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PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED JANUARY 22, 1998)

2,000,000 SHARES

HIGHWOOD PROPERTIES, INC [Logo Goes Her €]
COMMON STOCK

Highwoods Properties, Inc. (the "Company") is d-administered and self-managed equity real estatstment trust ("REIT") that began
operations through a predecessor in 1978. The Caynpane of the largest owners and operatorsfafeofind industrial properties in the
Southeast. As of December 31, 1997, the CompangdwB1 properties (the "Properties") encompasgipgoximately 30.7 million rentable
square feet located in 19 markets in North Carpkil@rida, Tennessee, Georgia, Virginia, South @@pMaryland and Alabama. The
Properties consist of 342 office properties and ih88strial (including 73 service center) propesigad are leased to approximately 3,100
tenants. As of December 31, 1997, the Properties 94% leased.

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") underdfmbol "HIW." On January 21,
1998, the last reported sale price of the CommonkStn the NYSE was $36 1/16. See "Price Rangeair@on Stock and Distribution
History."

SEE "RISK FACTORS' BEGINNING ON PAGE 3IN THE ACCOMPANYING PROSPECTUSFOR
CERTAIN FACTORSRELEVANT TO AN INVESTMENT IN THE COMMON STOCK.

THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIESAND EXCHANGE
COMMISSION OR ANY STATE SECURITIESCOMMISSION NOR HASTHE SECURITIESAND EXCHANGE COMMISSION
OR ANY STATE SECURITIESCOMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THISPROSPECTUS
SUPPLEMENT OR THE PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY ISA CRIMINAL

OFFENSE.
[CAPTION]
PRICE TO UNDERWRITING PROCEEDS TO
PUBLIC DISCOUNT(1) COMPANY(2)
PEr SNar€.....vv.oveeeeeee e . $36.00 $1.845 $34.155
LI ETR ) N . $72,000,000 $3,690,000 $68,310,000

(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 of the @omnpf $125,000, $67,500 of which will be paid hg Underwriters.

(3) The Company has granted to the several Undemsran option to purchase up to an additional@@shares of Common Stock to cover
over-allotments, if any. If all of such shares puechased, the total Price to Public, Underwrifigcount and Proceeds to Company will be
$82,800,000, $4,243,500 and $78,556,500, respécti@ee "Underwriting."

The shares of Common Stock are offered by the abldnderwriters, subject to prior sale, when, as iidelivered to and accepted by them,
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 plit expected that delivery of the shares of @an Stock will be made in New York, New
York on or about January 27, 1998.

MERRILL LYNCH & CO.

LEGG MASON WOOD WALKER
INCORPORATED



The date of this Prospectus Supplement is January 22, 1998.
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RESEARCH TRIANGLE
Raleigh-Durham, NC
OFFICE: 4,408,492 S.F.

INDUSTRIAL: 277,628 S.F. JACKSONVILLE, FL

OFFICE: 1,465,13 9S.F.
ATLANTA, GA CHARLOTTE, NC
OFFICE: 2,379,464 S.F. OFFICE: 964,476 S.F.
INDUSTRIAL: 2,445,367 S.F. INDUSTRIAL: 464, 114 S.F.
TAMPA, FL RICHMOND, VA TALLAHASSEE, FL
OFFICE: 2,904,587 S.F. OFFICE: 1,118,7 63 S.F.. OFFICE: 244,676 S.F.
INDUSTRIAL: 159 ,963 S.F.
SOUTH FLORIDA NORFOLK, VA
OFFICE: 2,384,044 S.F. GREENVILLE, SC OFFICE: 168,224 S.F.
OFFICE: 882,839 S.F. INDUSTRIAL: 97,633 S.F.
PIEDMONT TRIAD INUSTRIAL: 118,8 02 S.F.
Winston Salem/Greensboro, NC BIRMINGHAL, AL
OFFICE: 1,819,881 S.F. MEMPHIS, TN OFFICE: 115,289 S.F.
INDUSTRIAL: 2,919,111 S.F. OFFICE: 606,549 S.F.
ASHEVILLE, NC
NASHVILLE, TN BALTIMORE OFFICE: 63,500 S.F.
OFFICE: 1,485,491 S.F. OFFICE: 364,434 S.F. INDUSTRIAL: 60,677 S.F.
ORLANDO, FL COLUMBUS, SC FT. MYERS, FL
OFFICE: 1,990,148 S.F. OFFICE: 423,738 S.F. OFFICE: 51,831 S.F.

CERTAIN PERSONS PARTICIPATING IN THE OFFERING MAYNEGAGE IN TRANSACTIONS THAT STABILIZE, MAINTAIN OR
OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK, INGDING EXERCISING THE OVER-ALLOTMENT OPTION,
ENTERING STABILIZING BIDS, EFFECTING SYNDICATE COVEING TRANSACTIONS AND IMPOSING PENALTY BIDS, FOR A
DESCRIPTION OF THESE ACTIVITIES, SEE "UNDERWRITING.
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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 ANIHEREIN BY REFERENCE. UNLESS INDICATED
OTHERWISE, THE INFORMATION

CONTAINED IN THIS PROSPECTUS SUPPLEMENT ASSUMES THAHE UNDERWRITERS' OVER-ALLOTMENT OPTION IS
NOT EXERCISED. UNLESS THE CONTEXT OTHERWISE REQUIRETHE TERMS (I) "COMPANY" SHALL MEAN HIGHWOODS
PROPERTIES, INC., PREDECESSORS OF HIGHWOODS PRORERTINC., AND THOSE ENTITIES OWNED OR CONTROLLED
BY HIGHWOODS PROPERTIES, INC., INCLUDING HIGHWOODSDRSYTH LIMITED PARTNERSHIP (THE "OPERATING
PARTNERSHIP") AND (Il) "PROPERTIES" SHALL MEAN THB42 OFFICE AND 139

INDUSTRIAL (INCLUDING 73 SERVICE CENTER) PROPERTIESWNED BY THE COMPANY AS OF DECEMBER 31, 1997.

CERTAIN MATTERS DISCUSSED IN THIS PROSPECTUS SUPRENT, THE ATTACHED PROSPECTUS, AND THE
INFORMATION INCORPORATED BY REFERENCE HEREIN AND TEREIN INCLUDING, WITHOUT LIMITATION, STRATEGIC
INITIATIVES, MAY CONSTITUTE

FORWARD-LOOKING STATEMENTS FOR PURPOSES OF THE SHIUIES ACT OF 1933, AS AMENDED (THE "SECURITIES
ACT"), AND THE SECURITIES EXCHANGE ACT OF 1934, ASMENDED (THE "EXCHANGE ACT"), AND AS SUCH MAY
INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES ANDOTHER FACTORS THAT MAY CAUSE THE ACTUAL
RESULTS, PERFORMANCE OR ACHIEVEMENTS OF THE COMPANMID THE OPERATING PARTNERSHIP TO BE
MATERIALLY DIFFERENT FROM FUTURE RESULTS, PERFORMABE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY
SUCH FORWARD-LOOKING STATEMENTS. IMPORTANT FACTORBHAT COULD CAUSE THE ACTUAL RESULTS,
PERFORMANCE OR ACHIEVEMENTS OF THE COMPANY AND THEPERATING PARTNERSHIP TO DIFFER MATERIALLY
FROM THE COMPANY'S AND THE OPERATING PARTNERSHIPEXPECTATIONS ARE DISCLOSED OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE ANOHED PROSPECTUS ("CAUTIONARY STATEMENTS"),
INCLUDING, WITHOUT LIMITATION, THOSE STATEMENTS MADE IN CONJUNCTION WITH THE FORWARD-LOOKING
STATEMENTS INCLUDED HEREIN. ALL FORWARD-LOOKING STAEMENTS ATTRIBUTABLE TO THE COMPANY AND THE
OPERATING PARTNERSHIP ARE EXPRESSLY QUALIFIED IN HIR ENTIRETY BY THE CAUTIONARY STATEMENTS.

THE COMPANY
GENERAL

The Company is a self-administered and self-managedy real estate investment trust ("REIT") thagan operations through a predecessor
in 1978. The Company is one of the largest ownedsaperators of office and industrial propertiethia Southeast. As of December 31, 1!

the Company owned a diversified portfolio of 483s@rvice office and industrial properties encompagsapproximately 30.7 million rentak
square feet located in 19 markets in North Carpltarida, Tennessee, Georgia, Virginia, South Q@mpMaryland and Alabama. The
Properties consist of 342 office properties andib88strial (including 73 service center) propestand are leased to approximately 3,100
tenants. As of December 31, 1997, the Properties 94% leased.

In addition, an additional 32 properties (the "Depeent Projects"), which will encompass approxiehaB.3 million rentable square feet,
were under development as of December 31, 1990ithNCarolina, Florida, Virginia, Tennessee, Geardilaryland and South Carolina. 1
Company also owns approximately 729 acres (an@dpased to purchase an additional 472 acres) offtarfditure development (collectivel
the "Development Land"). The Development Land isesband available for office and/or industrial depenent; substantially all of the
Development Land has utility infrastructure alre@&uplace. The Company provides leasing, propedpagement, real estate development,
construction and miscellaneous tenant servicegsqroperties as well as for third parties.

The Company conducts substantially all of its atiéis through, and substantially all of its propestare held directly or indirectly by, the
Operating Partnership. The Operating Partnershiprigrolled by the Company as its sole generahparfThe Company owns approximately
82% of the common partnership interests ("Commoitstrin the Operating Partnership.

