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(919) 872-4924 (919) 755-8700
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CALCULATION OF REGISTRATION FEE

Title of Securities to be Ampunt to be Proposed Maxi num Proposed Maxi num Amount  of
regi stered Regi st ered Offering Price Per Unit(1)(2) Aggregate Ofering Price(2) Registration Fee
Common St ock, par val ue

$0.01 per share............. 500, 000 shares $29. 1375 $14, 568, 750 $4,414.78

(1) Offering prices vary with the market price bétRegistrant's Common Stock but is the lesse0@f 6f the fair market value of the
Registrant's Common Stock on the Offering DatéderExercise Date, as defined in the plan.

(2) Computed pursuant to Rule 457(h) under the @exsiAct of 1933 (as amended) solely for the psof calculating the registration fee
on the basis of the average of the high and loeeprof the Registrant's Common Stock reported @MN#w York Stock Exchange on June
1997.

In addition, pursuant to Rule 416(c) under the 8#es Act of 1933, this registration statemenbatsvers an indeterminate amount of
interests to be offered or sold pursuant to theleyae benefit plan described here



PART |
INFORMATION REQUIRED IN THE SECTION 10(A) PROSPECTUS

The documents constituting the Prospectus of Higiued’roperties, Inc. (the "Registrant” or the "Camy) with respect to this Registration
Statement in accordance with Rule 428 promulgateduyant to the Securities Act of 1933, as amentted"Securities Act"), are kept on file
at the offices of the Registrant. The Registrafitpvovide without charge to participants in then@many's 1997 Employee Stock Purchase
Plan (the "Plan"), on the written or oral requesamy such person, a copy of any or all of the deents constituting the Prospectus. Written
requests for such copies should be directed tociiref Human Resources, Highwoods Properties, 8100 Smoketree Court, Suite 600,
Raleigh, N.C. 27604. Telephone requests may betduldo (919) 872-4924.

PART |1
INFORMATION REQUIRED IN THE REGISTRATION STATEMENT
ITEM 3. INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

The following documents filed by the Registranttwiite Securities and Exchange Commission (the "Cssiom") (File No. 1-13100)
pursuant to the Securities and Exchange Act of 1884mended (the "Exchange Act"), are incorporayetference herein and in the
Prospectus constituting a part of this RegistraBtatement:

a. the Company's annual report on Form 10-K forytrer ended December 31, 1996;
b. the Company's quarterly report on Form 10-QHerquarter ended March 31, 1997;

c. the description of the Common Stock of the Comypacluded in the Company's Registration Stateroarfform 8-A, dated May 16, 1994;
and

d. the Company's Current Reports on Form 8-K, daéediary 9, 1997 (as amended by Form 8-K/A on Feprr, 1997 and by Form 8-K/A
on March 10, 1997) and February 12, 1997.

All documents subsequently filed by the Regist@rthe Plan pursuant to Sections 13(a), 13(c),rib(d) of the Exchange Act, prior to the
filing of a post-effective amendment that indicatest all securities offered hereunder have be&haowhich deregisters all securities then
remaining unsold, shall be deemed to be incorpdrayereference herein and to be a part hereof fredate of filing such reports and
documents.

For purposes of this registration statement, aatestent contained in a report, document or appdandotporated, or deemed to be
incorporated, by reference in this registrationesteent shall be deemed to be modified or superstedin@ extent that a statement containe
this registration statement or in any subsequditdlgt report, document or appendix, which alsorissadeemed incorporated by reference,
modifies or supersedes such statement in suchtrefpmument or appendix. Any statement so modifiesuperseded shall not be deemed,
except as so modified or superseded, to consttptat of this registration statement.

The Registrant will provide without charge to epelson to whom the Prospectus constituting a gdhi®Registration Statement is
delivered, on the written or oral request of anghsperson, a copy of any or all of the documertsriporated herein and in the Prospectus by
reference (other than exhibits to such documentshnre not specifically incorporated by refereirceuch documents). Written requests for
such copies should be directed to Director of HuRRasources, Highwoods Properties, Inc., 3100 Smadke&ourt, Suite 600, Raleigh, N.C.
27604. Telephone requests may be directed to @1By924.

ITEM 4. DESCRIPTION OF SECURITIES. Not Applicable.



