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PART I -- FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

The information furnished in the accompanying bedasheets, statements of operations and stateofarash flows reflect all adjustments
that are, in the opinion of management, necessarg fair presentation of the aforementioned finarnstatements for the interim period.

The aforementioned financial statements shoulcehd m conjunction with the notes to consolidatadrfcial statements and Management's
Discussion and Analysis of Financial Condition &ebults of Operations and the 1997 Annual RepoRarm 10-K of Highwoods
Properties, Inc. (the "Company").



HIGHWOODS PROPERTIES, INC.

CONSOLIDATED BALANCE SHEETS

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)

ASSETS

Real estate assets, at cost:
Land and improvements .............cccceeeennne
Buildings and tenant improvements ....
Development in process .........ccccoeevevneene
Land held for development ..............cc.ce...
Furniture, fixtures and equipment ...............

Less -- accumulated depreciation ................

Net real estate assets .........cccocceeverene
Cash and cash equivalents
Restricted cash .................. .
Accounts receivable ............ccocoeiiiiins
Advances to related parties ...........cccceeenne
Notes receivable ..........ccccccveieviiinenne
Accrued straight line rents receivable ............
Investment in unconsolidated affiliates ...........
Other assets:

Deferred leasing COStS ...........ccccvvvvvvenns

Deferred financing costs

Prepaid expenses and other ......................

Less -- accumulated amortization ................

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable ..............cccc.....
Accounts payable, accrued expenses and other liabil

Total liabilities ..........cccoooveeeenninnnn.

Minority interest .......cccccceeeeeveiiiicinnnnns

Stockholders' equity:

Preferred stock, $.01 par value, 50,000,000 authori
8 5/8% Series A Cumulative Redeemable Preferred S
(liquidation preference $1,000 per share), 125,00
and outstanding at September 30, 1998 and Decemb
8% Series B Cumulative Redeemable Preferred Share
(liquidation preference $25 per share), 6,900,000
outstanding at September 30, 1998 and December 3
8% Series D Cumulative Redeemable Preferred Share
(liquidation preference $250 per share), 400,000
issued and outstanding at September 30, 1998 and
respectively ......ccccceevvcieeeeiiiiieeeee

Common stock, $.01 par value, authorized 200,000,00
outstanding 59,263,412 at September 30, 1998 and
December 31, 1997 ....cccccoeviiiieeeiiieenne

Additional paid-in capital

Distributions in excess of net income ...

Total stockholders' equity ...........ccccu....e.

SEPTEMBER 30,
DECEMBER

1998

(UNAUDITED)

$ 582,031 $ 34
3,172,487 2,19
170,744 9
159,438 6
6,753
4,091,453 2,70
...................... (166,187) (8
...................... 3,925,266 2,61
21,951 1
22,377
24,746 1
8,914
17,691
23,100 1
...................... 30,465
42,064 2
32,094 2
...................... 17,818 1
91,976 6
...................... (21,548) 1
70,428 4
$4,144,938 $2,72
...................... $1,857,013 $ 97
ities .ovovviieenn 112,202 5
...................... 1,969,215 1,03
...................... 289,461 28
zed shares;
hares
0 shares issued
er 31,1997 .......... 125,000 12
s
shares issued and
1,1997 .............. 172,500 17
s
shares and 0 shares
December 31, 1997,
...................... 100,000
0 shares; issued and
46,838,600 at
593
1,529,093 1,13
(40,924) 2
...................... 1,886,262 1,40
$4,144,938 $2,72
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SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED AND IN THOUSANDS EXCEPT PER SHARE AMOUNS)

THREE MONTHS ENDED NINE MONTHS ENDED

REVENUE:
Rental property .......ccccceeevvvieninnennns
Equity in earnings of unconsolidated affiliates .
Interest and other income ............c.c........

OPERATING EXPENSES:
Rental property ........ccceeevvevveeiinnennns
Depreciation and amortization ...................
Interest expense:
Contractual ........coecuveviiinienieieene
Amortization of deferred financing costs .......

General and administrative .............c........

Income before minority interest and
extraordinary item ...........cccceeevineenns
MINORITY INTEREST ...cocviiiiiciciieeies

Income before extraordinary item ................
EXTRAORDINARY ITEM -- LOSS ON EARLY
EXTINGUISHMENT OF DEBT ......ccccevveeeiiiiinnns

Netincome .........ccccevvneenn.
Dividends on Preferred Stoc

Net income available for common stockholders ....
NET INCOME PER COMMON SHARE -- BASIC:

Income before extraordinary item ................

Extraordinary item -- loss on early extinguishmen

NetinCoOmMe ......ccovveiviiieiiiiieeiiie e

Weighted average shares outstanding -- Basic ....

NET INCOME PER COMMON SHARE -- DILUTED:

Income before extraordinary item ................
Extraordinary item loss on early extinguishment o

NetinCoOMe ......ccovveviiiiiiiiiiieeiiie e

Weighted average shares outstanding -- Diluted ..

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.

SEPTEMBER 30,

................... 194 -

................... $ 045 $ 042
t of debt ......... 0.01)  (0.04)

$ 045 $ 0.41
(0.01)  (0.03)
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SEPTEMBER 30,

194 -

111,597 61,703

93,322 47,166
(21,946)  (6,972)

$ 71,376  $40,194

$ 135 $ 1.25
(0.01)  (0.13)

53,189 35,777

$ 134 $ 124
0.01)  (0.13)




HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED AND IN THOUSANDS)

NINE MONTHS ENDE
SEPTEMBER 30,

1998 1

OPERATING ACTIVITIES:
NEtINCOME it e $ 93322 $ 4
Adjustments to reconcile net income to net cash pro vided by

operating activities:

Depreciation and amortization ................... 61,965 3

Minority interest .........cccccovvieeerinnnes 17,905

Loss on early extinguishment of debt ............ 370

Changes in operating assets and liabilities ..... 15,892

Net cash provided by operating activities ...... 189,454 9
INVESTING ACTIVITIES:
Additions to real estate assets .......ccccceeeeee. (756,794) (14
Cash paid in exchange for partnership netassets .. (108,257) (
Oher i (21,000) 1

Net cash used in investing activities ........... (886,051) (16

FINANCING ACTIVITIES:
Distributions paid on Common Stock and Common Units e, (99,483) 5
Dividends paid on Preferred Stock ................. (21,946) (
Payments of prepayment penalties .................. (370)
Borrowings on mortgages and notes payable ......... 529,941 18
Repayment of mortgages and notes payable .......... (130,993) (22
Borrowings on revolving loans ..................... 792,500
Payments on revolving loans .... (648,000)
Net proceeds from the sale of Common Stock ........ 196,930 5
Net proceeds from the sale of 8 5/8% Series A Cumul
Preferred Shares .........cccocovveivinneenne -- 12
Net proceeds from sale of 8% Series B Cumulative Re deemable Preferred Shares - 16
Net proceeds from the sale of 8% Series D Cumulativ e Redeemable Preferred
SNAreS ...ovveiiiiieee e
Net change in deferred financing costs ............

Net cash provided by financing activities ......
Net increase in cash and cash equivalents .........
Cash and cash equivalents at beginning of the perio

Cash and cash equivalents at end of the period ....

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest ........ccceevevvvevcceees e $ 60,325 $

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED AND IN THOUSANDS)

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND F INANCING ACTIVITIES

The following summarizes the net assets contribbtedolders of limited partnership interests ("Coominits") in Highwoods Realty
Limited Partnership (the "Operating Partnership"acoquired subject to mortgage notes payable:

NINE MONTHS ENDED
SEPTEMBER 30,

1998 1997
ASSETS:
Rental property and equipment, net .......... $4 91,863  $226,051
LIABILITIES:
Mortgages and notes payable assumed ......... $3 27,214  $133,736
Net assets .....ccooveevieriiiieainnnn $1 64,649 $92,315

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.



HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 1998
(UNAUDITED)

1. BASIS OF PRESENTATION

The consolidated financial statements include to®ants of the Company, the Operating Partnersidpcartain subsidiaries, including the
following significant subsidiaries:

Highwoods/Tennessee Holdings, L.P.

AP Southeast Portfolio Partners, L.P.
Highwoods/Florida Holdings, L.P.

The Company's investment in Highwoods Services,(the "Service Company") is accounted for usirgebuity method of accounting. All
significant intercompany balances and transacti@ve been eliminated in the consolidated finarstetements.

The extraordinary loss represents the write-ofbah origination fees and prepayment penalties paithe early extinguishment of debt.

The Company has elected and expects to contingeaiify as a real estate investment trust ("RELMler Sections 856 through 860 of the
Internal Revenue Code of 1986, as amended.

In 1997, the Financial Accounting Standards Bo&FhGB") issued Statement No. 128, "Earnings Per&havhich is effective for financial
statements for periods ending after December 1%/.19ASB Statement No. 128 requires the restateofgurior period earnings per share
and requires the disclosure of additional suppldgaiénformation detailing the calculation of eamgénper share.

