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PART I - FINANCIAL INFORMATION

Iltem 1. Financial Statements

We refer to (1) Highwoods Properties, Inc. as erfipany,” (2) Highwoods Realty Limited Partnersipthe "Operating Partnership,” (3)
the Company's common stock as "Common Stock" anthédOperating Partnership's common partnershégrésts as "Common Units."

The information furnished in the accompanying be¢asheets, statements of income, statements dhstiolers' equity and statements of ¢
flows reflect all adjustments (consisting of normadurring accruals) that are, in our opinion, 1ssegy for a fair presentation of the
aforementioned financial statements for the intgrariod.

The aforementioned financial statements shoulcehd m conjunction with the notes to consolidatadrfcial statements and Management's
Discussion and Analysis of Financial Condition &w®bults of Operations included herein and in 0@918nnual Report on Form 10-K.

3



HIG

(dollars

Assets

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

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

Net real estate assets..........cccoveveeennne
Property held for sale..........
Cash and cash equivalents.
Restricted cash....................
Accounts receivable, net.....
Advances to related parties
Notes receivable...........cccocoiiiiiiinennns
Accrued straight line rents receivable.............
Investment in unconsolidated affiliates............
Other assets:

Deferred leasing COStS.........cccceevvvieeenne

Deferred financing costs............cccccuvvenes

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

Less - accumulated amortization..................
Other assets, Net........cccccvevveveereeennn.
Total ASSEtS....cvvvveieieeeeeeeieeeeccciiiiiias

Liabilities and Stockholders' Equity
Mortgages and notes payable..............cc......
Accounts payable, accrued expenses and other liabil

Total Liabilities
Minority interest
Stockholders' Equity:

Preferred stock, $.01 par value, 50,000,000 authori
Cumulative Redeemable Preferred Shares (liquidati
share), 125,000 shares issued and

outstanding at June 30, 2000 and December 31,
8% Series B Cumulative Redeemable Preferred Share
(liquidation preference $25 per share), 6,900,000
outstanding at June 30, 2000 and December 31,
8% Series D Cumulative Redeemable Preferred Share
(liquidation preference $250 per share), 400,000
outstanding at June 30, 2000 and December 31,
Common stock, $.01 par value, 200,000,000 authorize
62,191,568 (includes 3,214,200 shares in treasu
(includes 1,150,000 shares in treasury) at June
December 31, 1999, respectively

Additional paid-in capital............c.cccccennee

Distributions in excess of net earnings............

Less Treasury stock at cost, 3,214,200 shares at Ju
1,150,000 shares at December 31, 1999............

Deferred compensation - restricted stock

Total Stockholders' EQuUIty.......ccccccceeeennn.

Total Liabilities and Stockholders' Equity

HWOODS PROPERTIES, INC.

Consolidated Balance Sheets

in thousands except per share amounts)
June 30, December
2000 1999
(Unaudited)

$ 472,811 $491,2

2,980,623 3,056,9
77,216 186,9
150,145 168,3
9,310 7.9
3,690,105 3,911,4
................ (268,884) (238,1
................ 3,421,221 3,673,3
. 142,924 48,9
44,507 34,4
8,405 1,8
20,018 22,8
13,175 15,0
43,096 58,2
41,308 35,9
60,827 38,9
78,095 66,7
40,211 40,1
13,509 15,6
131,815 1225
................ (43,557) (36,0
................ 88,258 86,4

................ $3,883,739 $4,016,1

$1,714,531 $1,766,1

117,206 111,9
1,831,737 1,878,0
235,146 245,6

zed shares; 8 5/8% Series A
on preference $1,000 per

1999............ 125,000 125,00

1999............ 172,500 172,5

1999............ 100,000 100,0
d shares; issued
ry) and 62,068,613

30, 2000 and
621 6
1,600,079 1,597,4
(107,601) (77,6
ne 30, 2000 and
................ (71,601) (25,4
(2,142)
................ 1,816,856 1,892,4

$3,883,739 $4,016,1

See accompanying notes to consolidated financ#tsients.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Income
(Unaudited and in thousands except per share asjount

Three Months Ended

June 30,
2000 1999 2
Revenue:
Rental property..........ccceeevveeviveeeneenne. $ 137,719 $ 142,079 $ 27
Equity in earnings of unconsolidated affiliates. 944 490
Interest and other income..................... 6,458 5,273 1
Total Revenue 145,121 147,842 28
Operating expenses:
Rental property................... . 41,427 43,761 8
Depreciation and amortization.................. 29,362 27,705 5
Interest expense:
contractual.............eveevveeeneeennnnnnn. 27,775 29,717 5
Amortization of deferred financing costs..... 577 734
28,352 30,451 5
General and administrative...................... 5,443 6,212 1
Income before (loss)/gain on disposition of
assets, net of income tax provision, minority
interest and extraordinary item.............. 40,537 39,713 8
(Loss)/Gain on disposition of assets, net of
income tax provision.............ccceeuv... (26,062) 1,524 1
Income before minority interest and
extraordinary item..........cccocvveennnnnn, 14,475 41,237 6
Minority interest........ccccoeevveeviieeennen. (1,822) (4,879) (
Income before extraordinary item................ 12,653 36,358 5
Extraordinary item - loss on early
extinguishment of debt............ccccceveene (839) 777) (
Net iNCOME.........cevvvveeiieiiiieriiiiiiinnns 11,814 35,581 5
Dividends on preferred stocK............cc.cco... (8,145) (8,145) @
Net income available for common shareholders...... $ 3,669 $ 27,436 $ 3
Net income per common share - basic:
Income before extraordinary item................ $ 0.08 $ 0.46 $
Extraordinary item - loss on early
extinguishment of debt....................... (0.01) (0.01)
Net iNCOMEe.....ccvoveriirieicie e $ 0.07 $ 045 $
Weighted average shares outstanding - basic..... 59,293 61,529 5
Net income per common share - diluted:
Income before extraordinary item................ $ 0.08 $ 0.46 $
Extraordinary item - loss on early extinguishment
of debt.......cocovviviiiiiiii (0.01) (0.01)
Net iNCOME.....cccveveriiieicic e $ 0.07 $ 045 $
Weighted average shares outstanding - diluted... 59,608 61,722 6

See accompanying notes to consolidated financsisients.

Six Months Ended

June 30,

000 1999
3,620 $ 288,800
1,887 687
0,773 10,560
6,280 300,047
0,888 89,106
7,690 55,861
4,822 61,559
1,298 1,512
6,120 63,071
0,539 12,005
1,043 80,004
9,116) 2,093
1,927 82,097
7,842) (10,705)
4,085 71,392
1,034) 777)
3,051 70,615
6,290) (16,290)
6,761 $ 54,325
0.63 $ 0.90
(0.01) (0.01)
0.62 $ 0.89
9,850 60,930
0.63 $ 0.90
(0.01) (0.01)
0.62 $ 0.89
0,055 60,954




HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Stockholders' Equity

For the Six Months Ended June 30, 2000

(Unaudited and in thousands)

Number of
Common
Shares

Common  Series A
Stock Preferred

Additional

Series B Series D Treasury
Preferred Preferred Stock

Balance at

December 31,
1999.......... 60,918,613  $621 $125,000 $172,500
Issuance of
Common
Stock.. 41,804 - - -
Common

Stock

Dividends..... - -- -- -

Preferred
Stock
Dividends.... - - - a

Issuance of
restricted

Amortization
of deferred
compensation - - - n

Purchase of
Treasury
(2,064,200) - - -

Net Income.... - - - ~

$100,000 $(25,475)

- 707

- - 1,878

-~ (46,126) -

53,051

Balance at
June 30, 2000. 58,977,368

$621 $125,000

$172,500

$100,000 $(71,601)

Paid-In
Capital C

$1,597,494

$1,600,079

Balance at
December 31,
$1,892,470

Issuance of
Common
Stock.. 707

Common
Stock
Dividends..... (66,692)
Preferred
Stock
Dividends.... (16,290)
Issuance of

restricted

stock......... (491)

Amortization
of deferred
compensation 227

Purchase of
Treasury

Balance at
June 30, 2000. $1,816,856

See accompanying notes to consolidated financsdisients.

Retained
Earnings
(Distributions in

Deferred excess of Net
ompensation  Earnings)
$ - $ (77,670)

- (66,692)

- (16,290)
(2,369) -

227 -

- 53,051
$(2,142) $(107,601)




HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Cash Flows

(unaudited and in thousands)

Operating activities:

Net iNCOME......cooiiiiiiiiiiiie e

Adjustments to reconcile net income to net cash pro
activities:

Depreciation and amortization......................
Minority interest.........cccceeveveeeiniinnenn.
Loss/(Gain) on disposition of assets...............
Amortization of deferred compensation..............
Changes in operating assets and liabilities........

Net cash provided by operating activities.......

Investing activities:

Additions to real estate assets....................

Cash paid in exchange for partnership net assets...
Proceeds from disposition of real estate assets....
Advances to and repayments from subsidiaries ......
Other ....cooiiiiieiie e

Net cash provided by investing activities ......

Financing activities:

Distributions paid on common stock and common units
Dividends paid on preferred stock..................
Borrowings on mortgages and notes payable..........
Repayments on mortgages and notes payable..........
Borrowings on revolving loans.....
Repayments on revolving loans
Net proceeds from the sale of common stock.........
Net payment of deferred financing costs............

Net cash used in 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.........cccccceveeeeennnnn.

See accompanying notes to consolidated financsisients.

Six Months Ended

June 30,
2000
................... $ 53,051 $7
vided by operating
57,690 5
7,842 1
19,116 (
227
................... (3,382) (€]
................... 134,544 9
(126,256) (24
216,443 50
1,921 (
(16,360) (2
................... 75,748 23
(76,241) 7
(16,290) 1
72,442
(89,028) 2
279,500 21
(314,500) (36
707 1
(86) (
................... (55,549)
................... (1,227)
................... (200,281) (25
................... 10,011 7
[o ISR 34,496 3
................... $ 44,507 $10
................... $ 68,306 $7



HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows
(Unaudited and in thousands)
Supplemental disclosure of non-cash investing arah€ing activities

The following summarizes (1) the net assets coumteith by the holders of Common Units in the OpegaRartnership, (2) the change in net
assets contributed as a result of the reorganizafiour Des Moines partnerships and
(3) the net assets acquired subject to mortgages matyable.

Six Months Ended

June 30,
2000 1 999

(Unaudited) (Una udited)
Assets:
Rental property and equipment, net................. e $ 1,356 $ (2 5,879)
Liabilities:
Mortgages and notes payable ........ccccceeeeeeeec. s -- 5 2,165)

Net ASSEtS..cccveviiiiiiie e e, $ 1,356 $ 2 6,286

See accompanying notes to consolidated financsisients.



HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2000
(Unaudited)

1. BASIS OF PRESENTATION

The consolidated financial statements include tw®ants of the Company and the Operating Partreesid its majority controlled affiliates.
All significant intercompany balances and trangattihave been eliminated in the consolidated filmhstatements.

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

The Company has elected and expects to contingeaiify as a REIT under Sections 856 through 86thefinternal Revenue Code of 1986,
as amended. Therefore, no provision has been noadecbme taxes related to REIT taxable incomeetalistributed to stockholders.
However, during 1999, a provision was made reltdead portion of REIT taxable income that resultesif a gain on disposition of assets that
was not distributed to stockholders at June 309199

In June 1998, the Financial Accounting Standardsr@¢'FASB") issued Statement No. 133, AccountimgDerivative Instruments and
Hedging Activities, which is required to be adopiediscal years beginning after June 15, 1999une 1999, FASB issued Statement No.
137, Accounting for Derivative Instruments and HadgActivities - Deferral of the FASB Statement N@®3, which stipulates the required
adoption date to be all fiscal years beginningraftme 15, 2000. In June 2000, FASB issued StateN®nl38, Accounting for Certain
Derivative Instruments and Certain Hedging Actestr an amendment to FASB Statement No. 133. SeatieND. 133, as amended by
Statement No. 138, requires us to recognize aiVaves on the balance sheet at fair value. Déviga that are not hedges must be adjusted
to fair value through income. If the derivativeaifiedge, depending on the nature of the hedgegeban the fair value of derivatives will
either be offset against the change in fair valuth® hedged assets, liabilities or firm commitnsethirough earnings or recognized in other
comprehensive income until the hedged item is meizegl in earnings. The ineffective portion of aidative's change in fair value will be
immediately recognized in earnings. The fair maxladtie of our derivatives is discussed in ltem 2.

Minority interest in the Company represents Comrdoits owned by various individuals and entities antithe Company in the Operating
Partnership, the entity that owns substantiallpbthe Company's properties and through whichdbmpany, 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.

2. SEGMENT INFORMATION

Our sole business is the acquisition, developmedtoperation of rental real estate properties. Yexate office, industrial and retail
properties and apartment units. There are no naatater-segment transactions.

Our chief operating decision maker ("CDM") assessebmeasures operating results based upon prdpeetynet operating income. The
operating results for the individual assets withéith property type have been aggregated sinceDMe&valuates operating results and
allocates resources on a property-by-property heisisn the various property types.

The accounting policies of the segments are thessthose described in Note 1. Further, all ojperatare within the United States and no
tenant comprises more than 10% of consolidatechtea® The following table summarizes the rentabine, net operating income and total
assets for each reportable segment for the thidsiarmonths ended June 30, 2000 and 1999.
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Three Months Six Mo nths
Ended June 30, Ended J une 30,
2000 1999 2000 1999
(in thousands) (in thous ands)
Rental Income:
Office segment..........cccoeeevennnnne $ 112,032 $ 117,045 $ 223,449 $ 239,660
Industrial segment 12,281 12,783 24,028 25,006
Retail segment............cccccveveeeens 9,069 8,156 17,473 15,940
Apartment segment..........ccceeeeeeinee 4,337 4,095 8,670 8,194
Total Rental Income.................... $ 137,719 $ 142,079 $ 273,620 $ 288,800
Net Operating Income:
Office segment..........ccccoeevennnnne $ 77,215 $ 79,740 $ 155,314 $ 163,487
Industrial segment............cccceeeueee 10,295 10,645 20,075 20,846
Retail segment........... 6,267 5,561 12,213 10,704
Apartment segment..........ccoeeeeeeenne 2,515 2,372 5,130 4,657
Total Net Operating Income............. 96,292 $ 98,318 $ 192,732 $ 199,694
Reconciliation to income before minority
interest and extraordinary item:
Equity in income of unconsolidated affiliates $ 944 % 490 $ 1,887 $ 687
(Loss)/Gain on disposition of assets, net of
income tax provision................... (26,062) 1,524 (19,116) 2,093
Interest and other income.... 6,458 5,273 10,773 10,560
Interest eXpense........cocceeeeeuveeennn. (28,352) (30,451) (56,120) (63,071)
General and administrative expenses....... (5,443) (6,212) (10,539) (12,005)
Depreciation and amortization............. (29,362) (27,705) (57,690) (55,861)
Income before minority interest and
extraordinary item..................... $ 14,475  $ 41,237 $ 61,927 $ 82,097
Total Assets:
Office segment..........cccceeevevnnnne $ 2,872,033  $2,950,888 $ 2,872,033 $ 2,950,888
Industrial segment..... 410,855 454,023 410,855 454,023
Retail segment........... 287,412 250,534 287,412 250,534
Apartment segment....... 114,528 119,868 114,528 119,868
Corporate and other 198,911 274,548 198,911 274,548
Total ASSetS......ccevvveeicieenns $ 3,883,739  $4,049,861 $ 3,883,739 $ 4,049,861

3. DISPOSITION AND JOINT VENTURE ACTIVITY

On May 9, 2000, we closed a transaction with Dreikx-Fonds 97/26 and 99/32 ("DLF 1I") pursuant tuak we sold or contributed five in-
service office properties encompassing 570,00@&Batsquare feet and a 246,000-square-foot developproject valued at approximately
$117.0 million to a newly created limited partnepsfihe "DLF 1l Joint Venture"). DLF Il contribute$24.0 million in cash for a 40.0%
ownership interest in the DLF Il Joint Venture dahd DLF 1l Joint Venture borrowed approximately $Bfillion from third-party lenders.
We retained the remaining 60.0% interest in the MLIoint Venture, received net cash proceeds pf@pmately $74.0 million and are the
sole and exclusive manager and leasing agent dltfell Joint Venture's properties, for which weeéve customary management fees and
leasing commissions. It is anticipated that DL®ill exercise its option to contribute up to an didehal $24.0 million in cash to the DLF I
Joint Venture before the end of 2000 to increasewtnership percentage to 80.0%. We have adopéeelgihity method of accounting for this

joint venture.