ITEM 5. INTERESTS OF NAMED EXPERTS AND COUNSEL . Not Applicable.
ITEM 6. INDEMNIFICATION OF DIRECTORSAND OFFICERS.

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the Maryland General
Corporations Law (the "MGCL"), the Articles of Ingmration and bylaws of the Company and the PashgrAgreement of
Highwoods/Forsyth Limited Partnership (the "OperatPartnership Agreement"). The Articles of Incogtimn require the Company to
indemnify its directors and officers to the fullestent permitted from time to time by the MGCL.€eTMGCL permits a corporation to
indemnify its directors and officers, among othagginst judgments, penalties, fines, settlemems@asonable expenses actually incurre
them in connection with any proceeding to whictytheay be made a party by reasons of their sermitledse or other capacities unless it is
established that the act or omission of the direat@fficer was material to the matter giving risehe 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 reasoeasluse to believe that the act or omission
was unlawful.

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

ITEM 7. EXEMPTION FROM REGISTRATION CLAIMED. Not Applicable.
ITEM 8 EXHIBITS.

The following exhibits are filed herewith:

Exhi bit No. Descri ption

4.1 Form of Common Stock Certificate**

5.1 Opinion of Smith Helns Mulliss & Moore, L.L.P. regarding the
legality of the shares of Common Stock being registered

23.1 Consent of Smith Helns Mulliss & Moore L.L.P. (included in
Exhi bit 5.1)

23.2 Consent of Ernst & Young, L.L.P.

99.1 H ghwoods Properties, Inc. 1997 Enpl oyee Stock Purchase Pl an

**Previously filed on Form S-11, File No. 33-769%d incorporated herein by reference.

ITEM 9. UNDERTAKINGS.

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers alaes are being made, a post-effective amendmehistoegistration statement:
() To include any prospectus required by Sectioa)(3) of the Securities Act of 1933;
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(i) To reflect in the prospectus any facts or dsarising after the effective date of the regtstrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegeggate, represent a fundamental change in themiation set forth in the registration
statement. Notwithstanding the foregoing, any iaseeor decrease in volume of securities offeretthéitotal dollar value of securities offered
would not exceed that which was registered) andd@wation from the low or high end of the estintateaximum offering range may be
reflected in the form of prospectus filed with tiemmission pursuant to Rule 424(b) if, in the aggte, the changes in volume and price
represent no more than a 20 percent change indlémam aggregate offering price set forth in thaltlation of Registration Fee" table in
the effective registration statement;

(iii) To include any material information with resgt to the plan of distribution not previously désed in the registration statement or any
material change to such information in the regigtrastatement;

Provided, however, that paragraphs (a)(1)(i) an@.Jéi) do not apply if the information required be included in a pogiffective amendme
by those paragraphs is contained in periodic regdided by the Registrant pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of4l8tt are incorporated by reference in the regisin 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 undertalats 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 Exchangeoh 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.

(c) Insofar as indemnification for liabilities arig under the Securities Act of 1933 may be pegditb directors, officers and controlling
persons of the registrant pursuant to the foregpmogisions, or otherwise, the registrant has kmbnsed that in the opinion of the Securities
and Exchange Commission such indemnification isragj@ublic policy as expressed in the Act andherefore, unenforceable. In the event
that a claim for indemnification against such ligigis (other than the payment by the registrargxgfenses incurred or paid by a director,
officer or controlling person of the registrantlie successful defense of any action, suit or giog) is asserted by such director, officer or
controlling person in connection with the secusitieing registered, the registrant will, unlesthamopinion of its counsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgersindemnification by it is against public
policy as expressed in the Act and will be goverogdhe 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-8 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on June 20, 1997.

By: /'s/ Ronald P. G bson
Ronal d P. G bson
Presi dent and Chi ef Executive O ficer

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

Nane Title Dat e

/sl O Tenple Sloan, Jr. Chai rman of the Board of Directors June 20, 1997

O Tenple Sloan, Jr.

