HIGHWOODS PROPERTIES INC

FORM S-3/A

(Securities Registration Statement (simplified form))

Filed 6/18/1996

Address 3100 SMOKETREE CT STE 600
RALEIGH, North Carolina 27604
Telephone 919-872-4924
CIK 0000921082
Industry Real Estate Operations
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSIO N ON JUNE 18, 1996

REGISTRATION NO. 333-3890
REGISTRATION NO. 333-3890-01

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

AMENDMENT NO. 2

TO
FORM S-3
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

HIGHWOODS PROPERTIES, INC. HIGHWOODS/FORSYTH LI MITED PARTNERSHIP

(EXACT NAMES OF REGISTRANTS AS SPECIFIED IN THEIRESPECTIVE GOVERNING
DOCUMENTS)

MARYLAND NORTH CAROLIN A

(STATE OR OTHER JURISDICTION OF INCORPORATION OR GRNIZATION OF EACH
REGISTRANT)

56-1871668 56-1869557
(LR.S. EMPLOYER IDENTIFICATION NO.) (I.R.S. EMP LOYER IDENTIFICATION NO.)

3100 SMOKETREE COURT
SUITE 600
RALEIGH, NORTH CAROLINA 27604
(919) 872-4924
(ADDRESS, INCLUDING ZIP CODE, AND TELEPHONE NUMBERNCLUDING AREA CODE, OF
REGISTRANT'S PRINCIPAL EXECUTIVE OFFICES)
RONALD P. GIBSON, PRESIDENT

HIGHWOODS PROPERTIES, INC.

3100 SMOKETREE COURT, SUITE 600
RALEIGH, NORTH CAROLINA 27604
(919) 872-4924
(NAME, ADDRESS, INCLUDING ZIP CODE, AND TELEPHONE MMBER, INCLUDING AREA CODE,
OF AGENT FOR SERVICE)

COPIES TO:
BRAD S. MARKOFF, ESQ. CATHERINE S. GALLAGHER, ESQ.
SMITH HELMS MULLISS & MOORE, L.L.P. ANDREWS & KURTH L.L.P.
316 W. EDENTON STREET 1701 PENNSY LVANIA AVENUE, N.W.
RALEIGH, NORTH CAROLINA 27603 WASHING TON, D.C. 20006
(919) 755-8700 (20 2) 662-2700

APPROXIMATE DATE OF COMMENCEMENT OF THE PROPOSED SA LE TO THE PUBLIC:

From time to time after the effective date of tagistration statement.
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THE REGISTRANTS HEREBY AMEND THIS REGISTRATION STAMENT ON SUCH DATE OR DATES AS MAY BE

NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANTS SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENSHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES AGQDF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ATNG PURSUANT TO SAID SECTION 8(A), MAY DETERMINE



EXPLANATORY NOTE

This Registration Statement relates to securitigisiivmay be offered from time to time by Highwod®teperties, Inc. (the "Company") and
Highwoods/Forsyth Limited Partnership, a majoritya@d subsidiary of the Company (the "Operatingrieaship™). This Registration
Statement contains a form of basic prospectus'Bhsic Prospectus") relating to both the Company/thie Operating Partnership which will
be used in connection with an offering of secusitiy the Company or the Operating Partnership.spleeific terms of the securities to be
offered will be set forth in a Prospectus Suppleinelating to such securities. To the extent séiesrbf the Operating Partnership, which are
limited to unsecured nonconvertible debt securities offered pursuant to the enclosed Basic Pobspethe Basic Prospectus will include

financial statements, together with notes and adieedf the Operating Partnership set forth on p&gé through F-42 of the Basic
Prospectus



(This Redherring language appears on the leftcidiee page rotated 90 degrees)

INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BECCEPTED PRIOR TO THE TIME THE REGISTRATION
STATEMENT BECOMES EFFECTIVE. THIS PROSPECTUS SUPRIEINT SHALL NOT CONSTITUTE AN OFFER TO SELL OR
THE SOLICITATION OF AN OFFER TO BUY NOR SHALL

THERE BE ANY SALE OF THESE SECURITIES IN ANY STATE WHICH SUCH OFFER, SOLICITATION OR SALE WOULD BE
UNLAWFUL PRIOR TO REGISTRATION OR QUALIFICATION UNER THE SECURITIES LAWS OF SUCH STATE.

SUBJECT TO COMPLETION
PRELIMINARY PROSPECTUS SUPPLEMENT DATED JUNE 18, 1996

PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED JUNE , 1996)

10,000,000 SHARES
HIGHWOODS PROPERTIES, INC. (HIGHWOODS LOGO)
COMMON STOCK

Highwoods Properties, Inc. ("Highwoods" or the "Gmamy") is a self-administered and selénaged real estate investment trust ("REIT")
owns and operates a portfolio of 102 suburbaneffioperties and 98 industrial (including 62 sexvienter) properties located in Raleigh-
Durham, Winston-Salem, Greensboro and CharlottetiN@arolina; Nashville, Tennessee; and Richmondjida. The Company is the
largest full service public real estate companianth Carolina. The Company has entered into a etreaagreement with Crocker Realty Tr
Inc. ("Crocker") pursuant to which Highwoods witlquire Crocker's 58 suburban office properties Ehdervice center properties located in
the Southeastern United States (the "Merger"). /disg consummation of the Merger, which is exped¢tedccur in the third quarter of 1996,
Highwoods will become one of the largest full seevieal estate operating companies in the Southsgeestializing in the ownership,
management, acquisition and development of subufiime and industrial properties.

All of the shares of common stock, par value $.8dghare, of the Company (the "Common Stock") effdrereby (the "Offering”) are being
sold by the Company. The Common Stock is listetherNew York Stock Exchange (the "NYSE") undersimbol "HIW." On June 17,
1996, the last reported sale price of the CommonkStn the NYSE was $27 3/8. See "Price Range afr@on Stock and Distribution
History."

SEE "RISK FACTORS" BEGINNING ON PAGE S-10 HEREIN ANON PAGE 4 IN THE ACCOMPANYING PROSPECTUS FOR
CERTAIN FACTORS RELEVANT TO AN INVESTMENT IN THE CBIMON STOCK.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS
SUPPLEMENT OR THE PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A

CRIMINAL OFFENSE.
[CAPTION]

PRICE TO UNDERWRITING PROCEEDS TO

PUBLIC DISCOUNT(1) COMPANY(2)
Per Share
Total (3)

(1) The Company has agreed to indemnify the sev#mdkerwriters against certain liabilities, includiliabilities under the Securities Act of
1933, as amended. See "Underwriting."

(2) Before deducting estimated expenses payabteebZompany of $ .

(3) The Company has granted the Underwriters aiompd purchase up to an additional 1,500,000 shaif€ommon Stock to cover over-
allotments. If all of such shares are purchasesdtdtal Price to Public, Underwriting Discount aPbceeds to Company willbe $,$and $,
respectively. See "Underwriting."

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HAS N OT PASSED ON OR ENDORSED THE MERITS OF THIS
OFFERING. ANY REPRESENTATION TO THE CONTRARY IS UNL AWFUL.

The shares of Common Stock are offered by the aklderwriters, subject to prior sale, when, asifidelivered to and accepted by the



subject to approval of certain legal matters bynsali for the Underwriters. The Underwriters reseheeright to withdraw, cancel or modify

such offer and to reject orders in whole or in piiis expected that delivery of the Common Stoffkred hereby will be made in New York,
New York on or about June , 19¢

MERRILL LYNCH & CO.

DEAN WITTER REYNOLDS INC.

MORGAN STANLEY & CO.
INCORPORATED

PAINEWEBBER INCORPORATED
PRUDENTAL SECURTES INCORPORATED
THE ROBINSON-HUMPHREY COMPANY, INC.
SCOTT & STRINGFELLOW, INC.

The date of this Prospectus Supplement is June , 9.



(Highwoods logo)
(A map of the southern part of the United Stateswahg the original market areas and expansion nisuidgpear here)

* ASSUMES COMPLETION OF THE MERGER. NO ASSURANCE GIABE GIVEN THAT THE MERGER WILL BE
CONSUMMATED. SEE "RISK FACTORS" HEREIN AND IN THEROSPECTUS AND "RECENT DEVELOPMENTS" HEREIN.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERMAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE COMMO STOCK AT A LEVEL ABOVE THAT WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH TRANSAQDNS MAY BE EFFECTED ON THE NEW YORK STOCK
EXCHANGE, IN THE OVER-THE- COUNTER MARKET OR OTHERWBE. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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(Inside Cover Fold Out Pages)
(Highwoods Logo) Highwoods Properties, Inc. CrodResperties to be Acquired*

(Left Inside Page)
Top Left Photo--International Place Phase Il, MemmphN Middle Left Photo--Water Oak, Charlotte, NB@ttom Left Photo--Ridgefield I,

Asheville, NC Top Right Photo--Scott Center, Boad®, FL Bottom Right Photo--One Boca Place, BoatoR, FL
(Right Inside Page)

Top Left Photo--Progressive Insurance, Tampa, Fttddo Left Photo--Grandview I, Birmingham, AL TopdRit Photo-Tower Place, Tamp

FL
Middle Right Photo--Center Point I, Columbia, SCtBm Right Photo--Atrium, Tampa, FL

*Assumes completion of the Merger. No assurancebeagiven that the Merger will be consummated. "Reezent Developments



PROSPECTUS SUPPLEMENT SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETYBY THE MORE DETAILED DESCRIPTIONS AND THE
FINANCIAL INFORMATION AND STATEMENTS APPEARING ELSEBVHERE IN THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS OR INCORPORATED HEREIN ANIMEREIN BY REFERENCE. UNLESS THE CONTEXT
OTHERWISE REQUIRES, THE TERM

(I) "COMPANY" OR "HIGHWOODS" SHALL MEAN HIGHWOODS ROPERTIES, INC., PREDECESSORS OF HIGHWOODS
PROPERTIES, INC. AND THOSE ENTITIES OWNED OR CONTR@D BY HIGHWOODS PROPERTIES, INC., INCLUDING
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP (THE "OPERANIG PARTNERSHIP"), (Il) "CROCKER" SHALL MEAN
CROCKER REALTY TRUST, INC., ITS PREDECESSORS AND @HE ENTITIES OWNED OR CONTROLLED BY CROCKER, ()
"HIGHWOODS PROPERTIES" SHALL MEAN THE 102 SUBURBAQFFICE AND 98 INDUSTRIAL (INCLUDING 62 SERVICE
CENTER) PROPERTIES OWNED BY THE COMPANY, (IV) "CRBER PROPERTIES" SHALL MEAN THE 58 SUBURBAN OFFICE
AND 12 SERVICE CENTER PROPERTIES OWNED BY CROCKERDB (V) "PROPERTIES" SHALL MEAN THE HIGHWOODS
PROPERTIES AND THE CROCKER PROPERTIES COMBINED. AINFORMATION ABOUT THE PROPERTIES AS OF MARCH 3
1996 INCLUDES THE SEVEN PROPERTIES ACQUIRED BY THEOMPANY ON APRIL 1, 1996 FROM EAKIN & SMITH, INC. AD
THEIR AFFILIATES ("EAKIN & SMITH") AND EXCLUDES INFORMATION ABOUT TWO PROPERTIES PLACED IN SERVICE BY
THE COMPANY AFTER MARCH 31, 1996.

THE COMPANY
GENERAL

The Company is a self-administered and self-man&fgd that owns and operates a portfolio of 20Qpprtes (the "Highwoods Properties")
located in Raleigh-Durham (the "Research TriangM/inston-Salem/Greensboro (the "Piedmont TriadQ &harlotte, North Carolina;
Nashville, Tennessee; and Richmond, Virginia. Thghiwoods Properties consist of 102 suburban offioperties and 98 industri

(including 62 service center) properties, contairaggregate of approximately 10.3 million rentadrjeare feet and are leased to
approximately 1,100 tenants. At March 31, 1996 Highwoods Properties were 94% leased. The Compksmyowns approximately 215
acres of land for future development. All of thevelepment land is zoned and available for officd artustrial development, 178 acres of
which have utility infrastructure already in pladdie Company conducts substantially all of its\atigis through, and all of its properties are
held directly or indirectly by, Highwoods/Forsytlintited Partnership (the "Operating Partnershipfwhich the Company is the sole general
partner.

The Company has entered into a merger agreemdanGnitcker Realty Trust, Inc. ("Crocker") pursuantthich Highwoods will acquire
Crocker's 58 suburban office properties and 12igesenter properties (the "Crocker Propertiestjiclv are located in 15 markets through
the Southeastern United States (the "Merger"). Adisg consummation of the Merger, which is expettedccur in the third quarter of 1996,
Highwoods will own an aggregate of 270 suburbaitefind industrial properties, containing 15.9 imillrentable square feet, which were
94% leased at March 31, 1996. The Company belignatshe Merger provides Highwoods a unique investnopportunity for future growth
by allowing the Company to expand and diversifyopperations to growth-oriented markets throughbet3outheast.

BUSINESS STRATEGY
Since becoming a public company in June 1994 stiieen Highwoods' strategy to:
(Bullet) Diversify its initial suburban office pddlio to include industrial and service center pdjes;

(Bullet) Expand its geographical presence to sete&poutheastern markets with growth and demogralsiacteristics similar to its existing
markets;

(Bullet) Effectively manage growth through the aisifion of management expertise along with adddiqroperties;
(Bullet) Maintain a flexible and conservative cap#tructure; and
(Bullet) Build an efficient, customer service-oried regional organization.
RECENT DEVELOPMENTS
PENDING ACQUISITION OF CROCKER REALTY TRUST, INC.

GENERAL. On April 29, 1996, the Company entered iabh Agreement and Plan of Merger (the "Merger Agrent") with Crocker Realty
Trust, Inc. As a result of the Merger, Highwoodd atquire 58 suburban office properties
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and 12 service center properties located in 15Hg@stern markets in Florida, North Carolina, Sdaholina, Tennessee, Georgia, Virginia
and Alabama. The Crocker Properties encompass ilidnmentable square feet and, at March 31, 198&e 95% leased. For a description
of the properties to be acquired in the Merger,"Bessiness and Properties -- The Crocker Propetties

Under the terms of the Merger Agreement, the Compalh acquire all of the outstanding capital stawfkCrocker in exchange for a cash
payment of $11.02 per share, subject to certainsaaiients. Based on Crocker's 26,981,087 sharagsibinding capital stock at May 31,
1996, the purchase price will total approximate2@® million. In addition, the Company will cash aetrtain existing options and warrants to
purchase Crocker common stock for an estimatedillibn and assume approximately $240 million @b€ker's currently outstanding
indebtedness. In connection with the Merger, thenany has also entered into a Stock Purchase Agrigithe "Stock Purchase
Agreement") with certain of Crocker's stockholdels collectively own approximately 83% of Crockeslgstanding common stock, which
obligates such stockholders to sell their sharésedCompany at a cash price of $11.02, subjetttdcame adjustments as required under the
Merger Agreement. The Merger Agreement and thek3farchase Agreement may be terminated by the cégpgarties only in certain
limited circumstances. In addition, under the teahthe Merger Agreement, certain specified assettliabilities of Crocker will not be
acquired by the Company. See "Recent DevelopmeRsnding Acquisition of Crocker Realty Trust, Ihc.

MANAGEMENT OF CROCKER PROPERTIES. Upon completidrttee Merger (or if earlier, June 30, 1996), Cratkéhree senior officer
Thomas J. Crocker, Richard S. Ackerman and Rohddiriisko, will resign as officers and directoraQybcker. See "Risks Factors -- Risks
Associated with Rapid Growth." Following the consnation of the Merger, Highwoods will retain thedees of several key Crocker
employees who will be responsible for managinggaificant portion of the Crocker Properties. Seec&nt Developments -- Pending
Acquisition of Crocker Realty Trust, Inc." and "Grganizational Changes."

EAKIN & SMITH TRANSACTION

On April 1, 1996, the Company completed a mergéh ®akin & Smith and its affiliates ("Eakin & Smi)hcombining their property
portfolios, management teams and business opesafitmough the combination, the Company succeemdtttownership of seven suburban
office buildings totaling 848,000 square feet, & 000-square foot suburban office development ptpje8 acres of development land and
Eakin & Smith's brokerage and property managemgetagions. All the properties and development laredlocated in Nashville, Tennessee.
At March 31, 1996, the properties acquired in th&ik & Smith Transaction were 97% leased.

The aggregate cost to the Company of the Eakin &Shransaction, assuming the completion of therioeess development project, was
approximately $98.5 million payable through theiesce of 537,138 limited partnership units ("Unif'the Operating Partnership and
489,421 shares of the Common Stock, the assumpti87 million of indebtedness (with a weighted raxge fixed rate of 8.0%), and cash
payments of approximately $33 million. The aggregaist excludes deferred payments totaling 54,886fs of Common Stock, which are
attributable to Eakin & Smith's brokerage and propmanagement operation; the payments will be noage a four-year period provided
certain annual operating measurements are achieved.

As part of the Eakin & Smith Transaction, the thpeiacipals of Eakin & Smith, Inc. received optiawspurchase 105,000 shares of Common
Stock at $27.50 per share. Such options vest indqual annual installments beginning with the selcanniversary of the date of grant. Such
principals also received warrants to purchase T&0shiares of Common Stock for $28.00 per sharaddiition, John W. Eakin and Thomas
S. Smith were added to the Company's Board of Rirec

DEVELOPMENT ACTIVITY

The following table summarizes the three develogrpesiects placed in service by the Company duti®g6:

RENTABLE INITIAL
PROPERTY PROPERTY TYPE LOCATION SQUARE FEET COST
Hewlett Packard  Office Piedmont Tria d 15,000 $ 1,000,000
Global Software  Office Research Tria ngle 92,700 7,500,000
Regency One Industrial Piedmont Tria d 127,600 3,500,000
Total 235,300 $12,000,000



The Company has eight suburban office propertiesoame industrial property under development togali81,000 square feet of space. The
following table summarizes these projects:

ESTI MATED

RENTABLE ESTIMATED PERCENT COMP LETION
OFFICE PROPERTIES LOCATION SQUARE FEET COST PRELEASED D ATE
MSA Research Triangle 57,000 $ 6,200,000 100% 4 Q96
Healthsource Research Triangle 180,000 14,400,000 100 4 Q96
One Shockoe Plaza Richmond 118,000 15,000,000 100 4 Q96
Highwoods One Richmond 126,000 12,500,000 0 4 Q96
Situs One Research Triangle 58,000 5,100,000 58 4 Q96
Maryland Way Nashville 103,000 11,500,000 50 4 Q96
Inacom Piedmont Triad 13,000 900,000 100 4 Q96
North Park Research Triangle 40,000 4,000,000 40 1 Q97
Total or Weighted Average 695,000 $69,600,000 67%
INDUSTRIAL PROPERTY
Regency Two Piedmont Triad 96,000 $ 2,800,000 39% 4 Q96
Total or Weighted Average 791,000 $72,400,000 66%

Following the Merger, the Company will continue €ker's development of an approximately 81,000-st@ot office building in Center
Point Office Park in Columbia, South Carolina. Gcexcowns the other office building in the park, athbuilding was 100% leased at March
31, 1996. The total cost of the project is expetbelde approximately $7.6 million, including therpliase of the land. Pursuant to a contract
entered into with the contractor, the constructiosts are fixed. The building is expected to bemetad in the fourth quarter of 1996 and is
approximately 50% pre-leased.

OTHER PENDING ACQUISITIONS

The Company has entered into agreements to adsdrsuburban office properties: one in RichmondgViia and the other in Nashville,
Tennessee. The properties encompass 155,000 $gatie the aggregate and will be acquired atal taist of $15.3 million. The purchase
price will be funded through a $10.4 million castyment and the assumption of a $4.9 million, 8. 7@¥-recourse mortgage loan.
Additionally, the Company has entered into a letfentent to acquire two suburban office propertietaling 224,000 square feet and three
acres of land in Nashville and Charlotte in excleafug 305,438 Units and $5.7 million in cash.

FINANCING ACTIVITIES AND LIQUIDITY
Set forth below is a summary description of the @any's recent financing activities:

CREDIT FACILITY. In March 1996, the Company closed a $140 million unsecured credit facility (therédit Facility"), which replaced :
$80 million secured facility. The Credit Facility with NationsBank, First Union National Bank oftfoCarolina and Wachovia Bank of
North Carolina and requires monthly payment ofrieée and matures on September 30, 1999. The imtexest rate on the Credit Facility
LIBOR plus 150 basis points. The interest rate adljust based on the Company's senior unsecurdi @#ng within a range of LIBOR plus
100 basis points to LIBOR plus 175 basis points f@placement of the secured facility with the @rEdcility enhanced the Company's
financial flexibility by releasing the liens on pdoperties with a book value of approximately $226ion.

FINANCING OF THE EAKIN & SMITH TRANSACTION. The Comany financed the Eakin & Smith Transaction throtlghissuance of
537,138 Units and 489,421 shares of Common Sthekassumption of $37.0 million of mortgage indebht=s$ and a $26.6 million draw on
the Credit Facility. The mortgage indebtednessrassuhas an average fixed rate of approximately B&@aa average remaining life of
approximately six years. Approximately $5.5 milliohthe mortgage indebtedness is fixed at a rale#¥f to the maturity date of the
underlying debt through the use of an interestsatap. Further, the Company entered into a five;y&a0 million interest rate swap
agreement that commences in January 1997 andie#figcixes $7.0 million of the Company's varialége debt at 8.0%.
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FINANCING OF THE PENDING MERGER. In connection withe Merger, the Company obtained a commitment fikationsBank and
First Union National Bank of North Carolina for 239 million revolving line of credit (the "RevolgnLoan"). The Revolving Loan will
replace the Credit Facility and will be used togethith the proceeds from the Offering to fund kherger.

The Revolving Loan will be unsecured for the fingte months and will bear interest at a rate of@Bplus 150 basis points. After the initial
nine-month period, the Revolving Loan will eitheneert to a secured loan with a maturity date tearg from its closing date or to an
unsecured loan maturing on July 31, 1999. The RéwplLoan will remain unsecured if the Company gates at least $300 million of net
proceeds from equity offerings (including the pred® from this Offering) during the initial nine-ntbrperiod and meets certain covenants,
including covenants relating to debt ratios, talegitet worth and interest coverage.

If the Revolving Loan remains unsecured after tiiggal nine-month period, it would have an interesde that ranged from LIBOR plus 100
basis points to LIBOR plus 175 basis points basethe Company's senior unsecured credit ratintpelfoan converts to a secured facility,
the Company will be required to pledge assetsast lequal in value to 60% of the outstanding amotitiie Revolving Loan and the interest
rate will equal LIBOR plus 175 basis points.

Also in connection with the Merger, the Companyl wisume approximately $239.5 million of indebtesinat an average rate of 8.57%. This
indebtedness includes: (i) a $140 million mortgagte (the "Mortgage Note") with a fixed rate of % %ii) variable rate mortgage loans in the
aggregate amount of $69.4 million with a weightedrage interest rate of 9.4% at March 31, 1996 and

(iii) fixed rate mortgage loans in the amount o0#3million with a weighted average interest r&t8.8%.

The Company is currently considering various atiiues related to the $99.5 million of indebtedrtesse assumed in the Merger other than
the Mortgage Note. The Company may repay this itetitess with the proceeds from the issuance adresénior unsecured debt or
conventional mortgage debt. To limit its exposuréntreasing interest rates, the Company has ehtete a forward-starting $75 million
interest rate swap agreement that commences orrSeet 15, 1996. The interest rate swap maturegepte®ber 15, 2003 and will limit the
Company's exposure to increases in interest ratedtloer $75 million of LIBOR based floating raterlbwings or $75 million of fixed rate
debt issued in the future. Upon commencement oifntieeest rate swap, the Company will pay the cewparty a fixed rate of 7.02% while t
counterparty will pay the Company an amount equ&Q-day LIBOR.

PRO FORMA CAPITALIZATION. Assuming completion oféhOffering and the Merger, the Company's pro fodelat as of March 31, 19
would have totaled $550.3 million and would haveresented 37% of total market capitalization (based stock price of $27 3/8). The
Company's pro forma interest coverage ratio (ddfemincome before minority interest plus depréemisénd amortization and interest
expense divided by contractual interest expensehtoquarter ended March 31, 1996 would have eguai86x.

ORGANIZATIONAL CHANGES

On May 20, 1996, the Company announced certainggsato its organizational structure, which wilballthe Company to utilize its existing
senior management for overall leadership whilenglddvantage of certain members of Crocker's manageto integrate Crocker into the
Highwoods organization. These changes will proyideperty and market specific experience to the dnatbportfolio. The Company
believes that upon the completion of the Mergepraximately 85% of its portfolio will be manageddaleased on a day-to-day basis by
personnel that have previously managed, leasedwalabed the properties for which they are resiesi

In connection with the organizational changes, Ml T. Wilson, 11l was appointed to the newly cezhposition of executive vice president
and chief operating officer. Mr. Wilson will assumesponsibility for all aspects of the Companyidgional operations and the Company's
acquisition group. Prior to this appointment, heved as executive vice president and was resp@nfibkhe operations of the Forsyth
division, which included the operations of the i@t Triad and Charlotte area properties. JohndecR Il will assume Mr. Wilson's
responsibilities with respect to the Piedmont Tidagia properties and will serve the Company aseptiesident. Mr. Reece was previously
responsible for the leasing, marketing and devetqractivities of the Forsyth division. In additjialohn W. Eakin has been appointed as
senior vice president and will be responsible fogrations in Tennessee (Nashville and Memphish#tisa and Florida (Tampa, Boca Raton,
Orlando and Jacksonville). Since joining the ConyparApril 1996
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in connection with the Eakin & Smith Transaction,. EMakin has been responsible for the Company'shlées operations.

Upon completion of the Merger, Highwoods will retéihe services of several key Crocker employeeswitite responsible for managing a
significant portion of the Crocker Properties, udihg Thomas F. Cochran who will manage the Comgdnysiness in Charlotte, North
Carolina, Greenville, South Carolina, and Atlait@aorgia; Michael E. Harris, who will be responsifidethe management of the properties in
the Memphis, Tennessee area; Scott |. Peek, Jo.withmanage the Company's business in the Ta@pdando and Jacksonville, Florida
areas and Timothy F. Vallace, who will manage toedRaton area properties. See "Recent Developmdpénding Acquisition of Crocker
Realty Trust, Inc." and " -- Organizational Changes

THE PROPERTIES

The following table sets forth certain informatiainout the Properties as of March 31, 1996:

ANNUALIZED RENT AL REVENUE (1)
OFFICE INDUS TRIAL
PROPERTIES PROPERT IES (2) TOTAL

......................... $ 86,585,628 $ 16, 053,429 $102,639,057

......................... 58,467,277 8,
......................... $145,052,905 $ 24,

RENTABLE S
OFFICE INDUS
PROPERTIES PROPERT
......................... 6,389,737 3,
......................... 4,449,739 1,

N 10 = 1O 10,839,476 4,

PERCENT L
INDUSTR
OFFICE  PROPERT
PROPERTIES )

Highwoods Properties...........cccccceevveerninnen. 95%(3) 91
Crocker Properties.... 95(5) 93
Weighted average.................. 95% 92

WEIGHTED AVERAGE

919,366 67,386,643
972,795 $170,025,700

QUARE FEET

TRIAL

IES(2) TOTAL
674,951 10,064,688
212,084 5,661,823
887,035 15,726,511

EASED

IAL

IES  WEIGHTED
AVERAGE

%(4) 94%

(6) 95

% 94%

AGE (YEARS)(7)

INDUSTR IAL
OFFICE PROPERT IES WEIGHTED
PROPERTIES 2) AVERAGE
Highwoods Properties......cccccovcvevvieenicecees e 10.4 9. 2(8) 10.2
Crocker Properties.........ccoccveenns 8.9 11. 2 9.2
Weighted Average (5) 9.8 9. 7 9.8

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.

(2) Includes 74 service center properties, 12 attvlre Crocker Properties.

(3) Includes 23 single-tenant properties compridirigmillion rentable square feet and 61,000 rdatafuare feet leased but not occupied.
(4) Includes 17 single-tenant properties compridirigmillion rentable square feet and 27,000 rdatafuare feet leased but not occupied.
(5) Includes 13 single-tenant properties comprigiigj,000 rentable square feet and 68,000 rentgbkers feet leased but not occupied.
(6) Includes three single-tenant properties conmyi58,000 rentable square feet and 14,000 sdearéeased but not occupied.

(7) Weighted according to Annualized Rental Revenue

(8) Excludes Ivy Distribution Center. lvy is a 4000-rentable square foot warehouse, which was nmtstl in stages. A portion of the
building was built in 1930; major expansions todégce in the mid-1940s, mid-1950s and 1981. In 1889 entire property was renovated to
convert it from a manufacturing facility to a waceise.
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The following table sets forth certain informatiainout the Properties in each of the 16 market$ Emoch 31, 1996:

ANNUALIZED

OFFICE INDUSTRIAL TOTAL RENTABLE RENTAL

PROPERTIES PROPERTIES (1) PROPERTIES SQUARE FEET REVENUE

Research Triangle, NC 61 4 65 4,078,229 $53,994,987

Piedmont Triad, NC . 23 78 101 4,296,563 27,684,440

Nashville, TN 7 3 10 1,192,511 15,095,578

Tampa, FL... 20 - 20 1,155,483 14,170,231

Charlotte, NC 12 16 28 1,253,847 13,088,036
Boca Raton, FL 3 - 3 506,834 9,682,756
Greenville, SC.. . 5 2 7 687,150 7,501,621
Memphis, TN.....ccoiiiiiii e, 5 - 5 382,131 7,232,995
Richmond, VA........cccoooiiiiiiiiiccnn 10 1 11 481,908 5,284,603
Atlanta, GA........... 2 3 5 706,745 4,948,214
Columbia, SC.......ccccvriveiiiieiieiciee 5 - 5 318,713 4,011,072
Orlando, FL......cooeoiiiiiiiiiiicieecs 2 - 2 200,796 2,011,534
Birmingham, AL........c.ccoovoiiiiiiiiiicnnnns 1 - 1 111,905 1,632,892
Norfolk, VA........... 1 1 2 179,006 1,481,603
Jacksonville, FL.......ccooviiiniiiiiienne 1 - 1 50,513 1,104,854
Asheville, NC........ccooooviiiiiiciin 1 1 2 124,177 1,100,284

Total oo 159 109 268 15,726,511 $170,025,700

(1) Includes 74 service center properties.

THE OFFERING

Shares Offered..........cccoeeeiiiiiiiiiniiennn. ... 10,000,000 (1)

Shares to be Outstanding After the Offering........ ... 34,168,560 (2)

Use of Proceeds........cccvvvveeveeeeeeiiniinnnns ... To purchase the shares of Crocker Realty Trust , Inc.
NYSE Symbol........ccccoovviiiiiiiiiiccn, . "HIwe

(1) Assumes the Underwriters' over-allotment optmpurchase up to 1,500,000 shares of Common $tault exercised. See
"Underwriting."

(2) Includes (a) 29,898,970 shares of Common Simtle outstanding after the Offering and (b) 4,360,shares of Common Stock that may
be issued upon redemption of outstanding Units¢hvare redeemable by the holder for cash or, avphien of the Company, shares of
Common Stock on a one-for-one basis. Exclude90)®0 shares of Common Stock reserved for issugpae exercise of options granted
pursuant to the Amended and Restated 1994 StodkrOPlkan, (i) 250,000 shares of Common Stock thay be issued upon the exercise of
warrants granted to certain officers in connectidtih certain property acquisitions and (iii) 54,086ares of Common Stock that may be
issued in connection with the Eakin & Smith Trangacand 40,000 shares of Common Stock that magdued upon redemption of Units
that may be issued in connection with certain priypgcquisitions.

SUMMARY SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a gnorfa basis for the year ended December
31, 1995 and as of and for the three months endadivB1, 1996. The following table also sets feglected financial and operating
information on an historical basis for the Compéaythe period from June 14, 1994 (commencemenpefations) to December 31, 1994,
for the year ended December 31, 1995 and for tfee tthonths ended March 31, 1996 and 1995. Theafimitpinformation should be read in
conjunction with the financial statements and ntheseto incorporated by reference herein and tbégyma financial statements and notes
thereto included and incorporated by referenceihere

The pro forma operating data for the year endeeBber 31, 1995 assumes that the Forsyth Transati®iResearch Commons Acquisiti
the Other Acquisitions, the Second Offering, the&d ©ffering, the Eakin & Smith
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Transaction, the Merger and this Offering all ocedras of January 1, 1995. The pro forma balaneetsis of March 31, 1996 assumes that
this Offering, the Eakin & Smith Transaction and terger all occurred on March 31, 1996. The prosnfboperating data for the three
months ended March 31, 1996 assumes that thisi@ffehe Eakin & Smith Transaction and the Mergesusred as of January 1, 1995.

The pro forma information is based upon certai@ggions that are included in the notes to thefpnma financial statements incorporated
by reference herein and the pro forma financidgkstants included elsewhere in this Prospectus Suapgit. The pro forma financial
information is unaudited and is not necessarilydative of what the financial position and reswtoperations of the Company would have
been as of and for the periods indicated, nor dqasport to represent the future financial pasitand results of operations for future peri

HISTORICAL
PRO FORMA PRO FORMA JUNE 14,
THREE MONTHS END ED THREE MONTHS ENDED YEAR ENDED  YEA R ENDED 1994 TO
MARCH 31, MARCH 31, DECEMBER 31, DECE MBER 31, DECEMBER 31,
1996 1996 1995 1995 1995 1994
OPERATING DATA:
Total revenue................. $ 45,850 $23,757 $12,846  $172,142 $ 73,522 $ 19,442
Rental property operating
EeXPENSES.......cccevunuians 13,437(1 ) 6,154(2) 3,053(2) 46,225(1) 17,049(2) 5,110(2)
General and administrative.... 1,284 934 523 4,218 2,737 810
Interest expense.............. 11,660 3,951 2,470 47,806 13,720 3,220
Depreciation and
amortization................ 6,755 3,716 1,921 26,587 11,082 2,607
Income (loss) before minority
interest..........cccooeue 12,714 9,002 4,879 47,306 28,934 7,695
Minority interest............. (1,589) (1,571) (800) (5,913) (4,937) (808)
Income before extraordinary
item..n, 11,125 7,431 4,079 41,393 23,997 6,887
Extraordinary item-loss on
early extinguishment of
debturiiiiennn. - - (875) - (875) (1,273)
Net income (l0ss)............. $ 11,125 $ 7,431 $ 3,204 $41,393 $ 23,122 $ 5,614
Net income per common share... $ 037 $ 038 $ 029 $ 1.38 $ 1.49 $ .63
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated depreciation.... $1,225,525 $602,276 $429,556 $ - $5 93,066 $207,976
Total assets...........c...... 1,288,157 632,644 455,909 -- 6 21,134 224,777
Total mortgages and notes
payable..........ccoceenee 550,311 196,718 140,698 -- 1 82,736 66,864
OTHER DATA:
Number of in-service
properties...........c...... 268 191 108 -- 191 44
Total rentable square feet.... 15,727,000 9,211,000 6,914,000 -- 9,2 15,171 2,746,219

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andtemaince, property management, security,
utilities, leasing, development, and constructinpemses.

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@maince, property management, security
and utilities.
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RISK FACTORS

THIS PROSPECTUS SUPPLEMENT CONTAINS FORWARD-LOOKINS3ATEMENTS. ACTUAL RESULTS MAY DIFFER
SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORWARDAOKING STATEMENTS. FACTORS THAT MIGHT CAUSE
SUCH A DIFFERENCE INCLUDE, BUT ARE NOT LIMITED TOTHOSE DISCUSSED BELOW AND IN THE PROSPECTUS UNDER
"RISK FACTORS." AN INVESTMENT IN THE COMMON STOCKNVOLVES VARIOUS RISKS. PROSPECTIVE INVESTORS
SHOULD CAREFULLY CONSIDER THE FOLLOWING INFORMATIONN CONJUNCTION WITH THE OTHER INFORMATION
CONTAINED IN THIS PROSPECTUS SUPPLEMENT AND THE PBRECTUS BEFORE PURCHASING COMMON STOCK IN THE
OFFERING.

RISKS ASSOCIATED WITH RAPID GROWTH

The Company is currently experiencing a periodapia growth. After giving effect to the Eakin & SimiTransaction and the Merger, the
Company's property portfolio will have increaseahfr193 properties, consisting of approximatelyrfillion rentable square feet, to 270
properties, consisting of approximately 15.9 milli@ntable square feet. The Company's ability toage its growth effectively will require it
to integrate successfully the Eakin & Smith managetnteam and those members of the Crocker managéeaen who will continue with tt
Company after the Merger into its existing managars#&ucture. In connection with the Eakin & Sniltansaction, the Company retained
of Eakin & Smith's 46 employees. Furthermore, inrerction with the Merger, the Company expects tbagproximately 50 administrative,
property management, leasing, marketing and mantpersonnel employed by Crocker. There can lassirance that the Company will
be able to integrate these additional employeesiigtorganization or to manage the combined opersieffectively. Furthermore, the
inability of the Company to integrate the Properiiea timely and efficient manner could have aveask effect on the Company's business.

Upon completion of the Merger, four former officefsCrocker will join the Company as vice presidefithomas F. Cochran will manage the
Charlotte division, which includes Greenville, So@arolina and Atlanta, Georgia; Michael E. Hawil manage the Memphis division;
Scaott I. Peek, Jr. will manage the Tampa divisighich includes Jacksonville and Orlando; and TimgdthVallace will manage the Boca
Raton division. Thomas J. Crocker, the chairmathefboard and chief executive officer of Crockachard S. Ackerman, the president and
chief operating officer of Crocker, and Robert Eisko, the vice president and chief financial adfiof Crocker, will not join the Company.
There can be no assurances that the Company vableeto integrate successfully the Crocker Prageeihto its portfolio without them.
Furthermore, it is expected that Messrs. Crockekefman and Onisko will continue to be engagedhiéndommercial real estate business
following the Merger. As part of their severanceesgnents, Messrs. Crocker, Ackerman and Onisko agreed not to compete with the
Company within the city limits of Boca Raton, Fhaifor periods ranging from 12 months (Mr. Onist@}8 months (Messrs. Crocker and
Ackerman), except with respect to certain contréwas Mr. Crocker has to manage certain officequty owned by third parties and with
respect to a mixed-use retail and office compleavkmas Mizner Park, which is owned by Mr. CrocKatherwise, Messrs. Crocker,
Ackerman and Onisko will be able to compete witlh @ompany in all of its markets. See "Recent Dgyrakents -- Pending Acquisition of
Crocker Realty Trust, Inc. -- Management of CrodResperties." Finally, there can be no assuraraiettie Merger will be consummated. See
"Recent Developments -- Pending Acquisition of ®eydRealty Trust, Inc."

RISK OF FAILURE OF CROCKER TO QUALIFY AS A REIT

Upon consummation of the Merger, Crocker will beecasubsidiary of the Operating Partnership. Exfieithe Federal and state income
taxes that might be payable upon the distributiocestain assets that will be distributed direathindirectly to the stockholders of Crocker
prior to the Merger (the "Excluded Assets"), therybgr has been structured to defer any tax recagnit Crocker. To accomplish this, the
Company intends to maintain Crocker's separatesstat an operating REIT. To maintain Crocker's Riéifus, the Company intends to c:
Crocker to sell a sufficient amount of common sttxhkt least 110 individuals to enable Crocker tetrthe test for qualification of a REIT
under Section 856(a)(5) of the Internal RevenueeCafdl986, as amended (the "Code"). The aggregadeiat of common stock to be issued
to such minority stockholders is not expected toeex 1.0% of the equity of Crocker.

The Company expects Crocker at all times to maintaistatus as a REIT and to continue to be orgainand operated so as to maintain its
qualification as a REIT. Since the ownership of&&er stock by the Operating Partnership is considlés be the ownership of a real estate
asset for purposes of the REIT qualification tests since distributions received from a REIT ammme included in both the 95% and 75%
income tests of Code Sections 856(c)(2) and

(3), the Company's qualification as a REIT showtlbe affected by the acquisition and ownershi@maicker. If, however, Crocker fails to
qualify as a REIT for any reason while its shamesaavned by the Company or
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the Operating Partnership, the Company will no tsrgualify as a REIT and the Company would be taacei it were a domestic corporation
and its stockholders would be taxed in the sameneraas stockholders of ordinary corporations. &t #vent, the Company could be subject
to potentially significant tax liabilities and, tlefore, the amount of cash available for distributio its stockholders would be substantially
reduced or eliminated.

Although the Company believes, and Crocker haessmted, that commencing with Crocker's taxable geded December 31, 1995,
Crocker has operated in such a manner so as tothee€bde requirements for qualification as a REdTassurances can be given that Crc
will qualify as REIT now or in the future. Crockedualification as a REIT is a condition to the Quamy's obligation to consummate the
Merger. See "Recent Developments -- Pending Adiuisof Crocker Realty Trust, Inc.” herein and "Eeal Income Tax Considerations” in
the Prospectus.

POSSIBLE ENVIRONMENTAL LIABILITIES ASSOCIATED WITH  THE CROCKER PROPERTIES

Under various federal, state and local laws, omitea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable fore¢bsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tediie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of ashestosataining materials ("ACM") into the air, and thiparties may seek recovery from owners or opes
of real property for personal injuries associatéith W CM. In connection with its ownership and op@ra of its properties, the Company may
be potentially liable for these costs. In additithre presence of hazardous or toxic substancesitg adjacent to or in the vicinity of a
property could require the property owner to pgséte in remediation activities in certain casesauld have an adverse effect on the valt
such property.

All of the Crocker Properties have been subjeabeassessments by independent environmental contuitethe last three years. The
environmental assessments of the Crocker Propérdies not revealed any environmental liability ttet Company believes would have a
material adverse effect on the Company's resulgpefations, liquidity or financial position takaa a whole, nor is the Company aware of
any such material environmental liability. Nevef#ss, it is possible that the assessments do wealrall environmental liabilities or that
there are material environmental liabilities of eththe Company is unaware. In addition, assumptiegarding the existence and
nonexistence of contamination and groundwater iogvbased on available sampling data, and themecaassurances that the data is reliable
in all cases. Moreover, there can be no assur&atdi} future laws, ordinances or regulations wdk impose any material environmental
liability or (ii) the current environmental conditi of the Crocker Properties will not be affectgddnants, by the condition of land or
operations in the vicinity of the Crocker Propest{such as the presence of underground storags)tamkby third parties unrelated to the
Company. The environmental assessments have reviaaléollowing:

(Bullet) A property located southwest of the Sallaproperty is listed on EPA's National Prioritysti(NPL). Groundwater at the site conte
elevated levels of inorganic metals and the sipeaps to be hydraulically upgradient from the Sa&hadroperty. Sampling at the
southwestern boundary of the Sabal VI propertycatid levels of inorganic metals in the groundwabsve the cleanup standards, while
levels of such constituents in the soil were nor@&an-up is ongoing at the NPL site, funded Ispoasible parties. Based on information
known to date, there is no indication that the S&baroperty is a source of this contaminationdainis unlikely that EPA or any other party
would seek to impose liability on the Company fog presence of such contaminants.

(Bullet) Contamination exists in groundwater at tWBL sites adjacent to and upgradient from the €n&se properties. Due to the geolog
the area, the consultant advised that samplingp@ptoperty would not
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definitively determine whether contamination froffisite had reached the Grassmere properties;ftivereno on-site sampling was
performed. Funded clean-ups are ongoing at both $ites. Based on information known to date, themoi indication that the Grassmere
properties are a source of the contamination, tisdunlikely that EPA or any other party would lsée impose liability on the Company for
the presence of such contamination.

(Bullet) Lead was detected above the federal adteel in drinking water from limited outlets atvem of the Crocker Properties. Federal law
only requires that public water suppliers takeactivhen this level is exceeded and requires netdiretion by the Company. Sampling was
limited and more thorough sampling would be regliiceaccurately determine the sources and levdksadfin those buildings. However, if
elevated lead levels do exist, it could presenptitential for allegations of liability from thindarties.

Some tenants use or generate hazardous substarntbhesordinary course of their respective busiresBeese tenants are required under their
leases to comply with all applicable laws and hageeed to indemnify the Crocker for any claims lasy from noncompliance. The
Company is not aware of any environmental problegsslting from tenants' use or generation of hamasdubstances. There are no
assurances that all tenants will comply with thenteof their leases or remain solvent and thaCtimpany may not at some point be
responsible for contamination caused by such tenant

SEE "RISK FACTORS" IN THE ACCOMPANYING PROSPECTUS F OR A DISCUSSION OF
CERTAIN OTHER FACTORS RELEVANT TO AN INVESTMENT IN  THE COMMON STOCK.
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THE COMPANY
GENERAL

Highwoods Properties, Inc. ("Highwoods" or the "Gmamy") is a self-administered and self-managed RE#T owns and operates a portfolio
of 200 properties (the "Highwoods Properties”) tedan Raleigh-Durham (the "Research Triangle")n8tn-Salem/Greensboro (the
"Piedmont Triad") and Charlotte, North Carolina;sNaille, Tennessee; and Richmond, Virginia. Thehdigods Properties consist of 102
suburban office properties and 98 industrial (idetg 62 service center) properties, contain aneggge of approximately 10.3 million
rentable square feet and are leased to approxynBtEDO tenants. At March 31, 1996, the HighwoordspBrties were 94% leased. The
Company also owns approximately 215 acres of lanéuture development. All of the development lamdoned and available for office and
industrial development, 178 acres of which havigyinfrastructure already in place. The Compamayg lentered into a merger agreement with
Crocker Realty Trust, Inc. pursuant to which Higlnds will acquire Crocker's 58 suburban office prtipe and 12 service center properties
(the "Crocker Properties"), which are located imi#&rkets throughout the Southeastern United SftesMerger"). Assuming
consummation of the Merger, which is expected o the thirdguarter of 1996, Highwoods will own an aggregat@ @ suburban offic
and industrial properties, containing 15.9 millimmtable square feet, thereby becoming one ofattgest full service real estate operating
companies in the Southeast, specializing in theepship, management, acquisition and developmestitofirban office and industrial
properties. The Company believes that the Mergariges Highwoods a unique investment opportunityfdéure growth by allowing the
Company to expand and diversify its operationsraavth-oriented markets throughout the Southeast.

The Company conducts substantially all of its attig through, and all of its properties are hatectly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershiptje Company is the sole general partner of the &jpgyr Partnership and as of May 31,
1996, owned 82% of the partnership interests (thats") in the Operating Partnership and followthg Offering will own approximately
87% of the Units. The remaining Units are ownedifmjted partners (including certain officers andeditors of the Company). Each Unit o
be redeemed by the holder thereof for cash oheaCompany's option, one share (subject to ceadjirstments) of Common Stock. With
each such exchange, the number of Units ownedébZ&mpany and, therefore, the Company's perceirigggest in the Operating
Partnership, will increase.

In addition to owning the Highwoods Properties #reldevelopment land, the Operating Partnership@isvides services associated with
leasing, property management, real estate develupe@nstruction and miscellaneous tenant senfareiss properties as well as for third
parties. The Company conducts its third-party faseldl services through two subsidiaries of the Gipgr&artnership, Highwoods Services,
Inc. and Forsyth Properties Services, Inc. (thevise Companies"), and Forsyth-Carter Brokerage,d.. ("Forsyth-Carter Brokerage"), a
joint venture with Carter Oncor Internation

The Company was incorporated in Maryland in Felyrd®94. Its executive offices are located at 310®ketree Court, Suite 600, Raleigh,
North Carolina 27604, and its telephone numbe®19) 87:-4924. The Company also maintains regional offinebe Piedmont Triad,
Charlotte, Richmond and Nashville.

BUSINESS STRATEGY
Since becoming a public company in June 1994 stifeen Highwoods' strategy to:
(Bullet) Diversify its initial suburban office pddlio to include industrial and service center Edjes;

(Bullet) Expand its geographical presence to sete8poutheastern markets with growth and demograglsicacteristics similar to its existing
markets;

(Bullet) Effectively manage growth through the aisifion of management expertise along with addalqroperties;
(Bullet) Maintain a flexible and conservative cap#tructure; and
(Bullet) Build an efficient, customer service-oried regional organization.

DIVERSIFY PRODUCT TYPE. The Company's strategy b@sn to assemble a portfolio of properties thableniaito offer buildings with a
variety of cost, tenant finish and amenity choittet satisfy the facility needs of a wide rangéesfants seeking commercial space. This
strategy led, in part, to the Company's initial ddmation with Forsyth Properties, Inc. in Februa®g5 (the "Forsyth Transaction"), which
added a diverse mix of industrial and service aente
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properties (as well as additional office propeitiesits existing suburban office portfolio. The@pany sought to diversify its portfolio to
include industrial and service center propertiesabse (i) such properties are less managemensiméetihan most other classes of real estate,
thereby reducing both operating and administraxgenses; (ii) industrial and service center prigegenerally do not require significant
tenant improvement expenditures by the landloliddace tenants to lease space and, with respé@udistrial properties, tenants often make
substantial improvements to the properties, whichaase the likelihood of the tenant renewingeigsé; and (iii) the development cycle for
industrial and service center properties is reddyiwhort, thereby mitigating development periadsi The Company focuses on the
development and acquisition of facilities that nb@yadapted for lease to replacement tenants witlityaneeds different from the prior tene
even where the building was constructed on a loHslit basis for the initial tenant.

The Company seeks to acquire suburban office athbstrial properties at prices below replacement @ offer attractive returns, including
acquisitions of underperforming, high quality assatsituations offering opportunities for the Canpg to improve such assets' operating
performance. The Company will also continue to gega the selective development of suburban ofiie@ industrial projects, primarily in
suburban business parks, and intends to focus itmtoesuit projects and projects where the Complaay identified sufficient demand. In
build-to-suit development, the building is signé#itly pre-leased to one or more tenants prior tsttaction. Furthermore, the Company
believes that through build-to-suit projects, whadten foster strong long-term relationships betwiéee Company and the tenant, the
Company positions itself for future developmentj@cts as the facility needs of the tenant incredbe.Company also believes that its 215
acres of development land should provide it witompetitive advantage in its future developmenviigts. The Company will also
selectively seek opportunities for fee-producingalepment, management and brokerage businesshiithparty owners through the Serv
Companies and Forsyth-Carter Brokerage.

The Company may from time to time acquire propertiem property owners through the exchange ofdinithe Operating Partnership for
the property owner's equity in the acquired prapsriThe Units received by these property ownengldvbe redeemable for cash or, at the
Company's option, shares of Common Stock. In cdaiorewith these transactions, the Company may assoime outstanding indebtedness
associated with the acquired properties. The Cognpalieves that this acquisition method may pethétCompany to acquire properties at
attractive prices from property owners wishing méee into tax deferred transactions. Since the Gomis inception, it has acquired 94
properties, comprising 5.8 million rentable squaet using the foregoing structure.

EXPANSION OF GEOGRAPHIC FOCUS. The Company has kbta@jincrease the size of its portfolio by invegtin markets that, like the
Research Triangle, have strong demographic andetiorcharacteristics. This strategy was also a nreson for the Forsyth Transaction,
which broadened the Company's focus from beyondR#ésearch Triangle to the Piedmont Triad and Ctiarbneas of North Carolina, and
led to the Company acquiring substantial portfoifoRichmond, Virginia and Nashville, Tennesseee Tompany believes that the propet
located in these markets have the potential ovelaihg term to provide investment returns that erlagational averages. Each of the
Company's existing markets has experienced stromgoyment, population and household formation groexter the past five years and is
expected to continue to demonstrate strong growh the next five years.

The Merger is a logical extension of the Compaay(sansion strategy. The Crocker Properties aréddda four of the Company's existing
markets and 11 other Southeastern markets withagigtaracteristics, including favorable employmeaipulation and household formation
growth and favorable suburban office and indussigdply and demand conditions when compared tomataverages. The Merger would
allow the Company to build upon its positions mdtirrent markets and to establish an immediateepe in 11 additional markets located
throughout the Southeast.

MANAGED GROWTH STRATEGY. The Company's strategy bagn to focus its real estate activities in markdiere it believes its
extensive local knowledge gives it a competitiveaadage over other real estate developers andtopekgith less local experience,
particularly with regard to site selection, markdgbrmation and clients. Through the Forsyth Tramtism and its subsequent business
combinations with Ross-Kreckman in July 1995 anthwgiakin & Smith in April 1996, the Company waseld diversify its portfolio and to
expand its geographic focus to include the threpinidorth Carolina markets, as well as RichmondgWiia and Nashville, Tennessee. In
each of these transactions, the Company was abtaitttain its localized approach to real estatediybining with local real estate operators
with many years of development and management exyer in their respective markets. In each of timese markets, the Company has
established local offices containing separate dpeyalivisions staffed by experienced
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local operators. Upon consummation of the Merder,Gompany will add an additional 11 markets witbpgrty-level management in place.
The Company would also continue to employ subsiliptall of Crocker's senior property level manageho are experienced with the real
estate operations of the properties and the leczdlastate market. The Company would also employdbCrocker's regional managers who
will continue to serve the Company in that capadith the addition of these key Crocker employédles,Company believes that upon
consummation of the Merger, approximately 85% opibrtfolio will be managed and leased on a daglap-basis by personnel that have
previously managed, leased or developed the piepdadr which they are or will be responsible. S8ecent Developments -- Pending
Acquisition of Crocker Realty Trust, Inc."

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Gupany is committed to maintaining a flexible andiservative capital
structure that: (i) will allow it to grow throughedelopment and acquisition opportunities, (ii) pd®s the Company access to the capital
markets on favorable terms and (iii) promotes fitearnings growth.

Over the past year, the Company has concentratedlzamcing its financial flexibility by improvindsi capital structure. The Company
completed an equity offering in August 1995 of 41,8B9 shares of Common Stock at a public offeririgepof $24.50 per share, which raised
net proceeds of approximately $110 million. Prosefedm the equity offering were used to pay dowisting indebtedness and repay interim
debt. In March 1996, the Company expanded and ctad/és $80 million secured line of credit to ad®Imillion unsecured line of credit w
NationsBank, First Union National Bank of North Glama and Wachovia Bank of North Carolina. In coctien with the Merger, th

Company has obtained a commitment from NationsEentkFirst Union National Bank of North Carolinaréplace the current line of credit
with a new $250 million unsecured facility. See tRet Developments -- Financing Activities and Lidjty." The Company believes that
these efforts as well as the Offering demonstiaeompany's intention to maintain a flexible andservative capital structure. After giving
effect to the Merger and this Offering, the Compangtal debt to total market capitalization widl Bpproximately 37%.

EFFICIENT, CUSTOMER SERVICE-ORIENTED REGIONAL ORGARATION. The Company provides a complete line ddlrestate
services to its tenants and third parties. The Gompelieves that its in-house development, adiprisiconstruction management, leasing,
brokerage and management services allow it to resfmthe many demands of its existing and potetgimnt base, and enable it to provide
its tenants cost effective services such as boislit construction and space modification, inahgdienant improvements and expansions. In
addition, the breadth of the Company's capabildied resources, particularly its in-house leasimdjthird-party brokerage services, provides
it with market information not generally availataled gives the Company increased access to devehbpaoguisition and management
opportunities. The Company believes that the opwryafficiencies achieved through its fully intetgd organization also provide a
competitive advantage in setting its lease ratespaicing other services.

RECENT DEVELOPMENTS
PENDING ACQUISITION OF CROCKER REALTY TRUST, INC.

GENERAL. On April 29, 1996, the Company entered iah Agreement and Plan of Merger (the "Merger Agrent") with Crocker Realty
Trust, Inc., a Maryland corporation ("Crocker"). Asesult of the Merger, Highwoods will acquiresaburban office properties and 12
service center properties (the "Crocker Propeitiegated in 15 Southeastern markets in FloridatiNGarolina, South Carolina, Tennessee,
Georgia, Virginia and Alabama. The Crocker Propsréncompass 5.7 million rentable square feetairdarch 31, 1996, were 95% leased.
For a description of the properties to be acquimettie Merger, see "Business and Properties --ioeker Properties.”

Through the Merger, the Company will establishlitas one of the largest real estate operating eames in the Southeastern United States,
specializing in the ownership, management, acgaisdand development of suburban office and indalkpioperties. Upon consummation of
the Merger, the Company will have offices in No@arolina's three major markets, the Research TiBatfye Piedmont Triad and Charlotte;
as well as in Richmond, Virginia; Nashville and Mamis, Tennessee; and Tampa and Boca Raton, Flérdawing the Merger, the
Company will own 160 suburban office properties &t@ industrial (including 74 service center) pntigs (the "Properties"), totaling 15.9
million rentable square feet. At March 31, 199& Broperties were 94% leased. The Company belteaeshe Merger provides Highwood
unique investment opportunity for future growthdpwing the Company to expand and diversify itemgpions to growth-oriented markets
throughout the Southeast. Seventeen of the Crdtiagrerties are located in existing Company marleetd,the Company's substantial real
estate experience in these markets should allomfatagement and operational cost savings due twetes of scale. In addition, the
Crocker transaction
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enhances the Company's opportunities to engagegtesaccretive acquisitions and developments @ned the Company's markets due to
inherent cost savings of previously establishedlloeal estate management and infrastructure.

Under the terms of the Merger Agreement, the Compalh acquire all of the outstanding capital stawkCrocker in exchange for a cash
payment of $11.02 per share, subject to certainsaaiients. Based on Crocker's 26,981,087 millioneshaf outstanding capital stock at May
31, 1996, the purchase price will total approxirya$297 million. In addition, the Company will cashit certain existing options and warre
to purchase Crocker common stock for an estimade2l gillion and assume approximately $240 millidrCoocker's currently outstanding
indebtedness, having a weighted average interesof8.6%. In connection with the Merger, the Camphas also entered into a Stock
Purchase Agreement (the "Stock Purchase Agreemeitt)AP CRTI Holdings, L. P. (an affiliate of AdolReal Estate Advisors), AEW
Partners, L.P. (an investment partnership advigetlidirich Eastman Waltch), and Crocker's three eekecutives (Thomas J. Crocker,
Richard S. Ackerman and Robert E. Onisko), whottogreown approximately 83% of Crocker's outstandiognmon stock (collectively, the
"Crocker Selling Stockholders"), which obligatestsistockholders to sell their shares to the Compéamycash price of $11.02, subject to the
same adjustments as required under the Merger Agnele The approximately $247 million purchase patsuch shares is part of the total
approximately $297 million purchase price for dlGvocker's outstanding shares.

As part of the Merger, for a period of one yealdwing the closing, the Company has agreed to peail employees of Crocker who
continue with the Company with cash compensati@heanployee benefits at least equal to what wagistence at the closing date. In
addition, for a period of six years following thiesing, the Company has agreed to provide offieesdirectors of Crocker with
indemnification coverage and liability insurancete same level as existed prior to the Merger.

Under the terms of the Merger Agreement and thek3farchase Agreement, the right of the Compangckar or the Crocker Selling
Stockholders to terminate the respective agreeniegEnerally limited to the following: (i) the fare of Crocker to qualify as a REIT under
Sections 856-860 of the Code;

(i) the failure of Crocker's stockholders to appgrdhe Merger; (iii) the failure to obtain the censto the transaction by certain of Crocker's
lenders; (iv) Crocker's failure to comply with @svenants to continue to operate the business foritble Merger within certain specified
parameters; and (v) the existence of any ordeggont, decree, injunction or ruling of a courtofmpetent jurisdiction restraining,
enjoining or prohibiting consummation of the Merggnder the terms of the Stock Purchase AgreentteniCrocker Selling Stockholders
have agreed and granted irrevocable proxies t€tmepany, to vote in favor of the Merger. As a reseither through the acquisition of the
Crocker Selling Stockholders' stock in Crockertoptigh exercise of the proxy, the Company can adbat Crocker's stockholders will
approve the Merger. Under Maryland law, Crockddsléholders do not have dissenters' rights in cotior with the Merger Agreement and
the consummation of the transactions contemplédteby. Furthermore, the consummation of the Mefggeement and the Stock Purchase
Agreement by the Company is not subject to the@ambrof the Company's stockholders.

Under the terms of the Merger Agreement, Crockdlrdigtribute certain of its assets and liabilitiggich are not being acquired by the
Company, to an entity to be owned by all or a portif Crocker's stockholders (the "Crocker Disttidau Entity"). The distributed assets
comprise (i) approximately 258 acres of undeveldpad near or adjacent to certain of the Crockeperties;

(i) partnership interests in two office propertiesvhich Crocker only holds a partial joint vergunterest; and (iii) rights under certain
existing contracts or letters of intent to purchfieen third parties certain office properties amtleveloped land (collectively, the "Excluded
Assets"). The Excluded Assets have a current batkevof approximately $17.7 million. All costs (lnding any tax liabilities) associated
with the distribution of the Excluded Assets widl borne by the Crocker Distribution Entity. The €ker Distribution Entity will also (i)
assume the liability, if any, relating to certakisting litigation involving one of Crocker's seniofficers or will agree to reimburse the
Company for the costs of insuring in full any siiahility and (ii) enter into a lease agreementw@trocker that obligates it to pay Crocker
a subsidiary of the Operating Partnership, a susild million over a two-year period following thensummation of the Merger.

The Crocker Distribution Entity will also bear cart of Crocker's costs associated with the Merdader the terms of the Merger Agreem:
(i) the Crocker Distribution Entity shall reimbur€eocker for the excess, if any, of the Designdtexhsaction Expenses (as hereinafter
defined) over $9,150,000 and

(i) Crocker shall pay to the Crocker Distributi&ntity 50% of the excess, if any, of $8,600,000rdhe Designated Transaction Expenses.
"Designated Transaction Expenses" shall mean eggénsurred by Crocker in connection with its prega public offering, which was
terminated as a result of the Merger, or in corinaatith the Merger Agreement and the Merger onlyhe
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following categories: (i) fees and expenses ofllegansel; (ii) fees and expenses of accountaiii)sfees and expenses of investment ban
and appraisers; (iv) printing expenses; (v) sevagrayments to employees (including officers); payments to Crocker's three senior
executives in connection with the release of cersédck options held by them; and (vii) amounts, diu@ny, to any solicitation agent in
connection with the exercise of Crocker's outstaggiublic warrants, which will be cashed out by liWigpods upon their exercise at a price
equal to $1.02 per share (the difference betweein ¢éixercise price of $10.00 per share and theO®lder share merger consideration), sul
to adjustment for changes in the purchase pricsipate of Crocker's common stock under the Merggeément.