RECENT DEVELOPMENTS

RECENT ACQUISITIONS. In October of 1997, the Compaompleted a business combination (the "ACP Tretimd') with Associated
Capital Properties, Inc. ("ACP"). The ACP Transawctinvolved the acquisition of a portfolio of 84fioé properties encompassing 6.4 million
rentable square feet (the "ACP Properties") andaqpmately 50 acres of land for development inmaiarkets in Florida. Under the terms of
the agreements relating to the ACP TransactionCtirapany merged with ACP and acquired the owneligitgpests in the entities that own
the ACP Properties for an aggregate purchase ofi617 million. The cost of the ACP Transactiomsisted of the issuance of 2,955,238
Common Units (valued at $32.50 per Common Unig,aksumption of $481 million of mortgage debt ($88lion
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of which has been paid off by the Company), theasse of 117,617 shares of Common Stock (valu88260 per share), a capital
expenditure reserve of $11 million and a cash paymkapproximately $24 million. Also in connectiarith the ACP Transaction, the
Company issued to certain affiliates of ACP warsantpurchase 1,479,290 shares of Common Stock2a5@ per share exercisable after
October 1, 2002. James R. Heistand, the formeidmesof ACP, has become a regional vice presitesgonsible for the Company's Florida
operations and an advisory member of the Compamyéstment committee. Mr. Heistand is expecteaio the Company's Board of
Directors and become a voting member of the Conipanyestment committee this year. Mr. Heistanddas 19 years of commercial real
estate experience in Florida. Over 100 employedsd# have joined the Company, including the twceotinembers of ACP's senior
management team, Allen C. de Olazarra and Dalenhaisa

In closings on December 23, 1997 and January 8,188 Company completed a business combinatidnRiptarius Development
Corporation in Baltimore, Maryland involving thecaisition of a portfolio of five office propertiencompassing 369,000 square feet, two
office development projects encompassing 235,00arsqfeet, 11 acres of development land and 10tiawmtal acres of development land to
be acquired over the next three years (the "Ripariansaction"). The cost of the Riparius Transactionsisted of a cash payment of $43.6
million. In addition, the Company has assumed W dffice development projects with an anticipatedt of $26.2 million expected to be
paid in 1998, and will pay out $23.9 million oveetnext three years for the 101 additional acrefewélopment land.

PENDING ACQUISITIONS. On December 22, 1997, the @any entered into a merger agreement (the "Mergeeément") with J.C.
Nichols Company, a publicly traded Kansas City esthte operating company ("J.C. Nichols"), purst@which the Company wou

acquire J.C. Nichols with the view that the OpergfPartnership would combine its property operatiwith J.C. Nichols (the "J.C. Nichols
Transaction"). J.C. Nichols owns or has an owneratierest in 27 office properties, 33 retail pndj@s and 13 industrial properties
encompassing approximately 4.3 million rentableasgdeet and 16 multifamily communities with 1,&@artment units in Kansas City,
Missouri and Kansas. Additionally, J.C. Nichols laasownership interest in 21 office properties and industrial property encompassing
approximately 1.5 million rentable square feet and multifamily community with 418 apartment uritsDes Moines, lowa. As of Decemi
31, 1997, the properties to be acquired in theNi€hols Transaction were 95% leased. Assuming d¢etop of the J.C. Nichols Transaction,
Barrett Brady, president and chief executive officJ.C. Nichols, will become a regional vice pdesit responsible for the Company's
Midwest operations and approximately 100 employ#elkC. Nichols would be expected to join the Comypa

Under the terms of the Merger Agreement, sharelhsloie].C. Nichols may elect to receive $65 in aaish.84 shares of Common Stock for
each share of common stock, $.01 par value, ofNighols ("J.C. Nichols Common Stock"). The costhed J.C. Nichols Transaction under
the Merger Agreement is approximately $570 millimejuding assumed debt of approximately $250 omillinet of cash of approximately §
million. Consummation of the J.C. Nichols Transaictis subject, among other things, to approvalto2/3% of the shareholders of J.C.
Nichols. If J.C. Nichols enters into a business bration with a third party or otherwise terminaties J.C. Nichols Transaction, such tf
party or J.C. Nichols may be required to pay thenGany a break-up fee of up to $14.7 million plupenses of $2.5 million. Under certain
other circumstances, if the J.C. Nichols Transadsderminated, the terminating party may be negflito pay expenses of $2.5 million to the
non-terminating party.

No assurance can be given that all or part of feNichols Transaction will be consummated or,tHatonsummated, it will follow the tern
set forth in the Merger Agreement. As of the dageebf, certain third parties have expressed aneisitéo J.C. Nichols and/or certain of its
shareholders in purchasing all or a portion ofdhtstanding J.C. Nichols Common Stock at a pricexicess of $65 per share. No assurance
can be given that a third party will not make afeiofo J.C. Nichols or its shareholders to purctabker a portion of the outstanding J.C.
Nichols Common Stock at a price in excess of $65%hpare or that the board of directors of J.C. Nighvould reject any such offe

Additionally, the Company has entered into an ages# to acquire 14 office properties encompass8¥gd00 square feet, six service center
properties encompassing 471,000 square feet andré6 of development land in Tampa, Florida (thartia Transaction.") The cost of the
Garcia Transaction will consist of a cash paymértpproximately $87 million and the assumption peximately $24 million in secured
debt. Although the Garcia Transaction is expeatetidse by January 30, 1998, no assurance carver thiat all or part of the transaction
be consummated.

CONCURRENT DEBT OFFERING. At or about the time loistOffering, the Operating Partnership is offer§ig0 million of MandatOry
Par Put Remarketed SecuritiesSM ("MOPPRSSM") du& 2td $100 million of additional unsecured noteéese maturity will be
determined at pricing (collectively, the "Concuir&®ebt Offering"). The
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closing of this Offering is not conditioned upor ttlosing of the Concurrent Debt Offering, nothis tlosing of the Concurrent Debt Offer
conditioned upon the closing of this Offering. SRecent Developments -- Concurrent Debt Offering."

OPERATING STRATEGY
The Company believes that it will continue to bénfeébm the following factors:

DIVERSIFICATION. Since its initial public offerin¢the "IPO") in 1994, the Company has significaméyluced its dependence on any
particular market, property type or tenant. At tinge of the IPO, the Company's portfolio consisaédost exclusively of office properties in
the Raleigh-Durham, North Carolina area (the "Redeariangle"). As of December 31, 1997, the Conyfmim-service portfolio had
expanded from 41 North Carolina properties (40 bicl were in the Research Triangle) to 481 propeiiti 19 markets concentrated in the
Southeast. Based on December 1997 results, apm®tnB82% of the rental revenue from the Propeitias derived from properties in No
Carolina (18% in the Research Triangle). The Comisaenants represent a diverse cross-sectioreadbnomy. As of December 31, 1997,
the 20 largest tenants represented approximateBp2bf the combined rental revenue from the Prageeraind the largest single tenant
accounted for approximately 3.7% of such revenue.

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy believes that it has several advantages ovey wfdts

competitors in pursuing development and acquisitipportunities. The Company has the flexibilityfuad acquisitions and development
projects from numerous sources, including the peiaad public debt markets, proceeds from its peiead public equity offerings, its $430
million aggregate amount of unsecured revolvingngather bank and institutional borrowings andisseaance of Common Units, which n
provide tax advantages to certain sellers. To daeymon Units have constituted all or part of thasideration for 235 properties compris
16.4 million rentable square feet. In addition,Disvelopment Land offers significant developmemanunities. The Company owns
approximately 729 acres (and has agreed to purehaadditional 472 acres) of Development Land. Chmpany's development and
acquisition activities should also continue to Higrieom its relationships with tenants and progestvners and management's extensive local
knowledge of the Company's markets.

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 andtopgras the Company has expanded into
new markets, it has continued to maintain thislized approach by combining with local real estgerators with many years of
development and management experience in theiecésp markets. Also, in making its acquisitiofe Company has sought to employ
those property-level managers who are experiendgdtie real estate operations and the local maetating to the acquired properties, so
that approximately three-quarters of the rentablease footage of the Properties was either devdlbgehe Company or is managed on a
day-to-day basis by personnel that previously maedalgased and/or developed those propertiestoritieir acquisition by the Company.
The Company's property-level officers have on ayemver 18 years of real estate experience in tespective markets.

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATIONhe Company provides a complete line of real esateices to its
tenants and third parties. The Company believesthm-house development, acquisition, construction mamage, leasing and managem
services allow it to respond to the many demandts @Xxisting and potential tenant base, and enabdeprovide its tenants cost-effective
services such as build-to-suit construction an@emaodification, including tenant improvements argansions. In addition, the breadth of
the Company's capabilities and resources providesh market information not generally availabléne Company believes that the operating
efficiencies achieved through its fully integrateganization also provide a competitive advantaggetting its lease rates and pricing other
services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Qupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through developitin@nd acquisition opportunities; (ii) provides @ss to the private and public equity and
debt markets on favorable terms; and (iii) promdt#sre earnings growth.

The Company and the Operating Partnership have nlginaded a strong and consistent ability to acttesgrivate and public equity and debt
markets. Since the IPO, the Company has complategbiiblic offerings and two private placement£ainmon Stock, one public offering

8 5/8% Series A Cumulative Redeemable PreferredeSKthe "Series A Preferred Shares") and one poffiering of 8% Series B
Cumulative Redeemable Preferred Shares (the
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"Series B Preferred Shares"), raising total netgeds of approximately $1.25 billion. The net pestsewere contributed to the Operating
Partnership in exchange for additional partnergitigrests as required under the Operating Partipgsdimited partnership agreement (the
"Operating Partnership Agreement"). On Decembé@®©26, the Operating Partnership issued $100 mithio® 3/4% notes due December 1,
2003 and $110 million of 7% notes due DecembeB0F20n June 24, 1997, a trust formed by the Ojpgr&artnership issued $100 million
of Exercisable Put Option Securities ("X-POSSM"gdne 15, 2004. The X-POSSM bear an interesbofatd 9%, representing an effective
borrowing cost of 7.09%, net of a related put apimd certain interest rate protection agreemestsc8ee "Recent Developments --
Financing Activities and Liquidity."