/s/ Ronald P. G bson President, Chief Executive Oficer and June 20, 1997
Ronal d P. G bson Di rector
/sl WlliamT. Wlson III Executive Vice President and Director June 20, 1997

WlliamT. Wlson |11

/'s/ John L. Turner Vice Chairman of the Board of Directors June 20, 1997
--------------------------------------- and Chief Investnent Oficer
John L. Turner

/sl Gene H. Anderson Senior Vice President and Director June 20, 1997

Gene H. Anderson

/s/ John W Eakin Senior Vice President and Director June 20, 1997

John W Eakin

/s/ Thomas W Adler Director June 20, 1997

Thomas W Adl er

/sl WlliamE G aham Jr. Director June 20, 1997

WlliamE G aham Jr.



/s/ L. denn Or, Jr. Director June 20, 1997

/s/ Wllard H Smith Jr. Director June 20, 1997

Wllard H Smith Jr.

/sl Stephen Tinko Director June 20, 1997

St ephen Ti nko

/s/ Carman J. Liuzzo Vice President, Chief Financial Oficer June 20, 1997
-------------------------------------- and Treasurer (Principal Accounting
Carman J. Liuzzo O ficer)
SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the executive compensation committee @Bbard of Directors of Highwoods
Properties, Inc. has duly caused this registragtatement to be signed on behalf of the Highwoadpétties, Inc. 1997 Employee Stock
Purchase Plan by the undersigned, thereunto dtifydzed, in the City of Raleigh, State of Northr@ana, on June 20, 1997.

EXECUTIVE COMPENSATION COMMITTEE

/sl Thomas W Adl er

Thomas W Adl er

/sl WlliamE. G aham Jr.

WlliamE G aham Jr.

/sl L. denn Or, Jr.

L. denn Or, Jr.

/sl O Tenple Sloan, Jr.

O Tenple Sloan, Jr.
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EXHIBIT 5.1
June 20, 1997

Highwoods Properties, Inc.
3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604

RE: REGISTRATION STATEMENT ON FORM S-8
500,000 SHARES OF COMMON STOCK, $0.01 PAR VALUE
1997 EMPLOYEE STOCK PURCHASE PLAN
Ladies and Gentlemen:

In connection with the possible offering and saterf time to time of up to 500,000 shares of the mmm stock, $0.01 par value per share
"Shares"), of Highwoods Properties, Inc. (the "Qugpion™), upon the terms and conditions set fortthe Registration Statement on Form S-
8 (the "Registration Statement"), filed on June Y7 by the Corporation with the Securities andiaxge Commission under the Securities
Act of 1933, as amended, and the prospectus catirstjta part thereof (the "Prospectus”), we arthefopinion that when (a) the Registration
Statement shall become effective and (b) the Sheres been sold upon the terms and conditionosétih the Registration Statement and
the Prospectus, the Shares will be validly autkatiand legally issued, fully paid and nonassessable

We hereby consent (1) to be named in the Registr&tatement and in the Prospectus as attorneyswllhmass upon the legality of the
Shares and
(2) to the filing of a copy of this opinion as EkHi5.1 to the Registration Statement.

Very truly yours,
/sl Smth Helms Mulliss & More, LLP
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EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333- ) peiragi to the 1997 Employee Stock

Purchase Plan of Highwoods Properties, Inc. ofreport dated February 14, 1997 with respect t@timsolidated financial statements and
schedule of Highwoods Properties, Inc. includeiilsiiinnual Report on Form 10-K for the year endet&@nber 31, 1996, and our reports
dated January 24, 1997 and January 25, 1997 vdffect to the Combined Statements of Revenues anaiiCExpenses of Century Center

and Anderson Properties, respectively includethinGompany's Current Report on Form 8-K dated Jsr®ya 997 (as amended on Form 8-
K/A dated February 7, 1997 and March 10, 1997).

/'s/ ERNST & YOUNG LLP

Ral ei gh, North Carolina
June 19, 1997



EXHIBIT 99.1
EXHIBIT A

HIGHWOODS PROPERTIES, INC.
EMPLOYEE STOCK PURCHASE PLAN

Highwoods Properties, Inc. (the "Company") hereftalelishes an Employee Stock Purchase Plan (ta@™)Rjranting Eligible Employees of
the Company and its Subsidiaries the opportunifputehase Common Stock of the Company.

NOW, THEREFORE, the Company hereby establishePldue, the terms of which are as folloy
SECTION 1. PURPOSE.