MANAGEMENT OF CROCKER PROPERTIES. Upon completidrtfee Merger (or if earlier, June 30, 1996), Cratkéhree senior officer
Thomas J. Crocker, Richard S. Ackerman and RoheBnisko, will resign as officers and directorsGrsbcker. In connection with their
resignation, they will receive certain severancegtits, totaling in the aggregate, approximatelyl$sillion, which includes payments relat

to the cashing out of their respective stock oggtiand warrants. As part of the severance agreentbatthree senior officers have agreed not
to compete with the Company within the city limifSBoca Raton, Florida, for periods ranging frommanths (Mr. Onisko) to 18 months
(Messrs. Crocker and Ackerman), except with resggecontracts that Mr. Crocker has to manage cedtiice projects owned by third part
and with respect to a mixed-use retail and officeplex known as Mizner Park, which is owned by Mlrocker. See "Risks Factors -- Risks
Associated with Rapid Growth."

Following the consummation of the Merger, Highwoedk retain the services of several key Crockeptyees who will be responsible for
managing a significant portion of the Crocker Prtips. Thomas F. Cochran will manage the Compdnyéiness in Charlotte, North
Carolina, Greenville, South Carolina, and Atlai@aorgia and will serve as vice president. Mr. Canlserved as senior vice president for
NationsBank from 1987 to 1993 where he was resptnfir development and asset management of 4¥egbrioperties in the Crock
portfolio. In 1993 he joined Patriot American Asbnagement Corporation where he was a seniormpriesident and managed the portfolio.
He became senior vice president with Crocker #ftermerger in 1995 between Crocker Realty Investocs, and Southeastern Realty Corp.,
which owned the 47 properties. Michael E. Harri$ manage the Company's business in the Memphimdssee area, and will serve as vice
president. Mr. Harris joined Crocker in January@ 89connection with Crocker's acquisition of atfmio of properties owned by Towerm:
Corporation. While at Crocker, he managed the Masmggion. From 1981 to 1996, he served as seiterpresident, general counsel and
chief financial officer of Towermarc Corporation e he developed and managed approximately 2.wmdhuare feet of properties. Sco
Peek, Jr. will manage the Company's business iffdngpa, Orlando and Jacksonville, Florida areasndhderve as vice president. Mr. Peek
served as vice president with Towermarc Corpordtiom 1992 to 1996 prior to Crocker's acquisitidrTowermarc's real estate holdings in
January 1996. While with Towermarc, he was resgbm$or the leasing, property management and dpwedmt activities of its Tampa and
Jacksonville regions. After joining Crocker, hechalsimilar role in the Tampa region. Timothy Fllsee will manage the Boca Raton
division. Mr. Vallace has served as an assistarg president at Crocker since 1993. His dutiesidelsset management, leasing,
construction management and marketing for CroclBatsa Raton operations.

SUBSIDIARIES OF CROCKER. Crocker holds the 70 CexcRroperties through two partnerships and thregocations. Forty-six of the
Crocker Properties are held by AP Southeast PatRartners, L.P. (the "Financing Partnership'Dedaware limited partnership that was
formed on November 17, 1993 for the sole purposecqtiiring such properties from NationsBank of HaZarolina, N.A., as trustee for the
NCNB Real Estate Fund. (Se-- Financing Activities and Liquidity" for a desption of the mortgage note that is secured by the 4
properties owned by the Financing Partnership.FARtaine 1l Partners, L.P. is a Delaware limitedtpership formed on October 28, 1993
for the sole purpose of acquiring one of the Cro¢keperties. Neither partnership has employeegtaidactivities are carried out by
Crocker and its subsidiaries. Directly or indirgctCrocker owns 100% of such partnerships. Threpazate subsidiaries hold the remaining
23 Crocker Properties as follows: three are owne@iocker Realty Investors, Inc., a Florida corpiora 15 are owned by CRT Florida
Holdings, Inc., a Florida corporation, and five arvened by CRT Tennessee Holdings Corp., a Tennessperation.

Crocker conducts its property management busimesadgh Crocker Realty Management, Inc. (the "Managy@ Subsidiary"), a real estate
operating company specializing in development, tonson management, property management and lgasioffice buildings and mixed-
use properties. In addition to the Crocker Propertihe Management Subsidiary currently managesxippately 2.2 million square feet of
commercial property, 70% of which space (represgrid% of Crocker's third-party revenue) is ownechanaged by Thomas J. Crocker or
Richard S. Ackerman and which is not expected tmbeaged by the Company after the Merger.
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TRANSACTION STRUCTURE. Under the terms of the Merggreement, Cedar Acquisition Corporation ("Ceglaa"newly formed
subsidiary of Highwoods, will merge into CrocketlvHighwoods becoming the sole shareholder of Gzndkighwoods intends to
contribute the shares of common stock of CrockehéoOperating Partnership in exchange for Unitsa&esult, Crocker would become a
subsidiary of the Operating Partnership. ExceptHerFederal and state income taxes that mightipalppe upon the distribution of the
Excluded Assets, which taxes are to be paid byCtloeker Distribution Entity, the Merger has beenaured to defer any tax recognition to
Crocker at the corporate or subsidiary level. Tooatplish this, the Company intends to maintain €eo's separate status as an operating
REIT. To maintain Crocker's REIT status, the Conypiatends to cause Crocker to sell a sufficient ami@f common stock to at least 110
individuals to enable Crocker to meet the tesgimlification of a REIT under Section 856(a)(5)tlvé Code. The aggregate amount of
common stock to be issued to such minority stoakdrsl is not expected to exceed 1.0% of the eqfi§racker. The Merger will be
accounted for by the Company under the purchaskadetf accounting in accordance with Accounting&iples Board Opinion No. 16,
"Business Combinations," as amended. Under thifodedf accounting, the purchase price will be @ted to assets acquired and liabilities
assumed based on their estimated fair value aldiseng date of the Merger.

FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER. ThEerger is a taxable purchase of 100% of the oudétarnstock of
Crocker which will be taxable to the selling stoolders of Crocker but, except as described beldative to the Excluded Assets, will not be
taxable at the Crocker corporate or subsidiarylléMee Company's tax basis in its Crocker stock el equal to the total cash it pays in the
Merger for the Crocker stock, stock options andrars. No gain or loss will result to the Comparonf the Merger. Crocker, however, may
have corporate level taxable income and incoméigaiity due to the transfer of the Excluded Asstt the Crocker Distribution Entity or t
transfer of the ownership interests in the Crodstribution Entity to some or all of the Crockéoskholders. Any tax liabilities arising from
the transactions related to the Excluded Assetiseo€rocker Distribution Entity will be borne byetiCrocker Distribution Entity. Following
the Merger, the Company will transfer all of thect of Crocker to the Operating Partnership in exde for Units and the settlement of
certain intercompany indebtedness that was ustdaoce the Merger. This transaction will be a asable transfer of property to a
partnership in exchange for ownership interesthépartnership. The Company's tax basis in théslgoi acquired will be equal to its tax
basis in the Crocker stock transferred to the QpeydPartnership, and no gain or loss will be madiby Crocker, the Company or the
Operating Partnership as a result of this transacti

The Company expects Crocker at all times to mairitaistatus as a REIT. As discussed in "Transa@&ioucture” above, Crocker or the
Company will sell shares of Crocker common stocittividuals sufficient for Crocker to meet the REualification requirement of 100
stockholders. Crocker and the Company also inteatdGrocker will continue to be organized and oetao as to maintain its qualification
as a REIT. Since the ownership of Crocker stockeyOperating Partnership is considered to be wheetship of a real estate asset for
purposes of the REIT qualification tests and silis&ributions received from a REIT are income ined in both the 95% and 75% income
tests of Code Sections 856(c)(2) and (3), the Caorylpaualification as a REIT should not be affedigdhe acquisition and ownership of
Crocker. If, however, Crocker fails to qualify aRBIT for any reason while its shares are ownethbyCompany or the Operating
Partnership, the Company will no longer qualifygaREIT and the Company would be taxed as if it véeed®mestic corporation and its
stockholders would be taxed in the same manneoaklwlders of ordinary corporations. In that eyéim Company could be subject to
potentially significant tax liabilities and, theoe&, the amount of cash available for distributioits stockholders would be substantially
reduced or eliminated. See "Risk Factors -- Riskafure of Crocker to Qualify as a REIT."

The Company believes, and Crocker has represehed;ommencing with Crocker's taxable year endecehber 31, 1995, Crocker has
operated in such a manner so as to meet the Cqdeements for qualification as a REIT. Crockensiication as a REIT is a condition to
the Company's obligation to consummate the Merger.

EAKIN & SMITH TRANSACTION

On April 1, 1996, the Company completed a mergéh ®akin & Smith and its affiliates ("Eakin & Smi)hcombining their property
portfolios, management teams and business opesafitmough the combination, the Company succeemdtttownership of seven suburban
office buildings totaling 848,000 square feet, & 000-square-foot suburban office development ptpji8 acres of development land and
Eakin & Smith's brokerage and property managempetations. All the properties and development laredlocated in Nashville, Tennessee.
At March 31, 1996, the properties acquired in thedaction were 97% leased.
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The aggregate cost to the Company of the Eakin &Shransaction, assuming the completion of therioeess development project, was
approximately $98.5 million payable through theiasce of 537,138 limited partnership units of theefating Partnership and 489,421 sh
of Common Stock, the assumption of $37 millionrafébtedness (with a weighted average fixed ra8e086), and cash payments of
approximately $33 million. The cost excludes defdrmpayments of up to 54,056 shares of Common Stdukh are attributable to Eakin &
Smith's brokerage and property management operaitotal payment of 13,514 shares of Common Steikbe made to the three
principals of Eakin & Smith, Inc. for each of thesf four 12-month periods following the combinatim which third-party service revenue
attributable to the Eakin & Smith brokerage andpgrty management operations exceeds $2,000,000.

As part of the Eakin & Smith Transaction, the thpeicipals of Eakin & Smith, Inc. received optiaimspurchase 105,000 shares of common
stock at $27.50 per share. Such options vest indqual annual installments beginning with the secanniversary of the date of grant. Such
principals also received warrants to purchase T&0shares of Common Stock for $28.00 per sharaddition, John W. Eakin and Thomas
S. Smith were added to the Company's Board of BirecThe third principal, W. Brian Reames, has atsnained with the Company.

DEVELOPMENT ACTIVITY

The following table summarizes the three develogrpesiects placed in service by the Company duti®g6:

RENTABLE INITIAL
PROPERTY PROPERTY TYPE LOCATION SQUARE FEET COST
Hewlett Packard  Office Piedmont Tria d 15,000 $ 1,000,000
Global Software  Office Research Tria ngle 92,700 7,500,000
Regency One Industrial Piedmont Tria d 127,600 3,500,000
Total 235,300 $12,000,000

The Company has eight suburban office propertiesome industrial property under development totgali81,000 square feet of space. The
following table summarizes these projects:

ESTI MATED

RENTABLE ESTIMATED PERCENT COMP LETION
OFFICE PROPERTIES LOCATION SQUARE FEET COST PRELEASED D ATE
MSA Research Triangle 57,000 $ 6,200,000 100% 4 Q96
Healthsource Research Triangle 180,000 14,400,000 100 4 Q96
One Shockoe Plaza Richmond 118,000 15,000,000 100 4 Q96
Highwoods One Richmond 126,000 12,500,000 0 4 Q96
Situs One Research Triangle 58,000 5,100,000 58 4 Q96
Maryland Way Nashville 103,000 11,500,000 50 4 Q96
Inacom Piedmont Triad 13,000 900,000 100 4 Q96
North Park Research Triangle 40,000 4,000,000 40 1 Q97
Total or Weighted Average 695,000 $69,600,000 67%
INDUSTRIAL PROPERTY
Regency Two Piedmont Triad 96,000 $ 2,800,000 39% 4 Q96
Total or Weighted Average 791,000 $72,400,000 66%
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Following the Merger, the Company will continue €ker's development of an approximately 81,000-sgt@ot office building in Center
Point Office Park in Columbia, South Carolina. Gcexcowns the other office building in the park, athbuilding was 100% leased at March
31, 1996. The total cost of the project is expettelse approximately $7.6 million, including therpliase of the land. Pursuant to a contract
entered into with the contractor, the constructiosts are fixed. The building is expected to bemletad in the fourth quarter of 1996 and is
approximately 50% pre-leased.

OTHER PENDING ACQUISITIONS

The Company has entered into agreements to adsdrsuburban office properties: one in RichmondgViia and the other in Nashville,
Tennessee. The properties encompass 155,000 $gatie the aggregate and will be acquired ata tmist of $15.3 million. The purchase
price will be funded through a $10.4 million castyment and the assumption of a $4.9 million, 8. F&f%-recourse mortgage loan.
Additionally, the Company has entered into a letfentent to acquire two suburban office propertietaling 224,000 square feet and three
acres of land in Nashville and Charlotte in excleafug 305,438 Units and $5.7 million in cash.

FINANCING ACTIVITIES AND LIQUIDITY
Set forth below is a summary description of the @any's recent financing activities:

CREDIT FACILITY. In March 1996, the Company closed a $140 million unsecured credit facility (theré@it Facility"), which replaced :
$80 million secured facility. The Credit Facility with NationsBank, First Union National Bank oftoCarolina and Wachovia Bank of
North Carolina and requires monthly payment ofrieéeand matures on September 30, 1999. The imitelest rate on the Credit Facility
LIBOR plus 150 basis points. The interest rate adljust based on the Company's senior unsecurdi @#ng within a range of LIBOR plus
100 basis points to LIBOR plus 175 basis point® fidplacement of the secured facility with the @rEdcility enhanced the Company's
financial flexibility by releasing the liens on Pdoperties with a book value of approximately $2#6ion.

FINANCING OF THE EAKIN & SMITH TRANSACTION. The Company financed the Eakin & Smith Transaction throtlghissuance of
537,138 Units of the Operating Partnership and4®BBshares of Common Stock, the assumption of $&#llidn of mortgage indebtedness
and a $26.6 million draw on the Credit Facility.€Timortgage indebtedness assumed has an averagjedigeof approximately 8% and an
average remaining life of approximately six ye@gproximately $5.5 million of the mortgage indehteds is fixed at a rate of 7.7% to the
maturity date of the underlying debt through the akan interest rate swap. Further, the Compatered into a five-year, $7.0 million
interest rate swap agreement that commences imdah897 and effectively fixes $7.0 million of tB®@mpany's variable rate debt at 8.0%.

FINANCING OF THE PENDING MERGER. In connection withe Merger, the Company obtained a commitment fikationsBank and
First Union National Bank of North Carolina for 23p million revolving line of credit (the "RevolgnLoan"). The Revolving Loan will
replace the Credit Facility and will be used togethith the proceeds from the Offering to fund kherger.

The Revolving Loan will be unsecured for the fingte months and will bear interest at a rate of@Bplus 150 basis points. After the initial
nine-month period, the Revolving Loan will eitheneert to a secured loan with a maturity date tearg from its closing date or to an
unsecured loan maturing on July 31, 1999. The Ré@wplLoan will remain unsecured if the Company gates at least $300 million of net
proceeds from equity offerings (including the pred® from this Offering) during the initial nine-ntbrperiod and meets the following
financial covenants:
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(i) adjusted net operating income divided by tditdiilities of not less than 16.5%; (ii) total lidibes not greater than 45% of market
capitalization;

(iii) tangible net worth of not less than $700 iwil, which amount shall be increased by not leaa 856% of the net proceeds of any future
offerings of the Company's capital stock (includthig Offering); (iv) a ratio of total liabilitieto total assets at cost of no more than .50 tc

(v) a ratio of earnings before interest, income tlepreciation and amortization to interest expghse capital expenditures of not less than
2.51t0 1.0; (vi) a ratio of unencumbered assetsi8ecured debt of not less than 2.25 to 1.0; &igtio of secured debt to total assets of not
more than .30 to 1.0; (viii) a ratio of adjusted aperating income as derived from unencumbereets$s interest expense paid on unsecured
debt of not less than 2.25 to 1.0; and (ix) a rafiadjusted net operating income derived from gnerbered assets to unsecured debt of not
less than .18 to 1.0.

If the Revolving Loan remains unsecured after tgal nine-month period, it would have an interesge that ranged from LIBOR plus 100
basis points to LIBOR plus 175 basis points basethe Company's senior unsecured credit ratinpelfoan converts to a secured facility,
the Company will be required to pledge assetsast lequal in value to 60% of the outstanding amotitite Revolving Loan and the interest
rate will equal LIBOR plus 175 basis points.

Also in connection with the Merger, the Companyl wiisume approximately $239.5 million of indebtestnat an average rate of 8.57%. This
indebtedness includes: (i) a $140 million mortgagte (the "Mortgage Note") with a fixed rate of % %ii) variable rate mortgage loans in the
aggregate amount of $69.4 million with a weightedrage interest rate of 9.4% at March 31, 1996 and

(iii) fixed rate mortgage loans in the amount o0#3million with a weighted average interest rét8.8%.

The Mortgage Note is a conventional, monthly pagt mortgage note in the principal amount of $idilion issued by the Financing
Partnership. The Mortgage Note is a limited recewsligation of the Financing Partnership as tocihin the event of a default under the
Indenture or the Mortgage, recourse may be had agdynst the specific 46 Properties (the "Mortgilgée Properties") and other assets that
have been pledged as security therefor. The Moetdhamie was issued to Kidder Peabody Acceptancedtatipn | pursuant to an Indenture,
dated March 1, 1994 (the "Indenture"), among tmakt¢ing Partnership, Bankers Trust Company of @Qali&, N.A., and Bankers Trust
Company.

The Mortgage Note bears interest on its outstangingipal balance at the rate of 7.88% per anrauhject to increase in the event of a
default in the payment of any amount due, and reatan January 3, 2001. The Mortgage Note provigiescheduled monthly payments of
interest only, which are due on the first busirgsg of each calendar month.

The Mortgage Note is secured by a blanket, firsttgame lien on the Mortgage Note Properties (thertlyage™). The Mortgage Note is
further secured by (i) a first priority assignmengll present and future leases encumbering pwstid those Properties, (ii) a security interest
in any personal property owned by Financing Pastriprand (iii) a collateral assignment of the righite and interest of the Financing
Partnership in and rights to all management agraeswelating to those Properties. As an additieealrity for the Mortgage Note, the
Financing Partnership maintains with the BankerssTCompany various "sweep accounts," a centsdl callateral account (the "Cash
Collateral Account") and a contingency reserve ant@he "Contingency Reserve Account"). All rewith respect to the Mortgage Note
Properties are made payable to, and depositedlgiirecthe sweep accounts, which are then transfieto the Cash Collateral Account, and
all other property income and capital event proses@ deposited into the Cash Collateral Accoumtnptly upon receipt thereof. Cash of at
least $7 million (the "Contingency Reserve") is ntained in the Contingency Reserve Account.

The Indenture provides for a lockout period whicbhbits optional redemption payments in respegirafcipal of the Mortgage Note (other
than the premium-free redemption payment desctiedalv) prior to November 22, 1998. Thereafter, Fh@ancing Partnership may make
optional redemption payments in respect of prirlaipéhe Mortgage Note on any distribution datehjsat to the payment of a yield
maintenance charge in connection with such paymeate prior to August 1, 2000. Notwithstandingfitregoing, the Financing Partners|
may be required to make payments in respect gbtineipal of the Mortgage Note in certain limiteidcomstances and the Financing
Partnership has a one-time right, exercisable yatiare during the term of the Mortgage Note, to méke premium-free redemption payment
in a principal amount not to exceed $7 million,heiit any applicable yield maintenance charges.
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Covenants in the Indenture restrict the Financiagriership from, among other things, engaging intarsiness or activity other than that in
connection with or relating to the ownership andragtion of the Mortgage Note Properties, incurritrgating or assuming any indebtedness
or encumbrance other than the Mortgage Note atdhaswise expressly permitted under the Indenturéguidating or dissolving or enteri
into any consolidation or merger. The Indenture atstricts the Financing Partnership's right tmteate any of its leases, and requires the
Financing Partnership to maintain or cause thentsrta maintain specified insurance coverage, diorental loss insurance covering
annual gross rentals net of noncontinuing expefuses period of not less than two years.

Under the terms of the purchase agreement reltdittte Mortgage Note Properties, the Financingrieaship may be obligated to pay
NationsBank a deferred contingent purchase pribes dontingent payment, which will in no event ee@&4.4 million, is due on April :

1998 if the actual four-year cumulative cash fldvgach Properties exceeds the projected four-yemutative cash flow. Based on Crocker's
estimates of future operations, the Company dotbel®ve that any deferred contingent purchaseepsill be payable.

The Company is currently considering various atiéiues related to the $99.5 million of indebtedrtesse assumed in the Merger other than
the Mortgage Note. The Company may repay this iteditess with the proceeds from the issuance adresénior unsecured debt or
conventional mortgage debt. To limit its exposuréntreasing interest rates, the Company has ehiet@ a forward-starting $75 million
interest rate swap agreement that commences orr8eet 15, 1996. The interest rate swap maturegepte®ber 15, 2003 and will limit the
Company's exposure to increases in interest ratestloer $75 million of LIBOR based floating raterlowings or $75 million of fixed rate
debt issued in the future. Upon commencement oifntieeest rate swap, the Company will pay the cewparty a fixed rate of 7.02% while t
counterparty will pay the Company an amount equ&(-day LIBOR.

PRO FORMA CAPITALIZATION. Assuming completion oféhOffering and the Merger, the Company's pro fodelat as of March 31, 19
would have totaled $550.3 million and would haveresented 37% of total market capitalization (based stock price of $27 3/8). The
Company's pro forma interest coverage ratio (ddfameincome before minority interest plus deprémieand amortization and interest
expense divided by contractual interest expensghéoquarter ended March 31, 1996 would have equal36x.

ORGANIZATIONAL CHANGES

On May 20, 1996 the Company announced certain @sategits organizational structure, which will alithe Company to utilize its existing
senior management for overall leadership whilenglddvantage of certain members of Crocker's manageto integrate Crocker into the
Highwoods organization. These changes will proyid®perty and market specific experience to the éoetbportfolio. The Company
believes that upon the completion of the Mergepraximately 85% of its portfolio will be manageddaleased on a day-to-day basis by
personnel that have previously managed, leasedvalaped the properties for which they are resjbasi

In connection with the organizational changes, Ml T. Wilson, 11l was appointed to the newly cezhposition of executive vice president
and chief operating officer. Mr. Wilson will assumesponsibility for all aspects of the Companyissional operations and the Company's
acquisition group. Prior to this appointment, heved as executive vice president and was resp@nfiblthe operations of the Forsyth
division, which included the operations of the i@t Triad and Charlotte area properties. JohndecR Il will assume Mr. Wilson's
responsibilities with respect to the Piedmont Tidagia properties and will serve the Company asaptiesident. Mr. Reece was previously
responsible for the leasing, marketing and devetpractivities of the Forsyth division. In additjialohn W. Eakin has been appointed as
senior vice president and will be responsible feerations in Tennessee (Nashville and Memphis)ha#iza and Florida (Tampa, Boca Raton,
Orlando and Jacksonville). Since joining the ConyparApril 1996 in connection with the Eakin & SimiTransaction, Mr. Eakin has been
reponsible for the Company's Nashville operations.

Upon completion of the Merger, Messrs. CochranridaPeek and Vallace will join the Company frono€ker as vice presidents with
specific regional responsibility. See " -- Pendikagjuisition of Crocker Realty Trust, Inc."

USE OF PROCEEDS

The net proceeds to the Company from the sale ofr@@n Stock offered hereby (the "Offering") are estpd to be approximately $258.4
million (approximately $297.2 million if the Underiters' over-allotment option is exercised in fudssuming an offering price of $27 3/8
(the closing price of the Common Stock on the NYBEune 17, 1996).
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The Company intends to use the net cash procedts @ffering to fund a portion of the purchase@mf all of the outstanding shares of
Crocker, the balance of which is expected to beédnwith borrowings under the Revolving Loan.

Pending such uses, the net proceeds may be inviasthdrt-term income producing investments sucboasmercial paper, government
securities or money market funds that invest inegoment securities.

PRICE RANGE OF COMMON STOCK AND DISTRIBUTION HISTOR Y

The Common Stock has been traded on the NYSE uhdeymbol "HIW" since its initial public offerinig June 1994. The following table
sets forth the high and low closing sales pricesspare reported on the NYSE for the periods irtdit@nd the distributions paid per share for
each such period.

CLOSING PRICE

PER SHARE
PERIOD OR QUARTER H LOW
June 7, 1994 through June 30, 1994................. 112 $ 197/8
July 1, 1994 through September 30, 199%4............ 21 20
October 1, 1994 through December 31, 1994.......... 15/8 18 3/4
January 1, 1995 through March 31, 1995............. 22 20

51/2 211/4
67/8 23718
83/8 251/2
01/2 27 3/4
01/4 27 3/8

April 1, 1995 through June 30, 1995................

July 1, 1995 through September 30, 1995............
October 1, 1995 through December 31, 1995..........
January 1, 1996 through March 31, 1996.............
April 1, 1996 through June 17, 1996................

UTIONS

PERIOD OR QUARTER HARE
June 7, 1994 through June 30, 1994................. 75(1)
July 1, 1994 through September 30, 1994............ 25
October 1, 1994 through December 31, 199%4.......... 25
January 1, 1995 through March 31, 1995............. 25
April 1, 1995 through June 30, 1995................ 50
July 1, 1995 through September 30, 1995............ 50
October 1, 1995 through December 31, 1995.......... 50
January 1, 1996 through March 31, 1996............. 50
April 1, 1996 through June 17, 1996................ 2)

(1) No distribution was paid during this period.eTaccrued distribution of $.075 per share was paidlovember 16, 1994 at the time the
Company paid its initial distribution for the pedifrom inception to September 30, 1994.

(2) On June 3, 1996, the Company's Board of Dirsadeclared a quarterly distribution of $.48 peareh($1.92 on an annualized basis)
payable on August 21, 1996, to stockholders ofneeom August 9, 1996.

On June 17, 1996, the last reported sale priceeo€ommon Stock on the NYSE was $27 3/8 per skaarday 31, 1996, the Company had
521 stockholders of record.

The Company intends to continue to declare quartéskributions on its Common Stock. However, nsusances can be given as to the
amounts of future distributions as such distribngiare subject to the Company's cash flow fromatjmars, earnings, financial condition,
capital requirements and such other factors aBtiaed of Directors deems relevant. The Companydieéasrmined that 100% of the per share
distribution for 1994 and 93% of the per shareritigtion for 1995 represented ordinary income ®dtockholders for income tax purposes.
No assurance can be given that such percentagaatitihange in future yeal

The Company has adopted a program for the reineegtof distributions under which holders of Comn&inck may elect automatically to
reinvest distributions in additional Common Stothe Company may, from time to time, repurchase ComBtock in the open market for
purposes of fulfilling its obligations under thistlibution reinvestment program or may elect suesadditional Common Stock.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of March 31, 1996 and on a prmédbasis assuming (i) the issuance of
10,000,000 shares of Common Stock offered heretittananticipated use of the net proceeds thesedéscribed under "Use of Proceeds"
and (ii) the Eakin & Smith Transaction and the Merjad occurred as of March 31, 1996. The inforomagiet forth in the table should be r

in conjunction with the financial statements anel iotes thereto incorporated herein by referendalapro forma financial information and
the notes thereto included elsewhere in this Priapesupplement and the consolidated financiad¢istants and notes thereto incorporated by
reference into the accompanying Prospectus.

MARCH 31, 1996
HISTORICAL PRO FORMA
(DOLLARS IN THOUSANDS)
Debt:
Mortgages and notes payable......................
Credit Facility.........ccooeveriiiiiieee
Minority interest in Operating Partnership.........
Shareholders' Equity:
Common Stock, $.01 par value; 100,000,000 authori
issued and outstanding (1).........c..c.......
Additional paid-in capital..............cccc.....
Distributions in excess of net earnings..........
Total shareholders' equity....................
Total capitalization..............cccceeunene

$175,218 $ 451,747
21,500 98,564
73,440 88,212

194 299
355248 627,022
(2,933)  (2,933)
352,509 624,388

$622,667 $1,262,911

(1) Excludes (a) 3,732,452 (historical) and 4,260,fpro forma) shares of Common Stock that maysbaed upon redemption of Units
(which are redeemable by the holder for cash dheaCompany's option, shares of Common Stock ameafor-one basis) issued in
connection with the formation of the Company anldssguent property acquisitions, (b) 890,500 shafr€ mmon Stock reserved for
issuance upon exercise of options granted puréodahe Amended and Restated 1994 Stock Option Rta@50,000 shares of Common
Stock that may be issued upon the exercise of wisrgranted to certain officers in connection vei#intain property acquisitions, (d) 40,000
shares of Common Stock that may be issued upomigtéten of Units that may be issued in connectiothwertain property acquisitions and
(e) 54,056 shares of Common Stock that may bedsisueonnection with the Eakin & Smith Transaction.

SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Company on a mnorfa basis for the year ended December
31, 1995 and as of and for the three months endadivB1, 1996. The following table also sets feglected financial and operating
information on an historical basis for the Compéythe period from June 14, 1994 (commencemenpefations) to December 31, 1994,
for the year ended December 31, 1995 and for tfee tthonths ended March 31, 1996 and 1995. Theafmitpinformation should be read in
conjunction with the financial statements and nditeseto incorporated by reference herein and tbéggma financial statements and notes
thereto included and incorporated by referenceihere

The pro forma operating data for the year endeeBber 31, 1995 assumes that the Forsyth Transati®iResearch Commons Acquisiti
the Other Acquisitions, the Second Offering, th&d ffering, the Eakin & Smith Transaction, the tder and this Offering all occurred as
of January 1, 1995. The pro forma balance sheet B&rch 31, 1996 assumes that this Offering, thkifc& Smith Transaction and the
Merger all occurred on March 31, 1996. The pro fawwperating data for the three months ended Match @6 assumes that this Offering,
the Eakin & Smith Transaction and the Merger ocias of January 1, 1995.

The pro forma information is based upon certaiaggions that are included in the notes to thefpnma financial statements incorporated
by reference herein and the pro forma financiakstents included elsewhere in this Prospectus Sopgit. The pro forma financial
information is unaudited and is not necessarilydative of what the
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financial position and results of operations of @@mpany would have been as of and for the peiiatisated, nor does it purport to repres
the future financial position and results of opierad for future periods.

HISTORICAL
PRO FORMA PRO FORMA JUNE 14,
THREE MONTHS END ED THREE MONTHS ENDED YEAR ENDED  YEA R ENDED 1994 TO
MARCH 31, MARCH 31, DECEMBER 31, DECE MBER 31, DECEMBER 31,
1996 1996 1995 1995 1995 1994
OPERATING DATA:
Total revenue................. $ 45,850 $23,757 $12,846 $172,142 $ 73,522 $ 19,442
Rental property operating
EeXPENSES.......cccuevnuians 13,437(1 ) 6,154(2) 3,053(2) 46,225(1) 17,049(2) 5,110(2)
General and administrative.... 1,284 934 523 4,218 2,737 810
Interest expense.............. 11,660 3,951 2,470 47,806 13,720 3,220
Depreciation and
amortization................ 6,755 3,716 1,921 26,587 11,082 2,607
Income (loss) before minority
interest..........ccooeeue 12,714 9,002 4,879 47,306 28,934 7,695
Minority interest (1,589) (1,571) (800) (5,913) (4,937) (808)

Income before extraordinary
teM..vcce 11,125 7,431 4,079 41,393 23,997 6,887

Extraordinary item-loss on
early extinguishment of

- - (875) - (875) (1,273)
$ 11,125 $ 7,431 $ 3,204 $41,393 $ 23,122 $ 5,614
Net income per common share... $ .37 $ 038 $ 029 $ 1.38 $ 1.49 $ .63
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of
accumulated depreciation.... $1,225,525 $602,276 $429,556 $ - $5 93,066 $207,976
Total assets..........c...... 1,288,157 632,644 455,909 -- 6 21,134 224,777
Total mortgages and notes
payable..........ccoceenee 550,311 196,718 140,698 -- 1 82,736 66,864
OTHER DATA:
Number of in-service
properties.................. 268 191 108 -- 191 44
Total rentable square feet.... 15,727,000 9,211,000 6,914,000 -- 9,2 15,171 2,746,219

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andtemaince, property management, security,
utilities, leasing, development, and constructinpenses.

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@maince, property management, security
and utilities.
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BUSINESS AND PROPERTIES
GENERAL

The Company owns 102 suburban office propertiesS&8niddustrial properties (the "Highwoods Propetfiewhich are located in the
Research Triangle, the Piedmont Triad and Charlbiiteth Carolina; Nashville, Tennessee; and Richansfirginia. The Company's office
properties are mid-rise and single-story suburlficeobuildings. Its industrial properties inclu86 warehouse and bulk distribution facilities
and 62 service center properties. The Companyicsecenter properties are generally at least 5fitedinish and are suitable for office,
retail, light industrial and warehouse uses. Onedhed and eighty-three of the Highwoods Propegiesn 31 business parks, 12 of which
were developed by the Company. In the aggregateCtimpany developed 88 of the Highwoods PropeiTies.Company provides
management and leasing services for 191 of itgp26Perties. See " -- The Highwoods Properties."”

Upon consummation of the Merger, the Company wilh@n additional 58 suburban office properties &Rdervice center properties (the
"Crocker Properties"). The Crocker Properties aré5 markets in Florida, North Carolina, South Qiaeg Tennessee, Georgia, Virginia and
Alabama, including four markets in which the Compaiwns properties (Charlotte, the Research Triaagtéthe Piedmont Triad, North
Carolina and Nashville, Tennessee). Sixty-thremefCrocker Properties are located in businesssp&ee " -- The Crocker Properties."

The following table sets forth certain informatiainout the Highwoods Properties and Crocker Prage(tollectively, the "Properties”) at
March 31, 1996.

Highwoods Properties...........cccccecvveerninnen.
Crocker Properties

Highwoods Properties
Crocker Properties...................
Weighted average

Highwoods Properties...........cccccccvveerninnen.
Crocker Properties.......ccccccvveeennes
Weighted Average (5)

ANNUALIZED RENT
OFFICE INDUS
PROPERTIES PROPERT

......................... $ 86,585,628 $ 16,
......................... 58,467,277 8,
......................... $145,052,905 $ 24,

RENTABLE S
OFFICE INDUS
PROPERTIES PROPERT

......................... 6,389,737 3,
......................... 4,449,739 1,
......................... 10,839,476 4,

PERCENT L
INDUSTR
OFFICE  PROPERT
PROPERTIES )
95%(3) 91
95(5) 93
950 92

WEIGHTED AVERAGE
INDUSTR
OFFICE  PROPERT
PROPERTIES )

10.4 9.2
8.9 11.2
9.8 9.7

AL REVENUE (1)
TRIAL

IES(2) TOTAL
053,429 $102,639,057
910,366 67,386,643
972,795 $170,025,700

QUARE FEET
TRIAL

IES(2) TOTAL
674,951 10,064,688
212,084 5,661,823
887,035 15,726,511

EASED

IAL

IES  WEIGHTED
AVERAGE

%(4) 94%

(6) 95

% 94%

AGE (YEARS)(7)

IAL
IES  WEIGHTED
AVERAGE
(®) 10.2
9.2
9.8

(1) Annualized Rental Revenue is March 1996 remtaénue (base rent plus operating expense pasgttspmultiplied by 12.
(2) Includes 74 service center properties, 12 dttvlre Crocker Properties.
(3) Includes 23 single-tenant properties compridirigmillion rentable square feet and 61,000 rdatafuare feet leased but not occupied.
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(4) Includes 17 single-tenant properties compridirtgmillion rentable square feet and 27,000 rdatafuare feet based but not occupied.
(5) Includes 13 single-tenant properties comprig,000 rentable square feet and 68,000 rentghkers feet leased but not occupied.
(6) Includes three single-tenant properties conmi258,000 rentable square feet and 14,000 sdeetéeased but not occupied.

(7) Weighted according to Annualized Rental Revenue

(8) Excludes Ivy Distribution Center. Ivy is a 4000-rentable square foot warehouse, which was raristl in stages. A portion of the
building was built in 1930; major expansions tod&kge in the mid-1940s, mid-1950s and 1981. In 1889 ¢entire property was renovated to
convert it from a manufacturing facility to a waceise.

PROPERTY LOCATIONS

Upon consummation of the Merger, the Company wilh@roperties in 16 markets located in the SoutieeadJnited States (the "Company
Markets"). The following table sets forth certamfiarmation about the Properties in each of the CamggMarkets at March 31, 1996.

PERCENT OF

OFFICE INDUST RIAL TOTAL TOTAL RENTABLE TOTAL RENTABLE ANNUALIZED

PROPERTIES PROPER TIES PROPERTIES SQUARE FEET SQUARE FEET RENTAL REVENUE
Research Triangle, NC......... 61 4 65 4,078,229 25.9% $ 53,994,987
Piedmont Triad, NC............ 23 7 8 101 4,296,563 27.3 27,684,440
Nashville, TN....... 7 3 10 1,192,511 7.6 15,095,578
Tampa, FL........ 20 - - 20 1,155,483 7.4 14,170,231
Charlotte, NC... 12 1 6 28 1,253,847 8.0 13,088,036
Boca Raton, FL... 3 - - 3 506,834 3.2 9,682,756
Greenville, SC..... . 5 2 7 687,150 4.4 7,501,621
Memphis, TN.... 5 - - 5 382,131 2.4 7,232,995
Richmond, VA.. 10 1 11 481,908 3.1 5,284,603
Atlanta, GA.........cocuee.. 2 3 5 706,745 4.5 4,948,214
Columbia, SC.................. 5 - - 5 318,713 2.0 4,011,072
Orlando, FL......... 2 - - 2 200,796 1.3 2,011,534
Birmingham, AL................ 1 - - 1 111,905 0.7 1,632,892
Norfolk, VA.......... 1 1 2 179,006 1.1 1,481,603
Jacksonville, FL.............. 1 - - 1 50,513 0.3 1,104,854
Asheville, NC... 1 1 2 124,177 0.8 1,100,284

Total....coovevveneee. 159 10 9 268 15,726,511 100.0% $170,025,700
PERCENT OF TOTAL
ANNUALIZED

RENTAL REVENUE
Research Triangle, NC......... 31.8%
Piedmont Triad, NC............ 16.3
Nashville, TN............... 8.9
Tampa, FL.....ccocoveernns 8.3
Charlotte, NC... 7.7
Boca Raton, FL... 5.7
Greenville, SC..... . 4.4
Memphis, TN.... 4.2
Richmond, VA.. 3.1
Atlanta, GA....... 2.9
Columbia, SC........ccvuveeee 2.4
Orlando, FL.........cccceee.. 1.2
Birmingham, AL................ 1.0
Norfolk, VA.......... 0.9
Jacksonville, FL.............. 0.6
Asheville, NC... 0.6

Total....cooeeeeenennn. 100.0%
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TENANTS

The Properties are leased to approximately 170intsnwhich engage in a wide variety of businessg#ading computers, healthcare,
telecommunications, finance, insurance and elesoihe following table sets forth information cenning the 20 largest tenants of the
Properties as of March 31, 1996:

PERCENT OF TOTAL
NUMBER ANNUAL IZED ANNUALIZED
TENANT PORTFOLIO (1) OF LEASES RENTAL REV ENUE (2) RENTAL REVENUE (2)
1. Federal Government
Environmental Protection Agency.......c...... . ... H 4 $ 4,48 2,619 2.6%
U.S. Army and Marine COrps.....c.ccceeeeeeeee e H 2 24 3,473 0.1
National Institute of Health Sciences........ ... H 1 16 5,394 0.1
........ H 2 7 7,427 0.1
9 $ 4,96 8,913 2.9%
2. IBM Corporation.......cccceceeeevvenvveeneee H,C 6 4,45 9,722 2.6
3. First Citizens Bank & Trust.........cceeeee. H 7 2,76 6,733 1.6
4. Pharmacy Management Services, Inc............ . ... C 2 2,16 6,482 1.3
5. International Paper Company.........cccceeee. H,C 3 2,02 3,997 1.2
6. Jacobs-Sirrine Engineers, InC.......cccceee. L C 1 1,80 1,694 1.1
7. MCI Telecommunications..........ccoeeeeeeeeee. C 2 1,48 8,024 0.9
8. VOOt H,C 4 1,41 9,396 0.8
9. AT&T.... e H,C 9 1,38 2,118 0.8
10. Duke University......ccocvvvvnccvvnees H 5 1,37 8,797 0.8
11. Sears, Roebuck & Company........ccccoeeeees H 4 1,36 4,841 0.8
12. Kraft Company.....c.ccoevvnveivnvcnes C 3 1,35 6,166 0.8
13. GTE Data Services, INC.....ccovvcvvvvveeenee C 2 1,32 5,769 0.8
14. Clintrials of North Carolina. - H 4 1,29 4,525 0.8
15. Blue Cross of SC....cccovvvvevvvcvciiveeee C 5 1,22 4,072 0.7
16. Commonwealth of Virginia Government......... . ... H 2 1,19 4,000 0.7
17. Glaxo Wellcome.......ccoovvvvvevcncaee H 3 1,19 3,100 0.7
18. The Kroger Company........cccceuvvevcvneeee H 1 1,11 5,250 0.7
19. Kaiser Foundation Health Plan...............~ ... H 3 1,08 2,798 0.6
20. Southern National Bank H 2 1,07 1,889 0.6
TOtal i 77 $ 36,07 8,286 21.2%

(1) H=Highwoods and C=Crocker.
(2) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittgepmultiplied by 12.
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LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratipins for leases in place at the Properties &daoth 31, 1996, for each of the next 10
years beginning with March 31, 1996, assuming nareexercises renewal options or is terminatedtalaefault;

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNU ALIZED  TOTAL ANNUALIZED
NUMBER  SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
o F LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING E XPIRING LEASES LEASES LEAS ES (1) EXPIRING LEASES
408 2,592,163 17.6% $ 20, 120,539 11.8%
403 2,415,113 16.4 26, 593,887 15.7
378 2,386,835 16.2 29, 079,769 17.1
277 1,758,632 12.0 21, 298,294 12.5
255 2,162,057 14.7 26, 854,838 15.8
109 1,256,866 8.6 18, 772,349 11.0
a7 887,028 6.0 10, 602,121 6.2
26 554,628 3.8 8, 268,658 4.9
11 131,507 0.9 1, 914,110 1.1
13 342,121 2.3 3, 168,389 1.9
8 216,228 15 3, 352,746 2.0
1,935 14,703,178 100.0% $170, 025,700 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.
THE HIGHWOODS PROPERTIES

OFFICE PROPERTIES. The Company's portfolio of &fproperties consists of 102 suburban office bogdi As of March 31, 1996, the
office properties were 95% leased and totaled agmattely 6.4 million rentable square feet. Ninetyeof the office properties are located in
19 developed business parks. All of the office prtips have sufficient on-site parking for a fublgcupied facility. The Company's office
properties are close to major highways and sububbamess centers, providing tenants with easysadeehotels, restaurants, shopping
centers and other amenities. The office propeh#a® an average age (weighted by Annualized RBaatnue) of 10.4 years.

The following tables set forth certain leasing mfi@tion (on a per rentable square foot basis)Herdffice properties owned by the Company
for the three month-period ended March 31, 1996:

NET EFFECTIVE RENTS RELATED TO RE-LEASED OFFICE SPA CE
AT THE HIGHWOODS PROPERTIES (1)

Number of lease transaction (signed 1eases)........ L ———— 58
Rentable square footage leased.........cccccceeeeee. e 130,312
Average per rentable square foot over the lease ter m:
BaS@ rENt (2).uviciiiciiieicieeeieeeieeeee s $16.21
Tenant IMPrOVEMENTS.....ciieeeeeeieiieicicecee e ————— (1.49)
Leasing COMMISSIONS......ccceviiiiiienniiies e (0.35)
RENt CONCESSIONS.....vviiiiiiiiieiiiiieeeeees e -
Effective rent (3)..ccccveecceeicieiiieeeeees e $14.37
EXPENSE StOP (4).evvvviiiiiiiiiieeeeeeeieieeeeeee e (4.23)
Equivalent effective net rent (5).......cceeeees e $10.14
Average term N YEaArS....ccocccvviveeeeiccics s 4

(1) Does not include the seven Properties in NdlshvWiennessee acquired in the Eakin & Smith Tretisa on April 1, 1996.
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(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbekrentable square feet leased under all leassdctions during the period.

(3) Equals aggregate base rent received overrisgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactlomnisg the period, divided by the terms in morfthirssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézadk transactions during the period.

(4) Equals the amount of real estate taxes, operatsts and utility costs that the landlord isgaded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(5) Equals effective rent minus expense stop.

RENTAL RATE TRENDS FOR HIGHWOODS PROPERTIES (1)
(OFFICE ONLY)

Number of leases commenced during period........... . 58

Average final rate with expense pass throughs...... L $15.20
Average first year cash rental rate................ . ———— $15.75
Percentage iNCrease.....ccccccvvvviviiiiiccccciees e —————— 3.62%

(1) Does not include the seven properties in Ndlghviiennessee acquired in the Eakin & Smith Tratiga on April 1, 1996.

The following table sets forth the capital expeudis committed by the Company under signed leasdesriant improvements and lease
commissions for re-leased office space owned byCtirapany for the three-month period ended MarchHL996:

CERTAIN EXPENDITURES RELATED TO RE-LEASED HIGHWOODS PROPERTIES (1)
(OFFICE ONLY)

Tenant improvements:

Total dollars committed under signed leases...... e $723,053

Rentable square feet......ccccvvveeecceeees e 130,312

Perrentable square fOOt.......cccoovvvevvvcceees e $ 5.55
Leasing commissions:

Total dollars committed under signed leases...... e $156,264

Rentable square feet......ccoocevvnciieees 130,312

Perrentable sQuare fOOt.......cccoovvvevvccccees e $ 1.20
Total:

Total dollars committed under signed leases...... e $879,317

Rentable square feet......ccocceivvviieees 130,312

Perrentable sQuare fOOt.......cccovvveviccccees e $ 6.75

(1) Does not include the seven properties in Ndlghviiennessee acquired in the Eakin & Smith Tratiga on April 1, 1996.
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The following table sets forth scheduled leaseratioins for leases for the Company's office prapsiin place as of March 31, 1996, for e
of the 10 years beginning with March 31, 1996, asag no tenant exercises renewal options or isiteated due to default:

LEASE EXPIRATIONS OF HIGHWOODS PROPERTIES
(OFFICE ONLY)

AVE RAGE
PERCENTAGE OF ANNU ALIZED
RENTA BLE TOTAL LEASED RENTAL REVENUE PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJEC TTO REPRESENTED BY RENTAL REVENUE FOOT UNDER RENTAL REVENUE
OF LEASES EXPIR ING EXPIRING UNDER EXPIRING EXP IRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEAS ES LEASES LEASES (1) LE ASES EXPIRING LEASES
Remainder of 1996............ 161 49 7,975 8.3% $ 6,645,478 $1 3.35 7.7%
8,552 15.1 12,851,425 1 4.14 14.8
2,561 19.3 15,513,976 1 3.34 17.9
7,269 11.9 10,149,965 1 4.15 11.7
4,813 18.1 15,441,058 1 4.10 17.8
4,483 12.5 11,924,532 1 5.80 13.8
2,113 4.8 4,648,493 1 5.91 5.4
4,610 6.0 5,816,399 1 5.95 6.7
5,581 13 1,085,352 1 4.36 1.3
0,491 0.5 503,488 1 6.51 0.6
3,755 2.2 2,005,462 1 4.99 2.3
2,203 100.0% $ 86,585,628 $1 4.35 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢énue (base rent plus operating expense pasgittepmultiplied by 12.

THE INDUSTRIAL PROPERTIES. The Company's portfahealudes 98 industrial properties. Ninety-thredtafse properties are located in
18 business or industrial parks. All of the Compamydustrial properties have excellent accesstarstate highway systems. As of March
1996, the industrial properties were 91% leasedtaiaded approximately 3.7 million rentable squizret.

Thirty-six of the industrial properties, comprisiagproximately 2.8 million rentable square fee¢, @arehouse and bulk distribution facilities
serving the storage and regional distribution neddsanufacturers and distribution companies. The@any's warehouse and distribution
facilities are designed for bulk storage of materéand manufactured goods in buildings with intehieights typically of 20 feet or more and
office build-out of generally 25% or less. All dfe Company's distribution facilities have dock liies for trucks as well as grade level
loading for lighter vehicles and vans. Each of@mnpany's warehouse and distribution facilitiesgaipped with sprinkler systems.

Sixty-two of the Company's industrial propertiesmprising approximately 1.0 million rentable squiet, are service center buildings,
which are adaptable for a variety of uses, inclgdiffice, light industrial, warehouse, distributj@ssembly, research and development and
retail. The service center properties have vargimgunts of office finish (from 5% to 97%) and thesints vary accordingly. The service
centers are frequently leased in units of 2,0006t000 square feet and offer users interior heighis! feet or more for storage with grade
level loading doors. Many provide dock facilities\aell.

The following tables set forth certain leasing infiation (on a per rentable square foot basis)ferGompany's industrial properties for the
three-month period ended March 31, 1996:
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NET EFFECTIVE RENTS RELATED TO RE-LEASED
INDUSTRIAL SPACE AT THE HIGHWOODS PROPERTIES

Number of lease transaction (Signed 1€ases)........ e ———— 73
Rentable square footage 1eased.........ccccoeeeeee e ———— 669,007
Average per rentable square foot over the lease ter m:
Base rent (1).ccccocieiiiiiieeiieeieeeee s $ 4.55
Tenant IMPrOVEMENES.....cviiieeeeeeiiiiccceeee e (0.18)
Leasing COMMISSIONS.....cuuuiiiiiiiieieeeeannnees e (0.08)
RENt CONCESSIONS.....vviiiiiiiiieciiieeeeeee e -
Effective rent (2)...cccocvvieviiiicieeeees e $ 4.29
EXPENSE StOP (B).evvvvemeiiiiiiiieeeieieieeieeee e (0.31)
Equivalent effective Net rent (4)......ccccceeees e $ 3.98
Average term iN YEarS.....coooovvvvieeciiiicees s 2

(1) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbi&k rentable square feet leased under all leassdctions during the period.

(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod minus all tenant improvements
and leasing commissions from all lease transactlomnisg the period, divided by the terms in morfthrssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézade transactions during the period.

(3) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(4) Equals effective rent minus expense stop.

RENTAL TRENDS FOR HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

Number of leases commenced during period............ e 69

Average final rate with expense pass throughs...... $4.45

Average first year cash rental rate................. $4.66

Percentage iNCrease.....cccccccveeeeeeevenieecceee e 4.72 %

The following table sets forth the capital expeadis committed by the Company under signed leasdsriant improvements and lease
commissions for re-leased industrial space dutiegtiree-month period ended March 31, 1996:

CERTAIN EXPENDITURES RELATED TO RE-LEASED HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

Tenant improvements:
Total dollars committed under signed [eases...... $456,808

Rentable square feet......ccccvveecceeees e 669,007

Per rentable square fOOt.......cccccevcccececs e $ 0.68
Leasing commissions:

Total dollars committed under signed [eases...... $158,537

Rentable square feet......ccccvvveeeceeees e 669,007

Per rentable square fOOt.......ccccceveccccecs $ 024
Total:

Total dollars committed under signed leases...... $615,345

Rentable square feet......ccccvveeeecceeees e 669,007

Per rentable square fOOt.......cccccvvcceecccs $ 0.92



The following table sets forth scheduled leaseratioins for leases in place at the Company's imdligroperties as of March 31, 1996, for
each of the 10 years beginning with March 31, 1986uming no tenant exercises renewal optionsterrisinated on account of tenant
defaults:

LEASE EXPIRATIONS OF HIGHWOODS PROPERTIES
(INDUSTRIAL ONLY)

AVE RAGE
PERCENTAGE OF ANNU ALIZED
RENTA BLE TOTAL LEASED RENTAL REVENUE PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED PER SQUARE TOTAL ANNUALIZED
NUMBER SUBJEC TTO REPRESENTED BY RENTAL REVENUE FOOT UNDER RENTAL REVENUE
OF LEASES EXPIR ING EXPIRING UNDER EXPIRING EXP IRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEAS ES LEASES LEASES (1) LE ASES EXPIRING LEASES
Remainder of 1996............ 156 1,55 3,489 46.4% $ 6,715,994 $ 4.32 41.8%
1997 90 60 7,743 18.2 3,090,728 5.09 19.3
1998 86 32 8,357 9.8 2,225,222 6.78 13.9
1999 50 21 7,180 6.5 1,234,631 5.68 7.7
2000 20 31 1,315 9.3 1,499,486 4.82 9.3
2001 6 4 3,702 1.3 311,911 7.14 1.9
2002 2 25 7,210 7.7 766,355 2.98 4.8
2003 1 3,375 0.1 18,428 5.46 0.1
2004 - - 0.0 - - -
2005.... 4 2 3,450 0.7 190,674 8.13 1.2
Thereafter..........cc...... - - -- - - -
Total or average............. 415 3,34 5,821 100.0% $ 16,053,429 $ 4.80 100.0%

(1) Includes operating expense pass throughs ariddss the effect of future contractual rent inse=sa
THE CROCKER PROPERTIES

The Crocker Properties consist of 58 suburbanefiigildings and 12 service center properties lacatd 5 metropolitan areas in seven states
in the Southeastern United States encompassinglaofapproximately 5.7 million rentable squaretfeSixty-three of the properties are
located in suburban office parks and comprise apprately 4.7 million square feet of rentable spakige remaining seven properties are also
located in suburban areas in the Southeast.

The Crocker Properties were developed between 4880991 and have a weighted average age of nare.yEhe majority of the Crocker
Properties were acquired by Crocker or its predaresn 1993, near the end of a downturn in comialereal estate markets that resulted
from the over-building of the 1980s. Most of theo€ker Properties are used for more than one busamivity. The Crocker Properties are
similar in quality to that of the Highwoods Propest They are primarily of brick or concrete counstion, having one to ten stories, with lush
landscaped areas and sufficient parking for tme@rided use. The Crocker Properties are well magdeand strategically located near
transportation corridors. All of the Crocker Prajes have been inspected by independent enginieers September 1993 and are in good to
excellent physical condition. Other than regulaimenance operations and routine tenant improvesném: Company does not anticipate the
necessity of undertaking any significant renovatioiconstruction projects at any of the Crockeiperties in the near term. Certain of the
Crocker Properties are encumbered by mortgage iedebss. See "Recent Developments -- Financinyifies and Liquidity."

Management of the Crocker Properties is supeniigedrocker's asset managers in regional officessi@management is conducted by
Crocker at 54 of its Properties. Highwoods intetodsetain substantially all of Crocker's on-siterragers following the Merger and to reduce
the reliance on third-party property managers aadihg agents with respect to the Crocker Prosertie

OFFICE PROPERTIES. The Crocker portfolio of offfm®perties consists of 58 suburban office buildifgsof March 31, 1996, the office
properties were 95% leased and totaled approxigndt2imillion rentable square feet. Fifty-one of thfice properties are located in
developed business parks. All of the office prapsrhave sufficient on-site parking
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for a fully occupied facility. The office properidave an average age (weighted by Annualized RReteenue) of 8.9 years.

The following tables set forth certain leasing mmfiation (on a per rentable square foot basis)Herdffice properties owned by Crocker for
the three month-period ended March 31, 1996:

NET EFFECTIVE RENTS RELATED TO RE-LEASED OFFICE SPA CE
AT THE CROCKER PROPERTIES

Number of lease transaction (signed leases) (1)....
Rentable square footage leased.....................
Average per rentable square foot over the lease ter

Base rent (2)......ccoceeeeiiiiieeiniiiieeeee

Tenant improvements...........ccccceeevveennee.

Leasing COMMISSIONS.........ccvvvveeeeeeienianns

Rent concessions.........coccvvveeviiiieeenne

Effective rent (3)......coccoveeiiiiiiiennnns

EXPense Stop (4)...cceeeeereeeeiiiiiieaeeninns

Equivalent effective net rent (5)................
Average term in Years.........cccceevveercueeens

(1) Includes the exercise of a one-year lease rahiegyylBM for 68,500 square feet at ONCC -- "W" lding in the Research Triangle Park.

(2) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon
for such leases, multiplied by 12, divided by tbkrentable square feet leased under all leassdctions during the period.

(3) Equals aggregate base rent received overrigsgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactiomisg the period, divided by the terms in morftirssuch leases, multiplied by 12, divic
by the total rentable square feet leased undézade transactions during the period.

(4) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is
required to pay any increases above such amount.

(5) Equals effective rent minus expense stop.

RENTAL RATE TRENDS FOR CROCKER PROPERTIES
(OFFICE ONLY)

Number of leases commenced during period........... . 7

Average final rate with expense pass throughs...... L, $14.84
Average first year cash rental rate................ . ———— $16.21
Percentage iNCrease.....ccccccvvevvvviiciccccciees e —————— 9.23%



The following table sets forth the capital expeudis committed by Crocker under signed leasesfarit improvements and lease
commissions for re-leased office space owned bygkanofor the three-month period ended March 316199

CERTAIN EXPENDITURES RELATED TO RE-LEASED CROCKER P ROPERTIES
(OFFICE ONLY)

Tenant improvements:

Total dollars committed under signed leases...... $180,538

Rentable square feet..... 128,907

Per rentable square foot...............cconee $ 1.40
Leasing commissions:

Total dollars committed under signed leases...... $116,847

Rentable square feet..........ccccvvvveerenennn. 128,907

Per rentable square foot...............cconee $ 091
Total:

Total dollars committed under signed leases...... e $297,385

Rentable square feet.........ccccoevvieiernnns 128,907

$ 231

Per rentable square foot...............cconee

The following table sets forth scheduled lease ratioins for leases for Crocker's office properiieplace as of March 31, 1996, for each of
the 10 years beginning with March 31, 1996, assgmimtenant exercises renewal options or is terméhdue to default:

LEASE EXPIRATIONS OF CROCKER PROPERTIES
(OFFICE ONLY)

AV ERAGE
PERCENTAGE OF ANN UALIZED
RENT ABLE TOTAL LEASED RENTA L REVENUE PERCENTAGE OF
SQUAR EFEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJE CTTO REPRESENTEDBY RENTAL REVENUE FOO T UNDER RENTAL REVENUE
OF LEASES  EXPI RING EXPIRING UNDER EXPIRING EX PIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEA SES LEASES LEASES (1) L EASES EXPIRING LEASES
Remainder of 1996............. 71 38 9,110 9.3% $ 5,605,984 $ 14.41 9.6%
66 8,690 16.0 8,790,584 13.15 15.0
72 6,341 17.4 9,880,076 13.60 16.9
56 2,977 135 8,062,666 14.32 13.8
50 2,275 12.0 7,903,807 15.74 135
38 2,806 9.1 5,952,787 15.55 10.2
33 7,705 8.1 5,187,273 15.36 8.9
18 6,643 4.4 2,433,831 13.04 4.2
5 5,926 13 828,758 14.82 14
28 8,180 6.9 2,474,227 8.59 4.2
8 2,473 2.0 1,347,284 16.34 2.3
4,18 3,126 100.0% $ 58,467,277 $ 13.98 100.0%

(1) Annualized Rental Revenue is March 1996 remtaénue (base rent plus operating expense pasgttspmultiplied by 12.

THE SERVICE CENTER PROPERTIES. The Crocker portfaticludes 12 service center properties. All okthproperties are located in
business or industrial parks. All of the Crockewss center properties have excellent accessiéositate highway systems. As of March 31,
1996, the service center properties were 93% leasédotaled approximately 1.1 million rentable agufeet.
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The Crocker service center properties are adaptabkevariety of uses, including office, light unstrial, warehouse, distribution, assembly,
research and development and retail. The serviteicproperties have varying amounts of officesfin{from 10% to 70%) and their rents
vary accordingly. The service centers are freqydatised in units of 2,000 to 15,000 square feetddfer users interior heights of 14 feet or
more for storage with grade level loading doorsniylprovide dock facilities as well. All of the sé&® centers have sufficient on-site parking

for a fully occupied facility.

The following tables set forth certain leasing mfi@ation (on a per rentable square foot basis)HerGrocker service center properties for the

three-month period ended March 31, 1996:

NET EFFECTIVE RENTS RELATED TO RE-LEASED
SERVICE CENTER SPACE AT THE CROCKER PROPERTIES

Number of lease transaction (signed 1eases)........ L ————
Rentable square footage leased........ccccccceeeeee. s

Average per rentable square foot over the lease ter m:

Base rent (1) oo e
Tenant improVemMeNtS....ccccoviivveeniienneees
Leasing COMMISSIONS......ccccoviiiiiienniiis e
RENt CONCESSIONS.....vviiiiiiiiieiiiieeeeees e
EffeCtive reNt (2)..eceeeveiieeeeiiiiiiieeceeeee e
EXPENSE StOP (B).eevvvvrviiiiiiieieeiiiieiiieeeee e
Equivalent effective net rent (4)........ceeeee. e
AVErage term iN YEarS....coceviveaiieeeiieeeee e

(1) Equals aggregate base rent received overridsgiective terms from all lease transactions dutiegeriod, divided by the terms in mon

for such leases, multiplied by 12, divided by tbekrentable square feet leased under all leassdctions during the period.

(2) Equals aggregate base rent received overrisgiective terms from all lease transactions dutiegperiod minus all tenant improvements
and leasing commissions from all lease transactiomisg the period, divided by the terms in morftirssuch leases, multiplied by 12, divic

by the total rentable square feet leased undézadk transactions during the period.

(3) Equals the amount of real estate taxes, opgratsts and utility costs that the landlord isgdded to pay on an annual basis. The tenant is

required to pay any increases above such amount.

(4) Equals effective rent minus expense stop.

