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Commission, acting pursuant to said Section 8(a), determine



PROSPECTUS

HIGHWOODS PROPERTIES, INC.
3,090,141 SHARES OF COMMON STOCK
and
1,479,290 WARRANTS

All of the shares of common stock, par value $.8dghare (the "Common Stock"), and warrants tolmase shares of Common Stock (the
"Warrants") of Highwoods Properties, Inc. (the "Gmany") offered hereby (the "Securities") are beiffgred by the Selling Stockholders.
See "Selling Stockholders." The Company will nateige any of the proceeds from the sale of the B&sioffered hereby; however, the
Company has agreed to bear certain expenses efreggin of the Securities under the Federal aaig stecurities laws.

SEE "RISK FACTORS" AT PAGE 5 FOR CERTAIN FACTORS RE LEVANT TO AN INVESTMENT
IN THE SECURITIES.

The Common Stock is listed on the New York Stocktange (the "NYSE") under the symbol "HIW." To emsthat the Company retains its
status as a real estate investment trust ("REBMhership by any person is limited to 9.8% of thistanding shares of Common Stock, with
certain exceptions. The Warrants are not listedroaxchange.

The Selling Stockholders from time to time may o#ad sell the Securities held by them directlgjriectly through brokers or dealers or in a
distribution by one or more underwriters on a ftommitment or best efforts basis, in the over-theater market, on any national securities
exchange on which the Securities are listed oettath privately negotiated transactions or otheewat market prices prevailing at the tim
sale, at prices related to such prevailing markieep or at negotiated prices. To the extent regyithe names of any agent or broker-dealer
and applicable commissions or discounts and amgredyuired information with respect to any patacwffer will be set forth in an
accompanying Prospectus Supplement. See "Planstriliition."

The Selling Stockholders and any agents or brokateds that participate with the Selling Stockhadde the distribution of the Securities
may be deemed to be "underwriters" within the maguoif the Securities Act of 1933, as amended (@exlrities Act"), and any commission
received by them and any profit on the resale @fShcurities may be deemed to be underwriting casioris or discounts under the
Securities Act. See "Plan of Distribution" for asddption of certain indemnification arrangemergsaeen the Company and the Selling
Stockholders.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COM MISSION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS E.

The date of this Prospectus is February 10, 1



AVAILABLE INFORMATION

The Company is subject to the information requinetm®f the Securities Exchange Act of 1934, as amérithe "Exchange Act"), and in
accordance therewith files reports, proxy statesant other information with the Securities andiaxge Commission (the "Commission™).
Such reports, proxy statements and other informatiay be inspected and copied, at prescribed raitéise public reference facilities of the
Commission at 450 Fifth Street, N.W., Washingto@, 26049, Room 1024, and at the Commission's New ¥&gional office at Seven
World Trade Center, New York, New York 10048 anthat Commission's Chicago regional office at CiticGenter, 500 W. Madison Street,
Chicago, lllinois 60661. Such information, when italale, also may be accessed through the Commissétectronic data gathering, analysis
and retrieval system ("EDGAR") via electronic meansluding the Commission's home page on the metethttp://www.sec.gov). The
Common Stock of the Company is listed on the NY&t such material can also be inspected and capit@ offices of the NYSE, 20
Broad Street, New York, New York 10005.

The Company has filed with the Commission a regfigtn statement on Form3&(the "Registration Statement") under the Seasifict, witt
respect to the Securities registered hereby. Thoispectus ("Prospectus"), which constitutes aqfafie Registration Statement, does not
contain all of the information set forth in the Rtgation Statement and in the exhibits and schesdiilereto. For further information with
respect to the Company and such Common Stockereferis hereby made to such Registration Statemembits and schedules. The
Registration Statement may be inspected withoutgehat, or copies obtained upon payment of presdribes from, the Commission and its
regional offices at the locations listed above. Attements contained herein concerning a providi@my document are not necessarily
complete, and, in each instance, reference is neatiee copy of such document filed as an exhibth®oRegistration Statement or otherwise
filed with the Commission. Each such statementiaiied in its entirety by such reference.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company witle Commission pursuant to the Exchange Act arejiacated herein by reference and
made a part hereof:

a. The Company's annual report on Form 10-K foryte ended December 31, 1996;
b. The description of the Common Stock of the Camypacluded in the Company's Registration Stateroarfform 8A, dated May 16, 199

c. The Company's Current Reports on Form 8-K, dail 1, 1996 (as amended on June 3, 1996 and I8n&996), April 29, 1996 (as
amended on June 3, 1996 and June 18, 1996) (efeeapt financial statements of AP Fontaine llltRars, L.P. for the period from October
28, 1993 (date of inception) through December 3931 and the combined balance sheet of SoutheatyRorp., AP Southeast Portfolio
Partners, L.P. and AP Fontaine Il Partners, lWwhich are not incorporated herein), January 9, 887Aamended on February 7, 1997 and
March 10, 1997), February 12, 1997, August 27, 1@37amended on September 23, 1997), Septemb&®98, September 25, 1997,
October 1, 1997, October 4, 1997, November 17, 188d December 22, 1997; and

d. The Company's quarterly reports on Form 10-QHerperiods ended March 31, 1997, June 30, 199 Baptember 30, 1997.

All documents filed by the Company with the Comnmagpursuant to Sections 13(a) and 13(c) of thehBrge Act and any definitive proxy
statements so filed pursuant to Section 14 of tteh&nge Act and any reports filed pursuant to $actb(d) of the Exchange Act after the
date of this Prospectus and prior to the termimatiibthe offering of the Securities shall be deerueeble incorporated by reference into this
Prospectus and to be a part hereof from the ddikngf of such documents. Any statement contaiimed document incorporated by reference
herein shall



be deemed to be modified or superseded for theopagof this Prospectus to the extent that a seatecontained herein or in any other
subsequently filed document which is incorporatgddierence herein modifies or supersedes sucteesathtement. Any such statements
modified or superseded shall not be deemed, exxepd modified or superseded, to constitute agbainis Prospectus.

The Company will furnish without charge upon writter oral request to each person to whom a coplyi®frospectus is delivered, includi
any beneficial owner, a copy of any or all of tleedments specifically incorporated herein by rafeeg(not including the exhibits to such
documents, unless such exhibits are specificatlgriporated by reference in such documents). Regjshsuld be made to: Investor Relatic
3100 Smoketree Court, Suite 600, Raleigh, Nortroltea 27604. The Company's telephone number is)(818-4924.

THE COMPANY

The Company is a self-administered and self-managgcestate investment trust ("REIT") that begperations through a predecessor in
1978. The Company owns a portfolio of 480 in-sexwffice and industrial properties (the "Propetjiemcompassing approximately 31.0
million rentable square feet. The Properties camgi841 office properties and 139 industrial pmtjes (including 73 service centers), located
in 19 markets in North Carolina, Florida, Tennes$égginia, Georgia, South Carolina, Maryland anidlfama. As of September 30, 1997,
Properties were approximately 91% leased to appratdly 3,200 tenants.

In addition, the Company has 33 properties (2&effiroperties and seven industrial propertieségcbilely, the "Development Projects"))
under development in North Carolina, Virginia, Teasee, Maryland and South Carolina, which will emgass approximately 3.1 million
square feet. The Company also owns approximatélya8fes (and has agreed to purchase an additidfa®es) of land for future
development (collectively, the "Development Landfe Development Land is zoned and available fiicefind/or industrial development,
substantially all of which has utility infrastruceualready in place.

The Company conducts substantially all of its atéig through, and all of the Properties are héldatly or indirectly by, Highwoods/Forsyth
Limited Partnership (the "Operating Partnershipfje Company is the sole general partner of the &jpey Partnership and owns 82% of the
common partnership interests (the "Common Units'the Operating Partnership. The remaining Commuoitstare owned by limited
partners (including certain officers and directoirthe Company). Each Common Unit may be redeemgetidbholder thereof for the cash
value of one share of Common Stock or, at the Caryipaption, one share (subject to certain adjusts)ef Common Stock. With each si
exchange, the number of Common Units owned by tiragany and, therefore, the Company's percentageesitin 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, construatibméscellaneous tenant services for its propedsesell as for third parties. The
Company conducts its third-party fee-based sentimerigh Highwoods/ Tennessee Properties, Incha@lywowned subsidiary of the
Company, and Highwoods Services, Inc., a wholly esveubsidiary of the Operating Partnership.

The Company was formed in Maryland in 1994. The Gany's executive officers are located at 3100 Stne&eCourt, Suite 600, Raleigh,
North Carolina 27604, and its telephone numbe®18) 87:-4924. The Company also maintains regional offiné#/inston-Salem,
Greensboro and Charlotte, North Carolina; Richma&fidyinia; Nashville and Memphis, Tennessee; Attareorgia; and Tampa and Boca
Raton, Florida.



RISK FACTORS

THIS PROSPECTUS CONTAINS FORWARD-LOOKING STATEMENTBHESE STATEMENTS ARE IDENTIFIED BY WORDS
SUCH AS "EXPECT," "ANTICIPATE," "SHOULD" AND WORD®F SIMILAR IMPORT. ACTUAL RESULTS MAY DIFFER
SIGNIFICANTLY FROM THOSE PROJECTED IN THE FORWARDOOKING STATEMENTS. FACTORS THAT MIGHT CAUSE
SUCH A DIFFERENCE INCLUDE, BUT ARE NOT LIMITED TOTHOSE DISCUSSED BELOW UNDER "RISK FACTORS." AN
INVESTMENT IN THE COMMON STOCK INVOLVES VARIOUS RI&S. THE FOLLOWING INFORMATION, IN CONJUNCTION
WITH THE OTHER INFORMATION CONTAINED IN THIS PROSRETUS, SHOULD BE CAREFULLY CONSIDERED BY
PROSPECTIVE PURCHASERS OF THE SHARES.

Geographic Concentration

The Company's revenues and the value of its Pliepeartay be affected by a number of factors, incigdhe local economic climate (which
may be adversely affected by business layoffs, @@img, industry slowdowns, changing demographias @ther factors) and local real es
conditions (such as oversupply of or reduced denfiandffice, industrial and other competing comnigrproperties). The Properties are
located in 18 southeastern markets, and, baseépterSber 1997 results, approximately 34% of thel sntnualized rental revenue is
represented by Properties located in North Car@mapproximately 35% of the total annualizedakrvenue is represented by Properties
located in Florida. The Company's performance #ndhility to make distributions to stockholdershisrefore dependent on the economic
conditions in the Southeast, particularly in NoB#rolina and Florida. There can be no assuranteths continued growth of the
southeastern economy.

Tax Consequences upon Sale or Refinancing of Propies

Holders of Common Units may suffer adverse tax egnences upon the sale or refinancing of any o€mapany's properties; therefore,
such holders, including certain of the CompanyfEefs and directors, and the Company may haverdifft objectives regarding the
appropriate pricing and timing of any sale or refining of such properties. Although the Companyhasole general partner of the
Operating Partnership, has the exclusive authastio whether and on what terms to sell or refinamrcindividual property, those members
of the Company's management and Board of Diregtbshold Common Units may influence the Companytaaell or refinance certain
properties even though such sale or refinancindihatherwise be financially advantageous to the Gamy.

Limitations on Acquisition and Change in Control

Ownership Limit. The Company's Articles of Incorption prohibit ownership of more than 9.8% of thistanding Common Stock by any
person. Such restriction is likely to have the effef precluding acquisition of control of the Coamy by a third party without consent of the
Board of Directors even if a change in control wiarthe interest of stockholders.

Required Consent of the Operating Partnership ifgmificant Corporate Action. The Company may nogj&ge in certain change of control
transactions without the approval of the holdera ofajority of the outstanding Common Units. Shabtkel Company ever own less than a
majority of the outstanding Common Units, this ngtrequirement might limit the possibility for adsjtion or change in the control of the
Company. The Company owns approximately 82% ofatwmon Units.

Staggered Board. The Board of Directors of the Camgrhas three classes of directors, the terms whwhill expire in staggered, three-year
intervals. The staggered terms for directors méscathe stockholders' ability to change controthef Company even if a change in control
were in the stockholders' interest.

Operating Partnership Agreement. The OperatingiPestip Agreement was recently amended to clan#yprovisions relating to limited
partners' redemption rights in the event of certhianges of control of the Company.
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Because these provisions require an acquiror teemakvision under certain circumstances to mairtteenrOperating Partnership structure
maintain a limited partner's right to continue tdchCommon Units with future redemption rights, #mendment could have the effect of
discouraging a third party from making an acquisitproposal for the Company.

Shareholders Rights Plan. On October 4, 1997, trepgany's Board of Directors adopted a Shareholgists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each shareholder of record on such dateRights have certain anti-takeover effect® Rights will cause substantial dilution to
a person or group that attempts to acquire the @ognpn terms not approved by the Company's BoaRirettors. The Rights should not
interfere with any merger or other business contlminaapproved by the Board of Directors since tigh®& may be redeemed by the
Company for $.01 per Right prior to the time thaeason or group has acquired beneficial ownershib% or more of the Common Stock.

Adverse Impact on Distributions of Failure to Qualfy as a REIT

The Company and the Operating Partnership inteiogéoate in a manner so as to permit the Compargntain qualified as a REIT under
the Internal Revenue Code of 1986, as amended@ibae"). 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 fstritiutions to stockholders in computing taxableome and would be subject to Federal
income tax (including any applicable alternativenimium tax) on its taxable income at regular corporates.

Real Estate Investment Risks

General Risks. Real property investments are sutgje@rying degrees of risk. The yields availdipten equity investments in real estate
depend in large part on the amount of income geée@i@nd expenses incurred. If the Company's priegetb not generate revenues sufficient
to meet operating expenses, including debt serteoant improvements, leasing commissions and atggtal expenditures, the Company
may have to borrow additional amounts to coverdigests, and the Company's cash flow and abilitpate distributions to its stockholders
will be adversely affected.

The Company's revenues and the value of its priegartay be adversely affected by a number of factocluding the national economic
climate; the local economic climate; local reabéstconditions; the perceptions of prospectivertenaf the attractiveness of the property; the
ability of the Company to provide adequate managemeaintenance 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 projgsricompete with the Company's properties in dttrg¢enants to lease space. Some of
these competing properties are newer or bettetdddhan some of the Company's properties. Sigmfidevelopment of office or industrial
properties in a particular area could have a nadteffect on the Company's ability to lease spadtsiproperties and on the rents charged.

Bankruptcy and Financial Condition of Tenants. Ay ime, a tenant of the Company's properties neak she protection of the bankruptcy
laws, which could result in the rejection and teration of such tenant's lease and thereby causguation in the cash flow available for
distribution by the Company. Although the Compaag hot experienced material losses from tenantrbptdies, no assurance can be given
that tenants will not file for bankruptcy protectio the future or, if any tenants file, that theyl affirm their leases and continue to make
rental payments in a timely manner. In additiotersant from time to time may experience a downturits business, which may weaken its
financial condition and result in the failure to keaental payments when due. If tenant leasesare n
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affirmed following bankruptcy or if a tenant's fimdal condition weakens, the Company's income neagdversely affected.

Renewal of Leases and Re-letting of Space. The @agnpwill be subject to the risks that upon expoatof leases for space located in its
properties, the leases may not be renewed, the spag not be re-let or the terms of renewal oettAg (including the cost of required
renovations) may be less favorable than curreseléarms. If the Company were unable to promptlgtrer renew the leases for all or a
substantial portion of this space or if the renéés upon such renewal or re-letting were sigaifity lower than expected rates, then the
Company's cash flow and ability to make expectsttidutions to stockholders may be adversely adfect

llliquidity of Real Estate. Equity real estate istments are relatively illiquid. Such liquidity Wiend to limit the ability of the Company to
vary its portfolio promptly in response to changesconomic or other conditions. In addition, thed€ limits the Company's ability to sell
properties held for fewer than four years, whiclyratiect the Company's ability to sell propertigthaut adversely affecting returns to
holders of Common Stock.

Changes in Laws. Because increases in incomecsepvitransfer taxes are generally not passeddhrtuutenants under leases, such
increases may adversely affect the Company's tashahd its ability to make distributions to stockdhers. The Properties are also subject to
various Federal, state and local regulatory requéirgs, such as requirements of the Americans wighHtilities Act and state and local fire
and life safety requirements. Failure to complymvitese requirements could result in the impositibiines by governmental authorities or
awards of damages to private litigants. The Commatigves that the Properties are currently in dampe with all such regulatory
requirements. However, there can be no assuraatéhtise requirements will not be changed or teat requirements will not be imposed
which would require significant unanticipated exgitures by the Company and which could have anm@éveffect on the Company's cash
flow and expected distributions.