The purpose of this Plan is to give Eligible Emm@eyg of the Company and its Subsidiaries, an oppitytto acquire shares of the Company's
Common Stock in order to increase their proprietatgrest in the Company's success, to encourage th remain in the employ of the
Company, and to continue to promote the Compamgsihterests and enhance its long-term performance

SECTION 2. DEFINITIONS.

Wherever used herein, the following words and meahall have the meanings stated below unledfegedit meaning is plainly required by
the context:

(a) "ADMINISTRATOR" means First Union National Bawk North Carolina, or such other third-party adisirator appointed by the
Committee to maintain the records of the Plan amdlact such other duties as may be further desttibeein.

(b) "AVAILABLE SHARES" means the aggregate numbésbares of Common Stock which may be purchasdgligjble Employees under
the Plan, as described in
Section 5.

(c) "BOARD" means the Board of Directors of the Giamy.
(d) "CODE" means the Internal Revenue Code of 188@&mended.

(e) "COMMITTEE" means a committee appointed by Board and composed of not less than three membéns 8oard to which the Board
may delegate its powers with respect to adminismadf the Plan pursuant to Section 6 hereof.

(f) "COMMON STOCK" means shares of the common stofcthe Company, $.01 par value. Common stock metewincludes both treasury
stock and stock of original issue.

(g) "COMPANY" means Highwoods Properties, Inc., ariland corporation.

(h) "COMPENSATION" means an Eligible Employee'suteg base pay at the rate in effect on the applc@fffering Date, but excludes any
bonus, overtime payment, sales commission or predatribution to any medical or retirement plansilified under Section 125 or 401(k) of
the Code.

() "ELIGIBLE EMPLOYEE" means any individual who amny Offering Date is employed by the Company 8ubsidiary on a regular full-
time basis. A person shall be considered employea r@gular full-time basis if he or she is custdm@mployed by the Company or the
Subsidiary, at least 20 hours per week and is mestity employed for more than five 5 months peeadar year. "Eligible Employee" shall
not include any person who would own, immediatélgrahe Option was granted, stock possessingd@reent or more of the total combined
voting power or value of any classes of stock ef@ompany, or any Subsidiary. For purposes ofsthissection 2(i), stock ownership of an
individual shall be determined under Section 42#4fdhe Code, and stock that the individual maychase under outstanding options shall be
treated as stock owned by the individual.

() "EXCHANGE ACT" means the Securities Exchangd 8£1934, as amended.

(k) "EXERCISE DATE" means September 30, 1997, andsaibsequent December 31, March 31, June 30 autd8leer 30 thereafter during
the term of the Plan.

() "FAIR MARKET VALUE" of Common Stock as of anyatie means the average of the closing or last patttee Common Stock on the
New York Stock Exchange or other comparable repgsiystem for the five consecutive trading days @diately preceding such applical
date. Notwithstanding any provision of the Plamht® contrary, no determination made w
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respect to the Fair Market Value of Common Stod¥extt to an Option shall be inconsistent with Secd23 of the Code or regulations
thereunder.

(m) "OFFERING DATE" means July 1, 1997, and anysagfuent October 1, January 1, April 1 and Julyetethfter during the term of the
Plan.

(n) "OFFERING PERIOD" means the period commencingo Offering Date hereunder and ending on the fodlgiving Exercise Date. Tt
Board may change the duration and/or frequencyffafridg Periods without stockholder approval if suahange is announced at least 10
prior to the scheduled beginning of the Offeringi®to be affected.

(o) "OPTION" means an option granted hereunder vhiil entitle an Eligible Employee to purchase r@saof Common Stock.

(p) "OPTION PRICE" means the lesser of 90% of thie Market Value per share of Common Stock as efapplicable Offering Date or
90% of the Fair Market Value per share of Commartisbn the applicable Exercise Date.

(q) "PLAN" means the Highwoods Properties, Inc. loype Stock Purchase Plan as set forth herein sisdl@asequently amended.

() "PURCHASE ACCOUNT" means the book entry accamaintained by the Company or Administrator to rdabe funds withheld from
each Eligible Employee's payroll for the purchaS€@mmon Stock and to record the shares of ComntockSredited to each Eligible
Employee under the Plan.

(s) "SUBSIDIARY" or "SUBSIDIARIES" means the cormtion or corporations meeting the requirementseafiSn 424(f) of the Code.
SECTION 3. BASIS OF PARTICIPATION AND GRANTING OFRTIONS.

