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(J.C. NICHOLS COMPANY LOGO)
June 1, 1998
Dear Fellow Shareholder:

You are cordially invited to attend a special magtf the shareholders of the J.C. Nichols ComgaigN"), to be held at The Ritz-Carlton
Hotel, Kansas City, Missouri, on July 1, 1998, @t0D a.m. Central Time (the "Special Meeting").this important meeting, you will be
asked to approve a strategic business combinatiaiving JCN and Highwoods Properties, Inc. ("Higloas").

Under the terms of the proposed Agreement and &fldferger (as amended, the "Merger Agreement")efmmh JCN share you own, you will
have the opportunity to receive: (i) $65 in cash(jiip shares of Highwoods common stock, or (iig@nbination of the two. If you elect to
receive Highwoods common stock, you will receiveaeen 1.84 and 2.03 shares of Highwoods commoik $toeach share of JCN
common stock you own. The number of shares of Hagidg common stock you will receive will be deteredrby its trading price during tl
20 trading days prior to the closing of the prombsansaction (the "Merger"). The exact numberhaires you will receive will not be known
until the closing date. The enclosed Proxy StatefRemspectus details the terms and backgroundedifdrger. We urge you to read these
materials carefully.

YOUR BOARD OF DIRECTORS HAS CAREFULLY REVIEWED ANDONSIDERED THE TERMS AND CONDITIONS OF THE
MERGER AGREEMENT AND BELIEVES THAT THE MERGER IS AR TO AND IN THE BEST INTERESTS OF JCN AND ITS
SHAREHOLDERS.

THE BOARD RECOMMENDS THAT YOU VOTE "FOR" ADOPTION O F THE MERGER AGREEMENT.

Because the affirmative vote of two-thirds of thestanding shares of JCN's common stock is reqtireghprove the Merger Agreement,
your vote is important, no matter how many shamshold. Under Missouri law, failure to vote withle the same effect as a vote «
against approval of the Merger Agreement.

To ensure that your vote is counted, | urge yosiga, date and return your proxy card in the ersdgzostage-paid envelope. If you attend the
Special Meeting, you may vote in person if you wishen though you previously have returned youxyard. The JCN Board of Directors
will not use any proxies voted against the Mergerainy adjournment or postponement of the Specedtivig intended to permit further
solicitation.

You are also being asked to indicate on a separatewhether you would prefer to receive Highwoarshmon stock or cash after adoption
of the Merger Agreement. Please complete the eadlgeeen Form of Election and return it as insedct

Please do not send your share certificates with goaxy card. After adoption of the Merger Agreernieyn JCN's shareholders, you will
receive a transmittal form and instructions for dedivery and exchange of your shares.

On Behalf of the Board of Directors,

/sl WIlliam K. Hoskins
W LLI AM K. HOSKI NS
Chai rman of the Board



THE J.C. NICHOLS COMPANY
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
To Be Held on July 1, 1998

Notice is hereby given that a special meeting efghareholders (the "Special Meeting") of the Blichols Company, a Missouri corporati
("JCN"), will be held at The Ritz-Carlton Hotel, Ksas City, Missouri, on July 1, 1998, at 10:00 &antral Time, for the following
purposes:

1. To consider and vote upon an Agreement anddfIderger (as amended, the "Merger Agreement”)yiping for the merger of JCN into
Jackson Acquisition Corp., a wholly owned subsidiairHighwoods Properties, Inc. ("Highwoods"), pusat to which each outstanding st
of JCN's common stock will be converted into thghtito receive between 1.84 and 2.03 shares ofWigds common stock or $65 in cast
a combination of the two, at the election of th&lkothereof (subject to the limitations descrilirethe Merger Agreement); and

2. To transact such other business as may propenhe before the Special Meeting or any adjournmengeostponements thereof. The JCN
Board of Directors will not use any proxies voteghiast the Merger for adjournment or postponemétiteSpecial Meeting intended to
permit further solicitation.

Shareholders of record as of the close of busioedspril 27, 1998 are entitled to notice of, and/tde at, the Special Meeting and any
adjournments or postponements thereof. You areetgd to complete, sign and mail the enclosed drproxy in the enclosed envelope,
whether or not you plan to attend the Special Mgetihe proxy will not be used if you attend antevat the Special Meeting in person.

Shareholders are entitled to assert dissentehdsrigder the General and Business Corporationdfavissouri. A copy of the relevant
section of the Missouri statute is attached to@egtribed in the enclosed Proxy Statement/Prospectu

BY ORDER OF THE BOARD OF DIRECTORS

/sl Price A Sloan
PRI CE A. SLOAN
Secretary

Dated: June 1, 1998



(A redherring appears on the left-hand side of plaige, rotated 90 degrees. Text follows.)

Information contained herein is subject to complethr amendment. A registration statement relatirtese securities has been filed with
Securities and Exchange Commission. These secunitéy not be sold nor may offers to buy be acceptied to the time the registration
statement becomes effective. This prospectus sbatonstitute an offer to sell or the solicitatiminan offer to buy nor shall there be any sale
of these securiteis in any state in which suchrpffelicitation or sale would be unlawful priorregistration or qualification under the
securities laws of any such state.

SUBJECT TO COMPLETION DATED JUNE 1, 1998

J.C. NICHOLS COMPANY
PROXY STATEMENT

HIGHWOODS PROPERTIES, INC.
PROSPECTUS

This Proxy Statement/Prospectus is being furnishede shareholders of J.C. Nichols Company, a dlisgeal estate operating company
("JCN"), in connection with the solicitation of piies on behalf of the Board of Directors of JCNJQNJBoard of Directors") for use at a
special meeting of the holders of common stock] & value per share, of JCN ("JCN Common") thddd on July 1, 1998 and at any
adjournments or postponements thereof (the "Spbtaeting"). The JCN Board of Directors will not usey proxies voted against the Mer
for adjournment or postponement of the Special Mgahtended to permit further solicitation. At tBpecial Meeting, holders of JCN
Common ("JCN Shareholders") will be asked to apprine merger (the "Merger") of JCN into Jacksonuisition Corp. ("Jackson"), a
wholly owned subsidiary of Highwoods Properties,.Jra Maryland corporation ("Highwoods"), formed fbe sole purpose of effecting the
Merger, pursuant to an Agreement and Plan of Mellgted as of December 22, 1997 (as amended asribPAp1998) by and among JCN,
Jackson and Highwoods (as amended, the "Mergereftggrt"). A JCN Shareholder who elects to receigekspursuant to the Merger will
not know, at the time the shareholder votes orMérger, or at the time by which such election nhesmade, the value of the Highwoods
common stock to be received for his shares of J6Mm@on. Cash consideration paid to JCN Sharehofuesiant to the Merger will be
limited to 40% of the aggregate consideration paidll JCN Shareholders. As a result, a JCN Shédehelecting to receive cash with resj
to some or all of his or her shares of JCN Commay instead receive some Highwoods common stockuoh shares. A copy of the Merger
Agreement, including the amendment, is attachedtbers Appendix A.

In considering whether to approve the Merger, J@r&holders should consider, in addition to thewoihformation in the Proxy
Statement/Prospectus, the matters discussed uRd#r Factors” beginning on page 20.

This Proxy Statement/Prospectus also relates texanmum of up to 9,860,496 shares of Highwoods comstock, par value $.01 per share
("Highwoods Common"), that may be issued to the Bbidreholders upon consummation of the Merger.dBaséhe last reported sales pi
of a share of Highwoods Common on the New York Stexchange (the "NYSE") on May 29, 1998, up to agpnately 9.57 million shares
of Highwoods Common (valued at approximately $316ilion) may be issued to JCN Shareholders uparsemmation of the Merger. As
of May 29, 1998, the last reported sales price sliae of JCN Common on the over-the-counter mavkst$64.50.

This Proxy Statement/Prospectus and the form ofypaoe first being mailed to all JCN Shareholderooabout June , 1998.

THE SECURITIES TO WHICH THIS PROXY STATEMENT/PROSPE CTUS RELATE HAVE
NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR BY ANY STATE SECURITIES COMMISSION NO R HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROXY STATEMENT/PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this Proxy Statement/Prospectus is Junel998.



AVAILABLE INFORMATION

Highwoods has filed a registration statement omF8¢4 (the "Registration Statement") under the Btes Act of 1933, as amended
("Securities Act"), with the Securities and Exchari@pommission (the "Commission") covering the shafddighwoods Common to be issu
in connection with the Merger. As permitted by thkes and regulations of the Commission, this PiStgtement/Prospectus omits certain
information, exhibits and undertakings containethim Registration Statement. For further informagertaining to the securities offered
hereby, reference is made to the Registration ®&tg including the exhibits filed as a part théreo

Highwoods and JCN are subject to the informatioeglirements of the Securities Exchange Act of 1834amended ("Exchange Act"), and,
in accordance therewith, file reports, proxy staata and other information with the Commission.hdigods/Forsyth Limited Partnership, a
North Carolina limited partnership through whichghwoods conducts substantially all of its businesalso subject to the informatior
requirements of the Exchange Act and, in accordémerewith, files reports and other informationtwihe Commission. Such reports, proxy
statements and other information can be inspectddapied at the public reference facilities mairgd by the Commission at 450 Fifth
Street, N.W., Washington, D.C. 20549; and at itgiR®al Offices located at 500 West Madison Str8atte 1400, Chicago, Illinois 60661,
and Seven World Trade Center, Suite 1300, New Y\dely York 10048. Copies of such material can baiolt from the Public Reference
Section of the Commission, 450 Fifth Street, N.Washington, D.C. 20549, at prescribed rates. Tha@igsion maintains a Web site that
contains reports, proxy and other information rdgay registrants that file electronically with tB®@mmission. The address of the
Commission's Web site is: http://www.sec.gov. Higlods Common is currently listed on the NYSE andgeports, proxy statements and
other information concerning Highwoods can be inspe at the offices of the NYSE, 20 Broad StreetwN ork, New York 10005.

No person is authorized to give any informatioricomake any representation not contained in thisyPStatement/ Prospectus,
incorporated in it by reference, and, if given adwa, such information or representation shouldeatlied upon as having been authorized.
This Proxy Statement/Prospectus does not constitutgfer to sell, or a solicitation of an offerdgarchase, the securities offered by this P
Statement/Prospectus, or the solicitation of ayroxany jurisdiction where or from any persomtioom it is unlawful to make such offer, or
solicitation of an offer, or proxy solicitation. Keer the delivery of this Proxy Statement/Prospegctor any distribution of the securities
offered pursuant to this Proxy Statement/Prospestia$, under any circumstances, create an impicdhat there has been no change in the
affairs of Highwoods or JCN since the date of friexy Statement/Prospectus.

This Proxy Statement/Prospectus incorporates doetsnigy reference which are not presented heredeldrered herewith. All documents
that are incorporated by reference in this Proxateshent/Prospectus but which are not deliveredaidgrare available without charge (other
than exhibits to such documents that are not gpeltif incorporated by reference therein) upon e=jdrom 3100 Smoketree Court, Suite
600, Raleigh, North Carolina 27604, Attention: MdzkPridgen, I, telephone (919) 872-4924. In artteinsure timely delivery of the
documents, any request should be made by Juné®28, Documents will be sent by first class maihiitone business day upon receipt of a
request.



INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed with the Commissioniighwoods pursuant to the Exchange Act are herstxyrporated in this Proxy
Statement/Prospectus by reference:

a. Highwoods' annual report on Form 10-K for tharyended December 31, 1997 (as amended on Aprd9®B and May 19, 1998);
b. Highwoods' quarterly report on Form 10-Q for therter ended March 31, 1998;

c. Highwoods' current reports on Form 8-K, datatlday 9, 1997 (as amended on February 7, 1997,iME0c1997 and April 28, 1998),
August 27, 1997 (as amended on September 23, 108%ber 1, 1997, November 17, 1997, January 223,1Bebruary 2, 1998, April 20,
1998 and April 29, 1998;

d. Highwoods' definitive Proxy Statement relatingts Annual Meeting of Shareholders dated May1B88; and
e. The description of Highwoods Common include#iighwoods' registration statement on Form 8-A datiey 16, 1994.

All other documents filed by Highwoods pursuanSection 13(a), 14 or 15(a) of the Exchange Act egbent to the date of this Proxy
Statement/Prospectus and prior to the date of pleei&l Meeting shall be deemed incorporated byreefee herein and made a part hereof
from the dates of filing such reports and documehityy statement contained herein or in a documertrporated by reference or deemed to
be incorporated by reference herein shall be deembd modified or superseded for purposes ofRhisxy Statement/Prospectus to the ex
that a statement contained in this Proxy Staterfesgpectus or in any other subsequently filed dasrthat also is or is deemed to be
incorporated by reference in this Proxy Statemeasifectus modifies or supersedes such statemeptsuah statement so modified or
superseded shall not be deemed, except as so ewbdifsuperseded, to constitute a part of thisyP&atement/Prospectus.
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Unless the context otherwise requires, the terjri$d{ghwoods" shall mean Highwoods Properties, Ipcedecessors of Highwoods
Properties, Inc., and those entities owned or oliatt by Highwoods Properties, Inc., including Higlods/ Forsyth Limited Partnership (the
"Highwoods Operating Partnership") and (ii) "Highwas Properties" shall mean the 382 office and hdastrial (including 80 service cent
properties owned by Highwoods as of March 31, 1998.

SUMMARY

The following is a summary of certain informatioontained elsewhere in this Proxy Statement/ProapeBReference is made to, and this
summary is qualified in its entirety by, the morgailed information and financial statements caorgdiin this Proxy Statement/Prospectus,
the Appendices hereto and the documents incorgblsteeference herein.

Parties to the Merger

Highwoods. Highwoods is a self-administered antis@naged real estate investment trust ("REIT") Beman operations through a
predecessor in 1978. As of March 31, 1998, Highvsamained, through its interest in the Highwoods @peg Partnership, a portfolio of 382
office and 148 industrial (including 80 service thproperties. The Highwoods Properties encompasggregate of approximately 33.9
million rentable square feet and were 93% leasepproximately 3,400 tenants at March 31, 1998a#dditional 32 properties (the
"Highwoods Development Projects"), which will enquess approximately 3.6 million rentable square, feete under development as of
March 31, 1998. Highwoods also owned as of Marchl998, 895 acres (and has agreed to purchaseléioadl 395 acres) of land for
future development (collectively, the "Highwoodsv@mpment Land"). The Highwoods Properties aretittan 19 markets in North
Carolina, Florida, Tennessee, Georgia, VirginiaytB&arolina, Maryland and Alabama.

Highwoods conducts substantially all of its actestthrough, and substantially all of its interéstiés properties are held directly or indirectly
by the Highwoods Operating Partnership. Highwosdbé sole general partner of the Highwoods Opeg&artnership and as of March 31,
1998, owned approximately 83% of the common pastriprinterests (the "Common Units") in the Highwedperating Partnership. The
remaining Common Units are owned by limited par(@cluding certain officers and directors of Higéods). Each Common Unit may be
redeemed by the holder thereof for the cash velea® share of Highwoods Common or, at Highwoog#ba, one share (subject to certain
adjustments) of Highwoods Common. With each sudhange, the number of Common Units owned by Highdsamnd, therefore,
Highwoods' percentage interest in the Highwoodsr&tjpey Partnership, will increase.
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The following chart illustrates the relationshipgween Highwoods and the Highwoods Operating Pashigrand their significant subsidiaries
as of March 31, 1998:

A large box in the upper left hand corner entitlBdiGHWOODS" has four arrows radiating from it. Tfiest leads to an oval entitled
"Highwoods Operating Partnership (312 Propertiem)d along the arrow are two legends, "82% LP(&jl''d% GP." The words "Limited
Partners" are to the right of the oval, and anvaleads them to the oval. Along the arrow is theekd "17%."

The second arrow radiating from the "HIGHWOODS" th@ars the legend ".01%(3) GP" and leads to anentitled "AP Southeast Portfo
Partners, L.P. (46 Properties)." This oval haslaroarrow leading to it emanating from the "Highwle®perating Partnership (312
Properties)" oval which bears the legend "99.99%@L)

The third arrow radiating from the "HIGHWOODS" bbgars the legend ".01%(2) GP" and leads to anentétled "Highwoods/Florida
Holdings, L.P. (148 Properties)". This oval hastheoarrow leading to it emanating from the "Higlosle Operating Partnership (312
Properties)" oval which bears the legend "99.99% LP

The fourth arrow radiating from the "HIGHWOODS" bbzars the legend ".01%(2) GP" and leads to aneniitled "Highwoods/Tennessee
Holdings, L.P. (24 Properties)." This oval has &eotarrow leading to it emanating from the "Highwis@®perating Partnership (312
Properties)" oval bearing the legend "99.99% LP."

(1) In addition, Highwoods owns preferred partngrshterests in the Highwoods Operating Partnershith economic terms similar to those
of Highwoods' outstanding preferred stock.

(2) Interest is held indirectly through a wholly med subsidiary of Highwoods.

(3) Interest is held indirectly through a wholly wed subsidiary of Highwoods, which holds a 1% galngartner interest in a limited
partnership that has a 1% general partner intare? Southeast Portfolio Partners, L.P.

(4) Ownership interests consist of a 99% limitedrper interest in AP Southeast Portfolio PartnerB, and a 99% limited partnership interest
in the 1% general partner of AP Southeast Portfeéaners, L.P. (see footnote 3 above).
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Highwoods is a Maryland corporation; the Highwo@jserating Partnership is a North Carolina limit@gtpership. Their executive offices
are located at 3100 Smoketree Court, Suite 60@&igtalNorth Carolina 27604, and their telephone Inemnis (919) 872-4924.

JCN. JCN is a Missouri corporation headquartere€iansas City, Missouri. JCN is engaged in the aitjon, development, ownership and
management of income-producing properties locatedgpily in the Kansas City, Missouri metropolitarea. These properties include retail
centers, apartments, office buildings, industrralperties and mixed-use projects. JCN is also esdjagthe development and sale of land for
residential and commercial use. As of Decembef 827, JCN and its consolidated subsidiaries owregkthil centers consisting of
approximately 2,500,000 square feet of retail sgaeduding basement space) occupied by approximd0 tenants, 14 apartment
communities (including a majority interest in atparship owning a Des Moines, lowa area apartmamipex) with approximately 2,300
residential apartment units, 31 office propertiaslgding majority interests in partnerships ownsayen Des Moines, lowa area office
buildings) consisting of approximately 1,462,000a&a feet of office space occupied by over 500rtnawo industrial and warehouse
properties consisting of approximately 337,000 sgdeet of space occupied by 48 tenants, thredewrtal developments containing
approximately 168 lots available for sale, and d4€00 acres available for residential and comraédgvelopment, as well as complete or
partial ownership in several other minor propertl3N also owns six unsold units of its Alameda &mwcondominium project in Kansas
City.

JCN also owns an equity interest in 11 active iestiivhose holdings are not consolidated with tharfcial statements of JCN. The largest of
these holdings are JCN's approximately 50% inténesik partnerships that own properties in the Diegnes, lowa area. At December 31,
1997, these partnerships owned 15 buildings cangisf 936,000 square feet of offices, 200,000 sgdeet of industrial space, 26 acres
currently under development or ground lease, apdoximately 80 acres to be developed. In additothe Des Moines, lowa area propert
one of JCN's 11 unconsolidated affiliates is a 408rest in J.C. Nichols Real Estate, a residestitds and brokerage business in Kansas
City. J.C. Nichols Real Estate also has an inténesh entity that owns a mortgage origination camp The principal executive offices of
JCN are located at 310 Ward Parkway, Kansas Citysddiri 64112, and its telephone number is (816)3456.

Jackson. Jackson is a wholly owned subsidiary ghitbods. Jackson was incorporated in MarylandHersble purpose of effecting the
Merger and the transactions contemplated by theydtekgreement. Jackson has engaged in no otherdsssactivities. Pursuant to the
Merger Agreement, JCN will be merged into Jackson.

Merger Structure. The following chart summarizestifansactions that would be effected to consumthatderger:

A rectangle in the lower right hand corner is éatit'J.C. Nichols Company,” and it has an arrovdileg from it to, and an arrow leading to it
from, a rectangle on the lefland side of the chart entitled "Jackson Acquisit@orp.” The arrow leading to "Jackson Acquisitidorp.” bear
the legend "JCN assets and liabilities," and thembears the legend "Combination of Highwoods Comamd cash." Beneath these arro\
large legend in bold reads "STEP ONE."

Above the rectangle entitled Jackson AcquisitiomgC@ a rectangle entitled "Highwoods Properties,,” and an arrow pointing at
"Highwoods Properties, Inc.” links the two. Thisaar bears a legend to its right reading "JCN asmedsliabilities" and a large, bold legent
its left reading "STEP TWO."

To the right of, and slightly below, the "Highwooegsoperties, Inc." rectangle is a rectangle eutitldighwoods/Forsyth Limited
Partnership." Two arrows link the rectangles, ooiating towards each. The arrow pointing at theghivoods Properties, Inc.” rectangle
bears the legend "Common Units," and the arrowtpwjrtowards the "Highwoods/Forsyth Limited Parstép" rectangle bears the legend
"JCN assets and liabilities." Above and to the trigithese arrows is the large, bold legend "STHREE."
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In Step One, as a result of the merger of JCN auiitth into Jackson, Jackson will receive all of theess and liabilities of JCN in exchange for
shares of Highwoods Common and cash. See "The Mergerms of the Merger." In Step Two, Jacksorl miérge with and into

Highwoods. Lastly, in Step Three, Highwoods wilhtidbute to the Highwoods Operating Partnershipfithe assets and liabilities of JCN
that were acquired from Jackson in exchange fontimber of Common Units equal to (i) the numbestwdres of Highwoods Common
issued in the Merger and (ii) the number of Comrdoits obtained by dividing the cash component efMerger consideration by the value
of a share of Highwoods Common as of the effeaiae of the Merger.

Summary Risk Factors

In considering whether to approve the Merger, J@lr&holders should consider, in addition to theothformation in this Proxy
Statement/Prospectus, the matters discussed uRd#er Factors." Such matters include:

0 The possible change in share prices of Highw@msmon and JCN Common prior to the time the Mebgeomes effective so that at the
time of the Merger the value of a share of Highweo@dmmon compared with a share of JCN Common médgsise¢han such value at the
time a JCN Shareholder votes on the Merger or mhisesr her election as to the form of the consitien to be received in the Merger.

o The risk that a JCN Shareholder who elects teiveacash in the Merger with respect to some aofdiis or her shares of JCN Common
("Cash Election Shares") may instead receive shdrelgghwoods Common with respect to some CashtibleShares.

o Certain officers and directors of JCN have irgerén the Merger and related transactions thalicowith the interests of JCN Sharehold
generally.

0 The potential adverse impact on the share pfitighwoods Common resulting from subsequent Higbegofferings.
o Dilution of the ownership percentage of a JCNr&halder who receives Highwoods Common in the Merge

o Possible difficulty of successfully integratingghwoods and JCN.

o Dependence of Highwoods after the Merger on sadern economic and real estate conditions.

o Highwoods' unfamiliarity with JCN's geographicriets, retail and multifamily properties and sirdenily subdivisions.

0 Members of Highwoods' management and its boadire€tors have different interests than its stotétérs regarding the sale or refinanc
of a property.

o Differences in governing law and organizationadwments of Highwoods and JCN which may make ag#anh control of Highwoods
more difficult than a change of control of JCN.

o Possible failure of Highwoods to qualify as a REI
o Environmental liabilities at the Highwoods Prdjes.

o Rights of holders of Highwoods Common being fassrable than those of JCN Shareholders as at @fsdifferences in governing law a
the organizational documents of the respective cones.

Consideration to be Received in the Merger

The Merger Agreement provides that, upon satigfaair waiver of the conditions set forth therei@NJwill be merged into Jackson, a whc
owned subsidiary of Highwoods formed for the saleppse of effecting the Merger. The board of dowexbf Highwoods (the "Highwoods
Board of Directors") and the JCN Board of Directbave each approved the Merger upon the terms@mtitons set forth in the Merger
Agreement.

JCN Shareholders may elect to receive, upon consatimmof the Merger (the "Effective Time"), betwek®4 and 2.03 shares of Highwor
Common or $65 in cash or a combination of the taroefich share of JCN Common. A JCN Shareholdereldwuis to receive Highwoods
Common pursuant to the Merger will not know attilh@e such shareholder votes on the Merger or diirtiee by which such election must be
made the value of the Highwoods Common to be reddior such shareholder's shares of JCN Commonreder, although a JCN
Shareholder may elect to receive cash pursuahetderger for some or all of his or her sharesGN Lommon, such shareholder may
receive shares of Highwoods Common with respesbine of such Cash Election Shares. Cash consilezdid to JCN Shareholders
pursuant to the Merger will be limited to 40% oé thggregate consideration paid to all JCN SharenaldCN Shareholders electing to
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receive Highwoods Common in the Merger may, unéetai circumstances, receive Highwoods Commonechit a price different than $
per share. To the extent the average of the dadyage of the high and low sale price for the 2@itrg days preceding the Effective Time
"Value") of a share of Highwoods Common is $35.8&igher, JCN Shareholders may receive Highwoodwi@on worth more than $65 per
share of JCN Common; to the extent the Value dfamesof Highwoods Common is under $32.00, JCN S$iwdders may receive Highwoods
Common worth less than $65 per share of JCN Contraoisferred in the Merger. Assuming a Value of arstof Highwoods Common of
$33 (the closing price on the NYSE on May 29, 1988)CN Shareholder electing to receive sharedgifwbods Common would receive
1.97 shares of Highwoods Common for each shar€NfGommon. See "The Merger -- Conversion of Shaaed"' The Merger -- Cash
Election."

At the Effective Time, approximately one percentha outstanding shares of Highwoods Common wilb&eeficially owned by affiliates of
Highwoods (assuming that no outstanding optionmurchase shares of Highwoods Common are exercrgbthat no Common Units are
redeemed for shares of Highwoods Common).

Reasons for the Merger; Recommendations of the JCRoard of Directors

The JCN Board of Directors believes that the Meigdair to, and in the best interests of, JCN #redJCN Shareholders. The JCN Board of
Directors approved the Merger, and the transactiontemplated thereby, and recommends that theSt@ieholders vote FOR the Merger.

JCN has begun an ambitious plan to redevelop it significant retail and office development, whadnsists currently of approximately 1.1
million square feet of retail space in Kansas Qifyssouri and is known as the Country Club Plaba (Plaza"). As a result of the anticipated
expense of redeveloping the Plaza, JCN managerngently projects that it does not have sufficieamsh on hand to meet its anticipated «
requirements beyond 1998. Accordingly, if the Mergenot approved, JCN will have to move quicklyaise capital or borrow the funds
necessary to facilitate redevelopment of the Péamhfinance other cash needs of JCN. In the e@&xtwere to sell JCN Common to genel
cash, it may be forced to do so at a price belob/@®§ share.