RENTAL TRENDS FOR CROCKER PROPERTIES

(SERVICE CENTER ONLY)

Number of leases commenced during Period........... . e
Average final rate with expense pass throughs......
Average first year cash rental rate................ . ———————
Percentage iNCrease......cccccvvvicnccnccc e

%



The following table sets forth the capital expeudis committed by Crocker under signed leasesfarit improvements and lease
commissions for re-leased industrial space dutiegtree-month period ended March 31, 1996:

CERTAIN EXPENDITURES RELATED TO RE-LEASED CROCKER P ROPERTIES
(SERVICE CENTER ONLY)

Tenant improvements:

Total dollars committed under signed leases...... $79,512.90

Rentable square feet..... 50,413

Per rentable square foot...............cconee $ 158
Leasing commissions:

Total dollars committed under signed leases...... $10,878.25

Rentable square feet..........ccccvvvveerenennn. 50,413

Per rentable square foot...............cconee $ 0.22
Total:

Total dollars committed under signed leases...... $90,391.15

Rentable square feet.........ccccoevvieiernnns 50,413

Per rentable square foot...............cconee $ 1.79

The following table sets forth scheduled lease ratioins for leases in place at Crocker's servicgkecgroperties as of March 31, 1996, for
each of the 10 years beginning with March 31, 1886uming no tenant exercises renewal optionsterri@nated on account of tenant
defaults:

LEASE EXPIRATIONS OF CROCKER PROPERTIES
(SERVICE CENTER ONLY)

AV ERAGE
PERCENTAGE OF ANN UALIZED
RENT ABLE TOTAL LEASED RENTA L REVENUE PERCENTAGE OF
SQUAR EFEET SQUARE FEET ANNUALIZED PER SQUARE  TOTAL ANNUALIZED
NUMBER  SUBJE CTTO REPRESENTEDBY RENTAL REVENUE FOO T UNDER RENTAL REVENUE
OF LEASES  EXPI RING EXPIRING UNDER EXPIRING EX PIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEA SES LEASES LEASES (1) L EASES EXPIRING LEASES
Remainder of 1996............. 20 15 1,589 12.9% $1,153,083 $ 7.61 13.3%
23 0,128 20.9 1,861,150 8.09 20.2
16 9,576 16.4 1,460,495 8.61 14.8
26 1,206 20.8 1,851,032 7.09 22.9
25 3,654 225 2,010,487 7.93 22.2
7 5,875 6.5 583,119 7.69 6.6
1,14 2,028 100.0% $8,919,366 $ 7.81 100.0%

(1) Annualized Rental Revenue is March 1996 remta¢nue (base rent plus operating expense pasgittepmultiplied by 12.
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TABLE OF PROPERTIES

The following table and the notes thereto set fortbrmation regarding the Properties at March1396:

BUILDING YEA
PROPERTY TYPE (1) BUI

HIGHWOOD
RESEARCH TRIANGLE, NC

HIGHWOODS OFFICE CENTER

Amica O 19
Arrowood O 19
Aspen O 19
Birchwood (0] 19
Cedar East (0] 19
Cedar West (0] 19
Cottonwood (0] 19
Cypress O 19
Dogwood (0] 19
Hawthorn O 19
Highwoods Tower (0] 19
Holly (0] 19
Ironwood (0] 19
Kaiser O 19
Laurel O 19
Leatherwood O 19
Smoketree Tower (@) 19
REXWOODS OFFICE CENTER
2500 Blue Ridge (0] 19
Blue Ridge Il O 19
Rexwoods Center 0 19
Rexwoods I O 19
Rexwoods Il O 19
Rexwoods IV (0] 19
TRIANGLE BUSINESS CENTER
Bldg. 2A (0] 19
Bldg. 2B S 19
Bldg. 3 0 19
Bldg. 7 O 19
PROGRESS CENTER
Cape Fear (0] 19
Catawba (0] 19
CompuChem O 19
NORTH PARK
4800 North Park O 19
4900 North Park (@) 19
5000 North Park (@) 19
CREEKSTONE PARK
Creekstone Crossing O 19
Riverbirch O 19
Willow Oak (0] 19
RESEARCH COMMONS
EPA Administration (0] 19
EPA Annex (0] 19
4501 Bldg. (0] 19
4401 Bldg. (0] 19
4301 Bldg. (0] 19
4201 Bldg. (0] 19
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
RESEARCH TRIANGLE, NC
HIGHWOODS OFFICE CENTER
Amica Amica Mutual Ins
Arrowood First Citizens B
Aspen N/A
Birchwood Donohoe Construc
Southlight, Inc.
Cedar East Amerimark Buildi
Cedar West N/A
Cottonwood First Citizens B
Cypress GSA-Army Recruit
Dogwood First Citizens B

Hawthorn Carolina Telepho

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF
LT FEET 1996 1996 FIN

S PROPERTIES

83 20,708 100% 87%
79 58,743 100 100
80 36,666 87 87
83 12,748 100 100
81 39,904 100 100
81 39,903 95 95
83 40,150 100 100
80 39,004 100 100
83 40,613 100 100
87 63,797 100 100
91 185,222 99 98
84 20,186 100 100
78 35,695 96 96
88 56,915 100 100
82 39,382 100 100
79 36,581 99 96
84 151,703 82 82
82 61,864 100 100
88 20,673 100 100
90 41,686 100 100
93 20,845 100 100
92 42,484 100 100
95 42,003 76 76
84 102,400 98 98
84 32,000 100 100
88 135,360 96 96
86 126,728 78 78
79 40,058 32 32
80 37,456 100 100
80 105,540 100 100
85 168,016 100 100
84 32,002 97 83
80 75,395 83 83
90 59,299 92 88
87 59,971 100 100
95 88,783 92 92
66 46,718 100 100
66 145,875 100 100
85 56,566 100 100
87 115,526 84 84
89 90,894 100 100
91 83,731 100 100
LEASING

R MORE

NTABLE

FEET AT

31, 1996

urance Company
ank & Trust

tion Company,
ng Products
ank & Trust
ers

ank & Trust
ne

CENT
ICE
ISH

100%
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100

100
100
100

100



Highwoods Tower Maupin, Taylor,
Holly Capital Associat
Ironwood First Citizens B
Kaiser Kaiser Foundatio
Laurel Microspace Commu
Citizens Bank &
Leatherwood GAB North Americ
Smoketree Tower N/A
REXWOODS OFFICE CENTER
2500 Blue Ridge Rex Hospital, In
Blue Ridge Il McGladrey & Pull
Rexwoods Center N/A
Rexwoods I Raleigh Neurolog
Miller Building
Rexwoods Il Piedmont Olsen H
Rexwoods IV N/A
TRIANGLE BUSINESS CENTER
Bldg. 2A Harris Corporati
Management, Inc.
Bldg. 2B International Pa
Bldg. 3 N/A
Bldg. 7 Broadband Techno
PROGRESS CENTER
Cape Fear N/A
Catawba GSA -- EPA
CompuChem CompuChem (3)
NORTH PARK
4800 North Park IBM-PC Division
4900 North Park N/A
5000 North Park N/A
CREEKSTONE PARK
Creekstone Crossing N/A
Riverbirch Digital Equipmen
Quintiles, Inc.
Willow Oak AT&T Corporation
RESEARCH COMMONS
EPA Administration Environmental Pr
EPA Annex Environmental Pr
4501 Bldg. Martin Marietta
4401 Bldg. Ericsson
4301 Bldg. Glaxo Wellcome |
4201 Bldg. Environmental Pr

Ellis & Adams
ed Industries

ank & Trust

n

nications, First
Trust

a, Inc.

C.

en

y Clinic (2),
Corporation
ensley, Inc.

on, AAl Systems
per

logies, Inc.

t Corporation,

otection Agency
otection Agency

nc. (4)
otection Agency
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BUILDING YEA
PROPERTY TYPE (1) BUI
HOCK PORTFOLIO
Fairfield | O 19
Fairfield Il O 19
Qualex (0] 19
4101 Roxboro (0] 19
4020 Roxboro (0] 19
SIX FORKS CENTER
Six Forks Center | (0] 19
Six Forks Center Il (0] 19
Six Forks Center 1lI (0] 19
OTHER RESEARCH TRIANGLE
PROPERTIES
Colony Corporate Center O 19
Concourse (0] 19
Expressway One Warehouse | 19
Holiday Inn (0] 19
Lake Plaza East O 19
Phoenix (0] 19
South Square | O 19
South Square Il O 19
Cotton Building (0] 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
HOCK PORTFOLIO
Fairfield | Reliance
Fairfield Il Qualex
Qualex Qualex

4101 Roxboro
4020 Roxboro

Duke -- Cardiolo
Duke -- Pediatri

Duke -- Cardiolo

SIX FORKS CENTER
Six Forks Center |
Six Forks Center Il N/A
Six Forks Center IlI EDS

OTHER RESEARCH TRIANGLE

PROPERTIES
Colony Corporate Center

Centura Bank

Rust Environment

Infrastructure,
Concourse Clintrials
Expressway One Warehouse West's Durham Tr
Holiday Inn Holiday Inns, In
Lake Plaza East N/A
Phoenix N/A

South Square |
South Square I
Cotton Building
Inc.
TOTAL OR WEIGHTED AVERAGE

PIEDMONT TRIAD, NC

AIRPARK EAST
Highland Industries S
Service Center 1 S
Service Center 2 S
Service Center 3 S
Service Center 4 S
Copier Consultants S
Service Court S
Bldg. 01
Bldg. 02
Bldg. 03
Bldg. A
Bldg. B
Bldg. C
Sears Cenfact O
Hewlett Packard O
Warehouse 1
Warehouse 2
Warehouse 3
Warehouse 4

AIRPARK NORTH

0O00OpoO0O0

Blue Cross and B
Coastal Healthca
Cotton Inc., Ass

DC-1 | 19
DC-2 | 19

PERCENT

PERCENT

RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH 31, OFF
LT FEET 1996 1996 FIN
87 50,540 92% 92%
89 61,064 90 90
85 67,000 100 100
84 56,000 100 100
89 40,000 100 100
82 33,867 100 100
83 55,603 94 94
87 60,662 99 99
85 53,324 100 100
86 131,645 99 99
90 59,600 100 100
84 30,000 100 100
84 71,254 97 97
90 26,449 91 91
88 56,401 100 100
89 58,793 100 100
72 40,035 100 100
3,702,030 95% 95%
LEASING
R MORE
NTABLE
FEET AT
31, 1996
aqy
cs
aqy
al &
Fujitsu

ansfer & Storage
c.

lue Shield
re Group, Inc.
ociated Insurances

90 12,500
85 18,575
85 18,672
85 16,498
85 16,500
90 20,000
90 12,600
90 24,423
86 23,827
86 23,182
86 56,272
88 54,088
90 134,893
89 49,504
96 15,000
85 64,000
85 64,000
86 57,600
88 54,000
86 112,000
87 111,905

100 100
86 86
100 100
86 86
100 100
100 100
75 75
100 100
100 100
100 100
85 85
93 93
100 100
100 100
76 76
100 100
88 88
100 100
100 100
100 100
100 100

CENT
ICE
ISH

100%
100
100
100
100

100
100
100

100
100

100
100
100
100
100



DC-3
DC-4
AIRPARK WEST

Airpark |
Airpark Il
Airpark IV
Airpark V
Airpark VI

PIEDMONT TRIAD, NC
AIRPARK EAST
Highland Industries
Service Center 1
Service Center 2
Service Center 3
Service Center 4
Copier Consultants
Service Court
Bldg. 01
Bldg. 02
Bldg. 03
Bldg. A
Bldg. B

e
© ©

00000
-
[{e]

Highland Industr
Genetic Design
Genetic Design
ECPI
Genetic Design
Copier Consultan
Genetic Design
Health & Hygiene
United States Po
Time Warner, Mar
N/A
Hewlett-Packard

Postal Service

Bldg. C

Sears Cenfact
Hewlett Packard
Warehouse 1

John Hancock
Sears Roebuck &
Hewlett Packard
Guilford Busines

Safelite Glass C

Warehouse 2

Volvo GM Heavy T

Street Bank Real

Warehouse 3

Warehouse 4
AIRPARK NORTH

DC-1

DC-2

US Air Inc., Gar
First Data Resou

VSA, Inc.
Sears Roebuck &

Products Dist. |
South

DC-3

Fashions Outlet

Continuous Forms

DC-4
AIRPARK WEST
Airpark |
Airpark Il
Airpark IV
Airpark V
Airpark VI

RSVP Communicati

Volvo GM Heavy T
Mohawk Carpet Co
Max Radio of Gre
NCR Corporation
Brookstone Colle

88 75,000
88 60,000
84 60,000
85 45,680
85 22,612
85 21,923
85 22,097
ies, Inc. (5)

ts

stal Service
tin Marietta

Co., United States

Company

Co.

s Forms, Inc.,
orp.

ruck Corp., State
ty

lock, Inc.

rces, Inc.

Co., Summit Pet
nc., Electric

of America, Inc.,
& Checks, Inc.
ons, Inc.

ruck Corp.
rporation

ensboro

ge, Anacomp
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100
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100
100

100
87

100
94

100
100
100
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100



BUILDING YEA

PROPERTY TYPE (1) BUI
WEST POINT BUSINESS PARK
BMF Warehouse | 19
WP-11 | 19
WP-12 | 19
WP-13 | 19
WP-3 & 4 S 19
WP-5 S 19
Fairchild Bldg. | 19
LUWA Bahnson Bldg. (0] 19
UNIVERSITY COMMERCIAL CENTER
W-1 | 19
W-2 | 19
SR-1 S 19
SR-2 01/02 S 19
SR-3 S 19
Bldg. 01/02 (0] 19
Bldg. 03 (@] 19
Bldg. 04 (@] 19
IVY DISTRIBUTION CENTER (6) | 19
19
KNOLLWOOD OFFICE CENTER
370 Knollwood (0] 19
380 Knollwood (0] 19

STONELEIGH BUSINESS PARK
7327 W. Friendly Ave.
7339 W. Friendly Ave.
7341 W. Friendly Ave.
7343 W. Friendly Ave.
7345 W. Friendly Ave.
7347 W. Friendly Ave.
7349 W. Friendly Ave.
7351 W. Friendly Ave.
7353 W. Friendly Ave.
7355 W. Friendly Ave.

SPRING GARDEN PLAZA

NDuununumunuunuumunmnonm
[
©

4000 Spring Garden St. S 19

4002 Spring Garden St. S 19

4004 Spring Garden St. S 19
POMONA CENTER -- PHASE |

7 Dundas Circle S 19

8 Dundas Circle S 19

9 Dundas Circle S 19
POMONA CENTER -- PHASE Il

302 Pomona Dr. S 19

304 Pomona Dr. S 19

306 Pomona Dr. S 19

308 Pomona Dr. S 19

5 Dundas Circle S 19

WESTGATE ON WENDOVER -- PHASE |

305 South Westgate Dr. S 19
307 South Westgate Dr. S 19
309 South Westgate Dr. S 19
311 South Westgate Dr. S 19
315 South Westgate Dr. S 19
317 South Westgate Dr. S 19
319 South Westgate Dr. S 19
TENANTS

25% O

OF RE

SQUARE

PROPERTY MARCH
WEST POINT BUSINESS PARK
BMF Warehouse Sara Lee Knit Pr
WP-11 Microfibres
WP-12 Norel Plastics,
WP-13 Sara Lee Knit Pr
WP-3 & 4 Tri-Communicatio
Safety, Inc.

WP-5 N/A
Fairchild Bldg. Fairchild Indust

LUWA Bahnson Bldg. Luwa Bahnson, In
UNIVERSITY COMMERCIAL CENTER

W-1 Lagenthal Corp.
W-2 Paper Supply Com
SR-1 N/A

SR-2 01/02 Decision Point M
SR-3 Decision Point M

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF

LT FEET 1996 1996 FIN
86 240,000 100% 100%
88 89,600 36 36
88 89,600 100 100
88 89,600 100 100
88 18,059 100 100
95 25,200 76 76
20 89,000 100 100
20 27,000 100 100
83 44,400 100 100
83 46,500 100 100
83 23,112 100 100
83 17,282 100 100
84 23,825 65 65
83 9,993 51 51
85 37,077 71 71
86 34,470 60 60
30- 400,000 57 57
80

94 90,315 100 100
920 164,141 97 97
87 11,180 100 100
89 11,784 100 100
88 21,048 100 100
88 13,463 100 100
88 12,300 100 100
88 17,978 100 100
88 9,840 100 100
88 19,723 100 100
88 22,826 100 100
88 13,296 88 88
83 21,773 74 74
83 6,684 100 100
83 23,724 83 83
86 14,760 91 91
86 16,488 100 100
86 9,972 100 100
87 16,488 94 94
87 4,344 75 75
87 9,840 88 88
87 14,184 96 96
87 14,184 83 83
85 5,760 83 83
85 12,672 100 100
85 12,960 100 44
85 14,400 100 100
85 10,368 89 89
85 15,552 100 100
85 10,368 100 100
LEASING

R MORE

NTABLE

FEET AT

31, 1996

oducts, Inc.

Sara Lee

oducts, Inc.

ns, Inc., Royso

rial Products
c.

pany

arketing
arketing

CENT
ICE
ISH



Bldg. 01/02 N/A
Bldg. 03 N/A
Bldg. 04 N/A

IVY DISTRIBUTION CENTER (6)  N/A

KNOLLWOOD OFFICE CENTER

370 Knollwood Krispy Kreme, Pr udential Carolinas
Realty
380 Knollwood N/A
STONELEIGH BUSINESS PARK
7327 W. Friendly Ave. American Telecom , Salem Imaging
7339 W. Friendly Ave. IKEA, R.F. Micro Devices
7341 W. Friendly Ave. R.F. Micro Devic es
7343 W. Friendly Ave. Executone
7345 W. Friendly Ave. Disston
7347 W. Friendly Ave. Law Engineering, Winship
7349 W. Friendly Ave. N/A
7351 W. Friendly Ave. General Transpor t, Burlington Air
Express
7353 W. Friendly Ave. Office Equipment , Windsor Door
7355 W. Friendly Ave. R.F. Micro Devic es
SPRING GARDEN PLAZA
4000 Spring Garden St. N/A
4002 Spring Garden St. Jordan Graphics
4004 Spring Garden St. N/A
POMONA CENTER -- PHASE |
7 Dundas Circle N/A
8 Dundas Circle N/A
9 Dundas Circle Netcom, Conserva top Corporation

POMONA CENTER -- PHASE Il
302 Pomona Dr.

304 Pomona Dr. Fortune Personne | Consultants
306 Pomona Dr. AEL Defense Corp oration
308 Pomona Dr. Hering North Ame rica

5 Dundas Circle
WESTGATE ON WENDOVER -- PHASE |

305 South Westgate Dr. Alarmguard, The Computer Store

307 South Westgate Dr. Anders Lufvenhol m

309 South Westgate Dr. Network Informat ion, McRae
Graphics

311 South Westgate Dr. N/A

315 South Westgate Dr. N/A

317 South Westgate Dr. N/A

319 South Westgate Dr. N/A

S-40



BUILDING YEA

PROPERTY TYPE (1) BUI
WESTGATE ON WENDOVER -- PHASE ||
206 South Westgate Dr. S 19
207 South Westgate Dr. S 19
300 South Westgate Dr. S 19
4600 Dundas Circle S 19
4602 Dundas Circle S 19
RADAR ROAD
500 Radar Rd. | 19
502 Radar Rd. | 19
504 Radar Rd. | 19
506 Radar Rd. | 19

HOLDEN/85 BUSINESS PARK
2616 Phoenix Dr. | 19

2606 Phoenix Dr. -- 100 S 19
2606 Phoenix Dr. -- 200 S 19
2606 Phoenix Dr. -- 300 S 19
2606 Phoenix Dr. -- 400 S 19
2606 Phoenix Dr. -- 500 S 19
2606 Phoenix Dr. -- 600 S 19
INDUSTRIAL VILLAGE
7906 Industrial Village Rd.
| 19
7908 Industrial Village Rd.
| 19
7910 Industrial Village Rd.
| 19
OTHER PIEDMONT TRIAD PROPERTIES
6348 Burnt Poplar | 19
6350 Burnt Poplar | 19
Stratford (0] 19
Chesapeake | 19
3288 Robinhood O 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH

WESTGATE ON WENDOVER -- PHASE ||
206 South Westgate Dr.
207 South Westgate Dr.
300 South Westgate Dr. N/A
4600 Dundas Circle
4602 Dundas Circle

RADAR ROAD

500 Radar Rd. Amoco Foam

Home Care of the
Health Equipment

Oakwood Homes, A
Four Seasons App

502 Radar Rd.
504 Radar Rd.

506 Radar Rd.

East Texas Distr
Triad Internatio

Dayva Industries

Triad Internatio

American Coating
HOLDEN/85 BUSINESS PARK

2616 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.
2606 Phoenix Dr.

-- 100
-- 200
-- 300
-- 400
-- 500
-- 600

Pliana, Inc.
Piedmont Plastic
REHAU, Inc., Rea
N/A
Spectrum Financi
The Record Excha
AT&T, Sumitomo E

INDUSTRIAL VILLAGE
7906 Industrial Village Rd.
Texas Aluminum
7908 Industrial Village Rd.
Bullock Distribu
7910 Industrial Village Rd.
Wadkin North Ame
OTHER PIEDMONT TRIAD PROPERTIES
6348 Burnt Poplar Sears Roebuck &
6350 Burnt Poplar Industries for t
Stratford Southern Nationa
Chesapeake Chesapeake Displ
3288 Robinhood N/A
TOTAL OR WEIGHTED AVERAGE

CHARLOTTE, NC
STEELE CREEK PARK
Bldg. A [ 19

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE  MARCH 31, MARCH 31,

LT FEET 1996 1996
86 17,376 100% 100%
86 26,448 100 100
86 12,960 100 100
85 11,922 100 100
85 13,017 61 61
81 78,000 100 100
86 15,000 100 100
86 15,000 100 100
86 15,000 100 100
85 31,894 100 100
89 15,000 100 100
89 15,000 100 100
89 7,380 67 67
89 12,300 90 90
89 15,180 100 100
89 18,540 90 90
85 15,000 100 100
85 15,000 100 100
85 15,000 100 100
90 125,000 100 100
92 57,600 100 100
91 135,533 97 97
93 250,000 100 100
89 19,599 76 76
4,167,233 92% 90%
LEASING
R MORE
NTABLE
FEET AT
31, 1996

Central Carolinas
Services

quaterra, Inc.
arel

ibuting

nal Maintenance,
nal Maintenance,

S

s, Rexham Corp.
dervision, Inc.

al Services

nge
lectrical

tors, Air Express
rica, Inc.

Co.

he Blind

| Bank
ay & Packaging

89 42,500 100 100

FIN

OFF

15

15

15

100

100

19



Bldg. B
Bldg. E
Bldg. G-1
Bldg. H
Bldg. K

HIGHWOODS/FORSYTH BUSINESS PARK

4101 Stuart Andrew Blvd.
4105 Stuart Andrew Blvd.
4109 Stuart Andrew Blvd.
4201 Stuart Andrew Blvd.
4205 Stuart Andrew Blvd.
4209 Stuart Andrew Blvd.
4215 Stuart Andrew Blvd.
4301 Stuart Andrew Blvd.
4321 Stuart Andrew Blvd.

CHARLOTTE, NC
STEELE CREEK PARK

19

19
19

19

19
S 19
S 19
S 19
S 19
S 19
S 19
S 19
S 19
S 19

Bldg. A Terrell Gear Dri

Bldg. B
Bldg. E
Bldg. G-1
Bldg. H

Pumps Parts & Se
Bradman-Lake Inc
Safewaste Corp.

Sugravo Rallis E

Eurotherm Drives

Bldg. K

Aptech, Inc.

HIGHWOODS/FORSYTH BUSINESS PARK
4101 Stuart Andrew Blvd. N/A
4105 Stuart Andrew Blvd. Re-Directions, T
Clinic, Bell/Sys

4109 Stuart Andrew Blvd.
4201 Stuart Andrew Blvd.
4205 Stuart Andrew Blvd.
4209 Stuart Andrew Blvd.
4215 Stuart Andrew Blvd.

Inc.

4301 Stuart Andrew Blvd.
4321 Stuart Andrew Blvd.

N/A

N/A

Sunbelt Video, |
N/A

Cleaning Service

Circle K
Communications T

85 15,031
85 39,300
89 22,500
87 53,614
85 19,400
84 12,185
84 4,528
84 15,212
82 19,333
82 23,401
82 15,901
82 23,372
82 40,601
82 12,774
ves, Inc.

rvices Inc. (7)
., Aptech, Inc.
ngraving,

, Inc.

ransit & Level
co Food

nc.

s Group, Rodan,

echnology
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BUILDING YEA

PROPERTY TYPE (1) BUI
PARKWAY PLAZA
Building 1 (0] 19
Building 2 (0] 19
Building 3 (0] 19
Building 7 (8) 0] 19
Building 8 (8) 0] 19
Building 9 (8) | 19
OTHER CHARLOTTE PROPERTIES
First Citizens (0] 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
PARKWAY PLAZA
Building 1 BASF Corporation
Building 2 N/A
Building 3 N/A
Building 7 (8) Northwest Mortga
Building 8 (8) Greenpoint Finan
Building 9 (8) Personal Financi

OTHER CHARLOTTE PROPERTIES
First Citizens Volvo Car Financ
TOTAL OR WEIGHTED AVERAGE

NASHVILLE, TN
MARYLAND FARMS

Eastpark 1 (0] 19
Eastpark 2 (0] 19
Eastpark 3 (0] 19
5310 Maryland Way (@] 19
OTHER NASHVILLE PROPERTIES
Lakeview (0] 19
3401 Westend O 19
BNA O 19
TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN
MARYLAND FARMS
Eastpark 1 Brentwood Music,
Corp.
Eastpark 2 PMT Services, In
Eastpark 3 N/A
5310 Maryland Way BellSouth
OTHER NASHVILLE PROPERTIES
Lakeview The Kroger Co. (
3401 Westend N/A
BNA N/A
TOTAL OR WEIGHTED AVERAGE
RICHMOND, VA
INNSBROOK OFFICE CENTER
Markel American (0] 19
Proctor-Silex (0] 19

Vantage Place | (@]
Vantage Place Il (@]
Vantage Place I (0] 19
Vantage Place IV (0]
Vantage Point (0]
Innsbrook Tech | S

DEQ Technology Center O 19

DEQ Office o 19
TECHNOLOGY PARK

Virginia Center (@) 19

TOTAL OR WEIGHTED AVERAGE
TOTAL OR WEIGHTED AVERAGE OF ALL
HIGHWOODS PROPERTIES

RICHMOND, VA
INNSBROOK OFFICE CENTER
Markel American Mark IV
Proctor-Silex Proctor-Silex, |
Vantage Place |

Vantage Place Il Hastings-Tapley

Rountrey and Ass

PERCENT PERCENT

RENTABLE
R SQUARE
LT FEET
82 58,263
83 88,227
84 82,307
85 60,722
86 40,615
84 110,000
89 57,214

857,000
LEASING
R MORE
NTABLE
FEET AT
31, 1996
ge
cial Corp.
al Asst., Inc.
e, Inc.
78 29,797
78 85,516
78 77,480
94 76,615
86 99,722
82 253,010
85 234,377
856,517

Volunteer Credit

C.

9), Centex
88 39,306
86 58,366
87 15,334
87 14,223
88 14,615
88 14,616
920 63,867
91 18,095
91 53,999
91 70,423
85 119,064
481,908
10,064,688
nc.
ociates

LEASED AT OCCUPIED AT PER
MARCH 31, MARCH 31, OFF

1996 1996  FIN
88% 88%
93 93
81 81
100 100
100 100
100 100
100 100

93% 93%
9% 9%
100 100
99 99
100 100
100 100

98 98
92 92

97% 97%
93 93
100 100
100 100
20 )
100 100
100 100
100 100
100 100
81 81
100 100

92 75
95% 91%
94% 93%

CENT
ICE
ISH

100%
100
100
100
100

100

100
100
100
100

100
100
100



Vantage Place Il Stenrich Group,

Vantage Place IV Corvel Healthcar

Vantage Point EDS, Colonial In

Innsbrook Tech | Air Specialists

Assoc.

DEQ Technology Center Virginia State G

DEQ Office Virginia State G
TECHNOLOGY PARK

Virginia Center N/A

TOTAL OR WEIGHTED AVERAGE
TOTAL OR WEIGHTED AVERAGE OF ALL
HIGHWOODS PROPERTIES

Inc.
e, Cemetary Mgmt.

c.
of VA, Hobbs &

ov., First Health
ov.

S-42



BUILDING YEA
PROPERTY TYPE (1) BUI

CROCKER PROPERTIES
TAMPA, FL
Tower Place (@] 19
Atrium (0] 19
Sabal Business Center VI O 19
Progressive Insurance O 19
Sabal Business Center VII O 19
Sabal Business Center V O 19
Registry Il
Registry |
Sabal Business Center IV O 19
Sabal Tech Center (0] 19
Sabal Park Plaza (0]
Sabal Lake Building (0] 19
Sabal Business Center | (0] 19
Benjamin Center #9 (@) 19
Sabal Business Center Il (0] 19
Benjamin Center #7 (0] 19
Registry Square (0] 19
Expo Building O 19
Sabal Business Center Il (0] 19
Day Care Center (0] 19
TOTAL OR WEIGHTED AVERAGE
ATLANTA, GA
Oakbrook V (0] 19
Oakbrook Il S 19
Oakbrook 1 S 19
Oakbrook | S 19
Oakbrook 1V (0] 19
TOTAL OR WEIGHTED AVERAGE
GREENVILLE, SC
Brookfield-Jacobs-Sirrine O 19

[e)e)
=
©

Brookfield Plaza O 19
Patewood Business Center S 19
Patewood V (0] 19
Patewood IV (0] 19
Patewood Il (0] 19
Brookfield-YMCA S 19
TOTAL OR WEIGHTED AVERAGE
BOCA RATON, FL
One Boca Place (0] 19
Scott Center (0] 19
Crocker Financial Plaza (0] 19
TOTAL OR WEIGHTED AVERAGE
TENANTS
25% O
OF RE
SQUARE
PROPERTY MARCH
TAMPA, FL
Tower Place N/A
Atrium GTE Data Service
Sabal Business Center VI Pharmacy Managem
Progressive Insurance Progressive Amer
Sabal Business Center VII Pharmacy Managem
Sabal Business Center V Lebbar-Friedman
Registry Il N/A
Registry | N/A
Sabal Business Center IV Phillips Educati
Central Florida,
TGC Home Health
Sabal Tech Center National RX Serv
Sabal Park Plaza State of Florida
Revenue,
ERM South, Inc.
Sabal Lake Building Warner Publisher
Sabal Business Center | N/A
Benjamin Center #9 First Image Mana
Sabal Business Center I Owen Ayres and A
Benjamin Center #7 Basetec Office S
Registry Square Proctor & Redfer
Expo Building Exposystems, Inc
Sabal Business Center Il Eli Witt Co.

Day Care Center Telesco Enterpri

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF

LT FEET 1996 1996 FIN
88 180,848 93% 93%
89 129,855 71 71
88 99,136 100 100
88 83,648 100 100
90 71,248 100 100
88 60,578 100 100
87 58,781 94 94
85 58,319 86 86
84 49,368 100 100
89 48,220 100 100
87 46,758 93 93
86 44,533 88 88
82 40,698 88 88
89 38,405 85 85
84 32,660 79 79
91 30,960 83 83
88 26,568 94 94
81 25,600 100 100
84 21,300 74 74
86 8,000 100 100
1,155,483 91% 91%
85 204,381 100 100
84 164,330 100 100
83 141,942 67 67
81 106,680 87 84
85 89,412 100 100
706,745 92% 92%
90 228,345 100 100
87 116,800 90 73
83 103,302 100 100
90 100,187 100 100
89 61,649 100 100
89 61,367 76 76
90 15,500 46 46
687,150 95% 95%
87 277,630 98 98
89 148,944 96 96
80 80,260 98 98
506,834 98% 98%
LEASING
R MORE
NTABLE
FEET AT
31, 1996

s, Incorporated
ent Services, Inc.
ican Insurance Co.
ent Services, Inc.
Inc.

onal Group of
Inc.,

Care, Inc.
ices, Inc.
Department of

Services, Inc.
gement Company
ssociates, Inc.

ystems, Inc.
n, Inc.

ses, Inc.

CENT
ICE
ISH

100
100

100

100

100
50

100
100
100



TOTAL OR WEIGHTED AVERAGE

ATLANTA, GA

Oakbrook V N/A
Oakbrook Il N/A
Oakbrook I N/A
Oakbrook | N/A
Oakbrook 1V N/A

TOTAL OR WEIGHTED AVERAGE
GREENVILLE, SC

Brookfield-Jacobs-Sirrine Jacobs-Sirrine E
Brookfield Plaza Dow Brands, Inc.
Patewood Business Center N/A
Patewood V Bell Atlantic Mo

Inc.,
PYA/Monarch, Inc

Patewood IV MCI Telecommunic
Patewood Il MCI Telecommunic
Brookfield-YMCA Kids & Company a

Inc.
TOTAL OR WEIGHTED AVERAGE
BOCA RATON, FL

One Boca Place N/A
Scott Center N/A
Crocker Financial Plaza N/A

TOTAL OR WEIGHTED AVERAGE

ngineers, Inc.
bile Systems,

ations Corp.
ations Corp.
t Pelham Falls,
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BUILDING YEA

PROPERTY TYPE (1) BUI
CHARLOTTE, NC
Oakhill Business Park- O 19
Twin Oaks
Oakhill Business Park- O 19
Water Oak
Oakhill Business Park-Scarlet Oak O 19
Oakhill Business Park-English Oak O 19
Oakhill Business Park-Willow Oak O 19
Oakhill Business Park-Laurel Oak (0] 19
TOTAL OR WEIGHTED AVERAGE
MEMPHIS, TN
International Place Phase I O 19
Southwind Office Center "A" (0] 19
Southwind Office Center "B" (0] 19
Kirby Centre (0] 19
Medical Properties, Inc. O 19
TOTAL OR WEIGHTED AVERAGE
RESEARCH TRIANGLE, NC
ONCC-Phase | S 19
ONCC-"W" Building O 19
5301 Departure Drive S 19
ONCC 3645 Trust Drive (0] 19
ONCC 5220 Green's Dairy Road (@) 19
ONCC 5200 Green's Dairy Road O 19
TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN
Grassmere | S 19
Grassmere |l S 19
Grassmere | S 19
TOTAL OR WEIGHTED AVERAGE
COLUMBIA, SC
Fontaine | (0] 19
Center Point | (0] 19
Fontaine Il (0] 19
Fontaine 111 (0] 19
Fontaine V O 19
TOTAL OR WEIGHTED AVERAGE
ORLANDO, FL
Metrowest | (e} 19
Southwest Corporate Center O 19
TOTAL OR WEIGHTED AVERAGE

TENANTS

25% O
OF RE

SQUARE

PROPERTY MARCH

CHARLOTTE, NC

Oakhill Business Park-

Twin Oaks

Oakhill Business Park- N/A

Water Oak

Oakhill Business Park-Scarlet Oak Krueger Ringier,
The Computer Gro

Oakhill Business Park-English Oak The Employers As
Carolinas

Oakhill Business Park-Willow Oak Coats American

Oakhill Business Park-Laurel Oak Paramount Parks
Woolpert Consult

TOTAL OR WEIGHTED AVERAGE

MEMPHIS, TN

International Place Phase I AC Humko Corp.,
International Pa

Southwind Office Center "A" Promus Hotels, |

Southwind Office Center "B" Check Solutions,

Kirby Centre Financial Federa
Union Central Li

Medical Properties, Inc. Health Tech Affi

TOTAL OR WEIGHTED AVERAGE

RESEARCH TRIANGLE, NC

ONCC-Phase |

ONCC-"W" Building

Springs Industri

Monolith Corpora
International Bu
Corp.
5301 Departure Drive ABB Power T&D Co
Cardiovascular D
ONCC 3645 Trust Drive Customer Access
ONCC 5220 Green's Dairy Road N/A

ONCC 5200 Green's Dairy Road Carolina Power &

PERCENT PERCENT
RENTABLE LEASED AT OCCUPIED AT PER
R SQUARE MARCH 31, MARCH31, OFF

LT FEET 1996 1996 FIN
85 97,652 94% 94%
85 90,853 97 97
82 76,433 100 100
84 55,013 100 100
82 38,448 100 0
84 38,448 74 74
396,847 95% 85%
88 208,006 100 100
91 62,179 100 99
20 61,860 100 98
84 32,007 98 98
88 18,079 100 100
382,131 100% 99%
81 101,127 92 92
83 91,335 100 100
84 84,899 100 100
84 50,652 81 81
84 29,869 100 100
84 18,317 82 82
376,199 95% 95%
85 145,092 94 94
20 103,000 100 100
84 87,902 100 100
335,994 97% 97%
85 97,576 96 96
88 71,380 100 95
87 70,762 62 57
88 57,888 100 100
20 21,107 100 100
318,713 90% 88%
88 102,019 99 99
84 98,777 100 100
200,796 100% 100%
LEASING
R MORE
NTABLE
FEET AT
31, 1996
es, Inc.
Inc.,
up, Inc.

sociation of the

Inc.,
ants

per Company
nc.

Inc.

| Savings Bank,
fe Insurance Co.
liates, Inc.

tion

siness Machines
., Inc.,
iagnostics, Inc.

Resources, Inc.

Light Company

CENT
ICE
ISH

85%
100

70
100
100

100
100
100
100
100

80
100

100
100

90
100



TOTAL OR WEIGHTED AVERAGE
NASHVILLE, TN

Grassmere || N/A

Grassmere lll Harris Graphics

Grassmere | Contel Cellular

TOTAL OR WEIGHTED AVERAGE

COLUMBIA, SC

Fontaine | Blue Cross and B
South Carolina

Center Point | Sedgewick James
Inc.,
BellSouth Mobili

Fontaine Il N/A

Fontaine 111 Companion Health

Fontaine V Roche Biomedical
Inc.

TOTAL OR WEIGHTED AVERAGE

ORLANDO, FL

Metrowest | N/A

Southwest Corporate Center Walt Disney Worl

TOTAL OR WEIGHTED AVERAGE

Corporation

of Nashville, Inc.
lue Shield of

of South Carolina,
ty, Inc.

Care
Laboratories,

d Co.
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PERCENT PERCENT

RENTABLE LEASED AT OCCUPIED AT PER CENT
BUILDING YEA R SQUARE  MARCH 31, MARCH 31, OFF ICE
PROPERTY TYPE (1) BUI LT FEET 1996 1996 FIN ISH
NORFOLK, VA
Battlefield | S 19 87 97,633 100% 100% 10%
Greenbrier Business Center O 19 84 81,373 100 100 80
TOTAL OR WEIGHTED AVERAGE 179,006 100% 100%
ASHEVILLE, NC
Ridgefield Il (0] 19 89 63,500 100 84 80
Ridgefield | S 19 87 60,677 100 100 70
TOTAL OR WEIGHTED AVERAGE 124,177 100% 92%
BIRMINGHAM, AL
Grandview | (0] 19 89 111,905 98% 98% 100
PIEDMONT TRIAD, NC
Deep River | (0] 19 89 78,094 100 100 90
Forsyth | O 19 85 51,236 58 58 100
TOTAL OR WEIGHTED AVERAGE 129,330 83% 83%
JACKSONVILLE, FL
Towermarc Plaza (0] 19 91 50,513 100% 100% 100
TOTAL OR WEIGHTED AVERAGE 5,661,823 95% 93%
OF ALL CROCKER PROPERTIES
TOTAL OR WEIGHTED AVERAGE
OF ALL PROPERTIES 15,726,511 94% 93%
TENANTS LEASING
25% O R MORE
OF RE NTABLE
SQUARE FEET AT
PROPERTY MARCH 31, 1996
NORFOLK, VA
Battlefield | Kasei Memory Pro ducts, Inc.
Greenbrier Business Center Canon Computer S ystems, Inc.,
Roche Biomedical Laboratories,
Inc.
TOTAL OR WEIGHTED AVERAGE
ASHEVILLE, NC
Ridgefield Il N/A
Ridgefield | Memorial Mission Hospital, Inc.
TOTAL OR WEIGHTED AVERAGE
BIRMINGHAM, AL
Grandview | Computer Science s Corporation
PIEDMONT TRIAD, NC
Deep River | N/A
Forsyth | Alexander & Alex ander

TOTAL OR WEIGHTED AVERAGE
JACKSONVILLE, FL
Towermarc Plaza Aetna Casualty
TOTAL OR WEIGHTED AVERAGE
OF ALL CROCKER PROPERTIES
TOTAL OR WEIGHTED AVERAGE
OF ALL PROPERTIES

(1) I = Industrial, S = Service Center and O = CHfi

(2) Raleigh Neurology Clinic has an option to pursh 33% of the Property in December 1998 for cagtieahen current fair market value,
to be determined by an independent appraiser.

(3) CompuChem's lease expired May 31, 1996.

(4) Glaxo Wellcome has the option to purchase tiogp&ty from March 1997 to the earlier of leasenti@ation (currently March 2000) or
March 2003 for cash at the then current fair mavkiie to be determined by an appraiser chosehébZompany, provided the terms of such
purchase are acceptable to the Company and GlaXodive.

(5) Highland Industries, Inc., which entered intbCayear lease beginning January 1991, has therogtiring the term of its lease to purchase
the Property for a price of $1,034,000 during eaictine first five years and, thereafter, at dedrepamounts through the tenth year of the
lease term when the price will be $926,000.

(6) Ivy Distribution Center enables the Compangstablish relationships with potential tenants ttesid large blocks of affordable storage
space, frequently on a shaerm basis. With the exception of 1989 when théding was renovated to convert it from a manufaotyfacility
to a bulk warehouse facility, vy Distribution Centas produced a positive cash flow every yeaesitis acquisition in 1978.

(7) Pump Parts & Services, Inc. has an option tolmse the Property for a purchase price of $3Fe8Bquare foot ($561,708) (as of Aug



1995) subject to a minimum increase in the per it purchase price of 5% per year.

(8) Properties subject to ground lease expiringeb@mer 31, 2082. The Company has the option to pseckand during the lease term at the
greater of $35,000 per acre or 85% of appraisedkval

(9) Kroger Co. has an option to purchase the Ptpperough January 2001. The purchase price utdeoption is $10 million through
January 1999 (and $10.8 million from January 1988ugh January 2001) subject to all encumbrandes,ymamortized tenant improveme
funded by the Company and unamortized leasing cssiams.
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DIRECTORS AND EXECUTIVE OFFICERS

MANAGEMENT

The following table sets forth certain informatiaith respect to the directors and executive offaafrthe Company:

NAME AGE PRINCIPAL OCCUPATIO

O. Temple Sloan, Jr. 56 Director and Chairm
of the Company and
chairman of General
which he founded. M
is a trustee of St.

Ronald P. Gibson 51 Director, President
has served as its p
predecessor since i
and Office Realtors

William T. Wilson, Ill 42 Director, Executive
1982 and served as
serves on the board
the Department of P
House, Inc.

John L. Turner 49 Director, Vice Chai
began his career in
1975. Mr. Turner is
recruiting organiza
visitors and on the

John W. Eakin 41 Director and Senior
Florida and Alabama
merger of Eakin & S
and president of Ea
industrial space in

Thomas S. Smith 37 Director and Vice P
on April 1, 1996 in
the combination, Mr
formation in 1987.

Thomas W. Adler 55 Director. Mr. Adler
fee-based real esta
Grubb and Ellis Ins
Adler served five y
National Associatio
of the Society of |
directors of the Na
governors of the Am
Urban Land Institut

William E. Graham, Jr. 66 Director. Mr. Graha
Before joining Hunt
Carolina Power & Li
is a former member
serves on the Ralei
directors of BB&T M
Plan of North Carol

Robert L. Kirby 65 Director. Mr. Kirby
banking business in
North Carolina Nati
of the board of dir
board of directors

NS AND OTHER DIRECTORSHIPS

an of the Board of Directors. Mr. Sloan is a founde
most recently served as its secretary-treasurer. Mr
Parts, Inc., a nationwide distributor of automobil

r. Sloan is vice chairman of the board of trustees
Andrews College.

and Chief Executive Officer. Mr. Gibson is a found
resident since its incorporation in 1992 and as man
ts formation in 1978. Mr. Gibson is a member of the
and is a director of Capital Associated Industries
Vice President and Chief Operating Officer. Mr. Wi
its president from 1993 until its merger with the C
of directors of Amos Cottage Rehabilitation Hospit
ediatrics of Bowman Gray School of Medicine, Old Sa

rman of the Board of Directors and Chief Investment
the real estate industry in 1969 and co-founded Fo
active in several Piedmont Triad economic developm
tions. Mr. Turner serves on the University of North
Winston-Salem board of directors of NationsBank.
Vice President. Mr. Eakin is responsible for opera

. Mr. Eakin joined the Company on April 1, 1996 upo
mith into the Company. Prior to the combination, Mr
kin & Smith, Inc., which managed, leased and develo
Nashville, Tennessee.

resident. Mr. Smith joined the Company as a directo
connection with the Company's combination with Eak
. Smith was a founder and chairman of Eakin & Smith

is chairman and a principal of Cleveland Real Esta
te service company based in Cleveland, Ohio. Mr. Ad
titutional Investment Group and previously served a
ears as a member of the executive committee and boa
n of Real Estate Investment Trusts, and he was nati
ndustrial and Office Realtors. Mr. Adler formerly s
tional Association of Realtors and currently serves
erican Society of Real Estate Counselors. He is an

e.

m is a lawyer in private practice with the firm of

on & Williams on January 1, 1994, Mr. Graham was vi
ght Company and had previously served as its genera
of the board of directors of Carolina Power & Light

gh board of directors of NationsBank. He also serve
utual Funds Group and is a former director of Kaise
ina.

is a self-employed management consultant. Before r
1990, Mr. Kirby spent 34 years with NationsBank an
onal Bank. At the time of his retirement, he was pr
ectors of NCNB National Bank of Florida. Mr. Kirby

of NationsBank of Texas, N.A. and Cato Corporation.
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Society of Industrial

Ison joined Forsyth in
ompany. Mr. Wilson
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lem, Inc. and Reynolda

Officer. Mr. Turner
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ent and business
Carolina board of

tions in Tennessee,

n consummation of the
. Eakin was a founder
ped office and
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in & Smith. Prior to
, Inc. since its

te Partners, a

ler helped create the
s its president. Mr.

rd of governors of the
onal president in 1990
erved on the board of
on the board of
active member of the

Hunton & Williams.

ce chairman of

| counsel. Mr. Graham
Company and currently
s on the board of

r Foundation Health

etiring from the

d its predecessor,
esident and a member
is a member of the



NAME AGE PRINCIPAL OCCUPATIO
L. Glenn Orr, Jr. 55 Director. Mr. Orri
board of directors,
Branch Banking and
officer of Forsyth
is former president
Forest University.
Willard H. Smith, Jr. 59 Director. Mr. Smith
Merrill Lynch, whic
1983. Mr. Smith wor
on the company's RE
directors of Cohen
Total Return Realty
Stephen Timko 67 Director. Mr. Timko
president of financ
executive vice pres
Edward J. Fritsch 37 Senior Vice Preside
Company's Research
certified property
Carman J. Liuzzo 35 Vice President, Chi
and currently serve
was vice president
Boddie-Noell Restau
John E. Reece I 36 Vice President. Mr.
area properties. Mr
the Piedmont Triad
Developers.

NS AND OTHER DIRECTORSHIPS

s a director of Southern National Corporation and w
president and chief executive officer prior to its

Trust. Mr. Orr, who previously served as president
Bank and Trust Co. and president of Community Bank
of the North Carolina Bankers Association. He is a

joined the board on April 29, 1996. Mr. Smith rece

h he joined in 1979. He was named a managing direct
ked in the firm's equity underwriting syndicate and

IT equity underwriting efforts. Mr. Smith is a memb

& Steers Realty Shares, Cohen & Steers Realty Incom
Fund and Essex Property Trust, Inc.

is treasurer of Beaunit Corporation. He has served

ial affairs for Temple University and chief financi

ident of finance and administration for Beaunit Cor

nt and Secretary. Mr. Fritsch is responsible for th
Triangle division. Mr. Fritsch joined the Company i
manager.

ef Financial Officer and Treasurer. Mr. Liuzzo join

s as chief financial officer. Prior to joining the

and chief accounting officer for Boddie-Noell Enter
rant Properties, Inc. Mr. Liuzzo is a certified pub
Reece is responsible for the operations of the Com

. Reece serves on the executive committee and is a
Chapter of the National Association of Industrial a

as its chairman of the
recent merger with
and chief executive
in Greenville, S.C.,
trustee of Wake

ntly retired from

or at Merrill Lynch in

, since 1992, focused

er of the board of

e Fund, Cohen & Steers

as associate vice
al officer and
poration.

e operations of the
n 1982 andis a

ed the Company in 1994
Company, Mr. Liuzzo
prise, Inc. and

lic accountant.

pany's Piedmont Triad
former president of

nd Office Park

In addition, Thomas F. Cochran has agreed to se\zevice president and will be an executive offafehe Company upon consummation of
the Merger. Mr. Cochran will manage the CharldBegenville and Atlanta regions. Mr. Cochran serasdenior vice president for
NationsBank from 1987 to 1993 where he was resptfir development and asset management of 4ved€tocker Properties. In 1993
joined Patriot American Asset Management where &g avsenior vice president and continued the mamexgteof 47 Crocker Properties. N
Cochran became senior vice president with Crocenuhe merger of Southeast Realty Corp. with Geoétealty Investors, Inc. in July
1995.

In addition, Messrs. Harris, Peek and Vallace, at®officers of Crocker, have agreed to serve fiseo$ of Highwoods upon consummation
of the Merger. See "Recent Developments -- Penfleguisition of Crocker Realty Trust, Inc."
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UNDERWRITING

Subject to the terms and conditions containederténms agreement and the related underwritingeaggat (collectively the "Underwriting
Agreement"), the Company has agreed to sell to efttie underwriters named below (the "Underwrltgrand each of the Underwriters, for
whom Merrill Lynch, Pierce, Fenner & Smith Incorpted ("Merrill Lynch"), Dean Witter Reynolds Inddorgan Stanley & Co. Incorporate
PaineWebber Incorporated, Prudential Securitiesrparated, The Robinson-Humphrey Company, Inc.2owit & Stringfellow, Inc. are
acting as representatives (the "Representativiea)severally agreed to purchase from the Comphayespective number of shares of
Common Stock set forth below opposite their redpectames.

NUMBER OF

UNDERWRITER SHARES
Merrill Lynch, Pierce, Fenner & Smith

INCOTPOrAted...cccvcviiiiiiceccis e —————————————
Dean Witter Reynolds INC....ccccoovvvveevcce e
Morgan Stanley & Co. Incorporated................ L
PaineWebber Incorporated.........ccccocevvceee
Prudential Securities Incorporated................ L
The Robinson-Humphrey Company, INC.....cc.ccceeeee. i,
Scott & StrNGfelloW, INCu.ccvicviccieeicces e ———————————

Totaloiiiiciiiiciis e 10,000,000

In the Underwriting Agreement, the several Undetevs have agreed, respectively, subject to thestammd conditions set forth in the
Underwriting Areement, to purchase all of the skaeCommon Stock being sold pursuant to the Undeéng Agreement if any such shares
are purchased. Under certain circumstances, thenttoments of non-defaulting Underwriters may be @ased.

The Representatives have advised the Companyhihatriderwriters propose initially to offer the stmof Common Stock to the public at
public offering price set forth on the cover pad¢his Prospectus Supplement and to certain deatessch price less a concession not in
excess of $ per share. The Underwriters may akblma,such dealers may re-allow, a discount not cesx of $ per share on sales to certain
other dealers. After the initial public offeringpet public offering price, concession and discouay fbe changed.

The Company has granted to the Underwriters amopéxercisable for 30 days after the date ofRinaspectus Supplement, to purchase |
1,500,000 additional shares of Common Stock to Icover-allotments, if any, at the initial offeripgice to the public less the underwriting
discount set forth on the cover page of this PrasgeSupplement. If the Underwriters exercise dipison, each Underwriter will have a firm
commitment, subject to certain conditions, to pasghapproximately the same percentage thereof wiichumber of shares of Common
Stock to be
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purchased by it shown in the foregoing table b&atke total number of shares of Common Stockaltioffered hereby.

In the Underwriting Agreement, the Company has edjte indemnify the Underwriters against certaailities, including liabilities under
the Securities Act. Insofar as indemnificationtwf tUnderwriters for liabilities arising under thec8rities Act may be permitted pursuant to
the foregoing provisions, the Company has beerrriméd that in the opinion of the SEC such indematfan is against public policy as
expressed in the Securities Act and is therefoemfarceable.

The Company and the executive officers and direatbthe Company have agreed that for a perio@6fdays from the date of this
Prospectus Supplement they will not, without therwritten consent of Merrill Lynch, sell, offeo sell, grant any option for the sale of, or
otherwise dispose of any shares of Common Stoekpisecurity convertible into or exercisable foargls, except for the issuance of
Common Stock in connection with property acquisisiothe 1994 Stock Option Plan or the conversiddrofs.

Merrill Lynch from time to time provides investmdpdnking and financial advisory services to the @any. Merrill Lynch also acted as
representative of various underwriters in connectiith public offerings of the Company's Commonc&tm 1994 and 1995. In connection
with the Merger, Morgan Stanley & Co. Incorporateddered advisory services and provided an opitidhe Board of Directors of the
Company for which they will be paid a total feeapproximately $3.3 million.

The Common Stock is listed on the New York Stocktlznge under the symbol "HIW."
LEGAL MATTERS

Certain legal matters will be passed upon for tbenfany by Smith Helms Mulliss & Moore, L.L.P., Rgle, North Carolina. Certain legal
matters related to the Offering will be passed ufoorthe Underwriters by Andrews & Kurth L.L.P., \8lington, D.C. Smith Helms Mulliss
& Moore, L.L.P. and Andrews & Kurth L.L.P. will relon Piper & Marbury L.L.P., Baltimore, Maryland &scertain matters of Maryland
law.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING BALANCE SHEET (UNAUDI TED)

MARCH 31, 1996
(IN THOUSANDS)

EAKIN & SMITH CROCKER
HISTORICAL ( A) TRANSACTION OFFERING (F) REALTY TRUST (G) MERGER
ASSETS
Real estate assets, net........... $602,276 $91,911(b) $ - $376,039 $ 155,299(h)
Cash and cash equivalents......... 8,383 258,420 17,742 (258,420)(i)
Accounts and notes
receivables..........ccceeunn. 7,861 1,557
Accrued straight line rent
receivable..............cc.... 3,807 3,461
Other assets..........ccccvveunee 10,317 14,635 (5,131)(j)
$632,644 $91,911 $258,420 $413,434 $(108,252)
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable....... $196,718 $63,680(c) $ -- $239,502 $ 50,411(i)
Accounts payable, accrued expenses
and other....................... 9,977 15,269
Total liabilities... 206,695 63,680 - 254,771 50,411
Minority interest................ 73,440 14,772(d)
Stockholders' equity
Common stocK.................... 194 5(e) 100 270 (270)(k)
Additional paid in capital...... 355,248 13,454(e) 238,320 158,393 (158,393)(k)
Distributions in excess of net
arningS......ccceevveeenns (2,933)
Total stockholders' equity........ 352,509 13,459 258,420 158,663 (158,663)
$632,644 $91,911 $258,420 $413,434 $(108,252)
PRO FORMA
ASSETS
Real estate assets, net........... $1,225,525
Cash and cash equivalents......... 26,125
Accounts and notes
receivables..........cccoeunn. 9,418
Accrued straight line rent
receivable.............ccc.uv. 7,268
Other assets..........ccccvvvvneee 19,821
$1,288,157

LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable....... $ 550,311
Accounts payable, accrued expenses

and other..... 25,246
Total liabilities... 575,557
Minority interest................ 88,212
Stockholders' equity:

Common stocK............c....... 299

Additional paid in capital...... 627,022

Distributions in excess of net

arnings.......ccceueveeens (2,933)
Total stockholders' equity........ 624,388
$1,288,157



HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA BALANCE SHEET (UNAUDITED)
MARCH 31, 1996
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed inimgtbalance sheet is presented as if the follgwiansactions had been
consummated on March 31, 1996: (a) the completidhepacquisition of Eakin & Smith, Inc. and itdidites ("Eakin & Smith"), (b) the
completion of the proposed Crocker Realty Trust, (Crocker") stock purchase and merger (the "Melgand (c) the issuance of
10,000,000 shares of Common Stock at an assumes @fr$27.375 per share (the "Offering").

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 themastid fair values which may be subject to furteéinement, including appraisals and other
analyses. Management does not expect that thedfiloahtion of the purchase prices for the abowgiesitions will differ materially from the
preliminary allocations.

This unaudited pro forma condensed combining bal@aheet should be read in conjunction with thefpnma condensed combining
statement of operations of the Company for thetguanded March 31, 1996 and information includeden the captions "The Company"
and "Recent Developments" in this Prospectus Supgi¢ the consolidated financial statements aratedlnotes of the Company includec
its Annual Report on Form 10-K for the year endegt&@nber 31, 1995, the unaudited financial statesraamd related notes of the Company
included in its Quarterly Report on Form 10-Q foe guarter ended March 31, 1996, and the finastas¢ments and related notes of the
entities acquired by the Company included in itsr@ut Reports on Form 8-K dated February 10, 1908, 12, 1995, December 18, 1995,
April 1, 1996 and April 29, 1996 (each, as may hiagen amended) incorporated by reference in thisgectus Supplement. The pro forma
financial statements and related notes to thegmmod financial statements of the entities acquingthe Company included in its Form 8-K
dated April 1, 1996 and April 29, 1996 does noegffect to the Offering mentioned above.

The pro forma condensed combining balance sheetasdited and is not necessarily indicative of wthatactual financial position would
have been had the aforementioned transactionsligabeaurred on March 31, 1996 nor does it purpontepresent the future financial
position of the Company.

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET

(a.) Represents the Company's historical balaneetslontained in the Company's Quarterly Repoffam 10-Q for the quarter ended
March 31, 1996.

(b.) Represents the initial purchase price of $80,@00 for the seven in-service suburban officepertes totaling 848,000 square feet, the
103,000-square foot suburban development proj8cactes of development land and Eakin and Smitblesibage and property management
operations (the "Eakin & Smith Transaction") plissing costs of approximately $300,000. The ergirechase price was allocated to the real
estate assets based on the fair value at the tlatejaisition. Additionally, the Company has enteirgto a contingent consideration
arrangement with the three principals of Eakin &itBrwhereby an additional 54,056 shares of comntocksmay be issued to these
individuals if third-party service revenue attribble to the Eakin & Smith brokerage and propertpagament operations exceed specified
levels in future periods. Any contingent considieraissued will be recorded as additional purchas= and allocated to the fair value of the
brokerage and property management operations. #esl mo Note 1, the initial allocation at estimafait value may be subject to further
refinement, however, management does not expedintieallocation will differ materially from thergliminary allocations.

(c.) Represents the assumption of $37,027,000 ofgage indebtedness at an average rate of 8.0%a@nalwings on the Company's Credit
Facility of $26,653,000 to fund the cash comporgéithe Eakin & Smith Transaction.

(d.) Represents the issuance of 537,138 Units gifitdbods/Forsyth Limited Partnership valued at tipeilAL, 1996 closing price of the
Company's Common Stock of $27.50 to the sellecoimection with the Eakin & Smith Transaction.
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA BALANCE SHEET -- CONTINUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSHBALANCE SHEET -- Continued
(e.) Represents the issuance of 489,421 sharesmimon Stock valued at the April 1, 1996 closingemf $27.50 to the sellers in connect
with the Eakin & Smith Transaction.

(f.) Represents the issuance of 10,000,000 shahe iOffering and the investment of the net prdedére cash and cash equivalents. In
determining net proceeds from the Offering, undéing discounts and other offering costs have lEssumed to equal $15,330,000.

(9.) Represents the historical balance sheet ofkéroas of March 31, 1996.
(h.) Represents the adjustment to record the stalecassets of Crocker at their fair values.

(i.) Represents the funding of the cash purchase for the outstanding common stock of Crocker 486,087 shares outstanding at $11.02
per share or $297,331,000) and the expenses dMéehger ($11,500,000). The total cash requireme3dB,831,000 is assumed to be fun
from the net proceeds from the Offering of $258,820 described in (f.) above and through a dramftee Company's credit facility of
$50,411,000.

(j.) Represents the elimination of the managementract and goodwill assets included in the Crotistorical balance sheet.
(k.) Represents the elimination of the common stutt additional paid in capital amounts includethm Crocker historical balance sheet.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIO NS (UNAUDITED)

FOR THE QUARTER ENDED MARCH 31, 1996
(IN THOUSANDS, EXCEPT PER SHARE DATA)

MERGER
EAKIN & SMITH CROCKER PRE-ACQUISI TION PRO FORMA
HISTORICAL(A ) TRANSACTION(B) HISTORICAL(C) RESULTS(D )  ADJUSTMENTS
REVENUE:
Rental property. $3,000 $16,970 $520 $ 300(e)
Other income...........cceeeuns 964 890 12 (563)(f)
3,964 17,860 532 (263)
OPERATING EXPENSES:
Rental property................... 6,154 957 6,310 179 (615)(g)
Leasing, development and
CONStruction..........ccceeee.e -- 452 - -
Depreciation and amortization..... 3,716 526 2,722 108 (317)(h)
Interest expense:
Contractual.........c.cccevene 3,542 739 5,055 215 1,350(i)
Amortization of deferred
financing costs.............. 409 272 78())
3,951 739 5,327 215 1,428
General and administrative 153 1,870 (1,673)(k)
Income before minority interest... 1,137 1,631 30 914
Minority interest................ (18)(I)
Net income................. $1,137 $1,631 $ 30 $ 896

Net income per share..............
Weighted average shares

PRO FORMA
REVENUE:
Rental property................... $44,175
Other income............ecc...... 1,675
45,850
OPERATING EXPENSES:
Rental property................... 12,985
Leasing, development and
CONSEruCtion...........ceeene 452
Depreciation and amortization..... 6,755
Interest expense:
Contractual..................... 10,901

Amortization of deferred
financing costs

General and administrative........ 1,284
Income before minority interest... 12,714
Minority interest................ (1,589)

Net income................. $11,125

Net income per share.............. $ 0.37
Weighted average shares........... 29,897
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS (UNAUDIT ED)
FOR THE QUARTER ENDED MARCH 31, 1996
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 complefitihe Eakin & Smith Transaction and (b) the cortipteof the Merger and the Offering.