In addition, the Company has two unsecured revgllimes of credit aggregating $430 million (the 8king Loans") with a syndicate of
lenders. Interest accrues on borrowings under @ $#Bion Revolving Loan at an average interest¢ r@t LIBOR plus 100 basis points and
under a $150 million Revolving Loan at an averaderest rate of LIBOR plus 90 basis points. Inteogsthe outstanding balance on the
Revolving Loans as of January 19, 1998 was payablgthly at a weighted average interest rate 0f%.87

THE PROPERTIES

The following table sets forth certain informatiaibout the Properties as of December 31, 1997:

PERCENT OF
TOTAL
RENTABLE RENTABLE ANNUALIZED

OFFICE | NDUSTRIAL ~ TOTAL SQUARE SQUARE RENTAL

PROPERTIES PRO PERTIES (1) PROPERTIES  FEET FEET REVENUE (2)
Research Triangle, NC........... 69 4 73 4,686,120 15.2% $ 65,314,092
Atlanta, GA 39 31 70 4,824,831 15.5 44,200,033
Tampa, FL............ 42 - 42 2,904,587 9.5 41,772,977
Piedmont Triad, NC.............. 34 79 113 4,738,992 15.3 36,779,925
South Florida..... - 27 2,384,044 7.8 36,511,089
Nashville, TN. 3 18 1,821,485 59 27,183,735
Orlando, FL........cccocueennnes -- 30 1,990,148 6.5 23,756,539
Jacksonville, FL -- 16 1,465,139 4.8 17,367,432
Charlotte, NC.... 16 31 1,428,590 4.7 15,158,758
Richmond, VA... 2 22 1,278,726 4.2 14,348,878
Greenville, SC... 2 10 1,001,641 33 11,051,150
Memphis, TN..... -- 9 606,549 2.0 10,033,045
Baltimore, MD... -- 5 364,434 1.2 7,837,121
Columbia, SC.... -- 7 423,738 1.4 5,553,603
Tallahassee, FL. -- 1 244,676 0.8 3,372,355
Norfolk, VA........ 1 3 265,857 0.9 2,843,389
Birmingham, AL. -- 1 115,289 0.4 1,795,236
Asheville, NC..... 1 2 124,177 0.4 1,180,068
Ft. Myers, FL.......cccoeeenne -- 1 51,831 0.2 509,720

Total.....ccoeeieeenne 342 139 481 30,720,854 100.0% $366,569,145
TOTAL OR

OFFICE | NDUSTRIAL ~ WEIGHTED

PROPERTIES PRO PERTIES (1) AVERAGE
Total Annualized Rental Revenue (2)............... ... $331,936,875 $34,632,270 $ 366,569,145
Total rentable square feet.............c.cccue.e. 23,841,565 6,879,289 30,720,854
Percent leased............cccccoueee 94%(3) 93%(4) 94%
Weighted average age (years)...........ccocerunene (5) 12.2 11.4 12.0

PERCENT OF

TOTAL ANNUALIZED

RENTAL REVENUE

Research Triangle, NC
Atlanta, GA

Piedmont Triad, NC..

South Florida...................
Nashville, TN...................
Orlando, FL....
Jacksonville, FL.
Charlotte, NC....
Richmond, VA...
Greenville, SC...
Memphis, TN.....
Baltimore, MD...
Columbia, SC....
Tallahassee, FL.
Norfolk, VA........
Birmingham, AL.
Asheville, NC.....
Ft. Myers, FL........ccceene

Total Annualized Rental Revenue (2)...............
Total rentable square feet.............c.cccuene.



Percent leased............coeeviiiiinicnns
Weighted average age (years)...........ccocerunens

(1) Includes 73 service center properties.
(2) Annualized Rental Revenue is December 199aleatenue (base rent plus operating expense lpessgyhs) multiplied by 12.
(3) Includes 47 single-tenant properties comprigirgmillion rentable square feet and 378,000 t@ataquare feet leased but not occupied.
(4) Includes 24 single-tenant properties compridirggmillion rentable square feet and 27,000 rdatafuare feet leased but not occupied.
(5) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovated986.
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THE OFFERING

Shares Offered.............cccooevviiniiini, ... 2,000,000 (1)

Shares to be Outstanding After the Offering........ ... 48,834,138 (1)(2)

Use of Proceeds.........ccoevvivveniinecninnen, ... The Company intends to use the net proceeds of the Offering to pay
down a portion of the indebtedness outstanding under the Revolving
Loans and to fund pending acquisition and deve lopment activity. See
"Use of Proceeds."

NYSE Symbol......c.coocvviiriiiiiciciine . HIWY

(1) Assumes the Underwriters' over-allotment optmpurchase up to an aggregate of 300,000 shaf@snmomon Stock is not exercised. See
"Underwriting."

(2) Excludes (i) 2,500,000 shares of Common Stesknved for issuance upon exercise of options gggmirsuant to the Company's
Amended and Restated 1994 Stock Option Plan,,839,290 shares of Common Stock that may be isgped the exercise of warrants
granted to certain officers in connection with aertproperty acquisitions, (iii) 40,542 shares oh@non Stock that may be issued pursuant to
earn-out provisions in an acquisition agreemewn}, 354,000 shares of Common Stock that may be ésspen redemption of Common Units
that may be issued in connection with certain priypgcquisitions and (v) 10,548,378 shares of Com@&imck that may be issued upon

redemption of Common Units that are redeemablénbyhblder for cash or, at the option of the Compahgres of Common Stock on a one-
for-one basis.
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THE COMPANY
GENERAL

The Company is a self-administered and self-managedy REIT that began operations through a prestar in 1978. Following its IPO in
1994, the Company established itself as one ofafyest owners and operators of suburban officeirahastrial properties in the Southeast.
As of December 31, 1997, the Company owned 481guti@s located in 19 markets in North Carolinayigl® Tennessee, Georgia, Virginia,
South Carolina, Maryland and Alabama.

The Properties consist of 342 office properties #3@ industrial (including 73 service center) pntigs, contain an aggregate of
approximately 30.7 million rentable square feet arelleased to approximately 3,100 tenants. At Dwes 31, 1997, the Properties were ¢
leased. An additional 32 properties (the "Develophirojects"), which will encompass approximately @illion rentable square feet, were
under development in North Carolina, Florida, Miigi Tennessee, Georgia, Maryland and South Carabrof December 31, 1997. The
Company also owns 729 acres (and has agreed tbgaeran additional 472 acres) of Development Lahd.Development Land is zoned
and available for office and/or industrial develat substantially all of the Development Land &gty infrastructure already in place.

The Company conducts substantially all of its atifig through, and substantially all of its projestare held directly or indirectly by, the
Operating Partnership. The Operating Partnershiprigrolled by the Company, as its sole generahparwhich owns approximately 82% of
the Common Units in the Operating Partnership. rEneaining Common Units are owned by limited padr(@rcluding certain officers and
directors of the Company). Other than Common Umilsl by the Company, each Common Unit may be reddém the holder thereof for
the cash value of one share of Common Stock dtheaCompany's option, one share (subject to ceadjinstments) of Common Stock. With
each such exchange, the number of Common Unitsalwyne¢he Company and, therefore, the Company'ssp&age interest in the Operating
Partnership, will increase.

In addition to owning the Properties, the Develophierojects and the Development Land, the Compaowiges leasing, property
management, real estate development, construatibmiscellaneous tenant services for the Propeatiegell as for third parties. The
Company conducts its third-party fee-based sentimerigh Highwoods Tennessee Properties, Inc.,@lybwned subsidiary of the
Company, and Highwoods Services, Inc., a subsidiatiie Operating Partnership.

The Company was formed in North Carolina in 199%e Tompany's executive offices are located at Brfibketree Court, Suite 600,
Raleigh, North Carolina 27604, and its telephonalmer is (919) 872-4924. The Company also maintagmnal offices in Winston-Salem,
Greensboro and Charlotte, North Carolina; Richm&fidyinia; Baltimore, Maryland; Nashville and MemphTennessee; Atlanta, Georgia;
and Tampa, Boca Raton, Tallahassee and Jacksomldiida; and South Florida.

OPERATING STRATEGY
The Company believes that it will continue to bénfeébm the following factors:

DIVERSIFICATION. Since its IPO in 1994, the Compams significantly reduced its dependence on anycpéar market, property type or
tenant. At the time of the IPO, the Company's ptidfconsisted almost exclusively of office propestin the Research Triangle. As of
December 31, 1997, the Company's in- service dartfad expanded from 41 North Carolina propertisof which were in the Research
Triangle area) to 481 properties in 19 markets entrated in the Southeast. Based on December ¥88its, approximately 32% of the rer
revenue from the Properties is derived from prapgiih North Carolina (18% in the Research Triapgle

In October 1997, the Company significantly expanite&lorida operations through its business comtiam with ACP. In February 1997, the
Company made a significant investment in the sudnudstlanta market with the acquisition of the CentGenter Office Park and a business
combination with Anderson Properties, Inc. The Camypfirst entered the Atlanta market, as well as foarkets in Florida and six other
markets, through its September 1996 merger witltk&noRealty Trust, Inc ("Crocker"). Prior to its rger with Crocker, the Company
expanded into Winston-Salem/Greensboro, North @adthe "Piedmont Triad") and Charlotte, North @iga through a merger with
Forsyth Properties, Inc. ("Forsyth") and
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also completed significant business combinatioriRighmond, Virginia and Nashville, Tennessee. Then@Gany has focused on markets that,
like the Research Triangle, have strong demogragaiiiceconomic characteristics.

The Company's strategy has been to assemble alpodf properties that enables the Company tordfteldings with a variety of cost, ten:
finish and amenity choices that satisfy the facitieeds of a wide range of tenants seeking comaiesgace. This strategy led, in part, to the
Company's combination with Forsyth in February 198Bich added industrial and service center prape(as well as additional office
properties) to its suburban office portfolio. Todbhgised on December 1997 results, approximately &litte Company's rental revenue is
derived from office properties and 9% is derivezhfrindustrial properties.

The Company has also reduced its dependence gpeatigular tenant or tenants in any particular stdu Its tenants represent a diverse
cross-section of the economy. As of December 327 1the 20 largest tenants of the Properties repted approximately 21.3% of the
combined rental revenue from the Properties, aaedattgest single tenant accounted for approximé&io of such revenue. See "The
Properties."

ACQUISITION AND DEVELOPMENT OPPORTUNITIES. The Corapy seeks to acquire suburban office and indugtr@erties at price
below replacement cost that offer attractive retuimcluding acquisitions of underperforming, higlelity properties in situations offering
opportunities for the Company to improve such progs' operating performance. The Company will @lsntinue to engage in the selective
development of office and industrial projects, maiity in suburban business parks, and intendsdod@n build-to-suit projects and projects
where the Company has identified sufficient demamduild-to-suit development, the building is siigantly pre-leased to one or more
tenants prior to construction. Build-to-suit prdagoften foster strong long-term relationships lestavthe Company and the tenant, creating
future development opportunities as the facilitgaeof the tenant increase.

The Company believes that it has several advantagasmany of its competitors in pursuing developtrand acquisition opportunities. The
Company has the flexibility to fund acquisitiongladevelopment projects from numerous sources, dimofuthe private and public debt
markets, proceeds from its private and public gopfiterings, its $430 million aggregate amount @vBlving Loans, other bank and
institutional borrowings and the issuance of Comidoits. Frequently, the Company acquires propettiesugh the exchange of Common
Units in the Operating Partnership for the properner's equity in the acquired properties. Asuised above, each Common Unit received
by these property owners is redeemable for cash the Operating Partnership or, at the Companylsmpshares of Common Stock. In
connection with these transactions, the Company astyassume outstanding indebtedness associdtetheiacquired properties. The
Company believes that this acquisition method nreabke it to acquire properties at attractive pritem property owners wishing to enter
into tax-deferred transactions. To date, Commortd.mve constituted all or part of the consideratar 235 properties comprising 16.4
million rentable square feet. As of December 3B71%nly 1,200 Common Units had been redeemedafeh,cotaling $35,000.