(a) Each Eligible Employee on any Offering Dataneeencing with the Offering Date which occurs orafier July 1, 1997 and, subject to
earlier termination of the Plan pursuant to subsect4(c) hereof, ending with the last Offering ®an which shares of Common Stock are
available for grant within the limitation set forith Section 5, is granted an Option hereunder whiithentitle him or her to purchase, at the
Option Price per share applicable to such Offebade, the largest number of whole shares of Com&took that may be obtained by having
deducted from such Eligible Employee's Compensdtiorach payroll period in the applicable Offeridgriod an amount not less than one
percent of the Eligible Employee's Compensationmore than the lesser of 15% of the Eligible Empklg Compensation and $7,500.

(b) If the number of shares of Common Stock forakiDptions are granted pursuant to subsectione3@deds the applicable number set
forth in Section 5, then the Options granted urtlerapplicable paragraph to all Eligible Employskall, in a nondiscriminatory manner
which shall be consistent with subsection 13(c)duiced in proportion to their respective Compgosaand the balance of payroll
deductions credited to the Purchase Account of &digible Employee shall be returned without intgr® each Eligible Employee as soon as
practicable.

(c) Payment for Common Stock purchased under thm@phall be made only by payroll deductions cvelesignated Offering Period.

(d) Each Option under the Plan shall be grantethertondition that (i) a registration statementemttie Securities Act of 1933, as amended
(the "Securities Act"), with respect to the Comn8inck subject to such Option has become effectideaacopy of the Prospectus has been
delivered to the Eligible Employee and (ii) the idsaof Common Stock issuable hereunder have bgmoa for listing by the New York
Stock Exchange.

SECTION 4. PURCHASE ACCOUNT.

Each Eligible Employee shall notify the Company soch forms as shall be provided by the Companigaat 10 days before the applicable
Offering Date, of the percentage of Compensatioitkvthe Eligible Employee wishes to have withhelthbly from the Eligible Employee's
Compensation during the Offering Period; provideat inot withstanding anything to the contrary hgreiith respect to the Offering Period
commencing July 1, 1997 and ending September 3¥, {the "Initial Offering Period"), the Eligible Eifoyee may so notify the Company
to July 1, 1997 and payroll deductions will commedaly 7, 1997.

Each Eligible Employee shall authorize the Compamg its Subsidiaries to withhold from the Eligildleployee's after-tax compensation,
beginning as soon as practicable following the mgkif the election described in this Section 4 ematinuing throughout the duration of the
Offering Period unless terminated sooner underi@eat All withheld amounts may be used by the Campfor general corporate purposes.
The Company or Administrator shall maintain a relaoireach Eligible Employee's funds in the EligiBlmployee's Purchase Account. Such
funds so accumulated within said Purchase
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Account may be returned to an Eligible Employebeanmeficiary without interest or applied toward thechase of Common Stock only
pursuant to the provisions contained in this Plan.

SECTION 5. MAXIMUM LIMITATIONS.

The aggregate number of shares of Common Stockallaior grant as Options pursuant to this Plaail stot exceed 500,000, subject to
adjustment pursuant to Section 10 hereof. Shar€opfmon Stock granted pursuant to the Plan maythereuthorized but unissued shares
or shares now or hereafter held in the treasuth@fCompany. In the event that any Option grantedyant to subsection 3(a) expires or is
terminated, surrendered or canceled without bexegagsed, in whole or in part, for any reason,nheber of shares of Common Stock
theretofore subject to such Option shall againuadable for grant as an Option pursuant to sulise@&(a) and shall not reduce the aggregate
number of shares of Common Stock available fortggarsuch Options as set forth in the first sergexichis Section.

SECTION 6. ADMINISTRATION.

The Plan shall be administered by the Board, whizkhe extent it shall determine, may delegatpatsers with respect to the administration
of the Plan (except its powers under subsection)1#f the Committee. If the Board chooses to app@iCommittee, references hereinafte
the Board (except in subsection 14(c)) shall berdekto refer to the Committee. Subject to the esgpprovisions of the Plan, the Board may
interpret the Plan, prescribe, amend and resciled and regulations relating to it, correct anyedebr omission or reconcile any
inconsistency in the Plan, determine the termspradisions of the Options granted hereunder, deterrand change the Offering Periods,
Offering Dates and Exercise Dates (except as oiherimited herein) and make all other determinatioecessary or advisable for the
administration of the Plan. The determinationshef Board on all matters regarding the Plan shatidnelusive. A member of the Board shall
only be liable for any action taken or determinatinade in bad faith.

