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ITEM 2. ACQUISITION OR DISPOSITION OF ASSETS.

On October 1 and October 7, 1997, Highwoods Prigsetinc. (the "Company") closed substantiallyodilits previously announced business
combination with Associated Capital Properties, [F&CP") and related portfolio acquisition (theCR Transaction"). The ACP Transaction
includes the acquisition of a portfolio of 84 offiproperties encompassing 6.5 million rentable sfeset (the "ACP Properties”) and
approximately 50 acres of land for developmeniimsarkets in Florida. To date, the Company hasmetad the acquisition of all but one
the ACP Properties, Signature Plaza in Orlandaiddo The Company expects to complete the acouisif Signature Plaza by October 17,
1997. (All information presented about the ACP Bation assumes the acquisition of Signature Blaza.

The ACP Properties were 90% leased as of June930J, The ACP Properties include 82 office proper(ié8 of which are suburban) in
Florida's four major markets, Orlando, Tampa, Jackile and South Florida, one 245,000-square $odiurban office property in
Tallahassee and one 51,88juare foot office property in Ft. Myers. The AC®perties include seven properties that ACP haguodntrac
to purchase.

Under the terms of the agreements relating to 68 Aransaction, the Company merged with Associ@sgultal Properties, Inc. and acquil
the ownership interests in the entities that ovenAKCP Properties for an aggregate purchase prigébf million. The cost of the ACP
Transaction consists of the issuance of 2,955,1diir@on Units (valued at $32.50 per Common Unit),gdsumption of $481 million of
mortgage debt ($391 million of which has been mdidy the Company), the issuance of 117,265 shafr@€mmon Stock (valued at $32.50
per share), a capital expenditure reserve of $lllomand a cash payment of $25 million. All Commidnits and Common Stock issued in
the transaction are subject to restrictions onsfieror redemption which will expire over a thresay period. All lockup restrictions on the
transfer of such Common Units or Common Stock id20eACP and its affiliates will expire in the eteari a change of control of the
Company or a material adverse change in the fiahoondition of the Company. Such restrictions wiflo expire if James R. Heistand,
former president of ACP, is not appointed or elées a director of the Company prior to Octobet988. Also in connection with the ACP
Transaction, the Company issued to certain affifiaf ACP warrants to purchase 1,479,290 shard®dommon Stock at $32.50 per share
exercisable after October 1, 2002.

Mr. Heistand has become a regional vice presidetitecoCompany responsible for its Florida operatiand an advisory member of the
Company's investment committee. Mr. Heistand isetq to join the Company's Board of Directors badome a voting member of the
Company's investment committee within the next y®hr Heistand has over 19 years of commercial estdte experience in Florida. Over
100 employees of ACP have joined the Company, dhietuthe two other members of ACP's senior manageteam, Allen C. de Olazarra
and Dale Johanne



ITEM 7. FINANCIAL STATEMENTS, PRO FORMA FINANCIAL INFORMATION AND EXHIBITS
Following is a list of the financial statementsy jorma financial information and exhibits filed apart of this report
(a) Financial Statements of Businesses Acquired
Associated Capital Properties Portfolio
Report of Independent Auditors
Combined Statements of Revenue and Certain Operating Expenses
Notes to Combined Statements of Revenues and €&imrating Expenst
1997 Pending Acquisitions
Report of Independent Auditors
Combined Statements of Revenue and Certain Operating Expenses
Notes to Combined Statements of Revenues and €&itmrating Expenst
(b) Pro Forma Financial Information
Unaudited Pro Forma Condensed Combining Financial Statements
Pro Forma Condensed Combining Balance Sheet (uealidis of June 30, 1997
Pro Forma Condensed Statement of Operations (uea)dor the six months ended June 30, 1997
Pro Forma Condensed Statements of Operations (itedutbr the year ended December 31, 1996
Notesto Pro Forma Condensed Combining Financial Statements
(c) The following exhibits are filed as part ofghieport:

2.1 Master Agreement of Merger and Acquisition by among Highwoods Properties, Inc., HighwoodsAgbrkimited Partnership,
Associated Capital Properties, Inc. and its shddehs dated August 27, 1997 (Incorporated by refeedo the Company's current report on
Form 8-K dated August 27, 1997).

23.1 Consent of Coopers & Lybrand LLP
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PRO FORMA CONDENSED COMBINING BALANCE SHEET (UNAUDITED)

HISTOR

ASSETS

Real estate assets, net......

Cash and cash equivalents...............

Accounts and notes receivables..........

Accrued straight line rent receivable...