Another advantage is the Company's commerciallyed@nd unencumbered Development Land in existisgnbas parks. The Company
owns 729 acres (and has agreed to purchase aioadb#72 acres) of Development Land, substantilllpf which has utility infrastructure
already in place.

The Company's development and acquisition actsvéiso benefit from its local market presence armedge. The Company's property-
level officers have on average over 18 years dfastate experience in their respective marketsaBge of this experience, the Company

a better position to evaluate acquisition and dgwalent opportunities. In addition, the Companylatienships with its tenants and those
tenants at properties for which it conducts thiedty fee based services may lead to developmejgqgisovhen these tenants or their affiliates
seek new space. Also, its relationships with ofiteperty owners for whom it provides third-partymagement services generate acquisition
opportunities.

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 andtopgras the Company has expanded into
new markets, it has continued to maintain this
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localized approach by combining with local reabésoperators with many years of development anthgement experience in their
respective markets. Also, in making its acquisiiagihe Company has sought to employ those propergl-managers who are experienced
with the real estate operations and the local madtating to the acquired properties, so that appnately three-quarters of the rentable
square footage of the Properties was either degdlby the Company or is managed on a day-to-dag bagersonnel that previously
managed, leased and/or developed those Propetitegqtheir acquisition by the Company.

EFFICIENT, CUSTOMER SERVICE-ORIENTED ORGANIZATIONhe Company provides a complete line of real es@arteices to its
tenants and third parties. The Company believestha-house development, acquisition, construction mamage, leasing and managem
services allow it to respond to the many demandts @Xxisting and potential tenant base, and enabdeprovide its tenants cost-effective
services such as build-to-suit construction angesmaodification, including tenant improvements axgansions. In addition, the breadth of
the Company's capabilities and resources providesh market information not generally availabléne Company believes that the operating
efficiencies achieved through its fully integrateganization also provide a competitive advantaggetting its lease rates and pricing other
services.

FLEXIBLE AND CONSERVATIVE CAPITAL STRUCTURE. The Gupany is committed to maintaining a flexible andiservative capital
structure that: (i) allows growth through develominand acquisition opportunities; (ii) provides @ss to the private and public equity and
debt markets on favorable terms; and (iii) promdid#sre earnings growth.

The Company and the Operating Partnership have nlgtnaded a strong and consistent ability to acttesgrivate and public equity and debt
markets. Since the IPO, the Company has complategtblic offerings and two private placementst®fCommon Stock, one public
offering of Series A Preferred Shares and one putffering of Series B Preferred Shares, raisingl toet proceeds of $1.25 billion, which
were contributed to the Operating Partnership itharge for additional partnership interests asireduy the Operating Partnership
Agreement. On December 2, 1996, the Operating &aittip issued $100 million of 6 3/4% notes due Demer 1, 2003 and $110 million of
7% notes due December 1, 2006.

On June 24, 1997, a trust formed by the OperatartnBrship sold $100 million of X-POSSM, which regent fractional undivided beneficial
interests in the trust. The assets of the trussisbnf, among other things, $100 million of Exeedile Put Option Notes due June 15, 2011
issued by the Operating Partnership (the "Put @ptiotes"). The X-POSSM bear an interest rate d%.hand mature on June 15, 2004,
representing an effective borrowing cost of 7.08%,0f a related put option and certain interet&t paotection agreement costs. Under ce
circumstances, the Put Option Notes could alsorbecsubject to early maturity on June 15, 2004.

In addition, the Company has two Revolving Loangragating $430 million with a syndicate of lendeks.of January 19, 1998, interest on
the outstanding balance on the Revolving Loanspagable monthly at a weighted average interestafae87%.

RECENT DEVELOPMENTS
RECENT ACQUISITIONS

BUSINESS COMBINATION WITH ASSOCIATED CAPITAL PROPERES, INC. In October of 1997, the Company compledebusiness
combination with ACP and acquired a portfolio of@ce properties located in Florida. The ACP Tgaction involved 84 office properties
encompassing 6.4 million rentable square feet apdoximately 50 acres of land for development waithuild-out capacity of 1.9 million
square feet. At December 31, 1997, the ACP Pragzeviere approximately 92% leased to approximatdl@Qltenants including IBM, the
state of Florida, Prudential, Price Waterhouse, AT&TE, Prosource, Lockheed Martin, NationsBank Andustaff. Seventy-nine of the
ACP Properties are located in suburban submanksts the remaining properties located in the cdritsiness districts of Orlando,
Jacksonville and West Palm Beach.

The cost of the ACP Transaction was valued at $6illibn and consisted of the issuance of 2,955 28&mon Units (valued at $32.50 per
Common Unit), the assumption of approximately $48llion of
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mortgage debt ($391 million of which was paid offthe Company on the date of closing), the issuafidd 7,617 shares of Common Stock
(valued at $32.50 per share), a capital expensevesf $11 million and a cash payment of approxatyab24 million. All Common Units

and Common Stock issued in the transaction arestuty restrictions on transfer or redemption thiltexpire over a three-year period. All
lockup restrictions on the transfer of such Comndoits or Common Stock issued to ACP and its affisaexpire in the event of a change of
control of the Company or a material adverse chamgjee financial condition of the Company. Sucktrietions also expire if James R.
Heistand, the former president of ACP, is not apgal or elected as a director of the Company byl@xt7, 1998. Also in connection with
the ACP Transaction, the Company issued to ceaffiilates of ACP warrants to purchase 1,479,2%a# of the Common Stock at $32.50
per share, exercisable after October 1, 2002.

Upon completion of the ACP Transaction, Mr. Heistéiecame a regional vice president of the Compeasgansible for its Florida operatic
and became an advisory member of the Company'stimemt committee. Mr. Heistand is expected to jfoe@xCompany's Board of Directors
and become a voting member of the investment cot@enibis year. Mr. Heistand has over 19 years ofraercial real estate experience in
Florida. Over 100 employees of ACP have joinedGbenpany, including the two other members of ACBfi&r management team, Allen C.
de Olazarra and Dale Johannes.

RIPARIUS TRANSACTION. In closings on December 2997 and January 8, 1998, the Company completediadas combination with
Riparius Development Corporation in Baltimore, Mand involving the acquisition of a portfolio of/& office properties encompassing
369,000 square feet, two office development prejeacompassing 235,000 square feet, 11 acres efopenrent land and 101 additional ax
of development land to be acquired over the nexetlyears (the "Riparius Transaction"). As of DelsenB1, 1997, the in-service properties
acquired in the Riparius Transaction were 99% lgaBke cost of the Riparius Transaction consistelaash payment of $43.6 million. In
addition, the Company has assumed the two offizeldpment projects with an anticipated cost of $286illion expected to be paid in 1998,
and will pay out $23.9 million over the next thiezars for the 101 additional acres of developmemd.|

OTHER RECENT ACQUISITIONS. In addition to the praefies acquired in the ACP Transaction and the Rigafransaction, the Company
acquired 21 office properties encompassing appratdin 1.9 million rentable square feet and oneceffie-development project comprising
309,000 square feet for an aggregate of $196.0omitluring the fourth quarter of 1997.

PENDING ACQUISITIONS

BUSINESS COMBINATION WITH J.C. NICHOLS COMPANY. Obecember 22, 1997, the Company entered into thg&iekgreement
pursuant to which the Company would acquire J.€hbls, a publicly traded Kansas City real estagraing company, with the view that
the Operating Partnership would combine its prgpepierations with J.C. Nichols. J.C. Nichols isjsgbto the information requirements of
the Securities Exchange Act of 1934, as amendel]im@accordance therewith, files reports and oitiermation with the Securities and
Exchange Commission.

J.C. Nichols owns or has an ownership interes¥inffice properties encompassing approximatelyndilbon rentable square feet, 13
industrial properties encompassing approximatelf;@30 square feet, 33 retail properties encompagsgproximately 2.5 million rentable
square feet and 16 multifamily communities with1g&partment units in Kansas City, Missouri and $&sn Additionally, J.C. Nichols has
ownership interest in 21 office properties encorspagsapproximately 1.3 million rentable square feee industrial property encompassing
approximately 200,000 rentable square feet andmrgfamily community with 418 apartment units ie®Moines, lowa. As of December
31, 1997, the properties to be acquired in theNi€hols Transaction were 95% leased.

Consummation of the J.C. Nichols Transaction igettbamong other things, to the approval of 682(# the shareholders of J.C. Nichols.

Under the terms of the Merger Agreement, the Comparuld acquire all of the outstanding J.C. NichGtsmmon Stock. Under the Merger

Agreement, J.C. Nichols shareholders may ele@deive either 1.84 shares of Common Stock or $&%sh for each share of J.C. Nichols

Common Stock. However, the cash payment to J.Chdlicshareholders cannot exceed 40% of the toteideration and the Company may
limit the amount of Common Stock issued to 75%hef tbtal consideration. The exchange ratio is fixed reflects the average closing price
of the Common Stock over
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the 20 trading days preceding the effective dath@Merger Agreement. The cost of the J.C. Nicliodssaction under the Merger
Agreement is approximately $570 million, includiagsumed debt of approximately $250 million, netash of approximately $65 million. If
J.C. Nichols enters into a business combinatioh withird party or otherwise terminates the J.@hNis Transaction, such third party or J.C.
Nichols may be required to pay the Company a t-up fee of up to $14.7 million plus expenses ob%gillion. Under certain other
circumstances, if the J.C. Nichols Transactioeiminated, the terminating party may be requirepayp expenses of $2.5 million to the non-
terminating party.

No assurance can be given that all or part of feNichols Transaction will be consummated or,tHatonsummated, it will follow the tern
set forth in the Merger Agreement. As of the daeebf, certain third parties have expressed aneisitéo J.C. Nichols and/or certain of its
shareholders in purchasing all or a portion ofdhtstanding J.C. Nichols Common Stock at a pricexicess of $65 per share. No assurance
can be given that a third party will not make afeiofo J.C. Nichols or its shareholders to purctabker a portion of the outstanding J.C.
Nichols Common Stock at a price in excess of $65hare or that the board of directors of J.C. Nighvould reject any such offe

The properties to be acquired in the J.C. Nicho&n3action include the Country Club Plaza in Kar&iag which covers 15 square blocks
and includes 1.0 million square feet of retail spdc1 million square feet of office space and dpartment units. As of December 31, 1997,
the Country Club Plaza was approximately 96% leaskhd Country Club Plaza is presently undergoi@a million expansion and
restoration expected to add 800,000 square feetaif, office, hotel and residential space. Additionathe Company intends to implement
additional $240 million of development in the Cayn€lub Plaza previously planned by J.C. Nichols.