SECTION 7. TERMS OF OPTIONS.

(a) Each Option shall, unless sooner expired putsimesubsection 7(b),
(c) or (d), be exercised on the Exercise DateHerapplicable Offering Period. Each Option not etead during an Offering Period shall
expire on the Exercise Date for the applicable @ftgPeriod.

(b) An Eligible Employee may at any time at leaktdays before an Exercise Date (or such otheratateay be selected by the Committee)

terminate the Option in its entirety by written igetof such termination delivered in the manneirfeeh in subsection 14(i). Such termination
shall become effective upon receipt of such ndticéhe Company or Administrator. As soon as pratfigllowing such notice, all funds then
in the Eligible Employee's Purchase Account shalidiurned to the Eligible Employee without int¢@sd the Eligible Employee's Purchase
Account closed, and all rights and privileges @& Hligible Employee granted pursuant to this Plaghthe Option granted hereunder shall be
terminated. Such Eligible Employee may again eleg@articipate in the Plan on the next Offeringd®ptirsuant to Sections 3 and 4.

(c) An Option shall expire on the first to occurtbé Exercise Date for the applicable Offering &&ind the date that the employment of the
Eligible Employee with the Company and its Subsidmterminates (as determined by the Board) fgrraason other than death or disabil

In the event that the Option expires because ofitation of employment, all funds then on depasithie Eligible Employee's Purchase
Account shall be returned without interest to thigiele Employee and the Eligible Employee's PusghAccount closed.

(d) An Option shall expire on the Exercise Datetfar applicable Offering Period if the Eligible Elmypee becomes disabled (as determined
by the Board) or dies during an Offering Periode Hiigible Employee's Purchase Account at the daseich Eligible Employee's disability
or death shall become the basis of the exercifiseaoDption under Section 8.

SECTION 8. MANNER OF EXERCISE OF OPTIONS AND PAYMENFOR COMMON STOCK.

(a) Except as provided in subsection 7(b), (c)dpr€ach Eligible Employee's Option shall be exadiautomatically on the Exercise Date of
each Offering Period, and the maximum number ofeshaf Common Stock will be purchased by the Adstiator for each Eligible
Employee with the entire proceeds of each Eligibigployee's Purchase Account. The Common Stock paethunder this Section 8 may be
either treasury stock or stock of original issuethie discretion and at the direction of the Congpan
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(b) Upon the written request of an Eligible Empleyer beneficiary, as described in subsection Fgwing any Offering Period, the
Administrator shall deliver (or cause to be deladra certificate for the whole shares purchasel&usubsection 8(a) to such Eligible
Employee (or beneficiary). If the number of shgreschased is not a whole number of shares, the eunftshares reflected on such
certificate shall be rounded down to the next wimleber and the Company shall pay the differencrith Eligible Employee in cash. Any
remaining shares in such Eligible Employee's Pigehfsccount will continue to be credited to suclyible Employee's Purchase Account.

(c) An Eligible Employee may not make additionatitgpayments into such Eligible Employee's PurcAzseunt.
SECTION 9. TRANSFERABILITY AND DESIGNATION OF BENHEIARY.

(a) No Option may be transferred, assigned, pledgelypothecated (whether by operation of lawtbeowise), except as provided by will
the applicable laws of descent or distribution, andDption shall be subject to execution, attachiroesimilar process. Any attempted
assignment, transfer, pledge, hypothecation oratisposition of an Option, or levy of attachmensimilar process upon the Option not
specifically permitted herein shall be null anddrand without effect. An Option may be exercisely dny the Eligible Employee during his

or her lifetime, or pursuant to subsection 7(c)his/or her beneficiary (as described in subse@b)), estate or the person who acquires the
right to exercise such Option upon his or her dégthequest or inheritance.

(b) Each Eligible Employee may file a written desitjon of beneficiary who is to receive any stockash in the event that such Eligible
Employee dies after the end of an Offering Periothefore the issuance of the shares or duringfari@y Period but before the respective
Exercise Date.

