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PART I -- FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
The information furnished in the accompanying be¢asheets, statements of operations and stateofesash flows reflect all adjustments

which are, in the opinion of management, necedeary fair presentation of the aforementioned fiahstatements for the interim period.
The aforementioned financial statements shouldehd in conjunction with the notes to consolidatadrfcial statements and Management's
Discussion and Analysis of Financial Condition &wbults of Operations and the Company's 1995 AriRepbrt on Form 10-K.

3



HIGHWOODS PROPERTIES, INC.
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS EXCEPT PER SHARE AMOUNT)

MARCH 31, 1996 DECEM BER 31, 1995
(UNAUDITED)

ASSETS

Real estate assets, at cost:

Land...cccooiiiiiiiiieeeee $110,672 $ 106,955

Buildings.......ccccvvveveeerenennn. . 495,117 491,581

Development in process 20,856 15,508

Furniture, fixtures and equipment 1,408 1,288

628,053 615,332

Less -- accumulated depreciation (25,777) (22,266)

Net real estate asSetS....ccocvvvveevvcccceeees e 602,276 593,066
Cash and cash equivalents............c.cccueeeen. 8,383 6,838
Accounts and notes receivable...................... 6,545 6,338
Notes receivable from service subsidiaries......... 1,316 1,274
Accrued straight line rents receivable............. 3,807 3,407
Other assets:

Deferred 1easing COStS......ccoocveevvvccennes e 4,625 4,253

Deferred financing costs and interest rate cap... 8,417 8,268

Prepaid expenses and other....................... 1,698 1,521

14,740 14,042

Less -- accumulated amortization................. . e (4,423) (3,831)

10,317 10,211
$632,644 $ 621,134

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable.......ccccccceevecee e $196,718 $ 182,736
Accounts payable, accrued expenses and other liabil iti 9,977 11,052

Total liabilities.........ccccoeevvveiieennne. 206,695 193,788
Minority interest 73,440 73,536
Stockholders' equity:

Common stock, $.01 par value, authorized 100,000,00 0 shares; issued and

outstanding 19,407,641 at March 31, 1996 and 19,4 04,411 at December 31,

1995, i 194 194
Additional paid-in capital............c.cccccenneee 355,248 355,248
Retained deficits................. . (2,933) (1,632)

Total stockholders' equity..............ccce..... 352,509 353,810

$632,644 $ 621,134

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED AND IN THOUSANDS EXCEPT PER SHARE AMOUNS)

THREE MONT
MARCH
1996
REVENUE:
Rental ProPertY....ccoccccveeciiiecieeiieeee e $23,385
Interest and Other iINCOME.......ccccceevvcieeees e 372
23,757
OPERATING EXPENSES:
ReNtal Property....cccccvvvvicicciiies 6,154
Depreciation and amortization..........cccceeeee. 3,716
Interest expense:
CONFACIUAL ..ccoeiiiiie e e 3,542
Amortization of deferred financing costs and i nterest rate cap.........ccceeeeenne 409
3,951
General and adminiStrativVe.........ccccceceeeeees e 934
Income before minority interest and extraordin ary item.....cccoeevviieeeeiieen, 9,002
MINORITY INTEREST ....cooiiiiiieiiieeiieeienn .
Income before extraordinary item.................
Extraordinary item -- loss on early extinguishment ofdebt.......oeevveverinn. -
NELINCOME..coiiiiiiiiiiccieeeeeee e $7,431
Weighted average shares outstanding............... e 19,406
NET INCOME (LOSS) PER COMMON SHARE:
Income before extraordinary ite€M......ccccccceeee e $ .38
Extraordinary item -- loss on early extinguishmen tofdebt......ccccooviiiiennnn. $ -
NEtINCOME..coiiiiiiiiiiccieeeeeee $ 0.38

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.
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HS ENDED
30,
1995