FASB Statement No. 128 replaced the calculatiopriofiary and fully diluted earnings per share witfsic and diluted earnings per share.
Unlike primary earnings per share, basic earnirggspare excludes any dilutive effects of optiaverrants and convertible securities. Dilt
earnings per share is very similar to the previpusported fully diluted earnings per share. kasnputed using the weighted average number
of shares of the Company's common stock, $.01 glaevper share (the "Common Stock"), and the diugiffect of options, warrants and
convertible securities outstanding, using the '$ueg stock" method. Earnings per share data arérestjfor all periods for which an income
statement or summary of earnings is presentedjdimdy summaries outside the basic financial statesn@\ll earnings per share amounts for
all periods presented have, where appropriate, testated to conform to the FASB Statement No.r&g8irements.

In 1997, the FASB issued Statements No. 130, "Reygp€omprehensive Income” ("SFAS 130") and No.,I'Bisclosures About Segments
of an Enterprise and Related Information” ("SFA3')3which are both effective for fiscal years begng after December 15, 1997. As of
January 1, 1998, the Company adopted SFAS 130 velsigtblished new rules for the reporting and dispfacomprehensive income and its
components; however, the adoption of this statemadtno impact on the Company's net income or bbiters' equity. SFAS 131, which
addresses reporting segment information, is natired for interim reporting in the first year ofg@jgation. The Company does not believe
adoption of SFAS 130 and 131 will have a materigdact on its financial statements.

Emerging Issues Task Forces ("EITF") Issue No. B,7/Atcounting for Internal Cost Relating to Realdfs Property Acquisitions, requires
internal acquisition costs related to the purctedssn operating property to be expensed as incufileel Company's financial statements for
the nine months ended September 30, 1998 refleatttnge, effective March 19, 1998, as requirethbyEITF, in accounting for acquisition
costs. The Company believes the effect of this gham future periods will be immaterial.

The "Year 2000" issue is a general term used toritesthe various problems that may result fromithgroper processing of dates and
calculations involving years by many computers digttout the world as the Year 2000 is approachedeaxhed. The Company has revie
the impact of the Year 2000 issues and does natotXfrear 2000 issues to be material to its busjrgsrations or financial condition. The
Year 2000 issue is discussed more fully in "Manag@a Discussion and Analysis of Financial Condittimd Results of Operations."
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Minority interest in the Company represents Comrdoits owned by various individuals and entities aotithe Company in the Operating
Partnership, the entity that owns substantiallpfthe Company's properties and through whichQbmpany, as the sole general partner,
conducts substantially all of its operations. Fere information is calculated using the weighteerage number of shares outstanding
(including common share equivalents). In additimimority interest includes equity of consolidatedlrestate partnerships which are owned
by various individuals and entities and not the @any. The Company acquired greater than 50% dhtkeest in real estate partnerships as
part of its acquisition of J.C. Nichols Company.

The accompanying financial information has not baedited, but in the opinion of management, allistipents (consisting of normal
recurring accruals) necessary for a fair preseataif the financial position, results of operatiamsl cash flows of the Company have been
made. For further information, refer to the finaatatements and notes thereto included in thepaogis 1997 Annual Report on Form 10-
K.

2. ACQUISITIONS

On July 13, 1998, the Company completed its meg(ther"J.C. Nichols Transaction") with J.C. Nich@empany, a Missouri real estate
operating company ("J.C. Nichols"). As a resulthef J.C. Nichols Transaction the Company acquimageoship of or an ownership interes
79 office, industrial and retail properties andni8ltifamily communities in the Kansas City and Désines, lowa metropolitan areas. The
$544 million purchase price consisted of the issaaf approximately $180 million in equity, or 5.88llion shares of the Company's
Common Stock, the assumption of approximately $2#on of debt, approximately $15 million in traastion costs and a cash payment of
approximately $120 million, net of cash acquirecpproximately $59 million.

3. DEBT AND EQUITY TRANSACTIONS

On January 27, 1998, the Company sold 2,000,00@slet Common Stock in an underwritten public offgrfor net proceeds of
approximately $68.2 million.

On February 2, 1998, the Operating Partnership $bk% million of 6.835% MOPPRSSM due February 1,28nd $100 million of 7 1/8%
notes due February 1, 2008 in an underwritten puwffering for net proceeds of approximately $22&i8ion.

On February 18, 1998, the Company sold an aggreddt®53,604 shares of Common Stock in two undi&ewr public offerings for net
proceeds of approximately $51.2 million.

On March 30, 1998, the Company sold 428,572 shir€®@mmon Stock in an underwritten public offerfiog net proceeds of approximately
$14.2 million.

On April 20, 1998, the Operating Partnership s@@®million of 7 1/2% notes due April 15, 2018 im@nderwritten public offering for net
proceeds of approximately $197.4 million.

On April 21, 1998, the Company sold 441,176 shaféSommon Stock in an underwritten public offerfiog net proceeds of approximately
$14.2 million.

On April 23, 1998, the Company sold 4,000,000 Dé@posShares, each representing 1/10 of a shatteed€ompany's 8% Series D
Cumulative Redeemable Preferred Shares, par vaddep®r share, in an underwritten public offeringriet proceeds of approximately $96.8
million.

On April 29, 1998, the Company sold 1,080,443 shafeCommon Stock in an underwritten public offgrfor net proceeds of approximately
$34.6 million.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith all of the financial statements appearfgewhere in the report. The following
discussion is based primarily on the consolidateahfcial statements of Highwoods Properties, Inc.
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RESULTS OF OPERATIONS

On July 13, 1998, the Company completed its preshoreported merger (the "J.C. Nichols Transacfiavith J.C. Nichols Company, a
Missouri real estate operating company ("J.C. N&hoAs a result of the J.C. Nichols Transactittie Company acquired ownership of or an
ownership interest in 79 office, industrial andarigproperties encompassing approximately 5.8 arillientable square feet and 18 multifamily
communities with 2,325 apartment units.

THREE MONTHS ENDED SEPTEMBER 30, 1998

Revenues from rental operations increased $771®mibr 125%, from $61.8 million for the three ntbhs ended September 30, 1997 to
$138.8 million for the comparable period in 1998€eTincrease is primarily a result of the acquisitod 22.0 million square feet of office,
industrial and retail properties and 2,325 apartroeits, and the completion of 1.5 million squagetfof development activity during the last
three months of 1997 and the first nine months9®B1 The Company's portfolio increased from 21.Bioni square feet at September 30,
1997 to 45.4 million square feet at September 9981 Same property revenues, which are the revesfube 360 inservice properties own
on July 1, 1997, increased 4% for the three moatited September 30, 1998, compared to the sangerttmeths of 1997.

During the three months ended September 30, 18 Bleaises representing 1.9 million square feeffifey industrial and retail space
commenced at an average rate per square foot wilaist6.4% higher than the average rate per squar@icthe expired leases.

Interest and other income increased $2.1 milliorl,1d %, from $1.9 million for the three months esn@&eptember 30, 1997 to $4.0 million

for the comparable period in 1998. The increaser&sult of higher cash balances in 1998, andiadditincome generated from management
fees, development fees and leasing commissionsCohgany generated $270,000 in auxiliary incomediry and parking) as a result of
acquiring multifamily communities in the J.C. Nidkdransaction.

Rental operating expenses increased $25.7 milini48%, from $17.4 million for the three monthsled September 30, 1997 to $43.1
million for the comparable period in 1998. The s&se is a result of the addition of 23.5 millionaa feet and 2,325 apartment units through
a combination of acquisitions and developmentsndutfie last three months of 1997 and the first mioaths of 1998. Rental operating
expenses as a percentage of related revenuessadrfram 28.2% for the three months ended SepteBthe997 to 31.1% for the
comparable period in 1998. This increase is a t@$w@n increase in the percentage of office priogein the portfolio, which have fewer

triple net lease pass throughs.

Depreciation and amortization for the three morthded September 30, 1998 and 1997 was $24.5 malhdr11.2 million, respectively. T
increase of $13.3 million, or 119%, is due to a%(rcrease in average depreciable asset balancehevprior year. Interest expense
increased $18.0 million, or 162%, from $11.1 millifor the three months ended September 30, 19929d. million for the comparable
period in 1998. The increase is attributable toitisecase in the outstanding debt for the entisartgu. Interest expense for the three months
ended September 30, 1998 and 1997 included $683/808$567,000, respectively, of amortization of4eash deferred financing costs and
the costs related to the Company's interest ratie@iion agreements. General and administrativeresgs increased from 3.9% of rental
revenue for the three months ended September 30, tH%.3% for the comparable period in 1998.

Net income before minority interest and extraordiritem equaled $40.3 million and $21.6 million tbe three months ended Septembel
1998 and 1997, respectively. The Company's netirecallocated to minority interest totaled $6.0 imilland $3.4 million for the three
months ended September 30, 1998 and 1997, resplgciihe Company recorded $8.1 million and $2.9iamlin preferred stock dividends
for the three months ended September 30, 1998 9@id] tespectively (see " -- Liquidity and Capit@dRurces" below).

NINE MONTHS ENDED SEPTEMBER 30, 1998

Revenue from rental operations increased $175l@®mjilor 99%, from $177.2 million for the nine mbetof 1997 to $352.2 million for the
nine months of 1998. The increase is a result®fdbmpany's acquisition and development activityd87 and 1998. In total, 296 office,
industrial and retail properties encompassing 28lkon square feet and 2,325 apartment units veelded in the last three months of 1997
and the first nine
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months of 1998. Same property revenues, whichheregvenues of the 291 in-service properties (epessing 17.1 million square feet)
owned on January 1, 1997, increased 5% for themimr@hs ended September 30, 1998, compared t@the sine months of 1997.