Risk of Development, Construction and Acquisition Ativities

The Company intends to actively continue develograed construction of office and industrial propest including development on the
Development Land. Risks associated with the Compalgvelopment 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 availabiefavorable terms for development of a propeityd 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 managetseime 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 autatons.

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

Financing Risks

Debt Financing. The Company and the Operating Besfip are subject to the risks associated with filgdncing, including the risk that the
cash provided by operating activities will be irfgtiént to meet required payments of principal amtdrest, the risk of rising interest rates on
floating rate debt, the risk that the Company dred@perating Partnership will not be able to premarefinance existing indebtedness (which
generally will not have been fully amortized at oréy) or that the terms of such refinancing wilittbe as favorable as the terms of existing
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indebtedness. If refinancing of such indebtednesfdmot be secured on acceptable terms, the Cogradior the Operating Partnership
might be forced to dispose of properties upon digathgeous terms, which might result in lossesraigtht adversely affect the cash flow
available for distribution to equity holders or fiebt service. An inability to secure refinancimyilel also cause the Company to issue equity
securities when its valuation is low, which couttVersely affect the market price of such securifiegddition, if a property or properties are
mortgaged to secure payment of indebtedness artidimpany is unable to meet mortgage payments, tirigage securing the property

could be foreclosed upon by, or the property ctnglatherwise transferred to, the mortgagee witbresequent loss of income and asset value
to the Company.

Risk of Rising Interest Rates. The Company andtperating Partnership have incurred and expedtariuture to incur floating rate
indebtedness in connection with the acquisition denelopment of properties as well as for otheppses. Also, additional indebtedness that
the Company and the Operating Partnership incuewihg existing revolving credit facility bearsangst at a floating rate. Accordingly,
increases in interest rates would increase intemsss (to the extent that the related indebtedwassnot protected by interest rate protection
arrangements).

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 law, awner or operator of real estate is liable for¢bsts of removal or remediation of
certain hazardous or toxic substances on or in ptmberty as well as certain other costs, includjagernmental fines and injuries to persons
and property. Such laws often impose such liabililhout regard to whether the owner or operat@avkiof, or was responsible for, the
presence of such hazardous or toxic substancegrébence of such substances, or the failure ted&te 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 thescoStemoval or remediation of such
substances at a disposal or treatment facility thdreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestos- contajmmaterials ("ACM"), and third parties may seekonegry from owners or operators of real
property for personal injuries associated with AGMhumber of the Properties contain ACM or matettiat is presumed to be ACM. In
connection with the ownership and operation opitsperties, the Company may be liable for suchscdstaddition, it is not unusual for
property owners to encounter on-site contaminateursed by ofbite sources, and the presence of hazardous ardokstances at a site in
vicinity of a property could require the propertyrer to participate in remediation activities inteén cases or could have an adverse effect
on the value of such property. In a few situati@mm)tamination from adjacent properties has migratgo property owned by the Company;
however, based on current information, managentaiieoCompany does not believe that any significantedial action is necessary at these
affected sites.

As of the date hereof, substantially all of thegemties had been subjected to a Phase | enviroairesgessment. These assessments have n
revealed, nor is management of the Company awasngfenvironmental liability that it believes wduiave a material adverse effect on the
Company's results of operations, liquidity or fineh position taken as a whole. This projectionwbwer, could prove to be incorrect
depending on certain factors. For example, the @Gmyp assessments may not reveal all environmigtidities, or may underestimate the
scope and severity of environmental conditions ntesk with the result that there may be materigirenmental liabilities of which the
Company is unaware, or material environmental liéds may have arisen after the assessments vegfermed of which the Company is
unaware. In addition, assumptions regarding groateiflow and the existence and source of contatinimare based on available sampling
data, and there are no assurances that the detalse in all cases. Moreover, there can be sarasce that (i) future laws, ordinances or
regulations will not impose any material environtafiability or (ii) the current environmental cdition of the Properties will not be affec

by tenants, by the condition of land or operatiorhe vicinity of the Properties, or by third gag unrelated to the Company.
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Some tenants use or generate hazardous substarnthesordinary course of their respective busiresBeese tenants are required under their
leases to comply with all applicable laws and asponsible to the Company for any damages resuitimg the tenants' use of the property.
The Company is not aware of any material envirortadggroblems resulting from tenants' use or gef@raif hazardous substances. There
are no assurances that all tenants will comply thighterms of their leases or remain solvent aatlttte Company may not at some point be
responsible for contamination caused by such tenant

USE OF PROCEEDS

This Prospectus relates to Securities being offaretisold for the accounts of the Selling Secualgérs. The Company will not receive any
proceeds from the sale of the Securities but vaill pll expenses related to the registration oSeurities.

DESCRIPTION OF CAPITAL STOCK OF THE COMPANY
General

The authorized capital stock of the Company cosgisti 10,000,000 shares of capital stock, $.0vphare, of which 100,000,000 shares are
classified as Common Stock and 10,000,000 shaeedlassified as preferred stock ("Preferred StocKig following description of the terms
and provisions of the shares of capital stock ef@ompany and certain other matters does not puigpbe complete and is subject to and
qualified in its entirety by reference to the apable provisions of Maryland law and the Compaaytgles of Incorporation and Bylaws, as
amended.

Common Stock

Each holder of Common Stock is entitled to one abtstockholder meetings for each share of ComntockSheld. Neither the Articles of
Incorporation nor the Bylaws provide for cumulatixaing for the election of directors. Subjecthe fprior rights of any series of Preferred
Stock that may be classified and issued, holde@oofimon Stock are entitled to receive, pro ratehslividends as may be declared by the
Board of Directors out of funds legally availabhetefor, and also are entitled to share, pro matany other distributions to stockholders. The
Company currently pays regular quarterly dividettdsolders of Common Stock. Holders of Common Stbekot have any preemptive
rights or other rights to subscribe for additioslahres.

The Common Stock is listed for trading on the Neark/'Stock Exchange (the "NYSE").
Series A Preferred Shares

The following description of the Company's 8 5/8%i8s A Cumulative Redeemable Preferred Sharesghae $.01 per share (the "Serie
Preferred Shares"), is in all respects subjechtbcualified in its entirety by reference to theligable provisions of the Company's Articles
of Incorporation, including the Articles Supplemanmytapplicable to the Series A Preferred Shares.ddmpany is authorized to issue
143,750 Series A Preferred Shares, 125,000 of whérke issued and outstanding as of the date hereof.

With respect to the payment of dividends and amsupbn liquidation, the Series A Preferred Shaaak pari passu with the Series B
Preferred Shares (discussed below) and with argr eftpuity securities of the Company the terms datlwprovide that such equity securities
rank on a parity with the Series A Preferred Sharesrank senior to the Common Stock and any @tyeity securities of the Company
which by their terms rank junior to the Series Aferred Shares. Dividends on the Series A Preféhedes are cumulative from the date of
original issue and are payable quarterly on or atlmulast day of February, May, August and Noverdieach year commencing May 31,
1997, at the rate of 8 5/8% of the liquidation prehce per annum (equivalent to $86.25 per annurshaee). Dividends on the Series A
Preferred Shares will accrue whether or not the @ has earnings, whether or not there are fuagidly available for the payment of such
dividends and whether or not such dividends aréadet. The Series
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A Preferred Shares have a liquidation preferencgl@00 per share, plus an amount equal to anyed@nd unpaid dividends.

The Series A Preferred Shares are not redeemablet@iFebruary 12, 2027. On and after February2027, the Series A Preferred Shares
will be redeemable for cash at the option of then@any, in whole or in part, at $1,000 per shanes plny accrued and unpaid dividends
thereon to the date fixed for redemption. The rguté@m price (other than the portion thereof comsgsbf accrued and unpaid dividends) is
payable solely out of the sale proceeds of otheitalastock of the Company, which may include otberies of Preferred Stock, and from no
other source.

If dividends on the Series A Preferred Sharesraegriears for six or more quarterly periods, whettenot such quarterly periods are
consecutive, holders of the Series A Preferredesh@oting separately as a class with all othéesaf Preferred Stock upon which like
voting rights have been conferred and are exeregalbll be entitled to vote for the election ofdvadditional directors to serve on the Board
of Directors of the Company until all dividend arages have been paid.

The Series A Preferred Shares are not convertitdxahangeable for any other property or securitfahe Company. The Series A Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.

Series B Preferred Shares

The following description of the Company's 8% SeBeCumulative Redeemable Preferred Shares, pae $01 per share (the "Series B
Preferred Shares"), is in all respects subjechtbcualified in its entirety by reference to thekgable provisions of the Company's Articles
of Incorporation, including the Articles Supplemeanytapplicable to the Series B Preferred Shares.Gdmpany is authorized to issue
6,900,000 Series B Preferred Shares, all of whietevissued and outstanding as of the date hereof.

With respect to the payment of dividends and ansupbn liquidation, the Series B Preferred Shask pari passu with the Series A
Preferred Shares and with any other equity seeardf the Company the terms of which provide thahsequity securities rank on a parity
with the Series B Preferred Shares and rank sémitve Common Stock and any other equity securitiegee Company which by their terms
rank junior to the Series B Preferred Shares. @it on the Series B Preferred Shares are cuneufadm the date of original issue and are
payable quarterly on March 15, June 15, Septenthantl December 15 of each year commencing Decebdhdn97, at the rate of 8% of
$25 liguidation preference per annum (equivaler$2®0 per annum per share). Dividends on the S8riereferred Shares will accrue
whether or not the Company has earnings, whetheotthere are funds legally available for the pagtrof such dividends and whether or
not such dividends are declared. The Series B Reef&hares have a liquidation preference of $25lpare, plus an amount equal to any
accrued and unpaid dividends.

The Series B Preferred Shares are not redeemabte@September 25, 2002. On and after Septemhe2@2, the Series B Preferred Shi
will be redeemable for cash at the option of then@any, in whole or in part, at $25 per share, plugaccrued and unpaid dividends thereon
to the date fixed for redemption. The redemptianep(other than the portion thereof consistingaifraed and unpaid dividends) is payable
solely out of the sale proceeds of other capitatlsbf the Company, which may include other seofggreferred stock, and from no other
source.

If dividends on the Series B Preferred Sharesraagrears for six or more quarterly periods, whethienot such quarterly periods are
consecutive, holders of the Series B Preferredesh@oting separately as a class with all othaesaf preferred stock upon which like
voting rights have been conferred and are exeregalbll be entitled to vote for the election ofdvadditional directors to serve on the Board
of Directors of the Company until all dividend arages have been paid.

The Series B Preferred Shares are not convertitdgahangeable for any other property or securifdbe Company. The Series B Preferred
Shares are subject to certain restrictions on osimigintended to preserve the Company's statufR&d B for Federal income tax purposes.
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Preferred Stock

Under the Company's Articles of Incorporation, Baard of Directors may issue, without any furthetian by the stockholders, shares of
capital stock in one or more series having sucfepgaces, conversion and other rights, voting pewestrictions, limitations as to dividen
qualifications and terms and conditions of redempts the Board of Directors may determine andasle evidenced by Articles
Supplementary to the Articles of Incorporation agdgby the Board of Directors.

Through its power to establish the preferencesrigidis of additional series of capital stock withéwrther stockholder vote, the Board of
Directors may afford the holders of any seriesarfiar capital stock preferences, powers and righusng or otherwise, senior to the rights of
holders of Common Stock. The issuance of any sentoscapital stock could have the effect of delgyor preventing a change in control of
the Company.

Warrants

Beginning October 1, 2002, each Warrant entitleshibider thereof to purchase, at a purchase peicshare of $32.50, subject to adjustm:
relating to stock splits or the issuance of stoeidends, rights, options, warrants, convertiblerchangeable securities or distributions of
securities (the "Purchase Price"), a number ofeshaf Common Stock less than or equal to the nuwib&rares of such Common Stock so
stated in each such Warrant. Alternatively, thalaobf a Warrant may, at his election, opt to reeei number of shares of Common Stock
equal to the quotient of (i) the value of the Wat(s) exercised, where such value is calculatetie@product of (a) the number of shares
covered by the exercise of such Warrant(s) timgsh@excess of the fair market value per shateamhmon Stock over the Purchase Price
divided by (i) the fair value of a single share@Gdmmon Stock. The Warrants have not been approvdidting on any national securities
exchange.

Classification of Board of Directors; Removal of Diectors; Other Provisions

The Company's Articles of Incorporation provide floe Board of Directors to be divided into thregssles of directors, with each class to
consist as nearly as possible of an equal numbairedtors. At each annual meeting of stockholdtes class of directors to be elected at
meeting will be elected for a three-year term, tireddirectors in the other two classes will corgitmu office. Because holders of Common
Stock will have no right to cumulative voting fdret election of directors, at each annual meetirgfadkholders, the holders of a majority of
the shares of Common Stock will be able to eldaifehe successors of the class of directors witeise expires at that meeting.

The Articles of Incorporation also provide thatcegt for any directors who may be elected by haldém class or series of capital stock ¢
than Common Stock, directors may be removed onlgdose and only by the affirmative vote of stodédkos holding at least two-thirds of
the votes entitled to be cast for the electionigdadors. Vacancies on the Board of Directors mayilked by the affirmative vote of the
remaining directors.

These provisions may make it more difficult andgioonsuming to change majority control of the Baafr®irectors of the Company and,
thus, may reduce the vulnerability of the Compamgrt unsolicited proposal for the takeover of tieen@any or the removal of incumbent
management. The Company's officers and directerard will be indemnified under Maryland law, theiéles of Incorporation of the
Company and the agreement of limited partnershib@fOperating Partnership (the "Operating Parhigrsgreement") against certain
liabilities, including liabilities under the Sectigis Act. Insofar as indemnification for liabilise@rising under the Securities Act may be
permitted to directors, officers or persons cotitrglthe Company, the Company has been informetditithe opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ad & therefore unenforceable.
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Certain Provisions Affecting Change of Control

General. Pursuant to the Company's Articles of ipe@ation and the Maryland General Corporation I(ghve "MGCL"), the Company cannot
merge into or consolidate with another corporatioenter into a statutory share exchange transattiovhich it is not the surviving entity or
sell all or substantially all of the assets of @@mpany unless the Board of Directors adopts dutso declaring the proposed transaction
advisable and a majority of stockholders entitte@dte thereon (voting together as a single clagpjove the transaction. In addition, the
Operating Partnership Agreement requires that aoly merger or sale of all or substantially alllué tissets of the Operating Partnership be
approved by a majority of the holders of Commonts)including Common Units owned by the Company).

Maryland Business Combination and Control Shareu&ts. The MGCL establishes special requiremerits espect to business
combinations between Maryland corporations andésted stockholders unless exemptions are appdicAbhong other things, the law
prohibits for a period of five years a merger atfteo specified or similar transactions betweenragany and an interested stockholder and
requires a super majority vote for such transastafter the end of the five-year period. The ComgfsaArticles of Incorporation contain a
provision exempting the Company from the requiret®@md provisions of the Maryland business comhlinattatute. There can be no
assurance that such provision will not be amendedpealed at any point in the future.

The MGCL also provides that control shares of ayNéend corporation acquired in a control share agitjoh have no voting rights except to
the extent approved by a vote of two-thirds ofibtes entitled to be cast on the matter, excludhmayes owned by the acquiror or by officers
or directors who are employees of the Company.cbimrol share acquisition statute does not appshtires 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 Comfmbylaws contain a provision exempting from thatoal share acquisition statute any
and all acquisitions by any person of the Compastg'sk. There can be no assurance that such prowvisll 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 Margll@usiness combination statute)
may not be amended without the affirmative votatdeast a majority of the shares of capital simatstanding and entitled to vote thereon
voting together as a single class, provided thaaeprovisions 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 votoggther as a single cla
The Company's bylaws may be amended by the Bodbirettors or a majority of the shares cast of idysitock entitled to vote thereupon at
a duly constituted meeting of stockholders.