This unaudited pro forma condensed combining statémf operations should be read in conjunctiomwite pro forma condensed balance
sheet of the Company for the quarter ended Marcli @36 and information included under the captitiiee Company" and "Recent
Developments" in this Prospectus Supplement; theaalated financial statements and related ndtésecCompany included in its Annual
Report on Form 10-K for the year ended Decembef 825, the unaudited financial statements ande@labtes of the Company included in
its Quarterly Report on Form 10-Q for the quarteded March 31, 1996, and the financial statememdselated notes of the entities acquired
by the Company included in its Current Reports omi8-K dated February 10, 1995, July 12, 1995 dbdwer 18, 1995, April 1, 1996 and
April 29, 1996 (each, as may have been amendedjpncated by reference in this Prospectus Supplerée pro forma financial stateme
and related notes to the pro forma financial stat@mof the entities acquired by the Company iredlid its Form 8-K dated April 1, 1996
and April 29, 1996 does not give effect to the @ffg mentioned above.

The pro forma condensed combining statement ofabipeis does not reflect approximately $5,000,000arf-recurring expenses which the
Company expects to incur in connection with thedken Transaction.

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 transactictoglly 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 statenfesgierations contained in its Quarterly ReporFonm 10-Q for the quarter ended March
31, 1996.

(b.) Reflects the historical statement of operatiohEakin & Smith for the quarter ended March Ba96.

(c.) Represents the historical statement of opmratof Crocker contained in its Quarterly ReporfFonm 10-Q for the quarter ended March
31, 1996.

(d.) Reflects the historical operations of the Towarc properties, which were acquired by Crockedamuary 16, 1996, adjusted on a pro
forma basis for interest (assumed debt of $57,8Wed an average rate of 9.0%) and depreciatioaresg for the period from January 1,
1996 to January 16, 1996, the date of the acquisdf Towermarc. Depreciation expense is calculatethe purchase price allocated to
buildings $(61,051), site improvements ($5,201) tamhnt improvements $(2,040) with depreciatiocwated on a straight-line basis over
useful lives of 40 years, 15 years, and the lifthefrespective leases, respectively.

(e.) Reflects incremental rental income from a teage agreement entered into in connection witiMibger. The lease agreement is a
condition of the Merger.

(f.) Reflects the elimination of certain third-patéasing and property management income of Crockeretained by the Company.

(9.) Reflects the net adjustment to rental propexiyenses to eliminate the costs related to cestssats (primarily land held for development)
which will be distributed to the current stockhatelef Crocker ($200,000) and for other propertyrapirg costs (primarily personnel and
office costs for duplicative property managemergrafions) that are expected to be eliminated upercdompletion of the Merger ($415,000).
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS -- CONTI NUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDOMBINING STATEMENT OF

OPERATIONS -- Continued

(h.) Represents the net adjustment to depreciatipense based upon an assumed allocation of thbgag price to land, buildings, furniture,
fixtures and equipment and development in procedsbailding depreciation computed on a straight-liasis using an estimated life of 40
years for buildings and 7 years for furniture, divds and equipment as follows (in thousan

Eakin & Smith Transaction.........cccccceeeeeeee. L $ (73)
1Y 1= o =Y P UPUU PR (244)
TOtAl i e, $(317)

(i.) Represents the net adjustment to interestrespto reflect interest costs on borrowings unideiGompany's Credit Facility at an assumed
rate of 7.0% (the capped interest rate based @da® LIBOR rate of 5.50% plus 1.50%) as followstiousands):

Eakin & Smith Transaction (1)......cccceeeeeeeees e $ 468
MEFQEr (2).ueveeiiiiiiie i e 882
TOtAl o e $1,350

(1) $26,653,000 of borrowings at 7.0% for three then
(2) $50,411,000 of borrowings at 7.0% for three then
(j.) Represents the amortization of the commitnieat($937,000) on the Credit Facility over the 36nth term.

(k.) Represents the net adjustment to general dmindstrative expense to reflect the estimatedemzntal costs (primarily salaries) to the
Company of operating a Nashville division and tibex the elimination of certain costs (primarilyegutive salaries ($250,000),
administrative costs ($575,000), the expenses liadup generate third-party revenue ($600,000)thaexpenses of operating as a public
entity ($295,000)) of Crocker not expected to lumed by the Company as follows (in thousands):

Eakin & Smith Transaction..........cccccceeeeeeee. L. $ 47
1Y =T o Y P OUUPUU ORI (1,720)
TOtAliiiciece e e, $(1,673)

(.) Represents the net adjustment to minorityrggeto reflect the pro forma minority interestqmrtage of 12.5%.
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED COMBINING STATEMENT OF OPERATIO NS (UNAUDITED)

FORSYTH
PROPERTIES
TRANSACTIONS
RESEARCH COMMONS
ACQUISITION AND
SECOND OFFERING
HISTORICAL (A) (B)
REVENUE:
Revenue:
Rental
property....... $71,217 $4,362
Other income.... 2,305 50
73,522 4,412
OPERATING
EXPENSES:
Rental
property.......
Leasing,
development and
construction... - -
Depreciation and
amortization...
Interest
expense:
Contractual....
Amortization of
deferred
financing

17,049 923

11,082 985

12,101 888

1,619 46
13,720 934

General and
administrative...
Income before

2,737 83

1,487

Minority

interest....... (4,937)
Income before
extraordinary

$ 23,997

(384)

$1,103
Income per

share before
extraordinary

item.......... $ 1.55
Weighed average
shares........ 15,487
PRE-

ACQUISITION PRO FORMA P

RESULTS (G) ADJUSTMENTS  FO
REVENUE:

Revenue:

Rental

property....... $23,985
Other income.... 2,380

26,365

OPERATING
EXPENSES:
Rental
property.......
Leasing,
development and
construction... -- --
Depreciation and
amortization...
Interest
expense:
Contractual....
Amortization of
deferred
financing

$1,200(h) $16
(2,628)(i)
(1,428) 17

9,619  (2,030)() 4

4,881 (972)(k) 2

5689  6,196() 4

312(m)
5,689 6,508 4
General and
administrative...
Income before
minority
interest......
Minority
interest....... -
Income before
extraordinary

$ 3,800

2,376 (4,652)(n)

3,800  (282)

(218)(0)  (

$ (498) $ 4

FOR THE YEAR ENDED DECEMBER 31, 1995

(IN THOUSANDS, EXCEPT PER SHARE DATA)

OTHER

COMBINED

COMPANY

PRE-MERGER
AND

EAKIN &

THIRD SMITH

ACQUISITIONS (C) OFFERING (D)

RO
RMA

5,133
7,009
2,142

5,642

583

6,587

5,235

2,571
7,806

4,218

47,306

5,913)

1,393

$12,658

12,658
3,368

1,883

3,586

$ - $88237
- 2,355
- 90,592
135 21,475
- 13,950
(1,598) 14,977
- 1,665
(1,598) 16,642
98 2,918
1,365 35,607
(376)  (5,697)
$ 989  $29,910

TR
PRO FORMA

EAKIN & MERGER
SMITH
ANSACTION  CROCKER
(E)  HISTORICAL (F)
$ 9,222  $42,489
3,125 1,777
12,347 44,266
2,977 13,601
583 -
1,956 6,772
2,161 16,212
- 594
2,161 16,806
763 2,813
3,907 4274
$ 3,907 $ 4274



Income per
share before

9,897
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS (UNAUDIT ED)
FOR THE YEAR ENDED DECEMBER 31, 1995
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensed ioimgbstatement of operations is presented agifdhlowing transactions had been
consummated on January 1, 1995:

(a.) the acquisition of 57 properties, 76 acrededfelopment land and the business operations sf/ffoProperties, Inc. and its affiliates (the
"Forsyth Transaction");

(b.) the acquisition of six properties (the "Resba€ommons Properties") and 60 acres of developfardtlocated in the Research Comm
office park (the "Research Commons Acquisition");

(c.) the issuance of 5,640,000 shares of CommockStbthe Company at a price of $20.75 per shaweid in connection with the Forsyth
Transaction (the "Second Offering");

(d.) the acquisition of 56 properties and six aafedevelopment land (the "Bissell Portfolio”) léed in Greensboro and Charlotte, North
Carolina; the acquisition of five properties (thdotk Portfolio") located in Durham, North Carolirtag acquisition of six properties (the
"Parkway Plaza Portfolio") located in Charlotte,ri¥ioCarolina; the acquisition of two propertiese(ttnitial Innsbrook Portfolio") located in
Richmond, Virginia; the acquisition of six propesi(the "Ross-Kreckman Portfolio") located in Ricmd, Virginia; the acquisition of two
properties (the "DEQ Property") located in Richmovidtginia; and the acquisition of 62 acres of depenent land (the "DEQ Land") located
in Richmond, Virginia (collectively, the "Other Auatpitions");

(e.) the issuance of 4,774,989 shares of Commark $ifcthe Company at a price of $24.50 per shére (Third Offering");
(f.) the completion of the Eakin and Smith Trangact

(9.) the completion of the Merger; and

(h.) the completion of the Offering.

This unaudited pro forma condensed combining statémf operations should be read in conjunctiom wite pro forma condensed combir
balance sheet of the Company for the quarter ehtdedh 31, 1996 and information included under thgtions "The Company" and "Recent
Developments" in this Prospectus Supplement; theaaated financial statements and related ndtdsecCompany included in its Annual
Report on Form 10-K for the year ended Decembefi 835, the unaudited financial statements andeglabtes of the Company included in
its Quarterly Report on Form 10-Q for the quarteded March 31, 1996, and the financial statememdselated notes of the entities acquired
by the Company included in its Current Reports omi38-K dated February 10, 1995, July 12, 1995 ebdwer 18, 1995, April 1, 1996 and
April 29, 1996 (each, as may have been amendedjgncated by reference in this Prospectus Supplemen

The pro forma condensed combining statement ofabipeis does not reflect approximately $5,000,000arf-recurring expenses which the
Company expects to incur in connection with the déer

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 transaddictuslly occurred on January 1, 1995 nor doesrjiqrt 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
1995.
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS -- CONTI NUED

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS -- Continued
(b.) Reflects the Second Offering and the histbiperations of the Forsyth Properties and Rese@achmons Properties, adjusted on a pro
forma basis for interest and depreciation expeiasehe period of time during 1995 prior to thefgaisition by the Company.

(c.) Reflects the historical operations of the @thequisitions, adjusted on a pro forma basis fideliest and depreciation expense, for the
period of time during 1995 prior to their acquisitiby the Company.

(d.) Reflects the reduction in interest expense@ated with the repayment of certain debt andatidition of certain incremental rental
property and general and administrative expensagesult of the Bissell and Ross-Kreckman Podfatiquisitions.

(e.) Reflects the historical statement of operatiohEakin & Smith for the year ended Decemberl3®B5.

(f.) Represents the historical statement of opanatof Crocker contained in its Annual Report omirda0-K for the year ended December 31,
1995.

(9.) Reflects the historical operations of CrocRealty Investors, Inc., Crocker & Sons, Inc., CerxcRealty Management Services, Inc., the
Sabal properties and the Towermarc propertiesstatjuon a pro forma basis for interest and depieniaxpense, for the period of time
during 1995 prior to their acquisition by Crocker.

Interest expense reflects incremental indebtedoieagproximately $97.4 million for the first half 8996 at an average rate of 9.94% and
$57.8 million for the second half of 1996 at anrage rate of 9.70% plus loan cost amortization2%2$ Historical indebtedness was also
reduced by $20 million which was prepaid on Decen®8e 1995 using the proceeds of a private placeridéme $20 million had a fixed rate
of interest of 11.5%. Depreciation is calculateshgghe respective purchase prices allocated tiolingss, site improvements and tenant
improvements with depreciation calculated on agititaline basis over useful lives of 40 years, #ang, and the life of the respective leases,
respectively.

(h.) Reflects incremental rental income from adeagreement entered into in connection with thegderThis agreement was a condition of
the Merger transaction.

(i.) Reflects the elimination of certain third-pateéasing and property management income of Croctieretained by the Company.

(j.) Reflects the net adjustment to rental propergenses to eliminate the costs related to ceassats (primarily land held for development)
that will be distributed to the current stockhoklef Crocker ($800,000) and for other property afirg costs (primarily personnel and office
expenses related to duplicative property manageoparations) which are expected to be eliminatexhupe completion of the Merger
($1,230,000).

(k.) Represents the net adjustment to depreciatpense based upon an assumed allocation of thbaae price to land, buildings, furniture,
fixtures and equipment and development in procedsbailding depreciation computed on a straight-liasis using an estimated life of 40
years for buildings and 7 years for furniture, dipds and equipment as follows (in thousan

Eakin & Smith Transaction.........ccccccevcceee e $(145)
MEIQEI i e (827)
TOtAl it e $(972)
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA STATEMENT OF OPERATIONS -- CONTI NUED
2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA STATEMENOF OPERATIONS -- Continued

(.) Represents the net adjustment to interestresepto reflect interest costs on borrowings unideiGompany's Credit Facility at an assumed
rate of 7.0% capped (the effective interest rasetan a 30-day LIBOR rate of 5.50% plus 1.50%)asslimed debt as follows (in
thousands):

Eakin & Smith Transaction (1)......ccccceeveeeeees e $2,667
MEFQEN (2).ueiieiiiiiiie it s 3,529
TOtAl i e $6,196

(1) $26,653,000 of borrowings under Credit Facitity7% plus $10,075 of assumed debt at 8.0%.
(2) $50,411,000 of borrowings at 7.0%.
(m.) Represents the amortization of the commitniemi($937,000) on the Credit Facility over the 3énith period.

(n.) Represents the net adjustment to general dméhistrative expense to reflect the estimatedenmmantal costs to the Company of operating
a Nashville division (primarily salaries) and tdleet the elimination of certain costs (primarilyeeutive salaries ($1,020,000), administrative
costs ($1,875,000), the expenses incurred to gentriad-party revenue ($994,000) and the expenses of apgr@t a public entity $800,00

of Crocker not expected to be incurred by the Camizes follows (in thousands):

Eakin & Smith Transaction..........................
Merger....

(0.) Represents the net adjustment to minorityr@steto reflect the pro forma minority interestqeartage of 12.5%.
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INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BECCEPTED PRIOR TO THE TIME THE REGISTRATION
STATEMENT BECOMES EFFECTIVE. THIS PROSPECTUS SHANOT CONSTITUTE AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BENY SALE OF THESE SECURITIES IN ANY STATE IN WHICH
SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUPRIOR TO REGISTRATION OR QUALIFICATION UNDER THE
SECURITIES LAWS OF ANY SUCH STATE.

SUBJECT TO COMPLETION
PRELIMINARY PROSPECTUS DATED JUNE 18, 1996

PROSPECTUS

$1,000,000,000
HIGHWOODS PROPERTIES, INC.
COMMON STOCK, PREFERRED STOCK AND DEPOSITARY SHARES
HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
DEBT SECURITIES

Highwoods Properties, Inc. (the "Company") may friimme to time offer in one or more series (i) slsasécommon stock, $.01 par value per
share ("Common Stock"), (ii) shares of preferrextist $.01 par value per share ("Preferred Stochkd)) (@i) shares of Preferred Stock
represented by depositary shares (the "DepositaayeS"), with an aggregate public offering pricaipfto $650,000,000 (or its equivalent in
another currency based on the exchange rate #trtbeof sale) in amounts, at prices and on ternizetdetermined at the time of offering.
Highwoods/Forsyth Limited Partnership (the "OperatPartnership”) may from time to time offer in aremore series unsecured non-
convertible debt securities ("Debt Securities"thvan aggregate public offering price of up to $880,000 (or its equivalent in another
currency based on the exchange rate at the tirsal®f in amounts, at prices and on terms to berdeted at the time of offering. The
Common Stock, Preferred Stock, Depositary Shard$atot Securities, (collectively, the "Securitiesiqly be offered, separately or together,
in separate series in amounts, at prices and orster be set forth in one or more supplementsisoRtospectus (each a "Prospectus
Supplement"). If any Debt Securities issued by@perating Partnership are rated below investmeadegat the time of issuance, such Debt
Securities will be fully and unconditionally guateed by the Company as to payment of principaimium, if any, and interest (the
"Guarantees"). Debt securities rated investmerdegraay also be accompanied by a Guarantee to thetend on the terms described herein
and in the accompanying Prospectus Supplement.dhgény conducts substantially all of its activitydugh, and all of its properties are
held directly or indirectly by, the Operating Pamship. Consequently, the Company's operating ft@stand its ability to service its financ
obligations, including the Guarantees, is dependpah the cash flow of and distributions or othayments from the Operating Partnershi
the Company.

The specific terms of the Securities in respeastioith this Prospectus is being delivered will befegth in the applicable Prospectus
Supplement and will include, where applicableir(ijhe case of Common Stock, any initial publiceoifig price; (ii) in the case of Preferred
Stock, the specific title and stated value, anyddind, liquidation, redemption, conversion, votarg other rights, and any initial public
offering price; (iii) in the case of Depositary $&s, the fractional share of Preferred Stock regriesl by each such Depositary Share; anc

in the case of Debt Securities, the specific taggregate principal amount, currency, form (whitdy be registered or bearer, or certificated
or global), authorized denominations, maturityer@r manner of calculation thereof) and time ofrpant of interest, terms for redemption at
the option of the Operating Partnership or repayraethe option of the holder, terms for sinkingdupayments, covenants, applicability of
any Guarantees and any initial public offering erim addition, such specific terms may includetitions on direct or beneficial ownership
and restrictions on transfer of the Securitiegadnh case as may be appropriate to preserve the efahe Company as a real estate
investment trust ("REIT") for Federal income taxpases.

The applicable Prospectus Supplement will alsoainribformation, where applicable, about certairiteth States Federal income tax
considerations relating to, and any listing on@usées exchange of, the Securities covered b furospectus Supplement.

SEE "RISK FACTORS" BEGINNING ON PAGE 4 OF THIS PRPECTUS FOR A DESCRIPTION OF CERTAIN FACTORS THAT
SHOULD BE CONSIDERED BY PURCHASERS OF THE SECURIEIE

The Securities may be offered directly, throughragjelesignated from time to time by the CompantherOperating Partnership, or to or
through underwriters or dealers. If any agentsnalenwriters are involved in the sale of any of $eeurities, their names, and any applicable
purchase price, fee, commission or discount arraege between or among them, will be set forth, dlirbe calculable from the information
set forth, in an accompanying Prospectus SupplerBest "Plan of Distribution.” No Securities maysioéd without delivery of a Prospectus
Supplement describing the method and terms of ffleeirmy of such series of Securities.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS

PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THE ATTORNEY GENERAL OF THE STATE OF NEW YORK HAS N OT PASSED
ON OR ENDORSED THE MERITS OF THIS OFFERING. ANY REP RE-



SENTATION TO THE CONTRARY IS UNLAWFUL.

The date of this Prospectus is , 1!



AVAILABLE INFORMATION

The Company is, and upon effectiveness of thissteggion statement the Operating Partnership illdubject to the information
requirements of the Securities Exchange Act of 1834amended (the "Exchange Act"), and in accomltmerewith the Company files
reports, proxy statements and other informatiot wWie Securities and Exchange Commission (the "Cissiom”) and the Operating
Partnership will file reports with the Commissi&@uch reports, proxy statements and other informatiay be inspected and copied, at
prescribed rates, at the public reference fadglitiethe Commission at 450 Fifth Street, N.W., Wiagton, DC 25049, Room 1024, and at the
Commission's New York regional office at Seven Wdrtade Center, New York, New York 10048 and atGeenmission's Chicago regior
office at Citicorp Center, 500 W. Madison Stredtjdago, lllinois 60661. Copies of such material atso be obtained at prescribed rates by
writing to the public reference section of the Cossion at 450 Fifth Street, N.W., Washington, DG29. In addition, the Common Stock of
the Company is listed on the New York Stock Excleafil YSE"), and similar information concerning tGempany can be inspected and
copied at the offices of the NYSE, 20 Broad Strietyw York, New York 10005.

The Company and the Operating Partnership haw\ilth the Commission a registration statement om¥S-3 (the "Registration
Statement") under the Securities Act, with respethe Securities. This prospectus ("Prospectudilch constitutes a part of the Registration
Statement, does not contain all of the informasienforth in the Registration Statement and inetkigbits and schedules thereto. For further
information with respect to the Company, the OpegaPartnership and the Securities, referencerisblyemade to such Registration
Statement, exhibits and schedules. The Registr&tiatement may be inspected without charge appies obtained upon payment of
prescribed fees from, the Commission and its regioffices at the locations listed above. Any stegats contained herein concerning a
provision of any document are not necessarily ceteplnd, in each instance, reference is madestoaihy of such document filed as an
exhibit to the Registration Statement or othenfileel with the Commission. Each such statementialiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company (Corssion File No. 1-13100) with the Commission pursuarthe Exchange Act are
incorporated herein by reference and made a pegbhe

a. The Company's Annual Report on Form 10-K forytsar ended December 31, 1995 (as amended on FKfAlon June 3, 1996 and Ju
18, 1996);

b. The description of the Common Stock of the Comypacluded in the Company's Registration Stateroarfform 8A, dated May 16, 199

c. The Company's Quarterly Report on Form 10-QHerquarter ended March 31, 1996 (as amended on E&Q/A on June 3, 1996 and
June 18, 1996) ; and

d. The Company's Current Reports on Form 8-K, datdafuary 10, 1995, July 12, 1995 (as amended am BeK/A on September 6, 1995
and June 3, 1996), December 18, 1995, April 1, ¥88@Gmended on Form 8-K/A on June 3, 1996 and I8n&996), and April 29, 1996 (as
amended on Form 8-K/A on June 3, 1996 and Jun&945).

All documents filed by the Company or the Operatfagtnership with the Commission pursuant to Sestik8(a) and 13(c) of the Exchange
Act and any definitive proxy statements so filedgpant to Section 14 of the Exchange Act and apyrte filed pursuant to Section 15(d) of
the Exchange Act after the date of this Prospeamtaisprior to the termination of the offering of tBecurities to which this Prospectus relates
shall be deemed to be incorporated by referencetliné Prospectus and to be a part hereof fronddlte of filing of such documents. Any
statement contained in a document incorporate@fgyance herein shall be deemed to be modifiedperseded for the purposes of this
Prospectus to the extent that a statement contaigesih or in any other subsequently filed docuntieat is incorporated by reference herein
modifies or supersedes such earlier statement.sfoly statements modified or superseded shall ndebmed, except as so modified or
superseded, to constitute a part of this Prospectus

Copies of any or all of the documents specificaiorporated herein by reference (not includingekkibits to such documents, unless such
exhibits are specifically incorporated by referemceuch documents) will be furnished without cleatg each person, including any benefi
owner, to whom a copy of this Prospectus is defislarpon written or oral request. Requests shoulddde to: Investor Relations, 3100
Smoketree Court, Suite 600, Raleigh, North Cardliné04.



THE COMPANY AND THE OPERATING PARTNERSHIP

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. At May 31, 1996, the Company owned a po«fofi 200 office and industrial properties (the "{Bedies"), together with approximately
215 acres of land (the "Development Land") for fatdevelopment. The Properties consist of 102 &#vuoffice properties and 98 industrial
(including 62 service center) properties, locate®aleigh-Durham, Winston-Salem, Greensboro andl@tte North Carolina, Nashville,
Tennessee and Richmond, Virginia. As of May 31,6198e Properties consisted of approximately 10IBom square feet, which were leas
to approximately 1,100 tenants.

The Company conducts substantially all of its atiéig through, and all of the Properties are héldadly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershipfje Company is the sole general partner of the &ipeyr Partnership and as of May 31,
1996, owned 82% of the partnership interests (thats") in the Operating Partnership. The remairlihdts are owned by limited partners
(including certain officers and directors of thengmany). Each Unit may be redeemed by the holdeedfi¢or cash or, at the Company's
option, one share (subject to certain adjustmeritd)e Common Stock. With each such exchange, tingber of Units owned by the
Company and, therefore, the Company's percentagest in the Operating Partnership, will incre&@scause the Company conducts
substantially all of its activity through, and aflits properties are held directly or indirectly, the Operating Partnership, the description of
the business, property information, policies wekpect to certain activities, investment policied management information for the
Operating Partnership are the same as the ComBaugi. information may be found in the Company's AaiiReport on Form 10-K for the
year ended December 31, 19

The only businesses or assets of the Company velnechot conducted or owned directly or indirectigotigh the Operating Partnership are
the brokerage and property management businesekateld assets acquired on April 1, 1996 throughQbmpany's merger with Nashville,
Tennessee-based Eakin & Smith, Inc. (the "Eakimdit Transaction™). In addition to owning the Prdjes and the Development Land, the
Operating Partnership also provides services asgativith leasing, property management, real ed@telopment, construction and
miscellaneous tenant services for the Propertiegeisas for third parties. The Company conduashird-party fee-based services through
two subsidiaries of the Operating Partnership, Wigbds Services, Inc. and Forsyth Properties Sesyloe. (the "Service Companies”), and
Forsyth-Carter Brokerage L.L.C. ("Forsyth-CarteolBrage"), a joint venture with Carter Oncor Intgional.

On April 29, 1996, the Company entered into a meageeement (the "Merger Agreement") with CrockeaRy Trust, Inc. (“Crocker")
pursuant to which the Company will acquire 58 sbhuroffice properties and 12 service center pragse(the "Crocker Properties") located
in 15 Southeastern markets in Florida, North CaglSouth Carolina, Tennessee, Georgia, VirginthAlabama. The Crocker Properties
encompass 5.7 million rentable square feet anddaath 31, 1996, were 95% leased. Through the mavgkrCrocker (the "Merger"), which
is expected to occur in the third quarter of 1986,Company will establish itself as one of thgdest real estate operating companies in the
Southeastern United States specializing in the ostig, management, acquisition and developmentlodiban office and industrial
properties. Under the terms of the Merger AgreentbrtCompany will acquire all of the outstandiragital stock of Crocker in exchange for
a cash payment of $11.02 per share, subject taigextijustments. Based on Crocker's 26,981,08fom#hares of outstanding capital stock
at May 31, 1996, the purchase price will total appnately $297 million. In addition, the Companyliveiash out certain existing options and
warrants to purchase Crocker common stock for tmated $4.2 million and assume approximately $&dilon of Crocker's currently
outstanding indebtedness, having a weighted avénégest rate of 8.6%. In connection with the Marghe Company has also entered into a
Stock Purchase Agreement (the "Stock Purchase Agme&) with certain stockholders of Crocker, whgdther own approximately 83% of
Crocker's outstanding common stock (collectivdig, tCrocker Selling Stockholders"), which obligasesh stockholders to sell their shares
to the Company at a cash price of $11.02, subjetttet same adjustments as required under the MAggeement. The approximately $247
million purchase price for such shares is parheftbtal approximately $297 million purchase pfieall of Crocker's outstanding shares.
Merger Agreement and the Stock Purchase Agreemantom terminated by the respective parties onbeitain limited circumstances. In
addition, under the terms of the Merger Agreemeartain specified assets and liabilities of Crock#lrnot be acquired by the Company. 1
Merger will be accounted for by



the Company under the purchase method of accouintiagcordance with Accounting Principles Boardigm No. 16, "Business
Combinations," as amended. Under this method afating, the purchase price will be allocated weésacquired and liabilities assumed
based on their estimated fair value at the clodatg of the Merger.

The Company is a Maryland corporation that wasripoated in 1994. The Operating Partnership is @iN®@arolina limited partnership
formed in 1994. The Company's and the OperatinghBieship's executive offices are located at 3100kK&tnee Court, Suite 600, Raleigh,
North Carolina 27604, and their telephone numbé918) 87:-4924. The Company maintains offices in each optilnary markets.

RISK FACTORS
Prospective investors should carefully considemmgrother factors, the matters described belowrbgiarchasing offered Securities.
NO LIMITATION IN ORGANIZATIONAL DOCUMENTS ON INCURR ENCE OF DEBT

The Company intends to limit the extent of its baring to less than 50% of its total market captation (i.e., the market value of issued and
outstanding shares of Common Stock and Units plias tlebt), but the organizational documents ofGbenpany do not contain any

limitation on the amount or percentage of indebésdrthe Company might incur. The Indenture (asiddfherein), however, will contain
limits on the Company's ability to incur indebtedself the Company's policy limiting borrowing werieanged, the Company could become
more highly leveraged, resulting in an increasedht service that could adversely affect the Comigdnnds from operations and ability to
make expected distributions to stockholders arahiimcreased risk of default on its obligations.oA$lay 31, 1996, the Company's ratio of
debt to total market capitalization was approxirya28%.

GEOGRAPHIC CONCENTRATION

The Company's revenues and the value of its Pliepertay be affected by a number of factors, inclgdhe local economic climate (which
may be adversely impacted by business layoffs mndizing, industry slowdowns, changing demographius other factors) and local real
estate conditions (such as oversupply of or reddeedand for office and other competing commeraiapprties). As of May 31, 1996, the
Properties were located in the following areashwliie number of Properties noted parentheticai@leigh-Durham, North Carolina (60);
Greensboro, Winston-Salem and High Point, Northoaa

(100); Charlotte, North Carolina (22); Richmondrgfinia (11); and Nashville, Tennessee (7). Usingdfid 996 base rent totals, the North
Carolina properties represented 87.5% of the aimadhbase rent of the Properties, with Raleigh-RaoriProperties alone constituting 53.1%.
Although the Merger would broaden the Company'geggahic focus by adding 11 new markets throughoeitSoutheastern United States,
based on March 1996 rent rolls, the North Cardingperties would still represent 56.4% of the Conyfsaannualized rental revenue, with
properties located in Raleigh-Durham accountingBfhB8% following the Merger. The Company's perfanocgand its ability to make
distributions to stockholders is therefore depehderthe economic conditions in these market adeasddition, there can be no assurance as
to the continued growth of the economy in theseketar

ABILITY OF THE COMPANY TO PAY ON GUARANTEES

With the exception of the Nashville, Tennessee dérafge and property management operations, all off@ations of the Company are
conducted by the Operating Partnership. The prat@pset of the Company is its interest (82% adaf 31, 1996) in the Operating
Partnership. As a result, the Company is dependgmot the receipt of distributions or other paymérdm the Operating Partnership in order
to meet its financial obligations, including itsliglations under any Guarantees. Any Guaranteeseitffectively subordinated to existing
and future liabilities of the Operating PartnersiipMay 31, 1996, the Operating Partnership haat@amately $275 million of indebtedne
outstanding, of which approximately $207 milliorsiscured by interests in certain real estate asie¢sOperating Partnership is a party to
loan agreements with various bank lenders whichireghe Operating Partnership to comply with vasidinancial and other covenants
before it may make distributions to the Companyhéligh the Operating
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Partnership presently is in compliance with suckeoants, there is no assurance that it will comtittube in compliance and that it will be
able to continue to make distributions to the Comypa

RISKS IN THE EVENT OF CERTAIN TRANSACTIONS BY THE O PERATING PARTNERSHIP OR THE COMPANY

The Indenture does not contain any provisionswlmatld afford holders of Debt Securities protectinithe event of (i) a highly leveraged or
similar transaction involving the Operating Parsiigp, the management of the Operating PartnerstipeocCompany, or any affiliate of any
such party, (i) a change of control, or (iii) @@rt reorganizations, restructures, mergers or amiansactions involving the Operating
Partnership or the Company.

CONFLICTS OF INTERESTS IN THE BUSINESS OF THE COMPANY

TAX CONSEQUENCES UPON SALE OR REFINANCING OF PROPHRS. Holders of Units may suffer different and madverse tax
consequences than the Company upon the sale wamefng of any of the Properties and, thereforeh $wlders, including certain of the
Company's officers and directors, and the Compaay nave different objectives regarding the appadprpricing and timing of any sale or
refinancing of such Properties. While the Compasythe sole general partner of the Operating Rattipe has the exclusive authority as to
whether and on what terms to sell or refinancendividual Property, those members of the Compamg@sagement and Board of Directors
the Company who hold Units may influence the Conypaat to sell or refinance the Properties even gihosuch sale might otherwise be
financially advantageous to the Company, or malpérfce the Company to refinance Properties witlgh level of debt.

POLICIES WITH RESPECT TO CONFLICTS OF INTERESTSeT@ompany has adopted certain policies relatingptdlicts of interest.
These policies include a bylaw provision requiratigtransactions in which executive officers oreditors have a conflicting interest to be
approved by a majority of the independent directdithe Company or a majority of the shares of tedystock held by disinterested
stockholders. There can be no assurance that tp&uy's policies will be successful in eliminatthg influence of such conflicts, and if
they are not successful, decisions could be maataritght fail to reflect fully the interests of aliockholders.

COMPETITIVE REAL ESTATE ACTIVITIES OF MANAGEMENT. dhn W. Eakin and Thomas S. Smith, both of whom tmecafficers
and directors of the Company in connection withEa&in & Smith Transaction, maintain an ownershigiest in an office building in the
central business district of Nashville, Tennessdech building may compete for potential tenantthvthe Company's Nashville office
properties.

LIMITATIONS ON ACQUISITION AND CHANGE IN CONTROL

OWNERSHIP LIMIT. The Company's Articles of Incorion prohibit ownership of more than 9.8% of thistanding capital stock of the
Company by any person. Such restriction is likelyave the effect of precluding acquisition of eohof the Company by a third party
without consent of the Board of Directors even dhange in control were in the interest of stockbad.

REQUIRED CONSENT OF THE OPERATING PARTNERSHIP FOEERIGER OR OTHER SIGNIFICANT CORPORATE ACTION. The
Company may not merge, consolidate or engage irtampination with another person or sell all orstahtially all of its assets unless such
transaction includes the merger of the OperatimgnBeship, which requires the approval of the hiddd a majority of the outstanding Units.
Should the Company ever own less than a majorith@butstanding Units, this voting requirement migmit the possibility for acquisition
or change in the control of the Company. As of N4y 1996, the Company owned approximately 82% @fthits.

STAGGERED BOARD. The Board of Directors of the Canp has three classes of directors, the terms @whwhill expire in 1996, 1997
and 1998. Directors for each class will be choserafthree-year term. The staggered terms for ireenay affect the stockholders' ability to
change control of the Company even if a changeirrol were in the stockholders' interest.
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DEPENDENCE ON DISTRIBUTIONS FROM OPERATING PARTNERS HIP IN ORDER TO QUALIFY AS A REIT

To obtain the favorable tax treatment associated REITSs, the Company generally will be requiredhegear to distribute to its stockholders
at least 95% of its net taxable income. Becaus€timapany conducts substantially all of its busireggvities through the Operating
Partnership, the ability of the Company to makehatistributions is dependent upon the receipt sirifliutions or other payments from the
Operating Partnership.

ADVERSE IMPACT ON DISTRIBUTIONS OF FAILURE TO QUALI FY AS AREIT

The Company and the Operating Partnership interpéoate in a manner so as to permit the Compargntain qualified as a REIT under
the Internal Revenue Code of 1986, as amended@bae"). Although the Company believes that it witlerate in such a manner, no
assurance can be given that the Company will reopaatified as a REIT. If in any taxable year then@any were to fail to qualify as a RE
the Company would not be allowed a deduction fetriiutions to stockholders in computing taxableoime and would be subject to Federal
income tax (including any applicable alternativenimium tax) on its taxable income at regular corpmrates.

BROAD DISCRETION IN USE OF PROCEEDS

The Company and the Operating Partnership mayhasproceeds from sales of Securities for many miffepurposes and will not be
restricted by any provisions of the Articles of dngoration of the Company or the agreement of &dhipartnership of the Operating
Partnership. As a result, no assurance can be tiatisuch proceeds will be employed in a mannasistent with the current investment
practices of the Company and the Operating Patiigers

REAL ESTATE INVESTMENT RISKS

GENERAL RISKS. Real property investments are sutifgearying degrees of risk. The yields availaiéen equity investments in real
estate depend in large part on the amount of inagenerated and expenses incurred. If the Compprgperties do not generate revenues
sufficient to meet operating expenses, includinigt dervice, tenant improvements, leasing commissaol other capital expenditures, the
Company may have to borrow additional amounts t@céixed costs and the Company's cash flow anlityaté make distributions to its
stockholders will be adversely affected.

The Company's revenues and the value of its priegariay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reabéstconditions; the perceptions of prospectiventenaf the attractiveness of the property; the
ability of the Company to provide adequate managepmeaintenance and insurance; and increased opgcatsts (including real estate taxes
and utilities). In addition, real estate values ammbme from properties are also affected by sackofs as applicable laws, including tax laws,
interest rate levels and the availability of finemgc

COMPETITION. Numerous office and industrial propestcompete with the Company's properties in dttrgéenants to lease space. Some
of these competing properties are newer or beitattéd than some of the Company's properties. fRignt development of office or
industrial properties in a particular area couldéha material effect on the Company's ability tske space in its properties and on the rents
charged.

BANKRUPTCY AND FINANCIAL CONDITION OF TENANTS. At aay time, a tenant of the Company's Properties reak the protection

of the bankruptcy laws, which could result in tegction and termination of such tenant's leasetlaetby cause a reduction in the cash flow
available for distribution by the Company. Althouthie Company has not experienced material losses tenant bankruptcies, no assurance
can be given that tenants will not file for bankypprotection in the future or, if any tenantgfithat they will affirm their leases and conti

to make rental payments in a timely manner. Intamitia tenant from time to time may experiencearmturn in its business which may
weaken its financial condition and result in thiéufe to make rental payments when due. If teneatés are not affirmed following
bankruptcy or if a tenant's financial condition kens, the Company's income may be adversely affecte
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RENEWAL OF LEASES AND RELETTING OF SPACE. The Compawill be subject to the risks that upon expirataf leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termsnafwal or reletting (including the cost of
required renovations) may be less favorable tharentilease terms. If the Company were unableamptly relet or renew the leases for all
or a substantial portion of this space or if th&taierates upon such renewal or reletting wereitggmtly lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfibct

ILLIQUIDITY OF REAL ESTATE. Equity real estate ingéments are relatively illiquid. Such illiquidityilvtend to limit the ability of the
Company to vary its portfolio promptly in resportsechanges in economic or other conditions. In taftithe Code limits the Company's
ability to sell properties held for fewer than fougars, which may affect the Company's abilityet groperties without adversely affecting
returns to holders of Common Stock.

CHANGES IN LAWS. Because increases in income, seror transfer taxes are generally not passedghroutenants under leases, such
increases may adversely affect the Company's éashand its ability to make distributions to stocktters. The Properties are also subject to
various Federal, state and local regulatory requemgs, such as requirements of the Americans wighHtilities Act and state and local fire
and life safety requirements. Failure to complyhvifitese requirements could result in the impositibfines by governmental authorities or
awards of damages to private litigants. The Comimatigves that the Properties are currently in dampe with all such regulatory
requirements. However, there can be no assuraatétse requirements will not be changed or taat rrquirements will not be imposed
which would require significant unanticipated exgitures by the Company and could have an advefsetein the Company's cash flow and
expected distributions.

CONSEQUENCES OF INABILITY TO SERVICE MORTGAGE DEBPursuant to loan agreements with bank lendersrteop of the
Properties are mortgaged to secure payment ofiadelbtedness, and if the Company or the Operatamtnership were to be unable to meet
such payments, a loss could be sustained as & oé$oteclosure on the Properties by the bankéesd

RISK OF DEVELOPMENT, CONSTRUCTION AND ACQUISITION A CTIVITIES

The Company intends to actively continue develograed construction of office and industrial propest including development on the
Development Land. Risks associated with the Compaigvelopment and construction activities, inalgdactivities relating to the
Development Land, may include: abandonment of dgveknt opportunities; construction costs of a prigpexceeding original estimates,
possibly making the property uneconomical; occupaates and rents at a newly completed property meaye sufficient to make the
property profitable; financing may not be availablefavorable terms for development of a propeatyd construction and leasp-may not b
completed on schedule, resulting in increased skatvice expense and construction costs. In additiew development activities, regardless
of whether or not they are ultimately successfigidally require a substantial portion of managetsdime and attention. Development
activities are also subject to risks relating te itability to obtain, or delays in obtaining, aicessary zoning, land-use, building, occupancy,
and other required governmental permits and authtons.

The Company intends to actively continue to acqoffiee and industrial properties. Acquisitionsaffice and industrial properties entail ri
that investments will fail to perform in accordanvegh expectations. Estimates of the costs of immproents to bring an acquired property up
to standards established for the market posititenited for that property may prove inaccurate daitéon, there are general investment risks
associated with any new real estate investment.

Although the Company has limited its developmeogyuésition, management and leasing business piliyrtarmarkets with which
management is familiar, the Company may expanlguisiness to new geographic markets. Managememvieslthat much of its past success
has been a result of its local expertise. The Cayppaay not initially possess the same level of femity with new markets, which could
adversely affect its ability to develop, acquirgnmage or lease properties in any new localities.
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POSSIBLE ENVIRONMENTAL LIABILITIES

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable fore¢bsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tedi@ie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of ashestos-containimagerials into the air, and third parties may seelovery from owners or operators of real
property for personal injuries associated with atixecontaining materials.

As of the date hereof, all but one of the Propsftiad been subjected to a Phase | environmentdsasent. These assessments have not
revealed, nor is management of the Company awasngfenvironmental liability that it believes wdiHave a material adverse effect on the
Company's financial position, operations or ligtyidaken as a whole. This projection, however, dqrbve to be incorrect depending on
certain factors. For example, the Company's asssgsmmay not reveal all environmental liabilitietteere may be material environmental
liabilities of which the Company is unaware. In gideh, assumptions regarding groundwater flow dreéxistence of contamination are
based on available sampling data, and there aasswrances that the data is reliable in all cddeszover, there can be no assurance that (i)
future laws, ordinances or regulations will not msp any material environmental liability or (iieturrent environmental condition of the
Properties will not be affected by tenants, bydbedition of land or operations in the vicinitytble Properties (such as the presence of
underground storage tanks), or by third partieglated to the Company.

Some tenants use or generate hazardous substarntbhesordinary course of their respective businesBeese tenants are required under their
leases to comply with all applicable laws and hageeed to indemnify the Company for any claims ltegpufrom noncompliance, and the
Company is not aware of any environmental problezsslting from tenants' use or generation of hamssdubstances. There are no
assurances that all tenants will comply with thenteof their leases or remain solvent and thaCiimpany may not at some point be
responsible for contamination caused by such tenant

EFFECT ON COMMON STOCK PRICE OF SHARES AVAILABLE FO R FUTURE SALE UPON CONVERSION OF UNITS

Sales of a substantial number of shares of ComnmrkSor the perception that such sales could gamuld adversely affect prevailing
market prices of the Common Stock. In connectiaih Wie Company's initial formation and public offey and certain subsequent
acquisitions, as of the date hereof, approximate&ymillion Units have been issued to various hddmcluding certain officers and directors
of the Company. In connection with the issuancemits, each holder thereof agreed not to sell bewtise dispose of such Units or shares of
Common Stock received upon exchange of such Umita period of one year. At the conclusion of spetiod, any shares of Common Stock
issued upon exchange of Units may be sold in tidippmarkets upon registration or available exeonmifrom registration. No prediction ¢

be made about the effect that future sales of Com&tock will have on the market price of sharesMaly 31, 1996, the one-year lock-up
period with respect to 3.4 million Units had explire



USE OF PROCEEDS

Unless otherwise specified in the applicable ProsmeSupplement, the Company and the Operatingétahip intend to use the net proce
from the sale of Securities for general corporatp@ses, including the development and acquisdfedditional properties and other
acquisition transactions, the payment of certaistanding debt, and improvements to certain pragseim the Company's portfolio. The
Company is required, by the terms of the partnpragreement of the Operating Partnership, to imfreshet proceeds of any sale of Comt
Stock, Preferred Stock or Depositary Shares irQperating Partnership in exchange for additiondtdJor preferred Units, as the case may
be.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

The ratios of earnings to combined fixed chargesmeferred stock dividends for the Company anddperating Partnership for the three
months ended March 31, 1996 and for the years eddedmber 31, 1995, 1994, 1993, 1992 and 1991 #vB8x, 3.00x, 2.42x, 0.97x, 0.95x
and 0.79x, respectively. Earnings were inadequetever fixed charges by $171,000, $239,000 an® $8D for the years ended December
31, 1993, 1992 and 1991, respectively. These @eftdes occurred prior to the Company's initial pubffering of Common Stock in June
1994. Prior to the completion of this offering, empany's predecessor (the "Highwoods Group")aipdrin a manner as to minimize
taxable income to the owners. As a result, althdbgHProperties have generated positive net cash the Highwoods Group had net losses
for the years ended December 31, 1991 through IT&83initial public offering allowed the OperatiRgrtnership to significantly deleverage
the Properties and improve its ratio of earningfixied charges.

The ratios of earnings to combined fixed chargesewemputed by dividing earnings by fixed chardes. this purpose, earnings consist of
income from continuing operations before minoritierest and fixed charges. Fixed charges consisterest expense (including interest
costs capitalized) and the amortization of dehtdsse costs. To date, the Company has not issyelraferred Stock.

DESCRIPTION OF DEBT SECURITIES

The Debt Securities will be issued under an Indenfthe "Indenture"), between the Operating Pastmipr the Company and a trustee to be
named prior to the first issuance of Debt Secwwitfeform of the Indenture has been filed as ankitxto the Registration Statement of which
this Prospectus is a part and will be availablerdspection at the corporate trust office of thestee or as described above under "Available
Information.” The Indenture is subject to, and goeel by, the Trust Indenture Act of 1939, as amdrittee "TIA"). The statements made
hereunder relating to the Indenture and the Debti@ees to be issued thereunder are summariesrtdin provisions thereof and do not
purport to be complete and are subject to, andjaaéified in their entirety by reference to, albpisions of the Indenture and such Debt
Securities. All section references appearing heaggrto sections of the Indenture, and capitalteenis used but not defined herein shall have
the respective meanings set forth in the Indenture.

GENERAL

The Debt Securities will be direct, unsecured dilans of the Operating Partnership and will raguadly with all other unsecured and
unsubordinated indebtedness of the Operating Rahipe At May 31, 1996, the total outstanding defithe Operating Partnership was $275
million, $207 million of which was secured debt.eTBebt Securities may be issued without limit agggregate principal amount, in one or
more series, in each case as established fromtditi@e in or pursuant to authority granted by sotation of the Board of Directors of the
Company as sole general partner of the Operatinmétahip or as established in one or more indestaupplemental to the Indenture. All
Debt Securities of one series need not be issu alame time and, unless otherwise providedii@ssmay be reopened, without the consent
of the holders of the Debt Securities of such sef@r issuances of additional Debt Securitiesuohsseries (Section 301).
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If any Debt Securities are rated below investmeatlg at the time of issuance, such Debt Securitiébe fully and unconditionally
guaranteed by the Company as to payment of prih@pamium, if any, and interest.

The Indenture provides that there may be more ¢in@rtrustee (the "Trustee") thereunder, each wipect to one or more series of Debt
Securities. Any Trustee under the Indenture maigmnesr be removed with respect to one or more sari@ebt Securities, and a successor
Trustee may be appointed to act with respect th sades (Section 608). In the event that two orenpersons are acting as Trustee with
respect to different series of Debt Securitieshesarch Trustee shall be a trustee of a trust uthgéelndenture separate and apart from the trust
administered by any other Trustee (Section 609), except as otherwise indicated herein, any adéstribed herein to be taken by a Tru
may be taken by each such Trustee with respeantbpnly with respect to, the one or more serid3eift Securities for which it is Trustee
under the Indenture.

Reference is made to the Prospectus Supplemetihgeta the series of Debt Securities being offdm¥dhe specific terms thereof, including:
(1) the title of such Debt Securities;
(2) the aggregate principal amount of such Debues and any limit on such aggregate principabant;

(3) the percentage of the principal amount at wisisth Debt Securities will be issued and, if othan the principal amount thereof, the
portion of the principal amount thereof payableugdeclaration of acceleration of the maturity tloére

(4) the date or dates, or the method for deterrgisirch date or dates, on which the principal ohddebt Securities will be payable;

(5) the rate or rates (which may be fixed or vdaglor the method by which such rate or rates| flgatletermined, at which such Debt
Securities will bear interest, if any;

(6) the date or dates, or the method for deterrgisirch date or dates, from which any interestadgdirue, the dates on which any such int
will be payable, the record dates for such intgpagiment dates, or the method by which any suah stell be determined, the person to
whom such interest shall be payable, and the bigsis which interest shall be calculated if othentthat of a 360-day year of twelve 30-day
months;

(7) the place or places where the principal of (aremium, if any) and interest, if any, on such D@bcurities will be payable, such Debt
Securities may be surrendered for registratiomasfsfer or exchange and notices or demands toar thig Operating Partnership in respe:
such Debt Securities and the Indenture may be derve

(8) the period or periods within which, the prigepoices at which and the terms and conditions upbich such Debt Securities may be
redeemed, as a whole or in part, at the optioh@fperating Partnership, if the Operating Partrgiis to have such an option;

(9) the obligation, if any, of the Operating Partiép to redeem, repay or purchase such Debt Siesupursuant to any sinking fund or
analogous provision or at the option of a holderdbf, and the period or periods within which, phiee or prices at which and the terms and
conditions upon which such Debt Securities wilFbdeemed, repaid or purchased, as a whole or inaasuant to such obligation;

(10) if other than U.S. dollars, the currency airencies in which such Debt Securities are denotathand payable, which may be a foreign
currency or units of two or more foreign currenaes composite currency or currencies, and thragemd conditions relating thereto;

(11) whether the amount of payments of principalasfd premium, if any) or interest, if any, on sibt Securities may be determined with
reference to an index, formula or other method éwlindex, formula or method may, but need not beel on a currency, currencies,
currency unit or
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units or composite currency or currencies) andithaner in which such amounts shall be determined;
(12) the events of default or covenants of sucht[Selourities, to the extent different from or irdain to those described herein;
(13) whether such Debt Securities will be issueddrtificated and/or book-entry form;

(14) whether such Debt Securities will be in regyistl or bearer form and, if in registered form,dbaominations thereof if other than $1,000
and any integral multiple thereof and, if in bedmm, the denominations thereof if other than $8,and terms and conditions relating
thereto;

(15) with respect to any series of Debt Securitied below investment grade at the time of isseiatie Guarantees (the "Guaranteed
Securities");

(16) if the defeasance and covenant defeasancésimos described herein are to be inapplicablengrmaodification of such provisions;

(17) whether and under what circumstances the @pgrRartnership will pay additional amounts onlsDebt Securities in respect of any
tax, assessment or governmental charge and,Wtsether the Operating Partnership will have théoopto redeem such Debt Securities in
lieu of making such payment;

(18) with respect to any Debt Securities that ptevfior optional redemption or prepayment upon t®uaence of certain events (such as a
change of control of the Operating Partnershipth@ possible effects of such provisions on theketgprice of the Operating Partnership's or
the Company's securities or in deterring certaingers, tender offers or other takeover attemptd the intention of the Operating Partners

to comply with the requirements of Regulation 14t#er the Exchange Act and any other applicablergiE=ulaws in connection with such
provisions; (ii) whether the occurrence of the #iiet events may give rise to cross-defaults oreothdebtedness such that payment on such
Debt Securities may be effectively subordinatedt @ii) the existence of any limitation on the Oating Partnership's financial or legal abi

to repurchase such Debt Securities upon the ocweref such an event (including, if true, the latlassurance that such a repurchase can be
effected) and the impact, if any, under the Indentf such a failure, including whether and undbaticircumstances such a failure may
constitute an Event of Default;

(19) if other than the Trustee, the identify ofteaecurity registrar and/or paying agent; and
(20) any other terms of such Debt Securities.

The Debt Securities may provide for less than titeeeprincipal amount thereof to be payable upedaration of acceleration of the matui
thereof ("Original Issue Discount Securities")material or applicable, special U.S. Federal inctaix¢ accounting and other considerations
applicable to Original Issue Discount Securitie ne described in the applicable Prospectus Suipgte.

Except as described under "Merger, ConsolidatioBade" or as may be set forth in any ProspectupiSopent, the Indenture does not con
any other provisions that would limit the abilitfythe Operating Partnership to incur indebtednedbai would afford holders of the Debt
Securities protection in the event of (i) a higldyeraged or similar transaction involving the CGytierg Partnership, the management of the
Operating Partnership or the Company, or any aféilof any such party, (ii) a change of control(igra reorganization, restructuring, mer

or similar transaction involving the Operating PRarship that may adversely affect the holders @@kbt Securities. In addition, subject to
the limitations set forth under "Merger, Consolidator Sale," the Operating Partnership or the Caamgpmay, in the future, enter into certain
transactions, such as the sale of all or substyndith of its assets or the merger or consolidatid the Operating Partnership or the Company,
that would increase the amount of the Operatingn@eship's indebtedness or substantially reduediminate the Operating Partnership's
assets, which may have an adverse effect on thea@ge Partnership's ability to service its indelotess, including the Debt Securities. In
addition, restrictions on ownership and transférthe Company's common stock and preferred stodkiwdre designed to preserve its status
as a REIT may act to prevent or hinder a chang®wfrol.
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See "Description of Common Stock -- Certain PrayvisiAffecting Change of Control" and "DescriptidrPoeferred Stock -- Restrictions on
Ownership." Reference is made to the applicablsg&rctus Supplement for information with respectrip deletions from, modifications of
additions to the events of default or covenantsdhadescribed below, including any addition abaenant or other provision providing ev
risk or similar protection.

Reference is made to " -- Certain Covenants" belod/to the description of any additional covenavitls respect to a series of Debt
Securities in the applicable Prospectus Supplenawmept as otherwise described in the applicabbsgaictus Supplement, compliance with
such covenants generally may not be waived witheetsto a series of Debt Securities by the Boarfdigdctors of the Company as sole
general partner of the Operating Partnership ahbyTrustee unless the Holders of at least majoripyrincipal amount of all outstanding
Debt Securities of such series consent to suchemadxcept to the extent that the defeasance arehaat defeasance provisions of the
Indenture described under " -- Discharge, Defeasand Covenant Defeasance" below apply to sucbssefiDebt Securities. See " --
Modification of the Indenture."

GUARANTEES

The Company will fully, unconditionally and irrevaloly guarantee the due and punctual payment ofipahof, premium, if any, and interest
on any Debt Securities rated below investment geddie time of issuance by the Operating Partigraind the due and punctual paymer
any sinking fund payments thereon, when and asahe shall become due and payable, whether atuitpatate, by declaration of
acceleration, call for redemption or otherwiseadidition, Debt Securities rated investment gradg atso be accompanied by a Guarantee to
the extent and on the terms described in the adgBdProspectus Supplement.

DENOMINATIONS, INTEREST, REGISTRATION AND TRANSFER

Unless otherwise described in the applicable PaispeSupplement, the Debt Securities of any serfesh are registered securities, other
than registered securities issued in global forhi¢tv may be of any denomination), shall be issuabtienominations of $1,000 and any
integral multiple thereof and the Debt Securitidsol are bearer securities, other than bearer isiesussued in global form (which may be
any denomination), shall be issuable in denominatif $5,000 (Section 302).

Unless otherwise specified in the applicable ProsmeSupplement, the principal of (and premiunani) and interest on any series of Debt
Securities will be payable at the corporate triit® of the Trustee, provided that, at the optidrthe Operating Partnership, payment of
interest may be made by check mailed to the addfetb& Person entitled thereto as it appearsarafiplicable Security Register or by wire
transfer of funds to such Person at an accounttaiaad within the United States (Sections 301, &0d 1002).

Any interest not punctually paid or duly providext bn any Interest Payment Date with respect tebt Becurity ("Defaulted Interest") will
forthwith cease to be payable to the Holder oragiyglicable Regular Record Date and may either ktpahe Person in whose name such
Debt Security is registered at the close of busimesa special record date (the "Special Record"Ddr the payment of such Defaulted
Interest to be fixed by the Trustee, notice whestwidll be given to the Holder of such Debt Securdyless than 10 days prior to such Special
Record Date, or may be paid at any time in anyrddweful manner, all as more completely describrethie Indenture.

Subject to certain limitations imposed upon Deltusities issued in book-entry form, the Debt Sdaasiof any series will be exchangeable
for other Debt Securities of the same series arallie aggregate principal amount and tenor dedint authorized denominations upon
surrender of such Debt Securities at the corpdrage office of the Trustee referred to above.ddition, subject to certain limitations
imposed upon Debt Securities issued in book-ewiny f the Debt Securities of any series may be sdeeed for registration of transfer
thereof at the corporate trust office of the Tragteferred to above. Every Debt Security surrerdliéyeregistration of transfer or exchange
shall be duly endorsed or accompanied by a writtstmument of transfer. No service charge will bada for any registration of transfer or
exchange of any Debt Securities, but the TrusteabeoOperating Partnership may require paymentsofna sufficient to
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cover any tax or other governmental charge payialtennection therewith (Section 305). If the apalile Prospectus Supplement refers to
any transfer agent (in addition to the Trusted)alty designated by the Operating Partnership wégpect to any series of Debt Securities, the
Operating Partnership may at any time rescind #ségtiation of any such transfer agent or approsfgaage in the location through which
such transfer agent acts, except that Operatingétahip will be required to maintain a transfeemgn each place of payment for such se
The Operating Partnership may at any time desigaddéional transfer agents with respect to aniesesf Debt Securities (Section 1002).

Neither the Operating Partnership nor the Trudtedl be required (i) to issue, register the tranefeor exchange any Debt Security if st
Debt Security may be among those selected for rptilemduring a period beginning at the openingudibess 15 days before selection of
Debt Securities to be redeemed and ending at ¢ise df business on the day of such selection, or

(i) to register the transfer of or exchange angiRered Security so selected for redemption inlevbo in part, except, in the case of any
Registered Security to be redeemed in part, thiéomathereof not to be redeemed, or

(iii) to exchange any Bearer Security so selectedddemption except that such a Bearer Securitylmaexchanged for a Registered Sect
of that series and like tenor, provided that sueggiRered Security shall be simultaneously surmetifor redemption, or (iv) to issue, regis
the transfer of or exchange any Security whichldesen surrendered for repayment at the option offhider, except the portion, if any, of
such Debt Security not to be so repaid (Sectior).305

MERGER, CONSOLIDATION OR SALE

The Operating Partnership or the Company may categelwith, or sell, lease or convey all or subttdly all of its assets to, or merge with
or into, any other entity, provided that (a) thee@ing Partnership or the Company, as the casebmaghall be the continuing entity, or the
successor entity (if other than the Operating Rastnip or the Company, as the case may be) formed kesulting from any such
consolidation or merger or which shall have recgithe transfer of such assets shall expressly asgayment of the principal of (and
premium, if any) and interest on all the Debt Se®s and the due and punctual performance andedosee of all of the covenants and
conditions contained in the Indenture; (b) immesliatifter giving effect to such transaction, no Evef Default under the Indenture, and no
event which, after notice or the lapse of timebath, would become such an Event of Default, deale occurred and be continuing; and (c)
an officer's certificate and legal opinion coversugh conditions shall be delivered to the TrugBsetions 801 and 803).

CERTAIN COVENANTS

LIMITATIONS ON INCURRENCE OF DEBT. The Operating Raership will not, and will not permit any Subsidy to, incur any Debt (as
defined below), other than intercompany debt (regméng Debt to which the only parties are the Camypthe Operating Partnership and

of their Subsidiaries (but only so long as suchtDebeld solely by any of the Company, the Opamaiartnership and any Subsidiary) that is
subordinate in right of payment to the Debt Semgijtif, immediately after giving effect to the imecence of such additional Debt, the
aggregate principal amount of all outstanding Dx¥flihe Operating Partnership and its Subsidianea oonsolidated basis determined in
accordance with generally accepted accounting ipleis greater than 60% of the sum of (i) the 1@fieg Partnership's Total Assets (as
defined below) as of the end of the calendar quareered in the Operating Partnership's AnnualoRegn Form 10-K or Quarterly Report
on Form 10-Q, as the case may be, most recergly fith the Commission (or, if such filing is narmitted under the Exchange Act, with
the Trustee) prior to the incurrence of such addil Debt and (i) the increase in Total Assetsgtfitbe end of such quarter including, without
limitation, any increase in Total Assets resultirgm the incurrence of such additional Debt (suarease together with the Operating
Partnership's Total Assets shall be referred th@sAdjusted Total Assets") (Section 1011).

In addition to the foregoing limitations on the imence of Debt, the Operating Partnership will mod will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, ahgstpdge, encumbrance or security interest ofkémy upon any of the property of the
Operating Partnership, or any Subsidiary ("Seclrelt"), whether owned at the date of the Indenturthereafter acquired, if, immediately
after giving effect to the incurrence of such aiddial Secured Debt, the aggregate principal amofial
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outstanding Secured Debt of the Operating Partipeesid its Subsidiaries on a consolidated bagsdater than 40% of the Operating
Partnership's Adjusted Total Assets (Section 1011).

In addition to the foregoing limitations on theimence of Debt, the Operating Partnership will motd will not permit any Subsidiary to,
incur any Debt if the ratio of Consolidated Incofeailable for Debt Service to the Annual Servicea@e (in each case as defined below
the four consecutive fiscal quarters most recestiyed prior to the date on which such additiondtieto be incurred shall have been less
than 1.5 to 1.0 on a pro forma basis after givifiigot to the incurrence of such Debt and to thdieation of the proceeds therefrom, and
calculated on the assumption that (i) such Debtaarydother Debt incurred by the Operating Partnprshits Subsidiaries since the first day
of such four-quarter period and the applicatiothef proceeds therefrom, including to refinance obebt, had occurred at the beginning of
such period, (ii) the repayment or retirement of ather Debt by the Operating Partnership or itss&liaries since the first day of such four-
quarter period had been incurred, repaid or retitettie beginning of such period (except that, akimg such computation, the amount of
Debt under any revolving credit facility shall bentputed based upon the average daily balance bf3ebt during such period), (iii) the
income earned on any increase in Adjusted Tota¢#ssince the end of such four-quarter period leghlearned, on an annualized basis,
during such period, and (iv) in the case of anyu#ition or disposition by the Operating Partngpstii any Subsidiary of any asset or grou
assets since the first day of such four-quarteogemcluding, without limitation, by merger, stopurchase or sale, or asset purchase or sale
such acquisition or disposition or any related yepant of Debt had occurred as of the first dayuathsperiod with the appropriate
adjustments with respect to such acquisition guaBgion being included in such pro forma calcalat{Section 1011).