In addition to the properties sold or contributedite DLF 1l Joint Venture, during the six montimgled June 30, 2000, we sold approxima

2.5 million rentable square feet of non-core offical industrial properties and 89.0 acres of dgwetmnt land for gross proceeds of $153.9
million. We recorded a gain of $3.9 million relatiedthese dispositions. Included in these saleg wertain properties encompassing 887,000
square feet sold to an entity majority-owned bglated party for a selling price of $69.0 millidwon-core office and industrial properties
generally include single buildings or business pdhiat do not fit our long-term strategy. Sinceel8f, 2000, an additional 1.7 million square
feet of non-core office and industrial properti@bjch are included in property held for sale in @@nsolidated Balance Sheet at June 30,
2000, have been sold for gross proceeds of $13iflidammIncluded in these sales were certain prapsrencompassing 1.1 million square feet
sold to an entity majority-owned by a related péotya selling price of $100.0 million. At June 3OO0, the carrying value of the assets held
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for sale was reduced to fair value based on tHmgadrice less costs to sell. The resulting adpesit of $23.0 million to reduce the assets
for sale to fair value was recorded, and is inctlisiethe (loss)/gain on disposition of assetsafiécome tax provision, in the Consolidated
Income Statement.

On August 9, 2000, we agreed to form two joint veas$ with an institutional investor. First, we egpi sell or contribute 20 iservice office
properties encompassing 2.6 million rentable sqfeevalued at approximately $352.0 million toeavly created limited liability company.
As part of the formation of this first joint vengyrthe institutional investor will contribute apgimmately $85.0 million in cash for an 80.0%
ownership interest and the joint venture will bevrapproximately $250.0 million from third-party kers. We will retain the remaining
20.0% ownership interest and receive net cash pdscef approximately $300.0 million. Second, weetpto develop nine additional
properties encompassing 861,000 rentable squariiea budgeted cost of approximately $110.0iomill(including approximately $15.0
million of development land that we currently ovta)a second newly created limited liability compawie will each own 50.0% of this
second joint venture. In addition, we will be tlodesand exclusive manager and leasing agent fopribygerties in both joint ventures, for
which we will receive customary management feeslaasing commissions. We will be adopting the gguoiethod of accounting in both
joint ventures. These transactions are subjeat$tomary closing conditions, including the completof due diligence, the execution of ot
definitive agreements and the ability to obtainsfattory financing, and are expected to close fieefloe end of 2000. However, we cannot
assure you that these transactions will be consuathw that they will be consummated on the terescdbed in this quarterly report.

4. LEGAL CONTINGENCIES

On October 2, 1998, John Flake, a former stockmalti@.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 ixga J.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, (1) J.C. Nichols and the named directodsadficers of J.C. Nichols breached their fidugiduoties to J.C. Nichols' stockholders,
J.C. Nichols and the named directors and officetk@. Nichols breached fiduciary duties to memindithe J.C. Nichols Company Employ
Stock Ownership Trust, (3) all defendants partitgdadn the dissemination of a proxy statement dointg materially false and misleading
statements and omissions of material facts in timleof Section 14(a) of the Securities Exchange#d 934 and (4) the Company filed a
registration statement with the SEC containing mltg false and misleading statements and omissairmaterial facts in violation of
Sections 11 and 12(2) of the Securities Act of 193 plaintiff seeks equitable relief and mone@aynages. We believe that the defendants
have meritorious defenses to the plaintiff's allesges and intend to vigorously defend this litigati By order dated June 18, 1999, the court
granted in part and denied in part our motion swri$s. The court has granted the plaintiff's mosieeking certification of the proposed class
of plaintiffs with respect to the remaining clain¥scovery in this matter has now been completad,vae are seeking summary judgment
dismissal of all claims asserted by the plainffintiff John Flake passed away on or about AhrR000, and plaintiff's counsel has
substituted his estate as the representative iffamthis action. Due to the inherent uncertadstof the litigation process and the judicial
system, we are not able to predict the outcomaisflitigation. At this time, we do not expect ttesult of this litigation to have a material
adverse effect on our business, financial condiiod results of operations.

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith all of the financial statements appeartggwhere in the report and is based
primarily on the consolidated financial statemasftthe Company.

Results of Operations

Three Months Ended June 30, 2000. Revenues frotal igperations decreased $4.4 million, or 3.1%mnf&142.1 million for the three
months ended June 30, 1999 to $137.7 million ferabmparable period in 2000. The decrease is plhinearesult of the disposition of 6.4
million square feet of majority- owned office, irgtrial and retail properties offset in part by #uguisition of 0.8 million square feet of
majority-owned office, industrial and retail propes and the completion of 3.8 million square f@fedevelopment activity during the last six
months of 1999 and the first six months of 2000r. iDtservice portfolio decreased from 40.0 millisquare feet at June 30, 1999 to 38.5
million square feet at June 30,
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2000. Same property revenues, which are the regesfube 473 in-service properties and 1,885 apartranits owned on April 1, 1999,
increased 2.8% for the three months ended Jun20B0, compared to the same three months in 1999.

During the three months ended June 30, 2000, 2&@&terepresenting 1.1 million square feet of offivdustrial and retail space were
executed at an average rate per square foot whast6wi% higher than the average rate per squarericbe expired leases.

Interest and other income increased $1.2 millior226%, from $5.3 million for the three months eddlune 30, 1999 to $6.5 million for the
comparable period in 2000. The increase was atresah increase in interest income related to@Gillion note receivable that was
recorded as a result of certain property dispasstio June, 1999 and an increase in cash balandggimination fees from 1999 to 2000. For
the three months ended June 30, 2000, the Comparerated $260,788 in auxiliary income (vending pawking) as a result of acquiring
multifamily communities in the merger with J.C. Nais in 1998.

Rental operating expenses decreased $2.4 millidh.586, from $43.8 million for the three months eddlune 30, 1999 to $41.4 million for
the comparable period in 2000. The decrease isqpityra result of the disposition of 6.4 millionwsare feet of majority owned office,
industrial and retail properties offset in parttbg acquisition of 0.8 million square feet of méjoowned office, industrial and retail
properties and the completion of 3.8 million squaet of development activity during the last signths of 1999 and the first six months of
2000. Rental operating expenses as a percentagkatdd revenues decreased from 31.2% for the thoeghs ended June 30, 1999 to 30.1%
for the comparable period in 2000.

Depreciation and amortization for the three momihded June 30, 2000 and 1999 totaled $29.4 malieh$27.7 million, respectively. The
increase of $1.7 million, or 6.1%, is due to arréase in depreciable assets over the prior ye@relst expense decreased $2.1 million, or
6.9%, from $30.5 million for the three months endade 30, 1999 to $28.4 million for the comparadggod in 2000. The decrease is
attributable to a decrease in the outstanding fdelthe entire quarter of 2000. Interest expenséiie three months ended June 30, 2000 and
1999 included $577,000 and $734,000 respectivélgmortization of deferred financing costs anddbsts related to our interest rate hedge
contracts. General and administrative expenses3vB4s of total revenue for the three months ended 30, 2000 and 4.2% for the
comparable period in 1999.

Net income before minority interest and extraordiritem equaled $14.5 million and $41.2 million fbe three months ended June 30, 2

and 1999, respectively. The Company's net incotoeatked to minority interest totaled $1.8 milliomda$4.9 million for the three months
ended June 30, 2000 and 1999, respectively. Thep@oynrecorded $8.1 million in preferred stock dérids for the three months ended June
30, 2000 and 1999.

Six Months Ended June 30, 2000. Revenues fromlrep&aations decreased $15.2 million, or 5.3%, f&#88.8 million for the six months
ended June 30, 1999 to $273.6 million for the capla period in 2000. The decrease is primarilgsalt of the disposition of 6.4 million
square feet of majority-owned office, industriatlaetail properties, offset in part by the acqiositof 0.8 million square feet of majority-
owned office, industrial and retail properties anel completion of 3.8 million square feet of deyet®nt activity during the last six months
1999 and the first six months of 2000. Our in-segportfolio decreased from 40.0 million squard &eJune 30, 1999 to 38.5 million square
feet at June 30, 2000. Same property revenueshvainecthe revenues of the 470 in-service propestiased on January 1, 1999, increased
3.2% for the six months ended June 30, 2000, comaptarthe same six months in 1999.

During the six months ended June 30, 2000, 51 2te@presenting 3.3 million square feet of offindustrial and retail space were executed
at an average rate per square foot which was 6igkehthan the average rate per square foot oaxpieed leases.

Interest and other income increased $0.2 milliori,.8%, from $10.6 million for the six months endkohe 30, 1999 to $10.8 million for the
comparable period in 2000. The increase was atrekah increase in interest income related to@G&illion note receivable that was
recorded as a result of certain property dispasstio June, 1999 and an increase in cash balandggimination fees from 1999 to 2000. For
the six months ended June 30, 2000, the Comparsragea $481,983 in auxiliary income
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(vending and parking) as a result of acquiring ifartiily communities in the merger with J.C. Nich@is1998.

Rental operating expenses decreased $8.2 millidh 286, from $89.1 million for the six months endkohe 30, 1999 to $80.9 million for the
comparable period in 2000. The decrease is prignaniesult of the disposition of 6.4 million squéeet of majority-owned office, industrial
and retail properties, offset in part by the acijois of 0.8 million square feet of majority-owneffice, industrial and retail properties and the
completion of 3.8 million square feet of developinactivity during the last six months of 1999 ahd first six months of 2000. Rental
operating expenses as a percentage of relateduevelecreased from 30.9% for the six months enateel 30, 1999 to 29.6% for the
comparable period in 2000.

Depreciation and amortization for the six monthdezshJune 30, 2000 and 1999 totaled $57.7 milli@h$G5.9 million, respectively. The
increase of $1.8 million, or 3.2%, is due to arréase in depreciable assets over the prior ye@relst expense decreased $7.0 million, or
11.1%, from $63.1 million for the six months enderhe 30, 1999 to $56.1 million for the comparalgeqa in 2000. The decrease is
attributable to the decrease in the outstanding fdelthe entire six months of 2000. Interest e)ggefor the six months ended June 30, 2000
and 1999 included $1.3 million and $1.5 millionspectively, of amortization of deferred financirgsts and the costs related to our interest
rate hedge contracts. General and administratipereses decreased as a percentage of total revien.&8s in 2000 from 4.0% in 1999.

Net income before minority interest and extraordjritem equaled $61.9 million and $82.1 million tbe six months ended June 30, 2

and 1999, respectively. The Company's net incotoeatkd to minority interest totaled $7.8 milliondg$10.7 million for the six months
ended June 30, 2000 and 1999, respectively. Thep@oynrecorded $16.3 million in preferred stock didnds for the six months ended June
30, 2000 and 1999.

Liquidity and Capital Resources

Statement of Cash Flows. For the six months ended 30, 2000, cash provided by operating activitieseeased by $39.0 million, or 40.8%,
to $134.5 million, as compared to $95.5 million flee same period in 1999. The increase is due)tthélcollection of a $30.0 million note
receivable and (2) the accrual of an $18.0 milliahility related to the DLF Il Joint Venture dugrhe six months ended June 30, 2000. Cash
provided by investing activities was $75.7 millitow the first six months of 2000, as compared t81$2 million for the same period in 1999.
The decrease is primarily due to the decline ipai#ion activity, offset in part by the declinednquisition activity during the six months
ended June 30, 2000, as compared to the same [efi889. Cash used in financing activities was@20nillion for the six months ended
June 30, 2000, as compared to $254.0 million ferséime period in 1999. The decrease is primarigytduahe increase in borrowings on
mortgages and notes payable and under the revdivamgfrom 1999 to 2000, offset in part by the @ase in net proceeds from the sale of
Common Stock and the repurchase of Common StoclkCantmon Units in 2000. Payments of distributiomeaged constant at $76.2
million for the first six months of 2000 and 19%%eferred stock dividend payments were $16.3 milfa the six months ended June 30,
2000 and 1999.

Capitalization. The Company's total indebtedneskiag 30, 2000 totaled $1.7 billion and was coreplrizf $568.9 million of secured
indebtedness with a weighted average interesofated% and $1.1 billion of unsecured indebtednefis a weighted average interest rate of
7.4%. Except as stated below, all of the mortgagkretes payable outstanding at June 30, 2000 eittver fixed rate obligations or variable
rate obligations covered by interest rate hedgéracts. A portion of our $450.0 million unsecuregalving loan (the "Revolving Loan") and
approximately $37.8 million of floating rate nofemyable assumed upon consummation of the mergerdvit Nichols were not covered by
interest rate hedge contracts on June 30, 2000.

Based on the Company's total market capitalizasfdB8.7 billion at June 30, 2000 (at the June D®@stock price of $23.98 and assuming
the redemption for shares of Common Stock of tien@llion Common Units of minority interest in ti@perating Partnership), the
Company's debt represented approximately 45.9% odtial market capitalization.

To meet in part our long-term liquidity requirem&nie borrow funds at a combination of fixed andalse rates. Borrowings under our
Revolving Loan bear interest at variable rates. I0ng-term debt, which consists of long-term finiags and the issuance of debt securities,
typically bears interest at fixed
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rates. In addition, we have assumed fixed ratevanidble rate debt in connection with acquiringgandies. Our interest rate risk management
objective is to limit the impact of interest rateanges on earnings and cash flows and to loweowenall borrowing costs. To achieve these
objectives, from time to time we enter into intémede hedge contracts such as collars, swaps,atapgeasury lock agreements in order to
mitigate our interest rate risk with respect toimas debt instruments. We do not hold or issuedthiesivative contracts for trading or
speculative purposes.

The following table sets forth information regamgliour interest rate hedge contracts as of Jun2(Bi:

Notional Maturity Fixed Fair Market
Type of Hedge Amount Date Reference Rate Rate Value
Swap $20,117 6/10/02 1-Month LIBOR + 0.75% 6.95% $234
Collar 80,000 10/15/01 1-Month LIBOR 5.60 - 6.25% 556

We enter into swaps, collars and caps to limitexposure to an increase in variable interest rat$icularly with respect to amounts
outstanding under our Revolving Loan. The interat on all of our variable rate debt is adjustiednz and three-month intervals, subject to
settlements under these contracts. We also entetreasury lock agreements from time to time igheoito limit our exposure to an increase in
interest rates with respect to future debt offesing

In addition, we are exposed to certain lossesaretrent of nonperformance by the counterpartiegutie interest rate hedge contracts. We
expect the counterparties, which are major findngditutions, to perform fully under these comtia However, if the counterparties were to
default on their obligations under the interest ildge contracts, we could be required to pajutheates on our debt, even if such rates\
in excess of the rates in the contracts.