If either of the foregoing exemptions in the Argislof 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 Transfée the Company to remain qualified as a REITannde Code, not more than 50% in
value of its outstanding shares of capital stock m@mowned, directly or indirectly, by five or femiadividuals (defined in the Code to inclt
certain entities) during the last half of a taxajgar, and such shares must be beneficially owgeldB or more persons during at least 335
days of a taxable year of 12 months or during @@nrtionate part of a shorter taxable year. To enghait the Company remains a qualified
REIT, the Articles of Incorporation provide that holder (other than persons approved by the direetbtheir option and in their discretion)
may own, or be deemed to own by virtue of thelaition provisions of the Code, more than 9.8% (enership Limit") of the issued and
outstanding capital stock of the Company. The Badudirectors may waive the Ownership Limit if egitte satisfactory to the Board of
Directors and the Company's tax counsel is predehtd the changes in ownership will not jeopardimeCompany's status as a REIT.
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If any stockholder purports to transfer sharespem@on and either the transfer would result inGbenpany failing to qualify as a REIT, or
stockholder knows that such transfer would causdrtinsferee to hold more than the Ownership Litié,purported transfer shall be null :
void, and the stockholder will be deemed not toehmansferred the shares. In addition, if any petsads shares of capital stock in excess of
the Ownership Limit, such person will be deemeddtul the excess shares in trust for the Comparynait receive distributions with respect
to such shares and will not be entitled to votéhssitares. The person will be required to sell sinares to the Company for the lesser of the
amount paid for the shares or the average closing for the 10 trading days immediately precedhmgredemption or to sell such shares at
the direction of the Company, in which case the gany will be reimbursed for its expenses in conpaavith the sale and will receive any
amount of such proceeds that exceeds the amoumipsuson paid for the shares. If the Company réyases such shares, it may pay for the
shares with Common Units. The foregoing restriction transferability and ownership will not apdiyhie Board of Directors and the
stockholders (by the affirmative vote of the hofdef two-thirds of the outstanding shares of cagtiack entitled to vote on the matter)
determine that it is no longer in the best inter@$tthe Company to continue to qualify as a REIT.

All certificates representing shares of capitatktbear a legend referring to the restrictions diesd above.

Every beneficial owner of more than 5% (or suchdopercentage as required by the Code or regutati@reunder) 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 ownedsagtescription 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 ohstockholder's direct, indirect and constructiweership of such shares on the Company's
status as a REIT.

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

Operating Partnership Agreement. The OperatinghBesthip Agreement requires that any merger (uthessurviving entity contributes
substantially all of the assets of the Operatingriéaship for Common Units) or sale of all or salnsially all of the assets of the Operating
Partnership be approved by a majority of the haldéiCommon Units (including Common Units ownedtoy Company). The Operating
Partnership Agreement also contains provisionsingldo a limited partner's redemption right in theent of certain changes of control of the
Company and under certain circumstances allowknited partners to continue to hold Common Unitsghie Operating Partnership

following such a change of control, thereby maimitag the tax basis in their Common Units. The cedezthanges of control (each, a "Trigger
Event") are: (i) a merger involving the companynich the Company is not the surviving entity;

(i) a merger involving the Company in which ther@many is the survivor but all or part of the Comgarshares are converted into securities
of another entity or the right to receive cash; @iidthe transfer by the Company to another gmit substantially all of the assets or earning
power of the Company or the Operating Partnership.

Upon occurrence of a Trigger Event, the rights tifnited partner to receive a share of the Commaogimmon stock (a "REIT Share") or ¢
equal to the fair market value of a REIT Share ugmlemption of a Common Unit is converted intorigat to receive a share (a
"Replacement Share") or cash equal to the fair etarlue thereof of the acquiror or a parent ofabguiror. If the acquiror does not have
publicly traded securities and a parent of the moqudoes, the publicly traded equity securitieshaf parent entity with the highest market
capitalization will be the Replacement Shareselther the acquiror nor any parent has publiclgedequity securities, the Replacement
Shares will be the equity securities of the entiith the highest market capitalization. The numtfdReplacement Shares to be received by a
limited partner (or to be used to calculate théngasyment due) upon a redemption of Common Unidl ke equal to the number of REIT
Shares issuable prior to the Trigger Event mu#ibloy (i) the number of Replacement Shares theehalfla single REIT Share would have
received as a result of the Trigger Event or, é Replacement Shares have not been publicly tfadeshe year,

(i) a fraction, the numerator of which is the Aage
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Trading Price (as defined in the Operating PartriprAgreement) of a REIT Share as of the Triggesrf\and the denominator of which is
Average Trading Price of a Replacement Share #sofrigger Event.

If the acquiror in a Trigger Event is a REIT, it stunake provision to preserve an operating paftigstructure with terms no less favorable
to the limited partners than currently in placeattdition, the Operating Partnership Agreementides/that, if a distribution of cash or
property is made in respect of a Replacement Stee)perating Partnership will distribute the sammunt in respect of a Common Unit as
would have been received by a limited partner heth partner's Common Units been redeemed for Replewst Shares prior to such
distribution.

Because the Operating Partnership Agreement regjair@cquiror to make provision under certain oirstances to maintain the Operating
Partnership structure and maintain a limited paitrrgght to continue to hold Common Units withute redemption rights, the terms of the
Operating Partnership Agreement could also haveffieet of discouraging a third party from makingacquisition proposal for the
Company.

These provisions of the Operating Partnership Age# may only be waived or amended upon the comgdimited partners holding at lec
75% of the Common Units (excluding those held &y@ompany).

Shareholders Rights Plan. On October 4, 1997, trepgany's Board of Directors adopted a SharehoRligyists Plan and declared a
distribution of one preferred share purchase righiRight") for each outstanding share of Commarckt The Rights were issued on October
16, 1997 to each shareholder of record on such da&Rights have certain anti-takeover effect® Rights will cause substantial dilution to
a person or group that attempts to acquire the @osnpn terms not approved by the Company's BoaRirettors. The Rights should not
interfere with any merger or other business contlmnaapproved by the Board of Directors since tighi may be redeemed by the
Company for $.01 per Right prior to the time thaeason or group has acquired beneficial ownershib% or more of the Common Stock.

Registrar and Transfer Agent

The Registrar and Transfer Agent for the CommormrlSénd all shares of Preferred Stock is First UmNational Bank, Charlotte, North
Carolina.

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 rabE&deral income tax considerations relating #oGompany's REIT status, as well as
material Federal income tax considerations relatinpe Operating Partnership and the Companyskistdders. The federal income tax
treatment of any investor in the Securities willwedepending upon such investor's particular Sibnat

EACH INVESTOR IS ADVISED TO CONSULT HIS OR HER OWRNAX ADVISOR REGARDING THE TAX CONSEQUENCES TO
HIM OR HER OF THE PURCHASE, OWNERSHIP AND SALE OHE SECURITIES, 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 endeceBéer 31, 1994, the Company has elected to be txadeal estate investment trust
under Sections 856 through 860 of the Code. Thepaombelieves that, commencing with its taxable yealed December 31, 1994, it has
been organized and has operated in such a manteegaalify for taxation as a REIT under the Coaled 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.
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These sections of the Code are highly technicalcanaplex. The following sets forth the materialess of the sections that govern the
Federal income tax treatment of a REIT and itskdtoltlers. This summary is qualified in its entirbtythe applicable Code provisions, rules
and regulations promulgated thereunder, and adtratiise and judicial interpretation thereof.

Alston & Bird LLP has acted as tax counsel to tlienPany in connection with the offering of the Sées and the Company's election to be
taxed as a REIT. Alston & Bird LLP is of the opinithat the Company has been organized and hastegénaconformity with the
requirements for qualification and taxation as dTRihder the Code for its taxable years ended Déeer®1, 1994 through 1996, and that the
Company is in a position to continue its qualifioatand taxation as a REIT within the definitionS¥ction 856(a) of the Code for the taxable
year ended December 31, 1997, and the taxabletlyatawill end December 31, 1998. This opinion isdzhon factual representations of
Company concerning its business operations armaserties and Alston & Bird LLP has not indeperttieverified these facts. In addition,
the Company's qualification and taxation as a R&El@ny time during the 1997 and 1998 years is dig@namong other things, upon its
meeting the requirements of Section 856(a) of thdedhroughout each of such years and for eachageamwhole. Accordingly, because the
Company's satisfaction of the REIT requirementsstarh years will depend upon future events, indggirecise terms and facts of proposed
transactions, and the final determination of openad results, no assurance can be given thatatualaresults of the Company's operation:
the taxable year ended December 31, 1997, or Xiabl@year that will end December 31, 1998, witisfg the REIT requirements.

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, substahtialiminating the Federal "double taxation" onréags (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 #levis. 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@% tax on the net income attributable to thaigmeof the amount by which the Company
fails either the 75% or 95% test, multiplied byraction intended to reflect the Company's profitghiSixth, if the Company fails to

distribute during each year at least the sum @56 of its ordinary income for such year, (ii) 95%its capital gain net income for such ye
and (iii) any undistributed taxable income fromopnperiods, the Company will be subject to a 4% sxtax on the excess of such required
distribution over the amounts actually distribut8dventh, if the Company should acquire any asset & C corporation (i.e., a corporation
generally subject to full corporate-level tax) inaryover-basis transaction and the Company sulestly recognizes gain on the disposition
of such asset during the 10-year period (the "Reitiog Period") beginning on the date on which élsset was acquired by the Company,
then, to the extent of the excess of (a) the fairket value of the asset as of the beginning o&fiicable Recognition Period over (b) the
Company's adjusted basis in such asset as of thertreg of such Recognition Period (the "Built-l@i@"), such gain will be subject to tax at
the highest regular corporate rate, pursuant tdgimes issued by the Internal Revenue ServiceS"Jighe "Built-In Gain Rules").
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Requirements for Qualification

To qualify as a REIT, the Company must elect tedéreated and must meet the requirements, disthsdew, relating to the Company's
organization, sources of income, and nature oftasse

Organizational Requirements. The Code defines & REla corporation, trust or association: (i) tkahanaged by one or more trustees or
directors,

(i) the beneficial ownership of which is evidendadtransferable shares or by transferable ceatéig 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 benefiolahership of which is held by 100 or more persons,

(vi) during the last half of each taxable year, matre than 50% in value of the outstanding stockiuth is owned, directly or indirectly,
through the application of certain attribution gylby five or fewer individuals (as defined in fBede to include certain entities), (vii) files an
election to be taxed as a REIT on its return fahgaxable year, and (viii) satisfies the 95% aB&hincome tests and the 75%, 25%, 10%,
and 5% asset tests, as described below . The Godiglgs that conditions (i) through (iv), inclusjvaust be met during the entire taxable
year and that condition (v) must be met duringgeast 335 days of a taxable year of 12 months dnglar proportionate part of a taxable y

of less than 12 months. For purposes of conditipncertain pension funds and other tax-exemptiestare treated as persons. For purposes
of condition (vi), the beneficiaries of a pensiarpeofit-sharing trust under section 401(a) of @mde are treated as REIT stockholders. In
addition, the Company's Articles of Incorporatianrently include certain restrictions regardingiser of its Common Stock, which
restrictions are intended (among other thingstisathe Company in continuing to satisfy condgigv) and

(vi) above.

In the case of a REIT that is a partner in a pastrip, Treasury Regulations provide that the REITlve 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 @kittteership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstand asset tests. Thus, the Company's propaditishare of the assets, liabilities, and
items of income of the Operating Partnership (idtig the Operating Partnership's share of the sidgatilities, and items of income with
respect to any partnership in which it holds aariest) will be treated as assets, liabilities, iteths of income of the Company for purpose
applying the requirements described herein.

Income Tests. In order to maintain qualificatioraaREIT, the Company annually must satisfy two glioasome requirements. First, at least
75% of the Company's gross income (excluding grassme from prohibited transactions) for each té&gear must be derived directly or
indirectly from investments relating to real prageimcluding investments in other REITs or mortgagn real property (including "rents fr
real property" and, in certain circumstances, ggdr Second, at least 95% of the Company's gnossrie (excluding gross income from
prohibited transactions) for each taxable year rhasierived from such real property investmentgddnds, interest, and gain from the sale
or disposition of stock or securities (or from amymbination of the foregoing). In addition, for dote years ended on or before December 31,
1997, short-term gain from the sale or other digjposof stock or securities, gain from prohibitednsactions and gain on the sale or other
disposition of real property held for less thanrfgears (apart from involuntary conversions anésalf foreclosure property) must represent
less than 30% of the Company's gross income (iimgdugiross income from prohibited transactions). Th&payer Relief Act of 1997, enac
August 5, 1997 ("Taxpayer Relief Act"), repeals 8286 gross income test for taxable years beginafteg August 5, 1997. Accordingly, the
30% gross income test will not apply to the Complheginning with its taxable year that will end Dexdzer 31, 1998.

Rents received by the Company will qualify as "sgfinom real property” in satisfying the gross in@rmaquirements for a REIT described
above only if several conditions are met. First, dimount of rent must not be based in whole oai @n the income or profits of any person
but can be based on a fixed percentage of grosfpte®r gross sales. Second, "rents from realgstgpexcludes any amount received
directly or indirectly from any tenant if the Comma or an owner of 10% of more of the Company,diyeor constructively, owns 10% or
more of such tenant taking into consideration {h@ieable attribution rules (a "Related Party TeharThird, rent attributable to personal
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property is excluded from "rents from real prop&eycept where such personal property is leasedmmection with a lease of real property
and the rent attributable to such personal propetgss than or equal to 15% of the total renéinexd under the lease. Finally, amounts that
are attributable to services furnished or rend@rennection with the rental of real property, Wier or not separately stated, will not
constitute "rents from real property" unless sugtvises are customarily provided in the geographé@. Customary services that are not
provided to a particular tenant (e.g., furnishimgthand light, the cleaning of public entrances, the collection of trash) can be provided
directly by the Company. Where, on the other handh services are provided primarily for the corneece of the tenants and are provide
such tenants, such services must be provided Iyda@pendent contractor. In the event that an indeéget contractor provides such services,
the Company must adequately compensate the indepeoontractor, the Company must not derive angrirefrom the independent
contractor, and neither the independent contrawiocertain of its shareholders may, directly aliriactly, own more than 35% of the
Company, taking into consideration the applicabl@ership rules. Pursuant to the Taxpayer Reliefakat beginning with the Company's
taxable year that will end December 31, 1998, tbm@any's rental income will not cease to qualifyrasts from real property” merely
because the Company performs a de minimis amountgeErmissible services to the tenants. For purposéhe preceding sentence, (i) the
amount of income received from such impermissibl@ises cannot exceed one percent of all amouon&sved or accrued during such taxe
year, directly or indirectly, by the Company wi#hspect to such property and (ii) the amount treasegeceived by the Company for si
impermissible services cannot be less than 15Cpenf the direct cost of the Company in furnishimgendering such services.

The Company does not currently charge and doeantmipate charging rent that is based in wholm grart on the income or profits of any
person. The Company also does not anticipate adifiéving 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 diyesite 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 sechiges 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 Pashigdirectly without jeopardizing the qualificatiof rent as "rents from real property"
are and will be performed by independent contractor

The Operating Partnership and the Company recea®ih consideration of the performance of propmpagement and brokerage and
leasing services with respect to certain Propenti@owned entirely by the Operating PartnershiymhSees will not qualify under the 75% or
the 95% gross income test. The Operating Partreedbd may receive certain other types of incomnth wéspect to the properties it owns that
will not qualify for either of these tests. In atiidin, dividends on the Operating Partnership'skstoddighwoods Services will not qualify
under the 75% gross income test. The Company lealjdowever, that the aggregate amount of suchafeesther non-qualifying income in
any taxable year will not cause the Company to eddke limits on non-qualifying income under eittier 75% or the 95% gross 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 a cairt provision of the Code. This relief provisiomgeally will be 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 nature and
amount of each item of income to its Federal incoaxereturn and (iii) the inclusion of any incorré@formation on such schedule is not due
to fraud with intent to evade tax. It is not possjlinowever, to state whether in all circumstarthesCompany would be entitled to the benefit
of this relief provision. For example, if the Comgédails to satisfy the gross income tests becaosequalifying income that the Company
intentionally incurs exceeds the limits on suclome, the IRS could conclude that the Company'arailo satisfy the tests was not due to
reasonable cause. As discussed above in " - Fddemahe Taxation of the Company,” even if thisegfirovision applies, a 100% tax would
be imposed with respect to the portion of the Camfsataxable income that fails the 75% or 95% giossme test.
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Asset Tests. At the close of each quarter of kalike year, the Company also must satisfy foustesating to the nature and diversificatiol

its assets. First, at least 75% of the value oftbmpany's total assets must be represented bgsedé assets, cash and cash items (including
receivables), and government securities. Seconthare than 25% of the value of the Company's tgakts may be represented by securities
other than those in the 75% asset class. Thirdnaoe than 5% of the value of the Company's assaysconsist of securities of any one
issuer (other than those securities includibldna 5% asset test). Fourth, not more than 10%eobtitstanding voting securities of any one
issuer may be held by the Company (other than theserities includible in the 75% asset test).

The 5% test generally must 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 Compaangugh the Operating Partnership acquired thergs of Highwoods Services, but a
each time the Company increases its ownershig oégpective securities (including as a resulbhofdasing its interest in the Operating
Partnership as limited partners exercise theirmgdi®n rights). Although the Company plans to tateps to ensure that it satisfies the 5%
value test for any quarter with respect to whidiestng is to occur, there can be no assurancesticht steps will always be successful or will
not require a reduction in the Company's overadlriest in Highwoods Services.