Other assets.........cccoccvvcveinenne

$1,7

LIABILITIES AND STOCKHOLDERS' EQUITY

Mortgages and notes payable............. $6

Accounts payable, accrued expenses and

Total liabilities.... 6
Minority interest.. 1
Preferred stock:
Series A..ooeceieeiieeiieeee 1
Series B
Stockholders' equity:
Common StocK........cccevvuviennee.
Additional paid in capital........... 7
Distributions in excess of net
earnings (
Total Stockholders' equity.............. 8
$1,7
PRO FOR
ASSETS
Real estate assets, net................. $2,281,
Cash and cash equivalents............... 108,
Accounts and notes receivables.......... 14,
Accrued straight line rent receivable... 8,
Other assets.........ccccvvvvvvevvennnnns 31,
$2,444,
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable............. $ 737,

Accounts payable, accrued expenses and

other............ 38,
Total liabilities.... ... 7176,
Minority interest...........ccoceeene 267,
Preferred stock:
Series A..ooooveeiiiiiiii 125,
Series B 172,
Stockholders' equity:
Common StocK........ccccvveviennee.
Additional paid in capital........... 1,120,
Distributions in excess of net
€ArNINGS....uvveiiveeeiireennens (18,
Total Stockholders' equity.............. 1,400,
2,444,

HIGHWOODS PROPERTIES, INC.

JUNE 30, 1997
(IN THOUSANDS)

AUGUST 1997
OFFERING COMMON

ICAL(A) (B)  ACP,INC.(C) OFFERIN

64750 $ - $617,000 $
18,625 57,000 (25,477) 58
14,078 - -

8,682 - -

37,538 $57,000 $ 591,523 $ 58
47,473 $ - $481,171 $(223

28,211 - 10,500
75,684 - 491,671 (223
71,759 - 96,041

25,000 - -

359 18 1
83,442 56,982 2,935 282

18,706) -
90,095 57,000 3,811 282
37,538  $57,000  $591,523  $ 58

MA
751
528
078
682
402
441
866
711
577
800

000
500

463
807

706)

441

F-2

PREFERRED
STOCK  STOCK
G (D) OFFERING (E)

862)  $(166,916)

862)  (166,916)

- 172,500

85 -
157 (5,584)
242 166,916
380 $ -



HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA CONDENSED COMBINING BALANCE SHEET (UNAUDITED)
JUNE 30, 1997
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed inimgtbalance sheet is presented as if the follgwiansactions had been
consummated on June 30, 1997: (a) the issuance aofillion shares of Common Stock (the "August 1@¥ering"), (b) the completion of
the proposed purchase of the stock of and merghrAsisociated Capital Properties, Inc. (togetheh\ts affiliates, "ACP") and the
acquisition of an affiliated property portfolio (tectively, the "ACP Portfolio") (the "Merger"), J¢he completion of the acquisition of the
seven properties that ACP has under contract tchase (the "1997 Pending Acquisitions"), (d) tleaigce of 8.5 million shares of Common
Stock at an assumed price of $35 per share (themh@m Stock Offering") and (e) the issuance of 6ilian shares of 8% Series B
Cumulative Redeemable Preferred Shares at an adquine of $25 per share (the "Preferred Stock I@fg).

The acquisitions have been or will be accountediimg the purchase method of accounting. Accotdiragsets acquired and liabilities
assumed have been or will be recorded at theimastid fair values which may be subject to furteénement, including appraisals and other
analyses. Management does not expect that thediloahtion of the purchase prices for the abovpisitions will differ materially from the
preliminary allocations.

This unaudited pro forma condensed combining balaheet should be read in conjunction with thefpnma condensed combining
statement of operations of the Company for thersinths ended June 30, 1997 and for the year endeéniber 31, 1996, the consolidated
financial statements and related notes of the Compeluded in its Annual Report on Form 10-K fhetyear ended December 31, 1996, the
unaudited financial statements and related notéseo€ompany included in its Quarterly Reports omi10-Q for the quarters ended March
31, 1997 and June 30, 1997, and the financialmetaiées and related notes of Associated Capital Ptiepdortfolio and 1997 Pending
Acquisitions included herein.

The pro forma condensed combining balance sheetasdited and not necessarily indicative of whatabtual financial position would have
been had the aforementioned transactions actuediyroed on June 30, 1997, nor does it purportpoesent the future financial position of
Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET

(a.) Represents the Company's historical balaneetsiontained in the Company's Quarterly Repofiam 10-Q for the quarter ended June
30, 1997.

(b.) Reflects the net proceeds of the Company'sudLig©997 Offering of 1.8 million shares of CommdncXk.

(c.) Reflects the allocation of the $ 617 milliomrphase price to the fair value of the net asseisieed in the Merger and the 1997 Pending
Acquisitions (collectively, the "ACP TransactionThe purchase price will consist of the issuanc®,086,702 Common Units (valued at
$32.50 per Common Unit), the assumption of $481ionilof mortgage debt, the issuance of 90,342 shaf€ommon Stock (valued at
$32.50 per share), a cash payment of $24 millieh&lrl million capital expenditure reserve.

(d.) Reflects the issuance of 8.5 million share€afmmon Stock in the Offering at an assumed offepirice of $35 per share and the use of
the net proceeds to pay off debt to be assumdtkiACP Transaction. In determining net proceeds fitee Common Stock Offering,
underwriting discounts and other offering costsehbgen assumed to equal $15.3 million.

(e.) Reflects the issuance of 6.9 million shareB8%fSeries B Cumulative Redeemable Preferred Shassassumed offering price of $25
per share and the use of the net proceeds toH:&24 million cash portion of the purchase pricar@ to repay debt assumed in the ACP
Transaction. In determining net proceeds from ttefdPred Stock Offering, underwriting discounts atider offering costs have been
assumed to equal $5.6 million.
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIONS (UNAUDITED)

CENTURY
AND AND
HISTORICAL (A) TRANSACTI
REVENUE:
Rental property........ $115,478 $ 1,
Other Income........... 4,081
119,559 1,

OPERATING EXPENSES:
Rental property........ 31,588
Depreciation and
amortization.......... 19,900
INTEREST EXPENSE:
Contractual........... 22,516 1,

Amortization of
deferred financing

COStS...eveeernnn. 1,122
23,638 1,
General and
administrative........ 4,284
Income before minority
interest.............. 40,149 1,
Minority interest...... (6,424)

Income before

extraordinary item and

dividends on preferred
shares................ 33,725 1,
Dividends on 8 5/8%

Series A Redeemable

Preferred Shares...... (4,102)
Dividends on 8% Series

B Redeemable Preferred
Shares................ --

Net income available

for common

shareholders before

extraordinary

item. e $29,623 $(@,

share................. $ 0.84
shares................ 35,375

PREFERRED COMMON
STOCK STOCK
OFFERING  OFFERING
REVENUE:
Rental property........ $ - & -
Other Income........... - -
OPERATING EXPENSES:
Rental property........ - -
Depreciation and
amortization.......... - -
INTEREST EXPENSE:
Contractual........... (5,425)(j) (7,276)(l
Amortization of
deferred financing

(5,425)  (7,276)
General and

administrative........ - -
Income before minority
interest.............. 5,425 7,276
Minority interest...... (863)(1))  (1,302)(i
Income before

extraordinary item and

dividends on preferred
shares................ 4,562 5,974
Dividends on 8 5/8%

Series A Redeemable

Preferred Shares...... - -
Dividends on 8% Series

B Redeemable Preferred
Shares................ (6,900)(k) -
Net income available

for common

FOR THE SIX MONTHS ENDED JUNE 30, 1997
(IN THOUSANDS, EXCEPT PER SHARE DATA)

CENTER 199

ERSON OTHER ACP PENDI
ONS (B) OFFERINGS (C) PORTFOLIO (D) ACQUISITI

047 $ - $34,691 $7,3

- 998

047 -- 35,689 7,3

317 -- 16,449 3,2

715 - -

358 (3,711) -

343) 3,711 19,240 4,1

343) 3,711 19,240 4,1

(1,289) -

343) $2,422 $19,240 $4,1

PRO FORMA

$

~

~

160,242
5,150
165,392
51,570
26,628

23,900
1,122
25,022
4,284

57,888
(10,362)

47,526

(5,391)

(6,900)

7
NG PRO FORMA
ONS (E) ADJUSTMENTS

05 $ 1,721(F)

71 -

76 1,721
16 -

- 6,013(9)
- 16,438(h)
- 16,438
60 (20,730)
- (1,773)(i)
60 (22,503)

60 $ (22,503)



shareholders before

extraordinary
item. e $(2,338) $ 5,974

Net income per common

Weighted average
shares................

$ 35,235
$ 0.76

46,537
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS (UNAUDITED)
FOR THE SIX MONTHS ENDED JUNE 30, 1997
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdlhlowing transactions had been
consummated on January 1, 1996: (a) the complefitire merger with Anderson Properties, Inc. ("Arsd@ Properties") and the purchas:
a portfolio of properties from affiliates of AndersProperties (the "Anderson Transaction") andotirehase of Century Center Office Park
and an affiliated property portfolio (the "Cent@gnter Transaction"), (b) the completion of theeaffg of $125,000,000 of 8 5/8% Series A
Cumulative Redeemable Preferred Shares and of 320000 of Exercisable Put Option Securities (ctiMely the "Other Offerings"), (c)
the completion of the Merger (d) the completiontef 1997 Pending Acquisitions,

(e) the issuance of 8.5 million shares of commonglsat an assumed price of $35 per share (the "GonBtock Offering") and (f) the
issuance of 6.9 million shares of 8% Series B Catiud Redeemable Preferred Shares at an assuncedop25 per share (the "Preferred
Stock Offering").

This unaudited pro forma condensed combining statémf operations should be read in conjunctiomwite pro forma condensed balance
sheet of the Company as of June 30, 1997, the idatadl financial statements and related noteh@fompany included in its Annual
Report on Form 10-K for the year ended Decembef 826, the unaudited financial statements ande@labtes of the Company included in
its Quarterly Reports on Form 10-Q for the quareerded March 31, 1997 and June 30, 1997, andrthadial statements and related notes of
Associated Capital Properties Portfolio and 199@diey Acquisitions included herein.

The pro forma condensed combining statement ofadioeis is unaudited and is not necessarily indieati what the Company's actual res
would have been had the aforementioned transactictogilly occurred on January 1, 1996 nor doesripqt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDOMBINING STATEMENT OF OPERATIONS

(a.) Represents the Company's historical statenfesgerations contained in its Quarterly Reporfonm 10-Q for the six months ended June
30, 1997.

(b.) Reflects the historical statement of operaiohCentury Center Office Park and an affiliatedtfolio (“Century Center") and Anderson
Properties for the period from January 1, 1997ublothe respective dates of their acquisition, stdjlion a pro forma basis for interest
expense and depreciation expense.

(c.) Reflects the estimated interest expense savands127.5 million of the Company's $280 milliamsacured revolving line of credit (the
"Revolving Loan") and $63.1 million of other loarepaid with the proceeds of the Other Offerings treddividends incurred on the
Company's 8 5/8% Series A Cumulative Redeemableiffed Stock from January 1, 1997 through the dhtke offering of the 8 5/8%
Series A Cumulative Redeemable Preferred Stock.

(d.) Represents the historical revenues and opegratipenses of ACP and the ACP Portfolio for thhemsdnths ended June 30, 1997 and the
historical operations of properties acquired by Afifing 1997 from January 1, 1997 to the respedites of their acquisition.

(e.) Reflects the historical revenues and operaipmenses of the 1997 Pending Acquisitions fostkenonths ended June 30, 1997.

(f.) Reflects incremental rental revenue for siipaifit leases signed during 1997 related to buiklanzpuired that were owner-occupied prior
to June 30, 1997.

(9.) Represents the net adjustment to depreciatipense based upon an assumed allocation of thbga# price to land, buildings and
development in process. Building depreciation ismpoted on a straight-line basis using an estimiffeedf 40 years.

(h.) Represents the net adjustment to interestresgo® reflect interest costs on $391 million imrbaings under the Revolving Loan at an
assumed rate of 6.5% (the capped interest ratel lmasa 30day LIBOR rate of 5.5% plus 100 basis points) a®@d fiillion in assumed debt
a weighted average interest rate of 8.27%.

(i.) Represents the net adjustment to minorityrggeto reflect the pro forma minority interestqertage of 17.9%.

(j.) Represents the estimated interest expensagsoen $166.9 million of the Revolving Loan repwaith the proceeds of the Preferred Stock
Offering.

(k.) Represents the 8% dividend on the sharesdssuihe Preferred Stock Offerin



(I.) Represents the estimated interest expensagmen $223.9 million of the Revolving Loan repwaith the proceeds of the Common Stock
Offering.
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HIGHWOODS PROPERTIES, INC
PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIONS (UNAUDITED)

FOR THE YEAR ENDED DECEMBER 31, 1996
(IN THOUSANDS, EXCEPT PER SHARE)

CENTURY CENTER ACP
CROCKER 1996 AND ANDERSON OTHER PORTFOLIO
HISTORICAL (A) TRANSACTION (B) EA KIN & SMITH (C) OFFERINGS (D) TRANSACTIONS OFFERINGS (H) HISTORICAL (1)
REVENUE:
Rental
property..  $130,848 $47,892 $ 3,000 $ - $27,128(e) $ - $59513
Other
Income... 7,078 (1,424) 512 -- -- 1,615
137,926 46,468 3,512 - 27,128 -- 61,128
OPERATING
EXPENSES:
Rental
property.. 35,313 15,709 957 - 18,218(e) - 32,195
Depreciation
and
amortization... 22,095 9,048 453 -- 5,722(f) - -
INTEREST
EXPENSE
Contractual... 24,699 13,048 1,207 (4,504) 10,861(g) (7,421) -
Amortization
of
deferred
financing
costs... 1,911 374 - 1,059 - -
26,610 13,422 1,207 (3,445) 10,861 (7,421) -
General and
administrative.. 5,666 271 200 -- - - -
Income
before
minority
interest... 48,242 8,018 695 3,445 (7,673) 7,421 28,933
Minority
interest.. (6,782) -- -- -- -- -- --
Income
before
extraordinary
item and
dividends
on
preferred
shares... 41,460 8,018 695 3,445 (7,673) 7,421 28,933
Dividends
on 8 5/8%
Series A
Redeemable
Preferred
Shares... - - - -- - (10,781) -
Dividends on
8% Series
B
Redeemable
Preferred
Shares.... - - - -- - - -
Net Income
available
for
common
shareholders
before
extraordinary
item..... $ 41,460 $8,018 $ 695 $ 3,445 $(7,673) $ (3,360) $ 28,933
Net income
per
common
share.... $ 1.59
Weighed
average
shares... 26,111

1997 PREFERRED COMMON
PENDING PRO FORMA STOCK STOCK
ACQUISITIONS (J) ADJUSTMENTS OFFERING OFFERING PRO FORMA

REVENUE:

Rental

property..  $ 13,689 $ 3,605(k) $ - $ - $285675

Other

Income... 300 - -- -- 8,081
13,989 3,605 - -- 293,756

OPERATING

EXPENSES:

Rental

property.. 6,388 -- -- -- 108,780



Depreciation
and
amortizat -
INTEREST
EXPENSE
Contractu -
Amortization
of
deferred
financing
costs... -

General and
administr --
Income

before
minority

interest... 7,601

Minority
interest.. --

Income
before
extraordi
item and
dividends
on
preferred
shares... 7,601

Dividends
on 8 5/8%
Series A
Redeemable
Preferred
Shares... -

Dividends on
8% Series
B
Redeemable
Preferred
Shares.... -
Net Income

available
for
common
shareholders
before
extraordi
item..... $ 7,601
Net income
per
common
share....
Weighed
average
shares...

12,025())

32,877(m)

32,877

(41,297)

(3,347)(n)

(44,644)

$(44,644)

- ~ 49,343

(10,850)(0) (14,551)(q) 45,366

- -~ 3344
(10,850) (14,551) 48,710

-- - 6,137

10,850 14,551 80,786

(1,727)(n) (2,605)(n) (14,461)

9,123 11,946 66,325

- -~ (10,781)

(13,800)(p) -~ (13,800)

$(4,677) $11,946 $41,744

46,537
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENT OF OPERATIONS (UNAUDITED)
FOR THE YEAR ENDED DECEMBER 31, 1996
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdhlowing transactions had been
consummated on January 1, 1996:

(a.) the acquisition of 70 properties and the bessroperations of Crocker Realty Trust, Inc. andffiliates (the "Crocker Transaction");

(b.) the acquisition of seven properties and 18&sof development land, a 103,000-square foot salnuoffice development project and the
business operations of Eakin & Smith, Inc. (collesly, the "Eakin & Smith Transaction");

(c.) the Company's 1996 offerings including: (i®Imillion of 6 3/4% Notes due December 1, 2003 &htl0 million of 7% Notes due
December 1, 2006, (ii) $125 million of 8 5/8% Serfe Cumulative Redeemable Preferred Shares, (23@000 shares of Common Stock at
$29.50 per share and (iv) 1,093,577 shares of CanfBtock at prices of $29.16, $29.01, and $28.84 831,198, 344,753 and 611,626 sha
respectively (collectively, the "1996 Offerings");

(d.) the completion of the Anderson and Centuryt€efiransactions,
(e.) the completion of the Other Offerings;

(f.) the completion of the Merger;

(9.) the completion of the 1997 Pending Acquisisioand

(h.) the completion of the Common Stock Offering.

(i.) the completion of the Preferred Stock Offering

This unaudited pro forma condensed combining statémif operations should be read in conjunctiomwite pro forma condensed combir
balance sheet of the Company as of June 30, 188 ¢onsolidated financial statements and relatéesraf the Company included in its
Annual Report on Form 10-K for the year ended Ddman31, 1996, the unaudited financial statemendsrelated notes of the Company
included in its Quarterly Reports on Form 10-Qtfoe quarters ended March 31, 1997 and June 30, 48@he financial statements and
related notes of Associated Capital Propertiesfdlrtand 1997 Pending Acquisitions included herein

The pro forma condensed combining statement ofadioais is unaudited and is not necessarily indieati what the Company's actual res
would have been had the aforementioned transaddictuslly occurred on January 1, 1996 nor doesrjpqrt to represent the future operating
results of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS

(a.) Represents the Company's historical statenfeasgierations contained in its Annual Report onnrd0K for the year ended December
1996.

(b.) Reflects the historical operations of CrocReslty Trust, Inc. adjusted on a pro forma bagisrfierest expense, depreciation expense anc
other items, for the period of time during 1996opto its acquisition by the Company.

(c.) Reflects the historical operations of EakirS&ith, adjusted on a pro forma basis for intergpease, depreciation expense and other
items, for the period of time during 1996 prioiit®acquisition by the Company.

(d.) Reflects the pro forma effects of the 1996e@iffgs.
(e.) Reflects the historical statement of operatiohCentury Center and Anderson Properties foyé&ae ended December 31, 1996.

(f.) Reflects the estimated depreciation expensedbapon an assumed allocation of the purchase foriand, buildings and development in
process and building depreciation computed onadgst-line basis using an estimated life of 40 ye
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HIGHWOODS PROPERTIES, INC.
NOTESTO PRO FORMA STATEMENTSOF OPERATIONS -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENO®OF OPERATIONS -- Continued

(9.) Reflects the estimated interest expense oaghemed mortgages and notes payable at an avetaigst rate of 7.15% assumed in the
Century Center Transaction and 8.78% for thosenasdun the Anderson Transaction and incrementablongs under the Revolving Loan
at an average interest rate of 7%.

(h.) Reflects the estimated interest expense sawings127.5 million of the Revolving Loan and $6&llion of other loans repaid with the
proceeds of the Other Offerings and the dividendarired on the Company's 8 5/8% Series A Cumul&reeemable Preferred Stock.

(i.) Represents the historical revenues and operatkpenses of the ACP Portfolio, for the year dridecember 31, 1996, the historical
statement of operations from January 1, 1996 tal#te of acquisition of the properties that werguired by ACP in 1996 and the historical
statement of operations for the 12 months ende@iber 31, 1996 of the properties that were acquiyeCP in 1997.

(j.) Reflects the historical revenues and operagixggenses of 1997 Pending Acquisitions for the gealed December 1996.

(k.) Reflects incremental rental revenue for sigaifit leases signed during 1997 related to buiklexuired that were owner-occupied prior
to December 31, 1996.

(.) Represents the net adjustment of depreciaigrense based upon an assumed allocation of tbhaaa price to land, buildings and
development in process. Building depreciation imipoted on a straight-line basis using an estimiitedf 40 years.

(m.) Represents the net adjustment to interestresepi reflect interest costs on $391 million imrbwings under the Revolving Loan at an
assumed rate of 6.5% capped (the effective intea¢stbased on a 30-day LIBOR rate of 5.5% pluskid¥ds points) and $90 million in
assumed debt at a weighted average interest r&8t@5ffo.

(n.) Represents the net adjustment to minorityré@steto reflect the pro forma minority interestqeartage of 17.9%.

(0.) Represents the estimated interest expensegsawn $166.9 million of the Revolving Loan repwaith the proceeds of the Preferred Stock
Offering.

(p.) Represents the 8% dividend on the sharesdsaube Preferred Stock Offering.

(9.) Represents the estimated interest expensegsaon $223.9 million of the Revolving Loan repaith the proceeds of the Common Stock
Offering.
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REPORT OF INDEPENDENT ACCOUNTANTS

TO THE BOARD OF DIRECTORS
HIGHWOODS PROPERTIES, INC.

We have audited the accompanying combined stateofieavenue and certain operating expenses of #sedated Capital Properties
Portfolio (as described in Note 1) for the yeareh®ecember 31, 1996. This combined statementvehrte and certain operating expens:
the responsibility of the management of the Asdedi&apital Properties Portfolio. Our responsipilit to express an opinion on the
combined statement of revenue and certain operatipgnses based on our audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtyat we plan and perform the audit
to obtain reasonable assurance about whetheratersnt of revenue and certain operating expeadesel of material misstatement. An a
includes examining, on a test basis, evidence stipgaghe amounts and disclosures in the finarstaiement. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

The accompanying combined statement of revenueamain operating expenses was prepared for thparof complying with the rules
and regulations of the Securities and Exchange Gesiom, as described in Note 1 for real estateaifmers acquired by Highwoods
Properties, Inc. and is not intended to be a commgleesentation of the revenue and expenses @irtipeerty and may not be comparable to
those resulting from the proposed future operatadribe property.

In our opinion, the combined statement of revemaertain operating expenses presents fairlyll material respects, the combined reve
and certain operating expenses, as defined abbtles dssociated Capital Properties Portfolio fog year ended December 31, 1996 in
conformity with generally accepted accounting pipats.

COOPERS & LYBRAND LLP
Memphis, Tennessee
September 12, 1997



ASSOCIATED CAPITAL PROPERTIESPORTFOLIO
COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 1996
AND THE (UNAUDITED) SIX MONTHS ENDED JUNE 30, 1097 (NOTE 1)
(IN THOUSANDS)

SIX MONTHS
ENDED
1996  JUNE 30, 1997
(UNAUDITED)
Revenue:

$50,026 $30,115
9,487 4,576
1,615 998

61,128 35,689

Certain operating expense:
Property operating and maintenance
Property management
Real estate taxes
Insurance...............

Ground rent.........ccoeeiiiicinnnnn,
Total certain operating expenses..............
Excess of revenue over certain operating expenses

22,831 11,238
2,270 1,419
5,660 3,116
668 314
766 362
32,195 16,449
$28,933 $19,240

See accompanying notes to statements of revenueestain operating expenses.
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ASSOCIATED CAPITAL PROPERTIESPORTFOLIO
NOTESTO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 1996
NOTE 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION

The accompanying combined statements of revenueentain operating expenses include the combinedatipns of certain commercial
office properties (the "ACP Portfolio") locatedHiorida which are to be acquired from Associategi@aProperties, Inc. and its affiliates
("ACP"). The properties are to be acquired by Highds Properties, Inc. ("Highwoods" or the "Compamursuant to a Master Agreement
of Merger and Acquisition between Highwoods and Adaied August 27, 1997.

The ACP Portfolio consists of 77 office propertigith approximately 5.4 million rentable square fleetated in the Jacksonville, Orlando,
South Florida, Tampa and Ft. Myers markets.

BASISOF PRESENTATION

Associated Capital Properties Portfolio is notgaleentity but rather a combination of the operatiof certain properties to be acquired by
Company. The accompanying statements were prepauwcnply with the rules and regulations of theB#gies and Exchange Commission
for real estate operations to be acquired by theg2my. The accompanying statements were preparaccombined basis as the properties
being acquired are under common control or manageeare are being acquired under a single agreeofienérger and acquisition.

The accompanying statements are not representdtihe actual operations for the period presengseceatain expenses that may not be
comparable to the expenses expected to be inchyréte Company in the future operations of the A%irtfolio have been excluded.
Excluded expenses consist of interest, depreciatimhamortization and general and administratissco

REVENUE RECOGNITION
Rental revenue is recognized on a straight-linéslmager the terms of the related leases.
USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

UNAUDITED INTERIM STATEMENT

In the opinion of management, the unaudited contbfimrancial statement for the six months ended B 997 reflects all adjustments
(consisting solely of normal recurring adjustmemisgessary for a fair presentation of the restiiteorespective interim period. The revenue
and certain operating expenses for the interinopds not necessarily indicative of the ACP Poitfslfuture revenue and certain operating
expenses for a full year.

PROPERTY MANAGEMENT

Property management expenses include the direpepgsomanagement costs incurred by ACP and, faogeprior to ACP management, the
fees charged by third-party property managers.
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ASSOCIATED CAPITAL PROPERTIESPORTFOLIO

NOTESTO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING
EXPENSES -- CONTINUED

NOTE 2. LEASES

Office space in the ACP Portfolio is generally lediso tenants under lease terms that provide #otethants to pay for increases in operating
expenses in excess of specified amounts.

The future minimum lease payments to be receiveuthe existing operating leases as of Decemhet@6 are as follows (in thousands):

1997 e e $ 46,244
1998t e 37,551
1999 ——— e 30,489
2000..uiii i e 23,925
2001 e e 17,306
Thereafter.....oooovviie 68,871

The above future minimum lease payments do notidleckpecified payments for tenant reimbursementperfating expenses.

Certain properties were substantially occupiedhajrtformer owners. The accompanying combined istais of revenues and certain
operating expenses does not include any imputeshtes from the former owners up through the dédtasquisition by ACP.

The following is a summary of these properties tredapproximate annual rental rate under leasesagrets with the former owner
occupants:

APPROXIMATE
DATE ANNUAL

PROPERTY NAME ACQUIRED RENTAL
Fireman's Fund Building October 1996 $ 485,000
Independent Square April 1997 2,160,000
Campus Crusade May 1997 900,000
Gray Street May 1997 60,000
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REPORT OF INDEPENDENT ACCOUNTANTS

TO THE BOARD OF DIRECTORS
HIGHWOODS PROPERTIES, INC.

We have audited the accompanying combined stateofieatenue and certain operating expenses of38& Pending Acquisitions (as
described in Note 1) for the year ended Decembgei@d6. This combined statement of revenue andicevperating expenses is the
responsibility of the owners and property managdréthe 1997 Pending Acquisitions. Our responiipis to express an opinion on the
statement of revenue and certain operating expdrasesl on our audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtyat we plan and perform the audit
to obtain reasonable assurance about whetheratersnt of revenue and certain operating expeadesel of material misstatement. An a
includes examining, on a test basis, evidence stipgaghe amounts and disclosures in the finarstaiement. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

The accompanying combined statement of revenueamain operating expenses was prepared for thparof complying with the rules
and regulations of the Securities and Exchange Gesiom, as described in Note 1, for real estateaijpss acquired by Highwoods
Properties, Inc. and is not intended to be a cotmgeesentation of the revenue and expenses @irtiperties and may not be comparable to
those resulting from the proposed future operatadribe properties.

In our opinion, the combined statement of revema:@ertain expenses presents fairly, in all mategspects, the combined revenue and
certain operating expenses, as described in Natkthe 1997 Pending Acquisitions for the year éhBecember 31, 1996, in conformity w
generally accepted accounting principals.

COOPERS & LYBRAND LLP
Memphis, Tennessee
September 12, 1997
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1997 PENDING ACQUISITIONS

COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 1996
AND THE (UNAUDITED) SIX MONTHS ENDED JUNE 30, 1097 (NOTE 1)
(IN THOUSANDS)

SIX MONTHS
ENDED
1996  JUNE 30, 1997
(UNAUDITED)
Revenue:
$11,676 $ 6,262
1,868 977
145 66
300 71
13,989 7,376

Certain operating expenses:
Property operating and maintenance
Property management
Real estate taxes

3,960 1,965

615 333

1,545 784

INSUrance...........cccoeeviviinienince, 268 134
Total certain operating expenses..............

6,388 3,216
Excess of revenue over certain operating expenses

$7,601 $4,160

See accompanying notes to statement of revenueeaatain operating expenses.
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1997 PENDING ACQUISITIONS

NOTESTO COMBINED STATEMENTS OF REVENUE AND CERTAIN OPERATING
EXPENSES -- CONTINUED

NOTE 1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION

The accompanying combined statements of revenueentain operating expenses include the combinedatipns of certain commercial
office properties located in Florida that are pagdicquisition in 1997 (the "1997 Pending Acquisiti") by Associated Capital Properties,
Inc. and its affiliates ("ACP") from third partieBhe properties are to be acquired by Highwoodgé&ttms, Inc. ("Highwoods" or the
"Company") pursuant to a Master Agreement of Meegat Acquisition between Highwoods and ACP datedust27, 1997.

The 1997 Pending Acquisitions consist of 7 officeperties with approximately 1.0 million rentabtpuare feet located in the Orlando and
South Florida markets.

BASIS OF PRESENTATION

The accompanying statements were prepared to conifhiythe rules and regulations of the Securitied Bxchange Commission for real
estate operations to be acquired by the Compargyatbompanying statements were prepared on a cethbasis as they are to be acquired
by Highwoods pursuant to a single agreement of ereagd acquisition. There are no interproperty antoto be eliminated. The
accompanying statements are not representativeeatdtual operations for the periods presente@raic expenses that may not be
comparable to the expenses expected to be inchyréte Company in the future operations of the 1P8iiding Acquisitions have been
excluded.

REVENUE RECOGNITION
Rental revenue is recognized on a straight-linéslmager the terms of the related leases.
PROPERTY MANAGEMENT
Property management expenses include fees chaygbérdb parties under property management agreesnent
USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

UNAUDITED INTERIM STATEMENT

In the opinion of management, the unaudited contbfimrancial statement for the six months ended B 997 reflects all adjustments
(consisting solely of normal recurring adjustmemisgessary for a fair presentation of the restiite@respective interim period. The revenue
and certain operating expenses for the interimopleaire not necessarily indicative of the 1997 Pamndicquisitions' future revenue and cer
operating expenses for a full year.

NOTE 2. LEASES

Office space in the 1997 Pending Acquisitions isagally leased to tenants under lease terms whimbige for the tenants to pay for
increases in operating expenses in excess of grkaihounts.

The future minimum lease payments to be receive@uthe existing operating leases as of Decemhet@6 are as follows (in thousands):

............................ $11,055
9,189
6,900
4,799
3,527

The above future minimum lease payments do notidleckpecified payments for tenant reimbursementperfating expense
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EXHIBIT 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference irrdgéstration statements and related prospectddggbwoods Properties, Inc. on Form3S-

(File Nos. 33-93572, 33-97712, 333-08985, 333-138383-24165 and 333-31183)

and Form S-8 (File Nos. 333-12117, 333-29759 ar&dZ®63) of our reports dated September 12, 19998uo audits of the combined
statement of revenues and certain operating exparisee Associated Capital Properties Portfoliotfe year ended December 31, 1996, and
the combined statement of revenues and certairabpgrexpenses of the 1997 Pending Acquisitionghiferyear ended December 31, 1996,
which reports are included in this Current Reparform 8-K. We also consent to the reference tdioarunder the caption "Experts" in the
prospectus that constitutes part of the registnagtatement on Form S-3 (File No. 333-31183).

COOPERS & LYBRAND LLP

Memphis, Tennessee
September 17, 1997
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