During the nine months ended September 30, 199B|e2&es representing 4.5 million square feetfadofnd industrial space commence!
an average rate per square foot which was 6.9%ehitplan the average rate per square foot on theceigases.

Interest and other income increased $2.7 milliomf$6.0 million in 1997 to $8.7 million in 1998. &lncrease is primarily related to an
increase in interest income as the Company maedainhigher cash position. The Company also gesteeatdition management fees,
development fees and leasing commissions in 1988 Company generated $270,000 in auxiliary incoreeding and parking) as a resuli
acquisition of multifamily communities in the J.Richols Transaction.

Rental operating expenses increased $59.7 miliod22%, from $49.0 million in 1997 to $108.7 naliin 1998. Rental expenses as a
percentage of related rental revenues increasetd2ib7% in 1997 to 30.9% in 1998. The increaseresalt of an increase in the percentage
of office properties in the portfolio, which havenfer triple net lease pass throughs.

Depreciation and amortization for the nine monthdezl September 30, 1998, and 1997 was $62.0 mdloin$31.1 million, respectively. T
increase of $30.9 million, or 99%, is due to a 108%rage increase in depreciable assets. Integeshse increased $30.0 million, or 86%,
from $34.8 million in 1997 to $64.8 million in 1998he increase is attributable to an average iser@aoutstanding debt related to the
Company's acquisition activities. Interest expdnse¢he nine months ended September 30, 1998 adid ibgluded $1.9 million and $1.7
million, respectively, of amortization of non-cadéferred financing costs and of the costs relaigdé Company's interest rate protection
agreements. General and administrative expensesaged from 3.7% of total rental revenue in 1993.986 in 1998.

Net income before minority interest and extraordiritem equaled $111.6 million and $61.7 milliom fbe nini-month periods ended
September 30, 1998, and 1997, respectively. Thep@agis net income allocated to the minority intetesled $17.9 million and $9.9
million for 1998 and 1997, respectively. The Comparturred an extraordinary loss in the first gaadf 1997 of $3.3 million related to the
early extinguishing of debt assumed in the acdaisibf the Anderson Properties and Century Centeffgdios. The Company also recorded
$21.9 million and $7.0 million in preferred stockidends for the nine months ended September 388 48d 1997, respectively.

LIQUIDITY AND CAPITAL RESOURCES
STATEMENT OF CASH FLOWS

For the nine months ended September 30, 1998 asided by operating activities increased by $98illion, or 96%, to $189.5 million, as
compared to $96.5 million for the same period i879The increase is primarily due to the increaseeit income resulting from the
Company's property acquisitions in 1997 and 19@&hQised for investing activities increased by $F iiillion, to $886.1 million for the
first nine months of 1998, as compared to $1691Bamifor the same period in 1997. The increasattisbutable to the Company's acquisition
activity in the first nine months of 1998. Cashpded by financing activities increased by $471illiom to $708.4 million for the first nine
months of 1998, as compared to $237.3 million fiers$ame period in 1997. During the first nine memth1998, cash provided by financing
activities consisted primarily of $823.8 million &ygregate net proceeds from the sale of commomp@fierred stock and the sale by the
Operating Partnership of MandatOry Par Put Remadk8ecuritiesSM ("MOPPRSSM") and unsecured notes.cish provided by financing
activity was offset by net payments of $131.0 millto reduce existing indebtedness. Additionalayments of distributions increased by
$41.7 million to $99.5 million for the first nineanths of 1998, as compared with $57.8 million foe same period in 1997. The increase is
due to the greater number of shares outstanding &34 increase in the distribution rate. Prefestedk dividend payments were $21.9
million for the first nine months of 1998, as comgxhto $6.0 million for the same period in 1997.
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CAPITALIZATION

The Company's total indebtedness at Septembei93@, tbtaled $1.9 billion and was comprised of $84tillion of secured indebtedness
with a weighted average interest rate of 7.7% dn# Billion of unsecured indebtedness with a weidhdverage interest rate of 6.8%. Except
as stated below, all of the mortgage and noteshppayaitstanding at September 30, 1998 were eitked fate obligations or variable rate
obligations covered by interest rate protectioreagrents. A portion of the Company's $600 milliosegured revolving loan (see below) and
approximately $69 million of floating rate notesyphle assumed upon consummation of the J.C. Nidfralssaction were not covered by
interest rate protection agreements on such date.

Based on the Company's total market capitalizaifds¥.2 billion at September 30, 1998, (at the Seyter 30, 1998 stock price of $27.75
assuming the redemption for shares of Common Sibtike 10,404,000 Common Units of minority interiesthe Operating Partnership), the
Company's debt represented approximately 44% ¢dtigd market capitalization.

On July 3, 1998, the Company obtained a new $6Udmievolving line of credit (the "Revolving Lo&nfrom a group of 14 lender banks.
The Revolving Loan matures in July 2001 and replabe Company's previously existing revolving loaggregating $430 million. The
Revolving Loan carries an interest rate based tipei©perating Partnership's senior unsecured aiadig. At the Operating Partnership's
current BBB/Baa2 senior unsecured rating, inteiestues on borrowings at an average interest fatlBB@R plus 80 basis points and will
adjust based on the Company's senior unsecureif @tdg within a range of LIBOR plus 65 basisqgito LIBOR plus 150 basis points.
The Revolving Loan requires monthly payments afii@st only with the balance of all principal andraed but unpaid interest due July 3,
2001. The Revolving Loan also includes a $300 aniliiompetitive bid sub-facility. The obligationstbe Operating Partnership under the
Revolving Loan are guaranteed by the Companyopitsgeneral partner, and certain subsidiariesefompany and the Operating
Partnership.

To protect the Company from increases in intenggérse due to changes in variable interest rdte<Company: (i) purchased an interest rate
collar limiting its exposure to an increase in et rates to 7.05% with respect to $80 milliont®$600 million Revolving Loan excluding

the effect of changes in the Company's credit tiskler which the Company had $459 million outstagdit September 30, 1998, (ii)
purchased a one year interest rate swap limitgigxposure to an increase in interest rates t&/bwith respect to an additional $100 million
of its Revolving Loan excluding the effect of chasdgn the Company's credit risk and (iii) entergtd interest rate swaps that limit its
exposure to an increase in interest rates to 6i85%nnection with $21 million of variable rate rtgages. The interest rate on all such
variable rate debt is adjusted at one and thredhrintervals, subject to the Company's interest pabtection program. No payments were
received from the counterparties under the inteestprotection agreements for the nine monthe@september 30, 1998 and 1997. The
Company is exposed to certain losses in the evardroperformance by the counterparties under dipeand swap arrangements. The
counterparties are major financial institutions anel expected to perform fully under the agreemeétdsvever, if such counterparties were to
default on their obligations under the arrangemehtsCompany could be required to pay the futsatnder the Revolving Loan and the
variable rate mortgages, even if such rates weegdess of the rate in the cap and swap agreentemtddition, the Company may incur ot
variable rate indebtedness in the future. Increasegerest rates on its indebtedness could irserd¢lae Company's interest expense and could
adversely affect the Company's cash flow and i#tylo pay expected distributions to stockholders

In anticipation of future debt offerings, the Compdas entered into four forward treasury lock egrents as described below:

NOTIONAL AMOUNTS

(IN MILLIONS)  FIXED RATE (1) TERMINATION DATE
$ 50 5.7% 1/99
$ 50 5.6% 3/99
$ 100 5.7% 7/99
$ 100 5.7% 10/99

(1) Rate is a combination of the treasury rate fdaward premium.
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CURRENT AND FUTURE CASH NEEDS

Historically, rental revenue has been the princmairce of funds to pay operating expenses, deliteestockholder distributions and capital
expenditures, excluding non-recurring capital exjiemes. In addition, construction management, teaiance, leasing and management fees
have provided sources of cash flow. Except for&mdllion renovation of the common areas of a 680;8quare foot property acquired from
Associated Capital Properties, Inc., the Compaeggmtly has no plans for major capital improvememtie existing properties, other than
normal recurring non-revenue enhancing expenditdiies Company expects to meet its short-term liggpigquirements generally through

its working capital and net cash provided by opegaactivities along with the Revolving Loan.

The Company's lonterm liquidity needs generally include the fundofgexisting and future development activity, salexsset acquisitior
and the retirement of mortgage debt, amounts cudstg under the Revolving Loan and long-term unsstdebt. The Company had
approximately $459 million outstanding on its Remog Loan as of September 30, 1998. The Companysh24 million available on its $6(
million Revolving Loan as an unconsolidated afféidnas an additional borrowing of $17 million oatsling on the Revolving Loan. As of
September 30, 1998, the Company had under deveta@aeroperties, which will encompass approximaéel million rentable square fe
The budgeted cost of such development activityg&l$million, $201 million of which had been fundasi of September 30, 1998. The
Company remains committed to maintaining a flexdolel conservative capital structure. Accordindhg, Company expects to meet certai
its long-term liquidity requirements, including filing its development activity, through a combinatas: (i) additional borrowings under the
Revolving Loan; (ii) the issuance by the Operatfagtnership of additional unsecured debt securifiidsthe issuance of additional equity
securities by the Company and the Operating Pattiper(iv) the selective disposition of underpenfilmg and/or non-core assets; and (v) the
sale or contribution of certain of the Company'oilyhowned properties to strategic joint venturedé formed with selected institutional
investors interested in investing with the Compamilyich will have the net effect of generating amtdtial capital through such sales or
contributions. For a discussion of certain suchragements, see "Recent Developments." The Compauegts to use such sources to me
long-term liquidity requirements either through direayments or repayment of borrowings under the Réwglizoan. The Company does |
intend to reserve funds to retire existing secarednsecured indebtedness upon maturity. Insteadzompany will seek to refinance such
debt at maturity or retire such debt through tiseasice of equity or debt securities.