SECTION 10. ADJUSTMENT PROVISIONS.

The aggregate number of shares of Common Stockresgbect to which Options may be granted, the aggeenumber of shares of Common
Stock subject to each outstanding Option, and thiso® Price per share of each Option may all be@mmately adjusted as the Board may
determine for any increase or decrease in the nuoftshares of issued Common Stock resulting frasutadivision or consolidation of
shares, whether through reorganization, recapitiitia, stock split-up, stock distribution or comdtiion of shares, or the payment of a share
dividend or other increase or decrease in the nuwitguch shares outstanding effected without padiconsideration by the Company.
Adjustments under this Section 10 shall be maderdatg to the sole discretion of the Board, andlé@sision shall be binding and conclusive.

SECTION 11. DISSOLUTION, MERGER AND CONSOLIDATION.

In the event of (i) the adoption of a plan of me&rgensolidation, share exchange or similar tratimaof the Company with any other
corporation as a result of which the holders of@lsenmon Stock of the Company in the aggregate wiaddive less than 50% of the voting
capital stock of the surviving or resulting corgaa; (i) the approval by the Board of an agreetrgoviding for the sale or transfer (other
than as security for obligations of the Company}i®yCompany of a majority of the stock of a simgaifit subsidiary of the Company or
substantially all of the assets of the Companyfar significant subsidiary of the Company; (iiiethcquisition of more than 20% of the
Company's voting capital stock by any person withenmeaning of Section 13(d)(3) of the Exchangg éther than a person, or group
including a person, who beneficially owned, ashaf inost recent Offering Date, more than 5% of thm@any's securities, in the absence
prior expression of approval of the Board; (iv)idgrany period of two consecutive years, individuaho at the beginning of such period
constitute the Board cease for any reason to ¢otestit least a majority thereof unless the elactio the nomination for election by the
Company's stockholders, of each new director wasoapd by the vote of at least two-thirds of theediors then still in office who were
directors at the beginning of the period; or (W ather change in control of the Company of a rextbat would be required to be reported in
response to Item 6(e) of Schedule 14A of Regulatidh under the Exchange Act, then any Option ghhreunder during the then-current
Option Period shall remain exercisable until thet€ise Date of the then-current Option Period,exttip all of the terms hereof not
inconsistent with this Section 11.

Anything contained herein to the contrary notwisimsting, upon the dissolution or liquidation of ttempany or the consummation of a
merger or consolidation in which the stockholddrthe Company receive less than 50% of the votaqgjtal stock of the surviving or
resulting corporation, each Option granted underRtan shall terminate, but the Eligible Employkealishave the right, following the
adoption of a plan of dissolution or liquidationaplan of merger or consolidation and in any eyeiatr to such dissolution, liquidation,
merger or consolidation, to exercise his Optiopucchase Common Stock on the Exercise Date ohire-¢urrent Option Period, subject to
all of the other terms hereof not inconsistent whils Section 11.
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The grant of an Option pursuant to this Plan shatllaffect in any way the right or power of the Gamy to make adjustments,
reclassifications, reorganizations, or changessatapital or business structure, or to merge osaclidate, or to dissolve, liquidate or sell, or
transfer all or any part of the business or assets.

SECTION 12. CONDITIONS SUBSEQUENT TO EFFECTIVE DATE

The Plan is subject to the approval of the Plathiyholders of a majority of the outstanding shafeSommon Stock of the Company within
twelve

(12) months before or after the date of adoptiothefPlan by the Board. The Plan shall be nulhasid and of no effect if the foregoing
condition is not fulfilled.

SECTION 13. LIMITATION ON OPTIONS.
Notwithstanding any other provisions of the P

(a) All Eligible Employees shall have the same tsgind privileges under the Plan, except that theunt of Common Stock which may be
purchased under Options granted pursuant to Segtisinall bear a uniform relationship to the congagion of Eligible Employees. All rules
and determinations of the Board in the adminisiratf the Plan shall be uniformly and consisteapplied to all persons in similar
circumstances.

(b) The term of said Plan shall be for a period®fyears commencing on July 1, 1997 and endingaese®ber 31, 2007 unless terminated
earlier by the exhaustion of the Available Shamspant to Section 3 or 5 or as provided in submedi4(c).