Current and Future Cash Needs. Historically, rereatnue has been the principal source of funggyooperating expenses, debt service,
stockholder distributions and capital expendituexg]uding nonrecurring capital expenditures. Idiidn, construction management,
maintenance, leasing and management fees havealpdosources of cash flow. We presently have nosgdtammajor capital improvements to
the existing in-service properties, other than radmacurring building improvements, tenant improesns and lease commissions. We expect
to meet our short-term liquidity requirements gatigrthrough working capital and net cash provitdgdperating activities along with the
Revolving Loan.

Our short-term (within the next 12 months) liquditeeds also include, among other things, the ighdf approximately $122.3 million of
our existing development activity. We expect toduur short-term liquidity needs through a comborabf:

o additional borrowings under our revolving loapgeoximately $243.5 million was available as of @0, 2000);

o the issuance of secured debt;

o the selective disposition of non-core assets; and

o the sale or contribution of some of our whollyr@al properties to strategic joint ventures to enéml with selected partners interested in
investing with us, which will have the net effe€tgenerating additional capital through such saleamtributions.

Our long-term liquidity needs generally include fhading of existing and future development acgivtelective asset acquisitions and the
retirement of mortgage debt, amounts outstandintguthe Revolving Loan and long-term unsecured.d&ktremain committed to
maintaining a flexible and conservative capitalisture. Accordingly, we expect to meet our longrtéiquidity needs through a combination
of (1) the issuance by the Operating Partnershigditional unsecured debt securities, (2) thesisse of additional equity securities by the
Company and the Operating Partnership as well)ahé3sources described above with respect tolmrt-$erm liquidity. We expect to use
such sources to meet our lotegm liquidity requirements either through direayments or repayment of borrowings under the remglioan.
We do not intend to reserve funds to retire exgstiacured or unsecured indebtedness upon matmstgad, we will seek to refinance such
debt at maturity or retire such debt through tlseiamce of equity or debt securities.
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We anticipate that our available cash and cashvatgiits and cash flows from operating activitiegether with cash available from
borrowings and other sources, will be adequatedetraur capital and liquidity needs in both thershad long term. However, if these
sources of funds are insufficient or unavailalile, Company's ability to make the expected distidimstto stockholders discussed below and
satisfy other cash requirements may be adverstdygtatfl.

Distributions to Stockholders. In order to quakify a REIT for Federal income tax purposes, the @omfs required to make distributions to
its stockholders of at least 95% of REIT taxablmime. The Company expects to use its cash flow fparating activities for distributions
stockholders and for payment of recurring, noneéneental revenugenerating expenditures. The following factors waffect cash flows fror
operating activities and, accordingly, influence tecisions of the Board of Directors regardingritiistions: (1) debt service requirements
after taking into account the repayment and re&irirgy of certain indebtedness; (2) scheduled em®e in base rents of existing leases; (3)
changes in rents attributable to the renewal dftiyg leases or replacement leases; (4) changesupancy rates at existing properties and
procurement of leases for newly acquired or de\adgmroperties; and (5) operating expenses andatapfilacement needs.

Recent Developments

Stock Repurchase. From January 1, 2000 to Augys2aoD, the Company repurchased 3.5 million shaff€mmon Stock and Common
Units at a weighted average price of $23.50 pereghait, a total purchase price of $82.6 million.

Disposition and Joint Venture Activity. On May 9@, we closed a transaction with Dreilander-Fd@d26 and 99/32 ("DLF I1I") pursuant
to which we sold or contributed five in-serviceiof properties encompassing 570,000 rentable sdeetrand a 246,000-square-foot
development project valued at approximately $117illon to a newly created limited partnership (tEF Il Joint Venture"). DLF Il
contributed $24.0 million in cash for a 40.0% ovsafép interest in the DLF Il Joint Venture and thieFDI Joint Venture borrowed
approximately $60.0 million from third-party lendeiVe retained the remaining 60.0% interest inxthE Il Joint Venture, received net cash
proceeds of approximately $74.0 million and aresthle and exclusive manager and leasing ageneddthr 1l Joint Venture's properties, for
which we receive customary management fees anthigasmmissions. It is anticipated that DLF 1l weélkercise its option to contribute up to
an additional $24 million in cash to the DLF Il doVenture before the end of 2000 to increasevitsavship percentage to 80.0%.

In addition to the properties sold or contributedhte DLF Il Joint Venture, during the six montimsled June 30, 2000, we sold approxima
2.5 million rentable square feet of non-core officel industrial properties and 89.0 acres of dgwretnt land for gross proceeds of $153.9
million. Non-core office and industrial propertigenerally include single buildings or business pdhat do not fit our long-term strategy.
Since June 30, 2000, we have sold an additionahillibn square feet of nonere office and industrial properties for grossgemds of $137
million.

On August 9, 2000, we agreed to form two joint veas$ with an institutional investor. First, we egpi sell or contribute 20 iservice office
properties encompassing 2.6 million rentable sqfesevalued at approximately $352.0 million toeavly created limited liability company.
As part of the formation of this first joint veniyrthe institutional investor will contribute apgimately $85.0 million in cash for an 80.0%
ownership interest and the joint venture will bovrapproximately $250.0 million from third-party lders. We will retain the remaining
20.0% ownership interest and receive net cash pdscef approximately $300.0 million. Second, weestpto develop nine additional
properties encompassing 861,000 rentable squareiieea budgeted cost of approximately $110.0iomll(including approximately $15.0
million of development land that we currently owta)a second newly created limited liability compawie will each own 50.0% of this
second joint venture. In addition, we will be tlodesand exclusive manager and leasing agent fopribygerties in both joint ventures, for
which we will receive customary management feeslaasing commissions. These transactions are dutbjeastomary closing conditions,
including the completion of due diligence, the ex@amn of other definitive agreements and the abtlit obtain satisfactory financing, and are
expected to close before the end of 2000. HowewveiGannot assure you that these transactions evitbinsummated or that they will be
consummated on the terms described in this quameplort.
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We expect to use a portion of the net proceeds fronrecent and pending disposition activity taweist in tax-deferred exchange
transactions under Section 1031 of the InternaleRee Code. As of August 14, 2000, we expect tovesinup to $37.0 million of the net
proceeds from recent disposition activity to acenrtax-deferred exchange transactions in-septioperties, development land and
development projects located in core markets arstifinmarkets where we have a strong presence nFexchange to qualify for tax-deferred
treatment under Section 1031, the net proceedstiiersale of a property must be held by an escgemtauntil applied toward the purchase
of real estate qualifying for gain deferral. Givbe competition for properties meeting our investhaiteria, there may be some delay in
reinvesting such proceeds. Delays in reinvestirgy guioceeds will reduce our income from operatibmaddition, the use of net proceeds
from dispositions to fund development activity heit through direct payments or repayment of bomgwiunder our revolving loan, will
reduce our income from operations until such deymlent projects are placed in service.

Possible Environmental Liabilities

In connection with owning or operating our propestiwe may be liable for certain costs due to ptessinvironmental liabilities. Under
various laws, ordinances and regulations, suche@&€bomprehensive Environmental Response Compensatib Liability Act, and common
law, an owner or operator of real estate is lidbte¢he costs to remove or remediate certain haaerdr toxic chemicals or substances on
the property. Owners or operators are also liatmeértain other costs, including governmentaldiaad injuries to persons and property.
Such laws often impose liability without regardatbether the owner or operator knew of, or was resite for, the presence of the hazar
or toxic chemicals or substances. The presencecbf substances, or the failure to remediate suostances properly, may adversely affect
the owner's or operator's ability to sell or ramttsproperty or to borrow using such property dmtaral. Persons who arrange for the
disposal, treatment or transportation of hazaraouexic chemicals or substances may also be lihlthe same types of costs at a disposal,
treatment or storage facility, whether or not tbatson owns or operates that facility.

Certain environmental laws also impose liability feleasing asbestos-containing materials. Thirtdgsamay seek recovery from owners or
operators of real property for personal injuriesoatated with asbestos-containing materials. A remolb our properties have asbestos-
containing materials or material that we presumiget@sbestos-containing materials. In connectidh @ning and operating our properties,
we may be liable for such costs.

In addition, it is not unusual for property own&sencounter on-site contamination caused by o&fsdurces. The presence of hazardous or
toxic chemicals or substances at a site closeptoperty could require the property owner to pgséte in remediation activities or could
adversely affect the value of the property. Contetidon from adjacent properties has migrated ohteast three of our properties; however,
based on current information, we do not believé &imy significant remedial action is necessanhas¢ affected sites.

As of the date hereof, we have obtained Phaseit@maental assessments (and, in certain instaRtese || environmental assessments) on
substantially all of our in-service properties. $d@ssessments have not revealed, nor are we afivarg environmental liability at our
properties that we believe would materially advirs#fect our financial position, operations ordidity taken as a whole. This projection,
however, could be incorrect depending on certaitofa. For example, material environmental lialgiitmay have arisen after the assessn
were performed or our assessments may not haveleelvall environmental liabilities or may have uretimated the scope and severity of
environmental conditions observed. There may atdsortknown environmental liabilities at propertiesvhich we have not obtained a Phase
| environmental assessment or have not yet obtairféldase Il environmental assessment. In additierhase our assumptions regarding
environmental conditions, including groundwatemfland the existence and source of contaminatiomeadily available sampling data. We
cannot guarantee that such data is reliable icezlts. Moreover, we cannot provide any assuratg#sat future laws, ordinances or
regulations will not impose a material environmétigdoility or (2) that tenants, the condition @frid or operations in the vicinity of our
properties or unrelated third parties will not afféhe current environmental condition of our pnties.

Some tenants use or generate hazardous substanbesordinary course of their respective businedsetheir leases, we require these
tenants to comply with all applicable laws and ¢éarésponsible to us for any damages resulting thain use of the property. We are not
aware of any material environmental problems re@smfrom tenants' use or generation of hazardousxc chemicals or
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substances. We cannot provide any assurances, bhovtieat all tenants will comply with the termstbéir leases or remain solvent. If tenants
do not comply or do not remain solvent, we mayoate point be responsible for contamination caugeslioh tenants.

Impact of Recently Issued Accounting Standards

In June 1998, the Financial Accounting Standardsr@¢'FASB") issued Statement No. 133, AccountimgDerivative Instruments and
Hedging Activities, which is required to be adopiediscal years beginning after June 15, 1999une 1999, FASB issued Statement No.
137, Accounting for Derivative Instruments and HadgActivities - Deferral of the FASB Statement N@3, which stipulates the required
adoption date to be all fiscal years beginningraftame 15, 2000. In June 2000, FASB issued StateN®nl38, Accounting for Certain
Derivative Instruments and Certain Hedging Actesti an amendment of FASB Statement No. 133. SémieNo. 133, as amended by
Statement No. 138, requires us to recognize aiVaives on the balance sheet at fair value. Dériga that are not hedges must be adjusted
to fair value through income. If the derivativeaifiedge, depending on the nature of the hedgegehan the fair value of derivatives will
either be offset against the change in fair valul® hedged assets, liabilities or firm commitnsethirough earnings or recognized in other
comprehensive income until the hedged item is meizegl in earnings. The ineffective portion of aidative's change in fair value will be
immediately recognized in earnings. The fair maxadtie of our derivatives is discussed under "uldify and Capital Resources".

Compliance with the Americans with Disabilities Act

Under the Americans with Disabilities Act (the "ADRall public accommodations and commercial faieii are required to meet certain
federal requirements related to access and useshlldd persons. These requirements became eff@ntl992. Compliance with the ADA
requirements could require removal of access brarr@d noncompliance could result in impositiofiinés by the U.S. government or an
award of damages to private litigants. Althoughbeéeve that our properties are substantially imptiance with these requirements, we may
incur additional costs to comply with the ADA. Adthgh we believe that such costs will not have eenwltadverse effect on us, if required
changes involve a greater expenditure than we wtlyranticipate, our results of operations, liqtydind capital resources could be materially
adversely affected.

Funds From Operations and Cash Available for Distrbutions

We consider funds from operations ("FFO") to beseful financial performance measure of the opegaterformance of an equity REIT
because, together with net income and cash flom®, provides investors with an additional basisval@ate the ability of a REIT to incur

and service debt and to fund acquisitions and athpital expenditures. FFO does not representietie or cash flows from operating,
investing or financing activities as defined by @elly Accepted Accounting Principles ("GAAP")slhould not be considered as an
alternative to net income as an indicator of owraping performance or to cash flows as a meaduiguidity. FFO does not measure
whether cash flow is sufficient to fund all casleds, including principal amortization, capital impements and distributions to stockholders.
Further, FFO as disclosed by other REITs may natdneparable to our calculation of FFO, as descriimdw. FFO and cash available for
distributions should not be considered as alteraatio net income as an indication of our perforceaor to cash flows as a measure of
liquidity.

FFO equals net income (computed in accordance®@AtAP) excluding gains (or losses) from debt regtriting and sales of property, plus
depreciation and amortization, and after adjustsy@artunconsolidated partnerships and joint vesturre March 1995, the National
Association of Real Estate Investment Trusts ("NAREissued a clarification of the definition of EF The clarification provides that
amortization of deferred financing costs and depten of non-real estate assets are no longee doled back to net income in arriving at
FFO. In October 1999, NAREIT issued an additionatification effective as of January 1, 2000 staiirlg that FFO should include both
recurring and non-recurring operating results. @east with this clarification, non-recurring itertisat are not defined as "extraordinary"
under GAAP will be reflected in the calculationffO. Gains and losses from the sale of deprecideating property will continue to be
excluded from the calculation of FFO.

Cash available for distribution is defined as FleQuced by nomevenue enhancing capital expenditures for buildimgrovements and tena
improvements and lease commissions related to degameration space.
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FFO and cash available for distribution for theethand six month periods ended June 30, 2000 #8f#1d® summarized in the following
table (in thousands):

Three Months Ended Si x Months Ended
June 30, June 30,
2000 1999 20 00 1999
Funds from operations:
Income before minority interest and extraordinary i tem.....oooe... $14,475  $41,237 $61 927  $82,097
Add/(Deduct):
Dividends on preferred StocK........ccoeeeernee L (8,145) (8,145) (16 ,290) (16,290)
Severance costs and other division closing - 1,233 - 1,233
EXPENSES ovvieiiiiiieieseseeieneee e,
Loss/(Gain) on disposition of assets, net of inc ome tax 26,062  (1,524) 19 116 (2,093)
provision
Depreciation and amortization................... 29,362 27,705 57 ,690 55,861
Depreciation on unconsolidated affiliates....... 920 745 1 , 798 1,222
Funds from operations before minority interest ... 62,674 61,251 124 241 122,030
Cash available for distribution:
Add/(Deduct):
Rental income from straight-line rents.......... . L (3,995) (3,524) 7 ,795)  (7,509)
Amortization of deferred financing costs....... 577 734 1 ,298 1,512
Non-incremental revenue generating capital
expenditures (1):
Building improvements paid.................... (2,296) (2,957) 3 ,665)  (4,475)
Second generation tenant improvements paid.... (5,048) (4,112) Cl ,830) (10,121)
Second generation lease commissions paid...... .. (3,678) (4,082) 6 ,809) (7,613)
Cash available for distribution............. . L $48,234 $47,310 $97 440  $93,824
Weighted average common shares/common units
outstanding - basic (2).....cccccvvvvvvvceeeees 68,043 70,445 68 ,649 70,329
Weighted average common shares/common units
outstanding - diluted (2)....cccccovvvevveeeees 68,358 70,468 68 ,854 70,360
Dividend payout ratios:
Funds from operations.........cccccoceeevvcees e 60.5% 62.1% 61.5% 62.3%
Cash available for distribution........c........ . . 78.7% 80.4% 78.4% 81.0%

(1) Amounts represent cash expenditures.