On August 28, 1997, the Company entered into ahase agreement with UBS AG, London Branch ("UB-LBYolving the sale of 1.8
million shares of Common Stock and a related Fadvézontract providing for certain purchase priceuatipents (the "Forward Contract").
The Forward Contract generally provides that if Merket Price (as defined below) of a share of Cemi@tock on the maturity date is less
than a certain amount (the "Forward Price"), thenBany must pay UB-LB the difference times 1.8 riili (Similarly, if the Market Price of
a share of Common Stock is above the Forward RuBel.B must pay us the difference in shares of CommtoekS) If the Company choos
not to or cannot settle in freely tradable shafeSamnmon Stock, the Company must repurchase thmilliBn shares at the Forward Price in
cash. The Forward Price is approximately $32.16vaifidbe adjusted by LIBOR plus 75 basis pointsnos any dividends received on the
shares. (As of August 28, 1998, the Forward Praztihcreased by $.04 since August 28, 1997.)

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

The maturity date of the Forward Contract is Felyr@8, 1999; however, if the closing price of then@non Stock falls below $19.28, UB-
LB has the right to force a complete settlementeurtide Forward Contract. UB-LB also has the righfiorce a complete settlement under the
Forward Contract if, among other things, the Comyp@nis in default with respect to certain finaalccovenants under the Forward Contract,
(i) is in default under the Revolving Loan or asther unsecured lending agreement or (iii) failpast sufficient cash collateral.
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Settlement of the Forward Contract in cash wouthlice the Company's liquidity. Settlement in cashiletinvolve the repurchase of 1.8
million shares at a price per share equal to thev&ia Price. Assuming the Forward Price remair$3@t16, the repurchase price would total
approximately $57.9 million. Having already pai®2¥ million as collateral, settlement in cash woduire the Company to pay
approximately $45.1 million in additional funds.

The Company anticipates that its available cashcastl equivalents and cash flows from operatinigites, together with cash available
from borrowings and other sources, will be adegtmteeet the capital and liquidity needs of the @any in both the short and long-term.
However, if these sources of funds are insufficeniinavailable, the Company's ability to makedkpected distributions to stockholders
discussed below and satisfy other cash requirenmeaysbe adversely affected.

DISTRIBUTIONS TO STOCKHOLDERS

In order to qualify as a REIT for Federal income parposes, the Company is required to make digtdbs to its stockholders of at least 9
of REIT taxable income. The Company expects toitgseash flow from operating activities for disuiibns to stockholders and for payment
of recurring, non-incremental revenue-generatingeexitures. The Company intends to invest amowtsraulated for distribution in short-
term investments. The following factors will affeztsh flows from operating activities and, accagtlininfluence the decisions of the Board
of Directors regarding distributions: (i) debt seevrequirements after taking into account the yapant and restructuring of certain
indebtedness; (ii) scheduled increases in base oémixisting leases; (iii) changes in rents atiidble to the renewal of existing leases or
replacement leases; (iv) changes in occupancy aatessting properties and procurement of leaseadwly acquired or developed
properties; and (v) operating expenses and capipédcement needs.

RECENT DEVELOPMENTS

In October 1998, the Company signed a letter @hinto form a joint venture with an institutional/estor representing certain foreign funds
("Investor"), pursuant to which the Company wouadl er contribute certain office properties valwdapproximately $150 million to a newly
created limited partnership (the "Joint Ventur@he Investor would contribute approximately $55lioil for a 72% interest in the Joint
Venture, and the Joint Venture would borrow appr@ately $75 million from third-party lenders. Ther@pany would retain the remaining
28% interest in the Joint Venture, receive caslegeds of approximately $129 million and be the sole exclusive manager and leasing
agent of the Joint Venture's properties, for whickould receive customary management fees andéhigaesmmissions. The Company intel
to use the cash proceeds received in the traneactimund existing development activity either thgh direct payments or repayment of
borrowings under the Revolving Loan. Although bpéhities intend to sign definitive agreements relatethe transaction and to close the
transaction by March 31, 1999, no assurance caiviee that all or part of the transaction will kEnsummated.

In November 1998, the Company signed a lettertefinto sell certain non-core properties in Flofficlagross proceeds of approximately
$130 million. Non-core properties generally inclgliegle buildings that do not fit the Company'sgarerm strategy. Although the Company
believes that the disposition transaction in Flandll close by January 31, 1999, no assuranceébeagiven that all or part of the transaction
will be consummated. In addition, the Company haden contract to sell or has sold certain othercame properties for gross proceeds of
$20 million.

See " -- Disclosure Regarding Forward-Looking Stegets" contained below.
YEAR 2000
BACKGROUND

The Year 2000 compliance issue refers to the iitploif computer systems and computer software toectly process any date after 1999.
The date change to the new millennium is a prollenause computer hardware and software were designse only two digits to

represent a year. As a result, some systems mapiat 1/1/00 to be the year 1900. In addition, ssystems may not recognize that the year
2000 is a leap year. Both problems could resuiystem failure or miscalculations causing disruggiof operations.
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APPROACH AND STATUS

The Company's Year 2000 compliance efforts aradiliinto two areas -- the "operations level" ared"firoperty level." The operations level
includes those information technology ("IT") systeused by the Company in its corporate and divisifines to perform its real estate
functions. The property level includes the IT awd T systems at the Company's individual propsrtie

The Company's Information Technology Departmeniisrseeing the Company's operations level commianogram. At the operations
level, all of the Company's computer systems afr¢hefshelf packages that have not been modifibe. dorporate accounting and property
management package, which is widely used in thesitng, released a Year 2000 compliant versionértliird quarter of 1998. The Company
is currently testing the revision and expects te mersion to be installed, tested and operatibpdhe end of 1998. As part of a current
revamping and standardization of our technologsastfucture, all computer hardware and softwarewlaa not Year 2000 compliant has
been upgraded. The majority of the system teste baen completed and the Company expects to cartplesystem tests in the first quarter
of 1999.

The Chief Operating Officer is overseeing the Conyfmproperty level compliance program. The Compargurrently conducting an
inventory of all of its properties' known IT andmél' systems (including systems with embedded teldyy, such as security systems,
HVAC, elevator, and fire and safety systems). Timentory is 50% complete and is expected to bepterad by the end of the first quarte
1999. As part of the inventory, the Company is @tstructing the appropriate vendors and manufacsuio certify that their products are
Year 2000 compliant. As the final phase of the proplevel compliance program, the Company will doct equipment trial runs, where
feasible. This testing is projected to be complétgthe end of 1998.

COSTS

The Company expects that the costs directly assatisith the Year 2000 efforts will not be materlalith the exception of the Company's
accounting software and property management systpearational Year 2000 issues are being handledpast of an existing and
unaccelerated infrastructure upgrade and standsdializproject. The cost of the upgrades and infnasire standardization was under
$600,000. The property management and accountstgreyupgrade costs were already included in ounarsoftware maintenance
agreement with the vendor. The costs associatédupijrading our non-compliant property level systemre not expected to be material.

RISKS ASSOCIATED WITH THE YEAR 2000 ISSUE

The Company is exposed to the potential risk ofcmmpliance by vendors and service providers. Gitieravailability of multiple vendors
and service providers, management believes thes thid be no material effect on the Company's afiens due to the failure or interruption
of service by a vendor or service provider.

In addition, the Company is exposed to the risk itisgdenants could be impacted by the Year 2080eisuch that they would be unable to pay
their rent to the Company on time. Management do¢believe that enough of the Company's tenaetgaing to be affected in a sufficient
manner to have a material impact on the Compargo,Ahe Company's leases with its tenants prdtecd€ompany in the event of tenant
default and require the payment of delinquent teekate rental payments. However, the effects ofcmmpliance by the Company's tenants
cannot be ascertained at this time.

Given the Company's efforts on its operations leeahpliance program to date, the Company belidvassit will be Year 2000 compliant on
the operations level by December 31, 1999. The @Gomyploes not expect any adverse effects on itsatipeal systems that would affect the
Company's ability to meet its financial and repagtrequirements. In addition, based on the assegssheur property level systems, the
Company does not believe that a material numberagerty level systems will be n@ompliant. The Company will create contingency p
during the fourth quarter of 1999 for such systéinas are then-expected to be non-compliant.

FUNDS FROM OPERATIONS AND CASH AVAILABLE FOR DISTRI BUTIONS

The Company considers Funds from Operations ("FE®OBe a useful financial performance measuresadjiierating performance because,
together with net income and cash flows, FFO presitvestors with an additional basis to evaluatalility to incur and service debt and to
fund acquisitions and other capital expenditur& oes not represent net income or cash flows &penations as defined by GAAP, and
FFO should
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not be considered as an alternative to net incaranandicator of the Company's operating perfocearr as an alternative to cash flows as a
measure of liquidity. FFO does not measure whethsh flow is sufficient to fund all of the Compasgash needs including principal
amortization, capital improvements and distribusiém stockholders. FFO does not represent casls flmmn operating, investing or financing
activities as defined by GAAP. Further, FFO asldsed by other REITs may not be comparable to t@gany's calculation of FFO, as
described below.