(c) As a condition to the exercise of an Optior, @ompany may require the person exercising sutio®f represent that, at the time of |
such exercise, the shares are being purchasedaordy investment and without any present intentiogell or distribute such shares if, in the
opinion of counsel for the Company, such represemtds required by any applicable provisions afla

SECTION 14. MISCELLANEOUS.

(2) LEGAL AND OTHER REQUIREMENTS. The obligation§the Company to sell and deliver Common Stock utige Plan shall be
subject to all applicable foreign or domestic lavegjulations, rules and approvals, including, attlyy way of limitation, the effectiveness of
a registration statement under the Securities Adtthe requirements of any stock exchange uponhithie shares of Common Stock may be
listed if deemed necessary or appropriate by thegamy. Certificates for shares of Common Stockeidshereunder may be legended as the
Board shall deem appropriate.

(b) NO OBLIGATION TO EXERCISE OPTIONS. The grantin§an Option shall impose no obligation upon aigigle Employee to
exercise such Option unless such Eligible Emplaféamatively elects to purchase Common Stock tigtopayroll withholding as described
in Section 4.

(c) TERMINATION AND AMENDMENT OF PLAN. The Board, ithout further action on the part of the stockhatdef the Company, may
from time to time alter, amend or suspend the Bfaany Option granted hereunder or may at any termainate the Plan, except that it may
not (except to the extent provided in Section 10):

(i) change the total number of shares of CommoglSavailable for grant under the Plan; (ii) exteéind duration of the Plan; (iii) increase the
maximum term of Options; (iv) change the OptiorcBrior (v) change the class of Eligible Employ@é&s action taken by the Board under
this subsection 14(c) may materially and advera#flsct any outstanding Option without the consdrihe holder thereof.

(d) APPLICATION OF FUNDS. The proceeds receivedty Company from the sale of Common Stock purstea®iptions will be used for
general corporate purposes.

(e) WITHHOLDING TAXES. Upon the exercise of any @pt under the Plan, the Company shall have the tigtequire the Eligible
Employee to remit to the Company an amount sufficie satisfy all federal, state and local withhietgtax requirements prior to the delivery
of any certificate or certificates for shares oh@oon Stock.

(f) RIGHT TO TERMINATE EMPLOYMENT. Nothing in the IBn or any agreement entered into pursuant to ldre $hall confer upon any
Eligible Employee the right to continue in the eoyphent of the Company or any Subsidiary or affest @ght which the Company or any
Subsidiary may have to terminate the employmesuoch Eligible Employee.

(g9) RIGHTS AS A STOCKHOLDER. No Eligible Employebal have any right as a stockholder unless anil egtificates for shares of
Common Stock are issued to him or her.
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(h) LEAVES OF ABSENCE AND DISABILITY. The Board shde entitled to make such rules, regulations detrminations as it deems
appropriate under the Plan in respect of any lefedsence taken by or disability of any Eligiblaioyee. Without limiting the generality
the foregoing, the Board shall be entitled to datee (i) whether or not any such leave of absehedl sonstitute a termination of
employment within the meaning of the Plan, andti@ impact, if any, of any such leave of absent®ptions under the Plan theretofore
granted to any Eligible Employee who takes suchdes absence.

(i) NOTICES. Every direction, revocation or not@ethorized or required by the Plan shall be deetsiedidered on the date it is delivered (i)
to the Administrator at First Union National BarikNorth Carolina, 230 South Tryon Street, Charloiterth Carolina 27288-1179, or (ii)
three business days after it is sent by registeregrtified mail, postage prepaid, addressedeéddmpany, Attention: Director of Human
Resources, at its principal office at 3100 Smolee@eurt, Suite 600, Raleigh, N.C. 27604; and dtmllleemed delivered to an Eligible
Employee (i) on the date it is personally delivet@thim or her or (i) three (3) business daysraftés sent by registered or certified mail,
postage prepaid, addressed to him or her at thadasess shown for him or her on the records®fdbmpany or of any Subsidiary.

(j) APPLICABLE LAW. All questions pertaining to thealidity, construction and administration of thlarPand Options granted hereunder
shall be determined in conformity with the lawglué state of Maryland.
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