(2) Assumes redemption of Common Units for shaf&Somnmon 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 July 31, 2000, the Company's Board of Directtzdared a dividend of $0.57 per share for thersgcmarter ended June 30, 2000 ($2.28
on an annualized basis) payable on August 23, gb8tbckholders of record as of August 10, 2000.
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Disclosure Regarding Forward-Looking Statements

Some of the information in this Quarterly ReportForm 10-Q may contain forward-looking stateme8tsch statements include, in
particular, statements about our plans, strategidsprospects under "Management's Discussion aaty#ias of Financial Condition and
Results of Operations." You can identify forwardhong statements by our use of forward-looking tewtogy such as "may," "will,"

"expect,” "anticipate," "estimate,"” "continue" dher similar words. Although we believe that ouar, intentions and expectations reflected
in or suggested by such forward-looking statemargseasonable, we cannot assure you that our, pté@stions or expectations will be
achieved. When considering such forward-lookingesteents, you should keep in mind the following impot factors that could cause our
actual results to differ materially from those @ned in any forward-looking statement:

o our markets could suffer unexpected increasdswelopment of office, industrial and retail prajes;

o the financial condition of our tenants could detate;

o the costs of our development projects could exoee original estimates;

0 we may not be able to complete development, aitiui, reinvestment, disposition or joint ventprejects as quickly or on as favorable
terms as anticipated,;

0 we may not be able to lease or release spacklyjoicon as favorable terms as old leases;

0 we may have incorrectly assessed the environinemmaition of our properties;

0 an unexpected increase in interest rates woulgase our debt service costs;

0 we may not be able to continue to meet our l@emmriquidity requirements on favorable terms;

o we could lose key executive officers; and

o our southeastern markets may suffer an unexpedeiglithe in economic growth or increase in unemplegt rates.

Given these uncertainties, we caution you not é&@elundue reliance on forward-looking statements.uvtertake no obligation to publicly
release the results of any revisions to these fahl@king statements that may be made to reflegtfature events or circumstances or to
reflect the occurrence of unanticipated events.
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Property Information

The following table sets forth certain informatieith respect to our majority owned in-service aeg@lopment properties (excluding
apartment units) as of June 30, 2000 and 1999:

Rentable Percent Leased/
June 30, 2000 Square Feet Pre-Leased
In-Service:
OffiCe . i 26,227,000 94%
10,607,000 93%
1,660,000 94%
Total or Weighted Average...........c......... 38,494,000 93%
Development:
Completed - Not Stabilized
OffiCe .o 1,334,000 75%
131,000 69%
81,000 89%
Total or Weighted Average............ccc...... 1,546,000 75%
In Process
OffiCe .o 1,498,000 61%
Industrial........cccccovviieiiiiiiieees 395,000 82%
Retail......cooeeiiiie
Total or Weighted Average............ccc...... 1,893,000 65%
Total:
OffiCe . i 29,059,000
Industrial........cccccovviieieiiiiieees 11,133,000
Retail......ccoveiiiii 1,741,000
Total or Weighted Average..................... 41,933,000
June 30, 1999
In-Service:
OffiCe . i 26,666,000 94%
11,497,000 90%
1,790,000 91%
Total or Weighted Average..................... 39,953,000 93%
Development:
Completed - Not Stabilized
OffiCe . i 1,951,000 78%
Industrial.. 476,000 78%
Retail......cooveiiiii 119,000 97%
Total or Weighted Average............cccccc..... 2,546,000 79%
In Process
i 3,065,000 69%
472,000 17%
81,000 53%
3,618,000 61%
Total:
OffiCe . i 31,682,000
Industrial........cccccoviieieiiiiieees 12,445,000
Retail......ccoeeiiiiiie 1,990,000
Total or Weighted Average............cccccc..... 46,117,000
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The following table sets forth certain informatiarth respect to our properties under developmef dsine 30, 2000 ($ in thousands):

Rentable
In-Process Square
Name Market Feet
Office:
Genus Orlando 30,000
Intermedia Building 4 Tampa 211,000
IXL Richmond 59,000
ECPI Build-to-suit Piedmont
Triad 30,000
Centre Green One Research

Triangle 97,000
Intermedia Building 5 Tampa 185,000

Deerfield IlI Atlanta 54,000
Highwoods Plaza Tampa 66,000
380 Park Place Tampa 82,000
Maplewood Research

Triangle 36,000
Highwoods Tower Il Research

Triangle 167,000
Cool Springs Il Nashville 205,000
Highwoods Centre @

Peachtree Corners IlI Atlanta 54,000
North Shore Commons Richmond 116,000
Stony Point Il Richmond 106,000
In-Process Office Total or 1,498,000
Weighted Average ~  ----eee-
Industrial:

Jones Apparel Expansion

Piedmont

Triad 209,000
Holden Road Piedmont

Triad 64,000
Tradeport Place IlI Atlanta 122,000

In-Process Industrial Total
or Weighted Average 395,000

Total or Weighted Average
of all In-Process
Development Projects

(1) Includes the effect of letters of intent.
(2) We generally consider a development projettetatabilized upon the earlier of the first datehsproject is at least 95.0% occupied or one

year from the date of completic

Pre-Leasing
Estimated Costat Percentage
Cost 6/30/00 1) C

$ 3,307 $ 2,282 100%
29,773 20,542 100%
7,153 6,685 100%

3,020 2,324 100%

11,246 6,111 94%
27,633 3,758 100%
5,276 1,629 28%
7,505 1,992 20%
9,675 1,847 47%

3,901 624  100%
25134 6,812 72%
22,718 4,614 0%
5,140 952 0%
13,084 1,806 32%
11,425 —— 44%

$185,990 $61,978 61%

$ 6,071 $ 2,444 100%

2,014 33 40%
4,780 1,500 2%

$ 12,865 $ 3,977 82%

$198,855 $ 65,955 65%
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Estimated
stimated  Stabilization
ompletion 2)

3Q00 3Q00
3Q00 3Q00
3Q00 3Q00
4Q00 4Q00
3Q00 3Q01
3Q00 3Q01
4Q00 3Q01
4Q00 3Q01
1Q01 4Q01
1Q01 1Q02
1Q01 2Q02
2Q01 2Q02
2Q01 2Q02
2Q01 3Q02
2Q01 3Q02
4Q00 4Q00
4Q00 2Q01
4Q00 4Q01



Completed - Not Rentable Pre-Leasing Estimated

Stabilized Square Estimated Costat Percentage Estimated Stabilization
Name Market Feet Cost  6/30/00 1) Completion )

Office:
3737 Glenwood Avenue Research Triangle 108,000 16,700 17,095 92% 3Q99 3Q00
Deerfield II Atlanta 67,000 6,994 6,809 100% 3Q99 3Q00
Parkway Plaza 14 Charlotte 90,000 7,690 7,276 76% 3Q99 3Q00
Valencia Place Kansas City 241,000 34,850 32,403 83% 1Q00 4Q00
Lakepoint II Tampa 225,000 30,524 28,829 96% 4Q99 4Q00
Mallard Creek V Charlotte 118,000 12,262 11,717 49% 4Q99 4Q00
4101 Research Commons Research Triangle 73,000 9,311 8,771 100% 3Q99 4Q00
Highwoods Centre @

Peachtree Corners I Atlanta 109,000 9,238 8,869 60% 3Q99 4Q00

Capital Plaza Orlando 303,000 53,000 32,054 50% 1Q00 4Q01

Completed-Not Stabilized
Office Total or 1 ,334,000 $180,569 $153,823 75%
Weighted Average L i

Industrial:
Newpoint Il Atlanta 131,000 $ 5,167 $ 5,300 69% 3Q99 2Q01

Completed-Not Stabilized
Industrial Total or 131,000 $ 5,167 $ 5,300 69%
Weighted Average L i

Retail:

Valencia Place Kansas City 81,000 $ 16,650 $ 13,511 89% 1Q00 4Q00
Completed-Not Stabilized S e e e

Retail Total or 81,000 $ 16,650 $ 13,511 89%

Weighted S e e e

Average

Total or Weighted
Average of all A
Completed-Not Stabilized 1 ,546,000 $ 202,386 $172,634 75%
Development Projects e

Total or Weighted Average 3,439,000 $ 401,241 $ 238,589 70%
Average of all
Development Projects

(1) Includes the effect of letters of intent.
(2) We generally consider a development projettetatabilized upon the earlier of the first datehsproject is at least 95.0% occupied or one
year from the date of completic
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Rentable
Square Estimated Pre-Lea sing
Development Analysis Feet Costs Percenta ge (1)

(in thousands)
Summary by Estimated Stabilization Date:
Third Quarter 2000...........cccccvveeeeeernnnn. 565,000 $ 71,617 95 %
Fourth Quarter 2000.............cccceeiiueennns ... 1,086,000 121,926 85 %

First Quarter 2001.........ccceveveeeeeeeeennne -- -- --
Second Quarter 2001...........ccccvvvvireeeens 195,000 7,181 59 %
Third Quarter 2001........ 402,000 51,660 76 %
Fourth Quarter 2001............cccoeveernnnnen. 507,000 67,455 55 %
First Quarter 2002...........cccccvveeeenunnen. 36,000 3,901 100 %
Second Quarter 2002...........ccccvvvvvirieenns 426,000 52,992 28 %
Third Quarter 2002............cccvveeernnnen. 222,000 24,509 38 %
Total or Weighted Average...........c......... .. 3,439,000 $ 401,241 70 %
Summary by Market:
Atlanta.........ocoeeiiiiiie 537,000 $ 36,595 61 %
Charlotte.........oocveveiiiiiiiiiieeeee 208,000 19,952 61 %
Kansas City.........ccoeevvvvveiieieiieneeennn, 322,000 51,500 85 %
Nashville.... 205,000 22,718 --
Orlando........ccuveeeeiiiiiiieiiiieeeees 333,000 56,307 55 %
Piedmont Triad.........cccceeviiieeeiniieenn. 303,000 11,105 87 %
Research Triangle..........c.ccccvvvvevennnnnn. 481,000 66,292 87 %
Richmond............ e ————— 281,000 31,662 51 %
TaAMPA.cci it 769,000 105,110 86 %
Total or Weighted Average.............ccc..... 3,439,000 $ 401,241 70 %
Build-to-Suit.........ccoveeiniiiiieinns 724,000 76,957 100 %
Multi-Tenant..........ccccceevvieeeeeennnn. ... 2,715,000 324,284 62 %
Total or Weighted Average...........c......... .. 3,439,000 $ 401,241 70 %
Average
Rentable Average Pre-Lea sing
Square Estimated Percentag e (1)
Feet Costs

(in thousands)

Office...ccviiiiiiiiii, 118,000 $ 15,273 67 %
Industrial.... 131,500 4,508 78 %
Retail........coooiiiiiiii 81,000 16,650 89 %
Al 118,586 $ 13,836 70 %

(1) Includes the effect of letters of intent.
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Office Leasing Statistics
Three Months Ended

The following tables set forth certain informatiainout our leasing activities at our majority-ownedervice properties (excluding apartment
units) for the three months ended June 30 and Mat¢cR2000 and December 31 and September 30, 1999.

6/30/00 3/31/00 12/31/99 9/30/99 Aver age
Net Effective Rents Related to
Re-Leased Space:
Number of lease transactions
(signed leases) 221 207 251 234 228
Rentable square footage leased 990,663 931,686 1,337,611 1,015,789 1,068, 937
Average per rentable square foot
over the lease term:
Base rent 18.43 $ 1704 $ 1728 $ 1461 $ 16 .84
Tenant improvements (1.39) (1.07) (0.90) (0.70) (1 .02)
Leasing commissions (0.57) (0.40) (0.36) (0.38) © A43)
Rent concessions (0.05) (0.04) (0.04) (0.03) © .04)
Effective rent 16.42 15.53 15.98 13.50 15 .36
Expense stop (1) (5.37) (5.00) (5.09) (3.92) (4 .85)
Equivalent effective netrent $ 11.05 $ 1053 $ 1089 $ 958 $ 10 51
Average term in years 5 4 5 4 4
Capital Expenditures Related to
Released Space:
Tenant Improvements:
Total dollars committed under ~ $5,510,054 $4,756,023 $6,224,907 $3,602,102 $5,023, 271
signed leases
Rentable square feet 990,663 931,686 1,337,611 1,015,789 1,068, 937
Per rentable square foot $ 556 $ 510 $ 465 $ 355 $ 4 .70
Leasing Commissions:
Total dollars committed under
signed leases $2,392,441 $1,505,559 $2,151,399 $1,560,041 $1,902, 360
Rentable square feet 990,663 931,686 1,337,611 1,015,789 1,068, 937
Per rentable square foot $ 241 $ 162 $ 161 $ 154 $ 1 .78
Total:
Total dollars committed under
signed leases $7,902,495 $6,261,582 $8,376,306 $5,162,143 $6,925, 631
Rentable square feet 990,663 931,686 1,337,611 1,015,789 1,068, 937
Per rentable square foot $ 7.98 $ 672 $ 626 $ 508 $ 6 .48
Rental Rate Trends:
Average final rate with expense
pass throughs $ 16.59 $ 1579 $ 1696 $ 14.09 $ 15 .86
Average first year cash rental
rate $ 17.58 $ 1676 $ 17.16 $ 1493 $ 16 .61
Percentage increase 6.02% 6.11% 1.16% 5.94% 4 72%

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buildiexpense and common area maintenance
which we will not be reimbursed by our tenants.
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Industrial Leasing Statistics
Three Months Ended

6/30/00 3/31/00 12/31/99 9/30/99 Aver age
Net Effective Rents Related to
Re-Leased Space:
Number of lease transactions
(signed leases) 46 66 64 50 57
Rentable square footage leased 362,521 1,305,697 543,522 815,044 756 ,696
Average per rentable square foot
over the lease term:
Base rent $ 514 $ 434 $ 585 $ 486 $ 5.05
Tenant improvements (0.28) (0.19) (0.38) (0.14) ( 0.25)
Leasing commissions (0.12) (0.11) (0.11) (0.10) ( 0.11)
Rent concessions (0.01) (0.00 (0.01) (0.00) ( 0.01)
Effective rent 4.73 4.04 5.35 4.62 4.69
Expense stop (1) (0.48) (0.14) (0.39) (0.18) ( 0.30)
Equivalent effective netrent $ 4.25 $ 390 $ 496 $ 444 % 4.39
Average term in years 4 5 4 3 4
Capital Expenditures Related to
Re-leased Space:
Tenant Improvements:
Total dollars committed under $ 389,592 $ 966,338 $1,042,852 $ 692,497 $ 772 ,820
signed leases
Rentable square feet 362,521 1,305,697 543,522 815,044 759 ,696
Per rentable square foot $ 1.07 $ 074 $ 192 $ 085 $ 1.02
Leasing Commissions:
Total dollars committed under $ 185,028 $ 671,182 $ 222,728 $ 271,184 $ 337 531
signed leases
Rentable square feet 362,521 1,305,697 543,522 815,044 756 ,696
Per rentable square foot $ 051 $ 051 $ 041 $ 033 % 0.45
Total:
Total dollars committed under $ 574,620 $1,637,520 $1,265,580 $ 963,681 $1,110 ,350
signed leases
Rentable square feet 362,521 1,305,697 543,522 815,044 756 ,696
Per rentable square foot $ 1.59 $ 125 $ 233 $ 118 $ 1.47
Rental Rate Trends:
Average final rate with expense $ 4.44 $ 391 $ 550 $ 463 $ 4.62
pass throughs
Average first year cash rental rate  $ 4.72 $ 419 $ 566 $ 478 % 4.84
Percentage increase 6.35% 6.98% 2.84% 3.39%