$12,693
153
12,846

3,053
1,921

2,066
404
2,470
523
4,879
(800)
4,079
(875)
$3,204
11,220

$ .36
$(0.07)
$ 0.29



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

THREE MONTHS ENDED MARCH 31,
1996 1995
OPERATING ACTIVITIES:
NELINCOME ..ot e $ 7,431 $ 3,204
Adjustments to reconcile net income to net cash pro
activities:
Depreciation and amortization 4,125 2,325
Minority interest in income...................... 1,571 607
Changes in operating assets and
abilitieS. ..o (1,682) (1,264)
Net cash provided by operating
ACHVILIES. v eeeieeeeeeee e 11,445 4,872
INVESTING ACTIVITIES:
Additions to real estate assetS......cccccceeeeee. (13,643) (23,839)
Proceeds from disposition of real estate assets.... 900 --
Cash from contributed net assets................... - 549
Cash paid in exchange for partnership net assets... - (5,793)
Other.....cooiiiiiiicce e (591) (622)
Net cash used in investing activities.......... (13,334) (29,705)
FINANCING ACTIVITIES:
Distributions Paid......cccccoceveviiieieeeneeeee e (10,399) (4,267)
Repayment of mortgages and notes payable........... (1,018) (120,137)
Borrowings on mortgages and notes
PAYADIC. . s 15,000 41,000
Net proceeds from the sale of common
SEOCK. .ttt - 109,689
Payment of deferred financing costs................ (149) (289)
Net cash provided by financing activities..... 3,434 25,996
Net increase in cash and cash equivalents.......... 1,545 1,163
Cash and cash equivalents at beginning of the
=] £ o PO 6,838 6,258
Cash and cash equivalents at end
of the Period.....cccoveviiiiiiiiiceeees e $ 8,383 $ 7,421
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest........cccoeevveevceees e $ 4,005 $ 1,795

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.
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HIGHWOODS PROPERTIES, INC.
COMBINED STATEMENT OF CASH FLOWS
(UNAUDITED AND IN THOUSANDS EXCEPT PER SHARE AMOUNS)

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND F INANCING ACTIVITIES

The following summarizes the net assets contribbtethe unit holders of the Operating Partnershipaguired subject to mortgage notes
payable:

T HREE MONTHS
ENDED
MA RCH 31, 1995
ASSETS:
Rental property and equipment, net................. $193,453
Deferred financing costs, net...................... 842
Accounts receivable and other..................... 6,290
Total asSetS......coevveeeiiieeiieeiieee $200,585
LIABILITIES:
Mortgages and notes payable assumed................ $152,971
Total liabilities...........cccoocveeeennnnnn. 152,971
Net aSSetS.....ccveieiiieeiiieiiieaiiene $ 47,614

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL ST ATEMENTS.



HIGHWOODS PROPERTIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 1996
(UNAUDITED)

1. BASIS OF PRESENTATION The consolidated finanstattements include the accounts of Highwoods Ptiegelnc. (the "Company")

and Highwoods/Forsyth Limited Partnership (the "@giag Partnership"). The Company's investmentighiWoods Services, Inc. and
Forsyth Properties Services, Inc. (the "Service games") is accounted for on the cost basis. ghigicant intercompany balances and
transactions have been eliminated in the conselitifihancial statements. The Company has electg@gpects to continue to qualify as a
real estate investment trust ("REIT") under Sec866 through 860 of the Internal Revenue Code 8618s amended. Minority interest in
Company represents the limited partnership intevesied by various individuals and entities andthetCompany in the Operating
Partnership, the entity that owns the Company'pgntes and through which the Company, as thegeneral partner, conducts substantially
all of its operations. Per share information icakdted using the weighted average number of shartstanding (including common share
equivalents). The accompanying financial informatias not been audited, but in the opinion of mamemnt, all adjustments (consisting of
normal recurring accruals) necessary for a faisg@néation of the financial position, results of igtwns and cash flows of the Company have
been made. For further information, refer to timaficial statements and notes thereto includedeilCtmpany's 1995 Annual Report on Form
10-K.



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

The following discussion should be read in conjiorctvith all of the financial statements appeartgewhere in the report. The following
discussion is based primarily on the Consolidatedrcial Statements of Highwoods Properties, Inc.

RESULTS OF OPERATIONS

THREE MONTHS ENDED MARCH 31, 1996

Revenue from rental operations increased 10.7anijlior 84%, from 12.7 million in 1995 to 23.4 nolti in 1996. The increase is a result of
the properties acquired during February 1995, wbidly contributed partially to revenue in 1995 adhas the acquisitions made in
subsequent periods in 1995. In total, 147 propediecompassing 6.5 million square feet were aduléuket portfolio in 1995. Same property
(the 44 properties owned on January 1, 1995) reaernemained constant for the three months endedH\V&dr, 1996 compared to the same
three months of 1995, as expected vacancies irfwte Company's properties offset a two percerreiase in the revenues of the other 42
properties.

During the three months ended March 31, 1996, @33ds representing 703,329 square feet of offidénalustrial space commenced at an
average rate per square foot 4.3% higher thanuwhiage rate per square foot on the expired leastesest and other income increased
$219,000 from $153,000 in 1995 to $372,000 forgharter in 1996. The increase is related to areas® in cash available for investment for
the quarter ended March 31, 1996.

Rental operating expenses increased $3.1 milliodP0%, from $3.1 million in 1995 to $6.2 in 1996e increase is a result of the additional
properties acquired in 1995. Rental operating ezxeemas a percent of related rental revenues irectdasm 24.1% in 1995 to 26.3% in 1996.
Additional expenses relating to snow removal amrdstivere winter weather in 1996 contributed tchigber operating expenses.
Depreciation and amortization for the three momthded March 31, 1996 and 1995 was $3.7 million&iné million, respectively. The
increase of $1.8 million, or 95%, is due to an éage in depreciable assets. Interest expensesedr&a.5 million, or 60%, from $2.5 million
in 1995 to $4.0 million in 1996. The increase isiltitable to the increase in outstanding debteel#o the Company's acquisition activities.
Interest expense for the three months ended Marchd6 and 1995 included $409,000 and $404,08pertively, of amortization of non-
cash deferred financing costs and of the costteela the Company's interest rate protection agee¢ General and administrative expenses
decreased from 4.1% of rental revenue in 19950&04n 1996. This decrease is attributable to ecoeswf scale associated with the growth
in the size of the portfolio.

Net income before minority interest and extraordiritem equaled $9.0 million and $4.9 million ftvetthre-month periods ended March 31,
1996 and 1995, respectively. Operating Partneshigt income allocated to the minority interestled $1.6 million and $800,000 for 1996
and 1995, respectively.

LIQUIDITY AND CAPITAL RESOURCES

STATEMENT OF CASH FLOWS

The Company generated $11.4 million in cash flammfroperating activities and $3.4 million in castwflfrom financing activities for the
quarter ended March 31, 1996. The Company utilfZE@l6 million of this cash flow to invest in reabperty assets, primarily developments
in process.

CAPITALIZATION

The Company's total indebtedness at March 31, 1@&86d $196.7 million and was comprised of $21illion outstanding under the
Company's current $140 million unsecured credilifagthe "Credit Facility"), $134.3 million of coventional fixed rate mortgage
indebtedness with an average rate of 9.0%, $33l®moutstanding under variable rate mortgages {sow for a discussion of interest rate
protection agreements) and a 9% $5.0 million unsetnote.



Based on the Company's total market capitalizaifd841.7 million at March 31, 1996 (at the Mardh 23996 stock price of $27.88 and
including the conversion of the 3,732,000 unitsnifiority interest in the Operating Partnershipg @ompany's debt represented
approximately 23% of its total market capitalizatio

In March 1996, the Company closed on the $140onilCredit Facility, which replaced the Companyevasus $80 million line. The new
facility is with NationsBank, First Union NationBlank of North Carolina, and Wachovia Bank of Ndzthrolina. The Credit Facility requires
monthly payments of interest only, with the balantall principal and accrued but unpaid interast dn September 30, 1999. The initial
interest rate on the facility is LIBOR +150% andladjust based on the Company's senior unsecugelit cating to a range of LIBOR
+1.00% to LIBOR +1.50%, subject to the interest gatotection agreement described below. At Marghl996, one-month LIBOR was
5.4%. (See "Pending Acquisition of Crocker RealtysI, Inc." below for proposed credit facility méidations.)