FFO is defined as net income (computed in accoedarih generally accepted accounting principlegjuing gains (or losses) from debt
restructuring and sales of property, plus deprixiadf real estate assets, and after adjustmentsfmnsolidated partnerships and joint
ventures. In March 1995, the National AssociatibReal Estate Investment Trusts ("NAREIT") issuedaification of the definition of FF(
The clarification provides that amortization of eleéd financing costs and depreciation of neal-estate assets are no longer to be addec

to net income in arriving at FFO. Cash availabledistribution is defined as funds from operatioeduced by non-revenue enhancing capital
expenditures for building improvements and tenamgrovements and lease commissions related to sepomatation space.

Funds from operations and cash available for thstion for the three and nine month periods endgate8nber 30, 1998 and 1997 are
summarized in the following table (in thousands):

THREE MONTHS ENDED NIN E MONTHS ENDED
SEPTEMBER 30, S EPTEMBER 30,
1998 1997 199 8 1997

FUNDS FROM OPERATIONS:
Income before minority interest and extraordinary i tem ......... $40,309 $21,554 $111, 597 $61,703
Add (deduct):

Dividends to preferred shareholders ............. (8,145) (2,870) (21, 946) (6,972)
Cost of unsuccessful transactions ... . 146 -- 146 -
Depreciation and amortization ................... 24,464 11,151 61, 965 31,051
Depreciation unconsolidated subsidiaries ........ 311 - 311 -
FUNDS FROM OPERATIONS BEFORE MINORITY INTEREST . ............. 57,085 29,835 152, 073 85,782
CASH AVAILABLE FOR DISTRIBUTION:
Add (deduct):
Rental income from straight-line rents .......... . ... (3,200) (1,347) 9, 292) (3,822)
Amortization of deferred financing costs ........ ... 683 567 1, 915 1,689
Non-incremental revenue generating capital expend itures (1):
Building improvements paid ..................... (1,986) (933) (4, 683) (2,941)
Second generation tenant improvements paid ..... (3,988) (2,063) (11, 292) (5,510)
Second generation lease commissions paid ....... (5,530) (1,201) 9, 041) (3,535)
CASH AVAILABLE FOR DISTRIBUTION .....ccovcceeee. s $ 43,064 $ 24,858 $119, 680 $ 71,663
Weighted average common shares/Common Units
outstanding -- Basic (2) ..c.cocovvvvvveviiieee 68,711 43,550 63, 845 42,686
Weighted average common shares/Common Units
outstanding -- Diluted (2) ....coccovvvvvvveces 68,880 43,932 64, 166 43,157
DIVIDEND PAYOUT RATIO -- DILUTED:
Funds from operations ........cccoccevvvvveeeee 65.2% 75.1% 6 5.8% 74.0%

Cash available for distribution ..........c...... L 86.4% 90.1% 8 3.6% 88.5%

(1) Amounts represent cash expenditures.

(2) Assumes redemption of Common Units for shaf&Samnmon Stock. Minority interest Common Unit halslend the stockholders of the
Company share equally on a per share and per Corbmibibasis; therefore, the resultant per shamermétion is unaffected by the
conversion.

On October 30, 1998, the Company's Board of Dirsaiieclared a dividend of $.54 per share ($2.1&mannualized basis) payable on
November 18, 1998 to stockholders of record on Ndwer 10, 199€
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Report contains forward-looking statementsimithe meaning of

Section 27A of the Securities Act of 1933, as aneendnd Section 21E of the Securities ExchangeAt®34, as amended. These staten
are identified by words such as "expect," "antitgga’should" and words of similar import. Forwdabking statements are inherently subject
to risks and uncertainties, many of which cannopteelicted with accuracy and some of which mightewen be anticipated. Future events
and actual results, financial and otherwise, mé#fgidmaterially from the results discussed in tbenfard-looking statements. Factors that
might cause such a difference include, but ardimited to, those discussed in the Company's AnRegdort on Form 1@< for the year ende
December 31, 1997.

17



PROPERTY INFORMATION

The following table sets forth certain informatiorth respect to the Company's properties as ofebeipér 30, 1998 and 1997:

RENTABLE NUMBER OF PERCENT LEASED/
SEPTEMBER 30, 1998 SQUARE FEET P ROPERTIES PRE-LEASED
IN-SERVICE:
Office ...ccovveeeennnn. 30,856,000 453 94%
Industrial ................ 12,227,000 194 92%
Retail .....cccovvveeen. 2,337,000 18 96%
Total ...cocvveeeenns 45,420,000 665 93%
DEVELOPMENT:
COMPLETED -- NOT STABILIZED
Office ...ccovveeeennnn. 426,000 5 63%
Industrial ................ 241,000 3 28%
Retail ......cccevvveeen. - - -
Total ...cocvveeeennns 667,000 8 50%
IN PROCESS
Office ......... . 4,637,000 37 64%
Industrial . 629,000 5 55%
Retail .........ccouveee. 200,000 2 36%
Total .ccvevvveeees 5,466,000 44 62%
TOTAL:
(0] 11101 35,919,000 495
Industrial . 13,097,000 202
Retail .........cccuveee. 2,537,000 20
Total ..ocvevvveeens 51,553,000 717
MULTI-FAMILY 9/30/98
Number of Units ........... 2,325
Occupancy % ............... 96%
SEPTEMBER 30, 1997
IN-SERVICE:
Office ......... . 15,022,000 230 94%
Industrial . . 6,882,000 139 92%
Retail .........cccuveee. - - -
Total .oocveveveeenes 21,904,000 369 94%
DEVELOPMENT:
COMPLETED -- NOT STABILIZED
(0] 11101 N N/A N/A N/A
Industrial . N/A N/A N/A
Retail .........cccuvee.. N/A N/A N/A
Total ocovevvveees N/A N/A N/A
IN PROCESS
Office ...ccovveeeennnn. 2,259,000 24 39%
Industrial ................ 585,000 7 7%
Retail ......ccovvveeen. - - -
Total ...coovvveeeennns 2,844,000 31 33%
TOTAL:
Office ...ccovveeeennnn. 17,281,000 254
Industrial .... 7,467,000 146
Retail .......cccceveeens -- --
Total .........ccunee 400
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The following table sets forth certain informatiaith respect to the Company's properties underldpweent as of September 30, 1998
(dollars in thousands):

ESTIMATED

SQUARE BUDGETED COSTAT PRE-LEASING ESTIMATED STABILIZATION

NAME LOCATION FOOTAGE COST 9/30/98 PERCENTAGE(1) COMPLETION DATE

IN-PROCESS
OFFICE:
10 Glenlakes Atlanta 254,000 $ 35,100 $17,802 59% 1Q 99 4Q 99
Highwoods Center at Tradeport ~ Atlanta 45,000 3,717 765 100% 1Q 99 2Q 99
Automatic Data Processing Baltimore 110,000 12,400 10,816 100% 4Q 98 4Q 98
Highwoods | Baltimore 125,000 15,300 3,206 0% 2Q 99 4Q 99
Parkway 11 Charlotte 22,000 1,800 872 41% 1Q 99 3Q 99
Parkway 12 Charlotte 32,000 2,600 607 0% 1Q 99 3Q 99
Parkway Plaza 14 Charlotte 90,000 7,690 898 53% 2Q 99 4Q 99
Lakefront Plaza | Hampton Roads 76,000 7,477 1,006 15% 2Q 99 1Q 00
Valencia Place Kansas City 241,000 34,020 2,632 42% 1Q 00 2Q 00
Southwind Building C Memphis 74,000 7,700 3,743 100% 4Q 98 4Q 98
Southwind Building D Memphis 64,000 6,800 1,037 20% 2Q 99 4Q 99
Caterpillar Financial Center ~ Nashville 313,000 54,000 9,152 74% 1Q 00 2Q 00
Lakeview Ridge IlI Nashville 131,000 13,100 3,747 0% 2Q 99 3Q 99
Westwood South Nashville 125,000 13,530 3,354 53% 3Q 99 1Q 00
Maitland I (C N A) Orlando 180,000 24,400 11,332 100% 1Q 99 1Q 99
Capital Plaza Orlando 341,000 53,000 3,069 30% 1Q 00 4Q 01
Hard Rock Orlando 63,000 7,000 3,765 100% 4Q 98 4Q 98
Maitland Il (C N A) Orlando 78,000 9,885 1,255 100% 2Q 99 2Q 99
Concourse Center One Piedmont Triad 86,000 8,400 1,503 25% 2Q 99 1Q 00
3737 Glenwood Ave. RTP 107,000 16,700 1,835 56% 3Q99 1Q 00
Highwoods Centre RTP 76,000 8,300 6,149 91% 4Q 98 1Q 99
Overlook RTP 97,000 10,500 6,756 54% 4Q 98 2Q 99
Red Oak RTP 65,000 6,000 3,612 0% 4Q 98 2Q 99
Eastshore Il Richmond 76,000 7,842 4,465 3% 4Q 98 3Q99
Highwoods Common Richmond 49,000 4,840 703 0% 1Q 99 3Q99
Stony Point Il Richmond 133,000 13,881 4,493 32% 2Q 99 4Q 99
Sportsline USA South Florida 80,000 10,000 -- 100% 3Q99 3Q 00
Highwoods Square South Florida 93,000 12,500 5,788 26% 4Q 98 4Q 99
380 Park Place Tampa 83,000 9,000 -- 100% 4Q 99 1Q 00
Intermedia Building 1 Tampa 200,000 27,040 -- 100% 1Q 00 1Q 00
Intermedia Building 2 Tampa 30,000 4,056 -- 100% 1Q 00 1Q 00
Intermedia Building 3 Tampa 170,000 22,984 -- 100% 1Q 00 1Q 00
Intermedia Building 4 Tampa 200,000 29,219 - 100% 2Q 00 2Q 00
Intermedia Building 5 Tampa 200,000 29,219 - 100% 3Q01 3Q 01
Interstate Corporate Center (2) Tampa 309,000 15,600 13,435 90% 4Q 98 2Q 99
Sabal Pavillion Phase | Tampa 121,000 12,500 8,395 100% 4Q 98 4Q 98
Highwoods Centre Virginia Beach 98,000 9,925 4,718 36% 4Q 98 3Q99
Total or Weighted Average 4,637,000 $568,025 $140,910 64%
INDUSTRIAL:
HIW Distribution Center Richmond 166,000 $ 5,764 $ 1,927 33% 4Q 98 3Q 99
Chastain Ill Atlanta 54,000 2,098 1,471 75% 4Q 98 1Q 99
Newpoint 11 Atlanta 84,000 3,000 2,158 74% 4Q 98 2Q 99
Air Park South Warehouse |1 Piedmont Triad 136,000 4,200 2,361 0% 4Q 98 1Q 99
Air Park South Warehouse VI Piedmont Triad 189,000 8,000 2,093 100% 1Q 99 1Q 99
Total or Weighted Average 629,000 $23,062 $ 10,010 55%
RETAIL:
Seville Square (2) Kansas City 119,000 $32,100 9,377 60% 1Q 99 3Q 99
Valencia Place Kansas City 81,000 14,362 1,128 0% 4Q 99 2Q 00
Total or Weighted Average 200,000 $ 46,462 $10,505 36%
Total or Weighted Average 5,466,000 $637,549 $161,425 62%