For purposes of the foregoing provisions regardiglimitation on the incurrence of Debt, Debt tbal deemed to be "incurred" by the
Operating Partnership and its Subsidiaries on aaaated basis whenever the Operating Partneestdfts Subsidiaries on a consolidated
basis shall create, assume, guarantee or othelp@tsene liable in respect thereof.

MAINTENANCE OF TOTAL UNENCUMBERED ASSETS. The Optirg Partnership is required to maintain Total Unenbered Assets
of not less than 200% of the aggregate outstanglimgipal amount of all outstanding Unsecured D&g=ction 1013).

LIMITATIONS ON DISTRIBUTIONS. The Operating Partradip will not make any distribution, by reductiohcapital or otherwise (other
than distributions payable in securities evidendimgrests in the Operating Partnership's capitaiife purpose of acquiring interests in real
property or otherwise) unless, immediately afteirgj pro forma effect to such distribution (a) refallt under the Indenture or event of
default under any mortgage, indenture or instrurneder which there may be issued, or by which theag be secured or evidenced, any
Debt of the Operating Partnership, the Companyngr&ubsidiary shall have occurred or be continugmgl (b) the aggregate sum of all
distributions made after the date of the Indensinal not exceed the sum of

(i) 95% of the aggregate cumulative Funds From @xmars of the Operating Partnership accrued omautative basis from the date of the
Indenture until the end of the last fiscal quapgor to the contemplated payment, and (ii) theraggte Net Cash Proceeds received by the
Operating Partnership after the date of the Inderfrom the issuance and sale of Capital Stock®Qperating Partnership or the Company;
provided, however, that the foregoing limitatiomkimot apply to any distribution or other actiohieh is necessary to maintain the
Company's status as a REIT, under the Code, dglgeegate principal amount of all outstanding O¥lthe Company and the Operating
Partnership on a consolidated basis at such tinesssthan 60% of Adjusted Total Assets (Sectiat2) 0

Notwithstanding the foregoing, the Operating Paghig will not be prohibited from making the payrmehany distribution within 30 days
the declaration thereof if at such date of dedlanatuch payment would have complied with the iovis of the immediately preceding
paragraph.

EXISTENCE. Except as permitted under "Merger, Ctidation or Sale," the Operating Partnership ard@ompany are required to do or
cause to be done all things necessary to presad/kegep in full force and effect their existendghts and franchises; PROVIDED,
HOWEVER, that the Operating Partnership or the Camypshall not be required to preserve any rigtitasrchise if it determines that the
preservation thereof is no longer desirable incthreduct of its business and that the loss thesenbi disadvantageous in any material respect
to the Holders of the Debt Securities (Section 2007
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MAINTENANCE OF PROPERTIES. The Operating Partngrshirequired to cause all of its material progartised or useful in the conduct
of its business or the business of any Subsid@abetmaintained and kept in good condition, repad working order and supplied with all
necessary equipment and to cause to be made alissy repairs, renewals, replacements, betterrapdtsnprovements thereof, all as in
judgment of the Operating Partnership may be nacgs® that the business carried on in connetherewith may be properly and
advantageously conducted at all times; PROVIDEDWEYER, that the Operating Partnership and its Sliases shall not be prevented
from selling or otherwise disposing for value threispective properties in the ordinary course airss (Section 1005).

INSURANCE. The Operating Partnership is requiredatal is required to cause each of its Subsidi#mideeep all of its insurable properties
insured against loss or damage at least equagtottten full insurable value with financially saliand reputable insurance companies
(Section 1006).

PAYMENT OF TAXES AND OTHER CLAIMS. The Operating Raership and the Company are required to payswhdirge or cause to be
paid or discharged, before the same shall becotiregdent, (i) all taxes, assessments and goverraheharges levied or imposed upon it or
any Subsidiary or upon its income, profits or pmtyper that of any Subsidiary, and (ii) all lawftiaims for labor, materials and supplies
which, if unpaid, might by law become a lien upba property of the Operating Partnership, the Campar any Subsidiary; PROVIDED,
HOWEVER, that the Operating Partnership and the om shall not be required to pay or dischargeaose to be paid or discharged any
such tax, assessment, charge or claim whose anappiicability or validity is being contested inagbfaith by appropriate proceedings
(Section 1014).

PROVISION OF FINANCIAL INFORMATION. The Holders ddebt Securities will be provided with copies of #renual reports and
quarterly reports of the Operating Partnership. iv&eor not the Operating Partnership is subject to

Section 13 or 15(d) of the Exchange Act and folosg as any Debt Securities are outstanding, ther&ing Partnership will, to the extent
permitted under the Exchange Act, be requiredi¢ovith the Commission the annual reports, quartesports and other documents that the
Operating Partnership would have been requiredeavith the Commission pursuant to such SectiomrlB5(d) (the "Financial Statements")
if the Operating Partnership were so subject, sladuments to be filed with the Commission on oomptd the respective dates (the "Required
Filing Dates") by which the Operating Partnershimid have been required so to file such documénite iOperating Partnership were so
subject. The Operating Partnership will also in aagnt (x) within 15 days of each Required Filingt®(i) transmit by mail to all Holders of
Debt Securities, as their names and addressesrapgha Security Register, without cost to sucHddos, copies of the annual reports and
quarterly reports which the Operating Partnerstoplel have been required to file with the Commisgansuant to

Section 13 or 15(d) of the Exchange Act if the @iag Partnership were subject to such Sectiongigrfde with the Trustee copies of the
annual reports, quarterly reports and other doctsriéat the Operating Partnership would have beeuired to file with the Commission
pursuant to Section 13 or 15(d) of the ExchangeifAbe Operating Partnership were subject to ssettions and (y) if filing such documel
by the Operating Partnership with the Commissiamispermitted under the Exchange Act, promptlyrupwitten request and payment of the
reasonable cost of duplication and delivery, sugplyies of such documents to any prospective HgBlection 1015).

As used herein and in the Prospectus Supplement:

"ANNUAL SERVICE CHARGE" as of any date means theoaimt which is expensed and capitalized in any 12tmperiod for interest on
Debt.

"CAPITAL STOCK" of any Person means any and allrebainterests, rights to purchase, warrants, pgtiparticipations, rights in or other
equivalents (however designated) of such Persapisat stock or other equity participations, indhglpartnership interests, whether general
or limited, in such Person, including any preferséack, and any rights (other than debt securitigsrertible into capital stock), warrants or
options exchangeable for or convertible into sueital stock, whether now outstanding or issueerdfte date of this Prospectus.

"CONSOLIDATED INCOME AVAILABLE FOR DEBT SERVICE" fo any period means
Consolidated Net Income (as defined below) of tper@ting Partnership and its Subsidiaries (i) plm®unts which have been deducted for
(a) interest on Debt of the Operating Partnershipits Subsidiaries, (b) provision for taxes of the
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Operating Partnership and its Subsidiaries basédamme, (c) amortization of debt discount, (d) egation and amortization, (e) the effect
of any noncash charge resulting from a changedowtting principles in determining Consolidated Metome for such period, (f)
amortization of deferred charges and (g) provision®r realized losses on properties and (i) Es®unts that have been included for gains
on properties.

"CONSOLIDATED NET INCOME" for any period means thmount of consolidated net income (or loss) of@iperating Partnership and
Subsidiaries for such period determined on a cathsteld basis in accordance with generally acceptedunting principles ("GAAP").

"DEBT" means any indebtedness, whether or not ngatit, in respect of (i) borrowed money evidencgtidnds, notes, debentures or sin
instruments,

(i) indebtedness secured by any mortgage, plddge,charge, encumbrance or any security inteneisting on property, (iii) the
reimbursement obligations, contingent or otherwilse&onnection with any letters of credit actuatigued or amounts representing the bal:
deferred and unpaid of the purchase price of aopety except any such balance that constitutesared expense or trade payable or (iv)
any lease of property which would be reflected @momsolidated balance sheet as a capitalized ipaseordance with GAAP, in the case of
items of indebtedness under (i) through (iii) abtivéhe extent that any such items (other thaeref credit) would appear as a liability on a
consolidated balance sheet in accordance with GAAR also includes, to the extent not otherwiskided, any obligation to be liable for, or
to pay, as obligor, guarantor or otherwise (othantfor purposes of collection in the ordinary ceuof business), indebtedness of another
person.

"FUNDS FROM OPERATIONS" ("FFQO") for any period mesathe Consolidated Net Income of the Operatingni@aeship and its Subsidiari
for such period without giving effect to depreaiatiand amortization, gains or losses from extraangi items, gains or losses on sales of real
estate, gains or losses on investments in markesaniurities and any provision/benefit for incoasees for such period, plus the allocable
portion, based on the Operating Partnership's csaeinterest, of funds from operations of uncoitstéd joint ventures, all determined on a
consistent basis.

Management considers Funds from Operations touseful financial performance measure of the opegaterformance of an equity REIT
because, together with net income and cash flowsg$from Operations provides investors with antadthl basis to evaluate the ability ¢
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 andds from Operations should not be considered adt@mative to net income as an
indicator of the Operating Partnership's operatiegormance or as an alternative to cash flowsrasasure of liquidity. Funds from
Operations does not measure whether cash flowffisisut to fund all of the Company's cash needsuding principal amortization, capital
improvements and distributions to stockholders.dsuinom Operations does not represent cash floavs fiperating, investing or financing
activities as defined by GAAP. Further, Funds frOperations as disclosed by other REITS, may naopeparable to the Company's
calculation of Funds from Operations, as descridsale.

"NET CASH PROCEEDS" means the proceeds of any isstiar sale of Capital Stock or options, warrantsghts to purchase Capital
Stock, in the form of cash or cash equivalentduitinog payments in respect of deferred paymengakibns when received in the form of, or
stock or other assets when disposed for, cashsbreguivalents (except to the extent that suclyatiins are financed or sold with recourse
to the Operating Partnership or any Subsidiaryt) phattorney's fees, accountant's fees and brgke@nsultation, underwriting and other
fees and expenses actually incurred in connectitnsuch issuance or sale and net of taxes pgidyable as a result thereof.

"SUBSIDIARY" means any entity of which the OperatiRartnership or one or more other Subsidiariessawrtontrols, directly or
indirectly, more than 50% of the shares of VotingcRg.

"TOTAL ASSETS" as of any date means the sum ah@)Undepreciated Real Estate Assets and (iitladraassets of the Operating
Partnership and its Subsidiaries on a consolidadsis determined in accordance with GAAP (but edioly intangibles and accounts
receivable).
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"TOTAL UNENCUMBERED ASSETS" means the sum of (ipffe Undepreciated Real Estate Assets not subject émcumbrance and (ii)
all other assets of the Operating Partnership @n8luibsidiaries not subject to an encumbrancerdeted in accordance with GAAP (but
excluding intangibles and accounts receivable).

"UNDEPRECIATED REAL ESTATE ASSETS" as of any dateans the cost (original cost plus capital improvetsieof real estate assets
the Operating Partnership and its Subsidiariesuch gate, before depreciation and amortizatiorerdghed on a consolidated basis in
accordance with GAAP.

"UNSECURED DEBT" means Debt of the Operating Pashig or any Subsidiary which is not secured by maytgage, lien, charge, pledge
or security interest of any kind upon any of theparties owned by the Operating Partnership orddiitg Subsidiaries.

"VOTING STOCK" means stock having general votingveo under ordinary circumstances to elect at laasgjority of the board of
directors, managers or trustees, provided thakstat carries only the right to vote conditionathy the happening of an event shall not be
considered Voting Stock.

ADDITIONAL COVENANTS. Any additional or different@venants of the Operating Partnership or the Cognpatin respect to any series
of Debt Securities will be set forth in the ProgpscSupplement relating thereto.

EVENTS OF DEFAULT, NOTICE AND WAIVER

The Indenture provides that the following events'&vents of Default" with respect to any serie®ebt Securities issued thereunder: (a)
default for 30 days in the payment of any instatlingf interest on any Debt Security of such sefiiesdefault in the payment of the principal
of (or premium, if any on) any Debt Security of Biseries at its maturity; (c) default in making anyking fund payment as required for any
Debt Security of such series; (d) default in thefgrenance of any other covenant of the Operatingneeship or the Company contained in
the Indenture (other than a covenant added tontthentture solely for the benefit of a series of Débturities issued thereunder other than
such series), such default having continued fod®@ after written notice as provided in the Indesit(e) default in the payment of an
aggregate principal amount exceeding $5,000,0@Mhpfevidence of recourse indebtedness of the Opgraartnership or the Company or
any mortgage, indenture or other instrument undechvsuch indebtedness is issued or by which sudbbtedness is secured, such default
having occurred after the expiration of any apfileayrace period and having resulted in the acagtaer of the maturity of such indebtedne
but only if such indebtedness is not dischargesligh acceleration is not rescinded or annulledzgfjain events of bankruptcy, insolvency or
reorganization, or court appointment of a receilrguidator or trustee of the Operating Partnersttip Company or any Significant
Subsidiary or any of their respective property; égdany other Event of Default provided with resp® a particular series of Debt Securit
The term "Significant Subsidiary" means each sigaift subsidiary (as defined in Regulation S-X putated under the Securities Act) of
the Operating Partnership or the Company (Sectdn.5

If an Event of Default under the Indenture withpest to Debt Securities of any series at the timtstanding occurs and is continuing, the
every such case the Trustee or the Holders ofesstthan 25% in principal amount of the Outstan@irbt Securities of that series may
declare the principal amount (or, if the Debt Sems of that series are Original Issue Discourdusigies or Indexed Securities, such portion
of the principal amount as may be specified intdmms thereof) of all of the Debt Securities ofttbaries to be due and payable immediately
by written notice thereof to the Operating Parthgrand the Company (and to the Trustee if givethieyHolders). However, at any time a
such a declaration of acceleration with respe€dbt Securities of such series (or of all Debt $iies then Outstanding under the Indenture,
as the case may be) has been made, but beforgragud or decree for payment of the money due has bbtained by the Trustee, the
Holders of not less than a majority in principalamt of Outstanding Debt Securities of such s€oesf all Debt Securities then Outstand
under the Indenture, as the case may be) may teanithannul such declaration and its consequeh(asthe Operating Partnership or the
Company shall have deposited with the Trusteeegllired payments of the principal of (and premiifrany) and interest on the Debt
Securities of such series (or of all Debt Secwitieen Outstanding under the Indenture, as themagebe), plus certain fees, expenses,
disbursements and advances of the Trustee andl h)emts of Default, other than the non-paymenaadelerated principal of (or specified
portion thereof), or premium (if any) or interest e Debt Securities of such series (or of all
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Debt Securities then Outstanding under the Indents the case may be) have been cured or waiy@d\éded in the Indenture (Section
502). The Indenture also provides that the Holdérsot less than a majority in principal amountité Outstanding Debt Securities of any
series (or of all Debt Securities then Outstandinder the Indenture, as the case may be) may waly@ast default with respect to such
series and its consequences, except a default {leipayment of the principal of (or premium,nf/aor interest on any Debt Security of si
series or (y) in respect of a covenant or provigiontained in the Indenture that cannot be modifiedmended without the consent of the
Holder of each Outstanding Debt Security affectetedby (Section 513).

The Trustee will be required to give notice to Hhaders of Debt Securities within 90 days of a défander the Indenture unless such default
has been cured or waived; PROVIDED, HOWEVER, thatTrustee may withhold notice to the Holders of series of Debt Securities of
any default with respect to such series (excemfault in the payment of the principal of (or premi, if any) or interest on any Debt Security
of such series or in the payment of any sinkinglfinstallment in respect of any Debt Security aftsaeries) if specified Responsible Offic

of the Trustee consider such withholding to benminterest of such Holders (Section 602).

The Indenture provides that no Holders of Debt 88es of any series may institute any proceedijugicial or otherwise, with respect to the
Indenture or for any remedy thereunder, excepténcase of failure of the Trustee, for 60 daysdioafter it has received a written request to
institute proceedings in respect of an Event ofabkffrom the Holders of not less than 25% in ppatamount of the Outstanding Debt
Securities of such series, as well as an offendéinnity reasonably satisfactory to it (Section)5This provision will not prevent, however,
any holder of Debt Securities from instituting doit the enforcement of payment of the principafad premium, if any) and interest on s
Debt Securities at the respective due dates théBsaftion 508).

Subject to provisions in the Indenture relatingtsaduties in case of default, the Trustee is umbeobligation to exercise any of its rights or
powers under the Indenture at the request or direcf any Holders of any series of Debt Securitiesn Outstanding under the Indenture,
unless such Holders shall have offered to the &autereunder reasonable security or indemnitytig®e601). The Holders of not less than a
majority in principal amount of the Outstanding D&ecurities of any series (or of all Debt Secesitihen Outstanding under the Indentur
the case may be) shall have the right to directithe, method and place of conducting any proceeftinany remedy available to the Trus

or of exercising any trust or power conferred ug@nTrustee. However, the Trustee may refuse toviichny direction which is in conflict
with any law or the Indenture, or which may be ugduejudicial to the holders of Debt Securitiessath series not joining therein (Section
512).

Within 120 days after the close of each fiscal ydsr Operating Partnership and the Company (iDtlet Securities are Guaranteed
Securities) must deliver to the Trustee a certificaigned by one of several specified officerthefCompany, stating whether or not such
officer has knowledge of any default under the htdee and, if so, specifying each such defaulttaechature and status thereof (Sections
1009 and 1010).

MODIFICATION OF THE INDENTURE

Modifications and amendments of the Indenture kéllpermitted to be made only with the consent @eMHblders of not less than a majority
principal amount of all Outstanding Debt Securiteseries of Outstanding Debt Securities whichadfected by such modification or
amendment; PROVIDED, HOWEVER, that no such modiftcaor amendment may, without the consent of tbiler of each such Debt
Security affected thereby, (a) change the Statewifia of the principal of, or premium (if any) any installment of interest on, any such
Debt Security, reduce the principal amount of her tate or amount of interest on, or any premiugapke on redemption of, any such Debt
Security, or reduce the amount of principal of aifgiDal Issue Discount Security that would be dod payable upon declaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the holder of any such
Debt Security, change the place of payment, octiire or currency, for payment of principal of, piem, if any, or interest on any such Debt
Security or impair the right to institute suit fitve enforcement of any payment on or with respeanty such Debt Security; (b) reduce the
above-stated
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percentage of outstanding Debt Securities of angseecessary to modify or amend the Indenturegise compliance with certain
provisions thereof or certain defaults and consege thereunder or to reduce the quorum or voéggirements set forth in the Indenture;

(c) modify or affect in any manner adverse to ttedddrs the terms and conditions of the obligatiohthe Company in respect of the paymr

of principal (and premium, if any) and interestamy Guaranteed Securities; or (d) modify any offtliegoing provisions or any of the
provisions relating to the waiver of certain pasfadilts or certain covenants, except to increaseetuired percentage to effect such action or
to provide that certain other provisions may notrtmified or waived without the consent of the Holdf such Debt Security (Section 902).

The Indenture provides that the Holders of not thas a majority in principal amount of a serieuoitstanding Debt Securities have the r
to waive compliance by the Operating Partnershigf@rthe Company with certain covenants relatinguch series of Debt Securities in the
Indenture (Section 1008).

Modifications and amendments of the Indenture béllpermitted to be made by the Operating Partrgridie Company and the Trustee
without the consent of any Holder of Debt Secusifier any of the following purposes: (i) to evideribe succession of another Person to the
Operating Partnership as obligor or the Comparyuasantor under the Indenture; (ii) to add to theenants of the Operating Partnership or
the Company for the benefit of the Holders of alany series of Debt Securities or to surrenderraght or power conferred upon the
Operating Partnership or the Company in the Indentiii) to add Events of Default for the benefftthe Holders of all or any series of Debt
Securities; (iv) to add or change any provisionthefIndenture to facilitate the issuance of, ditieralize certain terms of, Debt Securities in
bearer form, or to permit or facilitate the issuaif Debt Securities in uncertificated form, praddhat such action shall not adversely affect
the interests of the Holders of the Debt Securitiegny series in any material respect; (v) to adnensupplement any provisions of the
Indenture, provided that no such amendment or sapght shall materially adversely affect the intexe$ the Holders of any Debt Securities
then Outstanding; (vi) to secure the Debt Secusri{ji) to establish the form or terms of Debt Gd#ties of any series; (viii) to provide for the
acceptance of appointment by a successor Trusfeeititate the administration of the trusts unthe Indenture by more than one Trustee;
(ix) to cure any ambiguity, defect or inconsistemtyhe Indenture, provided that such action shatladversely affect the interests of Holders
of Debt Securities of any series in any materigpeet; or (x) to supplement any of the provisiohthe Indenture to the extent necessary to
permit or facilitate defeasance and discharge pfsanies of such Debt Securities, provided thah sauation shall not adversely affect the
interests of the Holders of the Debt Securitiearof series in any material respect (Section 9@1adHition, with respect to Guaranteed
Securities, without the consent of any Holder obD®&ecurities the Company, or a subsidiary thempafy directly assume the due and
punctual payment of the principal of, any premiumd @nterest on all the Guaranteed Securities amgénformance of every covenant of the
Indenture on the part of the Operating Partnershlpe performed or observed. Upon any such assamytie Company or such subsidiary
shall succeed to, and be substituted for and mescese every right and power of, the Operatingriamship under the Indenture with the s:
effect as if the Company or such subsidiary hach ltlkee issuer of the Guaranteed Securities and pleeafing Partnership shall be released
from all obligations and covenants with respedhtGuaranteed Securities. No such assumptionishgérmitted unless the Company has
delivered to the Trustee

(i) an officer's certificate and an opinion of ceeh) stating, among other things, that the Guaesatel all other covenants of the Company in
the Indenture remain in full force and effect aiijdan opinion of independent counsel that the teaddof Guaranteed Securities shall have no
United States Federal tax consequences as a oésulth assumption, and that, if any Debt Secusrdie then listed on the New York Stock
Exchange, that such Debt Securities shall not bstelé as a result of such assumption (Section.805)

The Indenture provides that in determining whetherHolders of the requisite principal amount otsdanding Debt Securities of a series
have given any request, demand, authorizationgtitirg notice, consent or waiver thereunder or Wwhet quorum is present at a meeting of
Holders of Debt Securities, (i) the principal ambahan Original Issue Discount Security that shalldeemed to be Outstanding shall be the
amount of the principal thereof that would be dnd payable as of the date of such determinatiom giealaration of acceleration of the
maturity thereof, (ii) the principal amount of al@&ecurity denominated in a foreign currency #hetll be deemed Outstanding shall be the
U.S. dollar equivalent, determined on the issue @atsuch Debt Security, of the principal amouwnt {n the case of an Original Issue
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Discount Security, the U.S. dollar equivalent oa igsue date of such Debt Security of the amoueriaéned as provided in (i) above), (iii)
the principal amount of an Indexed Security thatllde deemed Outstanding shall be the principad faEmount of such Indexed Security at
original issuance, unless otherwise provided wgdpect to such Indexed Security pursuant to thenitadle, and (iv) Debt Securities owned
the Operating Partnership, the Company or any athiigor upon the Debt Securities or any affiliafehe Operating Partnership, the
Company or of such other obligor shall be disregdrd

The Indenture contains provisions for conveningtngs of the Holders of Debt Securities of a seff#sction 1501). A meeting will be
permitted to be called at any time by the Truséeel, also, upon request, by the Operating Partrergte Company (in respect of a series of
Guaranteed Securities) or the holders of at |e@t ih principal amount of the Outstanding Debt Siies of such series, in any such case
upon naotice given as provided in the Indenture ti8ed 502). Except for any consent that must begivy the Holder of each Debt Security
affected by certain modifications and amendmenti®findenture, any resolution presented at a mgeti adjourned meeting duly
reconvened at which a quorum is present will beniiéed to be adopted by the affirmative vote of iH@ders of a majority in principal
amount of the Outstanding Debt Securities of thaes; PROVIDED, HOWEVER, that, except as refeteedbove, any resolution with
respect to any request, demand, authorizationgtitire notice, consent, waiver or other action thay be made, given or taken by the
Holders of a specified percentage, which is leas #nmajority, in principal amount of the OutstangdDebt Securities of a series may be
adopted at a meeting or adjourned meeting dulymemred at which a quorum is present by the affinreatote of the Holders of such
specified percentage in principal amount of thes@urtding Debt Securities of that series. Any regmiupassed or decision taken at any
meeting of Holders of Debt Securities of any sedigly held in accordance with the Indenture willdieding on all Holders of Debt Securit
of that series. The quorum at any meeting calleabtitipt a resolution, and at any reconvened meetiitidge Persons holding or representir
majority in principal amount of the Outstanding D&ecurities of a series; provided, however, thahy action is to be taken at such meeting
with respect to a consent or waiver which may vemgiby the Holders of not less than a specifiedgr@age in principal amount of the
Outstanding Debt Securities of a series, the Persolding or representing such specified perceritageincipal amount of the Outstanding
Debt Securities of such series will constitute argm (Section 1504).

Notwithstanding the foregoing provisions, any attio be taken at a meeting of Holders of Debt Stesof any series with respect to ¢
action that the Indenture expressly provides mataken by the Holders of a specified percentagehvisi less than a majority in principal
amount of the Outstanding Debt Securities of aesemay be taken at a meeting at which a quorumeiept by the affirmative vote of
Holders of such specified percentage in principabant of the Outstanding Debt Securities of suctes€Section 1504).

DISCHARGE, DEFEASANCE AND COVENANT DEFEASANCE

The Operating Partnership may discharge certaigatibns to Holders of any series of Debt Secugitiat have not already been delivered to
the Trustee for cancellation and that either haa@me due and payable or will become due and payéthin one year (or scheduled for
redemption within one year) by irrevocably depogjtivith the Trustee, in trust, funds in such cucgeor currencies, currency unit or units or
composite currency or currencies in which such [Bduurities are payable in an amount sufficieqatp the entire indebtedness on such |
Securities in respect of principal (and premiunarif/) and interest to the date of such deposéugh Debt Securities have become due and
payable) or to the Stated Maturity or RedemptioteDas the case may be (Section 401).

Unless otherwise provided in the applicable ProgsgeBupplement, the Operating Partnership may eldadr (a) to defease and discharge
itself and the Company (if such Debt Securities@uaranteed Securities) from any and all obligatieith respect to such Debt Securities
(except for the obligation to pay additional amayiiftany, upon the occurrence of certain eventaxyfassessment or governmental charge
with respect to payments on such Debt Securitidstas obligations to register the transfer or ergeaof such Debt Securities, to replace
temporary or mutilated, destroyed, lost or stol&bTSecurities, to maintain an office or agencsespect of such Debt Securities and to hold
moneys for payment in trust) ("defeasance") otglelease itself and the Company (if such DebuBges are Guaranteed Securities) from
their obligations with respect to such Debt Semsitinder certain sections of the Indenture
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(including the restrictions described under "Cer@dbvenants") and if provided pursuant to Sectidh &f the Indenture, their obligations w
respect to any other covenant, and any omissiaonply with such obligations shall not constitutéedault or an Event of Default with
respect to such Debt Securities ("covenant defeasarn either case upon the irrevocable depgsthk Operating Partnership or the
Company (if the Debt Securities are Guaranteed@is®) with the Trustee, in trust, of an amountsuch currency or currencies, currency
unit or units or compaosite currency or currencres/hich such Debt Securities are payable at Stdtdrity, or Government Obligations (as
defined below), or both, applicable to such Deltusigies which through the scheduled payment afgipal and interest in accordance with
their terms will provide money in an amount suffiti to pay the principal of (and premium, if angilanterest on such Debt Securities, and
any mandatory sinking fund or analogous paymemgetin, on the scheduled due dates therefor (Setiidh

Such a trust will only be permitted to be estaldsif, among other things, the Operating Partnprehihe Company (if the Debt Securities
are Guaranteed Securities) has delivered to thet§euan Opinion of Counsel (as specified in themtare) to the effect that the Holders of
such Debt Securities will not recognize incomengailoss for U.S. Federal income tax purposesrasut of such defeasance or covenant
defeasance and will be subject to U.S. Federahirecax on the same amounts, in the same mannet dnel same times as would have been
the case if such defeasance or covenant defeakada®t occurred, and such Opinion of Counsehéncise of defeasance, must refer to and
be based upon a ruling of the Internal Revenuei&epr a change in applicable United States Fediszame tax law occurring after the date
of the Indenture (Section 402).

"Government Obligations" means securities tha{iuirect obligations of the United States of Acaror the government that issued the
foreign currency in which the Debt Securities @faaticular series are payable, for the paymentra€wits full faith and credit is pledged or
(i) obligations of a person controlled or supeeddy and acting as an agency or instrumentalith@fUnited States of America or such
government that issued the foreign currency in Withe Debt Securities of such series are paydiepayment of which is unconditionally
guaranteed as a full faith and credit obligatiorthey United States of America or such other govemtirand that, in either case, are not
callable or redeemable at the option of the istemeof, and shall also include a depository reédegued by a bank or trust company as
custodian with respect to any such Government @tiég or a specific payment of interest on or gpatof any such Government Obligati
held by such custodian for the account of the hraddl@ depository receipt, PROVIDED that (exceptexguired by law) such custodian is not
authorized to make any deduction from the amouydipia to the holder of such depository receipt fiamy amount received by the custodian
in respect of the Government Obligation or the Bimepgayment of interest on or principal of the Gorment Obligation evidenced by such
depository receipt.

Unless otherwise provided in the applicable ProggeSupplement, if after the Operating Partnershifne Company (if the Debt Securities
are Guaranteed Securities) has deposited fundsra@dizernment Obligations to effect defeasancewecant defeasance with respect to
Debt Securities of any series,

(a) the Holder of a Debt Security of such seriemnistled to, and does, elect pursuant to the Ihaeror the terms of such Debt Security to
receive payment in a currency, currency unit or gosite currency other than that in which such di¢fpas been made in respect of such
Debt Security, or (b) a Conversion Event (as defipelow) occurs in respect of the currency, curyanat or composite currency in which
such deposit has been made, the indebtednessarfm@dy such Debt Security shall be deemed to begr, and will be, fully discharged
and satisfied through the payment of the princgfghnd premium, if any) and interest on such Ddxturity as they become due out of the
proceeds yielded by converting the amount so degubsi respect of such Debt Security into the awaye currency unit or composite currel
in which such Debt Security becomes payable asutref such election or such Conversion Event thasethe applicable market exchange
rate (Section 402). "Conversion Event" means tlssat@on of use of (i) a currency, currency unit@mposite currency both by the
government of the country that issued such curremclfor the settlement of transactions by a cehtnak or other public institutions of or
within the international banking community, (iettfeCU both within the European Monetary Systemfanthe settlement of transactions by
public institutions of or within the European Union(iii) any currency unit or composite currendher than the ECU for the purposes for
which it was established. Unless otherwise providetie applicable Prospectus Supplement, all paysnaf principal of (and premium, if
any) and interest on any
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Debt Security that is payable in a foreign curreti@gt ceases to be used by its government of issusimall be made in U.S. dollars.

If the Operating Partnership effects covenant defiaee with respect to any Debt Securities and Bett Securities are declared due and
payable because of the occurrence of any Evenetdilt other than the Event of Default describedli@ause (d) under "Events of Default,
Notice and Waiver" with respect to Sections no Emgpplicable to such Debt Securities or describetause (g) under "Events of Defat
Notice and Waiver" with respect to any other covetraes to which there has been covenant defeastingcamount in such currency, currel
unit or composite currency in which such Debt Siiesrare payable, and Government Obligations grosi¢ with the Trustee, will be
sufficient to pay amounts due on such Debt Seegrit the time of their Stated Maturity but may Im@tsufficient to pay amounts due on such
Debt Securities at the time of the accelerationltiegy from such Event of Default. However, the @qing Partnership and the Company (if
such Debt Securities are Guaranteed Securitiesldwemain liable to make payment of such amounesatithe time of acceleration.

The applicable Prospectus Supplement may furtheeritee the provisions, if any, permitting such dstence or covenant defeasance,
including any modifications to the provisions désed above, with respect to the Debt Securitiesrafithin a particular series.

NO CONVERSION RIGHTS

The Debt Securities will not be convertible intoemchangeable for any capital stock of the Compmargquity interest in the Operating
Partnership.

GLOBAL SECURITIES

The Debt Securities of a series may be issued wiendr in part in the form of one or more globatiggties (the "Global Securities") that will
be deposited with, or on behalf of, a depositamg (Depositary") identified in the applicable Presfus Supplement relating to such series.
Global Securities may be issued in either registerébearer form and in either temporary or permaf@m. The specific terms of the
depositary arrangement with respect to a seri@ebt Securities will be described in the applica®lespectus Supplement relating to such
series.
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DESCRIPTION OF PREFERRED STOCK
GENERAL

The Company is authorized to issue 10,000,000 stadnereferred stock, $.01 par value per sharesha¢h no Preferred Stock was
outstanding at the date hereof.

The following description of the Preferred Stocksderth certain general terms and provisions efRheferred Stock to which any Prospectus
Supplement may relate. The statements below désgtibe Preferred Stock are in all respects sulbjeand qualified in their entirety by
reference to the applicable provisions of the CamfsaAmended and Restated Articles of Incorporafiba "Articles of Incorporation™) and
Bylaws and any applicable amendment to the Artiofdsicorporation designating terms of a serieB&ferred Stock (a "Designating
Amendment").

TERMS

Subject to the limitations prescribed by the Aggbf Incorporation, the board of directors is atitted to fix the number of shares
constituting each series of Preferred Stock andiiséggnations and powers, preferences and relaarécipating, optional or other special
rights and qualifications, limitations or restrats thereof, including such provisions as may lsireé concerning voting, redemption,
dividends, dissolution or the distribution of assebnversion or exchange, and such other suljecimtters as may be fixed by resolution of
the board of directors. The Preferred Stock wiliew issued, be fully paid and nonassessable b@dhgpany and will have no preemptive
rights.

Reference is made to the Prospectus Supplemetitceta the Preferred Stock offered thereby forc#ipeterms, including:

(1) The title and stated value of such PreferrextiSt

(2) The number of shares of such Preferred Stofekexf, the liquidation preference per share anatfeging price of such Preferred Stock;
(3) The dividend rate(s), period(s) and/or paynuzte(s) or method(s) of calculation thereof appliedo such Preferred Stock;

(4) The date from which dividends on such PrefeB&xtk shall accumulate, if applicable;

(5) The procedures for any auction and remarketfragy, for such Preferred Stock;

(6) The provision for a sinking fund, if any, farch Preferred Stock;

(7) The provision for redemption, if applicable,spich Preferred Stock;

(8) Any listing of such Preferred Stock on any séms exchange;

(9) The terms and conditions, if applicable, updnal such Preferred Stock will be convertible i@tommon Stock of the Company,
including the conversion price (or manner of caitioh thereof);

(10) Whether interests in such Preferred Stockbéllepresented by Depositary Shares;
(11) Any other specific terms, preferences, righsitations or restrictions of such Preferred %toc
(12) A discussion of Federal income tax consideratiapplicable to such Preferred Stock;

(13) The relative ranking and preferences of suelielPred Stock as to dividend rights and rightsruliguidation, dissolution or winding up
the affairs of the Company;

(14) Any limitations on issuance of any series df€rred Stock ranking senior to or on a parityhvgitich series of Preferred Stock as to
dividend rights and rights upon liquidation, disg@n or winding up of the affairs of the Compaayd

(15) Any limitations on direct or beneficial ownkis and restrictions on transfer, in each caseashe appropriate to preserve the status of
the Company as a REIT.
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RANK

Unless otherwise specified in the Prospectus Suppi¢, the Preferred Stock will, with respect toidiénd rights and rights upon liquidation,
dissolution or winding up of the Company, ranksghior to all classes or series of Common Sto¢ke@fCompany, and to all equity securities
ranking junior to such Preferred Stock; (ii) onaaify with all equity securities issued by the Camnyp the terms of which specifically provide
that such equity securities rank on a parity whitd Preferred Stock; and (iii) junior to all equsigcurities issued by the Company the terms of
which specifically provide that such equity sedastrank senior to the Preferred Stock. The temuitg securities" does not include
convertible debt securities.

DIVIDENDS

Holders of the Preferred Stock of each serieshlentitled to receive, when, as and if declarethbyboard of directors of the Company, out
of assets of the Company legally available for paytncash dividends at such rates and on such @atedl be set forth in the applicable
Prospectus Supplement. Each such dividend shalhpable to holders of record as they appear oshhee transfer books of the Company
such record dates as shall be fixed by the boaditretors of the Company.

Dividends on any series of the Preferred Stock beagumulative or non-cumulative, as provided indgpplicable Prospectus Supplement.
Dividends, if cumulative, will be cumulative fronmé after the date set forth in the applicable Peogps Supplement. If the board of directors
of the Company fails to declare a dividend payaisle dividend payment date on any series of thiePeel Stock for which dividends are
non-cumulative, then the holders of such serigh@Preferred Stock will have no right to receivdivadend in respect of the dividend period
ending on such dividend payment date, and the Coynpdl have no obligation to pay the dividend agedl for such period, whether or not
dividends on such series are declared payable yfuture dividend payment date.

If Preferred Stock of any series is outstandingdivadends will be declared or paid or set aparffayment on any capital stock of the
Company of any other series ranking, as to dividend a parity with or junior to the Preferred &tof such series for any period unless (i) if
such series of Preferred Stock has a cumulatividelid, full cumulative dividends have been or comieraneously are declared and paid or
declared and a sum sufficient for the payment tifeset apart for such payment on the PreferredkStbsuch series for all past dividend
periods and the then current dividend period or

(ii) if such series of Preferred Stock does notehaumulative dividend, full dividends for thetheurrent dividend period have been or
contemporaneously are declared and paid or dectar@@ sum sufficient for the payment thereof pattafor such payment on the Preferred
Stock of such series. When dividends are not pefdli (or a sum sufficient for such full paymestnot so set apart) upon Preferred Stock of
any series and the shares of any other seriestdérRrd Stock ranking on a parity as to dividendh the Preferred Stock of such series, all
dividends declared upon Preferred Stock of sudesand any other series of Preferred Stock rankimg parity as to dividends with such
Preferred Stock shall be declared pro rata satigsamount of dividends declared per share of RexfeStock of such series and such other
series of Preferred Stock shall in all cases leeaath other the same ratio that accrued dividpadshare on the Preferred Stock of such
series (which shall not include any accumulatiorespect of unpaid dividends for prior dividendipds if such Preferred Stock does not f

a cumulative dividend) and such other series ofePred Stock bear to each other. No interest, or simoney in lieu of interest, shall be
payable in respect of any dividend payment or paymen Preferred Stock of such series which may berears.

Except as provided in the immediately precedinggiaph, unless (i) if such series of PreferredShas a cumulative dividend, full
cumulative dividends on the Preferred Stock of sseriies have been or contemporaneously are de@ackdaid or declared and a sum
sufficient for the payment thereof set apart foyrpant for all past dividend periods and the thememnt dividend period, and (ii) if such series
of Preferred Stock does not have a cumulative divil full dividends on the Preferred Stock of ssiehies have been or contemporaneously
are declared and paid or declared and a sum srffidr the payment thereof set apart for paymenttfe then current dividend period, no
dividends (other than in shares of Common Stoaitlogr capital shares ranking junior to the Prefé8tock of such series as to dividends
upon liquidation) shall be declared or paid orasitle for payment or other distribution shall belaieed or made upon the Common Stock, or
any other capital shares of the Company rankingjuo or
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on a parity with the Preferred Stock of such seaieto dividends or upon liquidation, nor shall ahgres of Common Stock, or any other
capital shares of the Company ranking junior torra parity with the Preferred Stock of such seaie dividends or upon liquidation be
redeemed, purchased or otherwise acquired for amgideration (or any moneys be paid to or maddablaifor a sinking fund for the
redemption of any such shares) by the Company féxgeconversion into or exchange for other cagteares of the Company ranking jur
to the Preferred Stock of such series as to diddemd upon liquidation).

REDEMPTION

If so provided in the applicable Prospectus Supplaithe Preferred Stock will be subject to mangatedemption or redemption at the
option of the Company, as a whole or in part, icheease upon the terms, at the times and at tleemeiibn prices set forth in such Prospectus
Supplement.

The Prospectus Supplement relating to a seriesedéPed Stock that is subject to mandatory redamptill specify the number of shares of
such Preferred Stock that shall be redeemed b@dnepany in each year commencing after a date &péeified, at a redemption price per
share to be specified, together with an amountlgqual accrued and unpaid dividends thereon (Wisigall not, if Preferred Stock does not
have a cumulative dividend, include any accumutaitiorespect of unpaid dividends for prior dividgretiods) to the date of redemption. The
redemption price may be payable in cash or othgpeqaty, as specified in the applicable Prospectygp@ment. If the redemption price for
Preferred Stock of any series is payable only ftbennet proceeds of the issuance of capital studie® Company, the terms of such
Preferred Stock may provide that, if no such caphares shall have been issued or to the extemiehproceeds from any issuance are
insufficient to pay in full the aggregate redemptprice then due, such Preferred Stock shall aufoatly and mandatorily be converted into
the applicable capital shares of the Company puatdoaconversion provisions specified in the apdlie Prospectus Supplement.

Notwithstanding the foregoing, unless (i) if suehias of Preferred Stock has a cumulative dividémtcumulative dividends on all shares
any series of Preferred Stock have been or conteanpously are declared and paid or declared aochassfficient for the payment thereof
set apart for payment for all past dividend periadd the then current dividend period, and (igu€h series of Preferred Stock does not have
a cumulative dividend, full dividends of the Preéat Stock of any series have been or contemporaheate declared and paid or declared
and a sum sufficient for the payment thereof sattdpr payment for the then current dividend péyioo shares of any series of Preferred
Stock shall be redeemed unless all outstandingfeef Stock of such series is simultaneously reédeROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actiisof Preferred Stock of such series to presdreeREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding Pradesteck of such series. In addition,
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dha@utstanding shares of any series of
Preferred Stock have been or contemporaneouslyeztared and paid or declared and a sum suffifigrthe payment thereof set apart for
payment for all past dividends periods and the therent dividend period, and (ii) if such serié$ceferred Stock does not have a
cumulative dividend, full dividends on the Prefer®tock of any series have been or contemporaneatesideclared and paid or declared
a sum sufficient for the payment thereof set afwairpayment for the then current dividend peride, Company shall not purchase or
otherwise acquire directly or indirectly any shaoé®referred Stock of such series (except by cime into or exchange for capital share
the Company ranking junior to the Preferred Stdckueh series as to dividends and upon liquidatiBROVIDED, HOWEVER, that the
foregoing shall not prevent the purchase or actiisof Preferred Stock of such series to presdre@eREIT status of the Company or
pursuant to a purchase or exchange offer madeeosatime terms to holders of all outstanding PredeBteck of such series.

If fewer than all of the outstanding shares of @nefd Stock of any series are to be redeemed utinder of shares to be redeemed will be
determined by the Company and such shares maydberre=d pro rata from the holders of record of shelres in proportion to the numbe
such shares held or for which redemption is regaklsy such holder (with adjustments to avoid redempf fractional shares) or by lot in a
manner determined by the Company.

25



Notice of redemption will be mailed at least 30 sldyt not more than 60 days before the redemptite td each holder of record of Prefer
Stock of any series to be redeemed at the addnesmson the share transfer books of the Compangh Batice shall state: (i) the redempt
date; (ii) the number of shares and series of théeRed Stock to be redeemed; (iii) the redemppioce; (iv) the place or places where
certificates for such Preferred Stock are to beesutered for payment of the redemption price; lfa} tividends on the shares to be redeemed
will cease to accrue on such redemption date; aifthie date upon which the holder's conversiohtsgif any, as to such shares shall
terminate. If fewer than all the shares of Pref@@éock of any series are to be redeemed, theenwtidled to each such holder thereof shall
also specify the number of shares of Preferredi3tmbe redeemed from each such holder. If noticedemption of any Preferred Stock has
been given and if the funds necessary for suchmmptien have been set aside by the Company infoushe benefit of the holders of any
Preferred Stock so called for redemption, then feord after the redemption date dividends will ceéasgccrue on such Preferred Stock, and
all rights of the holders of such shares will terate, except the right to receive the redemptiaepr

LIQUIDATION PREFERENCE

Upon any voluntary or involuntary liquidation, didstion or winding up of the affairs of the Compattyen, before any distribution or
payment shall be made to the holders of any Com&tock or any other class or series of capital shaf¢ghe Company ranking junior to the
Preferred Stock in the distribution of assets ug@oy liquidation, dissolution or winding up of thei@pany, the holders of each series of
Preferred Stock shall be entitled to receive owssets of the Company legally available for distibn to shareholders liquidating
distributions in the amount of the liquidation gefnce per share (set forth in the applicable Reisp Supplement), plus an amount equal to
all dividends accrued and unpaid thereon (whicti sish include any accumulation in respect of udpdividends for prior dividend periods if
such Preferred Stock does not have a cumulativdatid). After payment of the full amount of thedidating distributions to which they are
entitled, the holders of Preferred Stock will haeeright or claim to any of the remaining assetthefCompany. If, upon any such voluntary
or involuntary liquidation, dissolution or windingp, the available assets of the Company are ircseffiti to pay the amount of the liquidating
distributions on all outstanding Preferred StocHl Hre corresponding amounts payable on all shdrether classes or series of capital shares
of the Company ranking on a parity with the PrefdrBtock in the distribution of assets, then tHddrg of the Preferred Stock and all other
such classes or series of capital shares shak sagbly in any such distribution of assets impprtion to the full liquidating distributions to
which they would otherwise be respectively entitled

If liquidating distributions shall have been maddiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classagries of capital shares ranking junior to thefétred Stock upon liquidation, dissolution
or winding up, according to their respective rightsl preferences and in each case according toréspiective number of shares. For such
purposes, the consolidation or merger of the Compath or into any other corporation, trust or éntor the sale, lease or conveyance of all
or substantially all of the property or businesshaf Company, shall not be deemed to constituiguédhtion, dissolution or winding up of the
Company.

VOTING RIGHTS

Holders of the Preferred Stock will not have antingrights, except as set forth below or as otlevifrom time to time required by law or
indicated in the applicable Prospectus Supplement.

Whenever dividends on any shares of Preferred Stioalk be in arrears for six or more consecutivartguly periods, the holders of such
shares of Preferred Stock (voting separately dass evith all other series of preferred stock upiich like voting rights have been conferred
and are exercisable) will be entitled to vote far election of two additional directors of the Ca@mp at a special meeting called by the
holders of record of at least 10% of any serieBreferred Stock so in arrears (unless such redpiesteived less than 90 days before the date
fixed for the next annual or special meeting ofsterkholders) or at the next annual meeting afldtolders, and at each subsequent annual
meeting until (i) if such series of Preferred Stbels a cumulative dividend, all dividends accunadain such shares of Preferred Stock for
the past dividend periods and the then currentldivil period shall have been fully paid or declamed a sum sufficient for the payment
thereof set aside for payment or (ii) if such seoéPreferred Stock does
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not have a cumulative dividend, four consecutivartgrly dividends shall have been fully paid orldesd and a sum sufficient for the
payment thereof set aside for payment. In such, thseentire board of directors of the Company bélincreased by two directors.

Unless provided otherwise for any series of PrefeBtock, so long as any shares of Preferred $émakin outstanding, the Company will
not, without the affirmative vote or consent of tiwders of at least twthirds of the shares of each series of PreferredkSiutstanding at t
time, given in person or by proxy, either in wr@inr at a meeting (such series voting separatedydass), (i) authorize or create, or increase
the authorized or issued amount of, any classrassef capital stock ranking prior to such sedgéPreferred Stock with respect to payment
of dividends or the distribution of assets upomniligtion, dissolution or winding up or reclassifyyaauthorized capital stock of the Company
into such shares, or create, authorize or issumhligation or security convertible into or evidergthe right to purchase any such shares; or
(i) amend, alter or repeal the provisions of th@mpany's Articles of Incorporation or the DesigngtAmendment for such series of Prefel
Stock, whether by merger, consolidation or otheswan "Event"), so as to materially and adverséBcaany right, preference, privilege or
voting power of such series of Preferred Stockertolders thereof; PROVIDED, HOWEVER, with respecthe occurrence of any of the
Events set forth in (ii) above, so long as the &refd Stock remains outstanding with the termstifematerially unchanged, taking into
account that upon the occurrence of an Event, trapany may not be the surviving entity, the ocawresof any such Event shall not be
deemed to materially and adversely affect suchtsigireferences, privileges or voting power of lkeoddof Preferred Stock and provided
further that (x) any increase in the amount ofdbthorized Preferred Stock or the creation or isseaf any other series of Preferred Stock,
or (y) any increase in the amount of authorizedeshaf such series or any other series of Pref@tedk, in each case ranking on a parity

or junior to the Preferred Stock of such seriehwdispect to payment of dividends or the distrinutif assets upon liquidation, dissolution or
winding up, shall not be deemed to materially atheeasely affect such rights, preferences, privilegevoting powers.

The foregoing voting provisions will not apply &t or prior to the time when the act with respeathich such vote would otherwise be
required shall be effected, all outstanding shafesich series of Preferred Stock shall have bedeamed or called for redemption and
sufficient funds shall have been deposited in trugtffect such redemption.

CONVERSION RIGHTS

The terms and conditions, if any, upon which amyeseof Preferred Stock is convertible into shae€ommon Stock will be set forth in the
applicable Prospectus Supplement relating theftoh terms will include the number of shares of @am Stock into which the shares of
Preferred Stock are convertible, the conversiooepfor manner of calculation thereof), the conwergieriod, provisions as to whether
conversion will be at the option of the holdersha Preferred Stock or the Company, the eventdnieguan adjustment of the conversion
price and provisions affecting conversion in theregwf the redemption of such series of Prefertedis

SHAREHOLDER LIABILITY

As discussed below under "Description of Commortiste General," applicable Maryland law provides thashareholder, including holde
of Preferred Stock, shall be personally liabletfar acts and obligations of the Company and theafithds and property of the Company shall
be the only recourse for such acts or obligations.

RESTRICTIONS ON OWNERSHIP

As discussed below under "Description of Commortiste Certain Provisions Affecting Change of CohtrdOWNERSHIP LIMITATIONS
AND RESTRICTIONS ON TRANSFERS," for the Companyqumlify as a REIT under the Internal Revenue Cdd986, as amended (the
"Code"), not more than 50% in value of its outstagdapital shares may be owned, directly or iratiye by five or fewer individuals (as
defined in the Code to include certain entitiesjriythe last half of a taxable year. To ensure tiia Company remains a qualified REIT, the
Articles of Incorporation provide that no holdether than persons approved by the directors at dipdiion and in their discretion) may own,
or be deemed to own by virtue of the
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attribution provisions of the Code, more than 9@Bthe issued and outstanding capital stock of@bmpany. To assist the Company in
meeting this requirement, the Company may takeiredctions to limit the beneficial ownership, ditg or indirectly, by a single person of
the Company's outstanding equity securities, inoldny Preferred Stock of the Company. Therefitre Designating Amendment for each
series of Preferred Stock may contain provisiosfriging the ownership and transfer of the Pref@i$tock. The applicable Prospectus
Supplement will specify any additional ownershipitation relating to a series of Preferred Stock.

REGISTRAR AND TRANSFER AGENT

The Registrar and Transfer Agent for the PrefeBttk will be set forth in the applicable ProspecBupplement.
DESCRIPTION OF DEPOSITARY SHARES

GENERAL

The Company may issue receipts ("Depositary Rexdifiir Depositary Shares, each of which will regaet a fractional interest of a share of
a particular series of Preferred Stock, as spekifighe applicable Prospectus Supplement. Shdfeseéerred Stock of each series represe
by Depositary Shares will be deposited under ars¢paeposit agreement (each, a "Deposit Agreemambng the Company, the depositary
named therein (a "Preferred Stock Depositary")thecholders from time to time of the Depositary &pts. Subject to the terms of the
applicable Deposit Agreement, each owner of a DiggrgsReceipt will be entitled, in proportion toetfractional interest of a share of a
particular series of Preferred Stock representetthéyepositary Shares evidenced by such Deposacgipt, to all the rights and
preferences of the Preferred Stock representeddiy Bepositary Shares (including dividend, votiogpnversion, redemption and liquidation
rights).

The Depositary Shares will be evidenced by DepsRaceipts issued pursuant to the applicable Oepgseement. Immediately following
the issuance and delivery of the Preferred StoctheyCompany to a Preferred Stock Depositary, thagany will cause such Preferred St
Depositary to issue, on behalf of the Company[ibpositary Receipts. Copies of the applicable fofdeposit Agreement and Depositary
Receipt may be obtained from the Company upon #gard the statements made hereunder relatingpodit Agreements and the
Depositary Receipts to be issued thereunder arenswi@s of certain anticipated provisions thereaf da not purport to be complete and are
subject to, and qualified in their entirety by refece to, all of the provisions of the applicablepbsit Agreement and related Depositary
Receipts.

DIVIDENDS AND OTHER DISTRIBUTIONS

A Preferred Stock Depositary will be required tetdbute all cash dividends or other cash distidng received in respect of the applicable
Preferred Stock to the record holders of DeposiRageipts evidencing the related Depositary ShHarpsoportion to the number of such
Depositary Receipts owned by such holders, subjem¢rtain obligations of holders to file proofsrtificates and other information and to |
certain charges and expenses to such Preferrekd Segmsitary.

In the event of a distribution other than in casPPreferred Stock Depositary will be required &trithute property received by it to the record
holders of Depositary Receipts entitled theretbjesxtt to certain obligations of holders to file pf®, certificates and other information and to
pay certain charges and expenses to such Prefétoekl Depositary, unless such Preferred Stock Digppsietermines that it is not feasible
to make such distribution, in which case such PrefeStock Depositary may, with the approval of@mpany, sell such property and
distribute the net proceeds from such sale to boddters.

No distribution will be made in respect of any Dsipary Share to the extent that it represents aafeRed Stock that has been converte
exchanged.
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WITHDRAWAL OF STOCK

Upon surrender of the Depositary Receipts at thparate trust office of the applicable PreferredcBtDepositary (unless the related
Depositary Shares have previously been calledefdemption or converted), the holders thereof valentitled to delivery at such office, to or
upon each such holder's order, of the number ofewnofractional shares of the applicable Prefe@&stk and any money or other property
represented by the Depositary Shares evidenceddbyBepositary Receipts. Holders of Depositary Résevill be entitled to receive whole
or fractional shares of the related Preferred Stockhe basis of the proportion of Preferred Stegkesented by each Depositary Share as
specified in the applicable Prospectus Supplententholders of such shares of Preferred Stocknaeilthereafter be entitled to receive
Depositary Shares therefor. If the Depositary Rasadelivered by the holder evidence a number @idSitary Shares in excess of the nun
of Depositary Shares representing the number otstaf Preferred Stock to be withdrawn, the apple#referred Stock Depositary will be
required to deliver to such holder at the same imew Depositary Receipt evidencing such excesgatof Depositary Shares.

REDEMPTION OF DEPOSITARY SHARES

Whenever the Company redeems shares of Preferoeld B¢ld by a Preferred Stock Depositary, suchdPred Stock Depositary will be
required to redeem as of the same redemption dateumber of Depositary Shares representing sloétbe Preferred Stock so redeemed,
provided the Company shall have paid in full torsBeceferred Stock Depositary the redemption prfabe Preferred Stock to be redeemed
plus an amount equal to any accrued and unpaidetidis thereon to the date fixed for redemption.rédemption price per Depositary Sh
will be equal to the redemption price and any otrepunts per share payable with respect to thefPeef Stock. If fewer than all the
Depositary Shares are to be redeemed, the DepoSitares to be redeemed will be selected pro astadarly as may be practicable without
creating fractional Depositary Shares) or by ameoequitable method determined by the Company.

From and after the date fixed for redemption, alidnds in respect of the shares of PreferredkStoccalled for redemption will cease to
accrue, the Depositary Shares so called for redempiill no longer be deemed to be outstanding @ahdghts of the holders of the
Depositary Receipts evidencing the Depositary Shsoecalled for redemption will cease, except ifjlet to receive any moneys payable u
such redemption and any money or other propenyhich the holders of such Depositary Receipts wetéled upon such redemption upon
surrender thereof to the applicable Preferred SBmpositary.

VOTING OF THE PREFERRED STOCK

Upon receipt of notice of any meeting at which hioéders of the applicable Preferred Stock areledtib vote, a Preferred Stock Depositary
will be required to mail the information contain@dsuch notice of meeting to the record holderthefDepositary Receipts evidencing the
Depositary Shares that represent such Preferredt.Sfach record holder of Depositary Receipts ewidey Depositary Shares on the record
date (which will be the same date as the recore fdatthe Preferred Stock) will be entitled to mist such Preferred Stock Depositary as to
the exercise of the voting rights pertaining to @aheount of Preferred Stock represented by suctehisl®epositary Shares. Such Preferred
Stock Depositary will be required to vote the amafrPreferred Stock represented by such DeposBhgares in accordance with such
instructions, and the Company will agree to takeessonable action that may be deemed necessaychyPreferred Stock Depositary in
order to enable such Preferred Stock Depositadptso. Such Preferred Stock Depositary will be iregito abstain from voting the amount
of Preferred Stock represented by such DeposithayeS to the extent it does not receive specifitruictions from the holders of Depositary
Receipts evidencing such Depositary Shares. A RPesf&Stock Depositary will not be responsible foy &ailure to carry out any instruction
vote, or for the manner or effect of any such votle, as long as any such action or non-actiong®od faith and does not result from
negligence or willful misconduct of such Prefer@&dck Depositary.

LIQUIDATION PREFERENCE

In the event of the liquidation, dissolution or wing up of the Company, whether voluntary or invaéry, the holders of each Depositary
Receipt will be entitled to the fraction of thedidation preference
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accorded each share of Preferred Stock representde Depositary Share evidenced by such DepgdRaceipt, as set forth in the
applicable Prospectus Supplement.

CONVERSION OF PREFERRED STOCK

The Depositary Shares, as such, will not be coibterinto Common Stock or any other securitiesropprty of the Company. Nevertheless,
if so specified in the applicable Prospectus Suppl relating to an offering of Depositary Shathe,Depositary Receipts may be
surrendered by holders thereof to the applicalddéePied Stock Depositary with written instructidossuch Preferred Stock Depositary to
instruct the Company to cause conversion of théeRexl Stock represented by the Depositary Shatidsrmced by such Depositary Receipts
into whole shares of Common Stock, other sharé¥@fierred Stock of the Company or other sharetoeksand the Company will agree that
upon receipt of such instructions and any amouaysiple in respect thereof, it will cause the cosieer thereof utilizing the same procedures
as those provided for delivery of Preferred Stackffect such conversion. If the Depositary Sharedenced by a Depositary Receipt are to
be converted in part only, a new Depositary ReaaifiReceipts will be issued for any Depositary $karot to be converted. No fractional
shares of Common Stock will be issued upon conerysind if such conversion will result in a fraotib share being issued, an amount will
be paid in cash by the Company equal to the vditigedfractional interest based upon the closingepof the Common Stock on the last
business day prior to the conversion.

AMENDMENT AND TERMINATION OF A DEPOSIT AGREEMENT

Any form of Depositary Receipt evidencing Deposit8hares that will represent Preferred Stock alydpanvision of a Deposit Agreement
will be permitted at any time to be amended by egrent between the Company and the applicable redf&tock Depositary. However, any
amendment that materially and adversely altersigins of the holders of Depositary Receipts ot tiauld be materially and adversely
inconsistent with the rights granted to the holddrthe related Preferred Stock will not be effeetunless such amendment has been app
by the existing holders of at least two-thirdstw tipplicable Depositary Shares evidenced by thkcaple Depositary Receipts then
outstanding. No amendment shall impair the righibject to certain anticipated exceptions in the @#pAgreements, of any holder of
Depositary Receipts to surrender any DepositarelRewith instructions to deliver to the holder tleéated Preferred Stock and all money
and other property, if any, represented therebgegixin order to comply with law. Every holder of autstanding Depositary Receipt at the
time any such amendment becomes effective shalebmed, by continuing to hold such Depositary Rectd consent and agree to such
amendment and to be bound by the applicable Depgstement as amended thereby.

A Deposit Agreement will be permitted to be terméthby the Company upon not less that 30 days' miiiten notice to the applicable
Preferred Stock Depositary if (i) such terminatismecessary to preserve the Company's statuRE&sTaor (ii) a majority of each series of
Preferred Stock affected by such termination caissiensuch termination, whereupon such Preferredk3Depositary will be required to
deliver or make available to each holder of DepogiReceipts, upon surrender of the Depositary iRecheld by such holder, such number
of whole or fractional shares of Preferred Stockrasrepresented by the Depositary Shares eviddrnycedch Depositary Receipts together
with any other property held by such Preferred Bepositary with respect to such Depositary Raseiphe Company will agree that if a
Deposit Agreement is terminated to preserve the @myls status as a REIT, then the Company wilitsdgest efforts to list the Preferred
Stock issued upon surrender of the related Depgsithares on a national securities exchange. litiadda Deposit Agreement will
automatically terminate if (i) all outstanding Dajtary Shares thereunder shall have been rededif)edere shall have been a final
distribution in respect of the related Preferreactin connection with any liquidation, dissolutionwinding up of the Company and such
distribution shall have been distributed to thedeot of Depositary Receipts evidencing the DepgsBaares representing such Preferred
Stock or

(iii) each share of the related Preferred StocHl $faae been converted into stock of the Compartysnaepresented by Depositary Shares.