The Operating Partnership owns 100% of the nongattock and 1% of the voting stock of Highwoodsviders, and by virtue of its
ownership of Common Units, the Company will be ¢dased to own its pro rata share of such stock."$be Company and the Operating
Partnership." Neither the Company nor the Operd®adnership, however, will own more than 1% of\tbéng securities of Highwoods
Services. In addition, the Company and its senianagement do not believe that the Company's pacsteire of the value of the securities of
Highwoods Services exceeds 5% of the total valua®fCompany's assets. The Company's belief islbaggart upon its analysis of the
estimated value of the securities of Highwoods 8es/owned by the Operating Partnership relativiaéoestimated value of the other assets
owned by the Operating Partnership. No indepenagptaisals will be obtained to support this coriolisand Alston & Bird LLP, in
rendering its opinion as to the qualification aaxiation of the Company as a REIT, is relying ondbeclusions of the Company and its se
management as to the value of the securities diwtigpds Services. There can be no assurance, howieatethe IRS might not contend that
the value of such securities held by the Compamp(igh the Operating Partnership) exceeds the 3@& Viaitation.

After initially meeting the asset tests at the elos 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 reaf@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 cuyenancompliance.

Annual Distribution Requirements

In order to be taxed as a REIT, the Company isireduo make distributions (other than capital gdistributions) to its stockholders in an
amount at least equal to (a) the sum of (i) 95%efCompany's "REIT taxable income" (computed withregard to the dividends-paid
deduction and the Company's capital gain) an®@%% of the net income, if any, from foreclosuregady in excess of the special tax on
income from foreclosure property, minus

(b) the sum of certain items of non-cash incomehSlistributions must be paid in the taxable yeaxhich they relate. Dividends paid in the
subsequent year, however, will be treated as  athe prior year for purposes of such prior {&85% distribution requirement if one of :
following two sets of criteria are satisfied: (ifetdividends were declared in October, NovembeDemember, the dividends were payable to
stockholders of record on a specified date in suofonth, and the dividends were actually paid dudimnuary of the subsequent year; or (ii)
the dividends were declared before the Companyyifiies its Federal income tax return for suchryele dividends were distributed in the
twelve month period following the close of the pry@ar and not later than the first regular dividg@ayment after such declaration, and the
Company elected on its Federal income tax returthi® prior year to have a specified amount ofshlesequent dividend treated as if paid in
the prior year. Even if the Company satisfies thredoing distribution requirements, the Company el subject to tax thereon at regular
capital gains or ordinary corporate tax rates & th
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extent that it does not distribute all of its napital gain or "REIT taxable income" as adjustadttiiermore, if the Company should fail to
distribute during each calendar year at least tine af (a) 85% of its ordinary income for that ye#), 95% of its capital gain net income for
that year, and (c) any undistributed taxable incénmim prior periods, the Company would be subjedc #% excise tax on the excess of such
required distribution over the amounts actuallyriisited. In addition, during its Recognition Petjdf the Company disposes of any asset
subject to the Built-In Gain Rules, the Company b required, pursuant to guidance issued byR® to distribute at least 95% of the
Built-In Gain (after tax), if any, recognized orettisposition of the asset.

The Company intends to make timely distributioricient to satisfy the annual distribution requirents. In this regard, the Operating
Partnership Agreement authorizes the Company, merglepartner, to take such steps as may be negdéeszmuse 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. Accorlyinthe Company anticipates that it generally Wale sufficient cash or liquid assets to
enable it to satisfy the 95% distribution requirendt is possible, however, that the Company, ftone to time, may not have sufficient c:
or other liquid assets to meet the 95% distributguirement or to distribute such greater amoamhay be necessary to avoid income and
excise taxation. In such event, the Company mayifinecessary to arrange for borrowings or, ifgilde, pay taxable stock dividends in
order to meet the distribution requirement.

In the event that the Company is subject to ansaaijent to its REIT taxable income (as defined iati®a 860(d)(2) of the Code) resulting
from an adverse determination by either a finalrtdacision, a closing agreement between the Coyngad the IRS under Section 7121 of
the Code, or an agreement as to tax liability betwide Company and an IRS district director, then@any may be able to rectify any
resulting failure to meet the 95% annual distribntrequirement by paying "deficiency dividends'stockholders that relate to the adjusted
year but that are paid in a subsequent year. Tlifgjaa a deficiency dividend, the distribution mibg made within 90 days of the adve
determination and the Company also must satistaiceother procedural requirements. If the stagutequirements of Section 860 of the
Code are satisfied, a deduction is allowed for @&ficiency dividend subsequently paid by the Comyparoffset an increase in the
Company's REIT taxable income resulting from theeaske determination. The Company, however, wiltdgguired to pay statutory interest
on the amount of any deduction taken for deficiedi®ydends to compensate for the deferral of thxditebility.

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 minimua)ton its taxable income at regular corporatestddéstributions to stockholders 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 positive current and accumulated earnamgbprofits, all distributions to stockholdersvaié dividends, taxable as ordinary income,
except that, subject to certain limitations of @®de, corporate distributees may be eligible ferdividends-received deduction. Unless the
Company is entitled to relief under specific statutprovisions, the Company also will be disquetififrom taxation as a REIT for the four
taxable years following the year during which dfigédition was lost. It is not possible to state wieetin all circumstances the Company wc
be entitled to such statutory relief. For examjlhe Company fails to satisfy the gross inconstgdecause non-qualifying income that the
Company intentionally incurs exceeds the limit antsincome, the IRS could conclude that the Comigdailure to satisfy the tests was not
due to reasonable cause.

Taxation of U.S. Stockholders

As used herein, the term "U.S. Stockholder" meamsl@er of Common Stock that (for Federal incomeparposes) (a) is a citizen or resic
of the United States, (b) is a corporation or panthip (including an entity treated as a corporatippartnership for United States Federal
income tax purposes) created or organized in oeutiek laws
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of the United States or of any political subdivisthereof, (c) is an estate, the income of whicsulgject to Federal income taxation regarc
of its source, or (d) any trust if a court withiretUnited States is able to exercise primary sugiervover the administration of the trust, and
one or more United States persons have the aythoriontrol all substantial decisions of the trisir any taxable year for which the
Company qualifies for taxation as a REIT, amoumdtributed to taxable U.S. Stockholders will begdyas discussed below.

Distributions Generally. Distributions to U.S. Stbolders, other than capital gain dividends diseddselow, will constitute dividends up to
the amount of the Company's positive current admaclated earnings and profits and, to that exteifitbe taxable to the U.S. Stockholders
as ordinary income. These distributions are ngjitdk for the dividends-received deduction for a@rgiions. To the extent that the Company
makes a distribution in excess of its positive entrand accumulated earnings and profits, theiloigion will be treated first as a tax-free
return of capital, reducing the tax basis in th8.L&tockholder's Common Stock, and then the digtab in excess of such basis will be
taxable as gain realized from the sale of its Com®&twck. Dividends declared by the Company in Catoovember, or December of any
year payable to a U.S. Stockholder of record opezified date in any such month shall be treatdub#s paid by the Company and recei

by the stockholders on December 31 of the yeaxiged that the dividends are actually paid by tleenPany during January of the following
calendar year. U.S. Stockholders are not alloweddiode on their own Federal income tax returnstam losses of the Company.

The Company will be treated as having sufficiemhggys and profits to treat as a dividend any itistion by the Company up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in "
- Federal Income Taxation of the Company" above.

Capital Gain Distributions. Distributions to U.So8kholders that are properly designated by the @y as capital gain distributions will be
treated as long-term capital gains (to the exteey o not exceed the Company's actual net cayata) for the taxable year without regard to
the period for which the U.S. Stockholder has tésdor her stock. However, corporate stockholdesg be required to treat up to 20% of

certain capital gain dividends as ordinary inco@apital gain dividends are not eligible for theidends-received deduction for corporations.

Pursuant to the Taxpayer Relief Act and beginniith the Company's taxable year that will end Decein#d, 1998, the Company may elect
to retain and pay income tax on net Idegm capital gain that it received during the taaly If such election is made, (i) the U.S. Stodttbrs
will include in their income their proportionatessk of the undistributed long-term capital gainsl@esignated by the Company; (ii) the U.S.
Stockholders will be deemed to have paid their pridpnate share of the tax, which would be creditedefunded to such stockholders, and
(iii) the basis of the U.S. Stockholders' shardshlvé increased by the amount of the undistriblded-term capital gains (less the amount of
capital gains tax paid by the Company) includedtioh stockholders' long-term capital gains.

As a result of the changes made to the capital igags by the Taxpayer Relief Act (See "-CertaigpDsition of Shares"), the IRS recently
issued Notice 97-64 outlining (i) when a REIT magignate its dividends as either a 20% rate gainilolition, an unrecaptured section 1250
gain distribution (taxed at 25% as noted below irCertain Disposition of Shares"), or a 28% raaaglistribution and (i) how to calculate
the amount of such distributions, which may be scibjo certain deferral or bifurcation adjustmelien a REIT designates a distribution as
a capital gain dividend, which is attributable ttagable year ending after May 7, 1997, for purpasfehe annual distribution requirement,
REIT also may designate such dividend as a 20%gadtedistribution, as unrecaptured section 1250 destribution, or a 28% rate gain
distribution. Where no such designation is providbd dividend will be treated as a 28% rate gaitridution. These additional designations
by the REIT are effective only to the extent thegyt do not exceed certain limitations. For examible,maximum amount of each distribution
that can be classified as either a 20% rate gainilalition, an unrecaptured section 1250 gainibtligion, or a 28% rate gain distribution must
be calculated in accordance with the Code andRIgeNotice.

Passive Activity Loss and Investment Interest Latiitns. Distributions from the Company and gaimfriine disposition of Common Stock
will not be treated as passive activity income dhdrefore, U.S. Stockholders will not be ablepplg any "passive losses" against such
income. Dividends from the Company (to the exthei/tdo not constitute a return of capital) gengnaill be treated as investment income
for purposes of the investment interest
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limitation. Net capital gain from the dispositioh@ommon Stock or capital gain dividends generafily be excluded from investment incol
unless the U.S. Stockholder elects to have suahtgaed at ordinary income rates.

Certain Dispositions of Shares. In general, U.8cl8iolders will realize capital gain or loss on thgposition of Common Stock equal to the
difference between (i) the amount of cash anddireniarket value of any property received on sushasition, and (ii) such stockholders'
adjusted basis in such Common Stock. Losses irstomehe sale or exchange of Common Stock helbkfsrthan six months (after applying
certain holding period rules) will be deemed loegxt capital loss to the extent of any capital ghidends received by the selling U.S.
Stockholder from those shares. As a result of #ogp@yer Relief Act, the maximum rate of tax oncwgtital gains on individuals, trusts, and
estates from the sale or exchange of assets hetddi@ than 18 months has been reduced to 20¥%swiidmaximum rate is further reduced
to 18% for assets acquired after December 31, 20@held for more than five years. For 15% perbeatket taxpayers, the maximum rate
on net capital gains is reduced to 10%, and suctimen rate is further reduced to 8% for assets afilet December 31, 2000, and held for
more than five years. The maximum rate for nettehghains attributable to the sale of depreciabdd property held for more than 18 months
is 25% to the extent of the deductions for deptemawith respect to such property. Long-term calpiain allocated to U.S. Stockholders by
the Company will be subject to the 25% rate togkient that the gain does not exceed depreciatiea property sold by the Company. -
maximum rate of capital gains tax for capital as$etid more than one year but not more than 18maeimains at 28%. The taxation of
capital gains of corporations was not changed byTdxpayer Relief Act.

Treatment of Tax-Exempt Stockholders. Distributifnasn the Company to a tax-exempt employee pertsitst or other domestic taasxempt
stockholder generally will not constitute "unrethteusiness taxable income" ("UBTI") unless the ldbotder has borrowed to acquire or carry
its Common Stock. Qualified trusts that hold mdrant 10% (by value) of the shares of pension-heltTREay be required to treat a certain
percentage of such a REIT's distributions as UBTls requirement will apply only if (i) the REIT wéd not qualify as such for Federal
income tax purposes but for the application ofemKithrough" exception to the five or fewer reqoient applicable to shares held by
qualified trusts and (ii) the REIT is "predominanitield" by qualified trusts. A REIT is predominankield if either

(i) at least one qualified trust holds more thaf62%y value of the REIT interests or (ii) one or mqgualified trusts, each owning more than
10% by value of the REIT interests, hold in theraggte more than 50% of the REIT interests. Theguegage of any REIT dividend treated
as UBTI is equal to the ratio of (a) the UBTI eatty the REIT (treating the REIT as if it were aafjied trust and therefore subject to tax
UBTI) to (b) the total gross income (less certadnaxiated expenses) of the REIT. In the eventhimratio is less than 5% for any year, then
the qualified trust will not be treated as haviagaived UBTI as a result of the REIT dividend. frase purposes, a qualified trust is any trust
described in Section 401(a) of the Code and exémpt tax under Section 501(a) of the Code. Theirtgins on ownership of Common
Stock in the Articles of Incorporation generallyliprevent application of the provisions treatingation of REIT distributions as UBTI to
tax-exempt entities purchasing Common Stock, aleevdiver of the restrictions by the board of dioes.

Special Tax Considerations for Non-U.S. Stockholdsr

The rules governing United States income taxatfamoo-resident alien individuals, foreign corpooats, foreign partnerships, and foreign
trusts and estates (collectively, "Non-U.S. Stodt#trs") are complex, and the following discussi®imiended only as a summary of these
rules. This discussion is based on current lawckvig subject to change, and assumes that the Ggnopelifies for taxation as a REIT.
Prospective Non-U.S. Stockholders should consuh thieir own tax advisors to determine the impddtederal, state, local, and foreign
income tax laws on an investment in the Compargfuding any reporting requirements.

A distribution by the Company that is not attrithleato gain from the sale or exchange by the Comp#@a United States real property
interest and that is not designated by the Compargy capital gain distribution will be treated a®adinary income dividend to the extent 1
it is made out of current or accumulated earnimgs@ofits of the Company. Generally, any ordinagome dividend will be subject to a
Federal income tax equal to 30% of the gross amafuthie dividend unless this tax is reduced by @ulieable tax treaty. Such a distribution
in excess of the Company's earnings and profitisbeitreated first as a return of capital that welluce a Non-U.S. Stockholder's basis
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in its Common Stock (but not below zero) and thegain from the disposition of such shares, ther@atment of which is described under
the rules discussed below with respect to dismystof Common Stock.

Distributions by the Company that are attributablgain from the sale or exchange of a United Stegtal 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 distiing were gains "effectively connected” with a @diStates trade or business. Accordingly,
a Non-U.S. Stockholder will be taxed at the noroaglital gain rates applicable to a U.S. Stockho(gebject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals). ifistions that are taxable under FIRPTA
also may be subject to a 30% branch profits taxnwhade to a foreign corporation that is not erttitiean exemption or reduced branch
profits tax rate under an income tax treaty.

Although tax treaties may reduce the Company'shaittfing 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 distiidas as capital gain dividends, subsequent didtabs, up to the amount of such prior
distributions that were designated as capital gdivisends, will be treated as capital gain dividefor purposes of withholding. A
distribution in excess of the Company's earningsgofits may be subject to 30% dividend withhotd{mnless such Nob-S. Stockholder i
entitled to a lower rate under an income tax tleatyl0% FIRPTA withholding. If the amount of taxthheld by the Company with respect

a distribution to a Non-U.S. Stockholder exceedsstiockholder's United States tax liability witlspect to such distribution, the Non-U.S.
Stockholder may file for a refund of such excessnfthe IRS.

Unless the Common Stock constitutes a "United Stagtal property interest" within the meaning of PFIR\, a sale of Common Stock by a
Non-U.S. Stockholder generally will not be subjecFederal income taxation. The Common Stock will emistitute 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 valuiso$hares is held directly or indirectly by NonSUJStockholders. It currently is anticipated
that the Company will be a domestically controlREIT and, therefore, that the sale of Common Switlknot be subject to taxation under
FIRPTA. However, because the Common Stock will bieliply traded, no assurance can be given thaCtirapany will be a domestically
controlled REIT. If the Company were not a domedhyccontrolled REIT, a Non- U.S. Stockholder'sesaf Common Stock would be subject
to tax under FIRPTA as a sale of a United Statelsm®perty interest unless the Common Stock wezrgularly traded" on an established
securities market (such as the New York Stock Enghaon which the Common Stock will be listed amel $elling stockholder owned no
more than 5% of the Common Stock throughout thintggeriod. If the gain on the sale of Common &twere subject to taxation under
FIRPTA, the Nond.S. Stockholder would be subject to the samertreat as a U.S. Stockholder with respect to the @aibject to applicab
alternative minimum tax and a special alternativeimum tax in the case of non-resident alien indiivls). Notwithstanding the foregoing,
capital gains not subject to FIRPTA will be taxatilea Non- U.S. Stockholder if the Non-U.S. Stodkleo is a non-resident alien individual
who is present in the United States for 183 daysare during the taxable year and certain othediti@ms apply, in which case the non-
resident alien individual will be subject to a 3@&% on his or her U.S. source capital gains.