Assuming completion of the J.C. Nichols Transagttbe Company and the Operating Partnership wawddeed to the interests of J.C.
Nichols in a strategic alliance with Kessinger/Ham& Company, Inc. ("Kessinger/Hunter") pursuaniuich Kessinger/Hunter manages
leases the office, industrial and retail propertiessently owned by J.C. Nichols in the greaterd&arCity metropolitan area. J.C. Nichols
currently has a 30% ownership interest in the atyiatalliance with Kessinger/Hunter and has twatéaithl options to acquire up to a 65%
ownership in the strategic alliance. Assuming catiph of the J.C. Nichols Transaction, the Compamy the Operating Partnership would
also succeed to the interests of J.C. Nicholsstrategic alliance with R&R Investors, Ltd. pursuemwhich R&R Investors, Ltd. manages
and leases the properties in which J.C. Nicholsamaswnership interest in Des Moines. J.C. Nichals an ownership interest of 50% or n
in each of the properties in Des Moines with R&Rdstors, Ltd. or its principal.

Assuming completion of the J.C. Nichols Transactib@. Nichols would retain its name and operate disision, Barrett Brady, president
and chief executive officer of J.C. Nichols, woblklcome a senior vice president of the Company ressiple for its Midwest operations and
approximately 100 employees of J.C. Nichols wowddcekpected to join the Company. In addition, thenBany would expand its board of
directors to include one independent director $eteby J.C. Nichols.

GARCIA TRANSACTION. The Company has entered intcagneement to acquire 14 office properties encosipgas 87,000 rentable squ
feet, six service center properties encompassidgd@v square feet and 66 acres of developmentitehdmpa, Florida. As of December 31,
1997, the properties to be acquired in the Garcaadaction were 92% leased. The cost of the Garaiasaction will consist of a cash
payment of approximately $87 million and the asstiompof approximately $24 million in secured deblthough the Garcia Transaction is
expected to close by January 30, 1998, no assucamcke given that all or part of the transactidhlve consummated.

OTHER ACQUISITION ACTIVITY. The Company's investnmertommittee continually evaluates potential acquisiopportunities in both
its existing markets and in new markets. Accordingt any particular time, the Company is likelybminvolved in negotiations (at various
stages) to acquire one or more properties or gansfo

S-12



CONCURRENT DEBT OFFERING

At or about the time of this Offering, the OpergtiRartnership is offering $100 million of Mandat@sr Put Remarketed SecuritiesSM
("MOPPRSSM) due 2013 and $100 million of additionasecured notes whose maturity will be determataaticing (the "Notes"). Interest

on the MOPPRS and the Notes will be payable semghnin January and July of each year, commengirig 1998. Except in certain

limited circumstances, the MOPPRS are not subjectdemption by the Operating Partnership untiffiftie anniversary date of their issuat
(the "Remarketing Date"). After the Remarketing@®dhe MOPPRS are subject to redemption by theadlipgrPartnership, in whole or in
part, on substantially the same terms as the NotesNotes are subject to redemption by the Operdartnership, in whole or in part, at any
time, at a redemption price equal to the princgrabunt of the Notes being redeemed plus accruetesttto the redemption date and a make-
whole amount, if any.

The annual interest rates on the MOPPRS to the Fetiteag Date and on the Notes will be determineprizing. On the Remarketing Date,
the MOPPRS will, in all cases, be subject to mamyatender to Merrill Lynch, Pierce, Fenner & Smiititorporated (the "Remarketing
Dealer") or mandatory repurchase by the OperatargnBrship. If the Remarketing Dealer has eleate@market the MOPPRS, except in
certain limited circumstances, (i) the MOPPRS I subject to mandatory tender to the Remarketiegjdd at a price equal to 100% of the
principal amount thereof for remarketing on the Rérating Date and (ii) on and after the Remarkebiage, the MOPPRS will bear interest
at the rate determined by the Remarketing Dealacaordance with procedures set forth in the MORPPRBe Remarketing Dealer for any
reason does not purchase all tendered MOPPRS dretiarketing Date or elects not to remarket the MR®, or in certain other limited
circumstances, the Operating Partnership will logired to repurchase the entire principal amourthefMOPPRS from the beneficial own
thereof at 100% of the principal amount thereofmacrued interest, if any.

The preceding discussion of the MOPPRS and thesNsti@ all respects subject to and qualified sneititirety by reference to the applicable
provisions of the Operating Partnership's prosgestypplement regarding the Concurrent Debt Offeidnige filed with the Securities and
Exchange Commission pursuant to Rule 424(b) oBteurities Act.

FINANCING ACTIVITIESAND LIQUIDITY

In addition to the Concurrent Debt Offering, satlidbelow is a summary description of the otheergdinancing activities of the Company
and the Operating Partnership:

OCTOBER 1997 OFFERING. On October 1, 1997, the Gomsold 7,500,000 shares of Common Stock in aemwritten public offering
for net proceeds of approximately $249 million. Tmelerwriters exercised a portion of their oveotlient option for 1,000,000 shares of
Common Stock on October 6, 1997, raising additioealproceeds of $33.2 million (together with takeson October 1, 1997, the "October
1997 Offering.")

SERIES B PREFERRED OFFERING. On September 25, 1887Company sold 6,900,000 Series B PreferredeSHar net proceeds of
approximately $166.9 million (the "Series B Pre¢erOffering"). Dividends on the Series B Prefer@res are cumulative from the date of
original issuance and are payable quarterly on Mag; June 15, September 15 and December 15 ofyeachcommencing December 15,
1997, at the rate of 8% of the $25 liquidation prefice per annum (equivalent to $2.00 per annurshzee). The Series B Preferred Shares
are not redeemable prior to September 25, 2002.

AUGUST 1997 OFFERING. On August 28, 1997, the Camypantered into two transactions with affiliatedsfion Bank of Switzerland (tl
"August 1997 Offering"). In one transaction, thenggany sold 1,800,000 shares of Common Stock to LiBed for net proceeds of
approximately $57 million. In the other transactitre Company entered into a forward share purchgsement (the "Forward Contract")
with Union Bank of Switzerland, London Branch ("UBB"). The Forward Contract generally provides ttighe price of a share of Comm
Stock is above $32.14 (the "Forward Price") on Asid8, 1998, UBS/LB will return the difference 6hares of Common Stock) to the
Company. Similarly, if the price of a share of CoomBtock on August 28, 1998 is less than the Fahwaice, the Company will pay the
difference to UBS/LB in cash or shares of Commactistat the Company's option.
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X-POSSM OFFERING. On June 24, 1997, a trust forimethe Operating Partnership sold $100 million eP®SSM, which represent
fractional undivided beneficial interests in thestr The assets of the trust consist of, among diiregs, $100 million of Put Option Notes.
The XPOSSM bear an interest rate of 7.19%, represeatirgffective borrowing cost of 7.09%, net of a tedlaput option and certain inter
rate protection agreement costs. Under certaimigistances, the Put Option Notes could also becoinjec to early maturity on June 15,
2004. The issuance of the Put Option Notes andeflaged put option is referred to herein as thePASSM Offering."

PRO FORMA CAPITALIZATION. Assuming completion oféghACP Transaction, the October 1997 Offering, thle&ed Fourth Quarter
1997 Transactions (as defined in "Selected Finabata"), the Garcia Transaction, the Concurrentil@ffering and this Offering, the
Company's pro forma debt and pro forma market abpdtion as of September 30, 1997 would haveddtapproximately $912 million and
$2.7 billion, respectively, and pro forma debt wbhbave represented approximately 28% of total mardgitalization. The pro forma fixed
charge coverage ratio for the nine months endete8dger 30, 1997 would have equaled 2.54x.
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DEVELOPMENT ACTIVITY

The Company has 32 properties under developmeanih@markets totaling approximately 3.3 million tadsle square feet. The following ta
summarizes these Development Projects as of Deae3ib&997:

RENTABLE ESTIMATED COST AT PRE-LEASIN G ESTIMATED
SQUARE FEET COSTS 12/31/97 PERCENTAGE * COMPLETION

(DOLLARS IN THOUSANDS)

NAME LOCATION

OFFICE PROPERTIES:

Ridgefield 111 Asheville 57,000 $ 5485 $ 1,638 0% 2Q98
2400 Century Center Atlanta 135,000 16,195 6,527 0 2Q98
10 Glenlakes Atlanta 254,000 35,135 3,360 0 4Q98
Automatic Data Processing Baltimore 110,000 12,400 3,367 100 3Q98
Riparius Center at Owings Mills  Baltimore 125,000 13,800 2,393 0 2Q99
BB&T** Greenville 70,908 5,851 81 100 2Q98
Patewood VI Greenville 107,000 11,360 5,202 19 2Q98
Colonnade Memphis 89,000 9,400 5,592 73 2Q98
Southwind C Memphis 73,703 7,657 1,245 34 4Q98
Harpeth V Nashville 65,300 6,900 3,108 47 1Q98
Lakeview Ridge Il Nashville 61,300 6,000 2,879 70 1Q98
Southpointe Nashville 103,700 10,878 4,254 26 2Q98
Concourse Center One Piedmont Triad 85,500 8,415 -- 0 1Q99
RMIC Piedmont Triad 90,000 7,650 3,971 100 2Q98
Clintrials Research Triang le 178,000 21,490 12,034 100 2Q98
Situs 11 Research Triang le 59,300 5,857 1,218 0 2Q98
Highwoods Centre Research Triang le 76,000 8,327 960 36 3Q98
Overlook Research Triang le 97,000 10,307 1,083 0 4Q98
Red Oak Research Triang le 65,000 6,394 568 0 3Q98
Rexwoods V Research Triang le 60,507 7,444 5,894 70 1Q98
Markel-American Richmond 106,200 10,650 5,226 52 2Q98
Highwoods V Richmond 67,200 6,620 1,096 100 2Q98
Interstate Corporate Center** Tampa 309,000 8,600 40 23 4Q98
Intermedia (Sabal) Phase | Tampa 120,500 12,500 1,331 100 4Q98
Intermedia (Sabal) Phase Il Tampa 120,500 13,000 662 100 1Q00