(1) Includes the effect of letters of intent
(2) Redevelopment Project
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SQUAR
NAME LOCATION FOOTA
COMPLETED -- NOT STABILIZED
OFFICE:
Ridgefield IlI Asheville 57,0

Situs Il RTP 59,0

Patewood VI Greenville 107,0
Cool Springs | Nashville 153,0
Maitland 1l (C N A) Orlando 50,0
Total or Weighted Average 426,0
INDUSTRIAL:

Chastain Il Atlanta 67,0
Tradeport 1 Atlanta 87,0
Tradeport 2 Atlanta 87,0
Total or Weighted Average 241,0
Total or Weighted Average 667,0
Grand Total 6,133,0

(1) Includes the effect of letters of intent

(2) Redevelopment Project

E
GE

00

00

00

00

BUDGETED COST AT

PRE-LEASING

ESTIM

COST  9/30/98 PERCENTAGE(1) COMPLE

$ 5500 $ 4,129 29%
6,300 4,614 48%
11,400 9,938 90%
16,800 10,770 50%
4,950 3,503 100%

$44,950 $32,955 63%
2,602 1,791 100%
3,100 2,448 0%
3,100 2,449 0%

$691,301 $201,06

20

28%

50%

60%

309
3Q9
3Q9
309
3Q9

3Q9
309
3Q9

ESTIMATED
ATED STABILIZATION
TION DATE

3Q 99
2Q 99
1Q 99
1Q 99
1Q 99

00 00 0 00

4Q 98
1Q 99
2Q 99

00 0 00



DEVELOPMENT ANALYSIS

SQ UARE BUDGETED PRE-LEASING
DOLLARS IN THOUSANDS FO OTAGE COST PERCENTAGE(1)
SUMMARY BY ESTIMATED STABILIZATION DATE:
Fourth Quarter 1989 .................. 435, 000 $ 42,202 100%
First Quarter 1999 ................... 1,032,00 0 83,248 68%
Second Quarter 1999 .................. 824,00 0 58,102 66%
Third Quarter 1999 ..... .. 750,00 0 83,471 25%
Fourth Quarter 1999 .................. 759,00 0 91,271 37%
First Quarter 2000 ...... ... 877,00 0 109,187 73%
Second Quarter 2000 .................. 835,00 0 131,601 64%
Third Quarter 2000 ................... 80,00 0 10,000 100%
Third Quarter 2001 ................... 200,00 0 29,219 100%
Fourth Quarter 2001 .................. 341,00 0 53,000 30%
Total or Weighted Average . 0 $691,301 60%
SUMMARY BY MARKET:
Asheville .........ccoceeeiinnen. 57,00 0 $ 5,500 29%
Atlanta ........ . 678,00 0 52,717 54%
Baltimore ........cccoovviieeininns 235,00 0 27,700 47%
Charlotte ..... .. 144,00 0 12,090 39%
Greenville ... .. 107,00 0 11,400 90%
Hampton Roads ...........ccceeeevnnee 76,00 0 7,477 15%
Kansas City ...... ... 441,00 0 80,482 39%
Memphis ......ccoveviiiieeeee, 138,00 0 14,500 63%
Nashville ..........cccooeevveennns 722,0 0 97,430 52%
Orlando ............. .. 712,00 0 99,235 66%
Piedmont Triad ..........ccccoueeee. 411,00 0 20,600 51%
Research Triangle .................... 404,00 0 47,800 52%
Richmond ............. ... 424,00 0 32,327 23%
South Florida . 173,00 0 22,500 60%
Tampa ........... .. 1,313,00 0 149,618 98%
Virginia Beach ..........ccccco..... 98,00 0 9,925 36%
0 $691,301 60%
Build-to-Suit ...........ccoeeenne 1,394,00 0 $185,203 100%
Multi-Tenant ...........ccoeeeevnnee 4,739,00 0 506,098 49%
6,133,00 0 $691,301 60%
AVERAGE RENTABLE AVERAGE AVERAGE
SQUAR E FEET BUDGETED COST PRE-LEASING(1)
PER PROPERTY TYPE:
OffiCe i 120,54 8 $ 14,595 64%
Industrial .. ... 108,75 0 3,983 48%
Retail ......ooevviiiiiiiiiiee 100,00 0 23,231 36%
117,94 2 $ 13,294 60%

(1) Includes the effect of letters of intent
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The following tables set forth certain informatiamout the Company's leasing activities for theahmenths ended September 30, June 30,
and March 31, 1998 and December 31, 1997.

OFFICE LEASING STATISTICS
THREE MONTHS ENDED

9/30/98 6/30/98 3/31/98 12/31/9 7 WEIGHTED AVERAGE
NET EFFECTIVE RENTS RELATED TO
RE-LEASED SPACE:
Number of lease transactions
(signed leases) 2 07 285 242 1 58 223
Rentable square footage leased 1,645,9 13 1,099,805 966,990 7721 49 1,121,214
Average per rentable square foot
over the lease term:
Base rent $ 16.1 8 $ 15.53 $ 1554 $ 159 1 $ 15.79
Tenant improvements (0. 71) (1.00) (0.70) (1. 16) (0.89)
Leasing commissions (0. 42) (0.27) (0.30) (0. 32) (0.33)
Rent concessions 0.0 0 (0.03) (0.03) (0. 02) (0.02)
Effective rent 15.0 5 14.23 14.51 14.4 1 14.55
Expense stop(1) (4. 45) (4.22) (4.35) (3. 73) (4.19)
Equivalent effective net rent $ 10.6 0 $ 10.01 $ 10.16 $ 10.6 8 $ 10.36
Average term in years 5 5 5 4 5

CAPITAL EXPENDITURES RELATED TO
RE-LEASED SPACE:

Tenant Improvements:

Total dollars committed under

signed leases $6,754,1 00 $5,849,409 $3,717,938 $3,784,0 78 $5,026,381
Rentable square feet 1,645,9 13 1,099,805 966,990 7721 49 1,121,214
Per rentable square foot $ 41 0 $ 5.32 $ 3.84 $ 49 0 $ 4.48
Leasing Commissions:
Total dollars committed under

signed leases $3,694,4 73 $1,356,002 $1,349,444 $1,041,7 90 $1,860,427
Rentable square feet 1,645,9 13 1,099,805 966,990 7721 49 1,121,214
Per rentable square foot $ 22 4 $ 1.23 $ 1.40 $ 13 5 $ 1.66
Total:
Total dollars committed under

signed leases $10,448,5 73 $7,205,411 $5,067,382 $4,825,8 68 $6,886,808
Rentable square feet 1,645,9 13 1,099,805 966,990 7721 49 1,121,214
Per rentable square foot $ 6.3 5 $ 6.55 $ 524 $ 6.2 5 $ 6.14
RENTAL RATE TRENDS:
Average final rate with expense
pass throughs $ 145 1 $ 13.91 $ 13.56 $ 13.2 3 $ 13.80
Average first year cash rental rate $ 154 3 $ 14.87 $ 14.65 $ 140 4 $ 14.75
Percentage increase 6. 34% 6.90% 8.04% 6. 12% 6.85%