A purchaser of Common Stock from a Non-U.S. Sto@dérowill not be required to withhold under FIRPDBA the purchase price if the
purchased Common Stock is "regularly traded" orstablished securities market or if the Comparaydemestically controlled REIT.
Otherwise, the purchaser of Common Stock from a-Ndh Stockholder may be required to withhold 10Rthe purchase price and remit
this amount to the IRS. The Company's Common Stacdlently is a regularly traded security on the Néavk Stock Exchange. The
Company believes that it qualifies under both grgutarly traded and the domestically controlled R&kceptions to withholding but cannot
provide any assurance to that effect.

21



Information Reporting Requirements and Backup Withholding 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, Commolk.Backup withholding will apply only if

(i) the payee fails to furnish his or her taxpaigentification number ("TIN") (which, for an indigdual, would be his or her Social Security
Number) to the payor as required, (ii) the IRS fiegithe payor that the taxpayidentification number furnished by the payee iimect, (iii)
the IRS has notified the payee that such payeéalilad to properly include reportable interest a@iddends in the payee's return or has failed
to file the appropriate return and the IRS hassseska deficiency with respect to such underrepprtr (iv) the payee has failed to certify to
the payor, under penalties of perjury, that theggag not subject to withholding. In addition, bagkvithholding will not apply with respect
payments made to certain exempt recipients, suchraerations and tax-exempt organizations.

U.S. Stockholders should consult their own tax soid regarding their qualifications for exemptioconfi backup withholding and the
procedure for obtaining such an exemption. Backitphalding 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.

Warrants

Upon a holder's exercise of a Warrant, the holdiyiw general, (i) not recognize any income, gainloss for federal income tax purposes,
(i) receive an initial tax basis in the Common &toeceived equal to the sum of the holder's taisha the exercised Warrant and the
exercise price paid for such Common Stock, angh#@ve a holding period for the Common Stock resgtiveginning on the date of exercise.
If a holder of a Warrant sells or otherwise disgostsuch Warrant (other than by its exercise) hitlder generally will recognize capital gain
or loss equal to the difference between (i) thén@asl fair market value of other property receiaad (ii) the holder's tax basis (on the date of
disposition) in the Warrant sold. Such a holderegalty will recognize a capital loss upon the eapan of an unexercised Warrant equal to
the holder's tax basis in the Warrant on the etipimadate. HOLDERS OF WARRANTS PARTICIPATING IN SARDLE

TRANSACTIONS SHOULD CONSULT THEIR OWN TAX ADVISOR®/ITH RESPECT TO THE ADDITIONAL RULES THAT APPL

TO STRADDLE TRANSACTIONS.

Tax Aspects of the Operating Partnership

General. Substantially all of the Company's investta are held through the Operating Partnershigeiheral, partnerships are "pakssugh”
entities which are not subject to Federal income Rather, partners are allocated their proporteshares of the items of income, gain, loss,
deduction, and credit of a partnership, and aremiatlly subject to tax thereon, without regaravtoether the partners receive a distribution
from the partnership. The Company includes inrit®me its proportionate share of the foregoing @&y Partnership items for purposes of
the various REIT income tests and in the computatitits REIT taxable income. Moreover, for purppséthe REIT asset tests, the
Company includes its proportionate share of agsdtsby the Operating Partnership.

Tax Allocations with Respect to the Properties.sBant to Section 704(c) of the Code, income, dags, and deduction attributable to
appreciated or depreciated property (such as thgelfies) that is contributed to a partnershipxichange for an interest in the partnership,
must be allocated in a manner such that the cartitnidp partner is charged with, or benefits from timeealized gain or unrealized loss,
respectively, associated with the property atitine bf the contribution. The amount of such unesligain or unrealized loss generally is
equal to the difference between the fair markatealf contributed property at the time of contribntand the adjusted tax basis of such
property at the time of contribution (a "Book-TakfBrence"). Such allocations are solely for Fetiareome tax purposes and do not affect
the book capital accounts or other economic orllagangements among the partners. The
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Operating Partnership was formed by way of contiilms of appreciated property (including the Praips). Consequently, the Operating
Partnership Agreement requires such allocatiotetmade in a manner consistent with Section 7@f(it)e 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 ulgbns for tax purposes than such deductions wheldl determined on a pro rata basis
addition, in the event of the disposition of anytlté contributed assets (including the Propertiesl) have a Book-Tax Difference, all taxable
income attributable to such Book-Tax Differenceeyaily will be allocated to the Contributing Parmsieand the Company generally will be
allocated only its share of capital gains attriblgao appreciation, if any, occurring after thesthg of the acquisition of such properties. This
will tend to eliminate the Book-Tax Difference ouhe life of the Operating Partnership. Howevee, special allocation rules of Section 704
(c) of the Code do not always entirely eliminate Book-Tax Difference on an annual basis or wipeet to a specific taxable transaction
such as a sale. Thus, the carryover basis of thigilooted assets in the hands of the OperatingnBastip will cause the Company to be
allocated lower depreciation and other deductionspossibly amounts of taxable income in the ewéatsale of such contributed assets in
excess of the economic or book income allocatéta® a result of such sale. This may cause thepaosnto recognize taxable income in
excess of cash proceeds, which might adverselgtafie Company's ability to comply with the REIBwlibution requirements. See " -
Annual Distribution Requirements."

Treasury Regulations under Section 704(c) of thedeQarovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including the "traditional method" timaay leave some of the Book-Tax Differences unanted for, or the election of certain
methods which would permit any distortions causgd Book- Tax Difference at this time to be enyiredctified on an annual basis or with
respect to a specific taxable transaction suchsadea The Operating Partnership and the Compavsy dketermined to use the "traditional
method" for accounting for Book-Tax Differenceshwiespect to the Properties contributed to then@eship. As a result of such
determination, distributions to stockholders wil tomprised of a greater portion of taxable incoatleer than a return of capital. The
Operating Partnership and the Company have notrdited which of the alternative methods of accaumfor Book-Tax Differences will be
elected with respect to Properties contributedhéoRartnership in the future.

With respect to any property purchased by the Qipgr&@artnership, such property initially will hasgiax basis equal to its fair market value
and
Section 704(c) of the Code will not apply.

Basis in Operating Partnership Interest. The Colyipadjusted tax basis in its interest in the OfegaPartnership generally (i) will be equal
to the amount of cash and the basis of any otregrepty contributed to the Operating PartnershiphieyCompany, (ii) will be increased by (a)
its allocable share of the Operating Partnersitip@eme and (b) its allocable share of indebtedné#ise Operating Partnership and (iii) will
be reduced, but not below zero, by the Companigsablle share of (a) losses suffered by the Operdartnership, (b) the amount of cash
distributed to the Company, and (c) constructigritiutions resulting from a reduction in the Comya 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 Partnerghiprecognition of such excess loss will be detetnatil such time and to the extent that the
Company has an adjusted tax basis in its partneistarest. To the extent that the Operating Peshig's distributions, or any decrease in the
Company's share of the indebtedness of the Opgrtrnnership (such decreases being considereshaltsiribution to the partners) exceed
the Company's adjusted tax basis, such exces#difins (including such constructive distributipesnstitute taxable income to the
Company. Such taxable income normally will be chemazed as a capital gain if the Company's intdérethe Operating Partnership has been
held for longer than one year, subject to reduagddtes described above (See " Taxation of U&kBblders - Capital Gain Distributions").
Under current law, capital gains and ordinary ineashcorporations generally are taxed at the saargimal rates.
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Sale of the Properties. The Company's share ofrgalized by the Operating Partnership on the sisgdey property held by the Operating
Partnership as inventory or other property helcharily for sale to customers in the ordinary cowfkthe Operating Partnership's trade or
business will be treated as income from a protdhitansaction that is subject to a 100% penalty$@e " - Requirements for Qualification -
Income Tests." Such prohibited transaction incotee may have an adverse effect upon the Compabiity @0 satisfy the income tests for
qualification as a REIT. Under existing law, whetheoperty is held as inventory or primarily foleséo customers in the ordinary course of
the Operating Partnership's trade or businessjigation of fact that depends on all the factsa@mdimstances with respect to the particular
transaction. The Operating Partnership intendotd the Properties for investment with a view todeterm appreciation, to engage in the
business of acquiring, developing, owning, and atieg the Properties (and other properties) anddke such occasional sales of the
Properties, including peripheral land, as are atest with the Operating Partnership's investmbjeatives.

Other Tax Considerations

A portion of the amounts to be used to fund distidns to stockholders is expected to come fronQperating Partnership through
distributions on stock of Highwoods Services heldhe Operating Partnership. Highwoods Servicebneil qualify as a REIT and will pay
Federal, state, and local income taxes on its taxabome at normal corporate rates. Any Fedetalesor local income taxes that Highwoi
Services is required to pay will reduce the casdilable for distribution by the Company to its $tbolders.

As described above, the value of the securitidsigfiwoods Services held by the Company cannot ek6ée of the value of the Company's
assets at a time when a Common Unit holder in ther&ing Partnership exercises his or her redempigit (or the Company otherwise is
considered to acquire additional securities of Mighds Services). See " - Federal Income Taxaticgh@fCompany." This limitation may
restrict the ability of Highwoods Services to inase the size of its business unless the valueeadtbets of the Company is increasing at a
commensurate rate.

State and Local Tax

The Company and its stockholders may be subjestbte and local tax in various states and localitiecluding those in which it or they
transact business, own property, or reside. Théréatment of the Company and the stockholderaéh gurisdictions may differ from the
Federal income tax treatment described above. Qoesdly, prospective stockholders should conselir thwn tax advisors regarding the
effect of state and local tax laws on an investnirethie Common Stock of the Company.

SELLING SECURITYHOLDERS

This Prospectus relates to the offer and sale &httders thereof from time to time of up to (i)/1817 shares (the "Original Shares") of the
Company's Common Stock; (ii) 2,972,524 shares"@szlemption Shares") of Common Stock by which sharay be issued by the
Company to the extent that holders of up to 2,242 Gommon Units exercise their right to redeem suisits and the Company elects to
satisfy such redemption right through the issuarfc@ommon Stock; (iii) 1,444,290 shares (the "WatssShares™) of Common Stock issu:
upon the exercise of up to 1,444,290 Warrants, wti@rrants may be deemed to be held by affiliatéeeoCompany; and (iv) 1,479,290
Warrants.

The Company has agreed to indemnify the Sellingiftgbolders against certain civil liabilities, incling liabilities under the Securities Act
of 1933, as amended (the "Securities Act"), oraiticbute to payments the Selling Securityholdeey tne required to make in respect
thereof. Insofar as indemnification of the Sellldgcurityholders for liabilities arising under thec8rities Act may be permitted pursuant to
such agreements, the Company has been informedrttithé opinion of the Commission, such indemaifien is against public policy as
expressed in the Securities Act and is, therefarenforceable.
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Because the Selling Securityholders may offer mfiane of the Securities, and because there arentlyrno agreements, arrangements or
understandings with respect to the sale of anh®Securities that will be held by the Selling Sagholders after completion of the offering,
no estimate can be given as to the principal amotifte Securities that will be held by the Sell®gcurityholders after completion of the
offering.

The Selling Securityholders and any broker or dealer through whom any of the Securities are soéy be deemed to be underwriters
within the meaning of the Securities Act with resipge the Securities offered hereby, and any @oéalized by the Selling Securityholder
such brokers or dealers may be deemed to be urilegrgommissions. Brokers' commissions and de‘atgssounts, taxes and other selling
expenses to be borne by the Selling Securityholalersot expected to exceed normal selling expeosasales. The registration of the
offering of the Securities by the selling Securdlgers under the Securities Act shall not be deeameadmission by the Selling
Securityholders or the Company that the SellinguB8gdolders are underwriters for purposes of teeugities Act of any Securities offered
under this Prospectus.

The Securities offered by this Prospectus may faxed from time to time by the Selling Securityherslnamed below. The following table
provides the name of each Selling Securityholddrthe number of shares of Common Stock or Wartzeneficially owned and offered
hereby by each Selling Securityholder. The numlshares of Common Stock provided in the followiagle includes the number of shares
that may be acquired by each Selling Securityhalgen redemption of Units or upon exercise of Waa

The Securities offered by this Prospectus may fered from time to time by the Selling Securityhersl named below:

Number of Shares  Number of Shares

of Common Stock of Common Number of Number of
Name of Selling Owned Prior to S tock Warrants Owned Warrants
Securityholder Offering offer ed hereby prior to Offering offered hereby
James R. Heistand(1)  1,491,660(2) 1,491 ,660(2) 852,575 852,575
Allen C. de 835,350(2) 835 ,350(2) 488,165 488,165
Olazarra(3)
Dale Johannes(3) 203,171(2) 203 ,171(2) 103,550 103,550
Karen Blakely NA NA 10,000 10,000
Mary L. Demetree 25,309 25 ,309 NA NA
William G. Evans 1,539 1 ,539 NA NA
Robert Turner NA NA 10,000 10,000
Mark Walsh NA NA 15,000 15,000
Starwood Capital 1,761,539(2) 1,761 ,539(2) NA NA
Group
Starwood Exchange 215,863(2) 215 ,863(2) NA NA

Partners, L.P.

(1) Executive officer. Company has agreed to nameHéistand a director prior to October 7, 1998.
(2) Number of shares shown includes RedemptioneStthat may be issued upon redemption of outstgndiits even if not currently
redeemable and Warrant Shares issuable upon exefasitstanding Warrants even if not currentlyreisable.
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(3) The Selling Securityholder's Redemption SharesWarrant Shares are being registered herebydshoch stockholder be deemed to be
an underwriter under Rule 145 of the Securitiesdkan affiliate. The Company disclaims that th#iisg Securityholder is an underwriter or
an affiliate of the Company.

PLAN OF DISTRIBUTION

The sale or distribution of all or any portion bétSecurities may be effected from time to timéheySelling Securityholders directly,
indirectly through brokers or dealers or in a disttion by one or more underwriters on a firm cortmant or best efforts basis, in the over-
the-counter market, on any national securities argk on which such Securities are listed or traiegkivately negotiated transactions or
otherwise, at market prices prevailing at the tofieale, at prices related to such prevailing migpkiees or at negotiated prices. The
Company will not receive any of the proceeds fromdale of the Securities.

The methods by which the Securities may be soltistributed include, without limitation, (i) a blkd¢rade (which may involve crosses) in
which the broker or dealer so engaged will attetosiell the Shares as agent but may position aswll i@ portion of the block as principal to
facilitate the transaction, (ii) purchases by akbroor dealer as principal and resale by such lsrokdealer for its account pursuant to this
Prospectus, (iii) exchange distributions and/opsédary distributions in accordance with the rulethe national securities exchange on wi
such Securities are listed, if any, (iv) ordinargherage transactions and transactions in whicliotbker solicits purchasers, (v) pro rata
distributions as part of the liquidation and wirglup of the affairs of the Selling Securityholdensd

(vi) privately negotiated transactions.

The Company will pay all expenses in connectiomthie registration of the offering of the Secusti®y the Selling Securityholders. The
Selling Securityholders will pay for any brokeragyeunderwriting commissions and taxes of any kindlgding, without limitation, transfer
taxes) with respect to any disposition, sale ardfer of the Securities.

Securities not sold pursuant to the registratiatestent on Form S-3 of which this Prospectus iara(the "Registration Statement") may be
subject to certain restrictions under the Securifiet and could be sold, if at all, only pursuanRule 144 or another exemption from the
registration requirements of the Securities Actigémeral, under Rule 144, a person (or personsevfesurities are aggregated) who has
satisfied a one-year holding period may, undergertircumstances, sell within any thre@nth period a number of Securities which does
exceed the greater of one percent of the Companyssanding Common Stock or the average weeklyrtegpdrading volume of the
Company's Common Stock during the four calendakeaeeor to such sale. Rule 144 also permits, ugdérin circumstances, the sale of
Securities by a person who is not an affiliateha& €Company and who has satisfied a two-year holdéngpd without any volume limitation.