4.70%

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buildiexpense and common area maintenance
which we will not be reimbursed by our tenants.
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Retail Leasing Statistics
Three Months Ended

6/30/00 3/31/00 12/31/99 9/30/99 Average
Net Effective Rents Related to
Re-Leased Space:
Number of lease transactions
(signed leases) 15 20 28 19 21
Rentable square footage leased 37,036 37,556 85,476 70,706 57 ,694
Average per rentable square foot
over the lease term:
Base rent $ 21.84 $ 19.81 $ 1454 $ 2458 $ 2 0.19
Tenant improvements (1.97) (0.60) (1.51) (0.66) ( 1.19)
Leasing commissions (0.57) (0.76) (0.59) (0.37) ( 0.57)
Rent concessions 0.00 0.00 0.00 0.00 0.00
Effective rent 19.30 18.45 12.44 23.55 1 8.44
Expense stop (1) (0.12) 0.00 0.00 0.00 ( 0.03)
Equivalent effective netrent $ 19.18 $ 18.45 $ 1244 $ 2355 $ 1 8.41
Average term in years 8 5 8 5 6
Capital Expenditures Related to
Re-leased Space:
Tenant Improvements:
Total dollars committed under
signed leases $ 914,200 $ 82,365 $1,119,000 $ 437,735 $638 ,325
Rentable square feet 37,036 37,556 85,476 70,706 57 ,694
Per rentable square foot $ 2468 $ 219 $ 1309 $ 619 $ 1 1.06
Leasing Commissions:
Total dollars committed under
signed leases $ 175,122 $ 145,060 $ 397,123 $124,241 $210 ,386
Rentable square feet 37,036 37,556 85,476 70,706 57 ,694
Per rentable square foot $ 473 $ 3.86 $ 465 $ 176 $ 3.65
Total:
Total dollars committed under
signed leases $ 1,089,322 $ 227,425 $1,516,123 $561,976 $ 848 711
Rentable square feet 37,036 37,556 85,476 70,706 57 ,694
Per rentable square foot $ 2941 $ 6.06 $ 1774 $ 79 $ 1 4.71
Rental Rate Trends:
Average final rate with expense
pass throughs $ 16.60 $ 15.20 $ 887 $ 1912 $ 1 4.95
Average first year cash rentalrate $ 19.06 $ 18.68 $ 1241 $ 2230 $ 1 8.11

Percentage increase 14.82% 22.83% 39.86%  16.63% 2 1.15%

(1) "Expense stop" represents operating expensee(glly including taxes, utilities, routine buildiexpense and common area maintenance
which we will not be reimbursed by our tenants.
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The following tables set forth scheduled lease ratipins for executed leases at our majority-owmeskirvice properties (excluding apartment
units) as of June 30, 2000 assuming no tenant isesreenewal options.

Office Properties:

Per centage of  Annual Rents Percentage of
Lea sed Square Under Average Annual Leased Rents
Year of Number of Total Rentable F ootage Expiring Rental Rate Per Represented
Lease Leases Square Feet  Repr esented by  Leases (1) Square Foot for by Expiring
Expiration Expiring Expi ring Leases (in thousands) Expirations (1) Leases
Remainder of
2000 521 2,130,058 8.5% $ 35,376 $ 16.61 8.5%
2001 581 3,461,003 13.8% 57,654 16.66 13.9%
2002 609 3,356,797 13.4% 55,888 16.65 13.5%
2003 508 3,784,766 15.1% 63,852 16.87 15.4%
2004 391 2,776,447 11.1% 47,401 17.07 11.4%
2005 270 2,438,783 9.7% 39,153 16.05 9.4%
2006 66 1,689,017 6.7% 27,623 16.35 6.7%
2007 39 981,945 3.9% 15,266 15.55 3.7%
2008 53 1,405,514 5.6% 21,190 15.08 5.1%
2009 24 926,790 3.7% 14,739 15.90 3.6%
2010 and
thereafter 92 2,136,866 8.5% 36,411 17.04 8.8%
3,154 25,087,986 1 00.0% $ 414,553 $ 16.52 100.0%
Industrial Properties:
Per centage of  Annual Rents Percentage of
Lea sed Square Under Average Annual Leased Rents
Year of Number of Total Rentable F ootage Expiring Rental Rate Per Represented
Lease Leases Square Feet Repr esented by Leases (1)  Square Foot for by Expiring
Expiration Expiring Expi ring Leases (in thousands) Expirations (1) Leases
Remainder of
2000 72 844,578 8.6% 4,482 $5.31 9.3%
2001 106 1,721,011 17.5% 8,601 5.00 17.9%
2002 103 1,694,857 17.2% 7,508 4.43 15.6%
2003 75 1,242,504 12.6% 6,249 5.03 13.0%
2004 63 2,166,835 22.1% 9,325 4.30 19.3%
2005 29 400,902 4.1% 2,471 6.16 5.1%
2006 11 356,062 3.6% 2,277 6.39 4.7%
2007 11 451,348 4.6% 2,624 5.81 5.4%
2008 6 247,737 2.5% 2,014 8.13 4.2%
2009 6 268,813 2.7% 1,806 6.72 3.7%
2010 and
thereafter 12 438,976 4.5% 872 1.99 1.8%
494 9,833,623 100.0% $48,229 $ 4.90 100.0%

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

Per centage of
Leased
Square Annual Rents Average Per centage of
Total Footage Under Annual Rental Le ased Rents
Year of Rentable Re presented Expiring Rate Per Rep resented by
Lease Number of  Square Feet by Expiring Leases (1) Square Footfor E xpiring
Expiration Leases Expiring Leases (in thousands) Expirations (1) Leases
Remainder of
2000 50 161,041 10.1% $2,270 $14.10 7.3%
2001 49 108,352 6.8% 3,036 28.02 9.8%
2002 45 135,732 8.5% 2,350 17.31 7.6%
2003 46 113,566 7.1% 2,416 21.27 7.8%
2004 37 217,192 13.6% 2,617 12.05 8.4%
2005 32 80,564 5.1% 2,244 27.85 7.2%
2006 23 80,498 5.1% 1,788 22.21 5.8%
2007 11 53,641 3.4% 1,007 18.77 3.2%
2008 15 107,595 6.8% 3,649 33.91 11.8%
2009 23 172,898 10.9% 3,269 18.91 10.5%
2010 and
thereafter 24 360,094 22.6% 6,369 17.69 20.6%
355 1,591,173 1 00.0% 31,015 $19.49 100.0%
Total:
Per centage of
Leased
Square Annual Rents Average Per centage of
Total Footage Under Annual Rental Le ased Rents
Year of Rentable Re presented Expiring Rate Per Rep resented by
Lease Number of  Square Feet by Expiring Leases (1) Square Footfor E Xpiring
Expiration Leases Expiring Leases (in thousands) Expirations (1) Leases
Remainder of
2000 643 3,135,677 8.6% $ 42,128 $13.44 8.5%
2001 736 5,290,366 1 4.5% 69,291 13.10 14.1%
2002 757 5,187,386 1 4.3% 65,746 12.67 13.4%
2003 629 5,140,836 1 4.1% 72,517 14.11 14.7%
2004 491 5,160,474 1 4.1% 59,343 11.50 12.0%
2005 331 2,920,249 8.0% 43,868 15.02 8.9%
2006 100 2,125,577 5.8% 31,688 14.91 6.4%
2007 61 1,486,934 4.1% 18,897 12.71 3.8%
2008 74 1,760,846 4.8% 26,853 15.25 5.4%
2009 53 1,368,501 3.7% 19,814 14.48 4.0%
2010 and
thereafter 128 2,935,936 8.0% 43,652 14.87 8.8%
4,003 36,512,782 10 0.0% $493,797 $13.52 100.0%

(1) Includes operating expenses pass throughsxahaldes the effect of future contractual rent iRses.
Inflation

Historically inflation has not had a significantpact on our operations because of the relativelyifdlation rate in our geographic areas of
operation. Most of the leases require the tenanpgy their pro rata share of increased incremap@tating expenses, including common
maintenance, real estate taxes and insurancebgherducing our exposure to increases in operapgnses resulting from inflation. In
addition, many of the leases are for terms of fleas seven years, which may enable us to repldstrexleases with new leases at a higher
base rent if rents on the existing leases are btevmarket rate.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

The effects of potential changes in interest ratesdiscussed below. Our market risk discussioludes "forward-looking statements" and
represents an estimate of possible changes indhie or future earnings that would occur assurhyppthetical future movements in interest
rates. These disclosures are not precise indicaft@spected future losses, but only indicatoreeaonably possible losses. As a result, a
future results may differ materially from those ggeted. See "Management's Discussion and Analfy§imancial Condition and Results of
Operations - Liquidity and Capital Resources" fatescription of our accounting policies and otiméoimation related to these financial
instruments.

To meet in part our long-term liquidity requirem&ntie borrow funds at a combination of fixed andalde rates. Borrowings under the
revolving loan bear interest at variable rates. IBng-term debt, which consists of long-term finags and the issuance of debt securities,
typically bears interest at fixed rates. In addifiove have assumed fixed rate and variable rateideonnection with acquiring properties.
Our interest rate risk management objective ignd the impact of interest rate changes on easangl cash flows and to lower our overall
borrowing costs. To achieve these objectives, ftiome to time we enter into interest rate hedge rems$ such as collars, swaps, caps and
treasury lock agreements in order to mitigate oterest rate risk with respect to various debtimsents. We do not hold or issue these
derivative contracts for trading or speculativepmses.

Certain Variable Rate Debt. As of June 30, 2000,Gbmpany had approximately $151.8 million of vialeéarate debt outstanding that was
protected by interest rate hedge contracts. Ifsbighted average interest rate on this variabke dabt is 100 basis points higher or lower
during the 12 months ended June 30, 2001, oureistexpense would be increased or decreased apataky $1.5 million. In addition, as of
June 30, 2000, we had $80 million of additionalalale rate debt outstanding that was protectedhtiptarest rate collar that effectively ke
the interest rate within a range of 65 basis poMts do not believe that a 100 basis point increasiecrease in interest rates would
materially affect our interest expense with respecthis $80 million of debt.

Interest Rate Hedge Contracts. For a discussiamiointerest rate hedge contracts in effect at Bn000, see "Management's Discussion
and Analysis of Financial Condition and Result©gpkrations - Liquidity and Capital Resources - Gajiation." If interest rates increase by
100 basis points, the aggregate fair market valuleese interest rate hedge contracts as of Jun20B0 would increase by approximately
$1.2 million. If interest rates decrease by 1009psints, the aggregate fair market value of thetsrest rate hedge contracts as of June 30,
2000 would decrease by approximately $1.0 million.

In addition, we are exposed to certain lossesaretrent of nonperformance by the counterpartiesuting hedge contracts. We expect the
counterparties, which are major financial institas, to perform fully under these contracts. Howgifehe counterparties were to default on
their obligations under the interest rate hedgédraots, we could be required to pay the full rate®ur debt, even if such rates were in excess
of the rates in the contracts.
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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, (1) J.C. Nichols and the named directodsadficers of J.C. Nichols breached their fidugiduties to J.C. Nichols' stockholders,
J.C. Nichols and the named directors and officétks@. Nichols breached fiduciary duties to memiodithe J.C. Nichols Company Employ
Stock Ownership Trust, (3) all defendants partitgdadn the dissemination of a proxy statement dointg materially false and misleading
statements and omissions of material facts in timieof Section 14(a) of the Securities Exchangeé@d 934 and (4) the Company filed a
registration statement with the SEC containing mltg false and misleading statements and omissairmaterial facts in violation of
Sections 11 and 12(2) of the Securities Act of 193& plaintiff seeks equitable relief and mone@aynages. We believe that the defendants
have meritorious defenses to the plaintiff's allesges and intend to vigorously defend this litigati By order dated June 18, 1999, the court
granted in part and denied in part our motion siés. The court has granted the plaintiff's mosieeking certification of the proposed class
of plaintiffs with respect to the remaining clainscovery in this matter has now been completad,vae are seeking summary judgment
dismissal of all claims asserted by the plainffintiff John Flake passed away on or about AhrR000, and plaintiff's counsel has
substituted his estate as the representative ififamthis action. Due to the inherent uncertadstof the litigation process and the judicial
system, we are not able to predict the outcomaisflitigation. At this time, we do not expect ttesult of this litigation to have a material
adverse effect on our business, financial condiiog results of operations.

Item 2. Changes in Securities and Use of Proceeds

(c) During the three months ended June 30, 20@0Ctmpany issued an aggregate of 9,911 sharesnoi@o Stock in connection with the
merger of Eakin & Smith, Inc. into the Company oprihl, 1996. The shares were issued to principaBakin & Smith, pursuant to an
exemption from the registration requirements of$eeurities Act of 1933. Each of the principalamsaccredited investor. We exercised
reasonable care to assure that the principals marpurchasing the shares with a view to theiridistion.

Item 3. Defaults Upon Senior Securities - NA
Item 4. Submission of Matters to a Vote of Securityolders

On May 24, 2000, we held our Annual Meeting of taalders. The final vote of the matters presentedhfvote at such meeting was as
follows:

Matter Fo r Against Broker Non-Vote Abstain

(A) Election of Directors

Gene M. Anderson............c....... 46,70 6,925 - - 367,833

Ronald P. Gibson.................... 46,71 6,534 - - 358,224

O. Temple Sloan, Jr................. 46,71 6,520 - - 358,238

John L. Turner.......ccccoeeueee. 46,71 1,267 - - 363,491

William E. Graham, Jr............... 46,72 8,262 - - 346,496
(B) Ratify appointment of Ernst & Young,

LLP as independent auditors......... 46,96 4,653 65,271 - 44,834

Item 5. Other Information - NA
Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits

30



Exhibit No.  Description

2 Agreement to Form Limited Liability Companies, entered into as
of August 9, 2000, by and among Mil ler Global Fund Ill, L.P.,
MGA Development Associates, L.P., H ighwoods Realty Limited
Partnership and Highwoods/Florida H oldings, L.P.

27 Financial Data Schedule

(b) Reports on Form 8-K - None
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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.
By:

/'s/ RONALD P. G BSON

Ronal d P. G bson
Presi dent and Chief Executive O ficer

/'s/ CARMAN J. LIUZZO

Carman J. Liuzzo
Chi ef Financial Oficer
(Principal Accounting O ficer)

Date: August 14, 2000
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EXHIBIT 2
AGREEMENT TO FORM LIMITED LIABILITY COMPANIES

AGREEMENT TO FORM LIMITED LIABILITY COMPANIES (this"Agreement"), entered into as of August 9, 20@G0abd among
MILLER GLOBAL FUND Ill, L.P., a Colorado limited p#nership ("MG 11I"), MGA DEVELOPMENT ASSOCIATES, IP., a Colorado
limited partnership ("MDA"), HIGHWOODS REALTY LIMI'ED PARTNERSHIP, a North Carolina limited partnepsfiHIW"), and
HIGHWOODS/FLORIDA HOLDINGS, L.P., a Delaware limitgoartnership ("HIW Florida").