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buidi expense and common area maintaing
for which the Company will not be reimbursed by theants.
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NET EFFECTIVE RENTS RELATED TO RE-LEASED

SPACE:

Number of lease transactions (signed leases)

Rentable square footage leased

Average per rentable square foot over the

lease term:
Base rent
Tenant improvements
Leasing commissions
Rent concessions

Effective rent
Expense stop(1)

Equivalent effective net rent

Average term in years

CAPITAL EXPENDITURES RELATED TO

RE-LEASED SPACE:

TENANT IMPROVEMENTS:

Total dollars committed under signed
leases

Rentable square feet

Per rentable square foot

LEASING COMMISSIONS:

Total dollars committed under signed
leases

Rentable square feet

Per rentable square foot

Total:

Total dollars committed under signed
leases

Rentable square feet

Per rentable square foot

RENTAL RATE TRENDS:

Average final rate with expense pass
throughs

Average first year cash rental rate

Percentage increase

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buidi expense and common area maintaing

INDUSTRIAL LEASING STATISTICS
THREE MONTHS ENDED

9/30/98 6/30/98 3/31/97 12/31/

56 41 66
314,549 194,014 308,787 464,7

$659 $699 $635 $4
(0.23) (0.29) (0.38) (.
(0.09) (0.19) (0.15) (.
$000 $000 $000 $0.
$627 $651 $58 @ $4
(0.44) (0.52) (0.43) (.

$ 5.83 $ 5.99 $ 5.39 $ 3.

4 3 3

$248,359 $239,348 $533,334 $157,1
314,549 194,014 308,787 464,7

$ 0.79 $ 1.23 $ 1.73 $ 0.

$99,574 $130,243 $153,967 $108,8
314,549 194,014 308,787 464,7

$ 0.32 $ 0.67 $ 0.50 $ 0.

$347,933 $369,591 $687,301 $266,0
314,549 194,014 308,787 464,7

$ 111 $ 1.90 $ 2.23 $ 0.

$ 5.40 $ 6.09 $ 5.77 $ 4.
$ 5.54 $ 6.50 $ 6.09 $ 4.

2.59% 6.73% 5.55% 0.

for which the Company will not be reimbursed by theants.
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23%

320,521

320,521

$417,719
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RETAIL LEASING STATISTICS
THREE MONTHS ENDED

9/30/98
NET EFFECTIVE RENTS RELATED TO RE-LEASED SPACE:
Number of lease transactions (signed leases) 11
Rentable square footage leased 37,258
Average per rentable square foot over the lease ter m:
Base rent $13.59
Tenant improvements (0.14)
Leasing commissions (0.44)
Rent concessions $ 0.00
Effective rent $13.01
Expense stop (0.09)
Equivalent effective net rent $12.92
Average term in years 6
CAPITAL EXPENDITURES RELATED TO RE-LEASED SPACE:
TENANT IMPROVEMENTS:
Total dollars committed under signed leases $ 21,000
Rentable square feet 37,258
Per rentable square foot $ 0.56
LEASING COMMISSIONS:
Total dollars committed under signed leases $ 99,268
Rentable square feet 37,258
Per rentable square foot $ 2.66
TOTAL:
Total dollars committed under signed leases $120,268
Rentable square feet 37,258
Per rentable square foot $ 3.23
RENTAL RATE TRENDS:
Average final rate with expense pass throughs $ 8.55
Average first year cash rental rate $ 10.53
Percentage increase 23.16%

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buidi expense and common area maintainz
for which the Company will not be reimbursed by theants.
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The following tables set forth scheduled lease ratipins for executed leases as of September 3@, 4€9uming no tenant exercises renewal
options.

OFFICE PROPERTIES:

AVERAGE
ANNUAL RENTS ANNUAL PERCENTAGE OF
TOTAL PERCENTAGE OF UNDER RENTAL RATE LEASED RENTS
YEAR OF RENTABLE LEA SED SQUARE FOOTAGE EXPIRING PER SQUARE REPRESENTED
LEASE NUMBER OF SQUARE FEET REPRESENTED BY LEASES (1) FOOT FOR BY EXPIRING
EXPIRATION LEASES EXPIRING EXPIRING LEASES (IN THOUSANDS) EXPIRATIONS ( 1) LEASES
Remainder of 1998 497 1,423,156 5.0% $21,788 $ 15.31 4.9%
1999 896 4,127,972 14.3% 60,527 14.66 13.7%
2000 882 4,107,372 14.4% 64,611 15.73 14.6%
2001 754 4,099,157 14.3% 64,207 15.66 14.6%
2002 599 4,027,554 14.0% 63,705 15.82 14.4%
2003 456 3,386,794 11.8% 52,865 15.61 12.0%
2004 102 1,492,207 5.2% 23,192 15.54 5.3%
2005 74 1,254,342 4.4% 18,380 14.65 4.2%
2006 51 1,246,624 4.3% 19,329 15.51 4.4%
2007 27 845,503 2.9% 13,611 16.10 3.1%
Thereafter 77 2,697,206 9.4% 38,906 14.42 8.8%
Total or average 4,415 28,707,887 100.0% $441,121 $ 15.37 100.0%
INDUSTRIAL PROPERTIES:
AVERAGE
ANNUAL PERCENTAGE OF
TOTAL PERCENTAGE OF ANNUAL RENTS RENTAL RATE LEASED RENTS
RENTABLE LEAS ED SQUARE FOOTAGE UNDER EXPIRING PER SQUARE REPRESENTED
YEAR OF LEASE NUMBER OF SQUARE FEET REPRESENTED BY LEASES (1) FOOT FOR BY EXPIRING
EXPIRATION LEASES EXPIRING E XPIRING LEASES (IN THOUSANDS) EXPIRATIONS (1 ) LEASES
Remainder of 1998 129 1,180,807 10.4% $5,947 $ 5.04 10.9%
1999 195 2,279,095 20.1% 12,489 5.48 22.8%
2000 175 2,218,665 19.7% 10,791 4.86 19.7%
2001 145 1,690,266 15.0% 7,923 4.69 14.5%
2002 64 1,211,800 10.7% 5,501 4.54 10.1%
2003 45 672,037 5.9% 3,330 4.96 6.1%
2004 11 1,048,258 9.3% 3,983 3.80 7.3%
2005 8 95,380 0.8% 696 7.30 1.3%
2006 3 226,880 2.0% 1,050 4.63 1.9%
2007 5 505,989 4.5% 1,774 3.51 3.2%
Thereafter 4 185,921 1.6% 1,180 6.35 2.2%
Total or average 784 11,315,098 100.0% $54,664 $ 4.83 100.0%

(1) Includes operating expense pass throughs ariddss the effect of future contractual rent insesa
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RETAIL PROPERTIES:

AVERAGE
ANNUAL RENTS ANNUAL PERCENTAGE OF
TOTAL PERCENTAGE OF UNDER RENTAL RATE LEASED RENTS
YEAR OF RENTABLE LEA SED SQUARE FOOTAGE EXPIRING PER SQUARE REPRESENTED
LEASE NUMBER OF SQUARE FEET REPRESENTED BY LEASES (1) FOOT FOR BY EXPIRING
EXPIRATION LEASES EXPIRING EXPIRING LEASES (IN THOUSANDS) EXPIRATIONS ( 1) LEASES
Remainder of 1998 49 136,095 6.1% $1,478 $ 10.86 5.9%
1999 73 308,281 13.9 2,906 9.43 11.6
2000 75 269,127 12.1 3,116 11.58 12.4
2001 55 213,801 9.6 2,925 13.68 11.6
2002 38 159,110 7.2 2,052 12.90 8.2
2003 33 166,182 7.5 2,504 15.07 10.0
2004 15 162,378 7.3 1,239 7.63 4.9
2005 13 88,630 4.0 1,308 14.76 5.2
2006 9 103,967 4.7 1,096 10.54 4.4
2007 9 69,144 3.1 966 13.97 3.8
Thereafter 33 539,906 24.5 5,532 10.25 22.0
Total or average 402 2,216,621 100.0% $25,122 $ 11.33 100.0%
TOTAL:
PE RCENTAGE OF
TOTAL PERCENTAGE OF ANNUAL RENTS  LE ASED RENTS
RENTABLE LEASED SQUARE FOOTAGE UNDER EXPIRING R EPRESENTED
YEAR OF LEASE NUMBER OF SQUARE FEET REPRESENTED BY LEASES (1) B Y EXPIRING
EXPIRATION LEASES EXPIRING EXPIRING LEASES (IN THOUSANDS) LEASES
Remainder of 1998 675 2,740,058 6.5% $29,213 5.6%
1999 1,164 6,715,348 15.9 75,922 14.6
2000 1,132 6,595,164 15.6 78,518 15.0
2001 954 6,003,224 14.2 75,055 14.4
2002 701 5,398,464 12.8 71,258 13.7
2003 534 4,225,013 10.0 58,699 11.3
2004 128 2,702,843 6.4 28,414 5.5
2005 95 1,438,352 34 20,384 3.9
2006 63 1,577,471 3.7 21,475 4.1
2007 41 1,420,636 3.4 16,351 3.1
Thereafter 114 3,423,033 8.1 45,618 8.8
Total or average 5,601 42,239,606 100.0% $520,907 100.0%