To protect the Company from increases in interggérse due to changes in the variable rate, thep@own (i) purchased an interest rate cap
limiting its exposure to an increase in interesésgone-month LIBOR plus 150 basis points) to 7viith respect to $80 million of the $140
million Credit Facility, and (ii) in connection viitthe $35.9 million variable rate mortgages, emténéo interest rate swaps which limit its
exposure to an increase in the interest rate2®W4.. The interest rate on all such variable rate geadjusted at monthly intervals, subject to
the Company's interest rate protection program.Qtmpany is exposed to certain losses in the edfamin-performance by the
counterparties under the cap and swap arrangenfdrgsounterparties are major financial institusi@md are expected to fully perform ur
the agreements. However, if they were to defautheir obligations under the arrangements, the Gomgould be required to pay the full
rate under its Credit Facility and the variablenaiortgages, even if such rate were in excesseafdie in the cap and swap agreements. In
addition, the Company may incur other variable natiebtedness in the future. Increases in inteegss on its indebtedness could increas:
Company's interest expense and could adverselgtdiffe Company's cash flow and its ability to pageeted distributions to stockholders.
Historically, rental revenue has been the princmairce of funds to pay operating expenses, deliteeand capital expenditures, excluding
non+ecurring capital expenditures. In addition, comstion management, maintenance, leasing and maregdees have provided source
cash flow. Management believes that the Compariyhaile access to the capital resources necessarpsmd and develop its business. To
the extent that the Company's cash flow from opagatctivities is insufficient to finance its acgition costs and other capital expenditures,
including development costs, the Company expedisiamce such activities through the Credit Faciind other debt and equity financing.
The Company presently has no plans for major dapitgrovements to the existing properties, othanthormal recurring non-revenue
enhancing expenditures. The Company expects to itsezttort-term liquidity requirements generallyaihgh its working capital and net cash
provided by operating activities along with thepoeisly discussed Credit Facility. The Company etpéo meet certain of its financing
requirements through long-term secured and unsétgeowings and the issuance of debt securitieglditional equity securities of the
Company. In addition, the Company anticipatesaziti§j the Credit Facility to fund construction arelrdlopment activities. The Company
does not intend to reserve funds to retire existimogtgage indebtedness under the Credit Facilignupaturity. Instead, the Company will
seek to refinance such debt at maturity or retichslebt through the issuance of additional equitgebt securities. The Company anticipates
that its available cash and cash equivalents astul ft@wvs from operating activities, together witksh available from borrowings and other
sources, will be adequate to meet the capital igiitlity needs of the Company in both the short lamgj-term. However, if these sources of
funds are insufficient or unavailable, the Compsamaility to make the expected distributions diseasbelow may be adversely affected.

In order to qualify as a REIT for Federal income parposes, the Company is required to make digtdbs to its stockholders of at least 9
of REIT taxable income. The Company expects toitgseash flow from operating activities for disutibns to stockholders and for payment
of recurring, non- incremental revenue-generatixgeaditures. The Company intends to invest amaagdemulated for distribution in short-
term investments. The following factors will affetsh flows from operating activities
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and, accordingly, influence the decisions of theBloof Directors regarding distributions: (i) deetvice requirements after taking into
account the repayment and restructuring of ceitaiabtedness; (ii) scheduled increases in base ofmixisting leases; (iii) changes in rents
attributable to the renewal of existing leaseseptacement leases; (iv) changes in occupancy ahgedsting properties and procurement of
leases for newly acquired or developed propertied;(v) operating expenses and capital replacenesus.

NASHVILLE ACQUISITION

On April 1, 1996 the Company completed a mergehn Wiashville, Tennessee based Eakin & Smith araffilsates ("Eakin & Smith")
combining their property portfolios, managementrieand business operations. Through the combindtierCompany succeeded to the
ownership of seven suburban office buildings tota48,000 square feet, a 103,000-square-foot bahwffice development project, 18
acres of development land and Eakin & Smith's iade and property management operations. All tbpegsties and development land are
located in Nashville, Tennessee.