Therefore, both during and after the effectivereddbie Registration Statement, sales of the Seesinihay be made by the Selling
Securityholders pursuant to Rule 144.

EXPERTS

The consolidated financial statements and schexfuiigghwoods Properties, Inc., incorporated hetsimeference from the Company's
annual report (Form 10-K) for the year ended Deaam3ii, 1996, and of Highwoods/Forsyth Limited Parship, incorporated herein by
reference from the Operating Partnership's anmyadrt (Form 10-K) for the year ended December 9961the statements of revenue and
certain expenses of Shelton Properties, Ripariapé?ties, and Winners Circle for the year endedeDdier 31, 1996 incorporated herein by
reference from the Company's current report in Féskhdated November 17, 1997, the statements @me® and certain expenses of
Anderson Properties, Inc. and Century Center Gfouthe year ended December 31, 1996 incorporateeiin by reference from the
Company's current report on Form 8-K dated Jan8atp97 (as amended on Forms 8-K/A dated Februyat997 and March 10, 1997), the
combined financial statements and schedule of E&Ksmith as of and for the year ended Decembed 835, incorporated by reference fri
the Company's current report on Form 8-K dated|Apri996 (as amended on Forms 8-K/A filed Junt9d®6 and June 18, 1996), and the
Historical Summary of Gross Income and Direct OfiegeExpenses for certain properties owned by Taveec Corporation for
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the year ended December 31, 1995, incorporatednhegyaeference from the Company's Current Repoiftarm 8K dated April 29, 1996 (&
amended on Forms 8-K/A filed June 3, 1996 and 18nd4996), have been audited by Ernst & Young LihBependent auditors, as set forth
in their reports thereon included therein and ipoaaited herein by reference. Such financial statésregre incorporated herein by reference in
reliance upon such reports given upon the authofiguch firm as experts in accounting and auditing

The combined statement of revenue and certain tipgraxpenses of the Associated Capital Propefiietolio for the year ended December
31, 1996, and the combined statement of revenueentain operating expenses of the 1997 Pendingiéitipns for the year ended
December 31, 1996, incorporated by reference hé&mimthe Company's current reports on Form 8-kedatugust 27, 1997(as amended on
September 23, 1997), and October 1, 1997, havedmatorporated in reliance upon the reports afeos & Lybrand L.L.P., independent
accountants, given on the authority of said firneggserts in accounting and auditing.

The consolidated financial statements of CrockealtRdrust, Inc. as of December 31, 1995 and ferytbar then ended, the financial
statements of Crocker & Sons, Inc. as of Decemhbef 394 and for the year then ended, and the finbsimtements of Crocker Realty
Investors, Inc. as of December 31, 1994 and 1988f@ each of the years in the two year periocedrdecember 31, 1994, have been
incorporated by reference herein from the Compasw'eent report on Form 8-K dated April 29, 1996 é&nended on Formsk3A filed June
3, 1996 and June 18, 1996), in reliance upon therte of KPMG Peat Marwick LLP, independent cegtifipublic accountants, incorporated
by reference herein, and upon the authority of Baidas experts in accounting and auditing.

The combined financial statements of SoutheasttirR€alrp., AP Southeast Portfolio Partners, L.P. ARdFontaine Il Partners, L.P. for the
year ended December 31, 1994 incorporated hereiafbyence from the Company's current report omR&-K dated April 29, 1996 (as
amended on Forms 8-K/A filed June 3, 1996 and 18p4996), have been audited by Deloitte & TouchP Lindependent auditors, as set
forth in their reports thereon included therein amabrporated herein by reference and are includedliance upon the reports of such firm
given upon their authority as experts in accoungéind auditing.

The financial statements of AP Southeast Portfeaatners, L.P. for the period from its date of ptaan (November 17, 1993) through
December 31, 1993 incorporated herein by referénooe the Company's current report on Form 8-K d&pd| 29, 1996 (as amended on
Forms 8-K/A filed June 3, 1996 and June 18, 198&ye been so included in reliance on the reporricE Waterhouse LLP, independent
accountants, given on the authority of said firneggserts in auditing and accounting.

LEGAL MATTERS

Certain legal matters have been passed upon f@dhgpany by Alston & Bird LLP, Raleigh, North Card@. In addition, Alston & Bird LLP
has rendered its opinion with respect to certaiteFa income tax matters relating to the Company.
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PART Il
SUPPLEMENTAL INFORMATION
ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth estimates of theiuas expenses to be paid by Highwoods Properties(the "Company") in connection with
the registration of the offering of the Securitigsthe selling Securityholders.

Securities and Exchange Commission Registration Fee ... $49,070

Fees and Expenses of Counsel.......ccccccevveeeees. L. 12,500

Miscellaneous ..........cccccevvviiivccccs . 8,430
TOTALuciiiiiiiiii i e, $70,000

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 othaigainst judgments, penalties, fines, settlemards@asonable expenses actually incurre
them in connection with any proceeding to whichythray be made a party by reason of their servitedee 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 crifimaceeding, the director or officer had reasoealsiuse 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 arisingpder the Securities Act may be permitted to dinesstofficers 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 iszfoee unenforceable.

ITEM 16. EXHIBITS
EXHIBIT NO. DESCRIPTION

2.1 Master Agreement of Merger and Acquisition hg among the Company, the Operating Partnershippdated Capital Properties, Inc.
and its shareholders dated August 27, 1997 (incated by reference to the Company's Current RepoRorm 8-K dated August 27, 1997)

2.2 Master Agreement of Merger and Acquisition hg among the Company, the Operating Partnershige/son Properties, Inc., Gene
Anderson, and the partnerships and limited liabdbmpanies listed therein, dated January 31, {i@@drporated by reference to the
Company's Current Report on Form 8-K dated Jan@at@97)
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2.3

24

3.1

3.2

4.1

4.2

4.3

51

8.1

23.1

23.2

23.3

23.4

23.5

23.6

Agreement and Plan of Merger by and among t
Trust, Inc. and Cedar Acquisition Corporati
(incorporated by reference to the Company's
dated April 29, 1996)

Master Agreement of Merger and Acquisition
Operating Partnership, Eakin & Smith, Inc.
limited liability companies listed therein,
(incorporated by reference to the Company's
dated April 1, 1996)

Amended and Restated Atrticles of Incorporat
reference to the Company's Current Report o
25, 1997)

Bylaws (incorporated by reference to the Co
Statement on Form S-11(File No. 33- 76952))

Rights Agreement, dated as of October 6, 19
Properties, Inc. and First Union National B
Right Certificate as Exhibit A and the Summ
Preferred Shares as Exhibit C (incorporated
Company's Current Report on Form 8-K dated

Indenture dated as of December 1, 1996, bet
Partnership, the Company and First Union Na
reference to the Operating Partnership's Cu
dated December 2, 1996)

Articles Supplementary of the Company dated
the terms of the Series C Preferred Shares
Exhibit 4.1 of the Company's Current Report
1997)

Opinion of Alston & Bird LLP regarding the
Common Stock being registered

Opinion of Alston & Bird LLP regarding cert
Consent of Alston & Bird LLP (included as p
Consent of Ernst & Young LLP

Consent of KPMG Peat Marwick LLP
Consent of Deloitte & Touche LLP

Consent of Price Waterhouse LLP

Consent of Coopers & Lybrand LLP

24.1** Power of Attorney of O. Temple Sloan, Jr.

24.2** Power of Attorney of Ronald P. Gibson

24.3** pPower of Attorney of John L. Turner

24.4** Power of Attorney of Gene H. Anderson

24.5* power of Attorney of John W. Eakin

24.6** Power of Attorney of William T. Wilson, IlI

29

he Company, Crocker Realty
on dated as of April 29, 1996
Current Report on Form 8-K

by and among the Company, the
and the partnerships and

dated April 1, 1996

Current Report on Form 8-K

ion (incorporated by
n Form 8-K dated September

mpany's Registration

97, between Highwoods
ank, including the form of
ary of Rights to Purchase
by reference to the
October 4, 1997)

ween the Operating

tional Bank (incorporated by
rrent Report on Form 8-K

October 10, 1997 designating
(incorporated by reference to
on Form 8-K dated October 4,

legality of the shares of

ain federal tax matters

art of Exhibits 5.1 and 8.1)



24.7** Power of Attorney of William E. Graham, Jr.
24.8** pPower of Attorney of Stephen Timko
24.9 Power of Attorney of L. Glenn Orr

24.10 Power of Attorney of Thomas W. Adler

** Previously filed

ITEM 17. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers alas are being made, a post-effective amendmehistoegistration statement:
() To include any prospectus required by Sectio(a)(3) of the Securities Act;

(i) To reflect in the prospectus any facts or @sarising after the effective date of the RegigiraStatement (or the most recent post-
effective amendment thereof) which, individuallyiothe aggregate, represent a fundamental chantipe iinformation set forth in the
registration statement; provided, however, thatiangease or decrease in volume of securities edf¢if the total dollar value of securities
offered would not exceed that which was registeegu) any deviation from the low or high end of éistimated maximum offering range nr
be reflected in the form of prospectus filed whie Commission pursuant to Rule 424(b) if, in thgragate, the changes in volume and price
represent no more than a 20% change in the maxiaggregate offering price set forth in the "Caldolabf Registration Fee" table in the
effective registration statement; and

(iii) 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 RediistnaStatement; provided, however, that the unétertgs set forth in paragraphs (i) and

(i) also shall not apply if the information regedr to be included in a post-effective amendmerthbge paragraphs is contained in periodic
reports filed by the registrant pursuant to Secti8ror Section 15(d) of the Securities Exchangeokdt934 that are incorporated by reference
in this registration statement.

(2) That, for the purpose of determining any lidpilinder 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 suebigities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a mffgetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

(b) The undersigned registrant hereby undertalas fibr purposes of determining any liability undee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi8fa) or Section 15(d) of the Securities ExchangeoA 1934 (and, where applicable, each
filing of an employee benefit plan's annual regantsuant to Section 15(d) of the Securities Excbaket of 1934) that is incorporated by
reference in the registration statement shall leendel to be a new registration statement relatirigesecurities 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 liability arigirunder the Securities Act may be permitted toatines, officers and controlling persons of the
Registrant pursuant to the foregoing provisionsdieed under Item 15 of this Registration Statemenotherwise, the Registrant has been
advised that in the opinion of the Commission sademnification is against public policy as expessi the Securities Act and is, therefore,
unenforceable. In the event
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that a claim for indemnification against such liigis (other than the payment by the Registrarexgfenses incurred or paid by a director,
officer or controlling person of the Registrantlie successful defense of any action, suit or fdicg) is asserted by such director, officer or
controlling person in connection with the secusitieing registered, the Registrant will, unlesthaopinion of its counsel the matter has t
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgetsindemnification by it is against public
policy as expressed in the Securities Act andlvalgoverned by the final adjudication of such issue
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, the registrant certifies that it has readde grounds to believe that it meets all of
the requirements for filing on Form S-3 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on February 6, 1998

HIGHWOODS PROPERTIES, INC.

By: /s/ Carman J. Liuzzo

Carman J. Liuzzo
Vi ce President and Chief Financial Oficer

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been digyehe following persons in the capaci
and on the dates indicated:

Name Title Date

/sl O. Temple Sloan, Jr.* Chairman of the Bo ard of Directors February 6, 1998

O. Temple Sloan, Jr.

/sl Ronald P. Gibson* President, Chief E xecutive Officer and February 6, 1998
Director

Ronald P. Gibson

/sl John L. Turner* Chief Investment O fficer and Vice Chairman  February 6, 1998
of the Board of Di rectors

John L. Turner

/sl Gene H. Anderson* Senior Vice Presid ent and Director February 6, 1998

Gene H. Anderson

/sl John W. Eakin* Senior Vice Presid ent and Director February 6, 1998
John W. Eakin
s/ William T. Wilson, IlI*  Director February 6, 1998

William T. Wilson, 111
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/sl Thomas W. Adler* Director February 6, 1998

Thomas W. Adler

/sl William E. Graham, Jr.*  Director February 6, 1998

William E. Graham, Jr.

/sl L. Glenn Orr, Jr.* Director February 6, 1998

L. Glenn Orr, Jr.

Director February 6, 1998

Willard H. Smith, Jr.

/sl Stephen Timko* Director February 6, 1998

Stephen Timko

/sl Carman J. Liuzzo Vice President, Ch ief Financial Officer and February 6, 1998
Treasurer (Princip al Accounting Officer)

Carman J. Liuzzo

* By /s/ Carman J. Liuzzo

Carman J. Liuzzo (Attorney-in-Fact)
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Exhibit 5.1
February 6, 1998

Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: Resale Prospectus of up to 3,090,141 Shar@esramon Stock of Highwoods Properties, Inc. and 9,290 Warrants to Purchase Shares
of Common Stock of Highwoods Properties, Inc.

Ladies & Gentlemen:

We are acting as counsel for Highwoods Properties, a Maryland corporation (the "Company"), imnection with the registration of the
offering on Form S-3, File No. 333-43745 (the "Rgition Statement") by the holders thereof (thellli®y Securityholders™) of up to (i)
117,617 shares (the "Original Shares") of the Camiisacommon stock, par value $0.01 per share @oaimon Stock"); (ii) 2,972,524
shares (the "Redemption Shares") of Common Stod&hwghares may be issued by the Company to thatektat holders of up to 2,972,524
limited partnership interests ("Units") in HighwadBorsyth Limited Partnership, a North Carolinaitéd partnership, exercise their right to
redeem such Units and the Company elects to satigfly redemption right through the issuance of ComB&tock; (iii) 1,479,290 warrants to
purchase shares of Common Stock (the "Warrantst)(iz) 1,444,290 shares (the "Warrants Sharegl'tegether with the Original Shares,
the Redemption Shares, and the Warrants, the "Beslyyof Common Stock issuable upon the exerofsgp to 1,444,290 Warrants, which
Warrants may be deemed to be held by affiliatah@Company.

In our capacity as your counsel in connection withh registration, we are familiar with the prodegd (the "Resolutions”) taken by the
Company in connection with the authorization astidce of the Securities. In addition, we have nsadh legal and factual examinations
and inquiries, including an examination of origgyahd copies, certified or otherwise identifiedtw satisfaction of such documents,
corporate records and instruments, as we have deeetessary or appropriate for purposes of thisiompi

Based upon and subject to the foregoing, it isomimion that:

The Company has authority pursuant to its Artidegcorporation to issue the Securities, the dafigby the Selling Securityholders of wh
is to be registered under the Registration Statéamah (a) the Original Shares and the Warrants baea duly authorized and validly issued
and are fully paid and non-assessable and (b) ¢demption Shares and the Warrant Shares, upomissaad delivery of and payment for
such Redemption Shares and Warrant Shares in theeneaontemplated by the Resolutions and the Ratst Statement, will be duly
authorized and validly issued and are fully paid aon-assessable.

We consent to your filing this opinion as an exhibithe Registration Statement and to the referéaour firm under the caption "Legal
Matters" in the prospectus provided ther:



Very truly yours,
ALSTON & BIRD LLP

/'s/ Robert H. Bergdolt

Robert H. Bergdolt, Partner



EXHIBIT 8.1
Pinney L. Allen Direct Dial; 404-881-7485
February 6, 1998

Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Re: Registration Statement on Form S-3 Relatirgj@90,141 Shares of Common Stock and 1,479,290amMarof Highwoods Properties,
Inc.

Ladies and Gentlemen:

In connection with the registration statement omi&-3 being filed by you on February 6, 1998, with Securities and Exchange
Commission regarding the registration of 3,090,4d4res of common stock and 1,479,290 warrantsgtiwthods Properties, Inc. (the
"Company") (the "Registration Statement") under3eeurities Act of 1933, as amended, you have stgdeur opinion concerning certain
of the federal income tax consequences to the Coyngkits election to be taxed as a real estatestment trust ("REIT") under Sections 856
through 860 of the Internal Revenue Code of 198&mended (the "Code").

This opinion is based solely on various assumptantsfacts as set forth in the Registration Stateraed is conditioned upon certain
representations made by the Company as factua¢reatirough a certificate of an officer of the Camy (the "Officer's Certificate") attach
hereto and made a part hereof. We have made npendent inquiry as to the factual matters set fbettein. In addition, we have examined
no documents other than the Registration Statefoepurposes of this opinion and, therefore, ounigm is limited to matters determined
through an examination of such document and theddmatters set forth in the Officer's Certificate

In rendering the opinions set forth herein, we hassumed the authenticity of all documents subchitiaus as originals, the genuineness of
all signatures thereon, the legal capacity of rtoersons executing such documents and the coitjoiorauthentic original documents of all
documents submitted to us as copies.