WHEREAS, MGIII, HIW and HIW Florida wish to form Relaware limited liability company (the "OperatihgC") for the purposes, among
others, of acquiring, owning and operating in-sex\office buildings, with the buildings to be cabtrted or sold by HIW and HIW Florida
pursuant to one or more contribution agreementfapdrchase and sale agreements (each a "Purbasement”, and collectively, the
"Purchase Agreements"); and

WHEREAS, MG lll, HIW and HIW Florida also wish terfm a Delaware limited liability company (the "LahtdC") for the purpose of
acquiring a tract of land in Orlando, Florida, witie possibility of future development thereof astpf a coordinated project with other Pine
Street Properties (as hereinafter defined) to beeolwdirectly or indirectly, by the Operating LL&nd

WHEREAS, MG IIl, MDA, HIW and HIW Florida wish toreate a framework for the formation of one or morgted liability companies
(each a "Development LLC", and collectively, thee\@lopment LLCs"), which are intended primarilyexclusively for the development of
office and/or so-called "flex" buildings on landwmowned or hereafter acquired by MG Ill, MDA, HIVd{or HIW Florida, or one or more
of the affiliates of any of them;

NOW THEREFORE, for and in consideration of Ten Bl ($10.00), the foregoing recitals and other gadi valuable consideration, t
receipt and sufficiency of which are acknowledggdhe parties hereto, the parties hereby agreellasvé:

1. Closing; Purchase Prices and Contribution ValBesvided that all of the Conditions Precedenth@=inafter defined) are theretofore fully
satisfied or performed, or waived by the party artigs for whose benefit the subject Condition Pdent exists, the closing (the "Closing")
the transactions contemplated by this Agreemerite(@ovely, the "Transactions") shall take placdhat offices of HIW, at 9:00 a.m. local
time on October 25, 2000, or on such other dateasdch other time and place as the parties mayaityiagree; provided, however, that, if
on October 25, 2000, the parties are both using-gamith commercially reasonable efforts to effectuhi= Closing but cannot do so due to
inability to satisfy or perform one or more Conalits Precedent as of such date, either MG lll, erotie hand, or HIW and HIW Florida, on
the other hand, may unilaterally extend the Closiageunder one time, to a date in no event later Becember 1, 2000. MG III, HIW and
HIW Florida hereby agree that the purch



prices or contribution values for the propertiesgmsed to be acquired by the Operating LLC and.émel LLC (each a "Property" and
collectively, the "Properties”) are set forth orh8dule 1 attached hereto and by this reference madet hereof.

2. Inspection Period. (a) The parties acknowletigethe willingness of MG 1l to enter into the Tisactions is subject to its satisfaction with
the Properties. The parties hereby agree that M&hdll have the period of time from the executi@neof until 5:00 p.m., Eastern Daylight
Time, on October 9, 2000 (the "Inspection Periad\hich to conduct its inspections of the ProgertiHIW and HIW Florida hereby agree
provide the information described in Section 6.2haf form of Purchase Agreement attached hereffoxaibit A and by this reference made a
part hereof. (Each of MG Ill, HIW and HIW Florideteby acknowledges and agrees that Exhibit A hemdathe exhibits attached thereto,
with only such additions and modifications as azeassary to conform Exhibit A to the facts of tlaetigular transaction at hand (i.e.,
appropriate parties, legal descriptions, agreenhped title exceptions, whether transaction i®atgbution or purchase and sale of the
subject Properties, etc.), or as MG Ill, HIW andf¥W Florida may otherwise mutually agree, shalelngployed as the Purchase Agreement
in each of the acquisitions of the Properties ley@perating LLC and the Land LLC and for the adtjois of land by each of the
Development LLCs (collectively, the "Developmenndd.) MG Ill and its agents and employees shallehide right to enter upon the
Properties and the Development Land for the purpbseaking inspections, at MG IlI's sole risk, castl expense, and subject to the righ
the tenants thereof, if any. All of such entriealshe at reasonable times, upon reasonable advenioe and during normal business hours,
and HIW or HIW Florida, as appropriate, or its agsmall have the right to accompany MG Il or iteeats or employees during any activities
performed on the Properties and the Developmend st |1l and its designees shall also have thktrig meet with employees and
management personnel of HIW and HIW Florida, tesiapdvernmental agencies and such other thirdgsaas MG Il determines will be
helpful in evaluating the Properties and the Depeient Land; provided that MG Il shall give reasoiesadvance notice of any proposed
meetings with tenants or governmental agencieddWdor HIW Florida, as appropriate, or its agenglshave the right to accompany MG

or its agents or employees during any of such mgetiMG IIl shall promptly provide to HIW or HIW &ilida, as appropriate, copies of all
third-party physical inspection reports (including, withdimitation, environmental and engineering rep@mnd asbestos studies, but exclu
any financial or legal due diligence which MG Ilagnobtain or perform) which MG Il may obtain refaj to the Properties.

(b) If MG Il is dissatisfied, for any reason or reason and in MG llI's sole and absolute discretigth the result of MG IlI's inspections,
then MG Ill may terminate this Agreement by notifyiall parties hereto of such termination at ametbetween the date hereof and 5:00
p.m., Eastern Daylight Time, on October 9, 2000erghpon all parties shall be released from alhirbbligations under this Agreement,
except for those which expressly survive such teatmn. If MG Il terminates this Agreement purstitmthe terms hereof, MG Il shall,
upon HIW's or HIW Florida's written request, protgpteliver to HIW or HIW Florida, as appropriate, aertify the destruction of, destroy all
due diligence documents as required by the letfaveamen



referred to in Section 11 hereof, such obligatmsurvive the termination of this Agreement. UpoG MI's waiver of or failure to duly
exercise its right to terminate described in thest®n 2(b), MG Il shall have elected to procedthwhe formation of the Operating LLC, the
Land LLC and the Development LLCs agreed upon dutfie Inspection Period pursuant to the termsisfAlyjreement.

(c) Notwithstanding any provision of this Agreemémthe contrary, MG Il hereby indemnifies andees to defend and hold harmless HIW
and HIW Florida and their respective officers, diges, partners, members, agents and employeesharsticcessors and assigns of any
thereof, from and against any and all losses, dattamages, liabilities, attorneys' and accouritéegs, costs of litigation and all other
expenses arising from the investigation of or enpygn the Properties or the Development Land, @ioly without limitation, mechanic's or
materialmen's liens. If MG Ill does not consumnthi Transactions, it shall repair any damage cabgéis entry onto any of the Properties
or the Development Land. The provisions of this

Section 2(c) shall expressly survive the Closintherearlier termination of this Agreement.

(d) The scope of any Phase Il environmental inspedf any of the Properties or the Developmentd_ahall be subject to the prior written
consent of HIW or HIW Florida, as appropriate, whghall not be unreasonably withheld, conditionededayed.

(e) To the maximum extent permitted by applicable, lexcept for the representations and warranfieBW and HIW Florida contained in
this Agreement, the Purchase Agreements and thentgrds of conveyance and assignment to be deliargat Closing (collectively,
"Highwoods' Warranties"), this Agreement is mad#hedit representation, covenant or warranty of ang kwhether express, implied, or, to
the maximum extent permitted by applicable lawtustay) by HIW and HIW Florida. As a material paftthe consideration for this
Agreement, MG Il agrees that the Properties aedtbvelopment Land will be offered by HIW and HIWbfida on an "AS I1S" and

"WHERE IS" basis, with all faults and any and alint and patent defects, and without any repratentor warranty, all of which HIW and
HIW Florida hereby disclaim, except for HighwooWd#arranties. Except for Highwoods' Warranties, noramty or representation is made by
HIW or HIW Florida as to

(a) fitness for any particular purpose, (b) merdahitity, (c) design, (d) quality, (e) conditiorf) bperation or income, (g) compliance with
drawings or specifications, (h) absence of deféitapsence of hazardous or toxic substanceab§gnce of faults, (k) flooding, or (1)
compliance with laws and regulations, includingthwut limitation, those relating to health, safatd the environment. MG Il acknowledges
that MG Il has entered into this Agreement with thtention of making and relying upon its own istigations of the physical,
environmental, title, survey, economic and legahptiance condition of the Properties and the Dgwelent Land, and that, except for
Highwoods' Warranties, MG Il is not now relyingycawill not later rely, upon any representationd amrranties made by HIW or HIW
Florida or anyone acting or claiming to act, byptigh or under or on its behalf. The provisionshas

Section 2(e) shall survive the Closing or any teation of this Agreement and shall not be mergéaltime closing document



3. Agreements Respecting Properties.
(a) Title.

(i) Delivery of Title Commitments. As soon as re@ably practicable following the date hereof (but lader than September 8, 2000), each of
HIW and HIW Florida shall, at its expense, make o@rcially reasonable efforts to deliver or causkddalelivered to MG I

(A) owner's title insurance commitments (colleclyyehe "Title Commitment") covering the Propertigs be issued by Chicago Title
Insurance Company (the "Title Company"), pursuamhich the Title Company will agree to insurestitb the Properties under an ALTA
Owner's Policy Form B 1970 (or, if not availablack other form as is available) Extended Coveradhe full aggregate amount of the
Purchase Prices and Contribution Values (as sunistare defined in the Purchase Agreements), gdiinthe standard printed exceptions
related thereto to be deleted upon receipt of theey (as hereinafter defined), a current tax fieatie and mechanics' lien affidavits from
HIW and HIW Florida (such affidavits to be in forand content reasonably acceptable to HIW, HIW Blyrthe Operating LLC and the La
LLC, respectively), with the exception for taxeslassessments to be limited to real property tardsassessments for the year of closing,
not yet due and payable, and with the title exoeptdr the leases and tenancies of the Properatie¢tively, the "Leases") to be limited to
the leases in effect as of the Closing, as spedifieHIW and HIW Florida in affidavits to be proed to the Title Company at the Closing.
The Title Commitment shall also provide for issuaif a non-imputation endorsement protecting ther&mng LLC and the Land LLC
against matters in the knowledge of HIW and HIWriela (as sellers or contributors and as membetiseo©perating LLC and the Land
LLC); and

(B) True and correct legible copies of any andratruments referred to in the Title Commitmentasstituting exceptions or restrictions
upon the title of HIW and HIW Florida to the Profies.

(i) Survey. As soon as reasonably practicableofeihg the date hereof, MG Il shall, at MG llI'spense, make commercially reasonable
efforts to cause to be delivered to MG Ill and HOAVHIW Florida, as appropriate, surveys of the Rraps (collectively, the "Survey"),
certified to MG |Il, the Operating LLC or the LahdlC, as appropriate, and the Title Company, mada buly licensed surveyor. The Sun
shall be improvement survey plats in accordanck iy statutory requirements for improvement suplays and with "Minimum Standard
Detail Requirements for ALTA/JACSM Land Title Sun&y jointly established and adopted by ALTA and ACH 1999, shall meet the
requirements of the Urban Survey, as defined theegid shall include Table A items 1 through 16witém 5 revised to require datum of
elevations only. The Survey shall show the locatiball improvements on the Properti



(iii) Title and Survey. On or prior to 5:00 p.m.a&ern Daylight Time, on the earlier to occur gfthe twentieth (20th) day following the
delivery of all of the items to be delivered in agtance with Sections 3(a)(i) and 3(a)(ii) abowe(yd the fifth (5th) day prior to the end of t
Inspection Period, MG Il shall deliver in writinrg HIW or HIW Florida, as appropriate, such objent as MG Ill may have to anything
contained in the Survey or the Title CommitmentyAnch item disclosed in the Survey or the TitlenBatment to which MG Il does not
timely object within the twenty

(20)-day period shall be deemed a "Permitted Eieeption" under the appropriate Purchase Agreeriéithin five (5) days of receipt of
any notice of objections by MG Il (it being undersd that MG 11l may deliver one or more such nesi; HIW or HIW Florida, as
appropriate, shall notify MG 11l either (A) of trections that HIW or HIW Florida, as appropriatell ¥éike to correct MG llI's objections, or
(B) that HIW or HIW Florida, as appropriate, wilbhor cannot satisfy all or certain of the itemaabfich MG Il has given timely notice of
objection (collectively, the "Uncured Title Objemtis"). If HIW or HIW Florida, as appropriate, fatts timely respond, HIW or HIW Florida,
as appropriate, shall be deemed to have electet wotrect any of such objections. In such casg, INIshall, before the end of the
Inspection Period, either (I) waive the Uncuredel@®bjections, and proceed to close the Transa{gubject to MG llI's right, prior to the
Closing, to give notice of objections not evidenbgdhe Title Commitment or the Survey), or (lljrténate this Agreement by giving written
notice to the other parties hereto; provided, hawethat MG Il shall have the right to have thecured Title Objections constituting liens or
monetary claims (other than environmental lienslaims) satisfied by reduction of the PurchasedPoicContribution Value (as defined in
each Purchase Agreement) at the Closing and reaaivedit for such amounts. If MG IIl does not givatice of its election to waive the
Uncured Title Objections, it shall be deemed toehaaived the Uncured Title Objections. Current samet yet due and payable, the Leases
and any additional exceptions to be added to tHe Tommitment by the Title Company as disclosedhgySurvey or upon deletion of the
standard printed exceptions relating thereto, wndgected to by MG 1l as provided above, shaldbemed to be Permitted Title Exceptions.
If, after delivery of the Title Commitment and prio the Closing, the Title Company gives noticé@ Ill of any additional exceptions to
titte, MG 11l shall have the right to give furthaotice within five (5) days that MG 11l considensch exceptions to be Uncured Title
Objections (collectively, "Additional Uncured Tit@bjections"); provided, however, that (A) if théo€ing would otherwise occur before MG
[l has had a full period for waiving the Additidnancured Title Objections or terminating this Agneent, MG llI shall have the right to
extend the closing hereunder to permit the perfodactice as provided above; (B) if HIW or HIW Fida, as appropriate, notifies MG 111
that HIW or HIW Florida, as appropriate, intendsake actions approved by MG Il (which approvailshot be unreasonably withheld,
conditioned or delayed) to correct the Additionalcured Title Objections, HIW or HIW Florida, as appriate, shall have the right to extend
the closing for up to thirty (30) days for purposésompleting such actions, and (c) if HIW or HRbrida, as appropriate, fails to correct
Additional Uncured Title Objections for any reasmithin said thirty (30)-day period, if applicablG IlI shall have the right to have the
Additional Uncured Title Objections constitutingis or monetary claims (other than environmergaklior claims) satisfie



by reduction of the Purchase Price or Contributiaiue (as defined in each Purchase AgreementeaClbsing and receive a credit for such
amounts.

(b) Preservation of Leases, Service Contracts aratdgties. This Section 2(b) shall not apply todesaor proposed new leases for five
thousand (5,000) rentable square feet or less pexeeHIW's or HIW Florida's obligation to deliveopies of executed documents, as
provided below). Prior to the Closing, unless itians are consistent with the Argus Runs (as heftr defined) or mutually-agreed
underwriting assumptions (in which case only nosibell be required hereunder), neither HIW nor HHWrida shall, without MG 1lI's prior
written consent (which shall not be unreasonabthiéld, conditioned or delayed), amend or modify ltkases, including, without limitatic
any provisions thereof relating to the paymenteasing commissions, tenant improvement allowanc#secallowance of rent concessions
the Service Contracts, nor enter into any new leaservice contract, or cancel any Lease, Se@a#ract or Guaranty, or consent to any
surrender or release of any Lease or Guaranty anyassignment or sublease under any such Léad& lllI's consent is required, HIW or
HIW Florida, as appropriate, shall give notice oy auch contemplated action (including a copy of applicable letter of intent, related
financial or credit information and the proposedwuwoentation) and MG 1l shall give HIW or HIW Fld&, as appropriate, either its consent
or objection, including a statement of its reasfmn®bjections, within one (1) business day ofé@seipt of such notice. It shall be deemed to
be reasonable for MG Il to refuse consent if theppsed transaction would be materially inconsistéth said the Argus Runs or mutually-
agreed underwriting assumptions. If MG Ill failsgive notice of its election within said time petjdt shall be deemed to have given its
consent to said request. HIW or HIW Florida, asrappate, shall, from and after the date heredh&odate of Closing, subject only to the
foregoing, perform and discharge all of the duéied obligations and otherwise comply with everyariat covenant and agreement of the
landlord or lessor under the Leases, in its orgimaanner of business and within the time limitsuiegd thereunder. In any event, HIW or
HIW Florida, as appropriate, shall deliver copiégxecuted documents (any new leases, serviceamstor guarantys or any amendment or
modification of any Lease, Service Contract or Gugy) within five (5) business days following exdon by all parties.