The aggregate purchase price, assuming the completithe in-process development project, was agprately $98.5 million payable
through the issuance of 537,138 limited partnerships of the Operating Partnership and the isseafi@89,421 common shares of the
Company, the assumption of $37 million of indebe=in(average fixed rate of 8.0%), and cash paynoéajsproximately $33 million. The
cash payments were funded by the Company's Cradility. The aggregate purchases price excludesridef payments totaling $1.5 million
in common stock, which are attributable to Eakis#ith's brokerage and property management operdtiepayments will be paid over a
four-year period provided certain annual operatirgasurements are achieved.

PENDING ACQUISITION OF CROCKER REALTY TRUST, INC.rOApril 29, 1996, the Company entered into a St@akchase
Agreement with the owners of approximately 83%ha&f tommon stock of Crocker Realty Trust, Inc. (‘tkex"). In addition, the Company
has signed an Agreement and Plan of Merger witltk&nopursuant to which the Company will acquire %06f Crocker's common stock. T
transaction, which has been approved by each coytypBoard of Directors, is expected to close intthied quarter of 1996.

The Crocker portfolio consists of 58 suburban efficoperties and 12 service center properties epassing 5.7 million square feet.
Crocker's properties are located in 15 southeastarkets, of which four are existing Company maKetcluding Charlotte, NC; Raleigh,
NC; and Nashville, TN) and 11 represent new markatthe Company (including Greenville, SC; Tamiph; Memphis, TN; and Atlantz

GA). The properties are 95% leased and are priynlxdiated in business park settings. The Compafiynat acquire undeveloped land in the
transaction. Crocker is expected to distribute 2&&s of undeveloped land and certain other ags#tsf certain liabilities, to its sharehold
prior to the merger.

Under the terms of the Stock Purchase AgreementCtmpany will acquire for $11.02 per share in casbject to adjustment, the common
stock of Crocker owned by (i) AP CRTI Holdings, L,.Bn affiliate of Apollo Real Estate Advisors) iEW Partners, L.P. (an investment
partnership advised by Aldrich Eastman Waltch) @ii}dCrocker management (Thomas J. Crocker andvfis, Barbara F. Crocker, Richard
S. Ackerman and Robert E. Onisko). The shares fmubghased under this agreement total 22.4 mibhiotme approximately 27.0 million
Crocker common shares outstanding. The remainiagestwill be purchased for the same cash pricehme pursuant to the Agreement and
Plan of Merger. The aggregate value of the trafmact approximately $540 million, including thesasption of certain Crocker
indebtedness. The Stock Purchase Agreement andigre and Plan of Merger are irrevocable, subgecettain limited conditions of
closing.

The Company expects to finance the cash purchaSeogker's shares initially by utilizing the prodsdrom a $250 million unsecured credit
facility and a $100 million unsecured interim fitgiled by NationsBank. The credit facility commitmt is an increase from the current
amount of $140 million. Both the credit facilitygithe interim facility bear interest at a rate BOR + 150 basis points. The $250 million
facility has a 36-month term with certain convensi@hts after nine months. In lieu of the interim
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facility and draws under the expanded $250 miltoedit facility, the Company may finance the menfeough the issuance of a combination
of private and public equity.

FUNDS FROM OPERATIONS AND CASH AVAILABLE FOR DISTRI BUTIONS

The Company considers Funds from Operations ("FE®OBEe a useful financial performance measure @biterating performance of an
equity REIT because, together with net income ast ¢lows, FFO provides investors with an additido@sis to evaluate the ability of a
REIT to incur and service debt and to fund acgois& and other capital expenditures. Funds fromr&@jmns does not represent net incom
cash flows from operations as defined by GAAP, BR® should not be considered as an alternativetttnnome as an indicator of the
Company's operating performance or as an altematicash flows as a measure of liquidity. FundsfOperations does not measure
whether cash flow is sufficient to fund all of tBempany's cash needs including principal amortimattapital improvements and
distributions to shareholders. Funds from Operatidoes not represent cash flows from operatinggsiing or financing activities as defined
by GAAP. Further, FFO as disclosed by other REI'ey mot be comparable to the Company's calculatidi+@, as described below.