We are opining herein as to the effect on the stilbjansaction only of the federal income tax lafithe United States and we express no
opinion with respect to the applicability theredo the effect thereon, of other federal laws, thed of any other jurisdiction, the laws of any
state or as to any matters of municipal law orawes of any other local agencies within any state.

Based solely on the facts in the Registration 8tate and the Officer's Certificate, we are of thanimn that the Company has been organ
and has operated in conformity with the requireménit qualification and taxation as a REIT under @ode for its taxable years ended
December 31, 1994 through 1996, and that the Coynigan a position to continue its qualificationdaraxation as a REIT within the
definition of Section 856(a) of the Code for theahle year that ended December 31, 1997, and xaélayear that will end December 31,
1998. With respect to 1997 and 1998, we note tltmCompany's status as a REIT at any time durioly gears i



dependent, among other things, upon the Companyingebe requirements of Sections 856 through &@te Code throughout each of such
years and for each year as a whole. Accordinglgabge the Company's satisfaction of such requiresweth depend upon future even
including the precise terms and conditions of peggbtransactions, and the final determination efational results, it is not possible to
assure that the Company will satisfy the requiresiembe a REIT during the taxable year that erigiecember 31, 1997, or the taxable year
that will end December 31, 1998.

In addition, we have participated in the preparatibthe material under the heading "Federal Inc@iave Considerations” of the Registration
Statement and we are of the opinion that the féderame tax treatment described therein is aceuraall material respects.

This opinion is based on various statutory provisiagegulations promulgated thereunder and inteafio@s thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmnatters, all of which are subject to change eipihespectively or retroactively. Also, any
variation or difference in the facts from thosefeeth in the Registration Statement or the Offe&ertificate may affect the opinions stated
herein.

This opinion is furnished only to you, is solely f@ur use in connection with the Registration &tatnt, and is limited to the specific matters
covered hereby and should not be interpreted tdyith@at the undersigned has offered its opinioraoy other matter. This opinion may be
relied upon only by the party to whom it is addessand may not be quoted, circulated, or usedrfpiogher purpose without our prior writt



consent. We, however, hereby consent to the fdindis opinion as an exhibit to the Registratiagat&ment and to the use of our name under
the caption "Legal Matters" in the RegistrationtStaent.

Very truly yours,
ALSTON & BIRD LLP

By: /s/ PINNEY L. ALLEN

Pinney L. Allen

PLA:MMH
AD980350.17¢



CERTIFICATE

I, MACK D. PRIDGEN, lll, in my capacity as Vice-Psiglent and General Counsel of Highwoods Propetiies(the "Company"), do hereby
certify, to the best of my knowledge and beliekafnhaking appropriate inquiries with respect taadltters set forth below, as follows:

1. That | am a Vice-President and the General Gewifghe Company in the state of North Carolina;
2. That in such capacity, | have access to relemdmtmation regarding each of the factual matsaftsforth below;
3. That for purposes of this Certificate,

(a) "Affiliated Partnerships" means AP-GP South&astfolio Partners, L.P., Highwoods/Tennessee gkl L.P., AP Southeast Portfolio
Partners, L.P., and Highwoods/Florida Holdings,.LdBllectively;

(b) "Code" means the Internal Revenue Code of 188@mended;

(c) "Foreclosure Property" means real propertyl(iting interests in real property), and any perspnaperty incident to such real property,
acquired by the real estate investment trust asultrof such trust having bid in such propertfoatclosure, or having otherwise reduced ¢
property to ownership or possession by agreememtomess of law, after there was default (or défamk imminent) on a lease of such
property or on an indebtedness that such propedyrsd;

(d) "Garcia Transaction" means the transactionwhiatlose in 1998 pursuant to the terms and cbon$ set forth in the Master Acquisition
Agreement, dated December 21, 1997, by and amagigwiods Properties, Inc., Highwoods/Forsyth Limiadtnership, Martin L. Garcia,
the Garcia Partnerships (i.e., Pinellas Bay Vigtariers, Ltd., BDBP, Ltd., Downtown Clearwater Towed., Cross Bayou, Ltd., Interstate
Business Park, Ltd., Pinellas Northside Partneic, Pinellas Pinebrook Partners, Ltd., and SisHrtik), and the Garcia Corporations (i.e.,
Westshore Square, Inc., Garcia Property Managerrent,Garcia, Meyers Co., and Garcia Enterpriségampa, Inc.), which provides that
(1) the Garcia Partners (as defined in the Masteulsition Agreement) will sell their intereststhie Garcia Partnerships to
Highwoods/Forsyth Limited Partnership; (2) Garcradgprises of Tampa, Inc. will sell its ownershipeirest in the Properties (as defined in
the Master Acquisition Agreement) to Highwoods/lytind_imited Partnership; and (3) Highwoods/Forsyiimited Partnership, Martin L.
Garcia, the Garcia Partnerships, and the GarcipdZations will combine business operations;

(e) "Highwoods Services" means Highwoods Servikes, a North Carolina corporation, the equity ovamép of which is owned 99% by
Highwoods/Forsyth Limited Partnership and .5% dacRonald P. Gibson and Edward J. Fritsch;

(f) "Independent Contractor” means any person wdesdot own, directly or indirectly, more than 36%he shares in the REIT, and, if such
person is a corporation, not mc



than 35% of the total combined voting power of whe®ck (or 35% of the total shares of all clasgeshose stock), or, if such person is not
a corporation, not more than 35% of the interesttinse assets or net profits is owned, directiydirectly, by one or more persons owning
35% or more of the shares in the REIT,;

(9) "Operating Partnership" means Highwoods/Forsythited Partnership, a North Carolina partnergfizvhich the Company is the sole
general partner with an approximate 82% ownersitgrést, including a 1% general partnership inteaed an 81% limited partnership
interest, and various others (including officerd directors of the Company) are the remaining Behipartners with an approximate 18%
aggregate interest;

(h) "Operating Partnership Agreement" means thet Rimended and Restated Agreement of Limited Pestiie of Highwoods/Forsyth
Limited Partnership, dated June 14, 1994, as anaggnde

() "Prohibited Transaction" means a sale or otligposition of property, other than foreclosuregenty, that is stock in trade of the taxpayer
or other property of a kind which would properlyibeluded in the inventory of the taxpayer if ombat the close of the taxable year, or
property held by the taxpayer primarily for saletstomers in the ordinary course of trade or lassin

() "Qualified REIT Subsidiary" means (1) any coration in which a real estate investment trust awsteck during any taxable year ended
on or before December 31, 1997, if 100% of thelstdcsuch corporation was held by the real estatestment trust at all times during the
period such corporation was in existence and (2)canporation in which a real estate investmenrgttrmay own stock after the taxable year
ended December 31, 1997, if 100% of the stock ofi swrporation is held by the real estate investrrest;

(k) "Real Estate Assets" means real property (thaly interests in real property and interests imtgages on real property) and shares (or
transferable certificates of beneficial intereatpther real estate investment trusts that meeatketpgrements of Code Sections 856 through
860;

() "Registration Statement” means the Form S-8dpéiled by the Company on February 6, 1998, whth $ecurities and Exchange
Commission regarding the registration of 3,090,444res of common stock and 1,479,290 warrantseoEtimpany under the Securities Act
of 1933, as amended,

(m) "REIT" means a real estate investment trust;
(n) "REIT Election" means an election to be taxe@&REIT under Code Section 856(c)(1);
(o) "Service" means the Internal Revenue Servicd; a

(p) "Subsequent ACP Mergers" means (1) the merngassociated Capital Equities Corp. Il with andamdighwoods Properties, Inc.
pursuant to Articles of Merger, dat



October 7, 1997; (2) the merger of Euro I, Indthvand into Highwoods/Florida GP Corp. pursuanAtticles of Merger, dated November
20, 1997; (3) the merger of Comeau Building, IACP-Atrium CG, Inc., ACP-Dadeland, Inc., ACP-F, InaCP-Lakeview, Inc., ACP-Lee
Road, Inc., ACP-L, Inc., ACP Pine Street GP, I&CP-Tampa Bay, Inc., ACP-W, Inc., ACP-Eastpointe,.] JH Property Investments, Inc.,
ACP-5400, Inc., ACP-C, Inc., ACP-Grand, Inc., AGRric., ACP- Southpoint, Inc., ACP Florida Officeoperties, Inc., ACP-Fireman, Inc.,
and ACP Venture Corp. with and into Highwoods Praps, Inc. pursuant to Articles of Merger, dateavidmber 20, 1997; (4) the merger of
319 Clematis Associates, Ltd., ACP-Atrium CG, LiedtPartnership, ACP- Dadeland, Limited Partnersh®P-F, Limited Partnership,
ACP-Lakeview, Limited Partnership, ACP-Lee Roadnited Partnership, ACE; Limited Partnership, ACP Pine Street, LimitedtRarship
ACP-Tampa Bay, Limited Partnership, ACP-W, Limitedrtnership, Eastpointe Towers Associates, Ltdey Blrive Limited Partnership,
ACP Venture | Limited Partnership, SCGACP Mastanitéd Partnership, SCG-ACP | Limited PartnershipfF&IV Tampa Office Limited
Partnership, ACP-5400, Limited Partnership, ACR-i@ited Partnership, ACP-Grand, Limited PartnersigP-I, Limited Partnership,
SOFI-IV Tallahassee Office Limited Partnership, A@@uthpoint Limited Partnership, ACP-Reflectiohsnited Partnership, and One
Winter Park Associates with and into Highwoods/EarHoldings, LP, pursuant to Articles of Mergeatedd December 5, 1997; and (5) the
merger of The Shoppes of Interlachen, Inc. with iaal Florida Transition Co. Il;

4. That | have consulted with other employees dfidens of the Company regarding the matters sehfoelow and such persons have agreed
in all respects with the representations made helow

5. That, except as otherwise noted, all representamade below are true and complete for eacheofexable years ended December 31,
1994 through December 31, 1997, and through thetteeof; and that | have no reason to believesteht representations will not continue
to be true for the taxable year that will end DebenB1, 1998;

6. That the Company has operated and will conttowperate in accordance with Maryland law, it&ch$ of incorporation, and its bylaws
and in accordance with the statements and repegfsmg made in the Registration Statement;

7. That the Operating Partnership has operateavdhcontinue to operate in accordance with Norér@ina law, the Operating Partnership
Agreement, and the statements and representatiads im the Registration Statement;

8. That | am a licensed attorney familiar with thquirements for qualification as a REIT under aatile provisions of the Code, that all s
requirements have been satisfied for the Compaayable years ended December 31, 1994 through Deredd, 1997 (except for the
election to be taxed as a REIT for the taxable yealed December 31, 1997, which will be made origtieral income tax return for such
taxable year as noted in Item 9 below); that | hawveeason to believe that such requirements wilcontinue to be satisfied in the taxable
year that will end December 31, 1998; and thatvehexercised ordinary business care and prudenattetmpt to satisfy such requireme

and | have advised Alston & Bird LLP of any matémhich | am aware that could cause reason foceonas to whether those requirements
have been or will be satisfie



9. That the Company has filed an election, in ataoce with applicable Code requirements, to bedtasea REIT with each of its tax returns
for the periods ended December 31, 1994 througlember 31, 1996, and has not taken any actionitainate such election; that the
Company will file an election, in accordance wighpcable Code requirements, to be taxed as a REITits tax return for the period ended
December 31, 1997, and has not taken any actipret@nt such election; that | have no reason tewethat the Company will not continue
to file such election or that it will take any axtito terminate such election for the period thiitemd December 31, 1998; and that the
Company has received no natification formally dommally from the Service or any other person ghath election may not be valid or has
been revoked or withdrawn in any respect;

10. That the Company is and will continue to be aggu by one or more of its directors who have esxetuauthority over the managemen
the Company, the management of its officers, aadithnagement and disposition of the Company's gggpe

11. That the beneficial ownership of the Compargnid will continue to be evidenced by transferalares; and that there are no restrictions
on the transferability of such shares either inAhtécles of Incorporation or in any agreement toieh the Company is a party, other than the
restrictions set forth in the Articles of Incorptioa that permit the directors to redeem sharagfoise to transfer shares in any case where
such directors, in good faith, believe that a f&lto redeem or that a transfer of shares wouldtresthe loss of the Company's REIT status;

12. That the Company has been a domestic corpordtidgng its entire existence;

13. That the Company has not been, is not, ancheilbe (i) a bank, a mutual savings bank, a catjperbank, a domestic building and loan
association or other savings institution, a smadlibess investment company operating under thel&usiness Investment Act of 1958, or a
corporation created under state law for the purpégegomoting, maintaining, and assisting the ecopavithin a state by making loans, or
an insurance company;

14. That at no time during the last half of anyatale year for which a REIT election has been madkidng the taxable year ended Decer
31, 1997, for which a REIT election will be madesmaore than 50% of the value of the Company's audshg stock been beneficially owned
by five or fewer individuals; and that the Compavill take all measures within its control to ensthiat, at no time during the last half of any
taxable year for which a REIT election will be maud# more than 50% of the value of the Companylsstanding stock be beneficially
owned by or for five or fewer individuals;

15. That the record and beneficial ownership ofGbenpany has been and will held by 100 or morequex;s

16. That at least 95% of the gross income deriyeth® Company (including the income derived throiiglownership of the Operating
Partnership and the Affiliated Partnerships) inakiable years consisted of: (i) amounts derivethfrental of real property, including rents
attributable to personal property as describe@masentation (20) below and including chargeséovices customarily furnished or rendered
in connection with the rental of such real propenthiether or not such charges are separately statéexcluding rents received from parties
in which



the Company owns 10% or more of the vote or vafuegaity ownership of such party and excluding antsueceived or accrued with
respect to any real or personal property if the Gamy furnishes noncustomary services to the termanteanages or operates such property
other than through an independent contractor frdvithvneither the Company nor the Partnership derarg form of income; (i) interest;

(iii) gain realized upon the sale of all or a pontiof a Real Estate Asset that is not a Prohibiit@ghsaction; (iv) dividends; (v) abatements and
refunds of tax; (vi) income and gain from ForeclesBroperty; and (vii) amounts for making loanssbgured properties or to purchase or
lease real property; and that | have no reasoelieve that such 95% gross income test will notioore to be met for the taxable year that
will end December 31, 1998;

17. That at least 75% of the gross income deriweth® Company (including the income derived throitglownership of the Operating
Partnership and the Affiliated Partnerships) inatable years consisted of: (i) amounts derivethfrental of real property, including rents
attributable to personal property as describe@masentation (20) below and including chargeséovices customarily furnished or rendered
in connection with the rental of such real propentfiether or not such charges are separately staueéxcluding rents received from parties
in which the Company owns 10% or more of the vateatue of equity ownership of such party and editlg amounts received or accrued
with respect to any real or personal property é @ompany furnishes noncustomary services to thente or manages or operates such
property other than through an independent comrdaim which neither the Company nor the Partriprdirives any form of income; (ii)
interest on obligations secured by mortgages drpregerty or on interests in real property; (g8in realized upon the sale of all or a portion
of the real property; (iv) abatements and refurfdeoperty tax; (v) income and gain derived fromréadosure Property;

(vi) amounts for agreeing to make loans securedthlyproperty or to purchase or lease real propartgt (vii) gain from the sale or
disposition of a Real Estate Asset that is notahiBited Transaction; and that | have no reasdreteve that such 75% gross income test will
not continue to be met for the taxable year théltemid December 31, 1998;

18. That less than 30% of the gross income of mg@any (including the income derived through itsevship of the Operating Partnership
and the Affiliated Partnerships) in all taxable nge@as derived from (i) the sale or other dispositf stock or securities held for less than
year; (i) property in a transaction that is a Fiodhd Transaction; and (iii) real property (incing interests in real property and interest
mortgages on real property) held for less than j@ars other than property compulsorily or invoarity converted and property that is
Foreclosure Property;

19. That the Company, the Operating Partnershiptamdffiliated Partnerships, have not entered ard will not enter into any lease,
agreement, or other arrangement in connection téhrental of real property under which any ama@ayable to the Company, the Operating
Partnership, or the Affiliated Partnerships depesdsill depend in whole or in part on the inconmrepeofits derived from any tenant (or sub-
tenant) of such real property (except that suchraaunt may be based on a fixed percentage or gagesnof gross receipts or sales);

20. That (i) less than 15% of the rent receivedamrued from any lease of real property has bedmidhbe attributable to personal property;
(i) any such personal property has been and wildased under or in connection with a lease ofé¢hkproperty; and (iii) no personal

property



owned by the Company or the Operating Partnergtdpyatime has had or will have significant valoneekcess of its adjusted basis for fed
income tax purposes;

21. That for purposes of Items 16 and 17 abovet"@oes not include rent received for any reapprty directly or indirectly from any
person in which the Company owns (i) in the casa odrporation, 10% or more of the total combineting power of all classes of stock
entitled to vote, or 10% or more of the total congddl voting power of all classes of stock entitieddte, or 10% or more of the total number
of shares of all classes of stock; or

(i) in the case of an entity other than a corporatan interest of 10% or more in the assets bprafits of such entity; (for purposes of this
representation, ownership is determined by taking &account the attribution rules, which generafhply a look-through provision to
determine constructive stock ownership);

22. That the fair market value of any real propéoty with respect to any construction loan, thie fizarket value of the land plus the
reasonably estimated cost of the improvements dliaer personal property) securing a note, detemna¢he time the Company became
bound to make the loan, is equal to or exceedarti@unt of the loan;

23. That the Company has reviewed and will contiloueview all leases for each property to enshiaé such leases conform with all REIT
requirements;

24. That neither the Company, the Operating Pastigrnor the Affiliated Partnerships, have prodide will provide any services to any
tenant other than services that would be considawstbmarily furnished or rendered in connectiothwulie rental of real property, such as the
furnishing of water, heat, lights, trash collectiand maintenance of common areas;

25. That no Independent Contractor providing mamagd and operating functions for either the Compé#imgy Operating Partnership, or the
Affiliated Partnerships, or any of their properthess any ownership interest in the Company in exo&€85%;

26. That at the close of each quarter of any taxgbbr that the Company has made or will make & RIction, at least 75% of the total
combined value of its assets, including its prapagte share of the assets of the Operating Pattipeand the Affiliated Partnerships, has or
will consist of Real Estate Assets, cash and dashsi (including receivables), and government stesri

27. That at the close of each quarter of any taxgpbbr that the Company has made or will make & REgction not more than 25% of the
value of the Company's total assets (includingetassets owned indirectly through the OperatingnBeship or the Affiliated Partnerships)
has been or will be represented by securities (dtza government securities) for purposes ofchlsulation limited in respect of any one
issuer to an amount not greater in value than 5% efalue of the total assets of the Company ambt more than 10% of the outstanding
voting securities of such issuer;

28. That the Company's pro rata share of the wafltiee securities of Highwoods Services has noeesled 5% of the total value of the
Company's assets at the end of any calendar quidndée % of the voting stock of Highwoods Servieewned by Ronald P. Gibson and
Edward J. Fritsch; that the Company has no infomnd&rmal agreement with Highwoods Servi



or the other shareholders of Highwoods Serviceardigg the voting of the Highwoods Services staeld that the stock owned by Ronald P.
Gibson and Edward J. Fritsch is not subject toariing or purchase agreement that effectively walddy such individuals of the economic
rights of such stock;

29. That at the close of each quarter of any taxabbr that the Company has made or will make & REction the Company has not owned
and will not own directly or indirectly securiti@sany one issuer, including mutual funds, havingggregated value in excess of 5% of the
value of the total assets of the Company;

30. That the Company, the Operating Partnership tlam Affiliated Partnerships have held and holdesl property and all other assets for
investment purposes and not as (i) stock in tradeher property of a kind which would properlyibeludible in inventory if on hand at the
close of the taxable year, or (ii) property heloharily for sale to customers in the ordinary ceuos the trade or business of the Operating
Partnership or the Company;

31. That for each taxable year for which a REIceéd® has been or will be made the Company hasldlised or will distribute an amount
equal to or exceeding the sum of 95% of the Compaegl estate investment trust taxable incomsdoh taxable year, determined without
regard for the deduction for dividends paid anakgluding any net capital gain, and 95% of the ega# the net income from Foreclosure
Property over the tax imposed on such income, dlby, any excess noncash income;

32. That for each taxable year for which a REITceéd® has been or will be made the Company hasadlh@) maintain stock records that
disclose actual ownership of the Company's outstgnstock, and (ii) within 30 days of each taxapdar end, demand a written statement
from shareholders of record, including holdershaf Company's stock warrants, for the purpose afalimg actual ownership as required by
Treas. Reg. Section 1.857-8;

33. That the Company has at all times adopted alhdamtinue to use a calendar year accountingggkri

34. That other than the direct ownership of theksto Highwoods/Florida GP Corp., Highwoods Re#&ty Corp., Highwoods/Tennessee
Properties, Inc., Jackson Acquisition Corporatenmy Florida Transition Co. Il, each of which is aalified REIT Subsidiary, and the indirect
ownership of stock in Highwoods Services and itss@diaries, Southeast Realty Options Corp. and R&fliisition Corporation (which is
owned through RC One LLC), the Company has ownestoak or other voting securities in any corpomati the close of any quarter of any
taxable year ended on or before December 31, I8%& of the date hereof;

35. That Highwoods Properties Company was mergéudanrid into the Company; that such merger was d®éiio qualify as a tax-free
reorganization within the meaning of Section 36&ef Code; that | have no reason to believe suaigenelid not so qualify and, for purpos
hereof, you may assume that it did so qualify; tivad, at the time of such merger, neither Highwdedsperties Company nor any corpora
that it directly or indirectly owned had any eagsrand profits accumulated from a year when it ta®able as a "C" corporatio



36. That Eakin & Smith, Inc. was merged with an ithe Company; and that, at the time of such merggther Eakin & Smith, Inc. nor any
corporation that it directly or indirectly owneddhany earnings and profits accumulated from a yen it was taxable as a "C" corporation;

37. That Crocker Realty Trust, Inc. was merged it into the Company; that, at the time of suchgere Crocker Realty Trust, Inc.
qualified as a REIT; that during the course ofdbe diligence conducted in connection with suchgeer had no reason to believe that
Crocker Realty Trust, Inc. did not so qualify; ahdt neither Crocker Realty Trust, Inc., nor angporation that it directly or indirectly own
had any Subchapter C earnings and profits;

38. That Associated Capital Properties, Inc. wasgegwith and into the Company; that such merger wgended to qualify as a tax-free
reorganization within the meaning of Section 36&ef Code; that | have no reason to believe sualgenelid not so qualify and, for purpos
hereof, you may assume that it did so qualify; tvad, at the time of such merger, neither Assodi&tapital Properties, Inc., nor any
corporation that it directly or indirectly owneddhany earnings and profits accumulated from a yen it was taxable as a "C" corporation;

39. That the Operating Partnership, AP-GP Southeastolio Partners, L.P., Highwoods/Tennessee idgkl L.P., AP Southeast Portfolio
Partners, L.P., and Highwoods/Florida Holdings,. were formed as partnerships under the laws offipdicable states; that Shockoe Plaza
LLC, which is owned 99% by the Operating Partngrstrid 1% by Highwoods Services, was formed as igeliiability company under the
laws of Virginia and elected to be treated as #neaship for federal income tax purposes; andgbah partnerships (including Shockoe Plaza
LLC) have made no election to be treated as a catipa or any other type of entity for federal ino® tax purposes;

40. That | have no reason to believe that the @aransaction will cause the Company to fail tasgaany of the matters set forth in this
certificate or to fail to qualify as a REIT in tkexable year that will end December 31, 1998;

41. That the acquisition by the Company of the mensiip interest in RC One LLC, which owns 100%h&f stock of PSC Acquisition
Corporation, from Riparius Development CorporafftRiparius") was consummated pursuant to the temusconditions of the Master
Agreement of Merger and Acquisition by and amorg@ompany, the Operating Partnership, Highwoodsi&ss, Riparius, Michael J.
McCarthy, and James K. Flannery, Jr., and the RgeclAgreement by and among the Company and Ripacausred on January 8, 1998;
and that the membership interest in RC One LLC naassferred to Highwoods Services on January 223119

42. That the Company has filed timely tax retumeach year of its existence and has not includgdrdormation in such returns due to
fraud with an intent to evade taxes;

43. That no proceedings are pending or, to the ledige of the undersigned, threatened against tleeafipg Partnership, the Company, any
of their subsidiaries (including corporations, lied and general partnerships, joint ventures alner @ntities, whether directly or indirectly
controlled) or any of their properties, before gramy Federal state or other commission, boarditcouadministrative agency wherein an
unfavorable decision, ruling, or finding would maady



and adversely affect the business, property, filgucondition, or income of the Company, the OpemPartnership, and their subsidiaries
considered as one enterprise or any of their ptigser

44. That the Company's ownership interests in ther&ing Partnership and its other directly orriecly held subsidiaries (the
"Subsidiaries") are held free and clear of any ggcinterest, mortgage, pledge, lien, encumbranta@m or equity, except for security
interests granted in respect to indebtedness dtimepany or the Subsidiaries as described in tlygsRation Statement.

45. That the description of the Company, its progsrand its method of operation contained inRkgistration Statement is accurate and
complete in all material aspects with respect i® dpinion; and

46. That the Company will undertake to advise ybany change in the representations made hereisoftong as the Registration Statement
referred to above remains in effect.

The foregoing Certification is provided to Alstonird LLP in connection with rendering an opini@yarding the qualification of the
Company as a REIT and may not be relied upon fgroéimer purpose or by any other party. It is unaerd that such opinion is limited to the
factual matters revealed pursuant hereto and athésrials provided to them and that to the exteqtired, | have asked questions of the
appropriate individuals to confirm the foregoingaers, and to the best of my knowledge and balieti nswers are true, correct, and
complete and in no way are misleading.

February 6, 1998 /'s/ MACK D. PRIDGEN, II1

MACK D. PRIDGEN, II1
Vi ce- Presi dent and General Counsel
Hi ghwoods Properties, Inc.



EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-3 No. 333-43745) for the
registration of 3,090,141 shares of common stockIga79,290 warrants to purchase common stock gifilldods Properties, Inc. We also
consent to the incorporation by reference therémuo reports (a) dated February 14, 1997, witlpeesto the consolidated financial
statements and schedule of Highwoods Propertiesjdaluded in its Annual Report (Form 10-K) foethiear ended December 31, 1996;
(b) dated February 14, 1997, with respect to tharftial statements and schedule of Highwoods/Hotsptited Partnership included in its
Annual Report (Form 10-K) for the year ended Decendi, 1996; (c) dated April 17, 1996 with respgedhe combined audited financial
statements and schedule of Eakin & Smith for thee yeded December 31, 1995 included in Highwoodpdtties, Inc.'s Current Report on
Form 8-K dated April 1, 1996 as amended on Juri®36 and June 18, 1996; (d) dated February 26, M8&espect to the audited
Historical Summary of Gross Income and Direct OfiegaExpenses for certain properties owned by Taveec Corporation for the year
ended December 31, 1995 included in Highwoods Ptiegelnc.'s Current Report on Form 8-K dated Ap®i, 1996 as amended on June 3,
1996 and June 18, 1996; (e) dated January 24,d99January 25, 1997 with respect to the CombinaiiBents of Revenues and Certain
Expenses of Century Center and Anderson Properéisgectively, included in Highwoods Properties,'Bhand Highwoods/Forsyth Limited
Partnership's Current Reports on Forms 8-K datedals 9, 1997 (as amended on February 7, 1997 andhV10, 1997) and February 12,
1997 respectively, and (f) dated January 16, 1988 nespect to the Statements of Revenues andi€&xpenses of Riparius Properties,
Shelton Properties, and Winners Circle includeHighwoods Properties, Inc.'s and Highwoods/Forgyhited Partnership's Current Repc
on Form 8-K dated November 17, 1997, all filed wtk Securities and Exchange Commission.

ERNST & YOUNG LLP

/sl Ernst & Young LLP

Ral ei gh, North Carolina
February 5, 1998



EXHIBIT 23.3
Accountants' Consent

The Board of Directors
Highwoods Properties, Inc.:

We consent to the incorporation by reference infibien S-3 of Highwoods Properties, Inc. of our meplated March 4, 1996, with respect to
the consolidated balance sheet of Crocker RealigtTmc. as of December 31, 1995 and the relatedatidated statements of operations,
stockholders' equity and cash flows for the yeaedrDecember 31, 1995, and our report dated Feb®,d1995 with respect to the balance
sheets of Crocker Realty Investors, Inc. as of bdmmr 31, 1994 and 1993, and the related staternépfserations, stockholders' equity and
cash flows for each of the years in the two-yeaiopeended December 31, 1994, and our report dagbduary 23, 1995 with respect to the
balance sheet of Crocker & Sons, Inc. as of Dece®bel994, and the related statements of opestginckholders' equity and cash flows
for the year then ended, which reports appear im@-K/A of Highwoods Properties, Inc. dated A9, 1996, as amended June 3, 1996
and June 18, 1996. We also consent to the refetermg firm under the heading "Experts" in theisagtion statement.

Signature:

/sl KPMG Peat Marwi ck LLP

Fort Lauderdal e, Florida
Date: February 4, 1998



EXHIBIT 23.4
INDEPENDENT AUDITOR'S CONSENT

We consent to the incorporation by reference is Registration Statement on Form S-3 of Highwoadgétties, Inc. of our report dated
February 21, 1995, with respect to the combinearioial statements of Southeast Realty Corp., ARN®ast Portfolio Partners, L.P. and AP
Fontaine Il Partners, L.P. for the year ended Ddmer 31, 1994, which report appears in the Forni84¢ Highwoods Properties, Inc. dated

April 29, 1996, as amended on June 3, 1996 and I8nE996. We also consent to the reference tdilmnmunder the heading "Experts" in the
prospectus that is part of the Registration Statéme

Signature:

/sl Deloitte & Touche LLP

Dal | as, Texas

Date: February 3, 1998



EXHIBIT 23.5
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Registration Statement (No. 333-43745) omFS3 of Highwoods Properties, Ir
of our report dated March 7, 1994 relating to tiharicial statements of AP Southeast Portfolio RastrL.P. which appears on Page F-13 in

the Form 8-K/A of Highwoods Properties, Inc. datgatil 29, 1996, as amended June 3, 1996 and JunEd®®. We also consent to the
references under the heading "Experts" in the matsis that is part of such Registration Statement.

Signature:

/'s/ PRI CE WATERHOUSE LLP

Dal | as, Texas

Date: February 5, 1998



Exhibit 23.6
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is Registration Statement on Form S-3 (File No. 83845) of our reports dated September
12, 1997, on our audits of the combined statemergvenues and certain operating expenses of teedtated Capital Properties Portfolio for
the year ended December 31, 1996, and the combtatament of revenues and certain operating expdribe 1997 Pending Acquisitions
for the year ended December 31, 1996, which repoeténcluded in the Forms 8-K of Highwoods Prajgsitinc. dated August 27, 1997 (as
amended on September 23, 1997) and October 1, ¥893lso consent to the reference to our firm utigdecaption "Experts".

Signature:

/sl Coopers & Lybrand L.L.P

Menphi s, Tennessee
February 5, 1998



EXHIBIT 24.9

POWER OF ATTORNEY
OF
L. GLENN ORR

KNOW ALL MEN BY THESE PRESENTS, that the undersigrdirector of Highwoods Properties, Inc. (the "Camy"), hereby constitutes
and appoints Ronald P. Gibson, Carman J. Liuzzejata J. Fritsch and/or Mack D. Pridgen his true lanful attorneys-in-fact and agents,
each acting alone, with full powers to sign for amel in my name the Registration Statement on FeBndGregister the shares and warrants
of the Company, as contemplated by the Registr&ights and Lockup Agreements between the Compadythee holders listed therein,
dated as of October 7, 1997, and as of Octobe®97,land generally to do all such things in my name in my capacity as a director to
enable the Company to comply with the provisionthefSecurities Act of 1933, as amended, herelifyirag and confirming my signature as
it may be signed by my said attorneys-in-fact, my af them, to said Registration Statement andeanmgndments thereto.

Signature:

Date: January 5, 1998 /sl L. denn Or

L. denn Or



EXHIBIT 24.10

POWER OF ATTORNEY
OF
THOMAS W. ADLER

KNOW ALL MEN BY THESE PRESENTS, that the undersigrdirector of Highwoods Properties, Inc. (the "Camy"), hereby constitutes
and appoints Ronald P. Gibson, Carman J. Liuzzejata J. Fritsch and/or Mack D. Pridgen his true laneful attorneys-in-fact and agents,
each acting alone, with full powers to sign for amel in my name the Registration Statement on FeBndGregister the shares and warrants
of the Company, as contemplated by the Registr&ights and Lockup Agreements between the Compadythee holders listed therein,
dated as of October 7, 1997, and as of Octobe®97,land generally to do all such things in my name in my capacity as a director to
enable the Company to comply with the provisionthefSecurities Act of 1933, as amended, herelifyirag and confirming my signature as
it may be signed by my said attorneys-in-fact, my af them, to said Registration Statement andeamgndments thereto.

Signature:

Date: January 5, 1998 /'s/ Thomas W Adl er

Thomas W Adl er
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