OFFICE TOTAL OR WEIGHTED AVERAGE 2,686,618 $ 268,315 $ 73,729 43%
INDUSTRIAL PROPERTIES:
Chastain Il & 11 Atlanta 122,000 $ 4,686 $ 1,359 0% 3Q98
Newpoint Atlanta 118,800 4,660 3,224 20 1Q98
Tradeport 1 Atlanta 87,000 3,070 1,608 0 1Q98
Tradeport 2 Atlanta 87,000 3,070 1,608 0 1Q98
Air Park South Warehouse | Piedmont Triad 100,000 2,929 545 20 1Q98
Airport Center Il Richmond 70,200 3,197 2,732 54 1Q98

INDUSTRIAL TOTAL OR WEIGHTED

AVERAGE 585,000 $ 21,612 $11,076 26%
TOTAL OR WEIGHTED AVERAGE OF ALL
DEVELOPMENT PROJECTS 3,271,618 $289,927 $ 84,805 40%

SUMMARY BY ESTIMATED COMPLETION

DATE:

First Quarter 1998 650,107 $ 37,270 $21,598 41%

Second Quarter 1998 1,063,308 111,436 46,839 54

Third Quarter 1998 373,000 31,807 6,254 37

Fourth Quarter 1998 854,203 74,199 7,059 25

First Quarter 1999 85,500 8,415 -- 0

Second Quarter 1999 125,000 13,800 2,393 0

First Quarter 2000 120,500 13,000 662 100

* Includes letters of intent ** Redevelopment prie

3,271,618 $ 289,927
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THE PROPERTIES

GENERAL

As of December 31, 1997, the Company owned 342e@firoperties and 139 industrial properties located® markets concentrated in the
Southeast. The office properties are generally misiel-and single-story suburban office buildingse Tidustrial properties include 66
warehouse and bulk distribution facilities and @B/&e center properties. The service center ptigsehave varying amounts of office finish
(usually at least 33%) and their rents vary acemylgi The service center properties are suitabieffice, retail, light industrial and
warehouse uses. In the aggregate, management pesel@l of the 481 Properties. The Company provitiEsagement and leasing services
for 465 of the 481 Properties.

The following table sets forth certain informatiaimout the Properties at December 31, 1997 in eGitte Company's 19 markets:

PERCENT OF
TOTAL
RENTABLE RENTABLE ANNUALIZE D PERCENT OF
OFFICE INDUSTRIAL TOTAL SQUARE SQUARE RENTAL TOTAL ANNUALIZED
PROPERTIES PROPERTIES (1) PROPERTIES FEET FEET REVENUE (2 ) RENTAL REVENUE
Research Triangle,

NC..oovevveiee 69 4 73 4,686,120 15.2% $65,314,0 92 17.9%
Atlanta, GA......... 39 31 70 4,824,831 15.5 44,200,0 33 12.2
Tampa, FL........... 42 - 42 2,904,587 9.5 41,772,9 77 11.4
Piedmont Triad,

NC..oovveeine 34 79 113 4,738,992 15.3 36,779,9 25 10.0
South Florida....... 27 - 27 2,384,044 7.8 36,511,0 89 10.0
Nashville, TN....... 15 3 18 1,821,485 5.9 27,183,7 35 7.4
Orlando, FL......... 30 - 30 1,990,148 6.5 23,756,5 39 6.5
Jacksonville, FL.... 16 - 16 1,465,139 4.8 17,367,4 32 4.7
Charlotte, NC....... 15 16 31 1,428,590 4.7 15,158,7 58 4.1
Richmond, VA........ 20 2 22 1,278,726 4.2 14,348,8 78 3.9
Greenville, SC...... 8 2 10 1,001,641 3.3 11,051,1 50 3.0
Memphis, TN......... 9 - 9 606,549 2.0 10,033,0 45 2.7
Baltimore, MD....... 5 - 5 364,434 1.2 7,837,1 21 2.1
Columbia, SC........ 7 - 7 423,738 1.4 5,553,6 03 15
Tallahassee, FL..... 1 - 1 244,676 0.8 3,372,3 55 0.9
Norfolk, VA......... 2 1 3 265,857 0.9 2,843,3 89 0.8
Birmingham, AL...... 1 - 1 115,289 0.4 1,795,2 36 0.5
Asheville, NC....... 1 1 2 124,177 0.4 1,180,0 68 0.3
Ft. Myers, FL....... 1 - 1 51,831 0.2 509,7 20 0.1

Total........ 342 139 481 30,720,854 100.0% $366,569,1 45 100.0%
OFFICE PROPERTIES INDUSTRIAL PROPERTIES (1) TOTAL O R WEIGHTED AVERAGE

Total Annualized Rental Revenue (2)....... $33 1,936,875 $34,632,270 $ 366,569,145

Total rentable square feet................ 2 3,841,565 6,879,289 30,720,854

Percent leased...........cccocvvevnnnn. 94%(3) 93%(4) 94%

Weighted average age (years).............. 12.2(5) 11.4 12.0

(1) Includes 73 service center properties.

(2) Annualized Rental Revenue is December 199afleatenue (base rent plus operating expense lpessgyhs) multiplied by 12.

(3) Includes 47 single-tenant properties comprigrgmillion rentable square feet and 378,000 t@ataquare feet leased but not occupied.
(4) Includes 24 single-tenant properties compridirggmillion rentable square feet and 27,000 rdatafuare feet leased but not occupied.
(5) Excludes the Comeau Building, which is a histdrbuilding constructed in 1926 and renovated986.
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TENANTS

As of December 31, 1997, the Properties were letisagproximately 3,100 tenants, which engageviide variety of businesses. The
following table sets forth information concerniigt20 largest tenants of the Properties as of DieeeBi, 1997:

PERCENT OF
TOTAL
NUMBER ANNUALIZED ANNUALIZED

TENANT OF LEASES RENTAL REVENUE (1) RENTAL REVENUE
1. 13 $ 13,546,185

2. 45 12,059,353

3. 16 6,985,351

4, 45 6,340,084

5. 22 5,215,070

6. 6 2,995,422

7. 21 2,953,191

8. 8 2,887,811

9. 10 2,554,517

10. 10 2,458,637

11. Prudential.........cccccvvvvviieeieneenennnn, 13 2,412,640

12. Jacobs-Sirrene Engineers, Inc.................. 1 2,235,550

13. Price Waterhouse 3 2,047,953

14, US AIrWaysS.....ccooccvnieiiiiiiiiieeeeeeeeenn 4 2,033,940

15. Alex Brown & SOoNS..........cccccevveeeeeennnnnn. 1 1,943,070

16. H.L.P. Health Plan of Florida.................. 2 1,913,005

17. The Martin Agency, INC.........cccceeeeunen. 1 1,863,504

18. Northern Telecom InC..........cccvvvveveennnns 2 1,849,118

19. BB&T oot e, 4 1,845,501

20. ClintrialS....cccoviiiieceeiiiee e e 4 1,812,206

Totaleoooee oo 231

(1) Annualized Rental Revenue is December 199afreavenue (base rent plus operating expense passghs) multiplied by 12.

LEASE EXPIRATIONS OF THE PROPERTIES

The following table sets forth scheduled lease ratioins for leases in place at the Properties &@ecbmber 31, 1997, for each of the next 10
years beginning with the year ended December 38,18suming no tenant exercises renewal optioissterminated due to defau

PERCENTAGE OF

RENTABLE TOTAL LEASED PERCENTAGE OF
SQUARE FEET SQUARE FEET ANNUALIZED TOTAL ANNUALIZED
NUMBER SUBJECT TO REPRESENTED BY RENTAL REVENUE RENTAL REVENUE
OF LEASES EXPIRING EXPIRING UNDER EXPIRING REPRESENTED BY
LEASE EXPIRING EXPIRING LEASES LEASES LEASES (1) EXPIRING LEASES
5,472,375 19.1% $ 66,586,351 18.1%
4,359,990 15.3 53,830,301 14.7
4,755,495 16.7 61,416,484 16.8
3,674,386 12.9 50,688,383 13.8
4,291,018 151 52,199,700 14.2
1,327,060 4.7 18,953,266 5.2
1,085,193 3.8 17,442,729 4.8
851,618 3.0 10,790,905 2.9
1,044,053 3.7 12,819,041 35
535,012 1.9 7,273,331 2.0
1,078,579 3.8 14,568,654 4.0
28,474,779 100.0% $366,569,145 100.0%

(1) Annualized Rental Revenue is December 199ateatenue (base rent plus operating expense lpassyhs) multiplied by 12.
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MANAGEMENT

The following table sets forth certain informatiatth respect to the directors and executive offaarthe Company:

NAME AGE PRINCIPAL OCCUPAT IONS AND OTHER DIRECTORSHIPS

O. Temple Sloan, Jr. 58 Director and Chai rman of the Board of Directors. Mr. Sloan is a foun der
of the predecesso r of the Company. Mr. Sloan is a director of
NationsBank, N.A. Mr. Sloan also serves as chairman of General Parts ,
Inc., a nationwid e distributor of automobile replacement parts, whic h he
founded.

Ronald P. Gibson 53 Director, Preside nt and Chief Executive Officer. Mr. Gibson is a fou nder
of the Company an d has served as president or managing partner of it S
predecessor since its formation in 1978.

John L. Turner 51 Director, Vice Ch airman of the Board of Directors and Chief Investme nt
Officer. Mr. Turn er co-founded Forsyth's predecessor in 1975.

John W. Eakin 43 Director and Seni or Vice President. Mr. Eakin is responsible for
operations in Ten nessee and Alabama. Mr. Eakin was the founder and
president of Eaki n & Smith, Inc. prior to its merger with the Compan y.

Gene H. Anderson 52 Director and Seni or Vice President. Mr. Anderson manages the operati ons
of the Company's Georgia properties. Mr. Anderson was the founder an d
president of Ande rson Properties, Inc. prior to its merger with the
Company.

William T. Wilson Il 43 Director. Mr. Wil son served as executive vice president of the Compa ny
from February 199 5 until June 1997. Mr Wilson joined Forsyth in 1982 and
served as its pre sident from 1993 until its merger with the Company.

Thomas W. Adler 57 Director. Mr. Adl er is a principal of Cleveland Real Estate Partners ,a
fee-based real es tate service company. Mr. Adler has served as a mem ber
of the executive committee and board of governors of the National
Association of Re al Estate Investment Trusts ("NAREIT") and he was
national presiden tin 1990 of the Society of Industrial and Office
Realtors.