Funds From Operations means net income (computadciordance with generally accepted accountingimlies) excluding gains (or losses)
from debt restructuring and sales of property, pleggreciation and amortization, and after adjustmfar unconsolidated partnerships and
joint ventures. In March 1995, NAREIT issued a ifileaition of the definition of FFO. The clarificain provides that amortization of defer
financing costs and depreciation of non-real estagets are no longer to be added back to net maoarriving at FFO. Cash available for
distribution is defined as funds from operationdueed by non-revenue enhancing capital expendifordsuilding improvements and tenant
improvements and lease commissions related to degemeration space.

Funds from operations and cash available for thstions should not be considered as alternativegtincome as an indication of the
Company's performance or to cash flows as a mea$lirpiidity.
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Funds from operations and cash available for tistion for the three months ended March 31, 19951895 are summarized in the
following table (in thousands):

QUARTE R ENDED
MARC H 31,
1996 1995

FUNDS FROM OPERATIONS:
Income before minority interest and extraordinary i M $ 9,002 $4,879
Add (deduct):

Depreciation and amortization...................

1,921
Third-party service company cash flow............ -
FUNDS FROM OPERATIONS BEFORE MINORITY INTEREST 6,800
CASH AVAILABLE FOR DISTRIBUTION:
Add (deduct):
Rental income from straight-line rents.......... e (416) (267)
Amortization of deferred financing COStS......... 409 404
Non-incremental revenue generating capital expend itures (1):
Building improvements paid.................... (474) (128)
Second generation tenant improvements paid.... (750) (198)
Second generation lease commissions paid...... (112) (158)
CASH AVAILABLE FOR DISTRIBUTION. ...ccccccces et $11,525 $ 6,453
Weighted average shares/units outstanding (2)...... 23,139 13,418
PER SHARE/UNIT:
Funds from Operations........ccccovvvevvceees e $ 0.56 $ 0.51
Cash available for diStribution.........ccc.cc... e $ 0.50 $ 0.48
Dividends Paid......ccccoovveniiiiiiienccees s $ 0.450 $0.425
DIVIDEND PAYOUT RATIO:
FUunds from OpPerationS......ccccccveeeeenes e 80.9% 83.9%
Cash available for distribution.................. . 90.3% 88.4%

(1) Amounts represent cash expenditures.

(2) Assumes conversion of limited partnership uinithe Operating Partnership to shares of Highwd@aperties, Inc. Minority interest unit
holders and the shareholders of the Company shaadle on a per share and per unit basis; therefbeeresultant per share information is
unaffected by the conversion. On April 30, 199€, @ompany's Board of Directors declared a dividefr8l45 per share ($1.80 on an
annualized basis) payable on May 22, 1996 to studkins of record on May 8, 1996.
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PROPERTY INFORMATION
The following table sets forth certain informatiaith respect to the Company's properties as of Na&dg 1996:

RENTABLE NUMBEROF P ERCENT LEASED/
SQUARE FEET PROPERTIES PRE-LEASED
4,939,000 88 95%
4,272,000 103 91%
9,211,000 191 93%

572,000 5 75%

128,000 1 100%

700,000 6 79%

................... 5,511,000 93
................... 4,400,000 104
................... 9,911,000 197

The following table sets forth certain informatieith respect to the Company's properties underldpugent as of March 31, 1996 (dollars
thousands):

RENTABLE ESTIMATED
ESTIMATED SQUARE PERCENTAGE COMPLETION
COST FEET PRE-LEASED DATE
OFFICE PROPERTIES:
Global Software (1) $ 7,600 93,000 80% 2Q 96
MSA. .., 6,200 55,000 100 4Q 96
Healthsource..... 14,400 180,000 100 4Q 96
Shockoe Plaza...... 15,000 118,000 100 4Q 96
Highwoods One 12,500 126,000 0 4Q 96

TOTAL OR WEIGHTED AVERAGE............ccvevnine
INDUSTRIAL PROPERTIES:

Regency One.......ccooceevviiiniiiiiiiicicees 3,500 128,000 100% 2Q 96
TOTAL OR WEIGHTED AVERAGE...........ccoccveiveeee. i, $59,200 700,000 79%

$55,700 572,000 75%

(1) Excludes land cost.
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The following tables set forth certain informatiamout the Company's leasing activities for thegahmonths ended March 31, 1996 and 1995.

1996 1 995
OFFICE INDUSTRIAL OFFICE INDUSTRIAL
NET EFFECTIVE RENTS RELATED TO RE-LEASED SPACE:
Number of lease transactions (signed leases)....... 58 73 23 3
Rentable square footage leased..................... 130,312 669,007 122,651 103,671
Average per rentable square foot over the lease ter
Base reNt.......cccoeceeeiiieeiieeiiiecenn $ 1621 $ 455 $ 15.30 $ 3.42
Tenant improvements........cccccevveeeeeenennnns (1.49) (0.18) (0.39) --
Leasing COmMmISSIiONS........ccccvvvveveereeeennnn. (0.35) (0.08) (0.44) (0.16)
Rent concessions.........cccoccveeeeiiiiineeenn. - - - -
Effective rent......... $ 1437 $ 429 $ 14.47 $ 3.26
Expense stop.......ccccvveeeeeennnn. (4.23) (0.31) (4.45) (0.55)
Equivalent effective net rent.................... $ 1014 $ 398 $ 10.02 $ 271
Average term in years........cccocveeeevivnnnn. 4 2 6 2
CAPITAL EXPENDITURES RELATED TO RE-LEASED SPACE:
Tenant improvements:
Total dollars committed under signed leases...... ... $723,053 $456,808 $238,641 -
Rentable square feet............ccccvvvveeeennn. 130,312 669,007 122,651 103,671

Per rentable square foot...............cc........ $ 555 $ 068 $ 1.95 -

Leasing commissions:

Total dollars committed under signed leases...... ... $156,264 $ 158,537 $112,438 $ 18,328

Rentable square feet............ccccvvvveeeennn. 130,312 669,007 122,651 103,671

Per rentable square foot...............c........ $ 120 $ 024 $ 092 $ 1.43
Total:

Total dollars committed under signed leases...... ... $879,317 $615,345 $351,079 $ 18,328

Rentable square feet...........cccccvvvveeeennn. ... 130,312 669,007 122,651 103,671

Per rentable square foot........ccccoceeeeeeeeee L $ 675 $ 092 $ 286 $ 1.43
RENTAL RATE TRENDS:
Number of leases commenced during period........... 58 69 20 3
Average final rate with expense pass throughs...... . $15220 $ 445 $ 15.08 $ 571
Average first year cash rental rate............... ... $ 1575 $ 466 $ 15.70 $ 6.25
Percentage inCcrease.........ccoeveeeevvccces 3.62% 4.72% 4.11% 9.46%



The following tables set forth scheduled leaseratioins for executed leases as of March 31, 1996maisig no tenant exercises renewal
options.

OFFICE PROPERTIES (1):

AVERAGE ANNUAL
TOTAL PERCENTAGE OF PERCE NTAGE OF RENTAL RATE
RENTABLE LEASED SQUARE FOOTAGE  ANNUAL RENTS LEASE D RENTS )
YEAR OF LEASE  NUMBER OF SQUARE FEET REPRESENTED BY UNDER EXPIRING REPRES ENTED BY FOR
EXPIRATION LEASES EXPIRING EXPIRING LEASES LEASES (2) EXPIRI NG LEASES  EXPIRATIONS
Remainder of 1996 159 486,086 8.80% $ 6,552,573 8.00% $13.48
1997 175 897,731 16.25 12,750,633 15.58 14.20
1998 156 943,973 17.08 13,661,296 16.69 14.47
1999 104 632,130 11.44 9,329,237 11.40 14.76
2000 132 974,993 17.64 14,348,741 17.53 14.72
2001 50 706,710 12.79 11,325,212 13.83 16.03
2002 19 289,613 5.24 4,612,445 5.63 15.93
2003 12 362,760 6.56 5,792,008 7.08 15.97
2004 6 71,182 1.29 1,036,280 1.27 14.56
2005 4 26,859 0.49 447,569 0.55 16.66
Thereafter 6 133,755 2.42 2,005,462 2.45 14.99
Total or average 823 5,525,792 100.00% $ 81,861,456 1 00.00% $14.81
INDUSTRIAL PROPERTIES:
AVERAGE ANNUAL
TOTAL PERCENTAGE OF PERCE NTAGE OF RENTAL RATE
RENTABLE LEASED SQUARE FOOTAGE ANNUAL RENTS LEASE D RENTS 2)
YEAR OF LEASE NUMBER OF SQUARE FEET REPRESENTED BY UNDER EXPIRING REPRES ENTED BY FOR
EXPIRATION LEASES EXPIRING EXPIRING LEASES LEASES (2) EXPIRI NG LEASES EXPIRATIONS
Remainder of 1996 158 1,565,378 40.64% $ 6,808,899 32.77% $4.35
1997 92 618,564 16.06 3,191,520 15.36 5.16
1998 94 546,945 14.20 4,077,902 19.63 7.46
1999 60 302,319 7.85 2,055,359 9.89 6.80
2000 32 431,135 11.19 2,591,803 12.47 6.01
2001 12 91,475 2.37 911,231 4.39 9.96
2002 3 259,710 6.74 802,403 3.86 3.09
2003 2 5,225 0.14 42,819 0.20 8.20
2004 1 4,399 0.11 49,072 0.24 11.16
2005 5 27,082 0.70 246,593 1.19 9.11
Thereafter
Total or average 459 3,852,232 100.00% $ 20,777,601 1 00.00% $5.39

(1) Include properties acquired on April 1, 1996Ha Eakin & Smith transaction.

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

THIRD-PARTY SERVICE OPERATIONS

The Company, through the Service Companies and/fhearter Brokerage L.L.C., provides brokerageises as well as management,
development, construction and other related sesvimeproperties owned by third parties. The Comypaurrently provides third-party
management services for 23 buildings totaling axiprately 847,000 rentable square feet and exclusasing services for 29 buildings,
totaling approximately 1.7 million rentable squéeet.

INFLATION

Historically inflation has not had a significantparct on the Company's operations because of tatvedl low inflation rate in the Compan'
geographic areas of operation. Most of the leaesggire the tenants to pay their pro rata sharaaéased incremental operating expenses,
including common area maintenance, real estate t@xé insurance, thereby reducing the Companytssexe to increases in operating
expenses resulting from inflation. In addition, mari the leases are for terms of less than sevarsyghich may enable the Company to
replace existing leases with new leases at a higgess rent if rents on the existing leases areabtile market rate.
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PART Il -- OTHER INFORMATION

Item 1. Legal Proceedings -- None

Iltem 2. Changes in Securities -- None

Iltem 3. Defaults Upon Senior Securities -- None

Item 4. Submission of Matters to a Vote of Securi ty Holders -- None

Item 5. Other Information -- None

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

EXHIBIT NO. DESCRIPTION

27 Financial Data Schedule (previously f iled)

(b) Report on Form 8-K

A Report on Form 8-K, dated December 18, 1995, was filed on February 13, 1996. The Report related to t
acquisition of the Parkway Plaza portfolio and inc luded the Audited Financial Statements of TBC Parkw
Plaza, Inc. for the year ended December 31, 1994.
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SIGNATURES

Pursuant to the requirements of the SecuritiesEatiange Act of 1934, the registrant has duly cadisis report to be signed on its behalf by
the undersigned thereunto duly authorized.
HIGHWOODS PROPERTIES, INC.

/sl RONALD P. G BSON
RONALD P. G BSON
PRESI DENT AND CHI EF EXECUTI VE OFFI CER
/sl CARMAN J. LI UZZO
CARMAN J. LI UZZO
CHI EF FI NANCI AL OFFI CER
(PRI NCI PAL ACCOUNTI NG OFFI CER)

Date: June 3, 1996
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