(c) Tenant Estoppel Certificates. HIW and HIW Hiarishall make reasonable efforts to obtain andeleio the Operating LLC, the Land
LLC and the Lender (as hereinafter defined), gir@r to the Closing, a tenant estoppel certificatéstantially in the form attached as
Exhibit H to the Purchase Agreement (which form b@sn previously approved by the parties heretiestuto any modifications that the
Lender may require) (each a "Tenant Estoppel Geatdé", and collectively, the "Tenant Estoppel Giedtes”) with respect to each of the
Leases, duly executed by the tenant thereundedated within thirty (30) calendar days of the daftéhe Closing. If HIW and HIW Florida
are unable to so obtain and deliver Tenant Estoppdificates from each tenant, then HIW and HIWriela, as appropriate, may deliver,
subject to MG lII's rights with respect theretahaseinafter set forth, on or before the Closingylastitute certificate of HIW or HIW Florida,
as appropriate, addressing the items set forth¢h &enant Estoppel Certificate which HIW or HIV@idla, as appropriate, is unable



obtain (but granting HIW or HIW Florida, as appriape, the benefit of "knowledge" qualificationssituations analogous to those in which
the tenant was given such benefit), in which HIWH&W Florida, as appropriate, indemnifies the OiataLLC, the Land LLC and the
Lender and holds the Operating LLC, the Land LL@ #re Lender harmless from and against any arldsaes, liabilities, claims, costs and
expenses incurred by the Operating LLC, the Lan@ land the Lender after the Closing as a resulhgffalse statement of HIW or HIW
Florida, as appropriate, contained in any suchtgutes certificate. MG Ill's obligation to close feeinder shall be subject to its receipt of
Tenant Estoppel Certificates from each of the temander the Major Leases and Tenant Estoppelficatés or substitute certificates from
those tenants leasing at least eighty percent (8@% aggregate of the remaining rentable spaemy of the Properties (excluding the
rentable space occupied under the Major Leasesyeker, if HIW or HIW Florida, as appropriate, haeh unable to obtain a Tenant
Estoppel Certificate from any tenant under anyhefiajor Leases, MG Il shall have the right tarterate this Agreement by written notice
to HIW or HIW Florida, as appropriate, in which ev¢he parties shall have no further rights orgdtiions hereunder, except for those which
expressly survive any such termination. Howeve)@ Ill, at MG llI's option and in its sole and athste discretion, elects not to so termir
this Agreement, and HIW and HIW Florida are willitggdeliver, and MG lll is willing to accept, on before the Closing, a sufficient numl
of substitute certificates to provide Tenant Eswertificates from, or substitute certificates, fienants under each of the Major Leases,
HIW and HIW Florida shall deliver a sufficient nuetof substitute certificates to provide TenanblBptl Certificates or substitute
certificates for all tenants under the Major Leamed tenants leasing at least eighty percent (80%h)e aggregate of the remaining rentable
space in each of the Properties (excluding theal@atspace occupied under the Major Leases), &@ltsing shall occur hereunder. If,
subsequent to the Closing, the Operating LLC, thied L L C or the Lender receives any such TenantdpsicCertificates not previously
delivered, HIW or HIW Florida, as appropriate, $tia¢reafter be relieved of any further obligatarliability under or pursuant to the
indemnity of HIW or HIW Florida, as appropriate tivrespect to the particular Lease. Upon requesi®yill prior to the Closing, HIW or
HIW Florida, as appropriate, shall also use readslenefforts to obtain from parties to the Servien@acts (as defined in the Purchase
Agreements) estoppel certificates in a form realyrsatisfactory to MG IlI; provided, however, trat estoppel certificate for a Service
Contract shall not be a condition to closing hed=urunless such Service Contracts (i) expresslyiredhe giving of such estoppel, and (ii)
cannot be terminated without penalty on less than(@) months' notice. For purposes of this Agregm#ajor Lease" shall mean and refer
to each Lease having premises in excess of tesaimol(10,000) rentable square feet, if the buildinghich such premises are located
contains one hundred thousand (100,000) rentabl@rsdeet or less, and in excess of twenty thoug2®@00) rentable square feet, if the
building in which such premises are located costanore than one hundred thousand (100,000) rergghblkere feet.

(d) Condemnation or Destruction of Propert



(i) Condemnation. Upon becoming aware of the sai#f¥] or HIW Florida, as appropriate, agrees to gi@ Il immediate written notice of
any actual or threatened taking in condemnatidoya@minent domain (or a sale in lieu thereof) of ahthe Properties. Any actual or bona
fide threat of taking or condemnation for any palgi quasi-public purpose or use by any competethiosity in appropriate proceedings or
by any right of eminent domain of all or any pdrthtee Properties which would, in MG 1lI's reasor@pldgment, materially adversely affect
any Property or would, in itself, because of tineetiperiod necessary to respond to or resolve tiwnaar for any other reason, give rise to a
right of any tenant to terminate its Lease, slalMG llI's option, allow MG llI, by written notices HIW or HIW Florida, as appropriate, to
be received within fifteen (15) calendar days of MIG receiving notice of such bona fide threamndemnation or taking, or by the date of
Closing, whichever is earlier, to elect to terménttis Agreement.

(i) Damage or Destruction. If, prior to the Clogjrall or any material part of any Property is dgethor destroyed by any cause, HIW or
HIW Florida, as appropriate, agrees to give MArHiimediate written notice of such occurrence andhtitere and extent of such damage and
destruction, and, as soon thereafter as practicshéd provide MG Il with an estimate made byaanhitect, engineer or contractor ("HIW's
Professional"), selected by HIW or HIW Florida,agpropriate, and reasonably approved by MG Ilthefcost and amount of time required
to repair such damage. If such estimate cannobnedsdy be obtained by HIW or HIW Florida, as appraie, and delivered to MG 11l at least
ten (10) days prior to the Closing, then HIW or HRMdrida, as appropriate, shall so notify MG lllhereupon the date of the Closing shall
automatically be extended to such date as woubdvallG 111 ten (10) days before the Closing in whichmake its election hereunder. If a
material portion of any Property is damaged orrégsd or would, in itself, because of the time pémecessary to respond to or repair the
damage or destruction or for any other reason, igheeto a right of any tenant to terminate itsseaVG Ill, by written notice to HIW or HI\
Florida, as appropriate, to be received withireéft (15) calendar days of MG llI's receipt of netid such damage or destruction, or by the
date of the Closing, whichever is earlier, may eledcerminate this Agreement.

(iii) Termination. If this Agreement is terminated a result of the provisions of either Section@(dr Section 3(d)(ii) hereof, the parties
shall have no further rights or obligations hereameéxcept for those which expressly survive arghdarmination.

(iv) Awards and Proceeds. If MG Il does not eliecterminate this Agreement following any noticeadiona fide threat of taking or taking
condemnation or notice of damage or destructiantoProperty, as provided above, or if any suchtgldamage or destruction is not
material, this Agreement shall remain in full fomred effect and the Transactions, less any intéresty Property taken by eminent domai
condemnation, or sale in lieu thereof, shall bea#d. In the event of damage or destruction, H\\MI8V Florida, as appropriate, shall
promptly contract for and commence the require@irs@nd restoration and complete so much the



may be accomplished prior to the Closing. In thentwf damage or destruction which is not matetiie,Closing shall occur as scheduled,
and HIW or HIW Florida, as appropriate, shall bgp@nsible for completing the required repairs argdaration, at its own cost and expense,
after the Closing, and shall be entitled to allikade insurance proceeds therefor (other thandbésents insurance, if applicable, which shall
be payable to the Operating LLC (or the owner efaffected Property, as appropriate, as providé)elf the casualty is material and has
not been completely repaired prior to the Closarg] MG Il has elected not to terminate this Agreatras provided above, MG Ill may el
to either (A) extend the Closing until HIW or HIWdFida, as appropriate, shall have completed akins necessary to return such Proper
its pre-casualty condition; or (B) close on theestifled date of the Closing and assume the resplitysitr completing such repair, receive
all insurance proceeds and receive from HIW or HiM#ida, as appropriate, the deductible portiothefinsurance proceeds. In any event, if
MG Il elects to close, the Operating LLC (or therer of the affected Property, as appropriate)l shakive any insurance proceeds availi
to HIW or HIW Florida, as appropriate, or the Oprg LLC (or the owner of the affected Property agpropriate) for loss of rents after the
Closing as the result of such casualty (it beinghawledged by each of HIW and HIW Florida that, enis present insurance program, the
Operating LLC would be entitled to continue to ligedoss of rents payments after the Closing, &olitinits of the coverage in force, as long
as the insurance program remains in force). In sask, at the Closing, HIW or HIW Florida, as ajppiate, shall assign, transfer and set «
to the Operating LLC (or the owner of the affecRrdperty, as appropriate) all of the right, tittelanterest of HIW or HIW Florida, as
appropriate, in and to any taking awards, paymenissurance proceeds for the actual value of thpgrty lost or destroyed that have bee
may thereafter be made for any such taking oriedleu thereof or damage or destruction, to theeetxthat such awards, payments or
proceeds shall not have theretofore been use@$tonation of the Property pursuant to a plan storation approved in writing by MG III.
HIW or HIW Florida, as appropriate, shall assigritte Operating LLC (or the owner of the affectedgerty, as appropriate) its rights and
obligations under all construction contracts punsua which such restoration is being accomplished.

(v) Materiality Defined. For purposes of this SentB(d), damage or destruction to a part of thep&hty shall be deemed to be "material” in
the event that (a) fifteen percent (15%) of thereatable square feet within any Building is takemlamaged, (b) HIW's Professional's
estimate of the cost of repairing or restoringsame is greater than $1,000,000.00, or

(c) HIW's Professional's estimate of the time rezplito effect such repairs or restoration is inessoof one hundred eighty (180) days.

(e) Maintenance of Properties. Between the datedfig¢which shall be "the Contract Date" for thegmses of Section 9 of Exhibit A hereto)
and the Closing, HIW and HIW Florida covenant agtea to be bound by Section 9 of Exhibit A her



(f) Prorations. Section 4 of Exhibit A hereto shgdlvern prorations in connection with the Closiafger which time Section 4 of the Purchase
Agreements will control for the post-closing prasas and adjustments required thereunder.

(9) Financing of Properties. Each of MG lll, HIWdHRIW Florida shall use commercially reasonabler$f and reasonably cooperate to
secure mutually-acceptable nmzourse (subject to typical carveouts) financimgtifie acquisition of the Properties by the OpagatiLC anc
the Land LLC from a mutually-acceptable lender (thender”). If required in order to facilitate tf@regoing financing, HIW Florida or HIW
shall provide short-term financing for the acqusitof the Property known as 301 E. Pine Stre€agtital Plaza, one of the "Pine Street
Properties" (as described on Exhibit B attacheétheand by this reference made a part hereof)etimes of such financing shall be on the
same terms as the parties approve and obtain feomddr with respect to the balance of the Propeatieisshall use the same documents (with
appropriate revisions), but, unless the Lendergake the HIW or HIW Florida financing upon thelstaation of 301 E. Pine Street at
Capital Plaza following the stabilization thereibife Operating LLC shall be required to refinandd &xoperty on a nonecourse basis as s¢
as it is commercially reasonable to do so in otdeepay such loan by HIW or HIW Florida. In additj at its option, HIW or HIW Florida
may elect to loan any negative difference betwberaverage loan-to-value ratio on all of the Propeiand the loan-to-value ratio on any of
the Properties in the Orlando, Florida City Grobpt(only in amounts necessary to bring any of $rdperties up to the average loan-to-
value ratio for all of the Properties), upon theederms as the Lender's loan as aforesaid.

4. Entry Into Operating LLC and Land LLC. If MG Itloes not terminate this Agreement as hereinabowaded, MG Ill, HIW and HIW
Florida shall enter into the Operating LLC, in foem attached hereto as Exhibit C, and the Land Lising the same form approved for the
Development LLCs pursuant to Section 5 hereof {aodrporating the business understandings witheetsihereto that are set forth in
Exhibit D attached hereto and by this referenceeveagart hereof), respectively, immediately proothte Closing. It is also mutually agreed
and understood that, as a structural matter, trexddipg LLC will be the single member of four (4)ditional LLCs, which will own,
respectively, all of the Properties in each ofchies of Atlanta, Raleigh, Orlando and Tampa,t&t the first offer and buy-sell provisions of
the Operating LLC's operating agreement can beceseat on a city-by-city basis for all of the mengbep interests of each single-member
LLC so formed.

5. Development LLCs. MG Ill, MDA, HIW (on behalf @kelf and its affiliates which own developabladavhich may be suitable for
development by the Development LLCs) and HIW Flarfcespecting developable land owned by HIW Floiidtne State of Florida which
may be suitable for development by the Developrh&fits) have reached an agreement in principle t@kigvthe projects identified on
Schedule 2 attached hereto and made a part hetdgpéct only to customary and usual due diligeespecting the Development Land and
mutual agreement on a form of operating agreenweredich Development LLC, all of whi



shall be completed by the end of the InspectioibBeand hereby agree to use commercially reaseredfirts to identify any other
development projects which are suitable for und@rtaby the Development LLCs by the end of the gtjon Period. If any party is not
satisfied with the number or quality of the Devetamt LLCs which they have agreed to form by the @the Inspection Period (provided,
however, that all parties shall be deemed to beatisfied if there is agreement to form Developnmdr@s for all of the projects identified on
Schedule 2 hereto), such party may terminate thieément by written notice to the other partieeterThe parties agree that the operating
agreement of each Development LLC, at a minimumnsifall indicate that the Development LLC is inteddo be owned 50% by MG Ili
and/or MDA (or a wholly-owned affiliate of eithegnd 50% by one or more HIW entities; (b) shalimule for development fee income of
three percent (3%) of the total budgeted developrmests (including land costs) of the subject prpjaot to exceed $4.00 per square foot, to
be shared 68.75% to the development affiliate &/tdr HIW Florida, and 31.25% to Miller Global Praties, LLC or as it may direct; (c)
shall provide for the engagement of HIW as properanager and exclusive leasing agent, upon the tame and conditions as HIW is to
so engaged by the Operating LLC and the Land LLGumnt to Exhibit E hereto, and the engagementeatdf Property Services (or another
affiliate of MG IIl, MDA, or as either may directls property management services consultant upaetims set forth in Section 4.01 of
Exhibit E hereto; and (d) shall not contain anycatled "lock-out" period, during which the parttbereto are prohibited from exercising the
buy-sell provisions thereof.