CHARGES OF A PREFERRED STOCK DEPOSITARY

The Company will pay all transfer and other taxed governmental charges arising solely from theterice of a Deposit Agreement. In
addition, the Company will pay the fees and expenda Preferred
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Stock Depositary in connection with the performaotis duties under a Deposit Agreement. Howelrelders of Depositary Receipts will
pay certain other transfer and other taxes andrgovental charges as well as the fees and expehadBreferred Stock Depositary for any
duties required by such holders to be performedwhre outside of those expressly provided fohenapplicable Deposit Agreement.

RESIGNATION AND REMOVAL OF DEPOSITARY

A Preferred Stock Depositary will be permitted ésign at any time by delivering to the Companya®tf its election to do so, and the
Company will be permitted at any time to removeefé&red Stock Depositary, any such resignatiorenroval to take effect upon the
appointment of a successor Preferred Stock Deppsiasuccessor Preferred Stock Depositary wilkdmuired to be appointed within 60 d
after delivery of the notice of resignation or reraband will be required to be a bank or trust camphaving its principal office in the Unit
States and having a combined capital and surplaslefist $50,000,000.

MISCELLANEOUS

A Preferred Stock Depositary will be required tosfard to holders of Depositary Receipts any repamts communications from the
Company which are received by such Preferred Sbmpositary with respect to the related PreferrediSt

Neither a Preferred Stock Depositary nor the Compeht be liable if it is prevented from or delay@d by law or any circumstances beyc

its control, performing its obligations under a Dsjpary Agreement. The obligations of the Compamy a Preferred Stock Depositary under
a Deposit Agreement will be limited to performirgeir duties thereunder in good faith and withowgligence (in the case of any action or
inaction in the voting of Preferred Stock represdrty the applicable Depositary Shares), grossgergie or willful misconduct, and neither
the Company nor any applicable Preferred Stock Bitgry will be obligated to prosecute or defend kemal proceeding in respect of any
Depositary Receipts, Depositary Shares or sharBsedérred Stock represented thereby unless satisfandemnity is furnished. The
Company and any Preferred Stock Depositary wilb&enitted to rely on written advice of counsel oc@untants, or information provided by
persons presenting shares of Preferred Stock mpessthereby for deposit, holders of Depositargeius or other persons believed in good
faith to be competent to give such information, andlocuments believed in good faith to be genaim#signed by a proper party.

In the event a Preferred Stock Depositary shalivecconflicting claims, requests or instructiorati any holders of Depositary Receipts, on
the one hand, and the Company, on the other hant,Preferred Stock Depositary shall be entitleddioon such claims, requests or
instructions received from the Company.

DESCRIPTION OF COMMON STOCK
GENERAL

The authorized capital stock of the Company inctuti@0,000,000 shares of Common Stock, $.01 paeyaushare. Each outstanding share
of Common Stock entitles the holder to one votalbmatters presented to shareholders for a vadéddids of Common Stock have no
preemptive rights. As of the date hereof, thereav®,898,970 shares of Common Stock outstandingt &®,590 shares reserved for
issuance upon exchange of outstanding Units.

Shares of Common Stock currently outstanding atedifor trading on the New York Stock Exchange (tRYSE"). The Company will app
to the NYSE to list the additional shares of Comr&tock to be sold pursuant to any Prospectus Sogpie and the Company anticipates
that such shares will be so listed.

All shares of Common Stock issued will be duly awitred, fully paid, and non-assessable. Distrimgimay be paid to the holders of
Common Stock if and when declared by the boardrettbrs of the Company out of funds legally avalgatherefor. The Company intends to
continue to pay quarterly dividends.
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Under Maryland law, shareholders are generallyliabte for the Company's debts or obligationshé Company is liquidated, subject to the
right of any holders of preferred stock, if anyyréoeive preferential distributions, each outstagdihare of Common Stock will be entitled to
participate pro rata in the assets remaining agfigment of, or adequate provision for, all knowbtdeand liabilities of the Company.

The Articles of Incorporation of the Company pravidr the board of directors to be divided intcethclasses of directors, each class to
consist as nearly as possible of one-third of ihectbrs. At each annual meeting of shareholdbesclass of directors to be elected at such
meeting will be elected for a three-year term dreddirectors in the other two classes will contiinueffice. The overall effect of the
provisions in the Articles of Incorporation withspeect to the classified board may be to render miifiieult a change of control of the
Company or removal of incumbent management. Holde&ommon Stock have no right to cumulative votiogthe election of directors.
Consequently, at each annual meeting of sharelslther holders of a plurality of the shares of CamrBtock are able to elect all of the
successors of the class of directors whose ternnesxat that meeting. Directors may be removed @orlgause and only with the affirmative
vote of the holders of two-thirds of the sharesayfital stock entitled to vote in the election okdtors.

CERTAIN PROVISIONS AFFECTING CHANGE OF CONTROL

GENERAL. Pursuant to the Company's Articles of ipowation and the Maryland general corporation (ene "MGCL"), the Company
cannot merge into or consolidate with another c@tion or enter into a statutory share exchanges#etion in which it is not the surviving
entity or sell all or substantially all of the atssef the Company unless the Board of Directorgtgia resolution declaring the proposed
transaction advisable and a majority of stockhadagntitled to vote thereon (voting together asglsiclass) approve the transaction. In
addition, the agreement of limited partnershiphaf ©perating Partnership (the "Operating Partngr&greement") requires that any such
merger or sale of all or substantially all of thesets of the Operating Partnership be approvednbgjerity of the holders of Units (including
Units owned by the Company).

MARYLAND BUSINESS COMBINATION AND CONTROL SHARE STAUTES. The MGCL establishes special requirementis wi
respect to business combinations between Marylarqbcations and interested stockholders unless ptiens are applicable. Among other
things, the law prohibits for a period of five yea merger and other specified or similar trangastbetween a company and an interested
stockholder and requires a supermajority vote fichdransactions after the end of the five-yeaiopeThe Company's Articles of
Incorporation contain a provision exempting the @amny from the requirements and provisions of theylad business combination statt
There can be no assurance that such provisiomuatilbe amended or repealed at any point in thedutu

The MGCL also provides that control shares of ayNéad corporation acquired in a control share agitjah have no voting rights except to
the extent approved by a vote of two-thirds ofubtes entitled to be cast on the matter, excludhmyes owned by the acquiror or by officers
or directors who are employees of the Company.cbimérol share acquisition statute does not appheres acquired in a merger,
consolidation or share exchange if the Companypiarty to the transaction, or to acquisitions apptoor exempted by the Articles of
Incorporation or bylaws of the Company. The Commbylaws contain a provision exempting from thetoal share acquisition statute any
and all acquisitions by any person of the Compastgisk. There can be no assurance that such prowsll not be amended or repealed, in
whole or in part, at any point in the future.

The Company's Articles of Incorporation (includithg provision exempting the Company from the Marglldusiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital simaistanding and entitled to vote thereon
voting together as a single class, provided thdaaireprovisions of the Articles of Incorporatioragnnot be amended without the approval of
the holders of twdhirds of the shares of capital stock of the Conypautstanding and entitled to vote thereon votogether as a single cla
The Company's bylaws may be amended by the Bodbirectors or a majority of the shares cast of @dgitock entitled to vote thereupon at
a duly constituted meeting of stockholders.
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If either of the foregoing exemptions in the Artislof Incorporation or bylaws is amended, the Margllbusiness combination statute or the
control share acquisition statute could have tfecebf discouraging offers to acquire the Compang of increasing the difficulty of
consummating any such offer.

OWNERSHIP LIMITATIONS AND RESTRICTIONS ON TRANSFER&or the Company to remain qualified as a REITeuride Code,

not more than 50% in value of its outstanding shafeCommon Stock may be owned, directly or indlyedy five or fewer individuals
(defined in the Code to include certain entitiag)img the last half of a taxable year, and suchesheust be beneficially owned by 100 or
more persons during at least 335 days of a taxedaleof 12 months or during a proportionate pasd ehorter taxable year. To ensure that the
Company remains a qualified REIT, the Articlesrmfdrporation provide that no holder (other tharspes approved by the directors at their
option and in their discretion) may own, or be dedrno own by virtue of the attribution provisiorfstioe Code, more than 9.8% (the
"Ownership Limit") of the issued and outstandingita stock of the Company. The Board of Directmiay waive the Ownership Limit if
evidence satisfactory to the Board of Directors nr@dCompany's tax counsel is presented that taeges in ownership will not jeopardize
the Company's status as a REIT.

If any stockholder purports to transfer shares pe@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrinsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetadlul the excess shares in trust for the Compariiynaii receive distributions with respect
to such shares and will not be entitled to votéhsiares. The person will be required to sell singres to the Company for the lesser of the
amount paid for the shares and the average clgsiog for the 10 trading days immediately precedimgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaatith the sale and will receive any
amount of such proceeds that exceeds the amoumipguson paid for the shares. If the Company rémases such shares, it may pay for the
shares with Units. The foregoing restrictions @amsferability and ownership will not apply if th@&d of Directors and the stockholders (by
the affirmative vote of the holders of two-thirdstioe outstanding shares of capital stock entittedote on the matter) determine that it is no
longer in the best interests of the Company toinartto qualify as a REIT.

All certificates representing shares of Common Btoear a legend referring to the restrictions dbsdrabove.

Every beneficial owner of more than 5% (or suchdoywercentage as required by the Code or regusatimreunder) of the issued and
outstanding shares of capital stock must file dteminotice with the Company no later than Jan@argf each year, containing the name and
address of such beneficial owner, the number afeshaf Common Stock and/or Preferred Stock ownedsagiescription of how the shares
are held. In addition, each stockholder shall logiired upon demand to disclose to the Company itingrsuch information as the Company
may request in order to determine the effect ohsiockholder's direct, indirect and constructiwaership of such shares on the Company's
status as a REIT.

These ownership limitations could have the effégrecluding acquisition of control of the Compadnya third party unless the Board of
Directors and the stockholders determine that reaarice of REIT status is no longer in the bestésteof the Company.

REGISTRAR AND TRANSFER AGENT
The Registrar and Transfer Agent for the CommonmrlSi® First Union National Bank, Charlotte, NortharGlina.
FEDERAL INCOME TAX CONSIDERATIONS

The following summary of certain Federal income ¢arsiderations to the Company is based on culaentis for general purposes only, and
is not tax advice. The summary addresses the rabEderal income tax considerations relating #oGompany's REIT status, as well as
material Federal income tax considerations relatinipe Operating Partnership. The tax treatmeattodlder of any of the Securities
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will vary depending upon the terms of the speda#curities acquired by such holder, as well apaitcular situation, and this discussion
does not attempt to address any aspects of Fedeoahe taxation relating to holders of Securiti@srtain Federal income tax considerations
relevant to holders of the Securities will be pd®d in the applicable Prospectus Supplement rgl#tiereto.

EACH INVESTOR IS ADVISED TO CONSULT HIS OWN TAX ADVOR REGARDING THE TAX CONSEQUENCES TO HIM OF
THE PURCHASE, OWNERSHIP AND SALE OF THE OFFERED SHRATIES, INCLUDING THE FEDERAL, STATE, LOCAL,
FOREIGN AND OTHER TAX CONSEQUENCES OF SUCH PURCHASBNNERSHIP AND SALE AND OF POTENTIAL CHANGES
IN APPLICABLE TAX LAWS.

TAXATION OF THE COMPANY AS A REIT

GENERAL. Commencing with its taxable year endedddaioer 31, 1994, the Company has elected to be tsxadeal estate investment t
under sections 856 through 860 of the Code. Thegaombelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and is operating in such a manrterqglify for taxation as a REIT under the Coalej the Company intends to continue to
operate in such a manner, but no assurance camdretbat it has operated or will operate in a neargo as to qualify or remain qualified.

These sections of the Code are highly technicalcanapblex. The following sets forth the materialess of the sections that govern the
Federal income tax treatment of a REIT and itsedthaders. This summary is qualified in its entireyythe applicable Code provisions, rules
and regulations promulgated thereunder, and adtratiise and judicial interpretation thereof.

Smith Helms Mulliss & Moore, L.L.P. has acted as¢aunsel to the Company in connection with therifig of the Securities and the
Company's election to be taxed as a REIT and impir@on of Smith Helms Mulliss & Moore, L.L.P., monencing with the Company's
taxable year ended December 31, 1994, the Compipden organized and operated in conformity Wwighréquirements for qualification

and taxation as a REIT under the Code, and the @oyscurrent organization and proposed methogefation will enable it to continue to
meet the requirements for qualification and taxatie a REIT under the Code. This opinion is basetthe factual representations of the
Company concerning its business and propertiesetar, such qualification and taxation as a RElfetiels upon the Company's ability to
meet the various qualification tests imposed utigeCode discussed below on a continuing basisutjtr actual annual operating results,
distribution levels and diversity of stock ownegshhccordingly, no assurance can be given thaatteal results of the Company's operations
for any particular taxable year will satisfy sueguirements.

FEDERAL INCOME TAXATION OF THE COMPANY

If the Company qualifies for taxation as a REITgenerally will not be subject to Federal corpoiat®me tax on that portion of its ordinary
income or capital gain that is currently distritiite stockholders. The REIT provisions of the Cgdaerally allow a REIT to deduct
distributions paid to its stockholders substantialiminating the Federal "double taxation" on éags (once at the corporate level when
earned and once again at the stockholder level whstributed) that usually results from investmenta corporation. Nevertheless, the
Company will be subject to Federal income tax #lsvis: First, the Company will be taxed at regudarporate rates on its undistributed R
taxable income, including undistributed net capisihs. Second, under certain circumstances, thep@oy may be subject to the "alternative
minimum tax" as a consequence of its items of t@tgpence. Third, if the Company has net incommftbe sale or other disposition of
"foreclosure property” that is held primarily fale to customers in the ordinary course of businesgher non-qualifying income from
foreclosure property, it will be subject to taxla highest corporate rate on such income. Foiiitthe Company has net income from
prohibited transactions (which are, in generaltaiersales or other dispositions of property othan foreclosure property held primarily for
sale to customers in the ordinary course of busj)nesich income will be subject to a 100% tax.hEiftthe Company should fail to satisfy
either of the 75% or 95% gross income tests (dsedibelow) but has nonetheless maintained itsfopadion as a REIT because certain other
requirements have been met, it will be subject 10@0% tax on the net income attributable to thaigmeof the amount by
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which the Company fails either the 75% or 95% tesitltiplied by a fraction intended to reflect ther@pany's profitability. Sixth, if the
Company fails to distribute during each year astiélae sum of (i) 85% of its ordinary income fockuwyear, (ii) 95% of its capital gain net
income for such year and (iii) any undistributexhtale income from prior periods, the Company wdldubject to a 4% excise tax on the
excess of such required distribution over the artmacotually distributed. Seventh, if the Compangudti acquire any asset from a C
corporation (i.e., a corporation generally subjedull corporate-level tax) in a carryover-basansaction and the Company subsequently
recognizes gain on the disposition of such asseéngithe 10-year period (the "Recognition Peridagyinning on the date on which the asset
was acquired by the Company, then, to the extetiieoéxcess of (a) the fair market value of thetass of the beginning of the applicable
Recognition Period over (b) the Company's adjub#eis in such asset as of the beginning of sucbd®étion Period (the "Built-In Gain"),
such gain will be subject to tax at the highesutagcorporate rate, pursuant to guidelines issiyetthe IRS (the "Built-In Gain Rules").

REQUIREMENTS FOR QUALIFICATION

To qualify as a REIT, the Company has elected tedoeeated and must meet the requirements, disgidow, relating to the Company's
organization, sources of income, nature of assetslestributions of income to stockholders.

ORGANIZATIONAL REQUIREMENTS. The Code defines a REAs a corporation, trust or association: (i) teahanaged by one or more
trustees or directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéie of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial iington nor an insurance company subject to
certain provisions of the Code, (v) the benefioihership of which is held by 100 or more persamsl (vi) during the last half of each
taxable year not more than 50% in value of thetantiing stock of which is owned, directly or inditlg, through the application of certain
attribution rules, by five or fewer individuals (dsfined in the Code to include certain entiti&s)addition, certain other tests regarding the
nature of its income and assets, described belsw naust be satisfied. The Code provides that ¢mmdi (i) through (iv), inclusive, must be
met during the entire taxable year and that comlifi) must be met during at least 335 days okalike year of 12 months, or during a
proportionate part of a taxable year of less thambnths. For purposes of conditions (v) and @énsion funds and certain other tax-exempt
entities are treated as individuals or persongestito a "look-through" exception in the case afdition (vi). In addition, the Company's
Articles of Incorporation currently include certastrictions regarding transfer of its Common 8fechich restrictions are intended (among
other things) to assist the Company in continumgatisfy conditions (v) and (vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REIT lve deemed to own its proportionate
share of the assets of the partnership and willdened to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income giattieership retain the same character in the hafidfee REIT for purposes of Section 85¢
the Code, including satisfying the gross incomistaad asset tests. Thus, the Company's propatishare of the assets, liabilities and it

of income of the Operating Partnership (including ©Operating Partnership's share of the assetkadilities and items of income with
respect to any partnership in which it holds aariest) will be treated as assets, liabilities aaohs of income of the Company for purposes of
applying the requirements described herein.

INCOME TESTS. In order to maintain qualification@a&EIT, the Company annually must satisfy threesgincome requirements. First, at
least 75% of the Company's gross income (exclugigs income from prohibited transactions) for eaglable year must be derived directly
or indirectly from investments relating to real pesty; including investments in other REITS, or tgages on real property (including "rents
from real property" and, in certain circumstangetgrest) or from certain types of temporary inmestts. Second, at least 95% of the
Company's gross income (excluding gross income fyavhibited transactions) for each taxable yearthaglerived from such real property
investments, dividends, interest and gain fromstide or disposition of stock or securities (or frany combination of the foregoing). Third,
short-term gain from the sale or other dispositbstock or securities, gain from prohibited trastgms
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and gain on the sale or other disposition of reaperty held for less than four years (apart froroluntary conversions and sales of
foreclosure property) must represent less than 80#te Company's gross income (including grossrimedrom prohibited transactions) for
each taxable year.

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@raquirements for a REIT described
above only if several conditions are met. First, dmount of rent must not be based in whole oaih @n the income or profits of any person.
However, an amount received or accrued generallynai be excluded from the term "rents from reaperty” solely by reason of being
based on a fixed percentage or percentages opteawisales. Second, the Code provides that recé$ved from a tenant will not qualify as
“rents from real property" in satisfying the grassome tests if the REIT, or an owner of 10% of enof the REIT, directly or constructively
owns 10% or more of such tenant (a "Related Pahamt"). Third, if rent attributable to personabperty, leased in connection with a lease
of real property, is greater than 15% of the togak received under the lease, then the portioemdfattributable to such personal property
not qualify as "rents from real property." Finallgr rents received to qualify as "rents from neaperty,” the REIT generally must not
operate or manage the property or furnish or resdriices to the tenants of such property, otrer through an independent contractor from
whom the REIT derives no revenue, provided, howether Company may directly perform certain servited are "usually or customarily
rendered" in connection with the rental of spageofcupancy only and are not otherwise considemeadered to the occupant” of the

property.

The Company does not currently charge and doeantimipate charging rent that is based in wholm qgrart on the income or profits of any
person. The Company also does not anticipate aifigiéving rent attributable to personal properysied in connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

The Operating Partnership does provide certainseswith respect to the Properties. The Compaligyes that the services with respect to
the Properties that are and will be provided diyeste usually or customarily rendered in connettigth the rental of space for occupancy
only and are not otherwise rendered to particélaants and therefore that the provision of suchices will not cause rents received with
respect to the Properties to fail to qualify agsdrom real property. Services with respect toRheperties that the Company believes may
be provided by the Company or the Operating Pastgdirectly without jeopardizing the qualificatief rent as "rents from real property"
will be performed by independent contractors.

The Operating Partnership and the Company recee®ih consideration of the performance of propadpagement and brokerage and
leasing services with respect to certain Propentigowned entirely by the Operating PartnershimhSees will not qualify under the 75% or
the 95% gross income tests. The Operating Partipeatdo may receive certain other types of inconté vespect to the properties it owns
that will not qualify for either of these tests.dddition, distributions on the Operating Partngrststock in the Service Companies and its
allocable portion of the income earned by Forsy#nt€r Brokerage will not qualify under the 75% grascome test. The Company believes,
however, that the aggregate amount of such feestied non-qualifying income in any taxable yealnjch represents approximately 3.6% of
the Company's gross income on a pro forma basid £9d of the Company's income on an actual basithéyear ended December 31, 1!
will not cause the Company to exceed the limit;ion-qualifying income under either the 75% or tb&69gross income test.

If the Company fails to satisfy one or both of #%6 or 95% gross income tests for any taxable yearay nevertheless qualify as a REIT
that year if it is eligible for relief under cengprovisions of the Code. These relief provisionislve generally available if (i) the Company's
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) the Compattaches a schedule of the sources of its
income to its Federal income tax return and (iiy &ancorrect information on the schedule is not tuaud with intent to evade tax. It is not
possible, however, to state whether in all circamses the Company would be entitled to the beagftiese relief provisions. For example
the Company fails to satisfy the gross income testause non-qualifying income that the Comparmsniiinally incurs exceeds the limits on
such income, the IRS could conclude that the Corlpdailure to satisfy the tests was not due tsoeable cause. As discussed above in " --
Federal Income Taxation of the Company," evendtthrelief provisions apply, a tax would be imposét respect to the excess net income.
No similar
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mitigation provision provides relief if the Compafajls the 30% income test, and in such case, tiragany would cease to qualify as a
REIT.

ASSET TESTS. At the close of each quarter of iksltée year, the Company also must satisfy three tekating to the nature and
diversification of its assets. First, at least 76Pthe value of the Company's total assets musepesented by real estate assets, including
shares in other REITS, cash, cash items and gowsrinsecurities. Second, no more than 25% of thepaomis total assets may be
represented by securities other than those in3b& &sset class. Third, of the investments include¢he 25% asset class, the value of any one
issuer's securities owned by the Company may rosexk5% of the value of the Company's total asaatsthe Company may not own more
than 10% of any one issuer's outstanding votingriees.

The 5% test must generally be met for any quantertiich the Company acquires securities of an isguaus, this requirement must be
satisfied not only on the date on which the Compastuired the securities of the Service Compabiatsalso each time the Company
increases its ownership of their respective sdear(including as a result of increasing its ing¢ie the Operating Partnership as limited
partners exercise their redemption rights). AltHotlge Company plans to take steps to ensure thatigfies the 5% value test for any quarter
with respect to which retesting is to occur, theaa be no assurance that such steps will alwagsideessful or will not require a reduction in
the Company's overall interest in either of thevi®er Companies.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of each of thevi8e Companies, and by virtue of
ownership of Units, the Company will be considet@dwn its pro rata share of such stock. See "Ttra@any and the Operating
Partnership". Neither the Company nor the Opera@adnership, however, will own more than 1% ofibéng securities of either of the
Service Companies. In addition, the Company anskitséor management do not believe that the Compang'rata share of the value of the
securities of either of the Service Companies eds&6 of the total value of the Company's asséts.Jompany's belief is based in part
upon its analysis of the estimated value of theisiées of each of the Service Companies ownedbyQperating Partnership relative to the
estimated value of the other assets owned by tleeafipg Partnership. No independent appraisalsb&ilbbtained to support this conclusion,
and Smith Helms Mulliss & Moore, L.L.P., in rendegiits opinion as to the qualification of the Compas a REIT, is relying on the
conclusions of the Company and its senior manageaseto the value of the securities of each of3be/ice Companies. There can be no
assurance, however, that the IRS might not contesicthe value of such securities held by the Camythrough the Operating Partnership)
exceeds the 5% value limitation.

After initially meeting the asset tests at the elo any quarter, the Company will not lose itsustaas a REIT for failure to satisfy the asset
tests at the end of a later quarter solely by rea$@hanges in asset values. If the failure tsfathe asset tests results from an acquisition of
securities or other property during a quarter féilere can be cured by disposition of sufficienhrqualifying assets within 30 days after the
close of that quarter. The Company intends to mairadequate records of the value of its assetagare compliance with the asset tests and
to take such other actions within 30 days afterctbee of any quarter as may be required to cuysmancompliance.

ANNUAL DISTRIBUTION REQUIREMENTS. In order to bexad as a REIT, the Company is required to distelditidends (other than
capital gain dividends) to its stockholders in amant at least equal to (a) the sum of (i) 95%hef€ompany's "REIT taxable

income" (computed without regard to the dividendsdpleduction and the Company's capital gain) an€i5% of the net income, if any,
from foreclosure property in excess of the speeialon income from foreclosure property, minustfi® sum of certain items of non-cash
income. Such distributions must be paid in the héexgear to which they relate, or in the followitagxable year, if declared before the
Company timely files its Federal income tax retimnsuch year and if paid on or before the firgfular dividend payment after such
declaration. Even if the Company satisfies thegoneg distribution requirements, to the extent thatCompany does not distribute all of its
net capital gain or "REIT taxable income" as adjdsit will be subject to tax thereon at regulgpita gains or ordinary corporate tax rates.
Furthermore, if the Company should fail to disttdduring each calendar year at least the sum) &% of its ordinary income for that year,
(b) 95% of its capital gain net income for thatiyaad (c) any undistributed taxable income fronoipperiods, the Company would be subject
toa
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4% excise tax on the excess of such required loiigion over the amounts actually distributed. Idi&dn, during its Recognition Period, if 1
Company disposes of any asset subject to the Buain Rules, the Company will be required, pundéia guidance issued by the IRS, to
distribute at least 95% of the Built-In Gain (aftax), if any, recognized on the disposition of #sset.

The Company intends to make timely distributionicient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, @arglepartner, to take such steps as may be negessause the Operating Partnership
to distribute to its partners an amount sufficienpermit the Company to meet these distributigquiements.

It is expected that the Company's REIT taxablenmeavill be less than its cash flow due to the allose of depreciation and other non-cash
charges in computing REIT taxable income. Accorljinthe Company anticipates that it will generdigve sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiretndt is possible, however, that the Company, ftone to time, may not have sufficient ce
or other liquid assets to meet the 95% distributegquirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation, due to timing differences between

(i) the actual receipt of income and the actuahpent of deductible expenses and (ii) the inclusibsuch income and the deduction of such
expenses in arriving at taxable income of the Campar as a result of nondeductible cash expereltauch as principal amortization or
capital expenditures in excess of noncash dedwgctiarthe event that such timing differences octhe,Company may find it necessary to
arrange for borrowings or, if possible, pay taxaditeek dividends in order to meet the distributiequirement.

Under certain circumstances, the Company may hketabectify a failure to meet the distribution ueg@ment for a year by paying "deficier
dividends" to shareholders in a later year, whigyne included in the Company's deduction for @imigs paid for the earlier year. Thus, the
Company may be able to avoid being taxed on amadalisiisbuted as deficiency dividends. The Compailly thowever, be required to pay
interest based upon the amount of any deductiamtédr deficiency dividends.

FAILURE TO QUALIFY

If the Company fails to qualify for taxation as &IR in any taxable year and the relief provisionsndt apply, the Company will be subjec
tax (including any applicable alternative minimuaston its taxable income at regular corporatestddéstributions to shareholders in any
year in which the Company fails to qualify will no¢ deductible by the Company nor will they be regfito be made. In such event, to
extent of current or accumulated earnings and tstddll distributions to stockholders will be dieitds, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributees may be eligible for the dividsreceived deduction. Unless the Comg.

is entitled to relief under specific statutory pigns, the Company also will be disqualified frtamation as a REIT for the four taxable years
following the year during which qualification wasst. It is not possible to state whether in aktwimstances the Company would be entitle
such statutory relief. For example, if the Compéails to satisfy the gross income tests becauseguatifying income that the Company
intentionally incurs exceeds the limit on such imeo the IRS could conclude that the Company'sraiio satisfy the tests was not due to
reasonable cause.

TAXATION OF U.S. STOCKHOLDERS

As used herein, the term "U.S. Stockholder" meamsl@éer of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation, pasghigr or other entity created or organized in oraritie laws of the United States or of any
political subdivision thereof or (c) is an estatdrast, the income of which is subject to Fedarabme taxation regardless of its source. For
any taxable year for which the Company qualifiestéxation as a REIT, amounts distributed to tagdhlS. Stockholders will be taxed as
discussed below.

DISTRIBUTIONS GENERALLY. Distributions to U.S. Stkholders, other than capital gain dividends diseddselow, will constitute
dividends up to the amount of the Company's cumeaccumulated earnings and profits and, to tkigng, will be taxable to the stockhold
as ordinary income. These distributions are ngildk for the dividends-received deduction for aogiions. To the extent that the Company
makes a distribution in excess of its current @uatulated earnings and profits, the distributioh e treated first
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as a tax-free return of capital, reducing the @sidin the U.S.

Stockholder's Common Stock, and the distributioexoess of such basis will be taxable as gainzeglirom the sale of its Common Stock.
Dividends declared by the Company in October, Ndvenor December of any year payable to a stockhaltieecord on a specified date in
any such month shall be treated as both paid bZtmepany and received by the stockholders on Deeeibof the year, provided that the
dividends are actually paid by the Company dureaguéry of the following calendar year. Stockholdmesnot allowed to include on their
own Federal income tax returns any tax losseseoCibimpany.

The Company will be treated as having sufficiemhesys and profits to treat as a dividend any itigtion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federedme Taxation of the Company" above.
Moreover, any "deficiency dividend" will be treatad an ordinary or capital gain dividend, as tteegaay be, regardless of the Company's
earnings and profits. As a result, stockholders beyequired to treat certain distributions thatildaotherwise result in a tax-free return of
capital as taxable dividends.

CAPITAL GAIN DISTRIBUTIONS. Distributions to U.S.t8ckholders that are properly designated by the @y as capital gain
distributions will be treated as long-term capgains (to the extent they do not exceed the Conipaayual net capital gain) for the taxable
year without regard to the period for which thecktmlder has held his stock. However, corporatek$tolders may be required to treat uj
20% of certain capital gain dividends as ordinaigoime. Capital gain dividends are not eligibletfer dividends-received deduction for
corporations.

PASSIVE ACTIVITY LOSS AND INVESTMENT INTEREST LIMIATIONS. Distributions from the Company and gainnfr¢the
disposition of Common Stock will not be treatecpassive activity income, and therefore stockholeéélisnot be able to apply any "passive
losses" against such income. Dividends from the @omw (to the extent they do not constitute a retdircapital) will generally be treated as
investment income for purposes of the investmeeré@st limitation; net capital gain from the dispios of Common Stock or capital gain
dividends generally will be excluded from investmigircome.

CERTAIN DISPOSITIONS OF SHARES. Losses incurredlomsale or exchange of Common Stock held fortless six months (after
applying certain holding period rules) will be desdong-term capital loss to the extent of any tzdgjain dividends received by the selling
stockholder from those shares.

TREATMENT OF TAX-EXEMPT STOCKHOLDERS. Distributiorfsom the Company to a tax-exempt employee pertsicat or other
domestic tax-exempt shareholder generally willgmtstitute "unrelated business taxable income" TUBunless the stockholder has
borrowed to acquire or carry its Common Stock. @iedl trusts that hold more than 10% (by value}haf shares of certain REITs may be
required to treat a certain percentage of suchld@'RHEistributions as UBTI. This requirement wipgay only if (i) the REIT would not qualif
as such for Federal income tax purposes but foapipdication of a "look-through" exception to tliefor fewer requirement applicable to
shares held by qualified trusts and (ii) the RETgredominantly held" by qualified trusts. A REETpredominantly held if either (i) a single
qualified trust holds more than 25% by value of REEIT interests or (ii) one or more qualified tsystach owning more than 10% by value of
the REIT interests, hold in the aggregate more 8@#6 of the REIT interests. The percentage of aByTRlividend treated as UBTI is equal
to the ratio of (a) the UBTI earned by the REIB#ting the REIT as if it were a qualified trust dhdrefore subject to tax on UBTI) to (b) the
total gross income (less certain associated expgp$¢he REIT. A de minimis exception applies whtre ratio set forth in the preceding
sentence is less than 5% for any year. For thegmpes, a qualified trust is any trust describefdntion 401 (a) of the Code and exempt
from tax under Section 501(a) of the Code. The igioms requiring qualified trusts to treat a pantiwf REIT distributions as UBTI will not
apply if the REIT is able to satisfy the five onfer requirement without relying upon the "look-thgh" exception. The restrictions on
ownership of Common Stock in the Articles of Incargtion generally will prevent application of theopisions treating a portion of REIT
distributions as UBTI to tax-exempt entities pursihg Common Stock, absent a waiver of the restristby the Board of Directors.
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SPECIAL TAX CONSIDERATIONS FOR NON-U.S. STOCKHOLDER S

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooats, foreign partnerships and foreign
trusts and estates (collectively, "Non-U.S. Stod#tbis") are complex, and the following discussi®imiended only as a summary of these
rules. Prospective Non-U.S. Stockholders shouldabnvith their own tax advisors to determine timpact of Federal, state and local income
tax laws on an investment in the Company, inclu@ing reporting requirements.

In general, Non-U.S. Stockholders will be subjecatdgular Federal income tax with respect to tisiestment in the Company if the
investment is "effectively connected" with the NOrs. Stockholder's conduct of a trade or businedse United States. A corporate Non-
U.S. Stockholder that receives income that isgdrdated as) effectively connected with a U.Sldrar business may also be subject to the
branch profits tax under Section 884 of the Coddchvis payable in addition to regular United Séatederal corporate income tax. The
following discussion will apply to Non-U.S. Stockters whose investment in the Company is not sectffely connected.

A distribution by the Company that is not attrithleato gain from the sale or exchange by the Compé@a United States real property
interest and that is not designated by the Compargy capital gain distribution will be treated a®edinary income dividend to the extent 1

it is made out of current or accumulated earnimgb@ofits. Generally, any ordinary income dividemidl be subject to a Federal income tax
equal to 30% of the gross amount of the dividendamthis tax is reduced by an applicable taxyre&ich a distribution in excess of the
Company's earnings and profits will be treated &issa return of capital that will reduce a Non-Us®ckholder's basis in its Common Stock
(but not below zero) and then as gain from theafigpn of such shares, the tax treatment of whidescribed under the rules discussed
below with respect to dispositions of Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stedal property interest will be taxed to a
Non-U.S. Stockholder under the Foreign InvestmentaalfProperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Stockholder as if the distiimg were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the noroadital gain rates applicable to a U.S. Stockholgebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals).

Although tax treaties may reduce the Company'shwitting obligations, the Company generally willfeguired to withhold from
distributions to Non-U.S. Stockholders, and remitite IRS, (i) 35% of designated capital gain davids (or, if greater, 35% of the amount of
any distributions that could be designated as abgéin dividends) and (ii) 30% of ordinary dividkenpaid out of earnings and profits. In
addition, if the Company designates prior distridns as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions, will be treated as capital gain damds for purposes of withholding. A distributionexcess of the Company's earnings and
profits will be subject to 30% dividend withholdini§ the amount of tax withheld by the Company wiéspect to a distribution to a Non-U.S.
Stockholder exceeds the stockholder's United Stakeability with respect to such distributiomet Non-U.S. Stockholder may file for a
refund of such excess from the IRS.

Unless the Common Stock constitutes a "United Stagal property interest" within the meaning of IR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecEFederal income taxation. The Common Stock will gmistitute a United States real
property interest if the Company is a "domesticatintrolled REIT." A domestically controlled REIF @& REIT in which at all times during a
specified testing period less than 50% in valuisoghares is held directly or indirectly by NonSUStockholders. It is currently anticipated
that the Company will be a domestically controlRHEIT and therefore that the sale of Common Stodknet be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will continue to be a
domestically controlled REIT. Notwithstanding theedgoing, capital gains not subject to FIRPTA W#l taxable to a Nob-S. Stockholder i
the Non-U.S. Stockholder is a non-resident aligividual who is present in the United States faB #i@ys or more during the taxable year
and certain other conditions apply, in which cdmerton-resident alien individual will be subjectt80% tax on his or her U.S. source capital
gains. If the Company were not a domestically ailgd REIT, whether a Non-U.S. Stockholder's sédle o
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Common Stock would be subject to tax under FIRP$ A gale of a United States real property intavesid depend on whether the
Common Stock were "regularly traded" on an esthbtissecurities market (such as the New York Stoah&nge) on which the Common
Stock will be listed and on the size of the sellstgckholder's interest in the Company. If the gairthe sale of Common Stock were subject
to taxation under FIRPTA, the Non-U.S. Stockholdeuld be subject to the same treatment as a UaskSolder with respect to the gain
(subject to applicable alternative minimum tax argpecial alternative minimum tax in the case af-resident alien individuals). In addition,
distributions that are treated as gain from theakgion of Common Stock and that are subjectstaiteder FIRPTA also may be subject to a
30% branch profit tax when made to a foreign caapstockholder that is not entitled to eitherduced rate or an exemption under a treaty.
In any event, a purchaser of Common Stock from a-N¢s. Stockholder will not be required to withheidder FIRPTA on the purchase
price if the purchased Common Stock is "regulaidgléd” on an established securities market oeilGbmpany is a domestically controlled
REIT. Otherwise, under FIRPTA the purchaser of Camr8tock from a Non-U.S. Stockholder may be reglicewithhold 10% of the
purchase price and remit this amount to the IRS.

INFORMATION REPORTING REQUIREMENTS AND BACKUP WITHH OLDING TAX

Under certain circumstances, U.S. Stockholders Imeasubject to backup withholding at a rate of 3i%payments made with respect to, or
cash proceeds of a sale or exchange of, Commok.Backup withholding will apply only if the hold¢i) fails to furnish his or her taxpayer
identification number ("TIN") (which, for an indigual, would be his or her Social Security Number),

(i) furnishes an incorrect TIN, (iii) is notifieby the IRS that he or she has failed to report @rggpayments of interest and dividends or is
otherwise subject to backup withholding or (iv) endertain circumstances, fails to certify, undengdties of perjury, that he or she has
furnished a correct TIN and (a) that he or sherfeabeen notified by the IRS that he or she isextlip backup withholding for failure to
report interest and dividend payments or (b) tleadhshe has been notified by the IRS that he ®issho longer subject to backup
withholding. Backup withholding will not apply wittespect to payments made to certain exempt rextgisuch as corporations and tax-
exempt organizations.

U.S. Stockholders should consult their own tax sohd regarding their qualifications for exemptiooni backup withholding and the
procedure for obtaining such an exemption. Backitphelding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Stockholder withlblved as a credit against the U.S. Stockholdémised States Federal income tax liability
and may entitle the U.S. Stockholder to a refumdyiped that the required information is furnishedhe IRS.

Additional issues may arise pertaining to inforratreporting and backup withholding for Non-U.Soc&holders. Non-U.S. Stockholders
should consult their tax advisors with regard t8 Unformation reporting and backup withholding.

TAX ASPECTS OF THE OPERATING PARTNERSHIP

GENERAL. Substantially all of the Company's investits are held through the Operating Partnershigeireral, partnerships are "pass-
through" entities which are not subject to Federabme tax. Rather, partners are allocated thepgionate shares of the items of income,
gain, loss, deduction and credit of a partnersdm, are potentially subject to tax thereon, withegiard to whether the partners receive a
distribution from the partnership. The Companyuwgs in its income its proportionate share of tredoing Operating Partnership items for
purposes of the various REIT income tests anderctdmputation of its REIT taxable income. Moreover purposes of the REIT asset tests,
the Company includes its proportionate share aftageeld by the Operating Partnership.

ENTITY CLASSIFICATION. The Company's interest iret®perating Partnership involves special tax camatibns, including the

possibility of a challenge by the IRS of the staifithe Operating Partnership as a partnershipgassed to an association taxable as a
corporation) for Federal income tax purposes.df@perating Partnership is treated as an assagidtioould be taxable as a corporation and
therefore subject to an entity-level tax on itsoime. In such a situation, the character of the Gomis assets and items of
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gross income would change, which would prevenbmpany from qualifying as a REIT. See " -- Failto&ualify" above for a discussion
of the effect of the Company's failure to meet siadts for a taxable year. In addition, any changhe Operating Partnership's status for tax
purposes might be treated as a taxable event iohwd@ise the Company might incur a tax liabilityheitit any related cash distributions.

An organization formed as a partnership will batee as a partnership for Federal income tax pespeher than as a corporation only if it
has no more than two of the four corporate charigtits that the Treasury Regulations use to dislish a partnership from a corporation for
tax purposes. These four characteristics are (ijiwaity of life, (ii) centralization of managemefii) limited liability and (iv) free
transferability of interests. The Operating Parhgr has not requested, and does not intend t@sgga ruling from the IRS that it will be
treated as a partnership for Federal income tapga@s. Instead, in connection with the filing af Registration Statement of which this
Prospectus is a part, Smith Helms Mulliss & Modr&,.P. has delivered its opinion dated June 3, @36 e effect that based on the
provisions of the Operating Partnership's partripragreement (the "Partnership Agreement"), cefetual assumptions and certain
representations described in the opinion, the Qipgr&artnership will be treated as a partnershig-ederal income tax purposes. Smith
Helms Mulliss & Moore, L.L.P. undertakes no obligatto update this opinion subsequent to such datéke a private letter ruling, an
opinion of counsel is not binding on the IRS, andssurance can be given that the IRS will notlehgé the status of the Operating
Partnership as a partnership for Federal incomeuaposes.

TAX ALLOCATIONS WITH RESPECT TO THE PROPERTIES. Buant to Section 704(c) of the Code, income, dags, and deduction
attributable to appreciated or depreciated prop@ugh as the Properties) that is contributedgartnership in exchange for an interest in the
partnership, must be allocated in a manner sudhthbacontributing partner is charged with, or Haéadrom, respectively, the unrealized gain
or unrealized loss associated with the propertii@time of the contribution. The amount of sucheatized gain or unrealized loss in
generally equal to the difference between therfeirket value of contributed property at the timeaftribution, and the adjusted tax basis of
such property at the time of contribution (a "Bobdkx Difference™). Such allocations are solely fedEral income tax purposes and do not
affect the book capital accounts or other econamiegal arrangements among the partners. The @pgRartnership was formed by way of
contributions of appreciated property (including #roperties). Consequently, the Partnership Ageaenequires such allocations to be made
in a manner consistent with

Section 704(c) of the Code.

In general, the partners who have contributed peship interests in the Properties to the Operdiagnership (the "Contributing Partners™)
will be allocated lower amounts of depreciation wgns for tax purposes than such deductions woelifl determined on a pro rata basis
addition, in the event of the disposition of anytied contributed assets (including the Propertigsth have a Book-Tax Difference, all
income attributable to such Book-Tax Differencel wénerally be allocated to the Contributing Partnand the Company will generally be
allocated only its share of capital gains attribigao appreciation, if any, occurring after thesihg of any offering of Securities. This will
tend to eliminate the Bookax Difference over the life of the Operating Parghip. However, the special allocation rules aft®a 704(c) d«
not always entirely eliminate the Book-Tax Diffecernon an annual basis or with respect to a spedaif@ble transaction such a sale. Thus, the
carryover basis of the contributed assets in tmelfiaf the Operating Partnership will cause the amy to be allocated lower depreciation
and other deductions, and possibly amounts of taxabome in the event of a sale of such contritb@ssets in excess of the economic or
book income allocated to it as a result of such.SHhis may cause the Company to recognize taxatdene in excess of cash proceeds,
which might adversely affect the Company's abilitgomply with the REIT distribution requiremenBee " --Requirements for Qualificatic
-- ANNUAL DISTRIBUTION REQUIREMENTS."

Treasury Regulations under Section 704(c) of theéeQurovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including retention of the "traditiémaethod" under current law, or the election oftaier methods which would permit any
distortions caused by a Bodkax Difference to be entirely rectified on an arriesis or with respect to a specific taxable taatisn such as
sale. The Operating Partnership and the Company tietermined to use the "traditional method" farcamting for Book-Tax Differences
with respect to the Properties contributed to thdrfership. As a result of such determinationyithistions to shareholders will be comprised
of a greater portion of taxable
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income rather than a return of capital. The Opegaflartnership and the Company have not determihézh of the alternative methods of
accounting for Book-Tax Differences will be electeith respect to Properties contributed to therigaghip in the future.

With respect to any property purchased by the Qipgr&@artnership, such property will initially hasgax basis equal to its fair market value
and
Section 704(c) of the Code will not apply.

BASIS IN OPERATING PARTNERSHIP INTEREST. The Companadjusted tax basis in its interest in the OjregePartnership generally
() will be equal to the amount of cash and thasabany other property contributed to the OpagfPartnership by the Company, (ii) will be
increased by (a) its allocable share of the Opmga®iartnership's income and (b) its allocable sbhmedebtedness of the Operating
Partnership and (iii) will be reduced, but not relrero, by the Company's allocable share of (adssuffered by the Operating Partnership,
(b) the amount of cash distributed to the Compart/(a) by constructive distributions resulting franmeduction in the Company's share of
indebtedness of the Operating Partnership.

If the allocation of the Company's distributive shaf the Operating Partnership's loss exceedadhested tax basis of the Company's
partnership interest in the Operating Partnerghigprecognition of such excess loss will be detenetil such time and to the extent that the
Company has an adjusted tax basis in its partreistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgrtnnership (such decreases being considereshaltsiribution to the partners), exceed
the Company's adjusted tax basis, such excesdisins (including such constructive distributipaenstitute taxable income to the
Company. Such taxable income will normally be cbmazed as a capital gain, and if the Company&ést in the Operating Partnership has
been held for longer than the long-term capitahgaUnder current law, capital gains and ordinacpime of corporations are generally taxed
at the same marginal rates.

SALE OF THE PROPERTIES. The Company's share of gehzed by the Operating Partnership on the cladey property held by the
Operating Partnership as inventory or other propeetd primarily for sale to customers in the oedincourse of the Operating Partnership's
trade or business will be treated as income frqoroaibited transaction that is subject to a 100%afig tax. See " -Federal Income Taxatic

of the Company -- INCOME TESTS." Such prohibiteghsaction income may also have an adverse effect thg Company's ability to
satisfy the income tests for qualification as a REInder existing law, whether property is heldragntory or primarily for sale to custome

in the ordinary course of the Operating Partnetshipde or business is a question of fact thatég on all the facts and circumstances with
respect to the particular transaction. The Opegd®artnership intends to hold the Properties feestment with a view to long-term
appreciation, to engage in the business of acqyidaveloping, owning, and operating the Prope(tiesl other properties) and to make such
occasional sales of the Properties, including perigl land, as are consistent with the OperatimtnBship's investment objectives.

OTHER TAX CONSIDERATIONS

FEDERAL TAX ASPECTS OF THE CROCKER ACQUISITION. Uadthe terms of the Merger Agreement, Cedar ActjaisiCorporation
("Cedar"), a newly formed subsidiary of Highwoods] merge into Crocker with Highwoods becoming gwe stockholder of Crocker.
Highwoods intends to contribute the shares of comstock of Crocker to the Operating Partnershipxichange for limited partnership
interests therein. As a result, Crocker would bez@nsubsidiary of the Operating Partnership. Exfaeghe Federal and state income taxes
that might be payable upon the distribution of @i@rassets which will be distributed directly odiiectly to the stockholders of Crocker prior
to the Merger (the "Excluded Assets"), which taaesto be reimbursed to Crocker by the distribsteekholders, the Merger has been
structured to defer any tax recognition to CrocKeraccomplish this, the Company intends to main@Griocker's separate status as an
operating REIT. To maintain Crocker's REIT staths, Company intends to cause Crocker to sell acserfit amount of common stock to at
least 110 individuals to enable Crocker to meetdisefor qualification of a REIT under Section 85§5) of the Code. The aggregate amount
of common stock to be issued to such minority stotders is not expected to exceed 1.0% of the y@fii€rocker.

The Merger is a taxable purchase of 100% of thetantling stock of Crocker, which will be taxablahe selling stockholders of Crocker &
except as described below relative to the Exclusgskts, will not be taxable at the Crocker corppmatsubsidiary level. The Company's tax
basis in its Crocker stock
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will be equal to the total cash it pays in the Merfpr the Crocker stock, stock options and wagaNb gain or loss will result to the
Company from the Merger. Following the Merger, @@mpany will transfer all of the stock of Crockerthe Operating Partnership in
exchange for Units and the settlement of certagr@ompany indebtedness that was used to finaecklénger. This transaction will be a
nontaxable transfer of property to a partnershigxchange for ownership interests in the partnprstiie Company's tax basis in the Units so
acquired will be equal to its tax basis in the ®mcstock transferred to the Operating Partnerahgbno gain or loss should be realized by
Crocker, the Company or the Operating Partnership r@sult of this transaction.

The Company expects Crocker at all times to mairitaistatus as a REIT and to continue to be orgainand operated so as to maintain its
qualification as a REIT. Since the ownership of&er stock by the Operating Partnership is considlés be the ownership of a real estate
asset for purposes of the REIT qualification tests since distributions received from a REIT ammme included in both the 95% and 75%
income tests of Code Sections 856(c)(2) and

(3), the Company's qualification as a REIT showtlbe affected by the acquisition and ownershi@maicker. If, however, Crocker fails to
qualify as a REIT for any reason while its shamescavned by the Company or the Operating Partngrgie Company will no longer qualify
as a REIT and the Company would be taxed as iéieva domestic corporation and its stockholderddvoe taxed in the same manner as
stockholders of ordinary corporations. In that éydre Company could be subject to potentially gigant tax liabilities and, therefore, the
amount of cash available for distribution to itscktholders would be substantially reduced or elated.

The Company believes, and Crocker has represemi¢,ccbommencing with Crocker's taxable year endecebhber 31, 1995, Crocker has
operated in such a manner so as to meet the Cqdeaments for qualification as a REIT. Crockenslification as a REIT is a condition to
the Company's obligation to consummate the Merger.

SERVICE COMPANIES. A portion of the amounts to lsed to fund distributions to stockholders is expedb come from the Operating
Partnership from distributions on stock of the & ompanies held by the Operating PartnershifihBieof the Service Companies will
qualify as a REIT, and the Service Companies vaill pederal, state and local income taxes on thgatlie incomes at normal corporate re
Any Federal, state or local income taxes that #rwi€e Companies are required to pay will redueectish available for distribution by the
Company to its stockholders.

As described above, the value of the securitiesach of the Service Companies held by the Compangat exceed 5% of the value of the
Company's assets at a time when a Unit holderaiOgperating Partnership exercises his or her redempght (or the Company otherwise is
considered to acquire additional securities ofegithf the Service Companies). See " -- Federalmecdaxation of the Company." This
limitation may restrict the ability of each of tBervice Companies to increase the size of its otisieebusiness unless the value of the assets
of the Company is increasing at a commensurate rate

STATE AND LOCAL TAX

The Company and its stockholders may be subjestiate and local tax in various states and localifiecluding those in which it or they
transact business, own property, or reside. Théré@tment of the Company and the stockholderach gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conseif thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Common Stock of the Company.

PLAN OF DISTRIBUTION

The Company and the Operating Partnership mayhsebecurities to one or more underwriters for jputiifering and sale by them or may
sell the Securities to investors directly or throwagents. Any such underwriter or agent involvethaoffer and sale of the Securities will be
named in the applicable Prospectus Supplement.

Underwriters may offer and sell the Securities fixed price or prices, which may be changed, atgsrrelated to the prevailing market pri
at the time of sale or at negotiated prices. Then@any and the Operating Partnership also may, fiom to time, authorize underwriters
acting as their agents to offer
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and sell the Securities upon the terms and comditics are set forth in the applicable Prospectppl8ment. In connection with the sale of
Securities, underwriters may be deemed to havévexteompensation from the Company or the Operaiagnership in the form of
underwriting discounts or commissions and may egseive commissions from purchasers of Securiiesvhom they may act as agent.
Underwriters may sell Securities to or through desland such dealers may receive compensatitwe ifotm of discounts, concessions or
commissions from the underwriters and/or commissfoom the purchasers for whom they may act astagen

Any underwriting compensation paid by the Companthe Operating Partnership to underwriters or &ggnconnection with the offering of
Securities, and any discounts, concessions or cesionis allowed by underwriters to participatinglelesa are set forth in the applicable
Prospectus Supplement. Underwriters, dealers agtag@articipating in the distribution of the Séties may be deemed to be underwriters,
and any discounts and commissions received by #rahany profit realized by them on resale of theugges may be deemed to be
underwriting discounts and commissions, under #neu8ties Act of 1933 (the "Securities Act"). Undeiters, dealers and agents may be
entitled, under agreements entered into with thea @y and the Operating Partnership, to indemnidinaagainst and contribution toward
certain civil liabilities, including liabilities wter the Securities Act.

If so indicated in the applicable Prospectus Suppl&, the Company and the Operating Partnershi@utihorize dealers acting as their
agents to solicit offers by certain institutiongtarchase Securities from them at the public affgprice set forth in such Prospectus
Supplement pursuant to Delayed Delivery Contrd@siftracts") providing for payment and deliverytbe date or dates stated in such
Prospectus Supplement. Each Contract will be faranunt not less than, and the aggregate prinaipalint of Securities sold pursuant to
Contracts shall be not less nor more than, theetise amounts stated in the applicable Prosp&iipplement. Institutions with whom
Contracts, when authorized, may be made includeneeneial and savings banks, insurance companiesjgefunds, investment companies,
educational and charitable institutions, and othstitutions but will in all cases be subject te #tipproval of the Company and the Operating
Partnership. Contracts will not be subject to amyditions except (i) the purchase by an institutibthe Securities covered by its Contracts
shall not at the time of delivery be prohibited enthe laws of any jurisdiction in the United State which such institution is subject, and (ii)
if the Securities are being sold to underwritene, Company and the Operating Partnership shall d@aldeto such underwriters the total
principal amount of the Securities less the priatgmount thereof covered by Contracts.

Certain of the underwriters and their affiliatesynh@ customers of, engage in transactions withpamfibrm services for the Company and the
Operating Partnership in the ordinary course ofriass.

EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsinmeference from the Company's
Annual Report (Form 10-K) for the year ended Decendi, 1995, the Combined Statement of Revenue€antdin Expenses of TBC
Parkway Plaza, Inc. for the year ended Decembet @4, incorporated herein by reference from then@any's Current Report on Fornkg-
dated December 18, 1995, the Combined Statemd¢wénue and Certain Expenses of the Acquired Piepdor the year ended December
31, 1994, incorporated herein by reference fromQbmpany's Current Report on Form 8-K, dated JAly1995 (as amended on Form 8-K/A
on September 6, 1995), the Combined StatementwdRe and Certain Expenses of Research Commotisefgear ended December 31,
1994, incorporated herein by reference from the @amyg's Current Report on Form 8-K, dated Febru@ri 295, the combined financial
statements and schedule of Eakin & Smith for ther yded December 31, 1995, incorporated by referfrom the Company's Current
Report on Form 8-K/A dated April 1, 1996 as amendedune 3, 1996 and June 18, 1996 and the Hiat@iommary of Gross Income and
Direct Operating Expenses for certain propertieaehby Towermarc Corporation for the year endededoer 31, 1995, incorporated het
by reference from the Company's Current Report@amP8-K/A, dated April 29, 1996 as amended on Rrk996 and June 18, 1996 have
been audited by Ernst & Young LLP, independenttausli as set forth in their reports thereon inctutteerein and incorporated herein by
reference. Such financial statements are incorpdragrein by reference in reliance upon such regiven upon the authority of such firm as
experts in accounting and auditing.
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The financial statements and schedule of Highwdamisyth Limited Partnership at December 31, 199bfanthe period June 14, 1994 to
December 31, 1994 and the year ended DecembeB83,ahd the combined financial statements of tlifhwoods Group at December 31,
1993 and for the period January 1, 1994 to Juné9%} and the year ended December 31, 1993 appearihis Prospectus and Registration
Statement have been audited by Ernst & Young Lhéependent auditors, as set forth in their regbaseon appearing elsewhere herein and
in the Registration Statement, and are includeéliance upon such reports given upon the authofiguch firm as experts in accounting and
auditing.

The combined financial statements and the schexfukmal estate and accumulated depreciation offthieyth Group, incorporated herein by
reference from the Company's Current Report on F#) dated February 10, 1995, have been auditdddbgitte & Touche LLP,
independent auditors, as set forth in their reffmteon included therein and incorporated hereirebgrence. Such financial statements are
incorporated herein by reference in reliance upah seport given upon the authority of such firneaperts in accounting and auditing.

The financial statements of Crocker Realty Trust, s of December 31, 1995 and for the year thded; the financial statements of Croc

& Sons, Inc. as of December 31, 1994 and for tle $feen ended, and the financial statements ofkérdRealty Investors, Inc. as of
December 31, 1994 and 1993, and for the two ygatesceDecember 31, 1994, have been incorporatethisreeference from the
Company's Current Report on Form 8-K/A dated Ap@il 1996 as amended on June 3, 1996 and Juned@,ihFeliance upon the reports of
KPMG Peat Marwick LLP, independent certified pulditcountants, appearing elsewhere incorporatedfbyence herein, and upon the
authority of said firm as experts in accounting anditing.

The combined financial statements of SoutheasttirR€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine Il Partners, L.P. as of
December 31, 1994 and for the year ended Decenihd984, and the financial statements of AP FoetHinPartners, L.P. for the period
from October 28, 1993 (date of inception) througit®mber 31, 1993 incorporated herein by referemmee the Company's Current Report
Form 8-K/A dated April 29, 1996 as amended on Rr996 and June 18, 1996, have been audited mjt@et. Touche LLP, independent
auditors, as set forth in their reports thereoiuithed therein and incorporated herein by refereamckare included in reliance upon the reports
of such firm given upon their authority as expémtaccounting and auditing.

The financial statements of AP Southeast Portfeaatners, L.P. for the period from its date of ptaen (November 17, 1993) through
December 31, 1993 incorporated herein by referéooe the Company's Current Report on Form 8-K/Aedapril 29, 1996 as amended on
June 3, 1996 and June 18, 1996, have been so étcindeliance on the reports of Price Waterhoude, lindependent accountants, given on
the authority of said firm as experts in auditimgl accounting.

LEGAL MATTERS

The validity of the Securities offered hereby isnlggpassed upon for the Company and the Operaanmétship by Smith Helms Mulliss &
Moore, L.L.P., Raleigh, North Carolina. Certaindégatters will be passed upon for any underwrjtgeslers or agents by Andrews & Kurth
L.L.P., Washington, D.C.

In addition, the description of Federal income ¢arsequences contained in this Prospectus entitkdkbral Income Tax Considerations" is
based upon the opinion of Smith Helms Mulliss & Mad_.L.P.

Smith Helms Mulliss & Moore, L.L.P. and Andrews &Kh L.L.P. will rely as to matters of Maryland lam the opinion of Piper & Marbu
L.L.P., Baltimore, Maryland.
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REPORT OF INDEPENDENT AUDITORS

TO THE OWNERS

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

We have audited the accompanying balance sheétigbivoods/Forsyth Limited Partnership as of Decendde 1995 and 1994, and the
related statements of income, partners' capital cash flows for the year ended December 31, 18€85a& the period from June 14, 1994
(commencement of operations) to December 31, 1094 audits also included the financial statemehedale listed in the Index. These
financial statements and schedule are the resplitysiti the management of Highwoods/Forsyth Linditeartnership. Our responsibility is to
express an opinion on the financial statementssahddule based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referdlbove present fairly, in all material respedts, financial position of Highwoods/Forsyth
Limited Partnership at December 31, 1995 and 1884 the results of its operations and cash flowshf® year ended December 31, 1995
for the period from June 14, 1994 (commencemenppefations) to December 31, 1994 in conformity wiéimerally accepted accounting
principles. Also, in our opinion, the related ficéad statement schedule, when considered in reldatidhe basic financial statements taken
whole, presents fairly in all material respectsitifermation set forth therein.

ERNST & YOUNG LLP

Raleigh, North Carolina

February 2, 1996,

except note 8 as to which the date is

April 29, 1996



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
Balance Sheets
(In thousands)

March 31, Decem
1996 1995
(unaudited)
Assets
Real estate assets, at cost:

Land. ..o e $110,672 $106,955
Buildings and improvements....................... . 495,117 491,581
Development in process..........ccccoeveeeeene 20,856 15,508

Furniture, fixtures and equipment................ 1,408 1,288
628,053 615,332
Less -- accumulated depreciation.................. L (25,777) (22,266)
Net real estate assetS.....cccvceeevvcccccs e 602,276 593,066
Cash and cash equivalents.......... 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 leasing COStS........oovvvvvvvveeecees s 4,625 4,253
Deferred financing costs and interest rate caps.. e 8,417 8,268
Prepaid expenses and other........ccccccceeeeeees. s 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 partners' capital

Mortgages and notes payable..............ccccc..... $182,736
Accounts payable, accrued expenses and other liabil 11,052
Total liabilities............cccvveeernnns 193,788
Partners' capital:
General partner units outstanding, 231,401 at Mar ch 31, 1996 and 231,368
and 100,409 at December 31, 1995 and 1994, res pectively............... 4,259 4,273
Limited partner units outstanding, 22,908,652 at March 31, 1996 and
22,905,455 and 9,940,445 at December 31, 1995 and 1994,
respectively.......ccccvvevveiiiiiineeennnnn, 421,690 423,073

425,949 427,346
$632,644 $621,134

Total partners' capital

See accompanying notes to financial statements.
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ber 31,
1994

$34,484
183,572
643
967
219,666
(11,690)
207,976
6,258
496
620
1,888

2,139
6,796

330
9,265

$ 66,864
5,717
72,581

1,522

150,674
152,196
$224,777



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

Revenue:
Rental income.........cccceeviiiieiiiiieeen.
Distributions from service and leasing subsidiari
Interest and other income...............ccee....
Total revenue..........cccoocvvveeiincieceenns
Operating expenses:
Rental property.......ccccceveveeeeeincnenenn.
Depreciation and amortization...................
Interest expense:
Contractual.........cccceeevivveeenninenenn.
Amortization of deferred financing costs and i
rate Cap.......coovvevvereiiiieriie e

General and administrative......................
Income before extraordinary item..............
Extraordinary item -- loss on early extinguishmen

Net income
Net income per unit:
Income before extraordinary item.................
Extraordinary item -- loss on early extinguishmen

Weighted average units outstanding...............
Net income per unit:

General partner..
Limited partners.........ccccoeeeeeeiineeeenne
Weighted average units outstanding:
General partner........cceeeeveeeeecivinnennns
Limited partner........cccccceeevveviiiinnnnnns

See accompanying notes to financial statements.