William E. Graham, Jr. 68 Director. Mr. Gra ham is a lawyer in private practice with the firm o f
Hunton & Williams . Mr. Graham was a board member, vice chairman and
general counsel o f Carolina Power & Light Company. Mr. Graham serves on
the Raleigh board of directors of NationsBank and the board of direc tors
of BB&T Mutual Fu nds Group.

L. Glenn Orr, Jr. 57 Director. Mr. Orr is a director of Southern National Corporation and was
its chairman of t he board of directors, president and chief executiv e
officer prior to its merger with Branch Banking and Trust.

Willard H. Smith Jr. 61 Director. Mr. Smi th was a managing director of Merrill Lynch. Mr. Sm ith
is @ member of th e board of directors of Cohen & Steers Realty Share S,
Cohen & Steers Re alty Income Fund, Cohen & Steers Special Equity Fun d,
Inc., Cohen & Ste ers Total Return Realty Fund, Cohen & Steers Equity
Income Fund, Esse x Property Trust, Inc., Realty Income Corporation a nd

Willis Lease Fina

ncial Corporation.
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NAME

AGE PRINCIPAL OCCUPAT

Stephen Timko

James R. Heistand

69 Director. Mr. Tim
connection with t
served as associa
University.
45  Senior Vice Presi

IONS AND OTHER DIRECTORSHIPS

ko joined the Board of Directors in February 1995 i
he Company's acquisition of Research Commons. He ha
te vice president of financial affairs for Temple

dent. Mr. Heistand is responsible for operations in

Florida and is an advisory member of the Company's investment commit tee.
Within one year o f the ACP Transaction, Mr. Heistand is expected to join
the Company's Boa rd of Directors and become a voting member of the
investment commit tee. Mr. Heistand was the founder and president of ACP
prior to its merg er with the Company.

Edward J. Fritsch 38 Senior Vice Presi dent and Secretary. Mr. Fritsch is responsible for
operations in Nor th Carolina, Georgia, Virginia and South Carolina. Mr.
Fritsch joined th e Company in 1982.

Carman J. Liuzzo 36 Vice President, C hief Financial Officer and Treasurer. Prior to join ing

Mack D. Pridgen, Il

the Company, Mr.
for Boddie-Noell
Properties, Inc.

48 Vice President an
Pridgen was a par

Liuzzo was vice president and chief accounting offi
Enterprises, Inc. and Boddie-Noell Restaurant

Mr. Liuzzo is a certified public accountant.

d General Counsel. Prior to joining the Company, Mr
tner with Smith Helms Mulliss & Moore, L.L.P.

cer

USE OF PROCEEDS

The net cash proceeds to the Company from theothe shares of Common Stock offered in the Offgis expected to be approximately
$68.2 million (approximately $78.5 million if therlderwriters' over-allotment option is exercisedutt). The Company intends to use the net
proceeds of the Offering to pay down approxima$30.8 million of indebtedness currently outstandingts Revolving Loans and to fund
pending acquisition and development activity. legtraccrues on borrowings under a $280 million Réwvg Loan at an average rate of
LIBOR plus 100 basis points and under a $150 mmilRevolving Loan at an average rate of LIBOR plod8sis points. Interest on the
outstanding balance on the Revolving Loans asmfaly 19, 1998 was payable monthly at a weightedame interest rate of 6.87%.
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PRICE RANGE OF COMMON STOCK AND DISTRIBUTION HISTORY

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

CLOSING PRIC E
PER SHARE DISTRIBUTIONS

————————————————————————————— PER
PERIOD OR QUARTER HIGH LOW SHARE
June 7, 1994 through June 30, 1994................. 172 $19 718 .07$5(1)
Third Quarter 1994..........ccocvvvvieeneeennnn. 20 425
Fourth Quarter 1994....... 5/8 18 3/4  .425
First Quarter 1995.......... 20 425
Second Quarter 1995 172 21 1/4  .450
Third Quarter 1995......... 718 23 718 .450
Fourth Quarter 1995....... 3/8 25 1/2  .450
First Quarter 1996.......... 12 27 3/4  .450
Second Quarter 1996 1/4 26 718  .480
Third Quarter 1996......... 3/8 27 480
Fourth Quarter 1996....... 3/4 28 1/2  .480
First Quarter 1997.......... 1/2 33 .480
Second Quarter 1997 1/2 30 .510
Third Quarter 1997......... 13/16 31 1/16 510
Fourth Quarter 1997........cccevvveiiieeiineans 3/8 33 --
January 1, 1998 through January 21, 1998........... 7/16 35 13/16 -

(1) No distribution was paid during this period.eTéiccrued 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.

On January 21, 1998, the last reported sale pfiteeacCommon Stock on the NYSE was $36 1/16 perestan January 21, 1998, the
Company had 912 stockholders of record.

The Company intends to continue to declare quartiskributions on its Common Stock. However, nsusiances can be given as to the
amounts of future distributions as such distritngiare subject to the Company's cash flow fromatjmers, earnings, financial condition,
capital requirements and such other factors a€tmpany's Board of Directors deems relevant. Thmgamy has determined that 100% of
the per share distribution for 1994, 93% of thegieare distribution for 1995, 81% of the per stthséribution for 1996 and 70% of the per
share distribution for 1997 represented ordinacpine to the stockholders for income tax purposesaséurance can be given that such
percentage will not change in future years.

The Company has adopted a program for the reineegtof distributions under which holders of Comn8inck may elect automatically to
reinvest distributions in additional Common Stothe Company may, from time to time, repurchase Com8Btock in the open market for
purposes of fulfilling its obligations under thistlibution reinvestment program or may elect gsuesadditional Common Stock.
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CAPITALIZATION

The following table sets forth the capitalizatidrttee Company as of September 30, 1997 and on fopra basis assuming (i) the issuance
and sale of the 2,000,000 shares of Common Stdekeaf in the Offering at an offering price of $3& ghare and the anticipated application
of the net proceeds therefrom as described in df§roceeds," (ii) the October 1997 Offering,

(iii) the ACP Transaction, (iv) the Selected Fou@tharter 1997 Transactions

(as defined in "Selected Financial Data"), (v) @&rcia Transaction and (vi) the Concurrent Debeffify all occurred as of September 30,
1997. The capitalization table should be read imjuaction with the Company's financial statememis aotes thereto incorporated by
reference herein and the historical financial statets and pro forma financial statements and rtbsto included in the Company's Current
Report on Form 8-K dated January 22, 1998 incotpdrhy reference herein.

SEPTEMBER 30, 1997

HISTORICAL PRO F ORMA
(IN THOUSANDS)
Debt:
ReVOIVING LOANS......cocovecieciecieceeeee e $ 59,000 $ -
Mortgage NOteS......coevvvvvvviiiiiiiiiieeee e 280,188 401,5 61
6 3/4% Notes due 2003........ccccevveevcceeneees e 100,000 100,0 00
7% Notes due 2006.........ccccevvvevcvenncens e 110,000 110,0 00
Notes offered in Concurrent Debt Offering........ . -- 100,0 00
MandatOry Par Put Remarketed Securities due 2013. ... - 100,0 00
Exercisable Put Option Notes due 2011 (1)........ e, 100,000 100,0 00
Total debt....coociiiiiiiiceee e 649,188 911,5 61
Minority interest in the Operating Partnership..... 174,913 280,9 24
Stockholders' equity:
Preferred Stock, $.01 par value; 10,000,000 autho rized
8 5/8% Series A Cumulative Redeemable Preferre d Shares
(liquidation preference $1,000 per share), 125 ,000 shares issued
and outstanding.......cccocveivicieeeenneeee e 125,000 125,0 00
8% Series B Cumulative Redeemable Preferred Sh ares (liquidation
preference $25 per share), 6,900,000 shares is sued and
outstanding....ccoocveveeiiiiiiiceies e 172,500 172,5 00
Common Stock, $.01 par value; 100,000,000 authori zed, 37,948,435
shares and 48,565,700 shares, respectively, is sued and outstanding
(2) i e 379 4 85
Additional paid-in capital........ccccooeeeeeeee. s 839,912 1,194 ,120
Accumulated defiCit......ccooveeeiiccie s (23,279) (23 ,279)
Total stockholders' equity.......ccccccceeeee. e 1,114,512 1,468 ,826
Total capitalization..........cccceevveneee. $ 1,938,613 $2,661 311

(1) On June 24, 1997, a trust formed by the Opmga®iartnership sold $100 million of Exercisable ®ption Securities ("XPOSSM"), whict
represent fractional undivided beneficial interestihe trust. The assets of the trust consishimipng other things, $100 million of Exercise
Put Option Notes due June 15, 2011 issued by tleeafipg Partnership (the "Put Option Notes"). TRPGSSM bear an interest rate of
7.19% and mature on June 15, 2004, representieffective borrowing cost of 7.09%, net of a relaped option and certain interest rate
protection agreement costs. Under certain circumssts, the Put Option Notes could also become sulgjearly maturity on June 15, 2004.

(2) Excludes (a) 7,083,996 (historical) and 10,853, (pro forma) shares of Common Stock that maigdeed upon redemption of Common
Units (which are redeemable by the holder for aaslat the Company's option, shares of Common Stack one-for-one basis) issued in
connection with the formation of the Company andssguent property acquisitions, including the AG&n$action, (b) 2,500,000 shares of
Common Stock reserved for issuance upon exercisptafns granted pursuant to the Amended and Reki#94 Stock Option Plan, (c)
1,839,290 shares of Common Stock that may be isspex the exercise of outstanding warrants gratategrtain officers in connection with
certain property acquisitions, (d) 354,000 shafé€Sammon Stock that may be issued upon redempfi@ommon Units that may be issued
in connection with certain property acquisitionsl §a) 40,542 shares of Common Stock that may lbedspursuant to earn-out provisions in
an acquisition agreement.
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SELECTED FINANCIAL DATA

The following table sets forth selected financiadl @perating data for the Company on a historindlapro forma basis. The pro forma
operating data for the year ended December 31, h88®een derived by the application of pro forgjastments to the Company's audited
consolidated financial statements incorporatedihdng reference and assumes that the followingstations all occurred as of January 1,
1996: (i) the merger with Eakin & Smith, Inc. atsl &ffiliates, (ii) the issuance of 11,500,000 266,000 shares of Common Stock (the
"Summer 1996 Offerings"), (iii) the merger with Cker, (iv) the issuance of the 6 3/4% notes due20@ the 7% notes due 2006, (v) the
issuance of 2,587,500, 611,626, 344,732 and 13&h&@&s of Common Stock (the "December 1996 Offstin (vi) the acquisition of
Century Center Office Park and an affiliated propeortfolio (the "Century Center Transaction")ii\¢the merger with Anderson Properties,
Inc. and its affiliates (the "Anderson TransactjeriViii) the issuance of 125,000 Series A Preféi®hares (the "Series A Preferred Offerin
(ix) the X-POSSM Offering, (x) the August 1997 Qffe, (xi) the ACP Transaction, (xii) the SeriePBeferred Offering,