6. Rental Shortfall; Master Leases. It is mutuallyeed and understood that HIW or HIW Florida h&sdase may be, shall be obligated to, at
its option, either reduce the Purchase Price oCtir@ribution Value (as such terms are definedhénRurchase Agreements), using MG llI's
going-in capitalization rates, or enter into onemmre master leases to cover tenant leases thaitdgenerate the expected operating income
set forth in the April 11, 2000 Argus runs withpest to the Properties (collectively, the "ArgusnR{), in order to provide the Operating L
with the operating income reflected in the Argusa\Ruwp to a maximum shortfall coverage of five patq5%) per building within each
Property. In the event that the tenancies in ah $wilding would require a reduction in the Puss®rice or the Contribution Value of mi
than five percent (5%), or would require HIW or HRlbrida, as the case may be, to master lease spaoger a shortfall in operating
income which is greater than five percent (5%)hef operating income set forth in the Argus Runs, MGhall have the right to terminate

this Agreement, and no party shall be entitleddgoitlated damages as a result thereof or haveuwathef rights or obligations hereunder,
except for those which expressly survive any sachination. Each of the master leases shall pravide as to any master-leased space that
is vacant as of closing or to become vacant dutiegerm thereof, HIW or HIW Florida, as the casgyrhe, shall be liable for the tenant
finish costs and leasing commissions for any repfent tenant put into possession during the tefrasah master leases in order to relieve
HIW or HIW Florida, as the case may be, of its gations thereunder; provided, however, that, @jospace which has a tenant in
possession under circumstances where such terawit [igying the full rent reflected in the ArgusriRuHIW or HIW Florida, as the case n
be, shall be responsible for a



tenant improvement costs or leasing commissions regpect to such space only if HIW or HIW Florida,the case may be, puts a
replacement tenant into possession during the oéime applicable master lease in order to reliéi#' or HIW Florida, as the case may be,
from its obligations thereunder, and then, HIW ¢WH-lorida, as the case may be, shall be liablg & the prorated portion of tenant finish
costs and leasing commissions allocable to theger time from the execution of the replacemeaséeuntil the rental shortfall obligations
of HIW or HIW Florida, as the case may be, undershbject master lease would have terminated. Hjk&es to enter into a provisional
master lease as of closing for the 2 Raleigh Rebgaommons buildings where the tenants may notwavieen the time comes. In addition,
HIW and HIW Florida agree to add to Exhibit Q tekd&urchase Agreement at the Closing any vacanespat reflected as such on the
Argus Runs, but HIW or HIW Florida, as the case rhaywill also get credit at the Closing for anysp as to which the rentals exceed the
Argus Runs, using MG llI's capitalization ratesiggermine the credit. Such credit, if any, shalbffeet against the obligation of HIW or
HIW Florida, as the case may be, to pay rent utitdemaster leases (by elimination of master lehfigaiions and, if necessary, the reduc
of other master lease obligations in an amountaefit to cover such credit), but if the amounb®&offset exceeds such obligations, the
Operating LLC shall pay the difference to HIW oMAFlorida, as the case may be, out of "Net Caslw'Fas defined in the Operating LL(
operating agreement). Notwithstanding anythindhtodontrary contained in the operating agreemerthfoOperating LLC, all distributions
of Net Cash Flow shall be paid to HIW or HIW Flai¢hs contract vendors, and not as members ofpleea@ng LLC) until the total credit
due them hereunder has been paid, and before sinjpdiion thereof is made to the Members of thei@ping LLC. Highwoods Properties,
Inc., by its execution of this Agreement as the gneral partner of HIW, hereby agrees to guaeahte obligations of HIW and HIW
Florida under any master leases which either magw@® pursuant to this

Section 6.

7. Conditions Precedent to Closing. The obligatiohthe parties hereto to consummate the Closiag) bk subject to the satisfaction,
performance or waiver by the appropriate partyamheof the following conditions precedent (eaciCaridition Precedent" and collectively,
the "Conditions Precedent"):

(&) MG lll, MDA, HIW and HIW Florida, as approprigtshall have formed the Operating LLC, the Lanc€ldnd the Development LLCs
agreed upon during the Inspection Period, usinddiras of operating agreements provided for herein;

(b) MG lII, HIW and HIW Florida shall have arrangetditually-acceptable financing for the acquisitairthe Properties by the Operating
LLC and the Land LLC, and the Lender must be pregéo close thereunder;

(c) the Operating LLC and the Land LLC and HIW $halve executed and delivered Property Managemeht.aasing Agreements in the
form attached hereto as Exhibit E and by this exfee made a part here



(d) the Operating LLC, the Land LLC, and HIW or HIMbrida, as appropriate, shall have executed afidedted the Purchase Agreements
and all other documents required thereunder, acld ethe Purchase Agreements for the Propertiegpdsing the Orlando, Florida City
Group (as defined in Exhibit C hereto) shall pravfdr purchase price adjustments as provided intibdh attached hereto and by this
reference made a part hereof;

(e) HIW and/or HIW Florida and the Operating LLG tbe owner of the affected Property, as approgyighall enter into the master leases
contemplated by Section 6 above, the forms of whidil be agreed to by the parties prior to theadrttie Inspection Period,;

(f) the closing on the acquisition of all of theoPerties to be acquired by the Operating LLC ard.tlind LLC shall occur simultaneously
(unless mutually agreed to the contrary); and

(9) the conditions precedent contained in Sectidra@d 6.5 of each Purchase Agreement shall haare smisfied, performed or waived by
the appropriate party thereunder.

8. Default and Remedies.

(&) MG III's Default. If the Closing does not oc@as a result of a material default or willful bredxy MG 11l under the terms of this
Agreement, HIW and HIW Florida shall be entitled their sole remedy hereunder, to terminate thie&gent and to receive from MG lII,
liquidated damages hereunder (the parties heretzig that, for the purposes of this

Section 8(a) and Section 8(b) below, in the evieait the Closing fails to occur due to a defaulahy party, damages would be difficult or
impossible to ascertain, and thus, the liquidatedages provided for herein are intended as a rabkoastimate of such damages and not as
a penalty), the sum of Eight Million Dollars ($8@000.00).

(b) HIW's and/or HIW Florida's Default. If the Clog does not occur as a result of a material detaukillful breach by HIW and/or HIW
Florida under the terms of this Agreement, MG HHavViDA shall be entitled, as their sole remedy hader, to terminate this Agreement and
to receive from HIW and HIW Florida, jointly andvezally, as liquidated damages hereunder, the dugbt Million Dollars
($8,000,000.00).

(c) Termination. In the event that this Agreemearterminated in accordance with its terms, HIW Eitid/ Florida shall bear the cost of the
Title Commitment, MG Ill shall bear the cost of tBarvey and all other due diligence expenses thnts incurred (including, without
limitation, environmental investigations), and eaelnty shall otherwise bear its own costs and esg@&imcurred in connection herewi



(d) Post-Closing Defaults. Any post-closing default the untruth or breach, as the case may brepoésentations or warranties shall be
governed by the Purchase Agreements.

9. Brokerage. MG lll, MDA, HIW and HIW Florida eachpresents and warrants to the others that suth s not employed a real estate
broker or agent in connection with the Transactiexsept for Frederick Ross Company, whose compiensiaas been determined by
separate agreement and will be shared equally thygaoties. Each party agrees to indemnify and tradbthers harmless from any loss or
cost suffered or incurred by it as a result ofdteer's representation herein being untrue.

10. Assignment. None of MG Ill, MDA, HIW or HIW Himla shall, without the prior written consent oétbthers, which may be withheld in
each party's sole and absolute discretion, assigofits rights hereunder or any part thereofegt¢o a person or entity controlling,
controlled by or under common control with it (itnieh case the assignor shall remain fully liableif® assignee's performance hereunder). If
any assignment is made with consent, then the @ictioss shall be consummated in the name of, arahbythrough the authorized officials
of, any such assignee, but in no event shall asig@asr be released of its obligations under thises&gient as a result of any such assignment.

11. Confidentiality. Each party's obligations restp® confidentiality hereunder shall be governgdHat certain letter agreement dated M.

28, 2000 from Highwoods Properties, Inc. to Mil&iobal Properties, LLC. Notwithstanding the foragginothing contained herein shall be
construed so as to prohibit any party from making disclosure required by U.S. or foreign law, idthg any such disclosure required by
any Federal, state or local governmental agencyuort of competent jurisdiction, or any disclostirat is reasonably necessary to protect any
such party's interest in any action, suit or prdogg brought by or against such party.

12. Notices. Wherever any notice or other commuiuinds required or permitted hereunder, such eodicother communication shall be in
writing and shall be delivered by hand, by natibretcognized overnight express delivery servigelUb S. registered or certified mail, return
receipt requested, postage prepaid, or by electtoaisfer with prompt written confirmation, sest@ovided above to the addresses set out
below or at such other addresses as are specifiaditben notice delivered in accordance herewith:

MG Il and MDA: c/o Miller Global Propertie s, LLC
4649 South Ulster, Suite 15 00
Denver, Colorado 80237
Telephone: (303) 773-0369
Facsimile: (303) 694-0082
Attn: James H. Miller and D onald E. Spiegleman



With a copy to:  Isaacson, Rosenbaum, Woods & Levy, PC
633 17th Street, Suite 2200
Denver, Colorado 80202
Telephone: (303) 292-5656
Facsimile: (303) 292-3152

Attn: Lawrence J. Donovan, Jr., Esq.

HIW and HIW Florida: c/o Highwoods Realty Limite d Partnership
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27 604

Telephone: (919) 872-4924
Facsimile: (919) 876-6329
Attn: Ronald P. Gibson

With a copy to: Highwoods Realty Limited Pa rtnership
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27 604

Telephone: (919) 872-4924
Facsimile: (919) 876-6329

Attn: Mack D. Pridgen, IlI, Esq.
With a copy to:  Alston & Bird LLP

3605 Glenwood Avenue, Suite 310

Raleigh, North Carolina 27 612

Telephone: (919) 420-2206
Facsimile: (919) 420-2260
Attn: William R. Klapp, Jr ., Esq.

Any notice or other communication mailed as hergiva provided shall be deemed effectively givero(ajhe date of delivery, if delivered

by hand; (b) on the date mailed if sent by overhagtpress delivery or if sent by U.S. mail; or

(c) on the date of transmission, if sent by eledtraransfer device with a follow-up as providedad. Such notices shall be deemed received
(a) on the date of delivery, if delivered by hamawernight express delivery service;

(b) on the date indicated on the return receiptafled; or (c) on the date of transmission, if d@nelectronic transfer device, with a written
follow-up as provided above. If any notice mailed is priypeddressed but returned for any reason, sudbhenshall be deemed to be effec
notice and to be given on the date of mailing.

13. Miscellaneous.

(a) Governing Law; Headings; Rules of Constructibimis Agreement shall be governed by and constivadcordance with the internal laws
of the State of North Carolina, without referengcéhte conflicts of laws or choice of law provisiahgreof. The titles of sections and
subsections herein have been inserted as a matenweenience of reference only and shall not adrdr affect the meaning «



construction of any of the terms or provisions irerall references herein to the singular shalliide the plural, and vice versa.

(b) No Waiver. Neither the failure of either pattyexercise any power given such party hereundts imsist upon strict compliance by the
other party with its obligations hereunder, nor angtom or practice of the parties at variance tithterms hereof shall constitute a waive
either party's right to demand exact compliancé Wit terms hereof.

(c) Entire Agreement. This Agreement contains thte&r@ agreement of the parties hereto with resfmettte Transactions, and no
representations, inducements, promises or agrespaat or otherwise, between the parties not emglodaerein or incorporated herein by
reference shall be of any force or effect.

(d) Binding Effect. This Agreement shall be bindingon and shall inure to the benefit of the pattieseto and their respective heirs,
executors, administrators, legal representatives;essors and assigns (subject to Section 10 above)

(e) Amendments. No amendment to this Agreement Bedlinding on any of the parties hereto unles stmendment is in writing and is
executed by the party against whom enforcemenidi amendment is sought.

(f) Date For Performance. If the time period by evhany right, option or election provided undestAgreement must be exercised, or by
which any act required hereunder must be performely which the Closing must be held, expires alay other than a business day, then
such time period shall be automatically extendedudh the close of business on the next regulatigduled business day.

(9) Recording. Each of the parties agrees thaillitnat record this Agreement and that they wilk mecord a short form of this Agreement.

(h) Counterparts. This Agreement may be executeshynrnumber of counterparts (including facsimilermerparts, to be followed by the
circulation of copies of the original document éxecution), each of which shall be deemed to berigmal, but all of which, when taken
together, shall constitute but one and the sameiiment.

() Time of the Essence. Time shall be of the essaf this Agreement and each and every term anditton hereof.

(j) Severability. This Agreement is intended topgseformed in accordance with, and only to the expenmitted by, all applicable laws,
ordinances, rules and regulations, and is intenaiedi shall for all purposes be deemed to be, desimgegrated document setting forth all of
the agreements and understandings of the partietohand superseding all prior negotiations, ustdedings and agreements of such parties.
If any term or provision of this Agreement or thgphcation thereof to an



person or circumstance shall for any reason amahyoextent be held to be invalid or unenforceablen such term or provision shall be
ignored, and to the maximum extent possible, tigee@ment shall continue in full force and effectt Wwithout giving effect to such term or

provision.

(k) Interpretation. Each of the parties acknowledigethe others that both it and its counsel haveewed this Agreement and that the normal
rule of construction to the effect that any ambiigsiare to be resolved against the drafting plrél not be employed in the interpretation of
this Agreement or any amendments or exhibits hefetg words following the words "include," "includy,” "such as," "for example," or
similar words or phrases shall be illustrative cag are not intended to be exclusive, whetheobtamguage of nc-limitation is used



IN WITNESS WHEREOF, each of the parties heretodaased this Agreement to be executed and sealisl ¢hyly authorized signatory,
effective as of the day and year first above writte

HIW:

HIGHWOODS REALTY LIMITED PARTNERSHIP,
a North Carolina limited partnership

By: Highwoods Properties, Inc., a Maryland
corporation, its general partner

By: /s/ Mack D. Pridgen II1

Title: Vice President

HIW FLORIDA:

Highwoods/Florida Holdings, L.P., a Delaware
limited partnership

By: HHGHWOODS/FLORIDA GP CORP., a
Delaware corporation, its sole general partner

By: /s/ Mack D. Pridgen |11

Title: Vice President



MG Il

MILLER GLOBAL FUND Ill, L.P. a Colorado limited
partnership, its Manager

By: MG IV-GP, LLC, a Colorado limited liability
company, its sole general partner

By: MILLER GLOBAL PROPERTIES, LLC,
a Colorado limited liability company,
its sole member

By: /s/ James H. Mller

MDA

MGA DEVELOPMENT ASSOCIATES, L.P., a Colorado
limited partnership

By: [/s/ James H Mller

Aut hori zed Signatory



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 3 MOS 6 MOS
FISCAL YEAR END DEC 31 200 DEC 31 200
PERIOD START APR 01 200 JAN 01 200l
PERIOD END JUN 30 200 JUN 30 200!
CASH 52,91: 52,91:
SECURITIES 0 0
RECEIVABLES 77,13 77,13
ALLOWANCES 84z 84z
INVENTORY 0 0
CURRENT ASSET¢ 86,10¢ 86,10¢
PP&E 3,690,10! 3,690,10!
DEPRECIATION (268,884 268,88
TOTAL ASSETS 3,883,73! 3,883,73!
CURRENT LIABILITIES 117,20¢ 117,20¢
BONDS 1,714,53. 1,714,53.
PREFERRED MANDATORY 0 0
PREFERREL 397,50( 397,50(
COMMON 1,600,701 1,600,70!
OTHER SE (181,344 (181,344
TOTAL LIABILITY AND EQUITY 3,883,73! 3,883,73!
SALES 137,71¢ 273,62(
TOTAL REVENUES 145,12: 286,28(
CGS 41,42; 80,88¢
TOTAL COSTS 70,78¢ 138,57¢
OTHER EXPENSE! 5,44: 10,53¢
LOSS PROVISION (26,062 (19,116
INTEREST EXPENSE 28,352 56,12(
INCOME PRETAX 12,65:¢ 54,08t
INCOME TAX 0 0
INCOME CONTINUING 12,65: 54,08¢
DISCONTINUED 0 0
EXTRAORDINARY (839 (1,034
CHANGES 0 0
NET INCOME 11,81+ 53,05
EPS BASIC .07 .62
EPS DILUTED .07 .62
End of Filing
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