(1) Includes operating expense pass throughs ariddss the effect of future contractual rent insesa

INFLATION

Historically inflation has not had a significantparct on the Company's operations because of tatvedl low inflation rate in the Compan'
geographic areas of operation. Most of the leasggire the tenants to pay their pro rata sharaaéased incremental operating expenses,
including common area maintenance, real estates t@xe insurance, thereby reducing the Company@sexe to increases in operating
expenses resulting from inflation. In addition, mar the leases are for terms of less than sevarsyahich may enable the Company to
replace existing leases with new leases at a higg rent if rents on the existing leases arenbtle market rate.
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PART Il -- OTHER INFORMATION
Item 1. Legal Proceedings

On October 2, 1998, John Flake, a former stockinatid.C. Nichols, filed a putative class actiowsait on behalf of himself and the other
former stockholders of J.C. Nichols in the Unitadt8s District Court for the District of Kansas mgaJ.C. Nichols, certain of its former
officers and directors and the Company. The comphlleges, among other things, that in conneatiith the merger of J.C. Nichols and the
Company (i) J.C. Nichols and the named directotsdficers of J.C. Nichols breached their fiducidrties to J.C. Nichols' stockholders, (i)
J.C. Nichols and the named directors and officés@. Nichols breached their fiduciary duties tembers of the J.C. Nichols Company
Employee Stock Ownership Trust, (iii) all defendapérticipated in the dissemination of a proxyestegnt containing materially false and
misleading statements and omissions of materi#d facviolation of

Section 14(a) of the Securities Exchange Act of4183d (iv) the Company filed a registration statetweith the Securities and Exchange
Commission containing materially false and mislagditatements and omissions of material factsdtation of Sections 11 and 12(2) of the
Securities Act of 1933, as amended (the "Secuity). The plaintiffs seek equitable relief and metary damages. The Company believes
that the defendants have meritorious defense<t®Mdintiffs' allegations. The Company intendsitmrously defend this litigation. Due to 1
inherent uncertainties of the litigation procesd #re judicial system, the Company is not ableraaljgt the outcome of this litigation. If this
litigation is not resolved in the Company's favibould have a material adverse effect on the Guomgs business, financial condition and
results of operations.

Item 2. Changes in Securities and Use of Proceedy During the three months

ended September 30, 1998, the Company issued aegagg of 395,173 shares of Common Stock to holsfe€ommon Units in the
Operating Partnership upon the redemption of sumh@on Units in private offerings exempt from thgistration requirements pursuant to
Section 4(2) of the Securities Act. Each of thedkot of Common Units were accredited investors uRdde 501 of the Securities Act and
none of the offerings involved a general solicitatby the Company. The Company has registerecefade of such shares under the
Securities Act.

Item 3. Defaults Upon Senior Securities -- NA
Item 4. Submission of Matters to a Vote of SecuritiHolders -- NA
Item 5. Other Information -- NA

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits

EXHIBIT NO. DESCRIPTION

2.1(2) Agreement and Plan of Merger by and among the Company, Jackson Acquisition Corp. and
J.C. Nichols Company dated December 22,1997

2.2(2) Amendment No. 1 to Agreement and PI an of Merger by and among the Company, Jackson
Acquisition Corp. and J.C. Nichols Company dated April 23, 1998

10(3) Credit Agreement among the Operatin g Partnership, the Company, the Subsidiaries named
therein and the Lenders named there in, dated as of July 3, 1998

12 Statement re computation of ratios

27 Financial Data Schedule

(1) Filed as part of the Company's Annual ReporForm 10-K for the year ended December 31, 1997meatporated herein by reference.
(2) Filed as part of Registration Statement No.-38871 with the Securities and Exchange Commisai@hincorporated herein by reference.
(3) Filed as part of the Company's Current Repoifform 8-K dated July 3, 1998 and incorporatedihdrg reference.

(b) Reports on Form 8-K
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On July 2, 1998, the Company filed a current reparfForm 8-K, dated July 1, 1998, reporting untlemi5 of the Form that shareholders of
J.C. Nichols Company had approved the merger Wwghtompany.

On July 23, 1998, the Company filed a current reporForm 8-K, dated July 3, 1998, reporting unitlen 2 of the Form that the Company
had completed its merger with J.C. Nichols Compamy under item 5 of the Form that the Company ladimed a $600 million revolving
credit facility from a group of lenders.

On September 28, 1998, the Company filed an amemidiméts current report on Form 8-K, dated Julyt 398, setting forth under item 7
certain pro forma financial information of the Caamy and audited financial statements of J.C. NE@m@dmpany.

On September 30, 1998, the Company filed an amemnidtméts current report on Form 8-K, dated Julyt 398, setting forth under item 7
certain pro forma financial information of the Caamy and audited financial statements of J.C. NE@m@dmpany.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

HIGHWOODS PROPERTIES, INC.

/sl RONALD P. G BSON

RONALD P. G BSON
PRESI DENT AND CHI EF EXECUTI VE OFFI CER

/sl CARMVAN J. LI UZZO

CARMAN J. LI UZZO
CHI EF FI NANCI AL OFFI CER
(PRI NCI PAL ACCOUNTI NG OFFI CER)

Dat e: Novenber 16, 1998
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EXHIBIT 12

HIGHWOODS PROPERTIES, INC.

RATIO OF EARNINGS TO FIXED CHARGES AND RATIO OF EAR NINGS
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVID ENDS

NINE
SEPTE
Earnings (1)
Income (loss) from continuing
OPErations .......ccccccveeviueeeniinannns $
Interest ...,
Amortization of loan costs
Total earnings ........cccceeeeevveeveennen. $
Fixed charges and preferred stock
dividends
INEErESE ..vvvvevieieiee e e $
Interest capitalized ............cc.........
Amortization of loan costs
eXPENSEd .......cceeeeiiiiiireeiiaen.
Amortization of loan costs
capitalized .........ccccovvviiiienennn.

Total fixed charges ...........ccccvenee.. $

Preferred stock dividends ..................
Ratio of earnings to fixed charges .........
Ratio of earnings to combined fixed
charges and preferred stock
dividends ........cccceiviiiiiiininnen.

19
Earnings (1)
Income (loss) from continuing
OPErations .......ccccceveeviueeeniinannns $48
Interest ..., 24

Amortization of loan costs ....
Total earnings ........ccccceevvveeeennns
Fixed charges and preferred stock
dividends
Interest ...
Interest capitalized ................c....... 2
Amortization of loan costs
eXPENSEed ......cccevvveeiieriieeeeeeniens 1
Amortization of loan costs
capitalized .........cccceeeeiiiienenns
Total fixed charges ..............
Preferred stock dividends
Ratio of earnings to fixed charges .........
Ratio of earnings to combined fixed
charges and preferred stock
dividends ........cccceiviiiiiiiiinnen.

MONTHS ENDED

MBER 30, 1998

1997

111,597
62,835
1,915
176,347

62,835
11,097
1,915
75,847
21,946
2.33

1.80

96 1995

$ 92,584
45,138
2,256

$ 139,978

$ 45,138
7,238
2,256

$ 54,632

13,117
2.56

2.07

1994 1993

(1) The calculation does not include amortizatibpreviously capitalized

$ 28,934
12,101
1,619

$ 42,654

$12,101

507 17 16

$ 14,227
3.00

3.00

$ 8,159 $ (155)
4955 5,185
738 -

$13,852 $5,030

$ 4,955 $5,185

1,619 738 -

$ 5710 $5,201

2.43 0.97

2.43 0.97



ARTICLE 5

PERIOD TYPE 3 MOS 9 MOS
FISCAL YEAR END DEC 31 199 DEC 31 199
PERIOD START JUL 01 199 JAN 01 199
PERIOD END SEP 30 199 SEP 30 199
CASH 44,328,00 44,328,00
SECURITIES 0 0
RECEIVABLES 51,351,00 51,351,00
ALLOWANCES 0 0
INVENTORY 0 0
CURRENT ASSET¢ 113,497,00 113,497,00
PP&E 4,091,453,00 4,091,453,00
DEPRECIATION 166,187,00 166,187,00
TOTAL ASSETS 4,144,938,00 4,144,938,00
CURRENT LIABILITIES 112,202,00 112,202,00
BONDS 1,857,013,00 1,857,013,00
PREFERRED MANDATORY 0 0
PREFERREL 397,500,00 3,975,000,00
COMMON 593,00( 593,00(
OTHER SE 1,777,630,00 1,777,630,00
TOTAL LIABILITY AND EQUITY 4,144,938,00 4,144,938,00
SALES 138,987,00 352,397,00
TOTAL REVENUES 142,940,00 361,069,00
CGS 43,117,00 108,672,00
TOTAL COSTS 67,581,00 170,637,00
OTHER EXPENSE¢ 5,915,00! 14,085,00
LOSS PROVISION 0 0
INTEREST EXPENSE 29,135,00 64,750,00
INCOME PRETAX 34,278,00 93,692,00
INCOME TAX 0 0
INCOME CONTINUING 34,278,00 34,278,00
DISCONTINUED 0 0
EXTRAORDINARY 324,00( 370,00(
CHANGES 0 0
NET INCOME 25,809,00 71,376,00
EPS PRIMARY 44 1.34
EPS DILUTED 44 1.32
End of Filing
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