(xiii) the October 1997 Offering, (xiv) the SeledtEBourth Quarter 1997 Transactions, (xv) the Garcénsaction, (xvi) the Concurrent Debt
Offering and (xvii) this Offering. The pro formalbace sheet data as of September 30, 1997 haglbdead by the application of pro forma
adjustments to the Company's unaudited consolidatadcial statements incorporated herein by refeeeand assumes that the ACP
Transaction, the October 1997 Offering, the SeteEwurth Quarter 1997 Transactions, the Garciasgetion, the Concurrent Debt Offering
and this Offering occurred as of September 30, 198& pro forma operating data for the nine moetided September 30, 1997 has been
derived by the application of pro forma adjustmeatthe Company's unaudited consolidated finarst&kements incorporated herein by
reference and assumes that the Century Centerdatamns, the Anderson Transaction, the Series Adpred Offering, the X-POSSM
Offering, the August 1997 Offering, the ACP Trargag, the Series B Preferred Offering, the Octal#7 Offering, the Selected Fourth
Quarter 1997 Transactions, the Garcia Transadt@enConcurrent Debt Offering and this Offering ated as of January 1, 1996. The pro
forma information is based upon certain assumptibasare set forth in the notes hereto includediheand in the pro forma financial
statements incorporated by reference herein. Toidopma financial information is unaudited and @& necessarily indicative of what the
financial position and results of operations of @@mpany would have been as of and for the peiiatisated nor does it purport to represent
the future financial position and results of opierad for future periods.

"Selected Fourth Quarter 1997 Transactions" incthdeRiparius Transaction and the following propacquisitions: (i) Winter Circle in
Nashville, TN; (ii) the Shelton portfolio in thedimont Triad; (iii) NationsBank Plaza in Greenvil&C; (iv) Exchange Plaza in Atlanta, C
(v) Cypress West in Tampa, FL; (vi) Marnier Squiar&ampa, FL; (vii) Zurn in Tampa, FL; and (viiij)on in Ft. Lauderdale, FL.

The following information should be read in conjtion with the financial statements and notes tleagtd "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" incorporated by reference herein and th®tical financial statements and pro
forma financial statements and notes thereto iredud the Company's Current Report on Form 8-Kdldsmuary 22, 1998 incorporated by
reference herein.

S-22



PRO FORMA

------------ PRO FORMA
NINE MONTHS NINE MONTHS ENDED ~ ------------
ENDED SEPTEMBER 30, YEAR ENDED YEAR EN DED YEAR ENDED
SEPTEMBER 30 , mmemmmmmmemmememeeeeeees DECEMBER 31, DECEMBER 31, DECEMBER 31,
1997 1997 1996 1996 1996 1995
(DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS )
OPERATING DATA:
Total revenue..............c........ $ 271,822 $ 183,214 $ 87,766 $ 320,677 $ 137, 926 $ 73,522
Rental property operating expenses
(1) iveeeeiee e 86,053 48,995 22,210 119,774 35, 313 17,049
General and administrative.......... 6,694 3,766 6,137 5, 666 2,737
Interest expense.................... 34,771 15,074 60,190 26, 610 13,720
Depreciation and amortization 31,051 13,357 53,835 22, 095 11,082
Income before minority interest..... 85,652 61,703 33,359 80,741 48, 242 28,934
Minority interest................... (15,332 (9,872)  (5,205) (14,453) (6, 782) (4,937)
Income before extraordinary item.... 70,320 51,831 28,154 66,288 41, 460 23,997
Extraordinary item-loss on early
extinguishment of debt............ - (4,665)  (2,140) - 2, 140) (875)
70,320 47,166 26,014 66,288 39, 320 23,122
(18,436 (6,972) - (24,581) - -
Net income available for common
stockholders..........cccooeene.. $ 51,884 $ 40,194 $ 26,014 $ 41,707 $ 39, 320 $ 23,122
Net income per common share......... $ 1.07 $ 112%$ 110%$ 086 $ 1 51 $ 149
BALANCE SHEET DATA
(AT END OF PERIOD):
Real estate, net of accumulated
depreciation...................... $2,610,643 $1,730,906 $ 1,320,758 $ - $1,377, 874 $ 593,066
Total asSetS......cccvvvverveenennns 2,715,768 1,980,178 1,380,910 - 1,443, 440 621,134
Total mortgages and notes payable... 911,561 649,188 597,734 - 555, 876 182,736
OTHER DATA:
FFO(2)..eeivveeieeciiecieeeiieans 111,370 85,782 46,929 110,278 70, 620 40,016
Number of in-service properties..... 501 369 280 501 292 191
Total rentable square feet.......... 31,979,000 21,904,000 16,700,000 31,979,000 17,455, 000 9,215,000

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

(2) Funds From Operations ("FFQO") is defined asimaime, computed in accordance with generally gteckaccounting principles
("GAAP"), excluding gains (losses) from debt restining and sales of property, plus depreciatiocth@mortization and after adjustments for
unconsolidated partnerships and joint ventures.dgament generally considers FFO to be a usefuidinhperformance measurement of an
equity REIT because, together with net income ash dlows, FFO provides investors with an additidizsis to evaluate the ability of a
REIT to incur and service debt and to fund acgois& and other capital expenditures. FFO doesapesent net income or cash flows from
operating, investing or financing activities asidedfl by GAAP. It should not be considered as agr@ditive to net income as an indicator of
the Company's operating performance or to cashsflasva measure of liquidity. FFO does not meashegher cash flow is sufficient to fund
all cash needs including principal amortizatiorpital improvements and distributions to stockhoddéurther, funds from operations statis
as disclosed by other REITs may not be comparalileet Company's calculation of FFO.
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UNDERWRITING

Subject to the terms and conditions containederténms agreement and the related underwritingeageat (collectively, the "Underwriting
Agreement"), the Company has agreed to sell to eftlie underwriters named below (the "Underwrltgrand each of the Underwriters has
severally agreed to purchase from the Companyretfigective number of shares of Common Stock skt Emlow opposite their respective
names. In the Underwriting Agreement, the Undeersgsihave agreed, subject to the terms and conslisienforth therein, to purchase all of
the shares if any of such shares are purchased.

UNDERWRITER NUMB ER OF SHARES
Merrill Lynch, Pierce Fenner & Smith

INCOTPOIAted...cccoiiiiieies s 1,400,000
Legg Mason Wood Walker, INCOrporated................ e 600,000

TOtAl i e 2,000,000

The Underwriters have advised the Company that pnegose initially to offer the shares of CommoacKtto the public at the public offeri
price set forth on the cover page of this ProspseStypplement and to certain dealers at such mssed concession not in excess of $1.00 per
share. The Underwriters may allow, and such deabenrsre-allow, a discount not in excess of $.10gbere on sales to certain other dealers.
After the initial public offering, the public offerg price, concession and discount may be changed.

The Company has granted to the Underwriters amopéixercisable for 30 days after the date ofRinaspectus Supplement, to purchase |
300,000 additional shares of Common Stock to cover-allotments, if any, at the price to the pulidiss the underwriting discount set forth
on the cover page of this Prospectus Supplemettite [&nderwriters exercise this option, each Undéswwill have a firm commitment,
subject to certain conditions, to purchase appratéty the same percentage thereof which the nupflsrares of Common Stock to be
purchased by it shown in the foregoing table b&athe 2,000,000 shares of Common Stock offeredidyer

In the Underwriting Agreement, the Company has edjte indemnify the Underwriters against certaailities, including liabilities under
the Securities Act, or to contribute to paymenéstthnderwriters may be required to make in resgeaeof.

The Company and the executive officers and direatbthe Company have agreed that for a periodafed/s from the date of this Prospe«
Supplement they will not, without the prior writteansent of the Underwriters, sell, offer to sgthnt any option for the sale of, or otherwise
dispose of any shares of Common Stock or any sgaonvertible into or exercisable for shares, @téer the issuance of Common Stock in
connection with property acquisitions, the Compsdyhended and Restated 1994 Stock Option Plareazdhversion of Common Units.

In connection with the Offering, the rules of thec8rities and Exchange Commission permit the Und&ms to engage in certain transacti
that stabilize the price of the Common Stock. Swahsactions may consist of bids or purchaseshfoptirpose of pegging, fixing or
maintaining the price of the Common Stock. If thedgrwriters create a short position in the CommimelSin connection with the Offering
(I.E., if they sell more shares of Common Stockthee set forth on the cover page of this Prosges8typplement), the Underwriters may
reduce that short position by purchasing CommoulSitothe open market. The Underwriters also magtdb reduce any short position by
exercising all or part of the over-allotment optiescribed herein.

The Underwriters also may impose a penalty bidemtain selling group members. This means thatifilnderwriters purchase shares of
Common Stock in the open market to reduce theirt gasition or to stabilize the price of the Comng&tock, they may reclaim the amoun
the selling concession from the selling group memkdo sold those shares as part of the Offering.

In general, purchases of a security for the purpbstabilization or to reduce a syndicate shosifian could cause the price of the security to
be higher than it might otherwise be in the absafiseich purchases. The imposition of a penaltyntight have an effect on the price of a
security to the extent that it were to discouraagales of the security by purchasers in the Offerin
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Neither the Company nor any of the Underwriters @sakny representation or prediction as to the tiireor magnitude of any effect that t
transactions described above may have on the gfite2e Common Stock. In addition, neither the Conypaor any of the Underwriters mal
any representation that the Underwriters will ergggigsuch transactions or that such transactiaree oommenced, will not be discontinued
without notice.

In the ordinary course of their respective busieesthe Underwriters provide investment bankingjsay and other financial services to the
Company and the Operating Partnership for whick teeeive customary fees.

The Common Stock is listed on the NYSE under tmetmt "HIW." The Company has applied for listingtbé shares of Common Stock
offered hereby on the NYSE.

LEGAL MATTERS

Certain legal matters will be passed upon for thenGany by Alston & Bird LLP, Raleigh, North CardinCertain legal matters related to the
Offering will be passed upon for the UnderwriteysAndrews & Kurth L.L.P., Washington, D.C.
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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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