In making its determination with respect to the §tr the JCN Board of Directors considered, amdhgrahings, the following advantages:
(a) the amount of consideration offered to JCN 8halders, which represented a premium over prisieg prices of JCN; (b) Highwoods'
regular quarterly dividend and the liquidity of Higoods Common; (c) the ability of JCN Shareholdensarticipate in the future growth of
Highwoods (including the growth resulting from aigition of JCN); (d) the financial condition andginess reputation of Highwoods; (e) the
companies' respective financial condition, resoftsperations and anticipated future results; {§Hwvoods' significant resources and lower
cost of capital, which may enable more rapid immgatation of JCN's long-term growth plans; and kgt the Merger is structured to qualify
as a tax-free reorganization under the InternalelReg Code of 1986, as amended (the "Code"). TheBliaid of Directors also received the
written opinions of Morgan Stanley & Co. Incorp@at("Morgan Stanley"), dated December 22, 1997May 15, 1998, to the effect that, as
of such dates and based upon certain assumptionsoasiderations set forth therein, the considendt be received by JCN Shareholders
pursuant to the Merger was fair from a financiahpof view to such holders.

The JCN Board of Directors also considered (aptbesible change in share prices of Highwoods ComamohJCN Common prior to the til
the Merger becomes effective; (b) the risk thatsd@N Shareholders will not receive the form ofsideration that they elected for their
shares of JCN Common; (c) the potential adversedasequences of the Merger for those JCN Sharetsotdceiving cash; (d) the potential
adverse impact on the share price of Highwoods Comrasulting from subsequent Highwoods offering$ tiie dilution of the ownership
percentage of a JCN Shareholder who receives Higdes«@ommon in the Merger; (f) the possible failofélighwoods to qualify in the
future as a REIT; (g) that proposed Federal letisiaaffecting REITs could limit Highwoods' abilitp expand certain business activities; (h)
the possibility that Highwoods will not maintairetigrowth rate that it has experienced since 199t possible difficulty of successfully
integrating Highwoods and JCN; (j) the dependeridgighwoods after the Merger on southeastern ecanamd real estate conditions; and
(k) Highwoods' unfamiliarity with JCN's markets anih retail and multifamily properties and sindgmily subdivisions. See "Risk Factor
"The Merger -- Reasons for the Merger; Recommeadaif the JCN Board of Directors" and "The MergeDpinion of Financial Advisor."

Opinion of Financial Advisor

At the meeting of the JCN Board of Directors on &aber 21, 1997, Morgan Stanley delivered its writipinion to the JCN Board of
Directors, which was subsequently updated and wuoefi in writing on December 22, 1997, that as of
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such date and based upon the assumptions madersraihsidered and the limits of its review, adah in such opinion, the proposed
consideration to be received by JCN Shareholdersupnt to the Merger was fair to such shareholfilers a financial point of view. Morgan
Stanley delivered a May 15, 1998 update to itsrponion, confirming that as of such date and Hagmon the assumptions made, matters
considered and the limits of its review, as setfar such opinion, the proposed considerationetodzeived by JCN Shareholders pursuant to
the Merger, as such consideration was amendedairguthe amendment to the Merger Agreement, aiasdf such shareholders from a
financial point of view. No limitations were impabsby the JCN Board of Directors upon Morgan Stamléi respect to the investigations
made or procedures followed by it in renderingjpiions. See "The Merger -- Opinion of Financialsor."

Correspondence from Intell Management and InvestmenCompany

On January 28, 1998, Intell Management and Investi@empany (“Intell") expressed an interest in ageewith JCN pursuant to which
JCN Shareholders would receive $75 per share im tas February 11, 1998 letter to JCN, Intelliéaded that it did not feel it appropriate to
pursue a transaction with JCN until such time dd $Bareholders had an opportunity to vote on thegkfte Intell further indicated its then-
current intention, in the event the Merger wasapgroved by JCN Shareholders and subject to a nuofilcenditions, to pursue an
acquisition of JCN that would provide to JCN Shatdhrs $75 per share in cash, less an adjustmanivibuld include any amounts due to
Highwoods pursuant to the Merger Agreement. Althotigs information was not available to the JCN iloaf Directors when the Original
Merger Agreement was approved, this information stassequently considered by the JCN Board of Dirsct

Interests of Certain Persons

Certain officers and directors of JCN have inter@sthe Merger and related transactions that @infith the interests of JCN Shareholders
generally. From January 1996 through September, 189N entered into employment agreements withxigsetive officers to permit JCN to
attract and retain talented managers capable @fding continuity to, and enhancing the operatiofsICN. One such agreement provides
Mr. Brady with certain benefits upon the occurrenta change of control not supported by Mr. Bradg other agreements would provide
several other officers with certain benefits uplo& dccurrence of a change of control and upon ¢harcence of various triggering events
subsequent to a transaction such as the Mergeordiogly, Messrs. Brady, Cook, de Avila, Dixon, F®eterson, Sloan, Stephenson, and
Teaney and Ms. Marietti may be entitled to the kregéed receipt of cash, stock, or combined caslhstock consideration from Highwoods,
in approximate amounts of $6,215,783, $222,72013,610, $218,005, $214,210, $618,260, $618,2625,834, $1,016,171 and $196,231,
respectively, which totals in the aggregate appnately $10.7 million (not taking into account olalfgns related to certain of such
individuals' personal taxes), a portion of whichynsa may not be deductible to JCN or Highwoodsul éxplanation of the triggering events
for such payments is set forth under "Descriptibd@N -- Change in Control Agreements.” As of the datéhisf Proxy Statement/Prospect
Highwoods has not entered into any agreement with sfficers that would avoid or reduce the amaireny consideration to which they
might otherwise be entitled.

Effective Time of the Merger and Closing Date

The closing of the Merger will take place at 102061. on the date to be specified by Highwoods &, vhich will be no later than the
second business day after satisfaction or waivéne@tonditions set forth in the Merger Agreeméme (‘Closing Date"), at the offices of
Alston & Bird LLP, 3605 Glenwood Avenue, Suite 3Rxleigh, North Carolina 27612, unless another dafdace is agreed to in writing by
the parties. The Merger will become effective wites Articles of Merger have been accepted fordiloy the appropriate authorities in
Missouri and Maryland, or at such other time ashidigods and JCN agree should be specified in thel@stof Merger. It is currently
anticipated that the Merger will become effectiy®on filing of the Articles of Merger, which Articteare expected to be filed promptly
following approval of the Merger by the JCN Shaildbcs.

Conditions to the Merger

The obligations of Highwoods and JCN to consumrtfzeMerger are subject to the satisfaction or wadfeertain conditions, including,
among others,

(i) obtaining the requisite approval of the JCN i&halders, (ii) the absence of any material advehsage in the financial condition, busin
or operations of JCN or Highwoods, (iii) the re¢aipcertain legal opinions, including opinions viespect to the tax consequences of the
Merger and (iv) the receipt of certain consentdews and approvals of a governmental agency arlghrties. Each of Highwoods and JCN
has the right to waive certain conditions to itigdtions to consummate the Merger. See "The MergRepresentations and Warranties;
Conditions to the Merger."
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Regulatory Matters

Except for the registration of Highwoods Commonerrithe Securities Act, Highwoods and JCN beliewa the Merger is not subject to any
governmental or regulatory approvals. See "The MergRegulatory Matters."

Appraisal Rights

JCN Shareholders are entitled to dissenting shidelrs appraisal rights under Missouri law withpest to the Merger. A copy of the
appropriate section of Missouri law is includeddieras Appendix C. If a JCN Shareholder files wWi@N a written objection to the Merger
Agreement prior to or at the Special Meeting anesdoot vote in favor of the Merger Agreement, th@rsholder is entitled to the fair value
his shares from Highwoods. If the dissenting shalddr and Highwoods do not agree on the fair vafue dissenting shareholder's share
JCN Common, the dissenting shareholder may filetaign with the court of Jackson County, Missoasking for a finding and
determination of the fair value of his or her slsaigecause dissenting shareholders must complyallittpplicable statutory procedures to
receive the value of their shares, any JCN Shadehabnsidering exercising appraisal rights is eraged to read "The Merger -- Appraisal
Rights."

Federal Income Tax Consequences of Merger

Consummation of the Merger is conditioned on tloeig by JCN of an opinion of Blackwell Sanders é&ddartin LLP that the Merger will
qualify as a tax-free reorganization within the mag of Section 368(a) of the Code and as to tketmsequences of the Merger to the JCN
Shareholders. A copy of such opinion is includeéxsibit 8.1 to the Registration Statement. If erger does so qualify, no gain or loss
will be recognized by Highwoods, JCN or Jacksoa aensequence of the Merger. No gain or loss willdzognized by any JCN Shareho
upon the receipt of Highwoods Common in exchangsliares of JCN Common. Gain recognition, if anyl,mot be in excess of the amount
of cash received. Subject to the provisions anddiions of Section 302 of the Code, gain or logklve recognized by a JCN Shareholder
upon the receipt of cash in lieu of fractional gsaupon exercise of appraisal rights relatingpéottansaction, or pursuant to an election b
JCN Shareholder to receive cash with respect taoasych holder's JCN Common. Subject to the prorgsand limitations of Section 302 of
the Code, gain (but not loss) will be recognizedadCN Shareholder upon the receipt of cash anbvwitigds Common pursuant to an
election by the JCN Shareholder to receive cash rgigpect to only a portion of such holder's JCkh@wn. See "Federal Income Tax
Considerations."

EACH HOLDER OF JCN COMMON IS URGED TO CONSULT HISRIHER OWN TAX ADVISOR REGARDING THE SPECIFIC TAX
CONSEQUENCES TO HIM OR HER OF THE MERGER IN LIGHT®IS OR HER PARTICULAR CIRCUMSTANCES, INCLUDING
THE EFFECT OF STATE, LOCAL AND FOREIGN TAX LAWS, AN OF POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

Termination

The Merger Agreement provides that it may be teateid under a number of circumstances at any tinoe forthe Effective Time, whether
before or after the approval of the Merger by J@idr8holders. See "The Merger -- Termination Pronisi"

Termination Fees and Expenses

The Merger Agreement provides for payment by JCH t&frmination fee and expenses of up to $17.2amiif JCN enters into an acquisition
proposal other than the Merger Agreement and ceothier conditions are met. JCN Shareholders ayeduto read the description of the
termination fee provisions at "The Merger -- Teratian Fees and Expenses." The failure of the JCeBlolders to approve the Merger,
however, will not trigger the payment of a termioatfee, except for a fee of $2.5 million if, amaooitper things, JCN completes another
acquisition proposal before December 22, 1998.

Anticipated Accounting Treatment
The Merger will be treated as a purchase in accmelavith Accounting Principles Board Opinion No. 16
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No Solicitation of Other Transactions

JCN has agreed that it (and its subsidiaries)maitipermit its officers, directors, agents or ficiahadvisors to solicit or encourage any
inquiries or the making or implementation of anggwsal or offer (including, without limitation, amyoposal or offer to its shareholders) v
respect to a merger, acquisition, tender offerharge offer, consolidation, sale of assets or amtiinsaction involving all or any significant
portion of the assets or any equity securitiesGM &r any of its subsidiaries, other than the taatisns contemplated by the Merger
Agreement. The Merger Agreement does not, howgvehibit JCN from entering into discussions witkpect to an unsolicited proposal if
the JCN Board of Directors determines in good fHitit the failure to take such action would congtita breach of its fiduciary duties to JCN
Shareholders under applicable law.

Terms of the Merger; Exchange of Certificates

The Merger Agreement provides that, upon satisfaadr waiver of certain conditions, JCN will be med into Jackson, a wholly owned
subsidiary of Highwoods formed for the sole purpokeffecting the Merger.

As a result of the Merger, each JCN Shareholdédradkive, at his or her election, between 1.84208 shares of Highwoods Common (the
"Per Share Stock Consideration") or $65 in cash '(Ber Share Cash Consideration") or a combinatidhe two, subject to the limitation tt
Highwoods will not pay more than 40% of the totadgler consideration in cash. A JCN Shareholder etest to receive shares of
Highwoods Common for all or some of his or her skasf JCN Common.

With respect to each share of JCN Common for whgcholder has elected to receive shares of Higliw@@ommon, the number of shares of
Highwoods Common to be received in the Merger vally depending on the Value of a share of Highwdddsimon as follows:

Value of a share Co nsideration to be received
of Highwoods Common per share of JCN Common
equal to or greater than $35.36  1.84 shar es of Highwoods Common
between $35.36 and $32.00 that numb er of shares of Highwoods Common
determine d by dividing $65 by the Value
of a shar e of Highwoods Common
equal to or under $32.00 2.03 shar es of Highwoods Common

With respect to those shares of JCN Common for lvitécholder (or the beneficial owner, as the casg be) has elected to receive cash and
does not dissent (the "Cash Election Shares")Vigvger consideration will be $65 in cash. To theeak however, that the number of Cash
Election Shares and the shares of JCN CommonwbBith the holder thereof seeks to exercise apgragids (the "Dissenting Shares")
exceeds 40% of the outstanding shares of JCN Comtinen a portion of the Cash Election Shares (sppeaportionately among all of such
shares) will be converted into a right to receivghttvoods Common as specified above. The numbermsh&lection Shares to be so
converted will be the minimum necessary to ensaiethe cash component of the total Merger conatiter does not exceed 40%.

All shares of JCN Common, when converted pursuattie Merger, will no longer be outstanding and aiitomatically be canceled and
retired and each holder of a certificate represgrahares of JCN Common will cease to have anysigith respect thereto, except the right
to receive certificates representing shares of Wagds Common or cash, as applicable, as well asliastybutions declared with respect
thereto with a record date after the Effective Tid@N Shareholders should not tender their ceatiéie representing shares of JCN Common
with their proxies. As promptly as practicable aftee Effective Time, First Union National Bank,tag exchange agent ("Exchange Agent"),
will mail to the JCN Shareholders transmittal miaisrfor use in exchanging certificates represegnsginares of JCN Common for certificates
evidencing shares of Highwoods Common or cash!"Bee Merger -- Exchange of Certificates."

The Special Meeting

A special meeting of the JCN Shareholders will blellat The Ritz-Carlton Hotel, Kansas City, Misspan July 1, 1998, at 10:00 a.m.
Central Time (the "Special Meeting™), for the pusp®f considering and voting upon the Merger Agresin

Only holders of record of JCN Common at the cldsleusiness on April 27, 1998 will be entitled tatine of and to vote at the Special
Meeting. At the Special Meeting, each holder of XCdnmon will be entitled to one vote for each share
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held, and the affirmative vote of at least two-dkiof the outstanding shares of JCN entitled te i®tequired to approve the Merger
Agreement. Abstentions and failures to vote willdnghe same effect as votes cast against apprbttad dlerger Agreement.

On April 16, 1998, directors and executive officefsICN beneficially owned 411,802 shares of JCh@wmn, or approximately 8.9% of the
shares of JCN Common outstanding. The directorseeardutive officers of JCN have indicated that timtgnd to vote the JCN Common tt
own "FOR" approval of the Merger and the Mergerdemnent. Shares of JCN Common held by the J.C. Mickmmpany Employee Stock
Ownership Trust are excluded from both of the foieg statements.

If the Merger is completed, Jackson will acquileofthe assets and liabilities of JCN, and eadistanding share of JCN Common will be
converted, at the election of the holder theretf the right to receive between 1.84 and 2.03eshaf Highwoods Common or $65 in cash or
a combination of the two, subject to the limitasatescribed herein.
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HIGHWOODS PRO FORMA COMBINED FINANCIAL INFORMATION

The following table sets forth the summary unawtifieo forma combined financial data for Highwoaalssuming the Merger had occurrec
the dates indicated herein, and reflecting thefpmma adjustments described in the notes to thedited pro forma financial statements
included elsewhere in the Proxy Statement/Prospectu

The summary unaudited pro forma combined operatitg are presented as if the Merger had been conated at the beginning of the
period presented.

The summary unaudited pro forma combined balaneetsh presented as if the Merger had occurred arcivM31, 1998. The Merger has
been accounted for under the purchase method otiating in accordance with Accounting PrinciplesaBbOpinion No. 16. In the opinion
of Highwoods' management, all significant adjusttaerecessary to reflect the effects of the Mergeetbeen made.

The summary pro forma financial information sholdread in conjunction with, and is qualified s éntirety by, the historical financial
statements and notes thereto for Highwoods incatpdrby reference into the Proxy Statement/ Praspeand for JCN set forth elsewhere in
this Proxy Statement/Prospectus and the unauditetbpma financial statements and notes theretinded elsewhere in the Proxy
Statement/Prospectus.

The summary unaudited pro forma operating and belaheet data are presented for comparative puwpodeand are not necessarily
indicative of what the actual combined results @hvoods and JCN would have been for the periodsdares presented. Nor does such
purport to represent the results of future periods.

Pro For ma Three Months Ended
---------- March 31,
Three Mon ths
Ended
March 3 1,
1998 1998 1997
(dollar s in thousands except per share
amounts)
Operating Data:
Total revenue: $ 124,5 80 $ 102,488 $ 58,321
Rental property operating
expenses(l) ...coeeeeerniieeenn. 38,2 90 29,728 15,342
General and administration ............ 5,6 29 3,784 2,080
Interest expense .........ccccvvveeen 23,3 91 17,778 12,035
Depreciation and amortization ......... 19,7 10 17,161 9,310
Income before minority interest ....... 37,5 60 34,037 19,554

Minority interest

Income before extraordinary item ...... 31,9 26 28,429 16,425
Extraordinary item -- loss on early

extinguishment of debt .. 46) (46) (3,337)
Net income ........cccceveviiieeennne 80 28,383 13,088
Dividends on preferred stock 45) (6,145) (1,407)
Net income available for common
shareholders ...........ccccceeennee. $ 237 35 $ 22,238 $ 11,681
Net income per common
share -- basiC .......cccccceveenen. $ . 39 % 45 °$ .33
Net income per common
share -- diluted ..................... $ . 39 % 45 $ .33
Balance Sheet Data
(at the end of period):
Real estate, net of accumulated
depreciation ...........cccccevveenns $ 3,508,3 45 $2,998,539 $ 1,598,747
Total assets .......c.ccvvveeveneenn. 3,774,6 31 3,131,732 1,666,113
Total mortgages and notes payable ..... 1,443,5 03 1,231,099 589,053
Other Data:
FFO(2) vevveiiiiiiieciiee e 49,1 25 45,043 27,457
Cash flow provided by (used in):
Operating activities ............... 57,2 70 51,971 28,851
Investing activities ............... (283,0 77) (325,844) (34,162)
Financing activities(3) ............ 295,9 77 295,977 2,487
Number of in-service properties ....... 6 43 530 345

Total rentable square feet ............ 39,805,0 00 33,930,000 21,002,000



December
1997
(dollars i
Operating Data:

Total revenue: $ 455,
Rental property operating
expenses(l) ...ccooeeeerniienenn. 150,
General and administration ............ 17,
Interest expense .........ccccvvveeen 88,
Depreciation and amortization ......... 70,
Income before minority interest ....... 127,
Minority interest .........c........... (19,
Income before extraordinary item ...... 108,
Extraordinary item -- loss on early
extinguishment of debt

Net income per common

share -- basic

Net income per common
share -- diluted

Balance Sheet Data

(at the end of period):

Real estate, net of accumulated
depreciation ...........c.ccceveenns $

Total assets .........cceeveeveveenn.

Total mortgages and notes payable .....

Other Data:

FFO(2) vevveviieiiieciiee e 165,
Cash flow provided by (used in):
Operating activities ..................
Investing activities .
Financing activities(3) ...............

Number of in-service properties .......

Total rentable square feet ............ 39,805,
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Year Ended Year Ended
31, December 31, December 31,
1997 1996

n thousands except per share amounts)

612 $ 274,470 $ 137,926

979 76,743 35,313
692 10,216 5,666
593 47,394 26,610
832 47,533 22,095

516 92,584 48,242
128)  (15,106) (6,782)

388 77,478 41,460

799)  (5,799) (2,140)

589 71,679 39,320
581)  (13,117) -

008 $ 58562 $ 39,320

15 ¢ 151 $ 151

14 $ 150 $ 150

- $2,614,654 $1,377,874
- 2,722,306 1,443,440
- 978,558 555,876

767 127,000 70,620

~ 130,192 71,317
~  (524,283) 419,782

~ 393167  (486,867)
643 481 292

000 30,721,000 17,455,000



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

(2) Funds From Operations ("FFQO") is defined asimaime, computed in accordance with generally gteckaccounting principles
("GAAP"), excluding gains (losses) from debt restuning and sales of property, plus depreciaticth@mortization and after adjustments for
unconsolidated partnerships and joint ventures.dgament of Highwoods generally considers FFO ta bseful financial performance
measurement because, together with net incomeastdflows, FFO provides investors with an additidozesis to evaluate its ability to incur
and service debt and to fund acquisitions and athpital expenditures. FFO does not represennigetrie or cash flows from operating,
investing or financing activities as defined by GRALt should not be considered as an alternativeetoncome as an indicator of Highwoods'
operating performance or to cash flows as a meaduiguidity. FFO does not measure whether cast ik sufficient to fund all cash needs
including principal amortization, capital improvente and distributions to shareholders. Furthergd$éuinom operations statistics as disclosed
by other REITs may not be comparable to Highwoodulation of FFO.

(3) Reflects Highwoods' cash flows and pro formshciows from operating, investing and financingh\aties. Pro forma cash flows from
operating activities represents net income plusetggtion of rental properties and amortizatiomleferred expenses, line of credit fees and
the cost of unwinding certain interest rate swaggagents. There are no pro forma adjustments fmgds in working capital items. This pro
forma cash flow data is not necessarily indicati’evhat actual cash flows would have been assumhiegransactions described in the
introduction to the table had been completed aBebeginning of each of the periods presenteddoes it purport to represent cash flows
from operating, investing and financing activitfes future periods.

COMPARATIVE PER SHARE DATA

The following summary presents selected comparainsidited per share information for Highwoods 3@&! on a historical basis and for
Highwoods and JCN on a pro forma combined basisnaisg) the combination had been effective througlioaperiods presented. JCN pro
forma equivalent per share amounts reflected bslmw the amount of net income, cash distributiah strareholders' equity that would have
been allocable to one share of JCN Common, mudtighly 2.03 which is the number of shares of HighdgoGommon that would be received
for each share of JCN Common assuming a Valueshfee of Highwoods Common of $32.0197.

HIGHWOODS JCN

Historical Proforma  Historical Equiv alent Proforma
Book value per share:
March 31,1998 ......ccoooeiiiiiieiieeee .. $30.13 $ 32.03 $ (4.27) $ 65.02
December 31, 1997 ....cccoccveeeeviiiiiiiiiies 29.92 -- (5.76) --
Basic income per share from continuing operations:
Three Months Ended March 31, 1998 ................ .45 .39 46 (1) .79
Twelve Months Ending December 31, 1997 ........... 1.51 1.15 4.63 (1) 2.33
Cash dividends per share:
Three Months Ended March 31, 1998 ................ .51 41 -- .83
Twelve Months Ending December 31, 1997 ........... 1.98 1.26 - 2.56

(1) JCN Historical column reflects basic income gleare from continuing operations after incomeetgyense (benefit).
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COMPARATIVE SHARE PRICES
Highwoods

The Highwoods Common has been traded on the NY 8Eruihe symbol "HIW" since June 7, 1994. The follogvtable sets forth the
quarterly high and low sales prices per share ghi#tbods Common reported on the NYSE, the averaifyetdading volume on the NYSE
during the quarter and the quarterly distributideslared per share of Highwoods Common, from Jud®94 through May 29, 1998.

Closing Price Average Daily  Distri butions
Per Share Trading Volume Per Share
Period or Quarter High Low

June 7, 1994 through June 30, 1994 ......... $ 211/2 $197/8 192,453 .0 75(1)
Third Quarter 1994 ........cccccvvvveeenen. 21 20 16,922 A4 25
Fourth Quarter 1994 ..........cccceeeeenne 215/8 18 3/4 17,931 4 25
First Quarter 1995 .........ccccccvveeneen. 22 20 58,080 4 25
Second Quarter 1995 ............eceeeneee 251/2 211/4 41,335 4 50
Third Quarter 1995 .........ccccvvvevinen. 26 7/8 237/8 75,770 A4 50
Fourth Quarter 1995 ..........ccceeeieeenne 28 3/8 251/2 38,523 4 50
First Quarter 1996 ...........ccccceeeneeen. 30 1/2 27 3/4 45,319 4 50
Second Quarter 1996 ..............ceeneeee 301/4 26 7/8 131,286 4 80
Third Quarter 1996 ...........cccceeeveeeee. 30 3/8 27 72,058 A4 80
Fourth Quarter 1996 ...........ccceeeveeenne 333/4 28 1/2 129,931 4 80
First Quarter 1997 .......cccceevvvennen. 351/2 33 98,025 4 80
Second Quarter 1997. .........coeveiinnns 331/2 30 107,450 5 10
Third Quarter 1997 .......ccccevvvvernnen. 3513/16 311/16 156,188 5 10
Fourth Quarter 1997 ........ccccoeeveveeene 37 3/8 33 204,803 5 10
First Quarter 1998 ..........cccccveeneen. 377/16 321/4 174,520 5 10
April 1, 1998 through May 29, 1998 ......... 355/16 323/8 200,176 -

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

On May 29, 1998, the last reported sale price gifare of Highwoods Common on the NYSE was $33 Iperes On December 22, 1997, the
last full trading day prior to the public announaof the Merger, the last reported sales price stiare of Highwoods Common on the
NYSE was $34 1/16 per share. As of May 29, 1998hiibods had 1,063 shareholders of rec

Highwoods intends to continue to declare quartgidyributions on the Highwoods Common. Howeveraesurances can be given as to the
amounts of future distributions as such distritngiare subject to Highwoods' cash flow from operej earnings, financial condition, capital
requirements and such other factors as the HighsvBo@rd of Directors deems relevant. Highwoodsdedsrmined that 100% of the per
share distribution for 1994, 93% of the per shas&itution for 1995, 81% of the per share disttibn for 1996 and 70% of the per share
distribution for 1997 represented ordinary incomég shareholders for income tax purposes. Thair@ny distributions constituted a return
of capital. No assurance can be given that suateptage will not change in future years.
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JCN

The JCN Common has been traded over-the-counter thel symbol "NCJC." The following table sets fiattie quarterly high and low sales
prices per share of JCN Common reported on thetineecounter market, the average daily trading m&wn the over-the-counter market
during the quarter and the quarterly distributideslared per share of JCN Common, from Januar996 through May 29, 1998.

Closing Price Average Daily Distri butions
Per Share Trading Volume Per Share

Period or Quarter High Low

First Quarter 1996 ..........ccoccvveeenne $ 21.06 $ 20.00 186

Second Quarter 1996 .............cccvveene 36.50 32.00 266

Third Quarter 1996 .........cccccceeeennn.. 34.00 28.13 77

Fourth Quarter 1996 .........ccccceeeen.... 31.06 27.00 376

First Quarter 1997 ......ccccceevviienenne 34.00 29.00 307

Second Quarter 1997 ..........cccceivnnnns 35.50 28.25 5,313

Third Quarter 1997 ......ccccccvvveveennn. 56.00 37.25 18,756

Fourth Quarter 1997 ......cccccceveeeeennnn. 70.00 51.00 160

First Quarter 1998 .........cccevvieeene 74.00 62.00 281

April 1, 1998 through May 29, 1998 ......... 66.00 64.00 340

On May 29, 1998, the last reported sale price sifare of JCN Common on the over-the-counter mavkst$64.50 per share. On December
22,1997, the last full trading day prior to théfieiannouncement of the Merger, the last repostdd price of a share of JCN Common or
over-the-counter market was $52. As of May 29, 19g8N had 148 shareholders of record.

BECAUSE THE EXCHANGE RATIO IS FIXED WITHIN A SPECIED RANGE AND THE MARKET PRICE OF HIGHWOODS
COMMON IS SUBJECT TO FLUCTUATION, THE MARKET VALUBDF HIGHWOODS COMMON THAT JCN SHAREHOLDERS
WILL RECEIVE IN THE MERGER MAY INCREASE OR DECREASERIOR TO AND FOLLOWING THE MERGER. JCN
SHAREHOLDERS ARE URGED TO OBTAIN CURRENT MARKET QU@ATIONS FOR HIGHWOODS COMMON.
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RISK FACTORS

Certain statements in the Summary and under captiRisk Factors,” "The Merger -- Reasons for thedde Recommendation of the JCN
Board of Directors," "The Merger ©pinion of Financial Advisor" and elsewhere instRiroxy Statement/Prospectus (including the docts
incorporated by reference herein) constitute "fodaaoking statements" within the meaning of thev&e Securities Litigation Reform Act

of 1995. Such forward-looking statements involvewn and unknown risks, uncertainties and othewofadhat may cause the actual results,
performance or achievements of Highwoods or JCbetmaterially different from any future resultsrfpemance or achievements expressed
or implied by such forward-looking statements. Stagtiors include, among others, those discussenhbel

In considering whether to approve the Merger, J@lr&holders should consider, in addition to theothformation in this Proxy
Statement/Prospectus, the matters described below.

Possible Reduction in Consideration Received by JCShareholders

In considering whether to approve the Merger, J@br&holders should consider the risks associatédarpotential change in the relative
prices of Highwoods Common and JCN Common prighéoEffective Time due to changes in the busingsstations and prospects of
Highwoods or JCN, market assessments of the liketiithat the Merger will be consummated and thentirthereof, general market and
economic conditions and other factors. At the tohthe Merger, the value of a share of Highwoods@mn as compared with a share of
JCN Common may be less than such value at thedid@N Shareholder votes on the Merger or makesrhisr election as to the form of the
consideration to be received in the Merger. Anyrelase in the Value of a share of Highwoods Comnadomp $32.00 will result in a decree

in the value of the non-cash component of the Metgasideration.

Limit on Cash Consideration

Although a JCN Shareholder may elect to receiva passuant to the Merger with respect to somelafdlis or her shares of JCN Common,
such shareholders may instead receive shares dfndigds Common with respect to some of such Cagtti&gheShares. Cash consideration
paid to JCN Shareholders pursuant to the Mergéibeilimited to 40% of the aggregate consideragiaia to all JCN Shareholders. See "The
Merger -- Terms of the Merger."

Conflicts of Interest of Certain JCN Officers and Drectors

Certain officers and directors of JCN have inter@sthe Merger and related transactions that anfith the interests of JCN Shareholders
generally. From January 1996 through September,1B9M entered into employment agreements withxiésetive officers to permit JCN to
attract and retain talented managers capable ofding continuity to, and enhancing the operatiofsICN. One such agreement provides
Mr. Brady with certain benefits upon the occurrenta change of control not supported by Mr. Braatyd other agreements would provide
several other officers with certain benefits uploa dccurrence of a change of control and upon ¢harcence of various triggering events
subsequent to a transaction such as the Mergeordiogly, Messrs. Brady, Cook, de Avila, Dixon, F®eterson, Sloan, Stephenson and
Teaney and Ms. Marietti may be entitled to the Ereded receipt of cash, stock, or combined caslhstock consideration from Highwoods,
in approximate amounts of $6,215,783, $222,720191610, $218,005, $214,210, $618,260, $618,2625,834, $1,016,171 and $196,231,
respectively, which totals in the aggregate appnaxely $10.7 million (not taking into account olatpns related to certain of such
individuals' personal taxes), a portion of whichymat be deductible to JCN or Highwoods. A full Eqation of the triggering events for
such payments is set forth under "Description dfl JCChange in Control Agreements." As of the datéhis Proxy Statement/Prospectus,
Highwoods has not entered into any agreement with sfficers that would avoid or reduce the amairetny consideration to which they
might otherwise be entitled.

Mr. Barrett Brady, Chief Executive Officer of JCiN,the only employee of JCN who is a member ofi@Bl Board of Directors. Mr. Brady
abstained from the vote taken by the JCN Boardiaddiors to approve the Merger, and the JCN Bo#&idirectors was aware of the poten
conflict of interest resulting from Mr. Brady's tta as an employee of JCN with an agreement prayidéenefits upon the occurrence of a
change of control.

Mr. C. Q. Chandler, 1ll, a member of the JCN Boafdirectors, is also chairman of the board of clioes and a significant shareholder of
INTRUST Bank, N.A. ("INTRUST"), the trustee of JGNEmployee Stock Ownership Trust (the "ESOT"). INSY received payments of
fees from the ESOT totaling $114,480 during 19%id, ldighwoods has indicated its intention to terrtérthe ESOT upon consummation of
the Merger. As a result of the perception thatitierest
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of Mr. Chandler in INTRUST may result in a conflaftinterest with his duties as a member of the Boldrd of Directors, Mr. Chandler
abstained from the vote taken by the JCN Boardiaddiors to approve the Merger, and the JCN Bo#firectors was aware of the poten
conflict of interest resulting from his interestsINTRUST. Mr. Chandler and Mr. Brady expressedhjection to the Merger Agreement.

Potential Decrease in Price of Highwoods CommoruRiag from Future Highwoods' Offerings

Highwoods from time to time sells additional shavéslighwoods Common in public or private offeringsfund pending acquisition and
development activity, pay down indebtedness astatiaith its revolving loans and for general workitapital purposes. Such offerings may
affect the market price of Highwoods Common. Safesubstantial amounts of Highwoods Common or #regption that such sales could
occur could adversely affect the prevailing magate for Highwoods Common. No assurances can\mnghat Highwoods will not
undertake any material public or private offeririgdighwoods Common in the near future.

Dilution of the Ownership Percentage of Holders o§CN Common

Because the aggregate value of the outstandingsbéHighwoods Common is greater than that obtlitstanding shares of JCN Common,
the percentage of Highwoods that a holder of JChi@on will own as a result of the Merger will be sieathan such holder's ownership
percentage in JCN prior to the Merger. As a resdliders of JCN Common may have less influence theeaffairs of Highwoods than their
current influence over the affairs of JCN.

Potential Adverse Effects of Combining the Companie

Highwoods and JCN are large enterprises with omerain a number of different states. There candoassurance that costs or other factors
associated with the integration of the two compamieuld not adversely affect future combined resoftoperations. Highwoods may not be
able to achieve cost savings expected to resutt fhee Merger or may not be able to realize sucingawvas quickly as planned.

Dependence of Highwoods' Operating Performance onoBtheastern Markets

Highwoods' revenues and the value of its propeniag be affected by a number of factors, includireglocal economic climate (which may
be adversely impacted by business layoffs or daximgj industry slowdowns, changing demographicsathdr factors) and local real estate
conditions (such as oversupply of or reduced denfiandiffice, industrial and other competing comniarproperties). The Highwoods
Properties are located in 19 markets in North QaapFlorida, Tennessee, Georgia, Virginia, Souholina, Maryland and Alabama. Based
on March 1998 results, approximately 35% of thaéalerevenue from the Highwoods Properties is defrivem properties in Florida and
approximately 33% of such revenue is derived fraopprties in North Carolina. Highwoods' performancd its ability to make distributions
to shareholders is particularly dependent on tloa@aic and real estate conditions in the Southeasdin its Florida and North Carolina
markets in particular. There can be no assurantethe continued growth of the economy in Highwsi@butheastern markets or the
potential benefits to Highwoods of its investmanttie Midwest through its acquisition of JCN.

Potential Adverse Effects of Expanding into New @G@aphic Areas and Property Types

Although Highwoods has limited its development,wsiion, management and leasing business primariiparkets and property types with
which management is familiar, Highwoods may expi@mbusiness to new geographic areas and propgrégt Management believes that
much of its past success has been a result afdéd €xpertise in the Southeast and its experienttee ownership, management and
development of suburban office and industrial proes. Highwoods may not initially possess the séawel of familiarity with new
geographic areas and property types to developircgnanage or lease newly acquired propertigeagably as it does for its existing
properties.

As a result of the Merger, Highwoods will enter nesarkets in Missouri, Kansas and lowa. Highwoodshagement is not as familiar with
these geographic markets as with its existing smstern markets. Furthermore, Highwoods would aedlifferent property types, such as
retail properties, multifamily communities and davamily subdivisions, with which its managementpt as familiar. Although Highwoods
intends to retain the existing management of JCbhugpmpletion of the Merger, there can be no asseras to the successful integration of
the properties acquired in the Merger into thetexgsHighwoods' property portfolio. Failure to igrate such properties successfully could
adversely affect Highwoods' results of operations.
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Conflicts of Interest in the Business of Highwoods

Potential Adverse Tax Consequences upon Sale and®efng of Highwoods Properties. Holders of Comrhlmits in the Highwoods
Operating Partnership may suffer adverse tax caresemps upon the sale or refinancing of any of Higte' properties; therefore, such
holders, including certain of Highwoods' officersladirectors, and Highwoods may have different dibjes regarding the appropriate pric
and timing of any sale or refinancing of such préips. Although Highwoods, as the sole generalngarof the Highwoods Operating
Partnership, has the exclusive authority to deteemnathether and on what terms to sell or refinamcmdividual property, those members of
Highwoods' management and the Highwoods Board @fdbirs who hold Common Units may influence Highd®aot to sell or refinance
certain properties even though such sale or redfingmmight otherwise be financially advantageouklighwoods.

Potential Inability to Eliminate Conflicts of Intests. Highwoods has adopted certain policies nglat conflicts of interest. These policies
include a bylaw provision requiring all transacgdn which executive officers or directors haveoafticting interest to be approved by a
majority of the independent directors of Highwoads majority of the shares of capital stock heldilsinterested shareholders. There can be
no assurance that Highwoods' policies will be sssftg in eliminating the influence of such conflicand if they are not successful, decisions
could be made that might fail to reflect fully timerests of all shareholders.

Potential Anti-Takeover Effect of Certain Provissoof Maryland Law and Highwoods' Governing Docursent

Limitation on Ownership of Highwoods Common. The émded and Restated Articles of Incorporation ofidigods (the "Highwoods
Articles") prohibit ownership of more than 9.8%tbé outstanding capital stock of Highwoods by aesspn or entity. Such restriction is
likely to have the effect of delaying, deferringpyecluding an acquisition of control of Highwodasa third party without consent of the
Highwoods Board of Directors even if a change intoad were in the best interest of shareholders.

Required Consent of the Highwoods Operating Pastigifor Significant Corporate Action. Highwoodsyn#ot engage in certain change of
control transactions without the approval of thédbos of a majority of the outstanding Common Ur8Bould Highwoods ever own less than
a majority of the outstanding Common Units, thisivg requirement might delay, defer or precludeequisition or change in the control of
Highwoods. As of March 31, 1998, Highwoods ownegragimately 83% of the Common Units.

Difficulty in Removing Current Directors. The Higlmeds Board of Directors has three classes of dirgecthe terms of which will expire in
1999, 2000 and 2001. Directors for each class emerglly chosen for a three-year term. The staggerens for directors may affect the
shareholders' ability to change control of Highw®egden if a change in control were in the sharedrsldest interest. (JCN also has a
staggered board of directors.)

Anti-Takeover Protections of Highwoods OperatingtRership Agreement. The Highwoods Operating Peship Agreement has been
amended to clarify the provisions relating to liedgitpartners' redemption rights in the event ofaterthanges of control of Highwoods.
Because these provisions require an acquiror teempadvision under certain circumstances to mairttarHighwoods Operating Partnership
structure and maintain a limited partner's rightdatinue to hold Common Units with future rederoptrights, the amendment could have
effect of discouraging a third party from makingaquisition proposal for Highwoods.

Dilutive Effect of Shareholders' Rights Plan. Ontéber 4, 1997, the Highwoods Board of Directorspaed a Shareholders' Rights Plan and
declared a distribution of one preferred share lmse right (a "Right") for each outstanding shdidighwoods Common. The Rights were
issued on October 16, 1997 to each shareholdercofd on such date. The Rights have certain akeiotzer effects. The Rights will cause
substantial dilution to a person or group thatrafits to acquire Highwoods on terms not approvethbyHighwoods Board of Directors. The
Rights should not interfere with any merger or otgsiness combination approved by the Highwoodsr@8of Directors since the Rights
may be redeemed by Highwoods for $.01 per Rigltrpa the time that a person or group has acquiegetficial ownership of 15% or more
of the Highwoods Common. (JCN has also adoptedeekblder rights plan. See "Comparison of RightStudreholders -- Shareholders'
Rights Plans.")

Adverse Consequences on Distributions of HighwoodFailure to Qualify as a
REIT

Highwoods and the Highwoods Operating Partnersttgnd to operate in a manner so as to permit Higllwdo remain qualified as a REIT
under the Code. Although Highwoods believes thailltoperate in such a manner, no assurance caiviea that Highwoods will remain
qualified as a REIT. If in any taxable year Highwisavere to fail to qualify
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as a REIT, Highwoods would not be allowed a deduacfor distributions to shareholders in computiagatble income and would be subjec
Federal income tax (including any applicable akiie minimum tax) on its taxable income at regelamporate rates.

Factors that Could Cause Poor Operating Performancef the Highwoods Properties

Reliance on Performance of Properties. Real prgpevestments are subject to varying degrees kf Tike yields available from equity
investments in real estate depend in large path@®@@amount of income generated and expenses inkcuftdighwoods' properties do not
generate revenues sufficient to meet operatingresqse including debt service, tenant improvemdadsing commissions and other capital
expenditures, Highwoods' ability to make distribus to its shareholders and the Highwoods Oper&artnership's ability to make payme
of interest and principal on any debt securitiey ima adversely affected.

Highwoods' revenues and the value of its propeniag be adversely affected by a number of factochiding the national economic clime
the local economic climate, local real estate ciol, the percepuons of prospective tenants eftiractiveness of each property, the ability
of Highwoods to provide adequate management, meantee and insurance, and increased operating (fosltsding real estate taxes and
utilities). In addition, real estate values andoime from properties are also affected by such facte applicable laws, including tax laws,
interest rate levels and the availability of finemgc

Potential Adverse Effect of Competition on Operatiterformance. Numerous office and industrial pridge compete with Highwoods'
properties in attracting tenants to lease spaa®eSu these competing properties are newer ordettated than some of Highwoods'
properties. Significant development of office aduistrial properties in a particular area could haveaterial adverse effect on Highwoods'
ability to lease space in its properties and orréimés charged.

Bankruptcy or Weak Financial Condition of Tenaitsany time, a tenant of Highwoods' properties reegk the protection of the bankrup
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 Highwoods. Although Highwoods haxt experienced material losses from tenant bankiegtno assurance can be given that
tenants will not file for bankruptcy protectiontime future or, if any tenants file, that they vaiffirm their leases and continue to make rental
payments in a timely manner. In addition, a terfiorh time to time may experience a downturn irbiisiness, which may weaken its
financial condition and result in the failure to keaental payments when due. If tenant leasesaraffirmed following bankruptcy or if a
tenant's financial condition weakens, Highwoodsbime and its shareholder distributions may be agWeaffected.

Uncertainty in Renewal of Leases and Relettingp#Ec®. Highwoods will be subject to the risks thadmexpiration of leases for space
located in its properties, the leases may not bewed, the space may not be relet or the termsnafwal or reletting (including the cost of
required renovations) may be less favorable tharenulease terms. If Highwoods were unable tot i@eenew promptly the leases for all or
a substantial portion of this space or if the rerattes upon such renewal or reletting were sigaittly lower than expected rates, then
Highwoods' cash flow and ability to make expectestridutions to shareholders may be adversely tdtec

llliquidity of Real Estate. Equity real estate istments are relatively illiquid. Such illiquidityilvtend to limit the ability of Highwoods to
vary its portfolio promptly in response to chan@esconomic or other conditions. In addition, thed€ limits Highwoods' ability to sell
properties held for fewer than four years, whictyratfect Highwoods' ability to sell properties wotlt adversely affecting its financial
performance or at a time that would otherwise bifaénbest interest of its shareholders.

Potential Adverse Effect on Results of Operationg B> Changes in Laws. Because increases in incsenédce or transfer taxes are genel
not passed through to tenants under leases, sa@ages may adversely affect Highwoods' cash flavits ability to make distributions to
shareholders. Highwoods' properties are also sutgje@rious Federal, state and local regulatoguirements, such as requirements of the
Americans with Disabilities Act and state and loii@ and life safety requirements. Failure to ctynpith these requirements could result in
the imposition of fines by governmental authoriiesawards of damages to private litigants. Highdsbelieves that the Highwoods
Properties comply in all material respects withtstegulatory requirements. However, there can bassarance that these requirements will
not be changed or that new requirements will natrig@sed which would require significant unanti¢gehexpenditures by Highwoods and
could have an adverse effect on Highwoods' cashdlod expected distributions.
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Potential Problems in Development, Construction and\cquisition Activities

Highwoods intends to continue development and coasbn of office and industrial properties, incing development on the Highwoods
Development Land and the completion of the HighveoDdvelopment Projects. Risks associated with Higids' development and
construction activities, including activities refag to the Highwoods Development Land and the Higbels Development Projects, may
include: abandonment of development opportunitieastruction costs of a property exceeding origestimates, possibly making the
property uneconomical; occupancy rates and rerasatvly completed property may not be sufficientiake the property profitable;
financing may not be available on favorable terorsdevelopment of a property; and constructionlaade-up may not be completed on
schedule, resulting in increased debt service esgpand construction costs. In addition, new deweta activities, regardless of whether or
not they are ultimately successful, typically requa substantial portion of management's time #edtion. Development activities are also
subject to risks relating to the inability to olstadr delays in obtaining, all necessary zoninggtase, building, occupancy, and other required
governmental permits and authorizations. These ns&y adversely affect Highwoods' results of opematand ability to make distributions
its shareholders.

Highwoods intends to continue to acquire office anttlistrial properties. Acquisitions of office amdlustrial properties entail risks that
investments will fail to perform in accordance witkpectations, adversely affecting operations &adeholder distributions. Estimates of the
costs of improvements to bring an acquired propaptyo standards established for the market posititended for that property may prove
inaccurate.

Potential Adverse Effect of Incurrence of Debt

Potential Inflexibility of Debt Financing. Highwosedind the Highwoods Operating Partnership are sutgj¢he risks associated with debt
financing, including the risk that the cash prodds operating activities will be insufficient toemt required payments of principal and
interest, the risk of rising interest rates on filog rate debt, the risk that Highwoods and thehigods Operating Partnership will not be able
to prepay or refinance existing indebtedness (whererally will not have been fully amortized attariy) or that the terms of such
refinancing will not be as favorable as the terexisting indebtedness. If refinancing of suchebttdness could not be secured on
acceptable terms, Highwoods might be forced toadispf properties upon disadvantageous terms, whight result in losses and might
adversely affect the cash flow available for digition to equity holders or debt service. An iniépilo secure refinancing could also cause
Highwoods to issue equity securities when its vidduais low, which could adversely affect the margece of such securities. In addition,
property or properties are mortgaged to secure paywof indebtedness and Highwoods is unable to meeigage payments, the mortgage
securing the property could be foreclosed uporobyhe property could be otherwise transferredhie mortgagee with a consequent loss of
income and asset value to Highwoods and poterttisdrae effect on shareholder distributions.

Adverse Effect of Potential Increases in Markegetest Rates. Highwoods and the Highwoods Oper&amtnership have incurred and expect
in the future to incur variable rate indebtedn&ssannection with the acquisition and developmémroperties, as well as for other purposes.
Also, additional indebtedness that Highwoods aredHlghwoods Operating Partnership may incur ungkeleikisting revolving credit facilitie
will bear interest at variable rates. Accordinghgreases in interest rates would increase intemst (to the extent that the related
indebtedness was not protected by interest rateqiion arrangements), which could adversely affighwoods' results of operations and its
ability to pay expected distributions to sharehdde

Possible Environmental Liabilities

Under various Federal, state and local laws, ordiea and regulations, such as the ComprehensivieoBmental Response Compensation
and Liability Act or "CERCLA," and common laws, awner or operator of real estate is liable fordbsts of removal or remediation of
certain hazardous or toxic substances on or in pumberty as well as certain other costs, includjogernmental fines and injuries to persons
and property. Such laws often impose such liabililyhout regard to whether the owner or operat@vkiof, or was responsible for, the
presence of such hazardous or toxic substancegrélence of such substances, or the failure tedi@ie such substances properly, may
adversely affect the owner's or operator's ahititgell or rent such property or to borrow usingtsproperty as collateral. Persons who
arrange for the disposal or treatment of hazardotsxic substances may also be liable for thescoktemoval or remediation of such
substances at a disposal or treatment facility tidreor not such facility is owned or operated bgtsperson. Certain environmental laws
impose liability for release of asbestos-contaimmaterials ("ACM"), and third parties may seek nery from owners or operators of real
property for personal injuries associated with AGMhumber of the Highwoods Properties contain ACMmaterial that is presumed to be
ACM. In connection with the ownership and operatiits
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properties, Highwoods may be liable for such cdstaddition, it is not unusual for property own&yncounter osite contamination caus
by off-site sources, and the presence of hazardotoxic substances at a site in the vicinity @ireperty could require the property owner to
participate in remediation activities in certairses or could have an adverse affect on the valsadf property. Contamination from adjac
properties has migrated onto at least three pregestvned by Highwoods; however, based on currdatrnation, management of
Highwoods does not believe that any significantedial action is necessary at these affected sites.

As of the date hereof, 99% of the Highwoods Praogetiave been subjected to a Phase | environmesgassment. These assessments have
not revealed, nor is management of Highwoods awfreny environmental liability that it believes wid have a material adverse effect on
Highwoods' financial position, operations or ligitydtaken as a whole. This projection, however,ldqarove to be incorrect depending on
certain factors. For example, Highwoods' assessmeay not reveal all environmental liabilities oayrunderestimate the scope and severity
of environmental conditions observed, with the lethat there may be material environmental lidigi§ of which Highwoods is unaware, or
material environmental liabilities may have arigéter the assessments were performed of which Higlde is unaware. In addition,
assumptions regarding groundwater flow and thetemxd® and source of contamination are based otabieasampling data, and there are no
assurances that the data is reliable in all cAdeszover, there can be no assurance that (i) futwvs, ordinances or regulations will not
impose any material environmental liability or ile current environmental condition of the Highwsdroperties will not be affected by
tenants, by the condition of land or operationthvicinity of the Highwoods Properties, or byrthparties unrelated to Highwoods.

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 Highwoods for any damages resultimg the tenants' use of the property.
Highwoods is not aware of any material environmigotablems resulting from tenants' use or genenatichazardous substances. There are
no assurances, however, that all tenants will cgmyith the terms of their leases or remain sohant that Highwoods may not at some point
be responsible for contamination caused by sucmtsn

Rights of Holders of Highwoods Common may be LesgoFable than Rights of JCN Shareholders

JCN is governed by the law of Missouri as well gs$tb charter (the "JCN Articles") and bylaws (t€N Bylaws"); Highwoods is governed
by the law of Maryland, the rules of the NYSE, thighwoods Articles and its bylaws (the "Highwoodd&®vs"). The different laws

governing the two corporations, together with tiféecent provisions in the respective corporatécts and bylaws of JCN and Highwoods,
create differences in the rights of the sharehsldéthe two corporations. As a result of theséed#hces, in some cases, the rights of a holder
of Highwoods Common may be considered less favertiiain those of a holder of JCN Common. This ie&sfily true with respect to
differences in the provisions affecting changeaftool transactions and those governing the Boabirectors, which differences are
summarized below. A detailed comparison of thetagti holders of JCN Common versus those of holdeHighwoods Common is set fol

at "Comparison of Rights of Shareholders."

Difficulty in Changing Control of Highwoods. It mde more difficult for a third party to acquire ¢am of Highwoods than JCN. Frequently,
a change of control transaction involves a premiointhe shares of the target over then-current etgkices, and the statutory, charter and
bylaw provisions governing Highwoods may reducelittelihood that its shareholders would enjoy tlsgible benefits of a change of
control transaction.

JCN Shareholders may have Lesser Control over iftsiHighwoods. Minority shareholders are lessliiko be able to secure represente
on the Highwoods Board of Directors than on the Beidrd of Directors because, unlike JCN, Highwoddas not elect its directors by
cumulative vote. With respect to the removal oédiors, it is more difficult to remove a Highwoatlsector than a JCN director, even when
the removal of a director would be in the bestrigdeof the shareholders.

In addition, the governing provisions regarding lilbility and indemnification of directors are nedfiavorable for directors of Highwoods
than directors of JCN. As a result, directors dild@ay be more motivated than directors of Highwotadgerform their duties at the highest
standard of care.
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THE SPECIAL MEETING
Purpose

This Proxy Statement/Prospectus is furnished to 3Gareholders in connection with the solicitatiopmxies by and on behalf of the JCN
Board of Directors for use at the Special Meetiftgs Proxy Statement/Prospectus is first being edlaib JCN Shareholders on or about
June , 1998.

Record Date; Vote Required

The affirmative vote of the holders of at least #thids of the outstanding shares of JCN Commaedsired to approve the Merger
Agreement. Only holders of JCN Common of recordfabe close of business on April 27, 1998 (thec®td Date") are entitled to vote at
Special Meeting. At the close of business on theoReDate, 4,619,039 shares of JCN Common wergaouting. Holders of shares of JCN
Common are entitled to one vote for each share drekthe Record Date.

THE JCN BOARD OF DIRECTORS HAS APPROVED THE TERME OHE MERGER AGREEMENT AND THE CONSUMMATION
OF THE MERGER CONTEMPLATED THEREBY, AND RECOMMENDBHAT

JCN SHAREHOLDERS VOTE "FOR" APPROVAL OF THE MERGEEXGREEMENT.
Solicitation and Revocation of Proxies

The Special Meeting will be held at The Ritz-Canrltdotel, Kansas City, Missouri on July 1, 19981@i00 a.m. Central Time. At the Special
Meeting, JCN Shareholders will be asked to considervote upon the approval of the Merger Agreemfemy proxy given may be revoked
at any time before it is exercised, by deliveradater-dated proxy or by notifying the Secretary©N, Mr. Price A. Sloan, in person or in
writing of an intention to revoke a proxy.

All shares represented by a proxy given pursuatitigosolicitation will be voted as specified themeat the Special Meeting. If no
specification is given, such shares will be voteéaivor of the proposal to approve the Merger Agreet. The JCN Board of Directors will
not use any proxies voted against the Merger fimuadment or postponement of the Special Meetitgnided to permit further solicitation.

Proxies are being solicited by and on behalf ofJ@#&l Board of Directors. In addition to solicitatiby mail, JCN may cause proxies to be
solicited in person or by telephone or telegrand®i's officers, directors and employees. Theseopsrwill receive no additional
compensation for solicitation of proxies, but ma&yrbimbursed for reasonable out-of-pocket expeinsesnnection with such solicitations.
JCN has also arranged for brokerage firms, banlsipdians, nominees and fiduciaries to forward pslicitation materials to owners of t
JCN Common held of record by such persons. Thedafasilicitation of proxies for the Special Meetiwgl be borne by JCN.

JCN has retained Innisfree M & A Incorporated (l&free") to assist in the solicitation of proxies the Special Meeting. For these services,
Innisfree will receive an initial fee of $10,000up reimbursement for its out-of-pocket disbursetselfi requested to contact individual
registered holders, nonobjecting beneficial holders ESOT beneficiaries, Innisfree will charge alesi per contact fee, which fee includes
related telephone expenses. JCN estimates thectsthbf the services to JCN to be less than $40,00

THE MERGER

The description of the Merger contained in thisxiyrS8tatement/Prospectus is qualified in its entitst reference to the Agreement and Plan
of Merger among Highwoods, Jackson and JCN dategmber 22, 1997 (the "Original Merger Agreementity Amendment No. 1 to the
Agreement and Plan of Merger dated as of AprilZZ®8 (the "Amendment"), the full texts of which atéached as Appendix A, and are
incorporated herein by reference.

Terms of the Merger

The Merger Agreement provides that, upon satigiaair waiver of certain conditions, JCN will be med into Jackson, a wholly owned
subsidiary of Highwoods formed for the sole purpokeffecting the Merger.

As a result of the Merger, each JCN Shareholddragdkive, at his or her election, shares of HigbdsoCommon or cash or a combination of
the two, subject to the limitation that Highwoodd wot pay more than 40% of the total Merger cdesation in cash. A JCN Shareholder
may elect to receive shares of Highwoods Commomlfar some of his or her shares of JCN Common.
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With respect to each share of JCN Common for whgcholder has elected to receive shares of Higliw@@ommon, the number of shares of
Highwoods Common to be received in the Merger (Ehehange Ratio") will vary depending on the Vabfea share of Highwoods Comm
as follows:

Value of a share of Co nsideration to be received
Highwoods Common per share of JCN Common
equal to or greater than $35.36  1.84 shar es of Highwoods Common
between $35.36 and $32.00 that numb er of shares of Highwoods Common
determine d by dividing $65 by the Value
of a shar e of Highwoods Common
equal to or under $32.00 2.03 shar es of Highwoods Common

No fractional shares of Highwoods Common will beuisd in connection with the Merger. In lieu therdmiiders of JCN Common w
receive cash (without interest) in an amount etpualich fractional part of a share of Highwoods @mn multiplied by the Exchange Ratio.
No such holder will be entitled to dividends, vatirights, or any other rights as a shareholdeespect of any fractional shar

With respect to the Cash Election Shares, the Mergesideration will be $65 in cash. To the extéotyever, that the number of Cash
Election Shares and Dissenting Shares exceeds #0% outstanding shares of JCN Common, then agpoof the Cash Election Shares
(spread proportionately among all of such sharépe converted into a right to receive Highwodgismmon as specified above. The
number of Cash Election Shares to be so converiiéterthe minimum number necessary to keep thb camponent of the total Merger
consideration (including cash paid for Dissentitgu®s) below 40%.

The following table illustrates the cash versuslsttomponent of the Merger consideration for eaabhElection Share under various JCN
Shareholder voting scenarios:

Co mponents of
Merger
Consideration
Percentage of Shares per Cash Election
of JCN Stock Share
Perfecting Electing Highwoods
Dissenters' Rights  Cash C ash Common
Scenario 1 25% 60% 2 5% 75%
Scenario 2 25% 30% 5 0% 50%
Scenario 3 25% 15% 10 0% 0%
Scenario 4 10% 75% 4 0%  60%
Scenario 5 10% 50% 6 0% 40%
Scenario 6 10% 30% 10 0% 0%

Background of the Merger

In July 1997, the JCN Board of Directors requestad Morgan Stanley & Co. Incorporated ("Morganrg"), an internationally recognize
investment banking firm, review various capitalrpiang and strategic alternatives available to JUNs analysis was requested because
management of JCN had identified significant depelent projects and outlined a strategy for growith which it was prepared to proceed.
The JCN Board of Directors and Morgan Stanley beliethat certain capital raising alternatives warailable, pursuant to which JCN could
finance its growth and provide liquidity to JCN &#faolders, and management of JCN believed sucitmatiees could also cause the value of
the JCN Common to increase and better reflect@ Board of Directors' assessment of JCN's valdeth@at time, JCN Common was
trading at approximately $40 per share.) Morgami8tapresented information to the JCN Board of Etives at a meeting on August 27, 1997
that outlined the following four options: (i) a paite issuance of convertible preferred stocka(ijrivate issuance of JCN Common; (i) a
public offering of JCN Common; or (iv) a strategmmbination with a public real estate company puhblic real estate investment trust.

The JCN Board of Directors identified the privageuance of convertible preferred stock as the pezfenethod of satisfying the identified
objectives. However, the JCN Board of Directorscéi®ld and was unable to obtain the support ofthgtee of the JICN Employee Stock
Ownership Trust (the "ESOT"), INTRUST Bank, N.AINTRUST"), which support was viewed as necessagntend the JCN Articles in
order to authorize the issuance of such securifies.trustee's support was viewed as necessarysetize ESOT holds approximately 30.5%
of the outstanding shares of JCN Common,
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and the support of a majority of JCN Shareholdesds required to amend the JCN Articles, seemedrtain without the support of
INTRUST. Accordingly, the JCN Board of Directorstelenined to pursue simultaneously what it percea®gthe two most viable remaining
options, the private issuance of JCN Common oradeggic merger with a public real estate comparg public real estate investment trust
September 1997, the JCN Board of Directors authdrMorgan Stanley to canvass parties that it censaimost likely to enter into either of
the foregoing transactions with JCN and to preaegtresulting proposals to the JCN Board of Direxfor consideration.

During the period beginning June 1997 and extentlimyugh October 1997, management and represesgasfWJCN had numerous
discussions with INTRUST to address a number oteors expressed by INTRUST, including the liquidigeds of the ESOT. During the
course of those discussions, JCN understandsNA®WST was approached by Bosfield, L.L.C., an Indi&imited liability corporation
("Bosfield"), with an offer to purchase at $59 phare all of the shares of JCN Common held by ®®E INTRUST entered into an
agreement with Bosfield, dated as of Septembel 247, pursuant to which INTRUST agreed to sell ¢sfizld all of the JCN Common then
owned by the ESOT and "provide reasonable assistaodBosfield in any effort by Bosfield to acquaa additional 700,000 shares of JCN
Common. The JCN Board of Directors met with thegipals of Bosfield and was told of Bosfield's desb obtain control of JCN. The JCN
Board of Directors requested on more than one amtasut was never provided, specific steps to Whdosfield would commit that would
protect the interest of the minority shareholddr3@N subsequent to any acquisition by Bosfieldaftrol of JCN. The JCN Board of
Directors concluded that alternatives existed wwaild provide better value to all JCN Shareholdiexduding the ESOT, and would meet the
objectives previously outlined by the JCN Boardatectors. Accordingly, the JCN Board of Directargied Morgan Stanley to continue its
preliminary discussions with parties as descrildeal/a.

Morgan Stanley, together with JCN in certain ins&®) proceeded to contact four investors to deterhieir interest in purchasing JCN
Common in amounts necessary to finance JCN's grstrdkegy. In addition, Morgan Stanley, togethehwiCN in certain instances,
contacted eight public real estate companies aalcestate investment trusts that it perceived at tik@ly to be interested in a strategic
merger with JCN. As a result of such conversatitms JCN Board of Directors evaluated two spegifiposals for consideration. One such
proposal contemplated an issuance by JCN, at a palow $65 per share, of a significant (but nettiaglling) percentage of JCN Common to
a prospective investor. The other was a proposetegic merger with Highwoods. Highwoods expreseeztest in a strategic merger with
JCN, in writing, indicating a range of perceivedues it would expect to pay, subject to due dilicesrprovided that JCN negotiated
exclusively with Highwoods during such period. ANavember 19, 1997 meeting, the JCN Board of Dinschad an extensive discussion as
to the advantages and disadvantages of each option.

At a November 24, 1997 meeting, the JCN Board oé®ors voted to pursue a strategic merger witthiigpds and established a
Negotiating Committee of the JCN Board of Directoosisisting of Messrs. Hoskins, Morgan and Bradyaook with JCN counsel t
negotiate an acceptable letter of intent with Highds and subsequently negotiate terms of a proptefadtive agreement for consideration
by the JCN Board of Directors. The JCN Board ofebiors determined that a strategic merger, suthealslerger, was at that time the most
viable option for JCN because, in the view of tB&lBoard of Directors, it would provide accessdtatively low cost capital, permit pursuit
of JCN's existing business strategy, provide tdgrdal for those JCN Shareholders seeking thatfiteaad provide greater liquidity to JCN
Shareholders. The JCN Board of Directors beliehedl dlternatives then available to it could noefisctively provide such benefits.

The letter of intent first offered by Highwoods ioalted their interest in pursuing a transactioa ptice between $62 and $64 per share of
Common. The draft letter of intent required a peiad exclusivity extending until December 20, 198dring which time JCN could not soli
proposals or discuss an acquisition with any pattter than Highwoods. The draft letter of interstoasought payment to Highwoods by JCN
of a termination fee of 5% of the aggregate trafisawalue in the event that Highwoods made anrdéfeacquire all of the stock of JCN at a
price at least equal to $64 per share. JCN reftesadree to such terms. As a result of negotiati@mieeen the Negotiating Committee and
Mr. O. Temple Sloan, Jr., Chairman of the Boartigfhwoods, Mr. Mack D. Pridgen, 1ll, Vice Presidamtd General Counsel of Highwoo
and outside counsel to Highwoods, the letter afrihtvas revised to delete the requested terminfgmrRepresentatives of Highwoods,
however, insisted on retaining the period of exgitisset forth in the letter of intent and indiedtthey would be unwilling to go forward with
discussions if they were not granted the perioeafusivity. The letter of intent, providing foreriod of exclusivity, was then signed on
November 24, 1997

From December 2, 1997 through December 20, 199hwtods, J.P. Morgan Securities Inc. ("J.P. Moryéine investment banking firm
serving as financial advisor to Highwoods), andsmé counsel to Highwoods conducted extensive digeedce of the assets and properties
of JCN. Highwoods first provided to JCN a draftloé merger agreement (as executed on Decembe®@22, the "Original Merger
Agreement") during the week of December 8, 1997.
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On December 14, 1997, members of the Negotiatingr@ittee, Mr. Price Sloan, the General Counsel &, J@dividuals from Morgan
Stanley, and outside counsel to JCN held a teleplasonference with officers of Highwoods and outsidensel to Highwoods to discuss the
proposed terms of the Original Merger Agreementiiuthis conference, representatives of JCN maagnaber of comments on the
proposed Original Merger Agreement, noting in gaitar their objection to: (i) the amount of a prepd termination fee and the
circumstances under which such fee would be payalitighwoods; (ii) the request by Highwoods th@NJenter into a stock option
agreement granting Highwoods an option to purchase JCN shares of JCN Common representing up % dbthe issued and outstanding
JCN Common (the "Ten Percent Option");

(iii) the provisions that set the stock portiortioé consideration at a fixed exchange rate ratieer & fixed dollar amount; and (iv) the
numerous conditions to the obligation of Highwotalslose the transaction. At that time, Highwoodd hot completed sufficient due
diligence to be in a position to commit to a spegifice.

While working with the Negotiating Committee, Higbads sought to negotiate with representativesegétiended Nichols family (who,
through individual share holdings and shares hetdiist, own approximately 26% of the JCN Commoarg with INTRUST agreements that
would commit the Nichols family and INTRUST to sappany agreement that might ultimately have besared into with JCN. Although
both the Nichols family and INTRUST appeared sufiperof the proposed transaction, Highwoods wadblet obtain such agreements on
terms it deemed acceptable. Highwoods was alsdeib@lobtain from the Negotiating Committee a cotnmeint to waive application of
JCN's Shareholder Rights Plan to a proposed pugdhaslighwoods of all of the JCN Common held by Kiehols family and the ESOT.

On December 16, 1997, Messrs. Temple Sloan, PridgehCarman J. Liuzzo, Vice President and Chie&fkéial Officer of Highwoods, J.P.
Morgan, and outside counsel to Highwoods met withNegotiating Committee, Mr. Price Sloan, Morgén&y, and outside counsel to J
and indicated their willingness to commit to a taction at $64 per share of JCN Common. Highwoodsirtued to insist on a termination
fee totaling $19.2 million and continued to seek Tren Percent Option. After substantial negotiatiand discussion, it was agreed that the
termination fee would be reduced to $16.5 milliowd &lighwoods would forego the Ten Percent Optidre Negotiating Committee agreed
that the stock portion of the consideration cowddsbt at a fixed exchange ratio. At that time ansuibsequent conversations, the Negotiating
Committee continued to refuse requests by Highwaoodgaive application of JCN's Shareholder RighéRo permit Highwoods to purch:
shares of JCN Common held by the Nichols family tnedESOT.

The JCN Board of Directors met on December 19, 18®btain a full report on the status of negatiasi with Highwoods. At that time,
outside counsel to JCN described the status oftiaigms and the issues remaining open in the dions with Highwoods. Counsel to JCN
advised the JCN Board of Directors of its fiducidnties and provided advice on the reasonablerfesstain provisions, including the Ten
Percent Option and the termination fee, that hawh bequested by Highwoods. By the following mornisach member of the JCN Board of
Directors received for review a revised versionhef Original Merger Agreement, proposed resolutfonspproval by the JCN Board of
Directors in the event the proposed terms of thgital Merger Agreement were considered satisfgctan executive summary of the
Original Merger Agreement, and a written reporigared by Morgan Stanley. By the end of the day endinber 20, 1997, all aspects of the
Original Merger Agreement had been negotiated telesion except for the termination fee and thediions to closing.

The JCN Board of Directors met again on Decembed 227 to receive an additional presentation frannsel to JCN, a review of the
written material from, and the oral opinion of, Man Stanley (which opinion was subsequently updatedconfirmed by delivery of a
written opinion dated December 22, 1997) to thedfthat, as of December 21, 1997, and based upbsubject to certain matters stated in
such opinion, the proposed transaction was famfa financial point of view, to the JCN Sharehadéd&@he JCN Board of Directors then
provided guidance to the Negotiating Committeelenttvo open issues and determined that, subjexreement on the open issues in a
manner consistent with the guidance provided byl@ Board of Directors, the terms of the OrigiNerger Agreement and the transaction
contemplated thereby were fair to and in the bestésts of JCN and the JCN Shareholders. Sulgj¢cetforegoing, the JCN Board of
Directors members present at the meeting (other Mira Brady and Mr. Chandler, each of whom abstia® a result of the perception of a
potential conflict) approved the Original Mergerrdgment and resolved to recommend that the JCNeBblalers vote for the approval and
adoption of the Original Merger Agreement at a ggdeneeting of the JCN Shareholders to be heldHat purpose.

The Negotiating Committee, Mr. Price Sloan, andsinig counsel to JCN met with Messrs. Ronald P.@ipBresident and Chief Executive
Officer of Highwoods, Liuzzo, and Pridgen of Higheas and outside counsel to Highwoods the evenirigeoEmber 21, 1997 to negotiate
the conditions to closing the proposed transaciimhthe amount of the termination fee and the misgtances under which such fee would be
payable. At that time, Highwoods offered to inceeds offer to $65 per share of JCN Common in ergedor concessions on the terminai
fee. The parties ended discussions

29



on the evening of December 21 without reachingergent. On the morning of December 22, 1997, afieh enember of the JCN Board of
Directors had been contacted and told it did npeap as though the Original Merger Agreement cbeldegotiated on terms outlined by the
JCN Board of Directors the previous day, the Negmty Committee and representatives of Highwoodsmed their discussions. As a result
of those discussions, Highwoods agreed to pay $65hmre of JCN Common, JCN agreed to a maximumeatyon termination of $17.2
million, and Highwoods agreed to a reduced ternnafee in the event the JCN Board of Directorsticmred to recommend to JCN
Shareholders the transaction with Highwoods. Thegsafurther agreed to limit the conditions tosit@ so that, most importantly, the
transaction would be contingent on Highwoods olitgithe consent of a limited number of lenders@blJ

Late in the afternoon of December 22, 1997, afterdCN Board of Directors had been notified thaagmeement had been reached on terms
consistent with the instructions of the JCN Bodr®wectors from the prior day, the Original Mergsgreement was executed. The parties
issued separate press releases announcing the@hggrger Agreement before the markets openedeme@ber 23, 1997.

On January 6, 1998, JCN received an unsolicitedessipn of interest, made jointly by Duke Realtydstments, Inc. and Simon DeBartolo
Group, Inc. ("Duke/Simon"), indicating their prelimary belief that the value of JCN Common was ast&75 per share. On January 9, 1998,
JCN received a letter from Intell in which it expsed the presumption that the value of JCN Comnas' the range of $65-75 per share."
At that time, neither Duke/Simon nor Intell had artdken a detailed review of the books and recofd€N. The JCN Board of Directors
agreed to permit both Duke/Simon and Intell to eaich thorough investigation of JCN to confirm thessessments of value and determine
their willingness to propose an alternative tratisado the Merger. Both Duke/Simon and Intell thirnceeded to conduct a due diligence
investigation of JCN. On January 28, 1998, JCNivecka letter from Duke/Simon indicating that tHead elected not to propose a transas
with JCN. Also on January 28, 1998, Intell exprelsae interest in a merger with JCN pursuant to twlBiCN Shareholders would receive $75
per share in cash. In a February 11, 1998 lettdCtd, Intell indicated it did not feel it appropgao pursue a transaction with JCN until such
time as JCN Shareholders had an opportunity to motine Merger. Intell further indicated its thammrent intent, in the event the Merger was
not approved by JCN Shareholders and subject tovébar of conditions, to pursue an acquisition dfl 38at would provide to JCN
Shareholders $75 per share in cash, less an a@josthat would include any amounts due to Highwqmdsuant to the Original Merger
Agreement.

In light of the February 11, 1998 letter from Ih&hd certain publicly filed statements from cartsignificant shareholders of JCN expressing
dissatisfaction with the value of the consideratinbe received by JCN shareholders pursuant tMtrger, management of JCN requested
that Highwoods meet with the Company to discusstatis of the Merger. Accordingly, on February 1998, members of JCN's
management, Morgan Stanley and outside counsélNordet with members of Highwoods management, J&gkh and outside counsel to
Highwoods to discuss whether Highwoods would caersichproving the consideration to be given to thereholders of JCN in the Merger.
Highwoods indicated that it would entertain suckcdssions if it could obtain certainty that the yfFrwould be consummated. The structure
to achieve the requisite degree of certainty coptatad by those present at the meeting includasréhpse by Highwoods of the ESOT
shares, the waiver by Highwoods of a number of itmms to the Merger, the granting to Highwoodsagdroxy to vote approximately 22% of
the JCN Common shares in favor of the Merger btagemembers of the Nichols family and the apprafahe JCN Board of Directors so
that the structure would not be prohibited by JC®Hareholders Rights Plan. Highwoods asked reptasess of JCN to facilitate such
negotiations among Highwoods, JCN, INTRUST andNfehols family and such representatives agreewtsad

On March 2 and March 3, 1998, at the request of, Jadnbers of management of Highwoods and outsidesad to Highwoods met with
members of management of JCN, officers of INTRUST mepresentatives of the Nichols family and thespective outside counsel to
discuss draft agreements reflecting the contemgpkstieicture and the various open issues betwegpatties, including consideration. At
these meetings, the parties had various discusaimhg&ngaged in negotiations concerning the tefrisghwoods' offer to the shareholders
JCN, including the amount of increased considenatiobe paid, the relevant exchange ratio andltimération of the limitation on the
amount of Highwoods stock available for exchangghi¥oods reaffirmed to JCN, INTRUST and the Nichalsiily representatives that it
had no interest in increasing the terms of itsrafiehe Merger unless the other parties were mgllio adopt the structure to achieve certainty
referred to above and certain other outstandingessvere resolved to Highwoods' satisfaction, iiclg matters relating to certain existing
lawsuits involving JCN and the ESOT and any pogiaibilities under such suits. The lawsuits thate of primary concern to Highwoods
were the Petula Litigation and the continuing Mediitigation. Those lawsuits, and the claims mdagdin, are described in detail in
"Description of JCN -- Litigation." While Highwood=xpressed a willingness to modify the terms oftezger, including significantly
improving the level of consideration to
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be received by JCN Shareholders, and JCN, INTRUfITtlze representatives of the Nichols family expedstheir willingness to assure
Highwoods that the Merger would be consummatedhWapds determined at the March 3, 1998 meetingitimeeded more information
with respect to pending lawsuits and potentialilisés before proceeding to attempt to come toneas to the level of consideration and on
the various other open issues. The parties theedethd meeting without reaching agreement on migjfthe terms or structure of the
Merger. Subsequently, Highwoods advised JCN thHadt determined not to increase the Merger coraiderand the parties ceased
discussions related to the contemplated structure.

In January 1998, the Internal Revenue Service adopew regulations that made it possible for th&gmato simplify significantly the
procedure outlined in the Original Merger Agreemfentallocating among shareholders the cash ardk stonsideration to be received in the
Merger. As a result, beginning in late January @tinuing through April 29, 1998, Highwoods and\Jéngaged with varying intensity in a
series of discussions that resulted in executicemadmendment to the Original Merger Agreement'meendment”). In addition to
addressing the simplification resulting from thevi&S regulations, the parties also discussedhé)ability of JCN Shareholders to obtain all
of the consideration in the Merger in the form afvoods Common,;

(i) the willingness of Highwoods to fix at $65 p&nare the per share stock consideration to bévegbby JCN Shareholders; and (iii) the
desire of JCN to obtain from Highwoods a waivetha condition to closing that JCN obtain the consém lender with which it is currently
in litigation. At its March 25, 1998 meeting, th€éN Board of Directors authorized the Negotiatingr@aittee to negotiate and finalize the
Amendment within guidelines and on terms estabtidhethe JCN Board of Directors.

At various times from January through April the otations were undertaken between Messrs. BradyGibson, between Messrs. Sloan and
Pridgen, between outside counsel to the two padies between the investment bankers for the twilegaThose varying discussions were
finalized on April 29, 1998 when the Amendment wascuted. The Amendment revises the Original Mefggeement to provide, among
other things: (i) that JCN Shareholders have thletfio receive the entire Merger consideratiorhaform of Highwoods Common; (ii)
simplification of the elections to be made by thd€& Shareholders electing to receive shares diwtigds Common; (iii) increases the
likelihood that JCN Shareholders electing to reeg¢tighwoods Common in the Merger will receive aiske$65 in value; and (iv) waiver frc
Highwoods of the requirement that JCN obtain theseot of its most significant lender prior to thiéeEtive Time. In considering the
Amendment, the JCN Board of Directors was aware {§alCN Shareholders electing to receive shafésighwoods Common would not
know, at the time of the Special Meeting, the valtithe consideration to be received for their shaf JCN Common, and (ii) that JCN
Shareholders electing to receive cash may inse@ve shares of Highwoods Common.

Reasons for the Merger; Recommendation of the JCNd&rd of Directors

The JCN Board of Directors believes that the teofrthe Merger Agreement are fair to, and in the bsrest of, JCN and the JCN
Shareholders. In considering the terms and comditad the Merger Agreement, the JCN Board of Doectonsidered the material factors
identified below:

Shareholder Benefits of the Merger

(1) Reports from members of the JCN Board of Doegtmanagement and legal advisors on the speeifits of the Merger Agreement and
other matters, including the fact that the Mergestiuctured to qualify as a tax-free reorganizatinder the Code, which the JCN Board of
Directors viewed as beneficial to JCN Shareholders;

(2) The companies' respective financial conditiesults of operations and anticipated future resalirrent financial market conditions
(including that the investment community seemedameceptive to real estate operations structuredaestate investment trusts) and
historical market prices; trading information f@N Common and Highwoods Common; and the considerati be received by JCN
Shareholders in the Merger, all of which the JCNuBloof Directors viewed as positive;

(3) The amount of consideration offered to JCN 8halders, which represents a premium of 12%, 30fb,88% over the closing prices for
the 30th day, the 90th day, and the 180th daygemiely, preceding December 21, 1997, which thid Bdard of Directors viewed as
beneficial to JCN Shareholders;

(4) The financial and other analyses presented bsgith Stanley, including the oral opinion of Mordatanley (subsequently confirmed in
writing) that the merger consideration was faid@N Shareholders from a financial point of viewohthe date of such opinion, which the
JCN Board of Directors viewed as positive;

31



(5) The ability of JCN Shareholders to participat¢he future growth of Highwoods (including thewith resulting from acquisition of JCN)
through ownership of Highwoods Common, which thél Bbard of Directors viewed as beneficial to JCNu@inolders;

(6) Limitations on JCN's access to low cost cagital the perception that Highwoods' significanoteses and lower cost of capital would
provide a competitive advantage and enable moiid nagplementation of JCN's long-term growth plawsjch the JCN Board of Directors
believed would benefit JCN Shareholders;

(7) The geographic concentration of JCN's propeaied the relatively greater geographic diversitthe properties owned by Highwoods,
which diversity the JCN Board of Directors belieweduld benefit JCN Shareholders;

(8) The fact that the Merger Agreement does natlpde JCN from (i) participating in negotiationsthviand furnishing information (pursuant
to a customary confidentiality agreement) to, pessar entities that seek to engage in discussiongg@otiations, or that request information,
in connection with a bona fide written or publiegnounced takeover proposal if the JCN Board of@ars determines, in good faith based
on the advice of outside counsel, that it is neamgst® do so in order to comply with its fiduciadyties, or (ii) terminating the Merger
Agreement under certain circumstances specifighdarMerger Agreement (such termination being suhligethe payment of up to $2.5
million of Highwoods' out-of-pocket expenses arflld.7 million termination fee), all of which the N@oard of Directors viewed as
positive;

(9) The financial condition and business reputatibAlighwoods and the ability of Highwoods to coetel the Merger in a timely manner,
which the JCN Board of Directors viewed as posjtive

(10) The absence of any term or condition in thedde Agreement that in the view of the JCN Boar@®woéctors is unduly onerous or could
materially impede or impair the consummation oftherger, the support for the Merger from the Nighf@imily and the satisfaction
expressed by INTRUST at the time the general terintise Merger were first presented on Novemberl®9y7, all of which suggested that
consummation of the Merger was likely (although RUIIST has not expressed whether it currently suppgbe Merger) and which the JCN
Board of Directors viewed as positive; and

(11) The fact that JCN Common is not actively tchdad JCN is not in a position to pay dividendsilevHighwoods pays a regular quarterly
dividend, and the Merger would provide JCN Sharééid with highly liquid Highwoods Common.

Additional Benefits of the Merger. The JCN Boarddifectors considered the social and economic effethe Merger on the employees and
tenants of JCN and on the metropolitan Kansas&tdg. In particular, the JCN Board of Directorssidered that Highwoods has agreed to:
(i) honor JCN's existing obligations to its currand former employees, (ii) continue charitabldrgivin the Kansas City metropolitan area at
least at the level undertaken historically by J@IN,continue marketing support for tenants, (pgrsue the Plaza development plan, and (v)
permit the JCN Board of Directors to designate meenber of the Highwoods Board of Directors. Theegtipe and reputation of Highwoods'
management in the real estate business furtheosigplthe decision of the JCN Board of Directorapprove the Merger and the Merger
Agreement.

The Amendment. The JCN Board of Directors considi¢he following factors in authorizing the Amendrhen

(1) The opportunity for JCN Shareholders to elegetceive Highwoods Common for all of their shas€8CN Common because of
elimination of the prior limitation on Per Share&t Consideration, which the JCN Board of Directdesved as beneficial to JCN
Shareholders;

(2) The fact that the financial interests of JCNa@iholders electing to receive shares of Highwdammon would receive some protection
in the event the Value of Highwoods Common waswe$85.36, which the JCN Board of Directors viewsdasitive;

(3) The increased certainty of consummating thegdethat results from Highwoods' waiver of the ndICN to obtain the consent of
Principal Mutual Insurance Company, which consea$ wequired under the Original Merger Agreementiciwthe JCN Board of Directors
viewed as beneficial to JCN Shareholders;

(4) The benefit to Highwoods of the manner in which Value was to be calculated, which the JCN 8@&Directors viewed as positive;
and

(5) The correspondence from Intell, to which th&lJBbard of Directors did not attach great significa in light of the expressed conditions
and uncertainties.
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In addition, the JCN Board of Directors receivedfeonation from Morgan Stanley that, from a finaalgdoint of view, the terms of the
Merger Agreement subsequent to the Amendment agedito be fair. Furthermore, the Amendment diddimiinish any of the benefits of t
Original Merger Agreement. In considering the Ammiedit, the JCN Board of Directors was aware that $@areholders would not know, at
the time of the Special Meeting, the value of thesideration to be received for their shares of Zdxhmon.

Risks of the Merger. The JCN Board of Director®asnsidered:

(1) The possible change in share prices of Highwdddmmon and JCN Common prior to the time the Mebgeomes effective;
(2) The risk that some JCN Shareholders will noeiee the form of consideration that they electadlieir shares of JCN Common;
(3) The potential adverse tax consequences of grgéf for those JCN Shareholders receiving cash;

(4) The potential adverse impact on the share wfii¢dighwoods Common resulting from subsequent Wigbds offerings;

(5) Dilution of the ownership percentage of a JaMugholder who receives Highwoods Common in thegier

(6) The possible failure of Highwoods to qualifyaREIT;

(7) That proposed Federal legislation affecting REdould limit Highwoods' ability to expand certdinsiness activities;

(8) The possibility that Highwoods will not maimahe growth rate that it has experienced sincel;199

(9) The possible difficulty of successfully intetingg Highwoods and JCN;

(10) The dependence of Highwoods after the Mergesautheastern economic and real estate conditaoms;

(11) Highwoods' unfamiliarity with JCN's marketsdamith retail and multifamily properties and sindgéamily subdivisions.

In view of the variety of factors considered iratén to its evaluation of the Merger Agreement HrelMerger, the JCN Board of Directors
did not find it practicable to, and did not, quénbr assign relative weights to the specific fastoonsidered in reaching its determination. In
addition, individual members of the JCN Board ofdators may have given different weight to diffdriactors.

Consequences of Failure to Approve Merger. In thenethe JCN Shareholders do not approve the Mettged CN Board of Directors may
receive one or more subsequent proposals to acdiMe Any such proposal may or may not provide whration to JCN Shareholders in an
amount in excess of that provided by the Mergee JBN Board of Directors received a letter on Falyrd 1, 1998 from Intell Management
and Investment Company (“Intell") indicating it®thcurrent intention, if the Merger is not approviedpursue a transaction to acquire JCN
for cash consideration of $75 per share of JCN Comress an adjustment that would include any artsodme to Highwoods pursuant to the
Merger Agreement. Even if such proposal is mad®aay not be endorsed by the JCN Board of Dirediecsaiuse the JCN Board of Directors
has indicated previously that JCN is not for sBlether, the JCN Board of Directors has receivethditation from holders of approximately
32% of all JCN Common (some of whom could be "@ftfids" of JCN as such term is defined in rules pigated under the Securities Act
two of whom include members of the JCN Board okbiors acting in their capacity as shareholdemgljcating they are currently unlikely to
approve a cash transaction at $75 per share ofC@Nnon because of the tax consequences of suahsattion. The JCN Board of
Directors has not received a specific proposal femy entity expressing a current interest in aeffia transaction such as the Merger.

On May 13, 1998, JCN received from INTRUST a regjé@rsa special meeting of JCN Shareholders to idens(i) a proposal to amend the
JCN Bylaws to eliminate cumulative voting in theatlon of directors, and (ii) a proposal to remoeetain members of the JCN Board of
Directors. No date has yet been set for any suatinge

JCN Common has historically been traded infreqyentthe over-the-counter market. If the Mergendas approved, it is difficult to predict
what impact that will have on the market price &qdidity of JCN Common. If the market price weredrop and the JCN Common
continued its infrequent trading history, that ebirhpact adversely the ability and terms on whi€iNdnay in the future be able to raise
capital.
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THE JCN BOARD OF DIRECTORS RECOMMENDS THAT JCN SHAR EHOLDERS VOTE "FOR"
APPROVAL OF THE MERGER AGREEMENT.
Opinion of Financial Advisor

JCN retained Morgan Stanley to act as financialsstyMorgan Stanley was selected by the JCN Bo&mirectors to act as JCN's financial
advisor based on Morgan Stanley's qualificatiorpegise and reputation. No limitations were immgbbg the JCN Board of Directors upon
Morgan Stanley with respect to the investigatiorslenor the procedures followed by it in renderisdgairness opinion.

On December 22, 1997, Morgan Stanley renderedetd@N Board of Directors its written opinion thad, of such date and based upon and
subject to the various considerations set forthé@opinion, the consideration to be received leytblders of shares of JCN Common
pursuant to the Merger Agreement was fair fromrmaritial point of view to such holders (other thaghwoods and its affiliates). Morgan
Stanley subsequently delivered its written opinideted May 15, 1998 that, as of such date and hgsmdand subject to the various
considerations set forth in the opinion, the coasition to be received by the holders of sharekCdf Common pursuant to the Merger
Agreement was fair from a financial point of viesvduch holders (other than Highwoods and its afé).

The full text of Morgan Stanley's opinion, datecbédlay 15, 1998, which sets forth, among othengli assumptions made, procedures
followed, matters considered and limitations onrangew undertaken, is attached as Appendix BigRinoxy Statement/Prospectus. JCN
Shareholders are urged to, and should, read timoopiarefully and in its entirety. Morgan Stansegpinion is directed to the JCN Board of
Directors, addresses only the fairness of the denation to be received by holders of JCN Commomfa financial point of view, and does
not address any other aspect of the Merger or itotesh recommendation to any JCN Shareholder hewosuch shareholder should vote at
the Special Meeting. The summary of Morgan Staslepinion, dated May 15, 1998, as set forth in fisxy Statement/Prospectus is
qualified in its entirety by reference to the figkt of such opinion.

In connection with rendering its opinion, Morgami8ey, among other things (i) reviewed certain jmlphvailable financial statements and
other information of JCN and Highwoods, respectivéi) reviewed certain internal financial statemgand other financial and operating
concerning JCN and Highwoods prepared by the maneges of JCN and Highwoods, respectively; (iii) lgpad certain financial projectio
for JCN and Highwoods prepared by the managemé&ditsd and Highwoods, respectively; (iv) reviewed thported prices and trading
activity for JCN Common and Highwoods Common; (@npared the financial performance of JCN and Highagoand the prices and
trading activity of JCN Common and Highwoods Commatin that of certain other comparable publiclydigd companies and their
securities; (vi) discussed with the senior managegmeJCN and Highwoods their estimates of the myies and cost savings expected to be
derived from the Merger; (vii) reviewed the finaadierms, to the extent publicly available, of a@rtcomparable transactions; (viii) reviewed
the pro forma impact of the Merger on Highwoodsdsi from operations per share, consolidated cégzitain and financial ratios; (ix)
participated in discussions and negotiations amepgesentatives of JCN and Highwoods and theinfirsd and legal advisors; (x) reviewed
the Merger Agreement and certain related documantsxi) performed such other analyses as Morganl&; deemed appropriate.

Morgan Stanley assumed and relied upon withoutdaddent verification the accuracy and completenéfe information supplied or
otherwise made available to it by JCN and Highwdodgurposes of rendering its opinion. With reggeadhe financial projections, includi
the estimates of synergies, cost savings and b#refits expected to result from the Merger, Mor§tanley assumed that they were
reasonably prepared on bases reflecting the basntly available estimates and judgments of ther&ufinancial performance of JCN and
Highwoods, respectively. Morgan Stanley did not maky independent valuation or appraisal of thetass liabilities of JCN or Highwooc
nor was it furnished with any such appraisals othan the common stock valuation prepared by Haulihokey Howard & Zukin as of
December 31, 1996 and furnished to Morgan StanfeJaN. In addition, Morgan Stanley assumed thaMeeger would be consummated in
accordance with the terms set forth in the Merggre&ment. Morgan Stanley's opinion was necesdaaggd on economic, market and other
conditions as in effect on, and the information madailable to Morgan Stanley as of, the respectates thereof.
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The following is a brief summary of all of the aysgs performed by Morgan Stanley and initially eswéd with the JCN Board of Directors
on December 21, 1997, in connection with Morgami8igs presentation and opinion to the JCN BoarBicéctors on such date.
Subsequently, and in connection with Morgan StadsiBlay 15, 1998 opinion, these analyses were ugdatd are described herein.

Comparable Company Analysis. As part of its analyliorgan Stanley compared certain financial aretating information of JCN with that
of a group of publicly traded real estate compamgsch included real estate investment trusts (TRE), that Morgan Stanley deemed
relevant, including:

Glenborough Realty Trust, MGI Properties, Pacifidf@roperties, Pennsylvania REIT and WashingtotilREollectively, the
"Comparables"). The Comparables were selected ptintan the basis of their possessing general lssinoperating and financial
characteristics, primarily market capitalizatiordativersification of property portfolios, similaw that of JCN. The financial information
analyzed included a review of financial ratios€ach case based upon the share price as of Md@28) such as the ratio of total market
capitalization to earnings before interest, tagepreciation and amortization ("EBITDA") and théoaf equity market capitalization to
funds from operations ("FFO"). Morgan Stanley ndteat based on a consensus of FFO per share estiaatied May 15, 1998, obtained
from First Call, the Comparables traded at (i) iipids of total market capitalization to 1998 estiethEBITDA ("EBITDA Multiple") in the
range of 11.2 times to 13.1 times, with a mean20f times, and (ii) multiples of share price to 8 @timated FFO ("FFO Multiple") in the
range of 9.8 times to 13.0 times, with a mean of lilmes. Based on the analysis of the financi@&saf the Comparables, Morgan Stanley
calculated theoretical per share trading valueg @\ of $59.02 to $75.72 based on EBITDA Multipdesl $53.17 to $70.16 based on FFO
Multiples.

No company considered for purposes of comparisdCié in the comparable company analysis is identicdCN. In evaluating th
Comparables, Morgan Stanley made judgements andhasiens with regard to industry performance, gahleusiness, economic, market
financial conditions and other matters.

Analysis of Selected Precedent Transactions. Mo8janley reviewed certain recent business comlbingiin the real estate sector. Howe'
terms were not publicly available for certain tractions, particularly involving private companiediich would be relevant to the Merger. In
addition, most transactions in the real estateosé@tvolving public companies have involved REIT&lanot corporations like JCN. Morgan
Stanley focused on transactions involving mergéREITs involving companies with total market cafizations reasonably comparable to
the proposed Merger of JCN and Highwoods. Usindiglylavailable information, Morgan Stanley reviedvihe financial terms of the
following nine publicly announced completed busgesmbinations in the real estate sector: KimcdtiReanerger with The Price REIT;
Camden Property Trust's merger with Oasis Resialeiquity Residential Properties Trust's acquisitbf Evans Withycombe Residential;
Post Properties' merger with Columbus Realty TiEgt)ity Residential Properties Trust's acquisittbiVellsford Residential Property Trust;
Camden Property Trust's acquisition of Paragon @rimc.; United Dominion Realty's acquisition ofulo West Property Trust; Chateau
Properties' acquisition of ROC Communities; andhdigods' acquisition of Crocker Realty Trust. Farsth transactions, Morgan Stanley
noted that the comparable transactions were coetphetpremiums to the target's highest share prieethe preceding 52 weeks in the range
of -6.9% to 7.5% with a mean of -1.2% and a media2.8%. Morgan Stanley also calculated the premio "unaffected stock price" for
these transactions, which is the average stock fioicthe ten trading days ending five days prioannouncement of the transaction. Morgan
Stanley noted that the selected precedent trangactiere completed at premiums to unaffected gtack of -2.1% to 20.7% with a mean of
11.2% and a median of 11.0%. Pursuant to this arsaliylorgan Stanley calculated per share value3@d of $58.10 to $63.24 based on
premiums to unaffected share price and $58.43 40286based on premium to the highest price reacha: preceding 52 weeks. JCN's
unaffected stock price and 52 week stock price highbased on the period prior to the announceofdhe transaction.

No transaction considered for purposes of the pledetransaction analysis is identical to the Merfyeevaluating the precedent transactic
Morgan Stanley made judgements and assumptionsregtrd to industry performance, general busireesmomic, market and financial
conditions and other factors.

Discounted Cash Flow Analysis. Morgan Stanley penfl several discounted cash flow analyses of JGMder to estimate the present
value of the unleveraged free cash flow that magdreerated by JCN. Such discounted cash flow aeshyere based on certain financial
projections provided by the management of JCNHernyears 1998 to 2001 for JCN as a whole and fr8®8 through 2004 for certain
planned development projects of JCN. Unleverageel ¢ash flow was calculated as cash flow from djmersless scheduled capital
expenditures, taxes and certain non-recurring itasts identified by JCN management. Additionallypiglan Stanley performed certain
sensitivity analyses on management's projectioaetermine the effect on the present value of wrhkyed free cash flow if management's
projections for JCN were not fully realized. Morgatanley noted that the compounded annual growth 998 to 2001 of FFO per share
and EBITDA implied by management's projections (ti@nagement Case") were 20.3% and 10.7%, resgdgtia high rate
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of growth as compared to real estate companiesa@nand JCN's recent performance. To accounttfeimplied risk in management's
projections, Morgan Stanley reduced the rate ofTEBA growth in the management case to 5.0%, reguitiimplied compounded annual
FFO per share growth of 11.7% ("Downside Case dd)ta 2.5%, resulting in implied FFO per share dgtouf 7.7% ("Downside Case 2)."

Morgan Stanley calculated a total discounted chsi ¥alue for JCN by adding the present valuesie¢alinted cash flows of JCN's existing
business and its planned development projectsthieoexisting business, Morgan Stanley calculatediteal values by applying multiples to
EBITDA in 2002 in the range of 9.5x to 11.5x. Foe tdevelopment projects, Morgan Stanley calculsadinal values by capitalizing
projected net operating income in fiscal 2004 sgaanging from 8.5% to 10.5%. For the existingibess, EBITDA in 2002 was calculated
by increasing fiscal 2001 EBITDA by 2.0%. The céislv streams and terminal values were discountatégresent using discount rates of
10.0% to 12.0% for the existing business and 12®%:t.0% for the development projects. Based anahalysis of management's financial
projections as well as certain sensitivities thirbtorgan Stanley calculated share prices for J@kh@on of $60.60 to $91.03 in the
Management Case, $47.24 to $74.39 for Downside Casel $41.71 to $67.45 for Downside Case 2.

Contribution Analysis. Morgan Stanley analyzed phe-forma contribution of JCN to the 1998 FFO amIEDA of Highwoods. Such
analysis was based upon

(i) certain publicly filed documents of Highwoods) projections provided by Highwoods and (iii)gpections provided by the managemer
JCN. In addition, Morgan Stanley made certain aggiems with respect to the transaction, includingtt60% of the total consideration paid
would be in stock. The analysis indicated that J@Nild provide 11.7% and 13.7% of Highwoods 1998 Fif@ EBITDA, respectively, on a
pro forma basis. In addition, the analysis indidetteat JCN would represent 8.3% and 13.0% of thityeqnarket and total market
capitalization of Highwoods, respectively, pro ferfior the Merger.

Pro Forma Analysis of the Merger. Morgan Stanlegiyaed the pro forma impact of the Merger on Higbd® FFO per share for the fiscal
years ended 1998 and 1999. The analysis was pextbatilizing certain financial projections basedtbea Management Case, Downside C
1 and Downside Case 2, incorporating HighwoodstRiall FFO per share estimates and Highwoodshasti of the potential cost savings
expected to be realized in the Merger. Based osetf@recasts, assuming the achievement of the astihcost savings, and assuming that
60% of the total consideration paid would be ircktdviorgan Stanley expects the Merger to be asgrdét Highwoods' FFO per share in the
first full fiscal year after the consummation oétMerger under both the Management Case and thefide/Case 1 and would be FFO per
share neutral to Highwoods based on Downside Case 2

Highwoods Comparable Company Analysis. As partoéanalysis, Morgan Stanley compared certain fiigd@and operating information of
Highwoods with that of a group of publicly trade&IRs specializing in office and industrial propesiincluding: Arden Realty Group, Mack-
Cali Realty, CarrAmerica Realty Corporation, DukeaRy Investments, Kilroy Realty Corp, Prentissgemies Trust, Reckson Associates
Realty and Spieker Properties (collectively, théghivoods Comparables™). The Highwoods Comparabkse whosen based on the
characteristics of their property portfolios sushpaoperty type and geographic concentration, whrehsimilar in nature to that of
Highwoods. Morgan Stanley analyzed the EBITDA Mués, FFO Multiples and adjusted funds from opereti("AFFO") multiples of the
Highwoods Comparables. Morgan Stanley noted thsgdban estimates of EBITDA, FFO and AFFO compilednfvarious research reports
including Realty Stock Review, Green Street Adwssdnc. and First Call, the Comparables traded) &RITDA Multiples based on 1998
forecasted EBITDA in the range of 8.4x to 13.3xthwd mean of 10.4x, versus 11.6x for Highwood¥ HHO multiples based on 1998
forecasted FFO in the range of 10.1x to 13.4x, withean of 11.8x, versus 10.3x for Highwoods, and

(iii) AFFO multiples based on 1998 forecasted AFRGhe range of 12.5x and 15.7x, with a mean o®%4versus 12.3x for Highwoods.

In connection with its written opinion dated May, 1998, Morgan Stanley reviewed the analyses useehier its December 22, 1997
opinion by performing procedures to update cerdithe analyses and by reviewing both the assumgtipon which such analyses were
based and the factors considered in connectiorilitr.

The preparation of a fairness opinion is a compl@cess and is not necessarily susceptible totmbpanalysis or summary description. In
arriving at its opinion, Morgan Stanley considetieel results of all its analyses as a whole anddidttribute any particular weight to any
particular analysis or factor considered by it.tRermore, selecting any portion of Morgan Stanlapalyses or factors considered by it,

without considering all analyses and factors, waukshte an incomplete view of the process undgglitgiopinion. The range of valuations
resulting from any particular analysis describedvabshould therefore not be taken to be MorganlStanview of the actual value of JCN.

In performing its analyses, Morgan Stanley madeemonns assumptions with respect to industry perfan@ageneral business and economic
conditions and other matters, many of which arehdythe control of JCN or Highwoods. The
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analyses performed by Morgan Stanley are not nadgsmdicative of actual values or actual futuesults, which may be significantly more
or less favorable than suggested by such analgse$. analyses were prepared solely as part of Mdsganley's analyses of the fairness f
a financial point of view of the consideration ® teceived by the holders of shares of JCN Commosuant to the Merger Agreement and
were conducted in connection with the delivery arlyin Stanley's opinions dated December 22, 1989 May 15, 1998. The analyses do
purport to be appraisals or to reflect the pridestach businesses actually may be valued in theketplace.

In addition, as described above, Morgan Stanlgyiisian and presentation to JCN Board was one ofynfiactors taken into consideration by
the JCN Board of Directors in making its determimato recommend approval of the Merger. Consedyethie Morgan Stanley analyses
described above should not be viewed as determinafithe opinion of the JCN Board of Directorgtog view of the management of JCN
with respect to the value of JCN or of whetherda® Board of Directors would have been willing tpee to a different merger
consideration. Such consideration was determinexdith negotiations between JCN and Highwoods amd eygproved by the JCN Board of
Directors. Morgan Stanley provided advice to JCNrduthe course of such negotiations; howeverdinasion to enter into the Merger
Agreement and to accept the Merger consideratiacnsekely that of the JCN Board of Directors.

As part of its investment banking business, Mor§tanley is regularly engaged in the valuation cfibesses and their securities in
connection with mergers and acquisitions, negdatiatederwritings, competitive bids, secondary disttions of listed and unlisted securities,
private placements and valuation for estate, cateasr other purposes. In the course of its mariaing and other trading activities, Mor¢
Stanley may, from time to time, have a long or sposition in, and buy and sell, securities of J&Nighwoods.

Pursuant to a letter agreement dated October 2%, H&tween JCN and Morgan Stanley, JCN has agogesly Morgan Stanley (1) an
advisory fee of $1 million and (2) an additionas f&f either (a) $2.7 million, which is payabletietMerger is not consummated and another
party does not acquire control of JCN prior to Apd, 1999, or (b) approximately $3.8 million, whits payable upon the consummation of
the Merger. Any advisory fee paid may be creditgairst the fee described in (2)(b), if any. JCN &las agreed to reimburse Morgan Sta

for its out-of-pocket expenses and to indemnify §tor Stanley and its affiliates, their respectivedtors, officers, agents and employees and
each person, if any, controlling Morgan Stanleyiy of its affiliates against certain liabilitiéacluding liabilities under federal securities
laws, and expenses, related to Morgan Stanleyagemgent.

Effective Time of the Merger

If the Merger is approved by the requisite votéhaf JCN Shareholders, and the other conditionsedterger are satisfied or waived, the
Merger will become effective when the Articles oéMer have been accepted for filing by the appad@rauthorities in Missouri and
Maryland, or at such other time as Highwoods and aGree should be specified in the Articles of Merdt is currently anticipated that the
Merger will become effective upon filing of the Aales of Merger, which Articles are expected tdibel promptly following approval of the
Merger by the JCN Shareholders.

Representations and Warranties; Conditions to the Mrger

The Merger Agreement contains representations amthwties by Highwoods and JCN regarding, amonegrdtiings, their organization and
good standing, authority to enter into the Merggreement and related agreements, capitalizationeship and capitalization of their
subsidiaries, filings with the Commission, relidtyibf financial statements, absence of undiscldgllities and certain changes or events,
tax matters, environmental matters, compliance ajplicable laws and regulations, labor relati@msployee benefit plans, material
contracts, legal proceedings, state takeover lelaarter provisions, rights agreements, financialsats, board recommendations and other
events, including material adverse changes in #inggs’ businesses, financial condition or resefltsperations. These representations and
warranties will not survive the Effective Time.

The respective obligations of Highwoods and JCHffect the Merger are subject to the following ctinds: (i) approval of the Merger
Agreement, and the transactions contemplated thevgiJCN Shareholders, (ii) approval by the NY$khe listing of the shares of
Highwoods Common to be issued in connection wiéhNterger, (iii) that the Registration Statement hasbeen the subject of any stop ot
or proceeding by the Commission seeking a stoprp(i the absence of any injunctions or restimiesued by any court of competent
jurisdiction preventing the consummation of the Yterin effect on the Closing Date, (v) receipt ibhacessary regulatory permits
authorizations and (vi) receipt of all requireddsparty consents and approvals.
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The obligations of Highwoods to effect the Merger subject to the following additional conditiori:the accuracy of all representations and
warranties made by JCN in all material respectsf éise Closing Date; (i) JCN's performance inmaliterial respects of its obligations under
the Merger Agreement; (iii) Highwoods' receipt eftificates from JCN with respect to certain mattegt forth in the Merger Agreement; (iv)
Highwoods' receipt of an opinion of Blackwell Sarsl®latheny Weary & Lombardi LLP, counsel to JCNthaespect to certain matters set
forth in the Merger Agreement; (v) Highwoods' rexteaif letters from KPMG Peat Marwick LLP with regpéo certain matters set forth in t
Merger Agreement; (vi) that the Merger Agreemerst hat caused, and consummation of the Merger wilkcause, any of the rights under
JCN Shareholders' Rights Plan to become non-redderonexercisable for capital stock of HighwoodgdGN; and (vii) that JCN's
shareholders' equity as of the Closing Date idesst than JCN's shareholders' equity as of March @47, subject to certain exceptions set
forth in the Merger Agreement.

The obligations of JCN to effect the Merger arejscttto the following additional conditions: (i)eétaccuracy of all representations and
warranties made by Highwoods in all material respas of the Closing Date; (ii) Highwoods' perforroain all material respects of its
obligations under the Merger Agreement; (iii) JCi'seipt of certificates from Highwoods with respiccertain matters set forth in the
Merger Agreement; (iv) JCN's receipt of an opinadrAlston & Bird LLP, counsel to Highwoods, withgjgect to certain matters set forth in
the Merger Agreement; (v) that JCN has not recen@ite from Morgan Stanley prior to the date h&remlicating withdrawal of its prior
opinion that the consideration to be received b Bhareholders in connection with the Merger is, fabm a financial point of view, and
that JCN has received an update to such opinioreihettely prior to the Special Meeting; and (vi) JEMeceipt of a certificate from the
Exchange Agent as required by the Merger Agreement.

Appraisal Rights

Under Section 351.455 of the General and Businesgdtation Law of Missouri (the "GBCL"), any JCN&@bkholder who does not wish to
accept the Per Share Stock Consideration or th&Rame Cash Consideration for shares of JCN Conamgmovided in the Merger
Agreement has the right to dissent from the MeAgrneement and to receive the value of his or hareshin cash, provided that such holder
complies with applicable statutory provisions.

THE FOLLOWING DISCUSSION IS NOT A COMPLETE STATEMENOF THE LAW PERTAINING TO DISSENTERS' RIGHTS
UNDER THE GBCL AND IS QUALIFIED IN ITS ENTIRETY BYTHE FULL TEXT OF SECTION 351.455 OF THE GBCL, WHIAS
REPRINTED IN ITS ENTIRETY AS APPENDIX C TO THIS PR STATEMENT/PROSPECTUS. ALL REFERENCES IN SECTION
351.455 OF THE GBCL AND IN THIS SUMMARY TO A "JCNFAREHOLDER" OR "HOLDER" ARE TO THE RECORD HOLDERS
OF DISSENTING SHARES.

Under Section 351.455 of the GBCL, if a JCN Shaladrdfiles a written objection to the Merger Agremmhwith JCN prior to or at the
Special Meeting and does not vote in favor of therdér Agreement, and within 20 days such holderaget® in writing Highwoods' payment
of the fair value of his or her shares as of thelulfore the Special Meeting, that holder is egditio the fair value of his or her shares from
Highwoods upon surrender of the certificate orifiesttes representing the shares of JCN Common dwegesuch holder. Any JCN
Shareholder who fails to make such a demand witter20-day period will be presumed to have consktai¢he Merger Agreement and to
the Merger and will be bound by the terms thereof.

If within 30 days after the date on which the Merg@as effected the dissenting holder and Highwamise on the value of the dissenting
holder's shares of JCN Common, Highwoods must Ipaylissenting holder such agreed upon amount wibidays of the effective date of
the Merger, provided the holder surrenders hiseorcrtificate or certificates representing hisrekaUpon payment of the agreed value, the
dissenting holder will have no further interesthie shares or in JCN.

If within the 30-day period after the Merger wateefed the dissenting holder and Highwoods do goteon the fair value of the dissenting
holder's shares of JCN Common, then the dissehtitdgr may, within 60 days after the expiratiortref 30-day period, file a petition with
the court of Jackson County, Missouri, asking féinding and determination of the fair value of bisher shares. The holder will be entitled
to judgment against Highwoods for the amount offttievalue as of the day prior to the Special Nragttogether with interest thereon to the
date of the judgment. The judgment will be payatriy upon and simultaneously with the surrendetighwoods of the certificate or
certificates representing the holder's shares bf G@8mmon. If the dissenting holder fails to filethetition within the time prescribed, such
holder will be conclusively presumed to have apptband ratified the Merger and will be bound byttrens thereof.
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Regulatory Matters

Highwoods and JCN believe that the Merger may mswmmated without notification being given or ceriaformation being furnished to
the Federal Trade Commission (the "FTC") or theitut Division of the Department of Justice (thtitrust Division") pursuant to the
Hart-Scott-Rodino Antitrust Improvements Act of 83as amended ("HSR Act"), and that no waitingqukrequirements under the HSR Act
are applicable to the Merger. However, at any tiefore or after the Effective Time, either the Amit Division or the FTC could take such
action under the antitrust laws as it deems nepessalesirable in the public interest, or certaiher persons could take action under the
antitrust laws, including seeking to enjoin the Nk Highwoods and JCN believe that consummatiagheMerger would not violate any
antitrust laws. However, there can be no assurdratea challenge to the Merger on antitrust growmidlsnot be made or, if a challenge is
made, as to the result.

No Solicitation of Other Transactions

Neither JCN nor an entity affiliated with JCN (addtively, a "JCN Entity") nor any officer or directthereof nor any representatives thei
retained by any JCN Entity may directly or inditgcolicit any acquisition proposal by any persdinen than Highwoods or a subsidiary. An
acquisition proposal includes any tender offerxamhange offer or any proposal for a merger, actioisdf all of the stock or assets of, or
other business combination involving the acquisitdd JCN or any of its subsidiaries or the acqigisibf a substantial equity interest in, or a
substantial portion of the assets of, JCN or anysafubsidiaries. Except to the extent the JCNr@8oé Directors, after having consulted with
and considered the advice of outside counsel, nedyp determines in good faith that the failuréaie such actions would constitute a bre
of fiduciary duties of the members of the JCN BoafrDirectors to the JCN Shareholders under apipléickaw, no JCN Entity or any officer
or director or representative thereof may furnisi mon-public information that it is not legally lafated to furnish, negotiate with respect to,
or enter into any contract with respect to, anyugition proposal. JCN may communicate informatimout such an acquisition proposal to
the JCN Shareholders if and to the extent thatriéguired to do so in order to comply with itsdlegbligations as advised by outside counsel.
In addition, JCN is obligated to advise Highwoodsrpptly following the receipt of any acquisitiongposal or any inquiry concerning a
possible acquisition proposal and the details tfeend advise Highwoods of any developments wépect to such acquisition proposal or
inquiry promptly upon the occurrence thereof.

Termination Provisions

The Merger Agreement provides that it may be teataid by either party if any of the following eventsur: (i) a material breach of a
representation or covenant that cannot be or isuratd within 30 days, (ii) Highwoods has not filed effective registration statement
registering the shares of Highwoods Common issyatnisuant to the Merger or is unable to obtain eygirfor listing on the NYSE the
Highwoods Common issuable pursuant to the Mer@drtHe failure of JCN Shareholders to approve bherger, (iv) the failure to effect the
Merger by June 30, 1998 (although the parties lagveed to waive this right to terminate until Jub; 1998), and (v) the withdrawal of the
JCN Board of Directors of its support of the Mergene Merger Agreement becomes void in the eveattefmination except that the
provisions described below relating to terminafieas will survive along with certain confidentigliprovisions.

Termination Fee and Expenses

With the exception of the termination fees desatibelow, each of the parties to the Merger Agredrhas agreed to bear the costs incurred
by it in connection with the transactions contertgadeby the Merger Agreement.

The Merger Agreement provides that JCN must pa§ #fllion to Highwoods if (i) the Merger Agreemeatterminated because JCN
materially breaches a representation or covenarfibgh in the Merger Agreement which cannot bésarot cured within 30 days, (i) the
Merger Agreement is terminated because the JCNdBafabirectors withdraws its support for the Mergeifails to hold the Special Meeting
or (iii) the Merger is not consummated becauséeffailure of JCN to satisfy certain conditiontosing. Correspondingly, Highwoods m
pay JCN $2.5 million if (i) the Merger Agreementésminated because Highwoods materially breachlieprasentation or covenant set forth
in the Merger Agreement which cannot be or is mwéd within 30 days, or (ii) the Merger is not comsnated because of the failure of
Highwoods to satisfy certain conditions to closing.

Highwoods may also be entitled to a terminationifd€N enters into a business combination withiedtparty. The termination fee is $14.7
million if the business combination occurs withia honths of any of the following:
(i) the termination of the Merger Agreement beca@delCN materially breaches a representation wercant which cannot be or is not
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cured within 30 days or (b) the JCN Board of Dicestwithdraws its support for the Merger or fadshbld the Special Meeting or (ii) the
failure to consummate the Merger because JCN hasatisfied certain conditions to closing.

The additional termination fee, however, is only3®&/million if (i) the letter of intent or definite agreement relating to a business
combination with a third party has not been sigpedr to the Special Meeting, (ii) the JCN Boarddifectors has withdrawn its support for
the Merger prior to the Special Meeting or failhtid a Special Meeting and (iii) the business cioation with a third party occurs within 12
months of the Special Meeting or, if no Special Megis held, the date that the Merger Agreemetgrisiinated as a result of the JCN Board
of Directors' failure to hold the Special Meeting.

In addition, Highwoods is entitled to a $2.5 miflitee if: (i) the Merger Agreement is terminateddgse the JCN Shareholders have rejected
the Merger, (ii) at the time of the Special Meetitiere is public knowledge of an identifiable thparty's financially superior proposal to
purchase all of the outstanding shares of JCN Caomifiig the JCN Board of Directors has continuedstipport the Merger through the date
of the Special Meeting and

(iv) the other acquisition proposal is consummadtgdecember 22, 1998.

JCN must pay the above termination fees if not fiesd by any acquiror of JCN upon demand.
Conversion of Shares

Subject to the cash election rights set forth enghcceeding paragraph, each share of JCN Commdunding any associated rights to
purchase shares of JCN Common, but excluding Disge8hares issued and outstanding immediately poithe Effective Time will cease
to be outstanding and will be converted into anchexged for the right to receive shares of Highveo@dmmon. The number of shares of
Highwoods Common to be received in the Merger vally depending on the Value of a share of Highwdodsymon as follows:

Value of a share of Co nsideration to be received
Highwoods Common per share of JCN Common
equal to or greater than $35.36  1.84 shar es of Highwoods Common
between $35.36 and $32.00 that numb er of shares of Highwoods Common
determine d by dividing $65 by the Value
of a shar e of Highwoods Common
equal to or under $32.00 2.03 shar es of Highwoods Common

Each share of Highwoods Common issued in conneutitinthe Merger upon conversion of JCN Common tlaccompanied by a
preferred stock purchase right as set forth inshareholders Rights Agreement dated October 4, h88veen Highwoods and First Union
National Bank, as rights age

Cash Election

Holders of JCN Common will be provided with an oppaity to elect to receive cash consideratiorien bf receiving Highwoods Common
in the Merger. Holders who are to receive casliein bf Highwoods Common will receive $65 per shardCN Common in cash. The amo
determined by multiplying $65 by the number of Rising Shares is defined herein as the "Disser@maye Amount." The cash portion of
the aggregate consideration as elected by JCN siders, plus the Dissenting Share Amount, willilmeted to 40% of the aggregate
consideration paid in exchange for shares of JCMiBon and is defined herein as the "Cash Amount."

A form for use by JCN Shareholders to elect cashaiher appropriate and customary transmittal rmedtier such form as Highwoods and
JCN mutually agree ("Election Form™) will be mailedncurrently with the mailing hereof, or on su¢her date as Highwoods and JCN
mutually agree, to each holder of record of JCN @am on the Record Date for the JCN Shareholdeideghto vote at the Special Meeting.

Each Election Form will permit a holder (or the bficial owner through appropriate and customaryudoentation and instructions) of JCN
Common to elect to receive cash with respect toradl portion of such holder's JCN Common. A JCIdr8holder who elects to receive stock
pursuant to the Merger will not know, at the tirhe shareholder votes on the Merger, the valueeottimsideration he will receive for his
shares of JCN Common. Although a JCN Shareholdgr ma
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elect to receive cash pursuant to the Merger veifipect to some or all of his or her shares of JGM@on, such shareholder may instead
receive shares of Highwoods Common with respesbine of such Cash Election Shares. Cash consinleyzdid to JCN Shareholders
pursuant to the Merger will be limited to 40% oé thggregate consideration paid to all JCN Sharehald

Any shares of JCN Common with respect to whichhibieler (or the beneficial owner, as the case mayas not submitted to the Exchange
Agent an effective, properly completed ElectionrR@n or before 5:00 p.m. on the fifth business jgiagr to the date of the Special Meeting
or any adjournment thereof (the "Election Deadljree¢ referred to herein as "No Election Shares."

Any of the elections set forth in the foregoinggmmaph will have been properly made only if the liaage Agent has actually received a
properly completed Election Form by the ElectioraBline. Any Election Form may be revoked or chaniggthe person submitting a
subsequent Election Form at or prior to the Elecbeadline. In the event an Election Form is redoior to the Election Deadline, the
shares of JCN Common represented by such Election ®ill become No Election Shares. Subject totémms of the Merger Agreement ¢
of the Election Form, the Exchange Agent (as defimerein) will have reasonable discretion to deteemvhether any election, revocation or
change has been properly or timely made and tegbsd immaterial defects in the Election Forms. Ekehange Agent will promptly notify
JCN of any defect in an Election Form other tharmamaterial defect disregarded in good faith by Exehange Agent; otherwise, neither
Highwoods nor the Exchange Agent will be under abljgation to notify any person of any defect inElaction Form.

Within three business days after the Election DeagdHighwoods will cause the Exchange Agent tedfthe allocation of Highwoods
Common and cash among the holders of JCN Commacciordance with the Election Forms, subject tdithigation that Highwoods will
not pay more than 40% of the total Merger consiitaman cash.

The Merger consideration for Cash Election Shar#ide $65 in cash. To the extent, however, thatnbmber of Cash Election Shares and
Dissenting Shares exceeds 40% of the outstandargslof JCN Common, then a portion of the CashtiBle&Shares (spread proportionately
among all of such shares) will be converted intmht to receive Highwoods Common as specified abdhe number of Cash Election
Shares to be so converted will be the minimum re=gg<o ensure that the cash component of the Mdeder consideration does not exceed
40%.

Highwoods will, at least two business days priothte date of the Special Meeting, communicate fd #i& approximate aggregate allocation
of stock and cash, the approximate amount of shockcash going to each JCN Shareholder, and tHeoohét which such amounts were
calculated.

Appointment of Exchange Agent

In order to facilitate the distribution of certifites representing shares of Highwoods Common toSlz¥eholders, Highwoods will appoint
First Union National Bank to act as exchange ageabnnection with the Merger. The Exchange Ageititemter into an agreement with
Highwoods and JCN pursuant to which it will agreett as agent for purposes of distributing théfastes representing shares of
Highwoods Common to JCN Shareholders.

Exchange of Certificates

At or prior to the Effective Time, Highwoods wilegosit with the Exchange Agent, for the benefithaf holders of certificates theretofore
representing JCN Common ("Old Certificates"), diedies representing the shares of Highwoods Com(tidew Certificates™) and an
estimated amount of cash (such cash and New @at#8, together with any dividends or distributiaiith respect thereto (without any
interest thereon), being hereinafter referred tthasExchange Fund") to be paid in exchange féstanding shares of JCN Common.

As promptly as practicable after the Effective Tjrikéghwoods will send to each former holder of mecof shares of JCN Common (other
than holders of Cash Election Shares entitleddeive cash, shares of JCN Common held in treasudC\ or Dissenting Shares) transmi
materials for use in exchanging such sharehol@d<ertificates for the consideration set forthtie Merger Agreement. Highwoods will
cause the New Certificates into which shares dfameholder's JCN Common are converted at the BféeTime and/or any check in respect
of the Per Share Cash Consideration and any fredt&hare interests or dividends or distributioméclv such person will be entitled to
receive to be delivered to such shareholder upbwetg to the Exchange Agent of Old Certificates ifcdemnity reasonably satisfactory to
Highwoods and the Exchange Agent, if any of suclifemtes are lost, stolen or destroyed) ownediagh shareholder. No interest will be
paid on any such cash to be paid pursuant to thrg@d@greement upon such delivery.
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No dividends or other distributions with respecHighwoods Common with a record date occurringréfie Effective Time will be paid t
the holder of any unsurrendered Old Certificateespnting shares of JCN Common converted in they&teénto shares of such Highwoods
Common until the holder thereof has surrenderetl )ld Certificate. After the surrender of an Oldi@eate, the record holder thereof will
be entitled to receive any such dividends or otligributions, without any interest thereon, whikieretofore had become payable with
respect to shares of Highwoods Common representsddh Old Certificates.

To the extent permitted by applicable law, anyiporbf the Exchange Fund that remains unclaimethbyshareholders of JCN for 12 mon
after the Effective Time will be paid to Highwoodsy JCN Shareholder who has not theretofore caedphith the Merger Agreement may
thereafter look only to Highwoods for payment of #hares of Highwoods Common, cash in lieu of amgtibnal shares and unpaid divide
and distributions on the Highwoods Common delivirai respect of each share of JCN Common suclekbblter holds as determined
pursuant to the Merger Agreement, in each casbpwitany interest thereon.

At the Effective Time, the stock transfer books)GN will be closed as to holders of JCN Common imhigiely prior to the Effective Time
and no transfer of JCN Common by any such holdsr timereafter be made or recognized. Until surresdiéor exchange, each Old
Certificate theretofore representing shares of @@mon (other than shares to be canceled) will faoih after the Effective Time represent
for all purposes only the right to receive the ¢deration provided in the Merger Agreement in exa®therefor, subject, however, to
Jackson's obligation (or Highwoods' obligationdeling any liquidation of Jackson) to pay any divide or make any other distributions w

a record date prior to the Effective Time which &deen declared or made by JCN in respect of fwates of JCN Common in accordance
with the terms of the Merger Agreement and whigham unpaid at the Effective Time. To the extemtiged by applicable law, former
shareholders of record of JCN will be entitled ttevafter the Effective Time at any meeting of Higlods shareholders the number of whole
shares of Highwoods Common into which their respecthares of JCN Common are converted, regardfesbether such holders have
exchanged their Old Certificates for New Certifeasatepresenting Highwoods Common.

Conduct of Business Pending the Merger

Until either the Merger is completed or the Merggreement is terminated, Highwoods and JCN haveezbto take no action that would
adversely affect their ability to obtain consemsguired for the Merger or to perform their obligas under the Merger Agreement. Both have
also agreed to certain limitations on their abifdyengage in material transactions. Among thasgdtions, JCN has agreed, subject to cel
exceptions, to refrain from:

o0 amending its articles of incorporation, bylawstiter governing documents;

o borrowing more than $250,000 unless such bormugrin the ordinary course of its business andsisbent with past practices;

o entering into, modifying, amending or terminatamyy material contract or compromising any matetgdits or claims unless the action is in
the ordinary course of business and has receivghvitiods' approval, which Highwoods cannot unredsgnaithhold;

0 engaging in certain transactions relating ted#gital structure and shares; and

o declaring or paying any dividend or other disitibn in respect of its capital stock.

Highwoods generally must continue to conduct itsitess and the business of its subsidiaries totaiaiits REIT status. It must also take all
action necessary under the Maryland General Cotiparhaw ("MGCL") prior to the Effective Time foratkson to enter into and
consummate the transactions contemplated by thgeéviédigreement. Further, Highwoods is restrictednflamending its Articles or bylaws
any manner adverse to the holders of JCN Commaomapared to rights of holders of Highwoods Commenagally. Highwoods is not,
however, restricted from acquiring any assets loebusinesses or from discontinuing or disposireng of its assets or businesses if such
action is, in the judgment of Highwoods, in Highwigbbest interest.

Waiver and Amendment

The Merger Agreement provides that, at any timergno the Effective Time, either party may, to theent legally allowed and set forth in a
written instrument signed on behalf of such pajijyextend the time for the performance of anyhaf bbligations or other acts of the other
party, (ii) waive any inaccuracies in the repreatahs and warranties contained in the Merger Agesg or in any document delivered
pursuant thereto or (iii) waive compliance with arfythe agreements or conditions for the benefguwh party contained in the Merger
Agreement.
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The Merger Agreement provides that it may be amegethe parties in writing by action taken by Highwoods Board of Directors and t
JCN Board of Directors, at any time before or aftgproval of the Merger and Merger Agreement byJthlsl Shareholders and prior to the
filing of the Articles of Merger in the respectipgisdictions. After any such approval by the JCfeholders, no amendment may be made
which reduces or modifies in any material respleetdonsideration to be received by JCN Shareholders

Stock Exchange Listing

Highwoods will apply to list the Highwoods Commasuable in connection with the Merger on the NY&jproval of the listing of such
shares on the NYSE, subject to official noticessfiiance, is a condition to the obligation of JCMdnsummate the Merger.

Extraordinary Dividend

In the event that the consolidated earnings anfitpaf JCN (as defined in Section 312 of the Coaelld otherwise exceed $20,000,000 as
of the Effective Time, the JCN Board of Director#tl take all necessary action to cause the distitlouof an extraordinary dividend to the
JCN Shareholders prior to the Effective Time intsamount that as of the Effective Time such codstdéid earnings and profits will be no
more than $20,000,000. The amount of earnings asfidpwill be determined by an earnings and psofitudy to be performed by either
KPMG Peat Marwick LLP or Ernst & Young, LLP, in caitation with the other, including an estimatetfue period beginning as of the day
following the date of the latest available finahsitatements of JCN and ending on the probablecEffe Time. The per share amount of the
extraordinary dividend so distributed, if any, wilduce the value of the JCN Common in an equitvaerount, and the Per Share Stock
Consideration, the Per Share Cash Consideratiotha@neixchange Ratio shall be proportionately adpishs appropriate. The JCN Board of
Directors does not believe any such dividend wélirequired.

Indemnification

For a period of six years after the Effective TirHeghwoods will indemnify, defend and hold harml#ss present and former directors,
officers, employees and agents of the JCN Entjgash, an "Indemnified Party") against all lialp# arising out of actions or omissions
arising out of the Indemnified Party's service envices as directors, officers, employees or agefrasy JCN Entity or, at any JCN Entity's
request, of another corporation, partnership, jeémture, trust or other enterprise occurring gtraor to the Effective Time (including the
transactions contemplated by the Merger Agreemertt)e fullest extent permitted under the GBCL agdhe JCN Articles and the JCN
Bylaws and any other organizational instrumenthefapplicable JCN Entity as presently in effaat)uding provisions relating to advances
of expenses incurred in the defense of any litigraind whether or not Highwoods or any of its &fds is insured against any such matter.
Without limiting the foregoing, in any case in whiapproval by Jackson or Highwoods is requiredfecaate any indemnification,
Highwoods will direct, at the election of the Indeified Party, that the determination of any sucprapal be made by independent counsel
mutually agreed upon between Highwoods and thentmifeed Party.

Highwoods will use its reasonable efforts (and EPill cooperate prior to the Effective Time in #hesforts) to maintain in effect for a
period of three years after the Effective Time, Bo&kisting directors' and officers' liability irsmce policy (provided that Highwoods may
substitute therefor (i) policies of at least thenseacoverage and amounts containing terms and comslithat are substantially no less
advantageous or (ii) with the consent of JCN gipgar to the Effective Time, any other policy) withspect to claims arising from facts or
events that occurred prior to the Effective Timd anvering persons who are currently covered b} sugurance; provided, that neither
Highwoods nor Jackson shall be obligated to makgesgte premium payments for such three-year pamiogspect of such policy (or
coverage replacing such policy) which exceed,Herfortion related to JCN's directors and offic2e£)% of the annual premium payment:
JCN's current policy in effect as of the date éd thgreement (the "Maximum Amount"). If the amowfhthe premiums necessary to maintain
or procure such insurance coverage exceeds thenMiaxiAmount, Highwoods will use its reasonable eéfoo maintain the most
advantageous policies of directors' and officéaility insurance obtainable for a premium equathte Maximum Amount.

The Highwoods Board of Directors has been advikat] in the opinion of the Commission, indemnificatfor liabilities arising under the
Securities Act or the Exchange Act is contrary ubljc policy and is therefore unenforceable, absethécision to the contrary by a court of
appropriate jurisdiction.
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Continued Activities

Highwoods acknowledges the economic and socialfgignce of the Country Club Plaza district (théd&") to Kansas City, Missouri and
surrounding communities, and further acknowledbesmportance of the continued development andveddpment of the Plaza by the JCN
Entities. From and after the Effective Time, Higlodls intends to continue to pursue each portioh@Piaza redevelopment plan unless the
economics of any single portion of the redevelopnpésm, or changes in circumstances beyond th@nadse control of Highwoods, cause
the Highwoods Board of Directors to determine indjéaith, after consideration of available alteivieg, that such redevelopment plan or
portion thereof is contrary to the best intere$the shareholders of Highwoods.

From and after the Effective Time, Highwoods withke annual charitable contributions and provideroomity support in the geographic
areas in which the business of JCN is currentlyaipe, at levels substantially comparable to oaggrethan the levels of charitable
contributions and community support provided by Jexities within such areas during calendar ye&618nd the period from January 1,
1997 through the date of the Merger Agreement. Faothafter the Effective Time, Highwoods also wilbvide annual financial assistance
and marketing support to merchants relating to @rigs currently owned or operated by any JCN ndit levels substantially comparable to
or greater than the levels of such support provitedCN Entities during calendar year 1996 andotiréod from January 1, 1997 through the
date of the Merger Agreement.

Interests of Certain Persons

In considering the recommendation of the JCN Baéildirectors with respect to the Merger Agreemdf@N Shareholders should be aware
that certain officers and directors of JCN haveriests in the Merger and related transactionsctiratict with the interests of JCN
Shareholders generally. From January 1996 throegitethber 1997, JCN entered into employment agretsmeéth its executive officers to
permit JCN to attract and retain talented managgpable of providing continuity to, and enhancing operations of, JCN. One such
agreement provides Mr. Brady with certain beneffisn the occurrence of a change of control notsupgd by Mr. Brady and other
agreements would provide several other officerf wrtain benefits upon the occurrence of a chafgentrol and upon the occurrence of
various triggering events subsequent to a trarmastich as the Merger. Accordingly, Messrs. Bra&hgok, de Avila, Dixon, Fox, Peterson,
Sloan, Stephenson, and Teaney and Ms. Mariettibeagntitled to the accelerated receipt of caslekstir combined cash and stock
consideration from Highwoods, in approximate amewit$6,215,783, $222,721, $1,019,610, $218,0054 %20, $618,260, $618,260,
$326,814, $1,016,171 and $196,231, respectiveligiwiotals in the aggregate approximately $10.Tionil(not taking into account
obligations related to certain of such individugistsonal taxes), a portion of which may or mayb®teductible to JCN or Highwoods. A
full explanation of the triggering events for syztyments is set forth under "Description of JCKfficer Compensation.” As of the date of
this Proxy Statement/Prospectus, Highwoods hasmtered into any agreement with such officerswmatld avoid or reduce the amount of
any consideration to which they might otherwiseshgtled. In addition, Highwoods has agreed, frard after the Effective Time and for a
period of six years thereafter, to assume theiagistbligations to indemnify and hold harmless presand former officers and directors of
Highwoods in respect of acts or omissions occuraingr prior to the Effective Time to the extendyided under Missouri law, the JCN
Articles and the JCN Bylaws, as in effect on theedd the Merger Agreement, and also has agreathintain in effect after the Effective
Time JCN's current policies of directors' and @fg& liability insurance for a period of three ygdrut subject to maximum aggregate pren
cost equal to 200% of the annual premiums prewopaid by JCN.

Mr. Barrett Brady is the only officer of JCN whasalserves on the JCN Board of Directors, and MadBmabstained from voting when the
JCN Board of Directors recommended that JCN Shéddel®approve the Merger Agreement.

Mr. C. Q. Chandler, Il is a member of the JCN Rbaf Directors and is the chairman of the boardicdctors and a principal shareholder of
INTRUST, the trustee of JCN's Employee Stock Owmier§rust. INTRUST received $114,480 in fees frdva ESOT in 1997 for serving in
such capacity, and Highwoods has indicated itsitiia to terminate the ESOT upon consummation efMlerger. In the event the Merger
Agreement is not approved and INTRUST continuesetwe in such capacity, INTRUST would continuedoeive fees from the ESOT.
Because of the resulting appearance of a potemidlict, Mr. Chandler also abstained from votingem the JCN Board of Directors
recommended that JCN Shareholders approve the M&gyeement.

Neither Mr. Brady nor Mr. Chandler expressed angagition to the Merger. The JCN Board of Directwes aware of these interests
took these interests into account in approvingMileeger Agreement and the transactions contemptasreby.
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Anticipated Accounting Treatment

The Merger will be treated as a purchase in acomelavith Accounting Principles Board Opinion No. Péirchase accounting for a merger is
the same as the accounting treatment used foicthesition of any group of assets. The fair maxkatie of the consideration given by
Highwoods in the Merger will be used as the vabratiasis of the combination. The assets acquirddianilities assumed of JCN will be
recorded at their relative fair market values athefEffective Time. The financial statements offdvoods will reflect the combined
operations of Highwoods and JCN from the date ef\lerger.

Shares Available for Resale

The issuance of Highwoods Common upon consummafitire Merger will be registered under the Secesithct. Such shares may be tra
freely and without restriction by those sharehddest deemed to be "affiliates" of JCN or Highwoadghat term is defined in the rules and
regulations promulgated pursuant to the Securkzs"Affiliates" are generally defined as persaviso control, are controlled by or are un
common control with an issuer. This Proxy Staterospectus does not cover any resales of shakdiglafvoods Common received by
affiliates of JCN.

FEDERAL INCOME TAX CONSIDERATIONS

The following summary of the material Federal ineotax considerations is based on current law,rigéneral purposes only, and is not tax
advice. The summary addresses the material Fedeoahe tax consequences of the Merger to Highwoddsl, and the JCN Shareholders,
and the material Federal income tax consideratielasing to Highwoods' REIT status, including thaterial Federal income tax
considerations relating to the Highwoods Operaiagnership. The following summary does not addaighe Federal income tax
consequences of the Merger that may be relevarantacular holders of JCN Common and holders thatsabject to special tax rules
including dealers in securities, mutual funds, rasge companies, tax-exempt entities, holders whioad hold their JCN Common as capital
assets, and holders that, for Federal income tepoges, are non-resident alien individuals, for@grporations, foreign partnerships or
foreign estates or trusts, including any withhofdiaxes that may apply to the consideration paittiédoreign holders.

EACH HOLDER OF JCN COMMON OR INVESTOR OF HIGHWOOL®MMON IS URGED TO CONSULT HIS OR HER OWN TAX
ADVISOR REGARDING THE SPECIFIC TAX CONSEQUENCES MM OR HER OF THE MERGER IN LIGHT OF HIS OR HER
PARTICULAR CIRCUMSTANCES, INCLUDING THE EFFECT OFT&TE, LOCAL AND FOREIGN TAX LAWS, AND OF
POTENTIAL CHANGES IN APPLICABLE TAX LAWS.

Federal Income Tax Consequences of Merger

It is intended that the Merger will qualify as aface reorganization within the meaning of Secté&8(a) of the Code, and as a condition to
consummation of the Merger, JCN will receive amapi from Blackwell Sanders Peper Martin LLP asii® qualification of the Merger as a
tax-free reorganization within the meaning of Smt68(a) of the Code and as to the tax consegaaithe Merger to the JCN
Shareholders. Highwoods will receive an opiniotston & Bird LLP as to the qualification of the vger as a tafree reorganization withi
the meaning of Section 368(a) of the Code. Copissich opinions are included as Exhibits 8.1 aRd@®the Registration Statement. In order
to so qualify, various factual matters must be.tinghis regard, based upon certain factual repriegions of officers of Highwoods and JCN
(attached as exhibits to the opinions) and thegarhthe Merger, such counsel have advised Highwaod JCN that the Merger qualifies as
a tax-free reorganization. It is important to ndtewever, that if such representations are untrirocorrect in any material respects, the
conclusions reached by Alston & Bird LLP and Blae&anders Peper Martin LLP in their respectivinimms are jeopardized and may not
be relied upon.

If, as is anticipated, the Merger is treated asomganization as defined in Section 368(a) of thde; the material Federal income tax
consequences would be as follows:

(i) Each of Highwoods and JCN will be a party teearganization within the meaning of Section 36&(tthe Code.
(if) No gain or loss will be recognized by Highwaodr JCN as a consequence of the Merger.

(iii) No gain or loss will be recognized by any J&Kareholder upon the receipt of Highwoods Comnadglysin exchange for its shares of
JCN Common.

(iv) If a JCN Shareholder receives both cash arghioods Common in exchange for his or her JCN Combazause of an election to
receive cash with respect to only a portion of saittolder's JCN Common, then gain
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(but not loss) will be recognized, but not in ancammt in excess of the amount of cash received.gémeral rule is that any such gain will be
treated as capital gain but if the exchange haseffieet of a distribution of a dividend, then thre@unt of gain recognized that is not in excess
of the JCN Shareholder's ratable share of the trifmised earnings and profits of JCN will be trehtes a dividend, rather than capital gain.
The determination of whether the exchange hasftaet@f the distribution of a dividend will be madn a shareholder by shareholder basis.
The exchange will not have the effect of the disttion of a dividend, provided that one of the dadiebors of

Section 302(b) of the Code is met. Most JCN Shddehs electing to receive cash will likely meet teabstantially disproportionate" safe-
harbor of Section 302(b)(2) of the Code, and thausettheir gain treated as capital gain rather #saa dividend. The substantially
disproportionate test will be met if after the gaation the shareholder will own less than fiftyqeat (50%) of all Highwoods Common an
his or her percentage ownership of Highwoods Comaitar the transaction is less than eighty per(@0f6) of what his or her percentage
ownership of Highwoods Common would have been i€ash elections had been made by the JCN Sharetahdeonnection with the
Merger, in each case determined with applicatioBexdtion 318 of the Code attributing stock owngrgtmong family members and related
entities. JCN Shareholders with attributed owngrsimiJCN Shareholders making the cash election meitpect to only a small percentage of
their stock may not fall within the substantiallgproportionate safe-harbor. Each JCN Sharehosderged to consult his or her own tax
advisor about the applicable tax consequencesgi dif his or her particular circumstances.

(v) If a JCN Shareholder receives solely cash rharge for shares of JCN Common either because eleation to receive cash with respect
to all of such holder's JCN Common, or becausé@tkercise of the right to dissent to the transacsuch cash will be treated as having
been received as a distribution in redemption efX6N Common subject to the provisions of Sectitd & the Code. Where, as a result of
such distribution, the JCN Shareholder owns no Wimbds Common, either directly or by reason of theliaation of Section 318 of the
Code, the "complete termination of interest" sadebbr of Section 302(b)(3) of the Code will be naetd such cash will be treated as a
distribution in full payment in exchange for hister JCN Common. Such shareholders will recognéie gr loss measured by the difference
between the amount of cash received and the adjbsisis of the JCN Common surrendered.

(vi) The basis of the Highwoods Common receive@ N Shareholder in the Merger will be the sambadasis of the JCN Common
surrendered in exchange therefor (less the bdesa#td to any fractional share of Highwoods Commeitied by cash payment), decreased
by any cash received and increased by the amdamy| treated as a dividend and the amount of#ire recognized by such JCN
Shareholder with respect to the Merger.

(vii) The holding period of the Highwoods Commoge®ed by a JCN Shareholder (including the holgiagod of any fractional share
interest) will include the holding period of theNCommon surrendered in exchange therefor, providedCN Common was held as a
capital asset on the date of the exchange.

(viil) A JCN Shareholder who receives cash in therdyer in lieu of a fractional share interest in figgpods Common will be treated as hav
received cash in redemption of such fractionalelivaerest. The receipt of such cash by the JCNeBbéder generally should result in cap
gain or loss equal to the difference between theusnof cash received and the portion of such J@&k&holder's adjusted basis in the shares
of JCN Common allocable to the fractional sharerist.

If the Merger fails to qualify as a tax-free reangaation for any reason, the material Federal inedax consequences would be as follows: (i)
no gain or loss would be recognized to Highwooilsgéin would be recognized to JCN (and the résgltax borne by Highwoods) equal to
the fair market value of its assets at the Effecliime less its adjusted basis in the assetsgéii or loss would be recognized by the holders
of JCN Common upon the exchange of such sharésiMerger for shares of Highwoods Common,;

(iv) the tax basis of the Highwoods Common to leeiheed by the holders of the JCN Common in the Mewrgould be the fair market value

of such shares of Highwoods Common at the Effecfivee; and (v) the holding period of such shareklighwoods Common to be received
by JCN Shareholders pursuant to the Merger woulihkthe day after the Effective Time.

Taxation of Highwoods as a REIT

General. Commencing with its taxable year endeceBéer 31, 1994, Highwoods has elected to be taxedraal estate investment trust
under Sections 856 through 860 of the Code. Highigdmelieves that, commencing with its taxable yeated December 31, 1994, it has
been organized and has operated in such a mantegaalify for taxation as a REIT under the Caaled Highwoods 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 itsethalders. This summary is qualified in its entireyythe applicable Code provisions, rules
and regulations promulgated thereunder, and adtratiise and judicial interpretation thereof.

Alston & Bird LLP has acted as tax counsel to Higlgs in connection with the Merger and Highwootition to be taxed as a REIT.
Alston & Bird LLP is of the opinion that Highwoodiss been organized and has operated in confornititytine requirements for qualificatit
and taxation as a REIT under the Code for its tiexgbars ended December 31, 1994 through 199 7AhandHighwoods is in a position to
continue its qualification and taxation as a RElithim the definition of Section 856(a) of the Cdde the taxable year that will end Decem
31, 1998. This opinion is based on factual represiems of Highwoods concerning its business oparatand its properties and Alston &
Bird LLP has not independently verified these fatrisaddition, Highwoods' qualification and taxatias a REIT at any time during 1998 is
dependent, among other things, upon its meetingettp@irements of Section 856(a) of the Code througthe year and for the year as a
whole. Accordingly, because Highwoods' satisfactbthe REIT requirements for such year will depepdn future events, including prec
terms and facts of proposed transactions, the dfieermination of operational results and the ¢féécertain provisions in the President's
Budget Proposal for the Fiscal Year 1999 on HightO&REIT status, no assurance can be given thaictiial results of Highwoods'
operations for the taxable year that will end DelsenB1, 1998, will satisfy the REIT requirements.

Federal Income Taxation of Highwoods

If Highwoods qualifies for taxation as a REIT, @rgerally will not be subject to Federal corporai®ime tax on that portion of its ordinary
income or capital gain that is currently distritiite shareholders. The REIT provisions of the Cgeleerally allow a REIT to deduct
distributions paid to its shareholders, substadgteliminating the Federal "double taxation" onreags (once at the corporate level when
earned and once again at the shareholder level disgibuted) that usually results from investmenta corporation. Nevertheless,
Highwoods will be subject to Federal income tataiews. First, Highwoods will be taxed at regutarporate rates on its undistributed R
taxable income, including undistributed net capitaihs. Second, under certain circumstances, Higha/may be subject to the "alternative
minimum tax" as a consequence of its items of t@tgpence. Third, if Highwoods has net income fithin 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 taxta highest corporate rate on such income. Foifitighwoods 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 busjpssich income will be subject to a 100% tax Hift Highwoods 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 Highwoods
fails either the 75% or 95% test, multiplied byraction intended to reflect Highwoods' profitalyiliBixth, if Highwoods fails to distribute
during each year at least the sum of (i) 85% oditinary income for such year, (ii) 95% of its ttapgain net income for such year, and (iii)
any undistributed taxable income from prior periddghwoods will be subject to a 4% excise tax lv@ éxcess of such required distribution
over the amounts actually distributed. SeventHijghwoods should acquire any asset from a C cotjporéi.e., a corporation generally
subject to full corporate-level tax) in a carryobasis transaction and Highwoods subsequently rézeg gain on the disposition of such
asset during the 10-year period (the "Recognitiendd") beginning on the date on which the asset aguired by Highwoods, then, to the
extent of the excess of (a) the fair market valighe asset as of the beginning of the applicatdedgnition Period over (b) Highwoods'
adjusted basis in such asset as of the beginniagabf Recognition Period (the "Built-In Gain"), bugain will be subject to tax at the highest
regular corporate rate, pursuant to guidelinesiddiy the Internal Revenue Service ("IRS") (theiltBln Gain Rules").

Requirements for Qualification

To qualify as a REIT, Highwoods must elect to bérsated and must meet the requirements, discimded, relating to Highwoods'
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 ceatéie of beneficial interest, (iii) that would
taxable as a domestic corporation but for the REefuirements, (iv) that is neither a financial ington nor an insurance company subject to
certain provisions of the Code, (v) the benefioiahership of which is held by 100 or more pers¢wi3,during the last half of each taxable
year, not more than 50% in value of the outstandingk of which is owned, directly or indirectiprough the application of certa

attribution rules,

47



by five or fewer individuals (as defined in the @dd include certain entities), (vii) files an diea to be taxed as a REIT on its return for ¢
taxable year, and (viii) satisfies the 95% and 7886me tests and the 75%, 25%, 10% , and 5% aessist &s described below. The Code
provides that conditions (i) through (iv), inclusjvnust be met during the entire taxable year haddondition (v) must be met during at least
335 days of a taxable year of 12 months or duripgogortionate part of a taxable year of less th2amonths. For purposes of condition (v),
certain pension funds and other tax- exempt estitre treated as persons. For purposes of conditipnhe beneficiaries of a pension or
profit-sharing trust under section 401(a) of thel€are treated as REIT shareholders. In additentHighwoods Articles currently include
certain restrictions regarding transfer of its Higlods Common, which restrictions are intended (agrather things) to assist Highwoods in
continuing to satisfy conditions (v) 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 willdemed to be entitled to the income of the partigittributable to such share. In addition,
the character of the assets and gross income @ftttieership retain the same character in the hafti® REIT for purposes of Section 85¢
the Code, including satisfying the gross incoméstaad asset tests. Thus, Highwoods' proporticstaiee of the assets, liabilities, and iterr
income of the Highwoods Operating Partnership (ditig the Highwoods Operating Partnership's shbtieecassets, liabilities, and items of
income with respect to any partnership in whidhokds an interest) will be treated as assets |liligsi, and items of income of Highwoods for
purposes of applying the requirements describegimer

Income Tests. In order to maintain qualificatioredREIT, Highwoods annually must satisfy two grime®me requirements. First, at least
75% of Highwoods' gross income (excluding grossiine from prohibited transactions) for each taxgela must be derived directly or
indirectly from investments relating to real prageincluding investments in other REITs or mortga®n real property (including "rents fr
real property" and, in certain circumstances, ggbr Second, at least 95% of Highwoods' grosamec(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 Highwoods' gross income (includjrass income from prohibited transactions). Thepbger Relief Act of 1997, enacted
August 5, 1997 ("Taxpayer Relief Act"), repeals 8®86 gross income test for taxable years beginaitey August 5, 1997. Accordingly, the
30% gross income test will not apply to Highwooegibning with its taxable year that will end DecemB1, 1998.

Rents received by Highwoods will qualify as "refrtam real property” in satisfying the gross incoraquirements for a REIT described ab
only if several conditions are met. First, the anmtaaf rent must not be based in whole or in parttenincome or profits of any person but can
be based on a fixed percentage of gross receigoes sales. Second, "rents from real propertglugles any amount received directly or
indirectly from any tenant if Highwoods, or an owieé 10% or more of Highwoods, directly or constiuely, owns 10% or more of such
tenant taking into consideration the applicablakaition rules (a "Related Party Tenant"). Thirghtrattributable to personal property is
excluded from "rents from real property" except véhguch personal property is leased in connectitimavease of real property and the rent
attributable to such personal property is less titagqual to 15% of the total rent received unterléase. Finally, amounts that are
attributable to services furnished or renderedoimnection with the rental of real property, whetbenot separately stated, will not constitute
"rents from real property" unless such servicescastomarily provided in the geographic area. Qusiy services that are not provided to a
particular tenant (e.g., furnishing heat and lighe, cleaning of public entrances, and the cobectif trash) can be provided directly by
Highwoods. Where, on the other hand, such serdcegrovided primarily for the convenience of theants and are provided to such ten
such services must be provided by an independentaator. In the event that an independent cordrambvides such services, Highwoods
must adequately compensate the independent carréfighwoods must not derive any income from tidependent contractor, and neither
the independent contractor nor certain of its dhalders may, directly or indirectly, own more tHas26 of Highwoods, taking into
consideration the applicable ownership rules. Ransto the Taxpayer Relief Act and beginning witlghvoods' taxable year that will end
December 31, 1998, Highwoods' rental income witlcease to qualify as "rents from real property'tehebecause Highwoods performs
minimis amount of impermissible services to theatdgn. For purposes of the preceding sentence,

(i) the amount of income received from such impsaitile services cannot exceed one percent of a@lata received or accrued during such
taxable year, directly or indirectly, by Highwoodgh respect to such property and (ii) the amotedted as received by Highwoods for such
impermissible services cannot be less than 15Gpenf the direct cost of Highwoods in furnishingrendering such services.
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Highwoods does not currently charge and does rtatipate charging rent that is based in whole qguant on the income or profits of any
person. Highwoods also does not anticipate eithavitig rent attributable to personal property &b connection with real property that
exceeds 15% of the total rents or receiving remhfRelated Party Tenants.

The Highwoods Operating Partnership does providgiceservices with respect to the Highwoods PrigrThe performance of services by
Highwoods or the Highwoods Operating Partnership wespect to the Highwoods Properties, other geamices that are and will be provic
directly, that are usually or customarily rendeiredonnection with the rental of space for occupamly, and that are not otherwise rendered
to particular tenants ("customary services"), wéllse rents received with respect to the Highwéwdperties as to which the non-customary
services are provided, to fail to qualify as reindsn real property. Although some of the servicéhwespect to the Highwoods Properties
Highwoods believes may not be provided by Highwoodihe Highwoods Operating Partnership directlithaiit jeopardizing the
qualification of rent as "rents from real properéye and will be performed by independent contrac&ome of the services are and will be
performed directly by Highwoods or the Highwoodse@ting Partnership. Highwoods believes, howebat, the aggregate amount of the
fees received for the performance of non-custorearyices, the rents received with respect to thylwoods Properties as to which the non-
customary services are provided, and all otheraqumadifying income in any taxable year will not caudighwoods to exceed the limits on
non-qualifying income under the 75% or the 95% gliosome tests.

The Highwoods Operating Partnership and Highwoedsive fees in consideration of the performangereperty management and broker
and leasing services with respect to certain HigiogdProperties not owned entirely by the HighwoOgerating Partnership. Such fees will
also not qualify under the 75% or the 95% grosernme test. In addition, Highwoods Operating Partmipralso may receive certain other
types of income with respect to the propertiesns that will not qualify for either of these tedtsirther, dividends on the Highwoods
Operating Partnership's stock in Highwoods Serwdg#shot qualify under the 75% gross income tétighwoods believes, however, that the
aggregate amount of such fees and all other nolifgjng income (including fees for the performanmienon-customary services and
associated rents) in any taxable year will not eddighwoods to exceed the limits on non-qualifyimgome under either the 75% or the 95%
gross income test.

If Highwoods fails to satisfy one or both of the2d%®r 95% gross income tests for any taxable yearay nevertheless qualify as a REIT for
that year if it is eligible for relief under a cairi provision of the Code. This relief provisiomgeally will be available if (i) Highwoods'
failure to meet these tests was due to reasonabkeand not due to willful neglect, (i) Highwoattaches a schedule of the nature and
amount of each item of income to its Federal incéaxereturn and (iii) the inclusion of any incorré@tformation on such schedule is not due
to fraud with intent to evade tax. It is not possilhowever, to state whether in all circumstaridighwoods would be entitled to the benefi
this relief provision. For example, if Highwoodsl$ato satisfy the gross income tests because watifging income that Highwoods
intentionally incurs exceeds the limits on suctoime, the IRS could conclude that Highwoods' faitorsatisfy the tests was not due to
reasonable cause. As discussed above in " -- Hddetane Taxation of Highwoods," even if this rélgrovision applies, a 100% tax would
be imposed with respect to the portion of Highwodtaisable income that fails the 75% or 95% grossiine test.

Asset Tests. At the close of each quarter of kalike year, Highwoods also must satisfy four tesesting to the nature and diversification of
its assets. First, at least 75% of the value ohiw#igods' total assets must be represented by et essets, cash and cash items (including
receivables), and government securities. Seconthare than 25% of the value of Highwoods' totabtsmay be represented by securities
other than those in the 75% asset class. Thirdnaoe than 5% of the value of Highwoods' assets coagist of securities of any one issuer
(other than those securities includible in the 7a8get test). Fourth, not more than 10% of the autishg voting securities of any one issuer
may be held by Highwoods (other than those seeariticludible in the 75% asset test).

The 5% test generally must be met for any quanterhich Highwoods acquires securities of an isstieus, this requirement must be

satisfied not only on the date on which Highwodtstgh the Highwoods Operating Partnership acquhrecgecurities of Highwoods
Services, but also each time Highwoods increasasatership of its respective securities (includisga result of increasing its interest in the
Highwoods Operating Partnership as limited parteeescise their redemption rights). Although Higlode plans to take steps to ensure that
it satisfies the 5% value test for any quarter wétbpect to which retesting is to occur, therelmano assurance that such steps will always be
successful or will not require a reduction in Higioagds' overall interest in Highwoods Services.

The Highwoods Operating Partnership owns 100% ehtnvoting stock and 1% of the voting stock offhigods Services, and by virtue of
its ownership of Common Units, Highwoods will bens@ered to own its pro rata share of such
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stock. Neither Highwoods nor the Highwoods Opetafrartnership, however, will own more than 1% efbting securities of Highwoods
Services. In addition, Highwoods and its senior aggment do not believe that Highwoods' pro rataesbbthe value of the securities of
Highwoods Services exceeds 5% of the total valudigiiwoods' assets. Highwoods' belief is basedim ypon its analysis of the estimated
value of the securities of Highwoods Services owmgthe Highwoods Operating Partnership relativihtoestimated value of the other as
owned by the Highwoods Operating Partnership. Niefrendent appraisals will be obtained to supp@tdabnclusion, and Alston & Bird
LLP, in rendering its opinion as to the qualificatiand taxation of Highwoods as a REIT, is relyamgthe conclusions of Highwoods and its
senior management as to the value of the secuoitieéghwoods Services. There can be no assur&weeever, that the IRS might not
contend that the value of such securities held ighhwWloods (through the Highwoods Operating Partripygixceeds the 5% value limitation.

After initially meeting the asset tests at the elo§ any quarter, Highwoods will not lose its stais a REIT for failure to satisfy the asset t

at the end of a later quarter solely by reasorhahges in asset values. If the failure to satiséyasset tests results from an acquisition of
securities or other property during a quarter fdilere can be cured by disposition of sufficienhrgualifying assets within 30 days after the
close of that quarter. Highwoods intends to mamégaequate records of the value of its assetssorercompliance with the asset tests and to
take such other actions within 30 days after tbeelof any quarter as may be required to cure angampliance.

Annual Distribution Requirements

In order to be taxed as a REIT, Highwoods is reglito make distributions (other than capital gastrithutions) to its shareholders in an
amount at least equal to (a) the sum of (i) 95%ighwoods' "REIT taxable income" (computed withocegard to the dividends-paid
deduction and the Highwoods' capital gain) and98i%6 of the net income, if any, from foreclosuregarty in excess of the special tax on
income from foreclosure property, minus (b) the safroertain items of non-cash income. Such distiims must be paid in the taxable year
to which they relate. Dividends paid in the subserqyear, however, will be treated as if paid ia phior year for purposes of such prior ye
95% distribution requirement if one of the followitwo sets of criteria are satisfied: (i) the damdls were declared in October, November, or
December, the dividends were payable to sharelo@faecord on a specified date in such a montth tlae dividends were actually paid
during January of the subsequent year; or (iidik&ends were declared before Highwoods timelsfits Federal income tax return for such
year, the dividends were distributed in the twehanth period following the close of the prior yead not later than the first regular divide
payment after such declaration, and Highwoods eteoh its Federal income tax return for the prigainyto have a specified amount of the
subsequent dividend treated as if paid in the préar. Even if Highwoods satisfies the foregoingtrithution requirements, Highwoods will
subject to tax thereon at regular capital gainsrdinary corporate tax rates to the extent thdbés not distribute all of its net capital gain or
"REIT taxable income" as adjusted. Furthermorelighwoods should fail to distribute during eachecalar year at least the sum of (a) 85%
of its ordinary income for that year, (b) 95% af @@apital gain net income for that year, and (g) amdistributed taxable income from prior
periods, Highwoods would be subject to a 4% extzEigen the excess of such required distributiorr tive amounts actually distributed. In
addition, during its Recognition Period, if Highwdsodisposes of any asset subject to the Built-lim Rales, Highwoods will be required,
pursuant to guidance issued by the IRS, to digiibtileast 95% of the Built-In Gain (after tat)amy, recognized on the disposition of the
asset.

Highwoods intends to make timely distributions gidt to satisfy the annual distribution requirense In this regard, the Highwoods
Operating Partnership Agreement authorizes Highwpasl general partner, to take such steps as magcessary to cause the Highwoods
Operating Partnership to distribute to its partreer&amount sufficient to permit Highwoods to méetse distribution requirements.

It is expected that Highwoods' REIT taxable incomiiébe less than its cash flow due to the allowean€ depreciation and other non-cash
charges in computing REIT taxable income. Accorljingighwoods anticipates that it generally wilMgasufficient cash or liquid assets to
enable it to satisfy the 95% distribution requiretdt is possible, however, that Highwoods, frame to time, may not have sufficient cash
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, Highwoods may fimecessary to arrange for borrowings or, if polesipay taxable stock dividends in order
to meet the distribution requirement.

In the event that Highwoods is subject to an adjestt to its REIT taxable income (as defined in ac860(d)(2) of the Code) resulting frc
an adverse determination by either a final couctsien, a closing agreement between Highwoods @dRS under Section 7121 of the
Code, or an agreement as to tax liability betwegyhWoods and an IRS district
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director, Highwoods may be able to rectify any tésg failure to meet the 95% annual distributi@guirement by paying "deficiency
dividends" to shareholders that relate to the aeglugear but that are paid in a subsequent yeaquatify as a deficiency dividend, the
distribution must be made within 90 days of theeadg determination and Highwoods also must satisfiain other procedural requirements.
If the statutory requirements of Section 860 of@lele are satisfied, a deduction is allowed for @efjciency dividend subsequently paid by
Highwoods to offset an increase in Highwoods' Rtalable income resulting from the adverse detertiminaHighwoods, however, will be
required to pay statutory interest on the amouringfdeduction taken for deficiency dividends tmpensate for the deferral of the tax
liability.

Failure to Qualify

If Highwoods fails to qualify for taxation as a REh any taxable year and the relief provisionsdbapply, Highwoods will be subject to
(including any applicable alternative minimum tax)its taxable income at regular corporate ratéstributions to shareholders in any year in
which Highwoods fails to qualify will not be dediliie by Highwoods nor will they be required to bade. In such event, to the extent of
positive current and accumulated earnings andtprdil distributions to shareholders will be dimmls, taxable as ordinary income, except
that, subject to certain limitations of the Coderporate distributes may be eligible for the divids-received deduction. Unless Highwoods is
entitled to relief under specific statutory prowiss, Highwoods also will be disqualified from tarmatas a REIT for the four taxable years
following the year during which qualification wasst. It is not possible to state whether in alkwimstances Highwoods would be entitled to
such statutory relief. For example, if Highwoodssféo satisfy the gross income tests because matifging income that Highwoods
intentionally incurs exceeds the limit on such imeg the IRS could conclude that Highwoods' faitareatisfy the tests was not due to
reasonable cause.

Taxation of U.S. Shareholders

As used herein, the term "U.S. Shareholder" medmdder of Highwoods Common that (for Federal inedmx purposes) (a) is a citizen or
resident of the United States, (b) is a corporatiopartnership (including an entity treated asm@oaration or partnership for United States
Federal income tax purposes) created or organizedunder the laws of the United States or of @miitical subdivision thereof, (c) is an
estate, the income of which is subject to Feda@ine taxation regardless of its source or (dhysteust if a court within the United States is
able to exercise primary supervision over the agtration of the trust, and one or more United &tqtersons have the authority to contro
substantial decisions of the trust. For any taxgbbe for which Highwoods qualifies for taxationaaBEIT, amounts distributed to taxable
U.S. Shareholders will be taxed as discussed below.

Distributions Generally. Distributions to U.S. Sélaolders, other than capital gain dividends disedi$®low, will constitute dividends up to
the amount of Highwoods' positive current and aadated earnings and profits and, to that exterit,beitaxable to the U.S. Shareholders as
ordinary income. These distributions are not elgfor the dividends-received deduction for corpiores. To the extent that Highwoods
makes a distribution in excess of its positive enttand accumulated earnings and profits, theiloigion will be treated first as a tax-free
return of capital, reducing the tax basis in th8..6hareholder's Highwoods Common, and then tletdison in excess of such basis will be
taxable as gain realized from the sale of its Higbels Common. Dividends declared by Highwoods iro®et, November, or December of
any year payable to a U.S. Shareholder of recora specified date in any such month shall be tdeaseboth paid by Highwoods and
received by the shareholders on December 31 ofehe provided that the dividends are actually fgidHighwoods during January of the
following calendar year. U.S. Shareholders areatiotved to include on their own Federal incomeretarns any tax losses of Highwoods.

Highwoods will be treated as having sufficient éags and profits to treat as a dividend any distidn by Highwoods up to the amount
required to be distributed in order to avoid impiosi of the 4% excise tax discussed in " -- Federedme Taxation of Highwoods" above.

Capital Gain Distributions. Distributions to U.Sh&eholders that are properly designated by Highls@s capital gain distributions will be
treated as longerm capital gains (to the extent they do not eddgighwoods' actual net capital gain) for the tdeakear without regard to t
period for which the U.S. Shareholder has heldhiser stock. However, corporate shareholders reagtuired to treat up to 20% of certain
capital gain dividends as ordinary income. Cagjtah dividends are not eligible for the dividendseived deduction for corporations.

Pursuant to the Taxpayer Relief Act and beginniith Wighwoods' taxable year that will end Decem®&r 1998, Highwoods may elect to
retain and pay income tax on net long-term cagiéh that it received during the tax year. If se@drtion is made, (i) the U.S. Shareholders
will include in their income their proportionateask of the undistributed long-term capital gainsl@signated by Highwoods, (ii) the U.S.
Shareholders will be deemed to have paid theirqtamate
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share of the tax, which would be credited or redhtb such shareholders, and
(iii) the basis of the U.S. Shareholders' shardisbgiincreased by the amount of the undistriblded-term capital gains (less the amount of
capital gains tax paid by Highwoods) included intsghareholders' long-term capital gains.

As a result of the changes made to the capital ga@s by the Taxpayer Relief Act (See " -- Cerfaisposition 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 in "Cerfaisposition of Shares"), or a 28% rate gain iistion and (ii) how to calculate the amo

of such distributions, which may be subject toa@eartieferral or bifurcation adjustments. When aRé#signates a distribution as a capital
gain dividend, which is attributable to a taxabémyending after May 7, 1997, for purposes of tireual distribution requirement, the REIT
also may designate such dividend as a 20% ratedigtiibution, as unrecaptured section 1250 gastribution, 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 thyt do not exceed certain limitations. For examgble, maximum amount of each distribution
that can be classified as either a 20% rate gainilalition, an unrecaptured section 1250 gainibligion, or a 28% rate gain distribution must
be calculated in accordance with the Code andRIgeNotice.

Passive Activity Loss and Investment Interest Latiitns. Distributions from Highwoods and gain frime disposition of Highwoods
Common will not be treated as passive activity meaand, therefore, U.S. Shareholders will not be tbapply any "passive losses" against
such income. Dividends from Highwoods (to the ekthay do not constitute a return of capital) gatemwill be treated as investment
income for purposes of the investment interesttéition. Net capital gain from the disposition ofjHwvoods Common or capital gain
dividends generally will be excluded from investmigeirtome unless the U.S. Shareholder elects to baeke gain taxed at ordinary income
rates.

Certain Dispositions of Shares. In general, U.&r&8Mmolders will realize capital gain or loss on disposition of Highwoods Common equal
to the difference between (i) the amount of caghthe fair market value of any property receivedsooh disposition, and (ii) such
shareholders' adjusted basis in such Highwoods Gombosses incurred on the sale or exchange ofitigds Common held for less than
six months (after applying certain holding periates) will be deemed long-term capital loss todRient of any capital gain dividends
received by the selling U.S. Shareholder from thabsmes. As a result of the Taxpayer Relief Aa,rttaximum rate of tax on net capital g:
on individuals, trusts, and estates from the sakxochange of assets held for more than 18 moradéen reduced to 20%, and such
maximum rate is further reduced to 18% for asseqsiised after December 31, 2000, and held for rtioma five years. For 15% percent
bracket taxpayers, the maximum rate on net cagitis is reduced to 10%, and such maximum raigriiser reduced to 8% for assets sold
after December 31, 2000, and held for more thamyars. The maximum rate for net capital gaingatable to the sale of depreciable real
property held for more than 18 months is 25% toetktent of the deductions for depreciation wittpees to such property. Long-term capital
gain allocated to U.S. Shareholders by Highwoodkhe&isubject to the 25% rate to the extent thatghin does not exceed depreciation on
real property sold by Highwoods. The maximum rdteapital gains tax for capital assets held moamthne year but not more than 18
months remains at 28%. The taxation of capitalgaifrcorporations was not changed by the TaxpagéeRAct.

Treatment of Tax-Exempt Shareholders. Distributivom Highwoods to a tax-exempt employee pensiosttor other domestic tax-exempt
shareholder generally will not constitute "unrethlbeisiness taxable income" ("UBTI") unless the shalder has borrowed to acquire or carry
its Highwoods Common. Qualified trusts that holdrenthan 10% (by value) of the shares of pensiod-R&ITs may be required to treat a
certain percentage of such a REIT's distributian&/BTI. This requirement will apply only if (i) theEIT would not qualify as such for
Federal income tax purposes but for the applicadfom"look-through" exception to the five or fewerquirement applicable to shares held by
qualified trusts and (ii) the REIT is "predominanitield" by qualified trusts. A REIT is predomingnkield if either (i) at least one qualified
trust holds more than 25% by value of the REITriegés or (i) one or more qualified trusts, eachnimg more than 10% by value of the REIT
interests, hold in the aggregate more than 50%eREIT interests. The percentage of any REIT éiviltreated as UBTI is equal to the ri

of (a) the UBTI earned by the REIT (treating thelREs if it were a qualified trust and therefordjgat to tax on UBTI) to (b) the total gross
income (less certain associated expenses) of th€. REthe event that this ratio is less than 5%dny year, then the qualified trust will not
be treated as having received UBTI as a result@REIT dividend. For these purposes, a qualifiesttis any trust described in Section 401
(a) of the Code and exempt from tax under Sectid(d) of the Code. The restrictions on ownershiplighwoods Common in the Articles
Incorporation generally will prevent applicationtbe provisions treating a portion of REIT disttiions as UBTI to tax-exempt entities
purchasing Highwoods Common, absent a waiver ofdbgictions by the board of directors.
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Special Tax Considerations for Non-U.S. Shareholdsr

The rules governing United States income taxatfamoa-resident alien individuals, foreign corpooas, foreign partnerships, and foreign
trusts and estates (collectively, "Non-U.S. Shaladrs") 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 Highwaealgies for taxation as a REIT.
Prospective Non-U.S. Shareholders should constfi tiveir own tax advisors to determine the impddtexeral, state, local, and foreign
income tax laws on an investment in Highwoods,udtig any reporting requirements.

A distribution by Highwoods that is not attributalib gain from the sale or exchange by Highwoods dhited States real property interest
and that is not designated by Highwoods as a dagzta distribution will be treated as an ordinargome dividend to the extent that it is
made out of current or accumulated earnings anfitpad Highwoods. Generally, any ordinary incomeidiend will be subject to a Federal
income tax equal to 30% of the gross amount ofithielend unless this tax is reduced by an apple#dt treaty. Such a distribution in exc
of Highwoods' earnings and profits will be treatiest as a return of capital that will reduce a Ndrs. Shareholder's basis in its Highwoods
Common (but not below zero) and then as gain fteedisposition of such shares, the tax treatmewthich is described under the rules
discussed below with respect to dispositions ohiigods Common.

Distributions by Highwoods that are attributableggon from the sale or exchange of a United Stagalsproperty interest will be taxed to a
Non-U.S. Shareholder under the Foreign Investmential Rroperty Tax Act of 1980 ("FIRPTA"). Under FIR®, such distributions are
taxed to a Non-U.S. Shareholder as if the distigmstwere gains "effectively connected" with a @diStates trade or business. Accordingly,
a Non-U.S. Shareholder will be taxed at the norcagital gain rates applicable to a U.S. Sharehdkldsject to any applicable alternative
minimum tax and a special alternative minimum takhie case of non-resident alien individuals). fibstions 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 Highwoods' witkliray obligations, Highwoods generally will be reau to withhold from distributions to
Non-U.S. Shareholders, and remit to the IRS, (i) 35%esignated capital gain dividends (or, if greaB&26 of the amount of any
distributions that could be designated as capéal dividends) and (ii) 30% of ordinary dividendsigpout of earnings and profits. In additi

if Highwoods designates prior distributions as tagjain dividends, subsequent distributions, uhéamount of such prior distributions that
were designated as capital gains dividends, witrbated as capital gain dividends for purposesitbtholding. A distribution in excess of
Highwoods' earnings and profits may be subjecO8 8lividend withholding (unless such Non-U.S. Shaleer is entitled to a lower rate
under an income tax treaty) or 10% FIRPTA withhotdilf the amount of tax withheld by Highwoods wittspect to a distribution to a Non-
U.S. Shareholder exceeds the shareholder's UniteelsSax liability with respect to such distrilmutj the Non-U.S. Shareholder may file for a
refund of such excess from the IRS.

Unless the Highwoods Common constitutes a "UnitadeS real property interest” within the meaningcrlRPTA, a sale of Highwoods
Common by a Non-U.S. Shareholder generally willlmosubject to Federal income taxation. The Higldgad@ommon will not constitute a
United States real property interest if Highwoagla i'domestically controlled REIT." A domesticatigntrolled REIT is a REIT in which at
all times during a specified testing period lesntb0% in value of its shares is held directlynatiiectly by Non-U.S. Shareholders. It
currently is anticipated that Highwoods will be@kstically controlled REIT and, therefore, tha ffale of Highwoods Common will not be
subject to taxation under FIRPTA. However, becahseHighwoods Common will be publicly traded, nswrsince can be given that
Highwoods will be a domestically controlled REITHighwoods were not a domestically controlled REATNon-U.S. Shareholder's sale of
Highwoods Common would be subject to tax under HIRBS a sale of a United States real property éstemnless the Highwoods Common
were "regularly traded" on an established secsritiarket (such as the New York Stock Exchange) inlwthe Highwoods Common will be
listed and the selling shareholder owned no maae 8% of the Highwoods Common throughout the tggtigriod. If the gain on the sale of
Highwoods Common were subject to taxation undePHIR, the Non-U.S. Shareholder would be subjechéosame treatment as a U.S.
Shareholder with respect to the gain (subject tdiegble alternative minimum tax and a specialraliive minimum tax in the case of non-
resident alien individuals). Notwithstanding theefgoing, capital gains not subject to FIRPTA wél taxable to a Nok-.S. Shareholder if th
Non-U.S. Shareholder is a non-resident alien individuzo is present in the United States for 183 daysiore during the taxable year and
certain other conditions apply, in which case tbe-resident alien individual will be subject to @8 tax on his or her U.S. source capital
gains.
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A purchaser of Highwoods Common from a Non-U.S.r8halder will not be required to withhold under IPIRA on the purchase price if the
purchased Highwoods Common is "regularly tradedaomrstablished securities market or if Highwoads domestically controlled REIT.
Otherwise, the purchaser of Highwoods Common frddoa-U.S. Shareholder may be required to withh@eblof the purchase price and
remit this amount to the IRS. Highwoods Commonenitly is a regularly traded security on the NewRyStock Exchange. Highwoods
believes that it qualifies under both the regulardyded and the domestically controlled REIT exicgystto withholding but cannot provide ¢
assurance to that effect.

Information Reporting Requirements and Backup Withholding Tax

Under certain circumstances, U.S. Shareholderslbraagubject to backup withholding at a rate of 31%payments made with respect to, or
cash proceeds of a sale or exchange of, Highwood:@n. Backup withholding will apply only if (i) éhpayee fails to furnish his or her
taxpayer identification number

("TIN™) (which, for an individual, would be his drer Social Security Number)

to the payor as required, (ii) the IRS notifies plagor that the taxpayer identification number fsined by the payee is incorrect, (iii) the IRS
has notified the payee that such payee has failedaperly include reportable interest and divideimdthe payee's return or has failed to file
the appropriate return and the IRS has assessefitgedcy with respect to such under reporting(iwrthe payee has failed to certify to the
payor, under penalties of perjury, that the paga®t subject to withholding. In addition, backuiphlvolding will not apply with respect to
payments made to certain exempt recipients, sucbraerations and tax-exempt organizations.

U.S. Shareholders should consult their own taxsasgiregarding their qualifications for exemptioonfi backup withholding and the
procedure for obtaining such an exemption. Backitphelding is not an additional tax. Rather, theoaimt of any backup withholding with
respect to a payment to a U.S. Shareholder widlllosved as a credit against the U.S. Shareholtdeited States Federal income tax liability
and may entitle the U.S. Shareholder to a refurm/iped that the required information is furnishiedhe IRS.

Additional issues may arise pertaining to inforraatieporting and backup withholding for Non-U.Sa&#holders. Non-U.S. Shareholders
should consult their tax advisors with regard t8 Unformation reporting and backup withholding.

Tax Aspects of the Highwoods Operating Partnership

General. Substantially all of Highwoods' investnseate held through the Highwoods Operating Paftiierin general, partnerships are "pass-
through" entities which are not subject to Federabme tax. Rather, partners are allocated thepgtionate shares of the items of income,
gain, loss, deduction, and credit of a partnersdnil, are potentially subject to tax thereon, withregard to whether the partners receive a
distribution from the partnership. Highwoods inasdn its income its proportionate share of thedoing Highwoods Operating Partnership
items for purposes of the various REIT income tast$in the computation of its REIT taxable incoidereover, for purposes of the REIT
asset tests, Highwoods includes its proportionadéeesof assets held by the Highwoods OperatingnEasthip.

Tax Allocations with Respect to the Highwoods Prtips. Pursuant to

Section 704(c) of the Code, income, gain, loss,dedliction attributable to appreciated or depredigroperty (such as the Highwoods
Properties) that is contributed to a partnershigxichange for an interest in the partnership, besllocated in a manner such that the
contributing partner is charged with, or benefitsi the unrealized gain or unrealized loss, resgyt associated with the property at the
time of the contribution. The amount of such unieeal gain or unrealized loss generally is equahgodifference between the fair market
value of contributed property at the time of cdmition and the adjusted tax basis of such profzrtiye time of contribution (a "Book-Tax
Difference"). Such allocations are solely for Fed@éncome tax purposes and do not affect the bapital accounts or other economic or le
arrangements among the partners. The HighwoodsafpgPartnership was formed by way of contributioh appreciated property
(including the Highwoods Properties). Consequetitig,Highwoods Operating Partnership Agreementiregjsuch allocations to be made in
a manner consistent with Section 704(c) of the Code

In general, the partners who have contributed peship interests in the Highwoods Properties tdHiylhwoods Operating Partnership (the
"Contributing Partners") will be allocated lower anmts of depreciation deductions for tax purpokas such deductions would be if
determined on a pro rata basis. In addition, inetyent of the disposition of any of the contribuéesdets (including the Highwoods Properties)
that have a Book-Tax Difference, all taxable incaatteibutable to such Book-Tax Difference generallif be allocated to the Contributing
Partners, and Highwoods generally will be allocaiely its share of capital gains attributable tpragiation, if any, occurring after the
closing of the acquisition of such
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properties. This will tend to eliminate the BookxTRifference over the life of the Highwoods OpemgtPartnership. However, the special
allocation rules of Section 704(c) of the Code dbaiways entirely eliminate the Book-Tax Differenan an annual basis or with respect to a
specific taxable transaction such as a sale. Thas;arryover basis of the contributed assetsarhtinds of the Highwoods Operating
Partnership will cause Highwoods to be allocatedtlodepreciation and other deductions and possiflgunts of taxable income in the event
of a sale of such contributed assets in excedseof¢onomic or book income allocated to it as altre$ such sale. This may cause Highwa

to recognize taxable income in excess of cash pas;avhich might adversely affect Highwoods' apiiit comply with the REIT distribution
requirements. See " -- Annual Distribution Requiesits.”

Treasury Regulations under Section 704(c) of theéeQurovide partnerships with a choice of severahous of accounting for Book-Tax
Differences, including the "traditional method" timaay leave some of the Book-Tax Differences unaocted for, or the election of certain
methods which would permit any distortions causgd Book-Tax Difference at this time to be entirgdgtified on an annual basis or with
respect to a specific taxable transaction suchsadea The Highwoods Operating Partnership and Wiglls have determined to use the
“"traditional method" for accounting for Book-Taxff@rences with respect to the Highwoods Proped@dributed to the Partnership. As a
result of such determination, distributions to sf@iders will be comprised of a greater portiomaaBble income rather than a return of
capital. The Highwoods Operating Partnership arghttbods have not determined which of the altereatiethods of accounting for Book-
Tax Differences will be elected with respect to Iighods Properties contributed to the Partnershtparfuture.

With respect to any property purchased by the Haybag Operating Partnership, such property initiafly have a tax basis equal to its fair
market value and Section 704(c) of the Code witlapply.

Basis in Highwoods Operating Partnership Intetdigthwoods' adjusted tax basis in its interest mltighwoods Operating Partnership
generally (i) will be equal to the amount of casld ¢he basis of any other property contributechéoHighwoods Operating Partnership by
Highwoods, (ii) will be increased by

(a) its allocable share of the Highwoods Operallagnership's income and (b) its allocable shaied#btedness of the Highwoods Opera
Partnership and

(iii) will be reduced, but not below zero, by Higheds' allocable share of (a) losses suffered byltgewoods Operating Partnership, (b) the
amount of cash distributed to Highwoods, and (ejstauctive distributions resulting from a reductiarHighwoods' share of indebtedness of
the Highwoods Operating Partnership.

If the allocation of Highwoods' distributive sharethe Highwoods Operating Partnership's loss edeéee adjusted tax basis of Highwoods'
partnership interest in the Highwoods Operatingrieaship, the recognition of such excess lossheildeferred until such time and to the
extent that Highwoods has an adjusted tax basis partnership interest. To the extent that thghWioods Operating Partnership's
distributions, or any decrease in Highwoods' sloatbe indebtedness of the Highwoods Operatingneship (such decreases being
considered a cash distribution to the partners@eadighwoods' adjusted tax basis, such excesthdisdns (including such constructive
distributions) constitute taxable income to HighwsoSuch taxable income normally will be charaztatias a capital gain if Highwoods'
interest in the Highwoods Operating Partnershipldeen held for longer than one year, subject taged tax rates described above (See " --
Taxation of U.S. Shareholders -- Capital Gain Ohisitions"). Under current law, capital gains andioary income of corporations generally
are taxed at the same marginal rates.

Sale of the Highwoods Properties. Highwoods' sbémain realized by the Highwoods Operating Paghigron the sale of any property held
by the Highwoods Operating Partnership as invenporyther property held primarily for sale to custrs in the ordinary course of the
Highwoods Operating Partnership's trade or busindkbe treated as income from a prohibited tratisa that is subject to a 100% penalty
tax. See " -- Requirements for Qualification --drmee Tests." Such prohibited transaction income mlap have an adverse effect upon
Highwoods' ability to satisfy the income testsdorlification as a REIT. Under existing law, wheatpeoperty is held as inventory or
primarily for sale to customers in the ordinary is®uof the Highwoods Operating Partnership's taadmusiness is a question of fact that
depends on all the facts and circumstances wifhetgo the particular transaction. The Highwoogerating Partnership intends to hold the
Highwoods Properties for investment with a viewaing-term appreciation, to engage in the businéssquiring, developing, owning, and
operating the Highwoods Properties (and other ptg® and to make such occasional sales of thbwtigds Properties, including periphe
land, as are consistent with the Highwoods Opeagd®artnership's investment objectives.

Other Tax Considerations

A portion of the amounts to be used to fund distitns to shareholders is expected to come froniHigbwoods Operating Partnership
through distributions on stock of Highwoods Sersibteld by the Highwoods Operating Partnership.
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Highwoods Services will not qualify as a REIT anill pay Federal, state, and local income taxest®taixable income at normal corporate
rates. Any Federal, state, or local income taxastkiighwoods Services is required to pay will regltlee cash available for distribution by
Highwoods to its shareholders.

As described above, the value of the securitidsigfiwoods Services held by Highwoods cannot ex&éadf the value of Highwoods' ass
at a time when a Common Unit holder in the Highwso@gperating Partnership exercises his or her redlempght (or Highwoods otherwise
is considered to acquire additional securities ightoods Services). See " -- Federal Income TaraifdHighwoods." This limitation may
restrict the ability of Highwoods Services to immse the size of its business unless the valueeadgbkets of Highwoods is increasing at a
commensurate rate.

State and Local Tax

Highwoods and its shareholders may be subjectte aind local tax in various states and localitieduding those in which it or they transact
business, own property, or reside. The tax treatmieHighwoods and the shareholders in such juctsghis may differ from the Federal
income tax treatment described above. Consequgmtgpective shareholders should consult their mxradvisors regarding the effect of
state and local tax laws on an investment in tighitbods Common.

Proposed Legislation

Under current law, Highwoods cannot own more th@¥ bf the outstanding voting securities (other ttharse securities includible in the
75% asset test) of any one issuer and qualifyaicaition as a REIT. See " -- Requirements for Qigalion -- Asset Tests." For example, the
Highwoods Operating Partnership owns 100% of thevating stock and 1% of the voting stock of Highwledervices, and by virtue of its
ownership of Common Units, Highwoods is considdgredwn its pro rata share of such stock. Neithghiioods nor the Highwoods
Operating Partnership, however, own more than 1%efoting securities of Highwoods Services ared1f9% test is satisfied.

Highwoods conducts its third-party fee-based ses/it.e., leasing, property management, real edtatelopment, construction and other
miscellaneous services) through Highwoods Servitlkes.Budget Bill includes a proposal to restrieigé types of activities conducted by
REITs under current law by expanding the owner§hifiation from 10% of the voting securities of esuer to 10% of the vote or value of
all classes of the issuer's stock. Highwoods, tbezecould not own stock (either directly or iratitly through the Highwoods Operating
Partnership) possessing more than 10% of the votaloe of all classes of any issuer's stock.

The Budget Bill proposal would be effective onlythviespect to stock directly or indirectly acquitedHighwoods on or after the date of fi
committee action. In the event that the first cottemi action occurs on or before the date of thegeleHighwoods could not acquire 10% of
the vote or value of any corporation in connectigth the Merger unless such issuer became a whallyed subsidiary of Highwoods or is
qualified as a REIT. In addition, to the extentttHaghwoods' stock ownership is grandfathered Iouei of this effective date (e.g., the stock
ownership in Highwoods Services), that grandfatthestatus will terminate if the subsidiary corpavatengages in a trade or business thal
not engaged in on the date of first committee aatioacquires substantial new assets on or afidite. Such restriction would adversely
affect the ability to expand the business of Highd® Services.
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DESCRIPTION OF HIGHWOODS
General

Highwoods is a self-administered and selinaged REIT that began operations through a pesdecin 1978. At March 31, 1998, Highwo
owned a portfolio of 382 office and 148 industfiakluding 80 service center) properties encompasapproximately 33.9 million rentable
square feet and 895 acres (and had agreed to gerahaadditional 395 acres) of undeveloped lartdlsgeifor future development. In
addition, as of March 31, 1998, an additional 3@erties, which will encompass approximately 3.8iom rentable square feet, were under
development. The Highwoods Properties are locatdd®imarkets in North Carolina, Florida, Tennes&smrgia, Virginia, South Carolina,
Maryland and Alabama. As of March 31, 1998, thehidigods Properties were 93% leased to approxim8téj0 tenants.

Highwoods conducts substantially all of its actestthrough, and substantially all of its interaéstthe Highwoods Properties are held directly
or indirectly by, the Highwoods Operating Partngshlighwoods is the sole general partner of thghiioods Operating Partnership and as
of March 31, 1998, owned approximately 83% of tlwn@on Units in the Highwoods Operating Partnershige remaining Common Units
are owned by limited partners (including certaifiogfrs and directors of Highwoods). