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ITEM 5. OTHER EVENTS
The purpose of this filing is to set forth audifethncial statements of a certain business recewtpired by Highwoods Properties, Inc.
ITEM 7. FINANCIAL STATEMENTSAND EXHIBITS
(a) Financial Statements of Businesses Acquired
GARCIA PROPERTIES

Report of Independent Auditors
Combined Statement of Revenue and Certain Expéfistes to Combined Statement of Revenue and Cdetgirnses
(b) Pro Forma Information
NONE
(c) Exhibits

23 Consent of Independent Auditt
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Garcia Properties
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[ERNST & YOUNG LLPLETTERHEAD]
Report of Independent Auditors
To the Board of Directors and Stockholders HighwoBdoperties, Inc.

We have audited the accompanying Combined Stateofi@dvenue and Certain Expenses of Garcia Pregeat described in Note 1 for the
year ended December 31, 1997. This financial siteims the responsibility of Garcia Properties' agegment. Our responsibility is to expr
an opinion on this financial statement based oraoidit.

We conducted our audit in accordance with generalbepted auditing standards. Those standardsegtat we plan and perform the audit
to obtain reasonable assurance about whethenthediial statement is free of material misstatem@mtaudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statement. An audit also idelsiassessing the basis of accounting use
and the significant estimates made by managememieh as evaluating the overall financial statethprasentation. We believe that our audit
provides a reasonable basis for our opinion.

The accompanying Combined Statement of Revenu€arntdin Expenses was prepared using the basicofiating described in Note 1 for
the purpose of complying with the rules and regaoitest of the Securities and Exchange Commissiomfdusion in the Form 8-K of
Highwoods Properties, Inc. and is not intendedet@ ltomplete presentation of Garcia Propertiesmes and expenses.

In our opinion, the financial statement referredbomve presents fairly, in all material respedts,revenue and certain expenses described in
Note 1 of Garcia Properties for the year ended Brbee 31, 1997, in conformity with generally accelpdecounting principle:

/sl Ernst & Young LLP

Ral ei gh, North Carolina
January 30, 1998



Garcia Properties
Combined Statement of Revenue and Certain Expenses

Year ended December 31, 1997

Rental incone $ 10, 312, 122
Expenses:
Utilities 992, 662
Taxes 853, 801
Repai rs and nmi nt enance 1,737,538
I nsurance 147, 654
Total expenses 3,731, 655
Revenue in excess of certain expenses $ 6, 580, 467

SEE ACCOMPANYING NOTES.



Garcia Properties
Notesto Combined Statement of Revenue and Certain Expenses
December 31, 1997
1. BASIS OF PRESENTATION

Presented herein is the Combined Statement of Revamd Certain Expenses related to the operatioma&teen commercial real estate
properties (including twenty-six buildings and gragcel of land) located in the Tampa, Florida m@ttiblan market identified as Garcia
Properties.

Garcia Properties is not a legal entity but ratheombination of the operations of certain reatesproperties under common control (Garcia
Enterprises) expected to be acquired by Highwoadpdtties, Inc. The accompanying Combined StatemmieRevenue and Certain Expenses
includes the accounts of the following commerocgall restate properties, each of which is owned tifiesnot affiliated with Highwoods
Properties, Inc.

PROPERTY NUMBER OF PROPERTI ES

Bryan Dairy Business Park
Bay Vista Garden |

Bay Vista Garden 11

Bay Vista Ofice Center
Bay Vi ew

Bay Vista Retail Center
Bay Vista - Vacant | and
Cl earwat er Pointe

Cl earwat er Tower

Cross Bayou

Interstate Business Park
Mar at hon Cent er

Nort hside Office Park
Nort hsi de Retail Center

Pi nebr ook Busi ness Center
St arkey Center

Sunmmi t Bui | di ng

West shore Square

Park Pl ace
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The accompanying financial statement is preparetaordance with Rule 3-14 of RegulatioiX$nd thus is not necessarily representatiy
the actual operations for the year presented asiceaxpenses that may not be comparable to thensgs expected to be incurred by
Highwoods Properties, Inc. in the proposed futyrerations of the aforementioned properties have bgeluded. Expenses excluded consist
of interest, depreciation and general and admatise expenses not directly related to future ojpema.



Garcia Properties
Notesto Combined Statement of Revenue and Certain Expenses (continued)
2. SIGNIFICANT ACCOUNTING POLICIES
REVENUE RECOGNITION

Rental income is recognized on a straight-linesaser the term of the lease. Certain lease agmsmentain provisions which provide
reimbursement of real estate taxes, insuranceyiglng and certain common area maintenance (CAd8jc These additional rents are
recorded on the accrual basis. All rent and otbeeivables from tenants are due from commerciddlimgj tenants located in the properties.

USE OF ESTIMATES

The preparation of financial statements in accardamith generally accepted accounting principlegiies management to make estimates
and assumptions that affect the amounts reportttkifinancial statements and accompanying notesiaAresults could differ from those
amounts.

3. LEASES

Garcia Properties are being leased to tenants wpdgating leases that will expire over the nexeseyears. The minimum rental amounts
under the leases are either subject to scheduled fincreases or adjustments based on the Constiinerindex. Generally, the leases also
require that the tenants reimburse Garcia Propeidieincreases in certain costs above their baae gosts.

Expected future minimum rents to be received ovemtext five years and thereafter from tenantéefases in effect at December 31, 1997
as follows:

TOTAL
1998 $10, 419, 981
1999 7,441, 745
2000 4,975, 303
2001 3,639, 334
2002 2,003, 800
Thereafter 1, 200, 127




Garcia Properties
Notesto Combined Statement of Revenue and Certain Expenses (continued)
4. ENVIRONMENTAL MATTERS

All of the Company's properties have been subjeiidthase | environmental reviews. Such review et revealed, nor is management
aware of, any environmental liability that managatizelieves would have a material adverse effe¢theraccompanying combined financial
statement



EXHIBIT 23
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference inRbgistration Statements (Form S-3 Nos. 33-935387¥12, 333-08985, 333-13519, 333-
24165, 333-31183, 333-39247, 333-43475, 333-51@7ar@ 333-51759, Form S-4 No. 333-55725 and FoBr\N®s. 333-12117, 3329759
333-29763 and 333-55901) and related Prospectdisdigtowoods Properties, Inc. and in the Registratitatement (Form S-3 Nos. 333-
31183-01 and 333-51671) and related Prospectusgbftdods/Forsyth Limited Partnership of our remtated January 30, 1998 with respect
to the statement of revenue and certain expens@amia Properties for the year ended Decembet @7 included in the Current Report on
Form 8-K of Highwoods Properties, Inc. dated Febrdia 1998, filed with the Securities and Excha@genmission.

ERNST & YOUNG LLP

/sl Ernst & Young

Ral ei gh, North Carolina
June 5, 1998
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