Statements of Income
(In thousands, except per unit amounts)

Three months ended
March 31, December 31,

1996 1995

(unaudited)
......... $23,385 $12,693
es....... - -
......... 372 153
......... 23,757 12,846
......... 6,154 3,053
......... 3,716 1,921
......... 3,542 2,066
nterest
......... 409 404

3,951 2,470
......... 934 523
......... 9,002 4,879
t of
......... - (1,068)
......... $9,002 $3,811
......... $ 039 $ 0.36
t of

—~  (0.08)
$039 $ 028
23,139 13,418

$ 039 $ 0.28
$ 039 $ 0.28

231 134

22,908 13,284
23,139 13,418
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P

1995

$ 71,217

2,305
73,522

17,049
11,082

12,101

1,619
13,720

2,737
28,934

(1,068)
$ 27,866

$ 155

(:06)
$ 1.49
18,697

$ 1.49
1.49

187
18,510
18,697

Year Ended

eriod from

une 14, to

ecember 31,
1994

$ 19,011
100
331

19,442

5,110
2,607

2,482

738
3,220

810
7,695

(1,422)
$ 6,273

$ 0.77

(0.14)
$ 0.63
9,991

$ 0.63
0.63

100
9,891
9,991



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
Statements of Partners' Capital
(In thousands)

General Limited
Partner's  Partners
Capital Capital

Initial capital contribution June 14, 1994......... $ 1 $
Offering ProCeedS......ccovvvvvviieivciieeieis e 1,874 162,5
Basis adjustments and acquisition of limited partne - (13,4
Net iNCOME.......ovvvvvvveviieiiiereenn 63 6,2
Distributions........ccccovvvieeiiieeiiieees (50) 4,9
Transfer of limited partners' interest............. (366) 3
Balance at December 31, 1994....................... 1,522 150,6
Offering proceeds................ -- 219,8
Capital contributions. - 57,3
Net income............ 278 27,5
Distributions..........cevvvieiiiieiiieenis (299) (29,5
Transfer of limited partners' interest............. 2,772 (2,7
Balance at December 31, 1995... 4,273 423,0
Net income (unaudited)............ . 90 8,9
Distributions (unaudited) (104) (10,2

Balance at March 31, 1996 (unaudited).............. $4,259 $421,6

See accompanying notes to financial statements.
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Total
Partners'
Capital
$ 1
164,413
(13,471)
6,273
(5,020)

152,196
219,821

427,346
9,002

(10,399)

$ 425,949



Operating activities:
Net income

Adjustments to reconcile net income to net cash pro

by operating activities:
Depreciation and amortization...........
Loss on early extinguishment of debt

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

Changes in operating assets and liabilities:

Accounts receivable........................

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

Accrued straight line rents receivable

Accounts payable, accrued expenses and other

liabilities...........ccocevvvvirieeen.

Net cash provided by operating activities...

Investing activities:

Proceeds from disposition of real estate assets....

Additions to real estate assets.............
Other assets and notes receivable....
Cash from contributed net assets......
Cash paid in exchange for partnership

Net cash used in investing activities

Financing activities:
Distributions paid..........cccccveveiiereeennnnn.

Net proceeds from contributed capital..

Payment of prepayment penalties and
Borrowings on credit facility
Repayment of credit facility..................

net assets...

loan costs.....

Proceeds from mortgages and notes payable..........

Repayment of mortgages.....................
Payment of deferred financing costs....

Statements of Cash Flows

(In thousands)

Three months ended

P

March 31, December 31,
1996 1995 1995
(unaudited)

..... $ 9,002 $ 3,811 $27,866
vided
..... 4,125 2,325 12,701
..... 1,068
..... (207) (483) (1,561)
..... - (116) (173)
..... (400) (267) (1,519)
..... (1,075) (398) 4,787
..... 11,445 4,872 43,169
..... 900 - 2,200
..... (13,643) (23,839) (130,411)
..... (591) (622) 2,777)
..... - 549 549
..... - (5,793) (6,593)
..... (13,334) (29,705) (136,032)
..... (10,399) (4,267) (29,845)
..... -- 109,689 219,821
..... (1,046)
..... 15,000 41,000 50,800
..... - - (87,000)
..... - 90,250

..... (1,518) (120,137)  (148,907)
..... (149)  (289) (630)

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the perio
Cash and cash equivalents at end of the period.....
Supplemental disclosure of cash flow information:

Cash paid for interest

See accompanying notes to financial statements.

..... 3,434
..... 1,545
d.... 6,838
..... $ 8,383
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25,996
1,163
6,258

$ 7,421

$ 1,795

93,443
580
6,258
$ 6,838

$ 11,965

Year Ended

D

eriod from

June 14 to

ecember 31,
1994

$ 6,273

3,345
1,422

(321)
(521)
(503)

3,455
13,150

(99,208)
(620)
2,088
(9,623)
(107,363)

(5,020)
164,413
(1,025)
62,700

(20,000)

(93,947)

(6,650)

100,471
6,258

$ 6,258

$ 2,073



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
Statements of Cash Flows -- Continued
(In thousands)

For the Year Ended December 31, 1995 and
for the Period from June 14, 1994 (commencemeanpefations) to December 31, 1994

Supplemental disclosure of n@ash investing and financing activities The follogrisummarizes the net assets contributed by thehdiders
of the Operating Partnership or assets acquiregsiio mortgages and notes payable:

1995 1994
Assets:
Real estate assets, Net.......ccccceervereererane $260,883 $51,614
Cash and cash equivalents... 549 2,088
Deferred rent receivable..............ccccceeene - 1,385
Tenant leasing costs, Net..........ccceeerunnee. - 1,188
Deferred financing costs, net...... 842 488
Accounts receivable and other...................... 6,290 174
Total assets.......ccccoevveeeeninns 268,564 56,937
Liabilities:
Mortgages payable........cccccceeeveviiiciininnnns 210,728 63,947
Accounts payable, accrued expenses and other liabil 549 2,262
Total liabilities...........cccoeveeeennnnnen. 211,277 66,209
Net assets (liabilities) $ 57,287 $(9,272)
In connection with the above transactions, the Oper ating Partnership made additional cash
payments to certain partners in exchange for their partnership net assets in the amounts
of $9,623,000 in 1994 and $6,593,000 in 1995. These transactions were accounted for using
the purchase method of accounting. Further, in conn ection with these transactions, the
Company received cash payments at closing of $2,088 ,000 in 1994 and $549,000 in 1995 to
fund the payment of certain accrued liabilities suc h as property taxes.
Additionally, in connection with the formation of t he Operating Partnership additional
debt of $54,164,000 was assumed and Units valued at $4,199,000 were issued during the

period from June 14, 1994 to December 31, 1994.

See accompanying notes to financial statements.



HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
December 31, 1995

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNNG POLICIES

Organization and Formation of the Company Highwdeadisyth Limited Partership (the "Operating Parsh@" formerly Highwoods Realty
Limited Partnership), commenced operations on 14nd 994 when Highwoods Properties, Inc. (the "Canyp) completed an initial public
offering (the "Initial Public Offering") and issuéd4 million shares of Common Stock (plus 1.1 millishares subsequently issued pursuant tc
the underwriters' over-allotment option). As of Mlai31, 1996, the Operating Partnership owned 18fgsties consisting of 94 suburban
office buildings and 97 industrial properties. Thbowing transactions (the "Formation Transactiyraccurred in connection with the Initial
Public Offering:

(Bullet) The Company consummated various purchgegements to acquire certain interests in 41 ptigsetincluding 27 properties which
were not owned by the predecessor to the Compamhyh@nOperating Partnership (the "Highwoods Grogpitr to the Initial Public
Offering.

For the 14 properties previously owned by the Higbds Group, negative net assets of approximateB7®000 were contributed to the
Operating Partnership at their historical cost. rgpmately $8,400,000 was distributed to non-cauitig partners of the Highwoods Group
for their partnership interest in the 14 propertiesr the 27 properties not owned by the HighwaBdsup, the Company issued approxima
$4,200,000 of Units, assumed $54,164,000 of dethipard $82,129,000 in cash. These 27 properties vemorded at their purchase price
using the purchase method of accounting.

(Bullet) The Company became the sole general padfitne Operating Partnership, by contributingoitgnership interests in the 41 proper
and its third-party fee business and all but $10,d00 of the net proceeds of the Initial Publicedifig in exchange for an approximate 88.3%
interest in the Operating Partnership.

(Bullet) The Operating Partnership executed varmut#on and purchase agreements whereby it paicbajppately $81,352,000 in cash,
issued 1,054,664 units in the Operating Partner@hipits") and assumed approximately $118,111,008debtedness in exchange for fee
simple interests in the 41 properties and the dgwveént land.

(Bullet) The Operating Partnership contributedttiied-party management and development businesshentthird-party leasing business to
Highwoods Services, Inc. (formerly Highwoods Re&#srvices, Inc. and Highwoods Leasing Companykahange for 100% of each
company's non-voting common stock and 1% of thefing common stock.

As a result of common stock offerings and subsegemmtributions of capital to the Operating Parsiip by the Company, the Company
owns approximately 84% of the Units in the Ope@fartnership as of December 31, 1995 (includimd@% general partnership interest in
the Operating Partnership). The Company's capitadants are adjusted to reflect this 1% generahpeship interest with the adjustments at
book value presented as transfer of "limited pastriaterest” in the Statements of Partners' Chpita

Generally one year after issuance (the "lock-uopé), the Operating Partnership is obligated teesm each Unit at the request of the holder
thereof for cash equal to the fair market valuerté share of the Company's Common Stock at thedfraech redemption, provided that the
Company at its option may elect to acquire any duici presented for redemption for one share of @am Stock or for cash equal to the
market value of one share of Common Stock. Wheniahdlder redeems a Unit for a share of CommorlStr cash, the minority interest

will be reduced and the Company's share in the &iper
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNNG POLICIES -- Continued Partnership will be incged. The
Company's Units are not redeemable for cash. Aeber 31, 1995, the one-year lock-up period hadtexpvith respect to 1,054,664 of the
3,732,412 Units issued. As of the date hereofCperating Partnership owns 95 suburban officesiimgis, 104 industrial and service center
properties and 221 acres of land for future devaleqt in the southeastern United States. BasiseddPtation

The Operating Partnership's investments in Highwddetvices, Inc. and Forsyth Properties Services,(the "Service Companies”) are
accounted for using the equity method of accountiigsignificant intercompany balances and tratisas have been eliminated in the
financial statements.

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

Real estate assets are recorded at cost less detedndepreciation. All capitalizable costs rela@the improvement or replacement of
commercial real estate properties are capitaliegreciation is computed by the straight-line mdtbeer the estimated useful life of 40
years for buildings and improvements and 5 to #s/&a furniture and equipment. Tenant improvemeanésamortized over the life of tl
respective leases, using the straight-line method.

The Company reviews each property for any evidefigmssible impairment of carrying value based stmeated future cash flows. Based
their analysis, as of December 31, 1995 and 19944dirying value of all properties is below thestimated net realizable values.

In March 1995, the FASB issued Statement No. 1Ztofinting for the Impairment of Long-Lived Assetsld.ong-Lived Assets to be
Disposed of, which requires impairment losses teelberded on londjved assets used in operations when indicatonmpéirment are prese
and the undiscounted cash flows estimated to bergtxd by those assets are less than the assstsigamount. Statement 121 also
addresses the accounting for long-lived assetsatieatxpected to be disposed of. The Company aditimeStatement in the first quarter of
1996 and the adoption did not have any materiakefiCash Equivalents

The Operating Partnership considers highly lignikstments with a maturity of three months or lgsen purchased to be cash equivalents.
Revenue Recognition

Minimum rental income is recognized on a straighg-basis over the term of the lease. Unpaid ramsncluded in accounts receivable.
Certain lease agreements contain provisions whiohigle reimbursement of real estate taxes, inseraadvertising and certain common area
maintenance (CAM) costs. These additional rentsererded on the accrual basis. All rent and otbegivables from tenants are due from
commercial building tenants located in the progstti

Deferred Lease Fees and Loan Costs

Lease fees, concessions and loan costs are cagitalt cost and amortized over the life of theteeldease or loan term, respectively.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNNG POLICIES -- Continued
Income Taxes No provision has been made for indaxes in the accompanying financial statementsusecauch taxes, if any, are the
responsibility of the individual partners.

The Operating Partnership's taxable income foytsr ended December 31, 1995, and for the perad flune 14, 1994 to December 31,
1994 was $22,258,500 and $5,100,800, respectiValy differences between book income and taxabtamecprimarily result from timing
differences consisting of depreciation expense/@2000 and $979,480 in 1995 and 1994, respecjiagly recording of rental income
($1,115,390 and $335,780 in 1995 and 1994, res@bg}i

Concentration of Credit Risk

Management of the Operating Partnership perforng®iog credit evaluations of its tenants. At Decen8ie 1995, the properties were lea
to approximately 950 tenants, in four geographoatmns, which engage in a wide variety of busiaes¥here is no dependence upon any
single tenant. Interest Rate Risk Management

The Operating Partnership enters into various ésterate swaps and caps in managing its intereestisk. Payments to or from the
counterparties are recorded as adjustments tesitekpense. The Company has designated thesaiesiis as hedges against existing
liabilities and accordingly utilizes hedge accongti

The Operating Partnership would not realize a natkss as of December 31, 1995 in the event ofperformance by any one counterpa
The Operating Partnership has entered into traiesacivith financial institution counterparties witcredit rating of Aa3 or better.
Additionally, the Operating Partnership limits taimount of credit exposure with any one institution.

Interim Unaudited Financial Information

The accompanying interim unaudited consolidatedriaial statements have been prepared pursuare talés and regulations of the
Securities and Exchange Commission. Certain infionand footnote disclosure normally includedrie tonsolidated financial statements
prepared in accordance with generally acceptedusticny principles may have been condensed or anittesuant to such rules and
regulations, although management believes thadifatosures are adequate to make the informatiesgmted not misleading. The unaudited
consolidated financial statements as of March 896land for the thremonth periods ended March 31, 1996 and 1995 in¢cindée opinior
of management, all adjustments, consisting of nbremurring adjustments, necessary to presenyftid financial information set forth
herein. The results of operations for the interegniguls are not necessarily indicative of the rastaltbe expected for the entire year. Use of
Estimates

The preparation of financial statements in accacdamith generally accepted accounting principlegires management to make estimates
and assumptions that affect the amounts reportttkifinancial statements and accompanying notesiaAresults could differ from those
estimates.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

2. MORTGAGES AND NOTES PAYABLE Mortgages and nopagyable consisted of the following at Decemberi®B5 and 1994 (in
thousands):

1995 1994
Conventional fixed rate mortgages payable (a.)..... $134,687 $24,164
Variable rate mortgages payable (b.)... . 36,549
9% fixed rate unsecured note payable............... 5,000 --
Revolving credit facility (C.).......cccceeeunee. 6,500 42,700

$182,736 $66,864

(a.) Conventional fixed rate mortgages payableuides 19 loans at December 31, 1995, and sevendbv@ecember 31, 1994. The loans
were secured by real estate assets with an aggregdépreciated cost of approximately $226,000:2@ecember 31, 1995. Interest rates on
fixed rate mortgages payable range from 7.0% t0%3with a weighted average rate of 8.80% at Decei®bgel995.

(b.) Variable rate mortgages payable includes tloaes at December 31, 1995. The loans were sebyreghl estate assets with an aggregate
undepreciated cost of approximately $75,000,0Degember 31, 1995. Interest rates on variablemaitgages payable range from 1.35% to
1.50% above the 30-day London Interbank Offerec RatiBOR"). At December 31, 1995, 30-day LIBOR w&a8%. The Operating
Partnership has entered into two interest rate agagements with financial institutions to effeetivfix the interest rates on the variable rate
mortgages payable at a rate of 7.24%. At Decembet @05, the notional amounts of the interest satgps equaled the outstanding balance
of the mortgages payable. The swaps expire in 1888 and July 2000 upon the maturity of the re$pechortgage agreements. The cost
basis of the interest rate swaps was $670,000 egrbieer 31, 1995.

(c.) The Operating Partnership has a revolvingitfadility in the amount of $80,000,000 from twarficipating banks. The credit facility
bears interest at 1.50% above 30-day LIBOR and meatn June 13, 1999. See "Subsequent EventstarBnd he terms of the credit facility
require the Operating Partnership to pay a commmitrfez equal to .25% on the unused portion of teditfacility and include certain
restrictive covenants which limit, among other ggndividend payments and additional indebtednedsadaich requires compliance with
certain financial ratios and measurements. At Dée#81, 1995, the Operating Partnership was in tianmge with the terms of the credit
facility. The credit facility is secured by reak&® assets with an aggregate undepreciated cappobximately $133,000,000 at Decembe
1995. To limit increases in interest expense duwhemges in 30-day LIBOR, the Operating Partnerskgdl $6,170,000 of the proceeds from
the Initial Public Offering to purchase a five-ye$80,000,000 interest rate protection agreemdrd.ifiterest rate protection agreement limits
the Operating Partnership's exposure to 30-day RBD5.5% (7.0% with the 1.50% spread). The inip@mium paid to acquire the interest
rate protection agreement is being amortized as@pase to interest expense over the five-year tdrthe agreement. Payments received
from the counterparties under the interest ratéeption agreements were $385,000 in 1995 and $2%;00994; and were recorded in the
contractual interest expense in the income staterA¢ecember 31, 1995, the effective interest @i the credit facility was 7%.

(d.) The aggregate maturities of the mortgagesnatels payable are as follows (in thousands):

1996..cuiii et . $ 4,137
1997 e .. 25,135
1998, 7,301
1999 . ... 38,719
2000.... e ... 39,084
Thereafter.......cccccvvveeveeieieeiieee ... 68,360
$182,736
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

2. MORTGAGES AND NOTES PAYABLE -- Continued Durid®95 and 1994, the total interest costs incurrethortgages and notes
payable was $12,608,000 and $2,499,000, respectieé amount of interest capitalized during 1988 4994 was $507,000 and $17,000,
respectively.

3. RENTAL INCOME The Operating Partnership's resthée assets are leased to tenants under opdesiBes that expire over the next ten
years. The minimum rental amounts under the lemsegenerally either subject to scheduled fixedeiases or adjustments based or
Consumer Price Index. Generally, the leases atpainethat the tenants reimburse the OperatinghBisthip for increases in certain costs
above their base year costs. Expected future mimimants to be received over the next five yearstheckafter from tenants for leases in
effect at December 31, 1995, are as follows (iugands):

1996..uiiii i e $ 81,765
1997 e e 66,760
1998t e 50,863
1999 e 39,594
2000..uiii i e 27,134
Thereafter......oooovvviiiiiieees 28,685
$294,801

4. RELATED PARTY TRANSACTIONS The Operating Partsieéip makes advances to Highwoods Services, IncFarglth Properties
Services, Inc. for working capital purposes. Thexdbeances bear interest at a rate of 7% per anndrtogaled $1,274,000 at December 31,
1995, and $620,000 at December 31, 1994. The Opgmartnership recorded interest income from tlesances of $43,000 and $15,000
for the year ended December 31, 1995, and for ¢nieghfrom June 14, 1994, to December 31, 1994inguhe year ended December 31,
1995, the Operating Partnership acquired two pt@seencompassing 99,334 square feet at an aggrpgethase price of $6,850,000 from
partnerships in which certain officers and direstmwned a majority interest. These transactiongwecounted for using the purchase me
of accounting and their operating results are ishetlin the Statements of Income from their acqaisidates.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

5. COMMITMENTS AND CONTINGENCIES

Lease:

Two of the properties located in Parkway Plaza igraent are subject to a land lease expiring Deeer@b, 2082. Rental payments are t
adjusted yearly based on the consumer price inbdex.Operating Partnership has the option to puectiasleased land during the lease term
at the greater of 85% of appraised value or $35p@0@cre. The obligation for future minimum lepsgments is as follows (in thousands):

1996 e $ 97
1997 i ——— e 97
1998 e 97
1999 i e 97
20O 97
Thereafter......coovvviiee e, 7,981
$8,466

Litigation:

The Operating Partnership is a party to a variétegal proceedings arising in the ordinary cowsits business. These matters are generally
covered by insurance. All of these matters, takgether, are not expected to have a material aghegfsct on the accompanying consolid:
financial statements not withstanding possibleriasce recovery.

Contracts:

The Operating Partnership has entered into corgirucontracts totaling $39,173,000 at Decemberl995. The amounts remaining on th
contracts as of December 31, 1995, totaled $26)548,

The Operating Partnership has entered into a agnirader which it is committed to acquire 64 a@Eknd over a five-year period for an
aggregate purchase price of approximately $10,002,0he seller has the option to elect to recdieepurchase price in either cash or Units
valued at $26.67.

The Operating Partnership has also entered intmtract under which it is committed to acquire t8ea of land on or before August 1, 1998,
for an aggregate purchase price of approximate}§32000.

Environmental Matters:

All but one of the Operating Partnership propertiage been subjected to Phase | environmentalwsyiguch reviews have not revealed, nor
is management aware of, any environmental liabitist management believes would have a materiaradweffect on the accompanying
consolidated financial statements.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

6. DISCLOSURE ABOUT FAIR VALUE OF FINANCIAL INSTRUNENTS The following disclosures of estimated failues were
determined by management using available marketrimdtion and appropriate valuation methodologiemsitierable judgment is necessary
to interpret market data and develop estimated/&dure. Accordingly, the estimates presented hexsmot necessarily indicative of the
amounts that the Operating Partnership could realon disposition of the financial instrumentse Tise of different market assumptions
and/or estimation methodologies may have a mateifiatt on the estimated fair value. The carryingpants and estimated fair value of the
Operating Partnership's financial instruments atdbaber 31, 1995, were as follows (in thousands):

Carrying  Fair
Amount  Value

Cash and cash equivalents..............c........... .. $6,838 $ 6,838
Accounts and notes receivable . $ 7612 $ 7,612
Mortgages and notes payable........................ .. $182,735 $186,709
Interest rate swap agreements...................... . $ 670 (464)
Interest rate Cap........coceeevvveeviveerinneenns . $ 4,267 1,311

The fair values for the Operating Partnership'sdixate mortgages and notes payable were estimsitegl discounted cash flow analysis,
based on the Operating Partnership's estimatedrmartal borrowing rate at December 31, 1995, foilar types of borrowing arrangemer
The carrying amounts of the Operating Partnerskig'mble rate borrowings approximate fair value.

The fair values of the Operating Partnership's@sterate swap and interest rate cap agreememesesh the estimated amount the Operating
Partnership would receive or pay to terminate ptaee the financial instruments at current mariegs.

Disclosures about the fair value of financial instents are based on relevant information avail@biee Operating Partnership at December
31, 1995. Although management is not aware of angofs that would have a material effect on thevaiue amounts reported herein, such
amounts have not been revalued since that datewaneht estimates of fair value may significantiffed from the amounts presented.

7. MERGERS AND ACQUISITIONS Through mergers andwasijons during 1995, the Operating Partnershigpeased its portfolio of

office and industrial space by 6,357,000 squaredean aggregate cost of $369,900,000. Additigndlliring 1995 the Company completed
its second and third public offerings of commorcktdrhese transactions were accounted for usinguhehase method of accounting and
their operating results are included in the Statgmef Income from their acquisition dates. Durir§94, the Company completed its Initial
Public Offering, the Formation Transactions anduéregl 207,000 square feet of office and industjace at an aggregate cost of
$15,000,000. Unaudited pro forma results of openatfor the years ended December 31, 1995 and dr@9ket forth below. For 1995, such
pro forma results assume (i) the acquisition 023,706 square feet of office and industrial spdaaetatal cost of $354,200,000 and (ii) the
second and third public offerings and the relatggital contributions occurred at the beginninghaf year. For 1994, such pro forma results
assume (i) the 1994 acquisition of 5,727,706 sqfeseof office and industrial space at a totalt @ds$354,200,000, and (ii) the initial, secc
and third offerings, the related capital contribas, and the Formation Transactions occurred aieg@ning of the year. The proceeds from
the second and third offerings were used to redutganding indebtedness and for working capitgbpses. Pro forma interest expense was
calculated based upon the indebtedness outstaattergdebt repayment and using the effective ratsuzh indebtedness. In 1994 and 1995,
200,000 and 2,677,748, respectively, of Operatagnership units were issued in connection withotes mergers and acquisitions. These
units were recorded at the market value of the Gays Common Stock price on the closing date ofrdngsactions.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

7. MERGERS AND ACQUISITIONS -- Continued

Pro Forma Year Ende d Pro Forma Year Ended
December 31, 1995 December 31, 1994
(in thousands, ex cept per unit amounts)
Revenues..................... $ 90,592 $ 83,541
Net Income................... $ 35,607 $28,771
Net Income per Unit.......... $ 154 $ 1.25

The pro forma information is not necessarily intiiaof what the Operating Partnership's resultsperations would have been if the
transactions had occurred at the beginning of pacled presented. Additionally, the pro forma im@tion does not purport to be indicative
of the Operating Partnership's results of operatfonfuture periods.

8. SUBSEQUENT EVENTS

Credit Facility On March 26, 1996, the OperatingtRership closed on a $140,000,000 unsecured deaility (the "New Credit Facility")
which replaces the existing $80 million line. At Mha 31, 1996, $21,500,000 was outstanding undecrtbdit facility. The New Credit
Facility is with three commercial banks and hasnéial interest rate of LIBOR +1.50% which will agt based on the Operating Partners
senior unsecured credit rating to a range of LIBOR

+1.00% to LIBOR +1.75%. The Company will contineeautilize the $80,000,000 interest rate protectigreement to limit its exposure to
increases in 30-day LIBOR.

Nashville Transactio

On April 1, 1996, the Company and the Operatindrieaship completed a merger with Eakin & Smith @sdffiliates ("Eakin & Smith")
combining their property portfolios, managementrteand business operations. The merger will bewsted for using the purchase method
of accounting. Through the combination, the Compsungceeded to the ownership of seven suburbaredifiddings totaling 848,000 square
feet, a 103,000-square-foot suburban office dewety project, 18 acres of development land andrE&aksmith's brokerage and property
management operations. All the properties and dpwednt land are located in Nashville, Tennessedlath 31, 1996, the properties
acquired in the transaction were 97% leased.

The aggregate purchase price, assuming the completithe in-process development project, was apprately $98.5 million payable
through the issuance of 537,138 limited partnershigs of the Operating Partnership and 489,42teshaf Common Stock, the assumptio
$37 million of indebtedness (with a weighted averiged rate of 8.0%), and cash payments of apprately $33 million. The aggregate
purchase price excludes deferred payments of 68,1066 shares of Common Stock, which are attridatebEakin & Smith's brokerage and
property management operation. A total paymenBgb14 shares of Common Stock will be paid to thedlprincipals of Eakin & Smith, In
for each of the first four 12-month periods follogithe combination in which third-party serviceerue attributable to the Eakin & Smith
brokerage and property management operations ex&2000,000.

As part of the combination, the three principal&€akin & Smith, Inc. received options to purcha68,000 shares of common stock at $27.50
per share. Such options vest in four equal anmsgdliments beginning with the second anniversatii@date of grant. Such principals also
received warrants to purchase 150,000 shares of@onstock for $28.00 per share. Pending Acquisitib@rocker Realty Trust, Inc. On
April 29, 1996, the Company and the Operating Rastnip entered into an Agreement and Plan of Mdtber"Merger Agreement") with
Crocker Realty Trust, Inc. ("Crocker"). Under teems of the
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

8. SUBSEQUENT EVENTS -- Continued Merger Agreem@sgar Acquisition Corporation ("Cedar"), a newdyrhed subsidiary of the
Company, will merge into Crocker with the Compargdming the sole shareholder of Crocker. The Compaands to contribute the sha
of common stock of Crocker to the Operating Padiniprin exchange for limited partnership interésesein. As a result, Crocker would
become a subsidiary of the Operating Partnershipa fesult of the Merger, the Operating Partnensfilppcquire 58 suburban office
properties and 12 service center properties (tmeck&r Properties”) located in 15 Southeastern etari Florida, North Carolina, South
Carolina, Tennessee, Georgia, Virginia and Alabarha. Crocker Properties encompass 5.7 million #eatsquare feet and, at March 31,
1996, were 95% leased. Under the terms of the Mekgeeement, the Company will acquire all of théstanding capital stock of Crocker in
exchange for a cash payment of $11.02 per shargcido certain adjustments. Based on Crocker8846087 shares of outstanding capital
stock at May 31, 1996, the purchase price willltapproximately $297 million. In addition, the Coamy will cash out certain existing
options and warrants to purchase Crocker commaik $tw an estimated $4.2 million and assume appnately $240 million of Crocker's
currently outstanding indebtedness, having a wetaverage interest rate of 8.6%. In connectioh thi¢ Merger, the Company has also
entered into a Stock Purchase Agreement (the "Sockhase Agreement”) with AP CRTI Holdings, L(&h affiliate of Apollo Real Estate
Advisors), AEW Partners, L.P. (an investment paghip advised by Aldrich Eastman Waltch), and Cestskthree senior executives (Thol
J. Crocker, Richard S. Ackerman and Robert E. @njskho together own approximately 83% of Crockeudtstanding common stock
(collectively, the "Crocker Selling Shareholdersifjich obligates such shareholders to sell tharestto the Company at a cash price of
$11.02, subject to the same adjustments as requiréer the Merger Agreement. The approximately $#lfon purchase price of such
shares is part of the total approximately $297iamlpurchase price for all of Crocker's outstandihgres. The Merger Agreement and the
Stock Purchase Agreement may be terminated byepective parties only in certain limited circumsies. In addition, under the terms of
the Merger Agreement, certain specified assetdiabiities of Crocker will not be acquired by t@®mpany. In connection with the Merger,
the Company obtained a commitment from NationsBartk First Union National Bank of North Carolina 8086250 million revolving line of
credit (the "Revolving Loan"). The Revolving Loaiilweplace the Credit Facility and will be usedy#édher with the proceeds from the
Offering to fund the Merger. The Revolving Loanvaié unsecured for the first nine months and wathbinterest at a rate of LIBOR plus 150
basis points. After the initial nine-month peridide Revolving Loan will either convert to a seculemh with a maturity date two years from
its closing date or to an unsecured loan maturmguly 31, 1999. The Revolving Loan will remain easred if the Company generates at
least $300 million of net proceeds from equity dffgs (including the proceeds from this Offering)yidg the initial nine-month period and
meets certain covenants, including covenants ngjati debt ratios, tangible net worth and inteceserage. If the Revolving Loan remains
unsecured after the initial nine-month period, @uld have an interest rate that ranged from LIBQR A00 basis points to LIBOR plus 175
basis points based on the Company's senior unskctedit rating. If the loan converts to a secdeaility, the Company will be required to
pledge assets at least equal in value to 60% adutstanding amount of the Revolving Loan and tierest rate will equal LIBOR plus 175
basis points.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS -- (Continued)

9. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED):

Selected quarterly financial data for the year dridecember 31, 1995, and for the period from J4he 994, (commencement of operations)
to December 31, 1994, is as follows (in thousandeggt per unit amounts):

F or the period from June 14, 1994 to December 31, 19
First Quarte r Second Quarter Third Quarter Fourth Quar

Revenues..........ccccceeveeennnnn. $ - $ 1,482 $ 8,810 $ 9,150
Income before extraordinary item.... -- 534 3,652 3,509
Extraordinary item.................. -- (1,422) -- --
Net (loss) income................... $ - $ (888) $ 3,652 $ 3,509
Per Unit:

Income before extraordinary

IteM. i $ - $ 0.06 $ 0.36 $ 035
Net (loss) income................. $ - $ (0.09) $ 0.36 $ 0.35
For the year ended December 31, 1995*
First Quarte r Second Quarter Third Quarter Fourth Quar

Revenues........cccccevveneenennn $12,846 $17,518 $20,560 $ 22,598
Income before extraordinary item.... 4,879 6,829 7,939 9,287
Extraordinary item.................. (1,068) - - -
Net income........cccceevereennenn $3,811 $ 6,829 $7,939 $ 9,287
Per Unit:

Income before extraordinary

IteM.. e $ 0.36 $ 0.39 $ 0.39 $ 0.40
Netincome........ccccveeveeneenn $ 0.29 $ 0.39 $ 0.39 $ 0.40

* The total of the four quarterly amounts for nmetame per unit do not equal the total for the yhas to the use of a weighted average to

compute the average number of units outstanding.
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Total
$19,442
7,695
(1,422)
$6,273

$ 0.77
$ 0.63

Total
$73,5622
28,934
(1,068)
$27,866

$ 1.55
$ 1.49



Initia

HIGHWOODS/FORSYTH LIMITED PARTNERSHIP
SCHEDULE Il -- REAL ESTATE AND ACCUMULATED DEPRECI
December 31, 1995
(In thousands)

Cost  Gross Amount at
Capitalized Which Carried at
| Cost Subsequent Close of Period
Building & to Buildin

Description Encumbrance Land | mprovements Acquisition Land Improvem
Highwoods Office Center
Amica 2 $ 289 $ 1544 $ 42 $ 289 $ 1,586
Arrowwood -- 955 3,406 212 955 3,618
Aspen ) 560 2,104 56 560 2,160
Birchwood (2) 201 911 -- 201 911
Cedar East 2) 563 2,498 58 563 2,556
Cedar West 2) 563 2,487 94 563 2,581
Cottonwood ) 609 3,253 15 609 3,268
Cypress ) 567 1,747 26 567 1,773
Dogwood $2,633 766 2,790 - 766 2,790
Hawthorn 2) 904 3,782 -- 904 3,782
Highwoods Tower ) 203 16,948 -- 203 16,948
Holly - 300 1,170 - 300 1,170
Ironwood ) 319 1,276 99 319 1,375
Kaiser ) 133 3,625 - 133 3,625
Laurel 2) 884 2,537 4 884 2,541
Leatherwood - 213 851 98 213 949
Smoketree Tower ) 2,353 11,922 723 2,353 12,645
Rexwoods Office Center
2500 Blue Ridge ) 722 4,552 33 722 4,585
Blue Ridge Il 1,445 434 -- 1,450 462 1,422
Rexwoods Center 3) 775 -- 3,771 878 3,668
Rexwoods II ) 355 -- 1,822 362 1,815
Rexwoods Il 3,320 886 -- 2,863 919 2,830
Rexwoods IV ) 586 -- 3,434 586 3,434
Triangle Business Center
Bldg. 2A 3) 377 4,004 303 377 4,307
Bldg. 2B 3) 118 1,225 - 118 1,225
Bldg. 3 3) 409 5,349 300 409 5,649
Bldg. 7 3) 414 6,301 (72) 414 6,229
Progress Center
Cape Fear -- 131 -- 1,895 131 1,895
Catawba - 125 -- 1,650 125 1,650
CompuChem -- 269 -- 6,598 289 6,578
North Park
4800 North Park 10,847 2,678 17,673 109 2,678 17,782
4900 North Park 1,567 770 1,989 11 770 2,000
5000 North Park ) 1,010 4,697 560 1,010 5,257
Creekstone Park
Creekstone Crossing -- 728 3,891 16 728 3,907
Riverbirch 2) 448 -- 4,137 469 4,116
Willow Oak -- 458 4,685 343 458 5,028
Research Commons
EPA Annex/

Administration 4) 1,609 10,920 51 1,609 10,971
4501 Bldg. 4) 748 4,448 653 748 5,101
4401 Bldg. 4) 1,822 8,929 3,575 1,822 12,504
4301 Bldg. 4) 1,094 7,425 - 1,094 7,425
4201 Bldg. 4) 1,466 7,715 2,305 1,466 10,020

Hock Portfollo
Fairfield | - 805 3,227 21 805 3,248
Date of Date
Description Construction Acquired
Highwoods Office Center
Amica 1983 1994
Arrowwood 1979 1994
Aspen 1980 1994
Birchwood 1983 1994
Cedar East 1981 1994
Cedar West 1981 1994
Cottonwood 1983 1994
Cypress 1980 1994
Dogwood 1983 1994
Hawthorn 1987 1994
Highwoods Tower 1991 1994
Holly 1984 1994
Ironwood 1978 1994
Kaiser 1988 1994
Laurel 1982 1994
Leatherwood 1979 1994
Smoketree Tower 1984 1994
Rexwoods Office Center
2500 Blue Ridge 1982 1994
Blue Ridge Il 1988 1994
Rexwoods Center 1990 1994
Rexwoods II 1993 1994
Rexwoods Il 1992 1994
Rexwoods IV 1994 1994
Triangle Business Center
Bldg. 2A 1984 1994

ATION
g& Accumulated
ents Total Depreciation (1)

$ 1,875 $ 61
4,573 139
2,720 91
1,112 43
3,119 106
3,144 101
3,877 127
2,340 84
3,556 108
4,686 1,487
17,151 2,035
1,470 45
1,694 82
3,758 978
3,425 98
1,162 52
14,998 475
5,307 177
1,884 333
4,546 648
2,177 100
3,749 328
4,020 58
4,684 193
1,343 47
6,058 290
6,643 240
2,026 928
1,775 912
6,867 1,726
20,460 689
2,770 77
6,267 203
4,635 61
4,585 813
5,486 21
12,580 390
5,849 184
14,326 554
8,519 132
11,486 417
4,053 37



Bldg. 2B

Bldg. 3

Bldg. 7
Progress Center

Cape Fear

Catawba

CompuChem
North Park

4800 North Park

4900 North Park

5000 North Park
Creekstone Park

Creekstone Crossing

Riverbirch

Willow Oak
Research Commons

EPA Annex/

Administration

4501 Bldg.

4401 Bldg.

4301 Bldg.

4201 Bldg.
Hock Portfollo

Fairfield |

1994

1995

1984 1994
1988 1994
1988 1994
1980 1994
1980 1994
1980
1985 1994
1984 1994
1980 1994
1990
1987 1994
1995 1995
1966 1995
1985 1995
1987 1995
1989 1995
1991 1995
1987 1995
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Cost  Gross Amount at Which
Capitalized Carried at Close of

Initia | Cost Subsequent Period
Building & to Building & Accumulated
Description Encumbrance Land | mprovements Acquisition Land Improvements T otal Depreciation (1)
Fairfield 11 $ - $ 910 $3647 $ 19 $ 910 $ 3666 $ 4,576 $ 42
Qualex -- 879 3,522 -- 879 3,522 4,401 40
4101 Roxboro - 1,059 4,243 10 1,059 4,253 5,312 49
4020 Roxboro - 675 2,708 8 675 2,716 3,391 31
Other Research Triangle
Properties
Colony Corporate Center 2) 613 3,296 62 613 3,358 3,971 134
Concourse 2) 986 12,069 185 986 12,254 13,240 477
Cotton Building - 460 1,844 -- 460 1,844 2,304 2
Expressway One Warehouse 1,650 242 - 1,836 246 1,832 2,078 248
Holiday Inn 2,464 867 2,748 75 867 2,823 3,690 106
Lake Plaza East ) 856 4,893 126 856 5,019 5,875 217
Phoenix - 394 2,019 11 394 2,030 2,424 53
Six Forks Center | - 666 2,688 -- 666 2,688 3,354 8
Six Forks Center Il - 1,086 4,370 8 1,086 4,378 5,464 14
Six Forks Center Ill - 862 4,444 91 862 4,535 5,397 144
South Square | 3) 606 3,785 152 606 3,937 4,543 157
South Square Il 2 525 4,742 106 525 4,848 5,373 187
Airpark East
Highland Industries (5) 175 699 - 175 699 874 15
Service Center 1 (5) 275 1,099 46 275 1,145 1,420 24
Service Center 2 (5) 222 889 - 222 889 1,111 19
Service Center 3 (5) 304 1,214 -- 304 1,214 1,518 27
Service Center 4 (5) 224 898 - 224 898 1,122 20
Copier Consultants (5) 252 1,008 - 252 1,008 1,260 22
Service Court 5) 194 774 1 194 775 969 17
Bldg. 01 (5) 377 1,510 8 377 1,518 1,895 34
Bldg. 02 5) 461 1,842 1 461 1,843 2,304 40
Bldg. 03 5) 321 1,283 41 321 1,324 1,645 33
Bldg. A (5) 541 2,913 60 541 2,973 3,514 66
Bldg. B (5) 779 3,200 43 779 3,243 4,022 73
Bldg. C (5) 2,384 9,535 35 2,384 9570 11,954 214
Sears Cenfact 4,561 861 3,446 6 861 3,452 4,313 75
Warehouse 1 (5) 384 1,535 - 384 1,535 1,919 34
Warehouse 2 (5) 372 1,488 -- 372 1,488 1,860 33
Warehouse 3 (5) 370 1,480 2 370 1,482 1,852 32
Warehouse 4 (5) 657 2,628 1 657 2,629 3,286 57
Airpark North
DC-1 (5) 723 2,891 15 723 2,906 3,629 64
DC-2 (5) 1,094 4,375 42 1,094 4,417 5,511 97
DC-3 (5) 378 1,511 - 378 1,511 1,889 33
DC-4 5) 377 1,508 1 377 1,509 1,886 33
Airpark West
Airpark | 3) 954 3,817 5 954 3,822 4,776 84
Airpark Il 3 887 3,536 7 887 3,543 4,430 79
Airpark IV 3) 226 903 37 226 940 1,166 22
Airpark V 3 242 966 6 242 972 1,214 22
Airpark VI 3) 326 1,308 61 326 1,369 1,695 34
West Point Business Park
BMF Warehouse (6) 795 3,181 -- 795 3,181 3,976 70
WP-11 (6) 393 1,570 22 393 1,592 1,985 35
WP-12 (6) 382 1,531 22 382 1,553 1,935 34
WP-13 (6) 297 1,192 22 297 1,214 1,511 27
WP-3 & 4 (6) 120 480 - 120 480 600 11
WP-5 - 178 590 136 178 726 904 5
Fairchild Bldg. (6) 640 2,577 - 640 2,577 3,217 56
LUWA Bahnson Bldg. (6) 346 1,384 1 346 1,385 1,731 30
Date of Date
Description Construction Acquired
Fairfield 11 1989 1995
Qualex 1985 1995
4101 Roxboro 1984 1995
4020 Roxboro 1989 1995
Other Research Triangle
Properties
Colony Corporate Center 1985 1994
Concourse 1986 1994
Cotton Building 1972 1995
Expressway One Warehouse 1990 1994
Holiday Inn 1984 1994
Lake Plaza East 1984 1994
Phoenix 1990 1994
Six Forks Center | 1982 1995
Six Forks Center Il 1983 1995
Six Forks Center IlI 1987 1994
South Square | 1988 1994
South Square I 1989 1994
Airpark East
Highland Industries 1990 1995
Service Center 1 1985 1995
Service Center 2 1985 1995

Service Center 3 1985 1995



Service Center 4
Copier Consultants
Service Court
Bldg. 01
Bldg. 02
Bldg. 03
Bldg. A
Bldg. B
Bldg. C
Sears Cenfact
Warehouse 1
Warehouse 2
Warehouse 3
Warehouse 4
Airpark North
DC-1
DC-2
DC-3
DC-4
Airpark West
Airpark |
Airpark Il
Airpark IV
Airpark V
Airpark VI

West Point Business Park

BMF Warehouse
WP-11

WP-12

WP-13

WP-3 & 4

WP-5

Fairchild Bldg.

LUWA Bahnson Bldg.

1985 1995
1990 1995
1990 1995
1990 1995
1986 1995
1986 1995
1986 1995
1988 1995
1990 1995
1989 1995
1985 1995
1985 1995
1986 1995
1988 1995
1986 1995
1987 1995
1988 1995
1988 1995
1984 1995
1985 1995
1985 1995
1985 1995
1985 1995
1986 1995
1988 1995
1988 1995
1988 1995
1988 1995
1995 1995
1990 1995
1990 1995
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Description

University Commercial

Center

W-1 $ -

W-2 -

SR-1 -

SR-2 01/02 -

SR-3 -

Bldg. 01/02 -

Bldg. 03 -

Bldg. 04 -
Ivy Distribution Center
Knollwood Office Center

370 Knollwood

380 Knollwood
Stoneleigh Business Park

7327 W. Friendly Ave.

7339 W. Friendly Ave.

7341 W. Friendly Ave.

7343 W. Friendly Ave.

7345 W. Friendly Ave.

7347 W. Friendly Ave.

7349 W. Friendly Ave.

7351 W. Friendly Ave.

7353 W. Friendly Ave.

7355 W. Friendly Ave.
Spring Garden Plaza

4000 Spring Garden St.

4002 Spring Garden St.

4004 Spring Garden St.
Pomona Center-Phase |

7 Dundas Circle

8 Dundas Circle

9 Dundas Circle
Pomona Center-Phase I

302 Pomona Dr.

304 Pomona Dr.

306 Pomona Dr.

308 Pomona Dr.

5 Dundas Circle

Initia

(5)
®)

(M
(M
(M
(7
@)

Westgate on Wendover-Phase

|

305 South Westgate Dr.
307 South Westgate Dr.
309 South Westgate Dr.
311 South Westgate Dr.
315 South Westgate Dr.
317 South Westgate Dr.
319 South Westgate Dr.

Westgate on Wendover-Phase

Il

206 South Westgate Dr.

207 South Westgate Dr.

300 South Westgate Dr.

4600 Dundas Circle

4602 Dundas Circle
Radar Road

Encumbrance Land

203
196
276
215
167
26
429
514
452

1,819
2,977

@ 91
@ 138
@ 68

) 62

7

500 Radar Rd. (@)
502 Radar Rd. (@)

Date of

Description

University Commercial
Center

) 68

202
39

Date

Construction Acquired

W-1 1983 1995
W-2 1983 1995
SR-1 1983 1995
SR-2 01/02 1983 1995
SR-3 1984 1995
Bldg. 01/02 1983 1995
Bldg. 03 1985 1995
Bldg. 04 1986 1995
1930-
Ivy Distribution Center 1980 1995
Knollwood Office Center
370 Knollwood 1994 1995
380 Knollwood 1990 1995
Stoneleigh Business Park
7327 W. Friendly Ave. 1987 1995
7339 W. Friendly Ave. 1989 1995
7341 W. Friendly Ave. 1988 1995
7343 W. Friendly Ave. 1988 1995
7345 W. Friendly Ave. 1988 1995
7347 W. Friendly Ave. 1988 1995

Cost  Gross Amount at Which
Capitalized Carried at Close of
| Cost Subsequent Period
Building & to Building &
mprovements Acquisition Land Improvements T

$ 812 $ - $ 203 $ 812 $

786 - 196 786
1,155 6 276 1,161
859 90 215 949
668 - 167 668
102 13 26 115
1,771 3 429 1,774
2,058 6 514 2,064
1,812 67 452 1,879

7,451 444 1,819 7,895
11,912 163 2,977 12,075
441 6 60 447
465 8 63 473
831 11 113 842
531 7 72 538
485 6 66 491
709 9 97 718
388 5 53 393
778 11 106 789
901 12 123 913
525 7 72 532
933 7 127 940
290 2 39 292
1,019 8 139 1,027
552 - 75 552
617 - 84 617
373 - 51 373
617 - 84 617
163 - 22 163
368 - 50 368
531 - 72 531
531 - 72 531
220 1 30 221
485 4 66 489
496 3 68 499
551 4 75 555
396 2 54 398
597 3 81 600
396 2 54 398
664 4 91 668
1,012 6 138 1,018
496 3 68 499
456 19 62 475
498 - 68 498
1,484 -- 202 1,484
285 - 39 285

Accumulated

otal Depreciation (1)

1,015
982
1,437
1,164
835
141
2,203
2,578
2,331

9,714
15,052

507
536
955
610
557
815
446
895
1,036
604

1,067
331
1,166

627
701
424

701
185
418
603
603

251
555
567

452
681
452

759
1,156
567
537
566

1,686
324

=
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7349 W. Friendly Ave. 1988 1995

7351 W. Friendly Ave. 1988 1995

7353 W. Friendly Ave. 1988 1995

7355 W. Friendly Ave. 1988 1995
Spring Garden Plaza

4000 Spring Garden St. 1983 1995

4002 Spring Garden St. 1983 1995

4004 Spring Garden St. 1983 1995
Pomona Center-Phase |

7 Dundas Circle 1986 1995

8 Dundas Circle 1986 1995

9 Dundas Circle 1986 1995
Pomona Center-Phase I

302 Pomona Dr. 1987 1995

304 Pomona Dr. 1987 1995

306 Pomona Dr. 1987 1995

308 Pomona Dr. 1987 1995

5 Dundas Circle 1987 1995
Westgate on Wendover-Phase

|

305 South Westgate Dr. 1985 1995

307 South Westgate Dr. 1985 1995

309 South Westgate Dr. 1985 1995

311 South Westgate Dr. 1985 1995

315 South Westgate Dr. 1985 1995

317 South Westgate Dr. 1985 1995

319 South Westgate Dr. 1985 1995
Westgate on Wendover-Phase

1

206 South Westgate Dr. 1986 1995

207 South Westgate Dr. 1986 1995

300 South Westgate Dr. 1986 1995

4600 Dundas Circle 1985 1995

4602 Dundas Circle 1985 1995
Radar Road

500 Radar Rd. 1981 1995

502 Radar Rd. 1986 1995
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Initia
Description Encumbrance Land

504 Radar Rd. 7 $ 39

506 Radar Rd. (@) 39
Holden/85 Business Park

2616 Phoenix Dr. (@) 135

2606 Phoenix Dr. -- 100 (@) 63

2606 Phoenix Dr. -- 200 ) 63

2606 Phoenix Dr. -- 300 (@) 31

2606 Phoenix Dr. -- 400 ) 52

2606 Phoenix Dr. -- 500 (@) 64

2606 Phoenix Dr. -- 600 (@) 78
Industrial Village

7906 Industrial Village

Rd. (@) 62
7908 Industrial Village 7 62
7910 Industrial Village
Rd. (@) 62

Other Piedmont Triad

Properties

6348 Burnt Poplar $ - 721

6350 Burnt Poplar - 339

Stratford 2) 2,777

Chesapeake ) 1,236

3288 Robinhood 1,172 290
Steele Creek Park

Bldg. A 3) 499

Bldg. B 3) 110

Bldg. E 3) 188

Bldg. G-1 3) 196

Bldg. H 3) 169

Bldg. K 3) 148

Bldg. N 3) 199
Highwoods/Forsyth Business

Park

4101 Stuart Andrew Blvd. @)
4105 Stuart Andrew Blvd. (@)
4109 Stuart Andrew Blvd. @)
4201 Stuart Andrew Blvd. @)
4205 Stuart Andrew Blvd. (@) 134
4209 Stuart Andrew Blvd. @)
4215 Stuart Andrew Bivd. (@)
4301 Stuart Andrew Blvd. (@)
4321 Stuart Andrew Blvd. (@)
Parkway Plaza

Building 1 - 1,110
Building 2 - 1,694
Building 3 - 1,570
Building 7 - -
Building 8 - -
Building 9 4,865 -
Other Charlotte Properties
First Citizens 2) 647
Date of Date
Description Construction Acquired
504 Radar Rd. 1986 1995
506 Radar Rd. 1986 1995
Holden/85 Business Park
2616 Phoenix Dr. 1985 1995

2606 Phoenix Dr. -- 100 1989 1995
2606 Phoenix Dr. -- 200 1989 1995
2606 Phoenix Dr. -- 300 1989 1995
2606 Phoenix Dr. -- 400 1989 1995
2606 Phoenix Dr. -- 500 1989 1995
2606 Phoenix Dr. -- 600 1989 1995
Industrial Village
7906 Industrial Village
Rd. 1985 1995

7908 Industrial Village 1985 1995
7910 Industrial Village

Rd. 1985 1995

Other Piedmont Triad

Properties

6348 Burnt Poplar 1990 1995

6350 Burnt Poplar 1992 1995

Stratford 1991 1995

Chesapeake 1993 1995

3288 Robinhood 1989 1995
Steele Creek Park

Bldg. A 1989 1995

Bldg. B 1985 1995

Bldg. E 1985 1995

Bldg. G-1 1989 1995

Bldg. H 1987 1995

Cost  Gross Amount at Which
Capitalized Carried at Close of
| Cost Subsequent Period
Building & to Building &

mprovements Acquisition Land Improvements T

$ 286 $ - $ 39 % 28 $

285 - 39 285
990 - 135 990
466 - 63 466
466 - 63 466
229 - 31 229
382 2 52 384
471 5 64 476
575 - 78 575
455 5 62 460
455 5 62 460
455 5 62 460
2,883 7 721 2,890
1,365 5 339 1,370
11,459 - 2,777 11,459
4,944 -- 1,236 4,944
1,159 24 290 1,183
1,998 7 499 2,005
441 - 110 441
824 85 188 909
783 20 196 803
677 72 169 749
592 - 148 592
722 - 199 722
510 2 70 512
189 1 26 190
636 4 87 640
809 4 110 813
979 8 134 987
665 3 91 668
978 9 133 987
1,702 11 232 1,713
534 3 73 537
4,741 -- 1,110 4,741
6,777 -- 1,694 6,777
6,282 -- 1570 6,282
4,648 -- - 4,648
4,698 -- - 4,698
6,008 -- - 6,008
5,528 30 647 5,558

Accumulated

otal Depreciation (1)

324
324

1,125
529
529
260
436
540
653

522
522
522

3,611
1,709

14,236

6,180
1,473

582

727
923
1,121
759
1,120
1,945
610

5,851
8,471
7,852
4,648
4,698
6,008

6,205

$

3
3

1
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Bldg. K 1985
Bldg. N 1989
Highwoods/Forsyth Business
Park
4101 Stuart Andrew Blvd.
4105 Stuart Andrew Bivd.
4109 Stuart Andrew Blvd.
4201 Stuart Andrew Bivd.
4205 Stuart Andrew Blvd.
4209 Stuart Andrew Blvd.
4215 Stuart Andrew Bivd.
4301 Stuart Andrew Blvd.
4321 Stuart Andrew Bivd.
Parkway Plaza

Building 1 1982
Building 2 1983
Building 3 1984
Building 7 1985
Building 8 1986
Building 9 1984
Other Charlotte Properties
First Citizens 1989

1995
1995

1984
1984
1984
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Initi

Description Encumbrance Land | mprovements Acquisition Land Improvements T
Innsbrook Office Center
Markel American 9 $ 585 $2347 $ 81 $ 585 $ 2428 $
Proctor-Silex 9) 1,086 4,344 -- 1,086 4,344
Vantage Place | $ - 235 940 1 235 941
Vantage Place Il -- 203 811 2 203 813
Vantage Place Il -- 218 873 2 218 875
Vantage Place IV -- 233 931 2 233 933
Vantage Point 4,493 1,089 4,354 51 1,089 4,405
Innsbrook Tech | 1,181 264 1,058 -- 264 1,058
DEQ Technology Center -- 541 2,166 -- 541 2,166
DEQ Office -- 1,324 5,305 -- 1,324 5,305
Technology Park
Virginia Center - 1,438 5,858 - 1,438 5,858
Development Projects
Global Software - 465 - 58 465 58
MSA - 717 - 9 717 9
Healthsource - 1,294 - 1 1,294 1
Highwoods Health Club - 142 555 - 142 555
Regency One - 554 -- -- 554 --
Development Land
Capital Center - 851 - - 851 -
Creekstone Park -- 1,255 - (453) 10) 802 -
Highwoods Office Center
North - 1,555 49 (450) 11) 1,105 49
Highwoods Office Center
South - 2,518 - -- 2,518 -
Research Commons - 1,349 - - 1,349 --
Airpark East - 1,932 - - 1.932 --
Airpark North -- 804 - -- 804 -
NationsFord Business
Park - 1,206 - -- 1,206 -
West Point Business Park -- 1,759 - - 1,759 --

Airport Center Drive 1,600 1,600
$41,798 $ 107,642

Cost  Gross Amount at Which
Capitalized Carried at Close of
a | Cost Subsequent Period
Building & to Building &

1,600 -

Date of Date

Description Construction Acquired
Innsbrook Office Center
Markel American 1988 1995
Proctor-Silex 1986 1995
Vantage Place | 1987 1995
Vantage Place Il 1987 1995
Vantage Place Il 1988 1995
Vantage Place IV 1988 1995
Vantage Point 1990 1995
Innsbrook Tech | 1991 1995
DEQ Technology Center 1991 1995
DEQ Office 1991 1995
Technology Park
Virginia Center 1985 1994
Development Projects
Global Software N/A
MSA N/A N/A
Healthsource N/A N/A
Highwoods Health Club N/A N/A
Regency One N/A N/A
Development Land
Capital Center N/A 1995
Creekstone Park N/A 1994
Highwoods Office Center
North N/A 1994
Highwoods Office Center
South N/A 1994
Research Commons N/A 1995
Airpark East N/A 1995
Airpark North N/A 1995
NationsFord Business
Park N/A 1995
West Point Business Park N/A 1995
Airport Center Drive N/A 1995
N/A N/A

(1) Depreciation is computed using economic livaegging from 5 to 40 years.
(2) These assets are pledged as collateral foB&y©®0,000 credit facility.

(3) These assets are pledged as collateral fol 8%8,000 first mortgage loan.
(4) These assets are pledged as collateral fod 282,000 first mortgage loan.
(5) These assets are pledged as collateral fo® £%4,000 first mortgage loan.
(6) These assets are pledged as collateral foBAt3$,000 first mortgage loan.
(7) These assets are pledged as collateral foR 62,000 first mortgage loan.
(8) These assets are pledged as collateral fofg&$®00 first mortgage loan.
(9) These assets are pledged as collateral fora®@$000 first mortgage loa

$449,766 $41,128 $ 106,955 $491,581 $5

Accumulated
otal Depreciation (1)

3,013
5,430
1,176
1,016
1,093
1,166
5,494
1,322
2,707
6,629

7,296

523
726
1,295
697
554

851
802

1,154

2,518
1,349
1,932

804

1,206
1,759
1,600

98,536 12)

$ 34
50
7
6
6
7

$21,452



(10) Reflects land transferred to the Willow Oalkparty.
(11) Reflects land transferred to the Global Pryper
(12) The aggregate cost for federal income tax qaap was approximately $509,000,000.
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HIGHWOODS/FORSYTH LIMITED PARTNERSHIP

NOTE TO SCHEDULE Il
(in thousands)

As of December 31, 1995 and 1994

A summary of activity for real estate and accunedadepreciation is as follows:

Decemb
1995
Real Estate:
Balance at beginning of year.......ccccccceeeees. e $ 218,6
Additions:
Acquisitions and development.................. 365,1
Improvements..........ccccoevvvienne 16,8
Cost of real estate sold . (2,0
Balance at close of year ().......cccccceeevennne $ 598,5
Accumulated Depreciation:
Balance at beginning of year.................... $ 11,0
Depreciation expense..........ccccovcveveeennnes 10,4
Real estate sold........... (
Balance at close of year (b)........ccccccee.... $ 21,4

(a) Reconciliation of total cost to balance shesgition at December 31, 1995 and 1994 (in thousands)

1995
Total per schedule Il $598,5
Construction in progress exclusive
of land of $3,172 included in
Schedule I 15,5
Furniture, fixtures and equipment 1,2
Total real estate assets at cost $615,3

er 31,
1994

99 $61,656

30 154,946
06 2,097
99) -

36 $218,699

03 $ 8,679
83 2324
34) -

52 $11,003

1994
36 $218,699

88 967
32 $219,666

(b) Reconciliation of total accumulated depreciatio balance sheet caption at December 31, 1993894l (in thousands):

199
Total per schedule Il $21,
Accumulated depreciation -- furniture, fixtures and equipment
Total accumulated depreciation $22,
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REPORT OF INDEPENDENT AUDITORS

BOARD OF DIRECTORS AND STOCKHOLDERS

HIGHWOODS PROPERTIES, INC.

We have audited the accompanying combined baldrest ©f the Highwoods Group as of December 31, 1888 the related combined
statements of operations, owners' deficit, and flagls for the period from January 1, 1994 to JuBe1994 and for the year ended Decer
31, 1993. Our audits also included the financialeshent schedule listed in the Index. These firgustatements and schedule are the
responsibility of the Highwoods Group's managem@uit. responsibility is to express an opinion onfthancial statements and schedule
based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢combined financial position of the
Highwoods Group at December 31, 1993, and the auedhiesults of operations and cash flows for thimgdrom January 1, 1994 to June
13, 1994 and for the year ended December 31, I968rformity with generally accepted accountingngiples. Also, in our opinion, the
related financial statement schedule, when consitlier relation to the basic financial statemerkeiiaas a whole, presents fairly in all
material respects the information set forth therein

ERNST & YOUNG LLP

Raleigh, North Carolina

January 10, 1995
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HIGHWOODS GROUP
COMBINED BALANCE SHEET

Decem ber 31, 1993
Assets
Rental properties, at cost:
Land.....ooooiiiiiieiiee e $ 9,488,616
Buildings and improvements. 5 0,141,219
Equipment......ccccveeeeiiiiiiiiiieeees 924,782
6 0,554,617
Less accumulated depreciation.........ccceeeeees e ( 8,649,712)
Rental property, net................. 5 1,904,905
Cash and cash equivalents.............ccccccee..... 865,647
Restricted cash.........ccccceeviiieiiiniiennnn 928,773
Rents and other receivables from tenants (net of al lowance of $20,000 in
December 1993) ... e 1,314,983
Accounts receivable from related parties............ 156,942
Accrued straight line rents receivable . 1,624,535
Deferred offering costs and prepaids............... 180,604
Other assets:
Deferred lease fees and [0an COSES............... . e 2,838,182
Less accumulated amortization..........cceeeeee. e ( 1,136,059)
1,702,123
TOtal @SSELS.iiiiieiivii e e $5 8,678,512
Liabilities and owners' deficit
Mortgages and notes payable including $159,362 to r elated parties at
December 31, 1993.......ccccoiiiieeeiniieenn. $6 4,346,580
Accrued expenses and accounts payable.............. 2,226,879
Accounts payable to related parties................ 81,833
Total liabilities... 6 6,655,292
Owners' defiCit.......coeeiiiiiieiiiiiieces ( 7,976,780)
Commitments (Notes 3 and 6).............ccceeueeees
Total liabilities and owners' deficit.............. $5 8,678,512

See accompanying notes.
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HIGHWOODS GROUP

COMBINED STATEMENTS OF OPERATIONS

Revenue:
Rental income.........ccccoeeveveiiiiiiiiinns
Leasing, development and construction income.....
Other iNCoOMe.......uvvvvveieeieeeeieiieceas
Total revenue........ccccvvveveeveieeeeeeeeeee,
Expenses:
Property operating eXpenses.............cc..cuv..

Leasing, development and construction expenses...

INterest.......cccciiiie
Depreciation and amortization....................
Marketing, general and administrative............
Total eXPenSes.........ccevvuveieeiiiiieeeenis
Net income (I0SS).....cccovvuveeeeiiiiiienenninnen.

See accompanying notes.

January 1, 1994
to
June 13, 1994 Dec

$ 4,953,444
1,267,725
427,300
6,648,469

2,246,830
349,677
2,472,609
834,622
280,777
6,184,515
$ 463,954
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Year ended
ember 31, 1993

$ 8,983,623
3,721,407
745,173

13,450,203

4,398,186
1,849,778
5,184,781
1,583,314
589,257
13,605,316
$ (155,113)



HIGHWOODS GROUP
COMBINED STATEMENTS OF OWNERS' DEFICIT

Owners'
Deficit
Balance at December 31, 1992..........cccccceueees (7,823,410)
Owners' distributions (1,043,944)
Owners' contributions............ccccccoeneee. 1,045,687
Net loss for the year ended December 31, 1993.... (155,113)
Balance at December 31, 1993..........cccccevinees (7,976,780)
Owners' distributions...........ccceeecveeenne (1,759,220)
Net income for the period from January 1, 1994 to June 13, 1994......veviiiiiiiiiiis 463,954
Balance at June 13, 1994 .......ccccvievvieeciecs s $(9,272,046)

See accompanying notes.
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HIGHWOODS GROUP
COMBINED STATEMENTS OF CASH FLOWS

January 1, 1994

Operating activities

to

June 13, 1994 Dec

Year ended
ember 31, 1993

Netincome (I0SS).....ccvvevvveiiiieiiieeeees e $ 463,954 $ (155,113)
Adjustments to reconcile net income (loss) to net ¢ ash provided by operating
activities:
Depreciation and amortization...........ccceeeee. s 834,622 1,583,314
Changes in operating assets and liabilities:
Rents and other receivables from tenants....... 1,100,324 (608,301)
Deferred lease fees and loan costs............. 26,150 (332,458)
Accounts receivable from related parties....... 42,620
Deferred offering costs and prepaids........... (155,055)
Tenant security deposits.............ccceveee. (5,660)
Accrued straight line rents receivable......... (267,102)
Accrued expenses and accounts payable.......... 1,198,327
Accounts payable to related parties............ (115,914)
Net cash provided by operating activities.......... 1,184,658
Investing activities
Changes inrestricted Cash........ccccccceeeeeeeee. e 834,717 (466,228)
Purchases of, and improvements to, rental propertie LS (346,978) (6,284,966)
Net cash provided by (used in) investing activities 487,739 (6,751,194)
Financing activities
Proceeds from bOrrowingsS.......cocccveevnccceeees e - 4,918,424
Principal payments on notes payable................ (398,724) (851,188)
Distributions to partners............ccccoeeeueeee (1,759,220) (1,043,944)
Capital contributions from partners................ - 1,045,687
Net cash (used in) provided by financing activities (2,157,944) 4,068,979
Net increase (decrease) in cash and cash equivalent 1,128,709 (1,497,557)
Cash and cash equivalents at beginning of year..... 865,647 2,363,204
Cash and cash equivalents at end of year........... $ 1,994,356 $ 865,647
Supplemental disclosures of cash flow information
Cash paid during the year for interest (net of inte rest capitalized of $-0- and
$15,772, for the period from January 1, 1994 to J une 13, 1994 and for the
year ended December 31, 1993, respectively)...... . $ 2,410,237 $ 5,098,233

See accompanying notes.
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HIGHWOODS GROUP
NOTES TO COMBINED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNNG POLICIES

Description of Business The predecessor to Highwdtidperties, Inc. ("the Company") and Highwoodss¥ih Limited Partnership (the
"Operating Partnership”) (the "Highwoods Group")svemgaged in the ownership, management, operémsing and development of
commercial real estate properties. The Highwoodsiowned and operated 14 buildings located irRigearch Triangle Park region of
North Carolina

Principles of Combination

The Highwoods Group was not a legal entity buteathcombination of commercial real estate propettat were organized as general
partnerships and were under common control, araffdiated real estate management company, the wiglls Properties Company
("HPC"). HPC provided property management serviodbe properties. All significant intercompanyrisactions and balances were
eliminated in the combination.

As discussed in Note 6, on June 14, 1994, the Higlolw Group transferred its properties and propeegagement operation to the Opera
Partnership.

Rental Property

Rental properties were recorded at cost less adebesudepreciation. All capitalizable costs relai@the improvement or replacement of
commercial real estate properties were capitalidereciation was computed by the straight-linehoétover the estimated useful life of 40
years for buildings and improvements and five teeseyears for furniture and equipment. Tenant impnoents were amortized over the
of the respective leases, using the straight-lieéhod.

Cash Equivalents

The Highwoods Group considered highly liquid inmeshts with a maturity of three months or less wherchased to be cash equivalents.
Revenue Recognition

Minimum rental income was recognized on a stralgig-basis over the term of the lease, and dueuapdid rents were included in rents and
other receivables from tenants in the accomparlyalgnce sheet. Certain lease agreements contaioeidipns which provide reimbursem
of real estate taxes, insurance and certain comaremmaintenance (CAM) costs. These additionas neete recorded on the accrual basis.
All rent and other receivables from tenants were filom commercial building tenants located in theperties. Lease fee income was
recognized 50% when the lease was signed and 5084 thle tenant commenced occupancy.

Deferred Lease Fees and Loan Costs

Lease fees and concessions and loan costs wetalizaol at cost and amortized over the life ofrétlated lease or loan.

Other Income

Other income consisted primarily of management {geerated by HPC from providing property managérservices to third parties and
interest income.

Income Taxes

No provision was made for income taxes becausedhmenercial real estate properties were owned byeeships whose partners we
required to include their respective share of pgadr losses in their individual tax returns.
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HIGHWOODS GROUP
NOTES TO COMBINED FINANCIAL STATEMENTS -- (Continue d)

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNNG POLICIES -- Continued HPC elected to be taxed-Ederal and
state income tax purposes as an S-Corporation ymdeisions of the Internal Revenue Code. Consdtyugrtome, losses and credits were
passed through directly to the shareholders, rdkizer taxed at the corporate level. This electias effective as of January 1, 1993.

2. MORTGAGES AND NOTES PAYABLE

Mortgages Payable Conventional mortgages payahie e@nprised of 20 loans at December 31, 1993, ebwelnich was collateralized by a
building and related land included in real estaets. The mortgages payable were generally duweimhly installments of interest and
principal and matured at various dates through 2Dttérest rates on fixed rate mortgages payaldecagting $41,138,812 at December 31,
1993 ranged from 7% to 9.875% (averaging 8.77%eaenber 31, 1993). Interest rates on variablemattgages payable aggregating
$22,720,011 at December 31, 1993 ranged from theemate (6.0% at December 31, 1993) to 1.5% abimw@rime rate.

Unsecured Notes Payable

Unsecured notes payable were comprised of fousslaaecember 31, 1993. The notes payable wereangue in monthly installments
interest and principal and mature at various ddmesigh 2000. Interest rates on fixed rate notgalple aggregating $328,395 at December
31, 1993 ranged from 6% to 11% (averaging 8.31%esember 31, 1993). Interest rates on variablenaties payable aggregating $159,362
(of which all is due to related parties) at Decenfe 1993 ranged from the prime rate (6.0% at Bassr 31, 1993) to 1.5% above the prime
rate.

Combined aggregate principal maturities of mortgeayad notes payable at December 31, 1993 werdlawgo

1994 e e, $18,435,354
1995 e e, 1,132,936
1996 e 782,363
1997 i ———— e, 846,760
1998 e 8,350,738
Thereafter......ccoovvviiveiiieeees 34,798,429
$64,346,580

All of the properties were pledged as collateraltfee mortgages payable. In connection with theprement of mortgages on completed
buildings, the lenders required a holdback of diporof the loan proceeds to provide for tenantifis in the buildings. These proceeds were
then drawn as fit-up expenses are incurred. Sukthbdazk amounts are included in restricted cagherconsolidated balance sheet. (1993 --
$928,773).
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HIGHWOODS GROUP
NOTES TO COMBINED FINANCIAL STATEMENTS -- (Continue d)

3. LEASES The Highwoods Group leased automobiled,cdfice space under various operating leasesl Temt expense for these leases
$69,900 and $148,000 for the period from Januaf®®4 to June 13, 1994 and for the year ended Disee®1, 1993, respectively.

4. MANAGEMENT COMPENSATION PROGRAM In 1989, HPC gated two bonus plans for four members of managenidset first plan
provided for approximately 15.5% of the net incoofiélPC for each fiscal year to be divided amongrttanagers, based on performance,
paid in the first quarter following the end of thecal year. The second plan provided that 25%lIgirafits of HPC in excess of $700,000 for
each fiscal year be contributed to a pool for #mae four members of management, based on estabjigheentages. Amounts contributed
under the plan were paid to the employees rataldy a three-year period. These bonuses were dmtaey and approved by the partners
annually. Compensation expense related to the bplanswas $212,060 for the year ended Decembet@3. There was no expense
incurred for the period from January 1, througheJuii, 1994.

5. RENTAL INCOME The Highwoods Group's developedyarty is being leased to tenants under operagiagsgels that expire over the next
ten years. The minimum rental amounts under theekeare either subject to scheduled fixed increasagjustments based on the Consumer
Price Index. Generally, the leases also requirethigatenants reimburse the Highwoods Group fareiases in certain costs above their base

year costs. Expected future minimum rents to beived over the next five years and thereafter frelated party and other tenants for lez
in effect at December 31, 1993 are as follows:

Related Other

Party Tenants Total
$78,589 $9,371,140 $9 449,729
78,589 8,943,983 9 ,022,572
78,589 7,684,132 7 762,721
6,549 6,223,503 6 ,230,052
5,149,191 5 ,149,191
.................. - 10,335,729 10 ,335,729
$242,316 $47,707,678 $47 ,949,994

Two major tenants represented 11% and 10% of thawibods Group's total rental income for the yeaednDecember 31, 1993.

6. RELATED PARTY TRANSACTIONS There were severakmess relationships with related parties whicloined management, leasing
and maintenance fees for buildings, as well asmtdmg money in the ordinary course of businesghercentities whose principal owners
were partners in HPC. Total fees received fromteel@arties for the period from January 1, 1994utoe 13, 1994 and for the year ended
December 31, 1993 were $10,989 and $494,000, ridsplgc Other related party transactions includ@deasing fees paid to an affiliated
business of $2,267 and $12,100, for the period flarmmuary 1, 1994 to June 13, 1994 and during 1@3Bectively, (ii) partners' management
fees of $-0- for the period from January 1, 1994une 13, 1994 and $30,000 in 1993 and (jii) reid o an affiliated business of $9,900 and
$34,000 for the period from January 1, 1994 to Ii8)e1994 and in 1993, respectively.
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HIGHWOODS GROUP
NOTES TO COMBINED FINANCIAL STATEMENTS -- (Continue d)

6. RELATED PARTY TRANSACTIONS -- Continued The amrmiwf land purchased from related parties for tbaryended December 31,
1993 was $142,284.

7. SUBSEQUENT EVENT On June 14, 1994, the HighwoBdsup transferred all of its assets and liab#itie the Operating Partnership in
connection with the Company's initial public offegiof common stock.
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HIGHWOODS GROUP
SCHEDULE Il -- REAL ESTATE AND ACCUMULATED DEPRECI ATION
December 31, 1993

Cost Capitalized Gross Amount at W hich
Subsequent to Carried at Clos e of
Initial Cost Acquisition Period
Buildings & Buildings & Buildi ngs &
Description Encumbrance Land  Improvemen ts Land Improvements Land Improv ements Total (A)
Blue Ridge
Il $1,686,036 $ 433,556 - - - $1,323,291 $ 433,556 $1,32 3,291 $ 1,756,847
Cape
Fear/Catawba 3,010,488 256,322 - - -- 3,258,258 256,322 3,25 8,258 3,514,580
CompuChem 7,220,423 268,866 - - - 6,097,552 268,866 6,09 7,552 6,366,418
Expressway
One 1,794,970 241,583 - - - 1,724,973 241,583 1,72 4,973 1,966,556
Hawthorn 5,035,976 904,437 - - -- 3,767,097 904,437 3,76 7,097 4,671,534
Highwoods
North 1,851,720 1,554,732 - - -- 48,892 1,554,732 4 8,892 1,603,624
Highwoods
South 4,057,240 2,746,136 - - $(249,225) - 2,496,911 - 2,496,911
Highwoods
Tower 17,000,000 203,419 - - -- 16,574,375 203,419 16,57 4375 16,777,794
Ironwood/
Leatherwood 2,802,433 531,609 $2,126,43 5 - 68,611 531,609 2,19 5,046 2,726,655
Kaiser 5,035,976 133,126 - - - 3,564,301 133,126 3,56 4,301 3,697,427
Rexwoods Il 1,599,416 354,735 - - - 1,773,567 354,735 1,77 3,567 2,128,302
Rexwoods IIl 3,572,377 885,598 - - -- 2,709,598 885,598 2,70 9,598 3,595,196
Rexwoods
Center 4,452,026 775,408 - - - 3,243,234 775,408 3,24 3,234 4,018,642
Riverbirch 4,739,742 448,314 - - - 3,861,035 448,314 3,86 1,035 4,309,349
$63,858,823 $9,737,841 $2,126,43 5 $(249,225) $48,014,784 $9,488,616 $50,14 1,219 $59,629,835
Life o n
Which
Accumulated Date of  Deprecia tion
Description Depreciation Construction is Compu ted
Blue Ridge
Il $ 262,871 1988 5-40 yr S.
Cape
Fear/Catawba 1,660,012 1980 5-40 yr S.
CompuChem 1,402,874 1980 5-40 yr S.
Expressway
One 156,031 1990 5-40 yr S.
Hawthorn 1,298,151 1987 5-40 yr S.
Highwoods
North 7,566 1983 5-40 yr S.
Highwoods
South -- 1983 N /A
Highwoods
Tower 1,181,907 1991 5-40 yr S.
Ironwood/
Leatherwood 8,355 (B) 5-40 yr S.
Kaiser 798,539 1988 5-40 yr S.
Rexwoods Il 9,615 1993 5-40 yr S.
Rexwoods Ill 188,277 1992 5-40 yr S.
Rexwoods
Center 468,538 1990 5-40 yr S.
Riverbirch 597,156 1987 5-40 yr S.
$8,039,892

(A) The aggregate cost for Federal Income Tax psgpavas approximately $59,629,835.
(B) The property was acquired in 1993.
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HIGHWOODS GROUP
SCHEDULE Il -- REAL ESTATE AND ACCUMULATED DEPRECI ATION (CONTINUED)
June 13, 1994

The changes in the Highwoods Group for the peniothfJanuary 1, 1994 to June 13, 1994 and for the greded December 31, 1993 are as
follows:

Period from
January 1, 1994 to

June 13, 1994 1993
Real estate balance at beginning of period.......... $ 59,629,835 $ 53,478,294
Properties developed (1)....ccccceveeeeeveeeeneeee e -- 2,128,302
Properties acquired........ccooovevernccices e - 2,658,044
IMPrOVEMENTS. ..oiiiiiiiiiiieiieieseieee e 2,025,410 1,365,195
DISPOSAIS...ccviiiiiiiiiiiiii s e -- --
Balance at end of period.........cccccovveeeeeee. e $ 61,655,245 $ 59,629,835

(1) Land was acquired from related parties for $282 in 1993. The changes in accumulated depreni&ti the period from January 1, 1994
to June 13, 1994 and for the year ended Decemhd93B are as follows:

Period from
January 1, 1994 to
June 13, 1994 1993
Balance at beginning of period..........cccc.cc.c.. . $8,039,892 $ 6,852,176
Depreciation for period........ccccoovveceeees s 639,541 1,187,716
DiSPOSAIS....uvviiiiiiiiiiiiee e s -- --
Balance at end of period.........cccccevveeveeee. e $8,679,433 $ 8,039,892



SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating information for the Operating Parthgras of December 31, 1995 and 1994
the year ended December 31, 1995, and for thep&om June 14, 1994 (commencement of operatianBecember 31, 1994. The
following table also sets forth selected finaneiatl operating information on a historical basistfer Highwoods Group (the predecessor to
the Operating Partnership) as of and for eachey#ars in the thregear period ended December 31, 1993, and for thiechffom January 1
1994 to June 13, 1994.

Due to the impact of the initial formation of th@&ating Partnership and the initial public offgrin 1994, the second and third offerings in
1995 and the transactions more fully describedMarfagement's Discussion and Analysis -- OverviewBackground,” the historical results
of operations for the years ended December 31,,19882, 1993 and 1994 will not be comparable toctiveent results of operations.

The Operating Partnership and the Highwoods Group

Operating Part

Three Months Year
Ended March 31, Decemb
1996 1995 19

(do

nership
Highwoods
Ended June 14,1994  January 1,
er 31, to December 31, 1994 to June 13 Year
95 1994 1994 1993
llars in thousands, except per unit amounts)

Group

Ended December 31,
1992 1991

Operating Data:

Total revenues..... $ 23,757 12,846 $ 7 3,622 $ 19,442 $ 6,648 $13,45
Rental property

operating

expenses......... 6,154(1) 3,053(1) 17,049(1) 5,110(1) 2,596(2) 6,24
General and

administrative... 934 523 2,737 810 280 58
Interest expense... 3,951 2,470 1 3,720 3,220 2,473 5,18
Depreciation and

amortization..... 3,716 1,921 1 1,082 2,607 835 1,58 3 1431 1,135
Income (loss)

before

extraordinary

item............ 9,002 4,879 2 8,934 7,695 464 (15 5) (239) (426)
Extraordinary item-

loss on

retirement of

debt............ - 1,068 1,068 1,422 - - - - -

0 $12,532 $9,774

8(2) 5,587(2) 4,467(2)

694 690

9
5 5,059 3,908

(loss)........... 9,002 3,811 2 7,866 6,273 464 (15 5) (239) (426)
Net income per

unit:

General

partner........ 0.39 0.28 1.49 0.63 -- - - -- --
Limited

partners....... 0.39 0.28 1.49
Weighted average

units

outstanding:

General

partner........ 231 134 187 100 -- - - -- --
Limited

partners....... 22,908 13,284 1 8,510 9,891 -- - - -- --
Total.............. 23,139 13,418 1 8,697 9,991 -- - - -- --
Balance Sheet Data:

Rental properties

net of

accumulated

depreciation... 602,276 429,556 59 3,066 207,976 - 51,59
Total assets..... 632,644 455,909 62 1,134 224,777 - 58,67
Mortgages and

notes

payable........ 196,718 140,698 18 2,736 66,864 - 64,34 7 60,279 56,455
Distribution

declared per

unit........... 0.45 0.425 1.75 .50 N/A N/ A N/A N/A
Other Data:
Number of

in-service

properties....... 191 108 191 44 14 1 4 13 13
Total rentable

square feet...... 9,211,171 6,914,000 9,21 5,171 2,746,219 816,690 816,69 0 794,174 794,174

46,626 44,554
53,688 48,647

© o

(1) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andtemaince, property management, security
and utilities.

(2) Rental property operating expenses includeisalareal estate taxes, insurance, repairs andt@maince, property management, security,
utilities, leasing, development, and constructinpesmses.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

Overview and Background

The Highwoods Group (the predecessor to the CompadyOperating Partnership) was comprised of liBeffroperties and one warehouse
facility (the "Highwoods-Owned Properties"), 94 exiof development land and the management, develupend leasing business of
Highwoods Properties Company ("HPC"). On June 98941 following completion of the Company's initalblic offering of 8,510,000 shal
of Common Stock at a price of $21.00 per shareQjperating Partnership, through a business conibmatvolving entities under varying
common ownership, succeeded to the Highwoods-Owneplerties, HPC's real estate business and 274auddibffice properties owned by
unaffiliated parties (such combination being refdrto as the "Formation Transaction"). The Opegaflartnership acquired three additional
Properties in 1994 after the Formation Transaction.

During the year ended December 31, 1995, the GpgrBartnership acquired 144 Properties encompags8b7,000 square feet at a initial
cost of $369,900,000. The following table summarittee mergers and acquisitions completed duringehe ended December 31, 1995
(dollars in thousands):

Number of Rentable Initial

Property Location Properties  Square Feet Cost
Forsyth Transaction Piedmont Triad/Charlotte 57 3,630,565  $169,900
Richmond Expansion  Richmond 10 362,844 28,700
Research Commons Research Triangle 6 539,310 60,000
Creekstone Crossing Research Triangle 1 59,299 4,500
Bissell Portfolio ~ Piedmont Triad/Charlotte 56 920,283 36,900
Hock Portfolio Research Triangle 5 274,604 21,200
Six Forks | & Il Research Triangle 2 89,470 8,800
Cotton Research Triangle 1 40,035 2,400
Parkway Plaza Charlotte 6 440,134 37,500

Total 144 6,356,544  $369,900

The combined financial statements of the HighwaBdsup for the period from January 1, 1994 to Ju€l994 and for the year ended
December 31, 1993, include the accounts of the gemnant, leasing and development operations of HRGle partnerships that owned 14
buildings and two parcels of development land. Righwoods Group's financial statements have beesemted on a combined basis beci
of the affiliated general partners and common manmamnt of the Highwoods-Owned Properties. Givereffect of the acquisitions discussed
above, the results of the Highwoods Group for ool from January 1, 1994 to June 13, 1994, anthioyear ended December 31, 1993,
are not comparable to the current operations oOgherating Partnership.

This information should be read in conjunction witle accompanying financial statements and théegiaotes thereto.

The pro forma operating data for the year endeceBéer 31, 1994 assumes completion of the InitiliP®ffering and the Formation
Transaction as of January 1, 1994. See Note 1 'firgton and Formation of the Company." Result®pérations

Three Months Ended March 31, 1996

Revenue from rental operations increased $10,602@®4%, from $12,693,000 in 1995 to $23,385,0D996. 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 propedieompassing 6.5 million square feet were aduléuket portfolio in 1995. Same property
(the 44 properties owned on January 1, 1995) reaeremained constant for the three months ended
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March 31, 1996 compared to the same three month83H, as expected vacancies in two of the Opegr&tartnership properties offset a two
percent increase in the revenues of the other d@epties.

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 thanuwbiage rate per square foot on the expired leastesest and other income increased
$219,000 from $153,000 in 1995 to $372,000 forgbharter in 1996. The increase is related to areas® in cash available for investment for
the quarter ended March 31, 1996.

Rental operating expenses increased $3,101,000286 1from $3,053,000 in 1995 to $6,154,000 in 199 increase is a result of the
additional properties acquired in 1995. Rental afjeg expenses as a percent of related rental vegancreased from 24.1% in 1995 to
26.3% in 1996. Additional expenses relating to smemoval and the severe winter weather in 1996ribnrted to the higher operating
expenses.

Depreciation and amortization for the three moethded March 31, 1996 and 1995 was $3,716,000 a8@B000, respectively. The
increase of $1,795,002, or 93%, is due to an iseré@depreciable assets. Interest expense incr&asé81,000, or 60%, from $2,470,000 in
1995 to $3,951,000 in 1996. The increase is attiltde to the increase in outstanding debt relaig¢te Operating Partnership's acquisition
activities. Interest expense for the three monttied March 31, 1996 and 1995 included $409,000540d,000, respectively, of amortizat

of non-cash deferred financing costs and of thésam$ated to the Company's interest rate prote@greement. Interest expense for the 1995
period reflected a benefit of $385,000 as a reffutie Operating Partnership's interest rate ptime@greements. General and administrative
expenses decreased from 4.1% of rental revenu@9ii tb 4.0% in 1996. This decrease is attributedkconomies of scale associated with
the growth in the size of the portfolio.

Net income before extraordinary item equaled $9@02 and $4,899,000 for the th-month periods ended March 31, 1996 and 1995,
respectively. Comparison of the Operating Partniprs895 to the Operating Partnership Pro Forma 1994

For the year ended December 31, 1995 total revenesscomprised of $71,217,000 of rental revenues$2,305,000 of interest and other
income. For the year ended December 31, 1994 pnoaftotal revenues included $33,626,000 of rerta¢mues, $200,000 in distributions
from Highwoods Services, Inc. and $456,000 of edgéincome.

The $37,591,000 increase in rental income fromfpnma 1994 to 1995 was primarily attributable te thntal revenue derived from
properties acquired during 1995. Revenues fronOerating Partnership's initial portfolio of 41 pesties increased by 2.1% over the
comparable 1994 period. Vacancies in Smoketree Tang Cape Fear partially offset rental rate ineesaand occupancy gains in other
properties.

The increase in interest income from $465,000 infprma 1994 to $2,305,000 in 1995 was due primaoilthe increase in short-term
investments during the three-month period followting Company's public offering of common stock img@ist 1995.

Rental property expenses represented 23.9% ofl rewenues in 1995 compared to 28.8% for pro foli®@4. The decline in this ratio was a
result of increased operating efficiencies andaithdition of revenues from industrial propertied 895. Industrial properties are generally
leased on a "triple net" basis with the tenant pgugll operating costs.

General and administrative expenses increased$ig&84,000 or 3.3% of total revenues for pro fofr84 to $2,737,000 or 3.7% of total
revenues for 1995. The increase in general andraskngtive expenses was a result of the growthefQperating Partnership's operations
the Piedmont Triad and Richmond.

Interest expense increased from $5,604,000 fofgeroa 1994 to $13,720,000 for 1995. The increasetarest expense was a result of an
increased debt level during 1995 compared to 183& Operating Partnership financed a portiosoaf995 acquisition activity through the
use of debt financing.
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Depreciation and amortization expense increased $4,638,000 for pro forma 1994 to $11,082,000L&85. The increase in depreciation
and amortization expense reflects the increaseahestate assets during 1995.

Net income before extraordinary item equaled $28@®0 or $1.55 per Unit for 1995 compared to $13,220 or $1.47 per Unit for pi

forma 1994.

In connection with the repayment of indebtednesktha write-off of loan origination fees, the Operg Partnership recorded extraordinary
items of ($1,068,000) and ($1,422,000) in 1995 H9@U, respectively. The amount recorded in 199dltexs primarily from the repayment of
indebtedness related to the Forsyth Transaction.

Comparison of the Operating Partnership Pro Foré® 1o the Highwoods Group for the Year Ended Ddxmm31, 1993

For 1994, total revenue on a pro forma basis wds282,000 compared to historical revenues of $1B0M® for the Highwoods Group for 1
same period of 1993. The net increase is primattlyjbuted to the addition of 27 additional offigmperties in connection with the initial
public offering and increased occupancy of the Migbds Group offset by the decrease in non-rent@mee (leasing, development and
construction) due to the Operating Partnership aiiog for its interest in Highwoods Realty Sergcinc. and Highwoods Leasing Comp:
(the predecessors to Highwoods Services, Inc.)ruhéecost method of accounting. Accordingly, graforma basis, total revenues will
include only the distributions from such subsidiari

For 1994, rental property operating expenses $&#4177,000 and equaled 28.8% of rental revenuesprn forma basis compared to
$4,398,186 and 48.9% of rental revenues for thénhapds Group on a historical basis for the samegeaf 1993. This decrease from
historical to pro forma, as a percentage of rematnues, is due primarily to the operations offtuperties of the Operating Partnership on a
combined, self-managed basis as compared to separéties historically. Major components of them@se in rental operating expenses as &
percentage of rental revenues can be attributdtetprovision of management and leasing servicesniiployees of the Operating Partnership
for which fees were paid historically.

For 1994 general and administrative expenses etj$4dld 34,000 or 3.3% of total revenues on a prmé&basis compared to $589,000 or
4.4% of total revenues for 1993. Increased opegadfficiencies in 1994 generated the decreaseriergéand administrative expenses as a
percentage of revenues.

For 1994, interest expense totaled $5,604,000 gudled 16.3% of total revenues on a pro forma hlmmigpared to $5,185,000 and 38.6% of
total revenues on a historical basis for the HigbagoGroup for the same period of 1993. This deer&asn historical to pro forma, as a
percentage of total revenues, is due primarihheo®@perating Partnership's reduced leverage asuli of the reduction of debt using proceeds
from the initial public offering.

The increase in depreciation expense from $1,58%@0the Highwoods Group for 1993 to $4,638,000p@ forma 1994 was due to the
increase in real estate assets during 1994 aspghamtng Partnership increased its portfolio frofrptoperties to 44 properties.

For 1994, net income before minority interest wowéde been $13,229,000 on a pro forma basis comhpailoss of ($155,000) on a
historical basis for the Highwoods Group for thenegoeriod of 1993. Lower interest expense combiniéuthe operating efficiencies gained
from operating the properties on a combined basistlae increased revenues of the Operating Pahipergre the primary reasons for the
increase in net income before minority intereshfithe historical periods to the same periods orodgyma basis. Liquidity and Capital
Resources

Statement of Cash Flows

The Operating Partnership generated $11,445,008sh flow from operating activities and $3,434,@06ash flow from financing activities
for the quarter ended March 31, 1996. The Operating
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Partnership utilized $13.6 million of this cashvito invest in real property assets, primarily depenents in process. Capitalization

The Operating Partnership's total indebtednessaativi31, 1996 totaled $196,718,000 and was contpais821,500,000 outstanding under
the Company's current $140,000,000 unsecured deaglity (the "Credit Facility"), $134,300,000 obnventional fixed rate mortgage
indebtedness with an average rate of 9.0%, $3%)90@Qutstanding under variable rate mortgagesksksv for a discussion of interest rate
protection agreements) and a 9% $5,000,000 unstoote.

Based on the Company's total market capitalizasfddB41.7 million at March 31, 1996 (at the Mardh 3996 stock price of $27.88 and
including the conversion of the 3,732,000 unitsnirfiority interest in the Operating Partnershipg @ompany's debt represented
approximately 23% of its total market capitalizatio

In March 1996, the Operating Partnership closether$140 million Credit Facility, which replacedt@perating Partnership's previous $80
million line. The new facility is with NationsBankijrst Union National Bank of North Carolina, anda@tiovia Bank of North Carolina. The
Credit Facility requires monthly payments of intgrenly, with the balance of all principal and asmt but unpaid interest due on September
30, 1999. The initial interest rate on the facilgy.IBOR +1.5% and will adjust based on the OpagaPartnership's senior unsecured credit
rating to a range of LIBOR +1.0% to LIBOR +1.50%bgect to the interest rate protection agreemestriteed below. At March 31, 1996,
one-month LIBOR was 5.4%. (See "Pending Acquisitbrocker Realty Trust, Inc." below for proposeddit facility modifications.) To
protect the Operating Partnership from increasésté@rest expense due to changes in the variatdaha Operating Partnership: (i) purchased
an interest rate cap limiting its exposure to amaase in interest rates (one-month LIBOR plusldss points) to 7.0% with respect to
$80,000,000 of the $140,000,000 credit facility &jdn connection with the $35,900,000 variabé¢er mortgages, entered into interest rate
swaps, which limit its exposure to an increasd@interest rates to 7.24%. The interest rate lsuah variable rate debt is adjusted at
monthly intervals, subject to the Operating Paghgy's interest rate protection program. Paymesusived from the counterparties under the
interest rate protection agreements were $0 anél,800 for the quarter ended March 31, 1996 and 89@5$385,000 and $25,000 for the
year ended 1995 and the period ended 1994, regplgctihe Operating Partnership is exposed to itelvases in the event of n-
performance by the counterparties under the capwaag arrangements. The counterparties are magmdial institutions and are expectes
fully perform under the agreements. However, ifthere to default on their obligations under theagements, the Operating Partnership
could be required to pay the full rate under itedirr Facility and the variable rate mortgages, @/ench rate were in excess of the rate in the
cap and swap agreements. In addition, the OperBangership may incur other variable rate indefded in the future. Increases in interest
rates on its indebtedness could increase the OpgRartnership's interest expense and could aelyeaffect the Operating Partnership's ¢
flow and its ability to pay expected distributicimsstockholders.

Historically, rental revenue has been the princgmirce of funds to pay operating expenses, deliteeand capital expenditures, excluding
non+ecurring capital expenditures. In addition, comstion management, maintenance, leasing and mamrsgdees have provided source
cash flow. Management believes that the OperatargnBrship will have access to the capital resauneeessary to expand and develop its
business. To the extent that the Operating Pattipsscash flow from operating activities is inscifint to finance its acquisition costs and
other capital expenditures, including developmests, the Operating Partnership expects to financh activities through the Credit Facility
and other debt and equity financing.

The Operating Partnership presently has no plansmé#gor capital improvements to the existing pradipsr other than normal recurring non-
revenue enhancing expenditures. The Operating €tahip expects to meet its short-term liquidityuiegments generally through its working
capital and net cash
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provided by operating activities along with the\poeisly discussed Credit Facility. The Operatingtiership expects to meet certain of its
financing requirements through long-term securatiarsecured borrowings and the issuance of debtises or additional equity securities
of the Operating Partnership. In addition, the @peg Partnership anticipates utilizing the Créditility primarily to fund construction and
development activities. The Operating Partnersbigschot intend to reserve funds to retire existimgtgage indebtedness or indebtedness
under the Credit Facility upon maturity. Instedds Operating Partnership will seek to refinancensiebt at maturity or retire such debt
through the issuance of additional equity or delsusities. The Operating Partnership anticipatasith available cash and cash equivalents
and cash flows from operating activities, togethigh cash available from borrowings and other sesywvill be adequate to meet the capital
and liquidity needs of the Operating Partnershipdth the short and long-term. However, if thesgreses of funds are insufficient or
unavailable, the Operating Partnership's abilitynke the expected distributions discussed beloybeaadversely affected.

Nashville Acquisitior

On April 1, 1996, the Company and the Operatindrieaship completed a transaction with Eakin & Snaitidl its affiliates ("Eakin & Smith")
combining their property portfolios, managementrteand certain business operations. Through théication, the Operating Partnership
succeeded to the ownership of seven suburban difitgings totaling 848,000 square feet, a 103,8@0are-foot suburban office
development project and 18 acres of developmeunt Bakin & Smith's brokerage and property managémgerations were acquired at the
Company level and are not part of the Operatingneeship's operations. All the properties and dgwalent land are located in Nashville,
Tennessee. At March 31, 1996, the properties aedjinr the transaction were 97% leased.

The aggregate purchase price, assuming the completithe in-process development project, was agprately $98.5 million payable
through the issuance of 537,138 limited partnershigs of the Operating Partnership and 489,42teshaf Common Stock, the assumptio
$37 million of indebtedness (with a weighted averfiged rate of 8.0%), and cash payments of apprately $33 million. The Operating
Partnership funded the cash payments with availzdgacity under its New Credit Facility.

Pending Acquisition of Crocker Realty Trust, Ina Bpril 29, 1996, the Company and the Operatingrigaship entered into an Agreement
and Plan of Merger (the "Merger Agreement") witto€leer Realty Trust, Inc. ("Crocker"). Under themsrof the Merger Agreement, Cedar
Acquisition Corporation ("Cedar"), a newly formagbsidiary of the Company, will merge into Crockdthwthe Company becoming the sole
shareholder of Crocker. The Company intends toritarte the shares of common stock of Crocker taQperating Partnership in exchange
for limited partnership interests therein. As aute<Crocker would become a subsidiary of the OfiegaPartnership. As a result of the
Merger, the Operating Partnership will acquire 8Bwsban office properties and 12 service centepgnt@s (the "Crocker Properties") loce
in 15 Southeastern markets in Florida, North CaglBouth Carolina, Tennessee, Georgia, Virginib/Alabama. The Crocker Properties
encompass 5.7 million rentable square feet andaath 31, 1996, were 95% leased.

Under the terms of the Merger Agreement, the Compalh acquire all of the outstanding capital stawfkCrocker in exchange for a cash
payment of $11.02 per share, subject to certainsaaients. Based on Crocker's 26,981,087 sharagsibinding capital stock at May 31,
1996, the purchase price will total approximate?®@® million. In addition, the Company will cash aatrtain existing options and warrants to
purchase Crocker common stock for an estimatedrdilidn and assume approximately $240 million gb€ker's currently outstanding
indebtedness, having a weighted average interesbfa&.6%. In connection with the Merger, the Camphas also entered into a Stock
Purchase Agreement (the "Stock Purchase Agreemeitt)AP CRTI Holdings, L. P. (an affiliate of AdolReal Estate Advisors), AEW
Partners, L.P. (an investment partnership advigetlidirich Eastman Waltch), and Crocker's three aeekecutives (Thomas J. Crocker,
Richard S. Ackerman and Robert E. Onisko), whottagreown approximately 83% of Crocker's outstanaiogmmon stock (collectively, the
"Crocker Selling Shareholders"), which obligatestsshareholders to sell their shares to the Compaaycash price of $11.02, subject to the
same adjustments as required under the Merger Agnete The approximately $247 million purchase patsuch shares is part of the total
approximately $297 million purchase price for dlldyocker's outstanding shares.
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The Merger Agreement and the Stock Purchase Agneiemay be terminated by the respective parties mnégrtain limited circumstances.
In addition, under the terms of the Merger Agreetneertain specified assets and liabilities of &eyowill not be acquired by the Company.
In connection with the Merger, the Company obtaiaedmmitment from NationsBank and First Union Nia#il Bank of North Carolina for
$250 million revolving line of credit (the "Revohg Loan"). The Revolving Loan will replace the Gtdehcility and will be used together
with the proceeds from the Offering to fund the Nt

The Revolving Loan will be unsecured for the fingte months and will bear interest at a rate of@MBplus 150 basis points. After the initial
nine-month period, the Revolving Loan will eitheneert to a secured loan with a maturity date tearg from its closing date or to an
unsecured loan maturing on July 31, 1999. The RéwplLoan will remain unsecured if the Company gates at least $300 million of net
proceeds from equity offerings (including the pred® from this Offering) during the initial nine-ntarperiod and meets certain covenants,
including covenants relating to debt ratios, talegitet worth and interest coverage.

If the Revolving Loan remains unsecured after tigal nine-month period, it would have an interesge that ranged from LIBOR plus 100
basis points to LIBOR plus 175 basis points basethe Company's senior unsecured credit ratintpelioan converts to a secured facility,
the Company will be required to pledge assetsast lequal in value to 60% of the outstanding amofittie Revolving Loan and the interest
rate will equal LIBOR plus 175 basis points.

Funds From Operations and Cash Available for Dugtibns The Operating Partnership considers Fums Operations ("FFO") to be a
useful financial performance measure of the opagaterformance of an equity REIT because, togetifitrnet income and cash flows, FFO
provides investors with an additional basis to eatd the ability of a REIT to incur and service tatd to fund acquisitions and other capital
expenditures. Funds from Operations does not reptegt income or cash flows from operations amddfby GAAP and FFO should not be
considered as an alternative to net income asdicaitor of the Operating Partnership's operatinfppemance or as an alternative to cash
flows as a measure of liquidity. Funds from Operatidoes not measure whether cash flow is suffittefund all of the Operating
Partnership's cash needs including principal amatitin, capital improvements and distributionsttargholders. Funds from Operations does
not represent cash flows from operating, investinfinancing activities as defined by GAAP. FurtheFO as disclosed by other REITs may
not be comparable to the Operating Partnershifsilesion of FFO, 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, pleigreciation and amortization, and after adjustsfar unconsolidated partnerships and
joint ventures. In March 1995, NAREIT issued a ifieaition of the definition of FFO. The clarificath provides that amortization of defen
financing costs and depreciation of non-real estasets are no longer to be added back to net ma@oarriving at FFO. Cash available for
distribution is defined as funds from operatiordueed by non-revenue enhancing capital expendifardsuilding improvements and tenant
improvements and lease commissions related to degameration space.

Funds from operations and cash available for thstions should not be considered as alternativegtincome as an indication of the
Operating Partnership's performance or to cashsflasva measure of liquidity.
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Funds from operations and cash available for thistion for the quarters ended March 31, 1996 argb Ehd for the year ended Decembel
1995 and for the period from June 14, 1994 to Déeer31, 1994 are summarized in the following tgbiehousands):

P eriod From
Quarter Ended Year Ended June 14 to
March 31, December 31, D ecember 31,
1996 1995 1995 1994
Income before extraordinary item................... . ... $9,002 $4,879 $28,934 $ 7,695
Add (deduct):
Depreciation and amortization..........cccc....... L 3,716 1,921 11,082 2,607
Third-party service company cash flow........... ... 150 - - -
Funds from operations before minority interest ... 12,868 6,800 40,016 10,302
Cash Available for Distribution:
Add (deduct):
Rental income from straight-line rents........... ... (400) (267) (1,519) (503)
Amortization of deferred financing costs......... ... 409 404 1,619 738
Non-incremental revenue generating capital expend itures:
Building improvements paid...........cccoeee. . (474)  (128) (1,337) (150)
Second generation tenant improvements paid.... ... (750)  (198) (1,884) (347)
Second generation lease commissions paid...... ... (112)  (158) (1,228) (180)
Cash available for distribution............. ... $11,541 $6,453 $ 35,667 $ 9,860
Weighted average units outstanding.........cc...... . ... 23,139 13,418 18,697 9,991
Dividend payout ratio:
Funds from operations.......cccccccevveeeee. L 80.9% 83.9% 81.8% 89.7%
Cash available from distribution............... .~ ... 90.3%  88.4% 91.7% 93.7%
Inflation

In the last five years, inflation has not had agigant impact on the Operating Partnership beeaifghe relatively low inflation rate in the
Operating Partnership's geographic areas of operadost of the leases require the tenants to Ipeiy pro rata share of operating expenses,
including common area maintenance, real estate t@xe insurance, thereby reducing the Operatiné&ahip's exposure to increases in
operating expenses resulting from inflation. Iniddd, many of the leases are for terms of lesa $&ven years, which may enable the
Operating Partnership to replace existing leas#s méw leases at a higher base if rents on théirxieases are below the then-existing
market rate.
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NO DEALER, SALESPERSON OR OTHER INDIVIDUAL HAS BEENUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY
REPRESENTATIONS NOT CONTAINED OR INCORPORATED BY RERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS IN CONNECTION WITH THE OFRBMADE BY THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS. IF GIVEN OR MADE, SUCH IIRMATION OR REPRESENTATION MUST NOT BE RELIED
UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY OR TH UNDERWRITERS. THIS PROSPECTUS SUPPLEMENT AND
THE ACCOMPANYING PROSPECTUS DO NOT CONSTITUTE AN BER TO SELL, OR A SOLICITATION OF AN OFFER TO BU
THE SHARES IN ANY JURISDICTION WHERE, OR TO ANY PESON TO WHOM, IT IS UNLAWFUL TO MAKE SUCH OFFER OR
SOLICITATION. NEITHER THE DELIVERY OF THIS PROSPEMIS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS
NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY CIRCUNSTANCES, CREATE AN IMPLICATION THAT THERE HAS
NOT BEEN ANY CHANGE IN THE FACTS SET FORTH IN THIBROSPECTUS SUPPLEMENT AND THE ACCOMPANYIN
PROSPECTUS OR IN THE AFFAIRS OF THE COMPANY SINCHHE DATE HEREOF.
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PART Il
SUPPLEMENTAL INFORMATION

ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.

The expenses, other than underwriting discountscantmissions, in connection with the offering of gecurities being registered are set
forth below. All of such expenses are estimatesepikthe Securities Act registration fee.

Securities Act registration fee......ccccceeeeeeee. s $ 344,828
Legal fees and eXpenses.......ccccvvvvvveeveeees e 200,000
Printing fees. ..o e 100,000
Accounting fees and eXpenses......cccceceevvceeee e 100,000
Blue sky fees and eXpenses......ccccccceevevceeees e 15,000
New York Stock Exchange listing fees................ e 80,000
NASD fEES..cciiiiiiiiiiii e e 30,500
Trustee expenses and feesS......cccccvvvvvcce e 15,000
Fees of rating @gencCi€s.......ccocevevvcccces e 100,000
MisSCellanEouUS. ......cccccvvveiiiiieiieee e 14,672
TOTAL o e $ 1,000,000

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

The Company's officers and directors are and wilifdlemnified against certain liabilities in accande with the MGCL, the Articles of
Incorporation and bylaws of the Company and ther&tpey Partnership Agreement. The Articles of Ipaoation require the Company to
indemnify its directors and officers to the fullestent permitted from time to time by the MGCL.€eTMGCL permits a corporation to
indemnify its directors and officers, among othagginst judgments, penalties, fines, settlemerms@asonable expenses actually incurre
them in connection with any proceeding to whichytheay be made a party by reasons of their sermitiease or other capacities unless it is
established that the act or omission of the direztmfficer was material to the matter giving rieehe proceeding and was committed in bad
faith or was the result of active and deliberathdnesty, or the director or officer actually re@eei an improper personal benefit in money,
property or services, or in the case of any criinimaceeding, the director or officer had reasoeaaluse to believe that the act or omission

was unlawful.

The Operating Partnership Agreement also providemtlemnification of the Company and its officaral directors to the same extent
indemnification is provided to officers and direst@f the Company in its Articles of Incorporatiand limits the liability of the Company a
its officers and directors to the Operating Paghgr and its partners to the same extent liabdlftgfficers and directors of the Company to
Company and its stockholders is limited under tben@any's Articles of Incorporation.

Insofar as indemnification for liabilities arisinmpder the Securities Act may be permitted to dines;tofficers or persons controlling the
Company pursuant to the foregoing provisions, thenfany has been informed that in the opinion ofSbeurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and isefoee unenforceable.

ITEM 16. EXHIBITS.

EXHIBIT NO. DESCRIPTION
1.1(1) Form of Underwriting Agreement for De bt Securities
1.2(1) Form of Underwriting Agreement for Co mmon Stock, Preferred Stock and Depositary Shares
4.1(1) Form of Indenture
4.2(2) Form of Designating Amendment relatin g to Preferred Stock

4.3(2) Form of Preferred Stock Certificate

4.4(2) Form of Deposit Agreement

5.1(a)(1) Opinion of Smith Helms Mulliss & Moo re, L.L.P., regarding the legality of the Securitie S
being registered
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EXHIBIT NO. DESCRIPTION

5.1(b) Opinion of Smith Helms Mulliss & Moor e, L.L.P., regarding the legality of shares of Comm on
Stock being offered pursuant to the P rospectus Supplement dated June 17, 1996

5.2(1) Opinion of Piper & Marbury L.L.P.

8 (1) Opinion of Smith Helms Mulliss & Moor e, L.L.P., regarding certain Federal tax matters

12 (1) Statement of computation of ratio of earnings to fixed charges

23.1  Consent of Smith Helms Mulliss & Moor e, L.L.P. (included as part of Exhibits 5.1(a) and
5.1(b) and 8)

23.2  Consent of Piper & Marbury L.L.P. (in cluded as part of Exhibit 5.2)

23.3  Consent of Ernst & Young LLP

23.4(1) Consent of Deloitte & Touche LLP

23.5 Consent of KPMG Peat Marwick LLP

23.6  Consent of Deloitte & Touche LLP

23.7  Consent of Price Waterhouse LLP

24 (1) Power of Attorney

25 (2) Statement of Eligibility of Trustee o n Form T-1

(1) Previously filed.

(2) To be filed by amendment or incorporated bgmefice in connection with the offering of the apgiile Securities.

ITEM 17. UNDERTAKINGS.

(a) The undersigned registrants hereby undertake:

(1) To file, during any period in which offers ales are being made, a post-effective amendmehistoegistration statement:
(i) To include any prospectus required by Sectida}(3) of the Securities Act;

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegtairaStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chanpe iinformation set forth in the
registration statement. Notwithstanding the foragpany increase or decrease in volume of secaidfiiered (if the total dollar value of
securities offered would not exceed that which veggstered) and any deviation from the low or heégial of the estimated maximum offering
range may be reflected in the form of prospectesl fivith the Commission pursuant to Rule 424(bnithe aggregate, the changes in volume
and price represent no more than a 20% change im#ximum aggregate offering price set forth in"tBalculation of Registration Fee" tal

in the effective registration statement; and

(i) To include any material information with resgt to the plan of distribution not previously dised in the Registration Statement or any
material change to such information in the RedismaStatement;

PROVIDED, HOWEVER, that the undertakings set fantiparagraphs 1(i) and 1(ii) shall not apply if théormation required to be included
in a post-effective amendment by those paragrapbsritained in periodic reports filed with or fuginéd to the Commission by the registrant
pursuant to Section 13 or Section 15(d) of the B&esi Exchange Act of 1934 that are incorporatgddference in the registration statement.

(2) That, for the purpose of determining any lispiinder the Securities Act of 1933, each such-pfective amendment shall be deemed to
be a new registration statement relating to thar#ges offered therein, and the offering of suebgities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a pditetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.
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(b) The undersigned registrants hereby further tiakle that, for purposes of determining any lipilinder the Securities Act of 1933, each
filing of the registrants' annual report pursuan®ection 13(a) or Section 15(d) of the Securitieshange Act of 1934 (and, where applica
each filing of an employee benefit plan's annupbrepursuant to Section 15(d) of the Securitieshaxnge Act of 1934) that is incorporated
by reference in the registration statement shatldmmed to be a new registration statement relitige securities offered therein, and the
offering of such securities at that time shall kemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities ang under the Securities Act may be permitted tealors, officers and controlling persons of
the Registrants pursuant to the foregoing provision otherwise, the Registrants have been adtlisgdn the opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ad i@, therefore, unenforceable. In the
event that a claim for indemnification against slighilities (other than the payment by the Regists of expenses incurred or paid by a
director, officer or controlling person of the R&gants in the successful defense of any actianpsproceeding) is asserted by such director,
officer or controlling person in connection withethecurities being registered, the Registrants wrlless in the opinion of its counsel the
matter has been settled by controlling precedeibing to a court of appropriate jurisdiction theegtion whether such indemnification by it
against public policy as expressed in the Secarfigt and will be governed by the final adjudicatif such issue.

(d) The undersigned registrants hereby further rtakle that:

(1) For purposes of determining any liability untiee Securities Act of 1933, the information ondtfeom the form of prospectus filed as
of this registration statement in reliance uponeRIBOA and contained in a form of prospectus filgdhe Registrant pursuant to Rule 424(b)
(1) or (4) or 497(h) under the Securities Act shalldeemed to be part of this registration stat¢menf the time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecinendment that contains a form of
prospectus shall be deemed to be a new registrstid@ment relating to the securities offered thesnd the offering of such securities at-
time shall be deemed to be the initial bona fideraig thereof.

The undersigned registrants hereby further undertaile an application for the purpose of deterimg the eligibility of the trustee to act
under subsection (a) of section 310 of the Trudemture Act ("Act") in accordance with the ruleslaagulations prescribed by the
Commission under section 305(b)(2) of the Act.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, each Registrant certifies that it hasarable grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this Amendment No. 2 to registration staté File No. 333-3890 and 333-3890-
01 to be signed on its behalf by the undersigrtezteunto duly authorized, in the City of Raleigtat8 of North Carolina, on June 18, 1996.

HIGHWOODS PROPERTIES, INC.

By: /s/ RONALD P. G BSON*
RONALD P. G BSON
PRESI DENT

HIGHWOODS/FORSYTH LIMITED
PARTNERSHIP

By: /s/ RONALD P. G BSON*
RONALD P. G BSON
PRESI DENT

Pursuant to the requirements of the SecuritiesoA&033, this Amendment No. 2 to registration steat File No. 333-3890 and 333-3890-
has been signed by the following persons in thedéips and on the dates indicated:

NAME TITLE DATE
Is/ O. TEMPLE SLOAN, JR.* Cha irman of the Board of Directors  June 18, 1996
O. TEMPLE SLOAN, JR.
Isl RONALD P. GIBSON* Pre sident, Chief Executive Officer June 18, 1996
RONALD P. GIBSON a nd Director
Isl WILLIAM T. WILSON, III* Exe cutive Vice President, Chief June 18, 1996
WILLIAM T. WILSON, IlI (0] perating Officer and Director
Is/ JOHN L. TURNER* Chi ef Investment Officer and Vice June 18, 1996
JOHN L. TURNER C hairman of the Board of Directors
/sl JOHN W. EAKIN* Vic e President and Director June 18, 1996

JOHN W. EAKIN

Isl THOMAS S. SMITH* Vic e President and Director June 18, 1996
THOMAS S. SMITH

Isl THOMAS W. ADLER* Dir ector June 18, 1996
THOMAS W. ADLER



Isl WILLIAM E. GRAHAM, JR.*
WILLIAM E. GRAHAM, JR.

Is/ ROBERT L. KIRBY*
ROBERT L. KIRBY

Isl L. GLENN ORR, JR.*
L. GLENN ORR, JR.
WILLARD H. SMITH, JR.

Isl STEPHEN TIMKO*
STEPHEN TIMKO

Isl CARMAN J. LIUZZO
CARMAN J. LIUZZO

Is/ CARMAN J. LIUZZO

*BY CARMAN J. LIUZZO PURSUANT TO A POWER OF ATTORNE Y

Director June 18
Director June 18
Director June 18
Director

Director June 18

Vice President, Chief Financial
Officer and Treasurer (Principal
Accounting Officer)
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EXHIBIT NO.

1.1(1) Form of Underwriting Agreement for De

1.2(1) Form of Underwriting Agreement for Co

4.1(1) Form of Indenture

4.2(2) Form of Designating Amendment relatin

4.3(2) Form of Preferred Stock Certificate

4.4(2) Form of Deposit Agreement

5.1(a)(1) Opinion of Smith Helms Mulliss & Moo
registered

5.1(b) Opinion of Smith Helms Mulliss & Moor
Stock being offered pursuant to the P

5.2(1) Opinion of Piper & Marbury L.L.P.

8 (1) Opinion of Smith Helms Mulliss & Moor

12 (1) Statement of computation of ratio of

23.1  Consent of Smith Helms Mulliss & Moor
and 8)

23.2  Consent of Piper & Marbury L.L.P. (in

23.3  Consent of Ernst & Young LLP

23.4(1) Consent of Deloitte & Touche LLP

23.5 Consent of KPMG Peat Marwick LLP

23.6  Consent of Deloitte & Touche LLP

23.7  Consent of Price Waterhouse LLP

24 (1) Power of Attorney

25 (2) Statement of Eligibility of Trustee o

(1) Previously filed.

(2) To be filed by amendment or incorporated berefice in connection with the offering of the apattile Securities

EXHIBIT INDEX

DESCRIPTION
bt Securities
mmon Stock, Preferred Stock and Depositary Shares

g to Preferred Stock

re, L.L.P., regarding the legality of the Securitie

e, L.L.P., regarding the legality of shares of Comm
rospectus Supplement dated June 17, 1996

e, L.L.P., regarding certain Federal tax matters
earnings to fixed charges
e, L.L.P. (included as part of Exhibits 5.1(a) and

cluded as part of Exhibit 5.2)

n Form T-1

s being

on

5.1(b)



Exhibit 5.1(b)

SMITH HELMS MULLISS & MOORE, L.L.P.
ATTORNEYS AT LAW
RALEIGH, NORTH CAROLINA

June 18, 1996

Highwoods Properties, Inc.
3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604

Ladies and Gentlemen:

This opinion is furnished in connection with thgisgration pursuant to the Securities Act of 1988amended (the "Securities Act"), of
11,500,000 shares (the "Shares") of commons spackyalue $.01 per share, of Highwoods Properties, a Maryland corporation (the
"Company").

In connection with rendering this opinion, we hax@amined the Articles of Incorporation and Bylavishe Company, each as amended to
date; such records of the corporate proceedinggeofompany as we deemed material; a registratawersent on Form S-3 under the
Securities Act relating to the Shares, File No.-3890 (as amended, the "Registration Statementtj ttae prospectus and the prospectus
supplement contained therein (the "Prospectusast) such other certificates, receipts, recordsdmedments as we considered necessary for
the purposes of this opinion.

We are attorneys admitted to practice in the Sthiéorth Carolina. We express no opinion concerrirgglaws of any jurisdiction other than
the laws of the United States of America and ttaeSef North Carolina.

Based upon the foregoing, we are of the opiniobwleen the Shares have been issued in accordatic¢heiterms of the Prospectuses, the
Shares will be legally issued, fully paid and naessable shares.

The foregoing assumes that all requisite stepshwillaken to comply with the requirements of theusiies Act and applicable requirements
of state laws regulating the offer and sale of stes.

We also consent hereby to the use of our name uhdeaption "Legal Matters" in the Prospectuses.

Very truly yours,
SMITH HELMS MULLISS & MOORE, L.L.P.



EXHIBIT 23.3
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts"” and to the use of our report sgldb Highwoods/Forsyth Limited
Partnership dated February 2, 1996, except Nads & which the date is April 29, 1996 and our repalated to the Highwoods Group dated
January 10, 1995 in the Registration Statementoom S-3 No. 333-3890 and 333-3890-01, AmendmentNand related Prospectus of
Highwoods Properties, Inc., and Highwoods/Forsyithited Partnership for the registration of up t&8®00,000 of common stock, prefer
stock and preferred stock represented by depositases issued by Highwoods Properties, Inc. artd 850,000,000 of non-convertible
debt securities issued by Highwoods/Forsyth LimRedtnership. We also consent to the incorpordtioreference therein of our reports (a)
dated February 2, 1996 with respect to the consitifinancial statements and schedule of Highw®&wdperties, Inc., included in its Anni
Report (Form 10-K) for the year ended Decembel895 (as amended on Form 10-K/A dated June 3, 4886une 18, 1996) and (b) dated
January 16, 1996 with respect to the audited Sertewf Revenue and Certain Expenses of TBC ParlRlasg, Inc. for the year ended
December 31, 1994, included in its Current ReporEorm 8-K dated February 21, 1996, (c) dated 18ly1995 with respect to the audited
Combined Statement of Revenue and Certain Experfishe Acquired Properties for the year ended Dédxmr81, 1994, included in its
Current Report on Form 8-K dated July 12, 199%afasnded on Form B/A on September 6, 1995), (d) dated January 451@¢h respect t
the audited Statement of Revenue and Certain ErgayfResearch Commons for the year ended Dece3tth&094 included in its Current
Report on Form 8-K dated February 10, 1995, (e3diafpril 17, 1996 with respect to the combined gedlfinancial statements and schedule
of Eakin & Smith for the year ended December 3B5l@cluded in its Current Report on Form 8-K/AathApril 1, 1996 as amended on
June 3, 1996 and June 18, 1996 and

(f) dated February 26, 1996 with respect to thataddHistorical Summary of Gross Income and Di@perating Expenses for certain
properties owned by Towermarc Corporation for tearyended December 31, 1995 included in its CuRepbrt on Form 8-K/A dated April
29, 1996 as amended on June 3, 1996 and June 9@, dlPfiled with the Securities and Exchange Cassion.

ERNST & YOUNG LLP

Raleigh, North Carolina
June 18, 199



EXHIBIT 23.5
ACCOUNTANTS' CONSENT

THE BOARD OF DIRECTORS
HIGHWOODS PROPERTIES, INC.:

We consent to the incorporation by reference in Admeent No. 2 to the registration statements (N8-3390 and 333-3890-01) on FornB8S-
of Highwoods Properties, Inc. and Highwoods/Forgythited Partnership of our report dated March @98, with respect to the consolidated
balance sheet of Crocker Realty Trust, Inc. asesfdinber 31, 1995 and the related consolidatedstats of operations, stockholders' equity
and cash flows for the year ended December 31,,H8bour report dated February 3, 1995 with resjoethe balance sheets of Crocker
Realty Investors, Inc. as of December 31, 19941888, and the related statements of operationsktstdders' equity and cash flows for the
years then ended, and our report dated Februard/A®88, with respect to the balance sheet of Cro&keons, Inc. as of December 31, 19

and the related statements of operations, stockr®ldquity and cash flows for the year then end&dh reports appear in the FornkgA of
Highwoods Properties, Inc. dated April 29, 1996aaended on June 3, 1996 and June 18, 1996. Wealsent to the reference to our firm
under the heading "Experts" in the prospectusishatpart of the registration statement (No. 333638nd 333-3890-01).

KPMG PEAT MARWICK, LLP

Fort Lauderdale, Florida
June 18, 199



EXHIBIT 23.6
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference irsimendment No. 2 to the registration statements 388-3890 and 333-3890-01) on Form
S-3 of Highwoods Properties, Inc. and Highwoodssgktir Limited Partnership of our report dated Febrd, 1995, with respect to the
combined financial statements of Southeast Realtp CAP Southeast Portfolio Partners, L.P. and=aRtaine Il Partners, L.P. for the year
ended December 31, 1994, and of our report datbcukey 10, 1995, on the financial statements of-&Btaine Il Partners, L.P. for the
period from October 28, 1993 (date of inceptionPrember 31, 1993, which report appears in thenFBK/A of Highwoods Properties,
Inc. dated April 29, 1996, as amended on June @ 8ad June 18, 1996. We also consent to the refert® our firm under the heading
"Experts" in the prospectus that is part of thastegtion statement (Nos. 333-3890 and 333-3890-01)

DELOITTE & TOUCHE, LLP

Dallas, Texas
June 18, 199



EXHIBIT 23.7
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referém¢lee Amendment No. 2 to the Registration Stat@méNo. 333-3890 and 333-3890-01)
on Form S-3 of Highwoods Properties, Inc. and Higbus/Forsyth Limited Partnership of our report da#arch 7, 1994 relating to the
financial statements of AP Southeast Portfolio fas, L.P. which appears on page F-13 in the FeKiA8of Highwoods Properties, Inc.
dated April 29, 1996, as amended June 3, 1996 amel 118, 1996. We also consent to the referencas tmder the heading "Experts" in the
prospectus that is part of such Registration Statgsn

PRICE WATERHOUSE LLP
Dallas, Texas
June 18, 1996

End of Filing
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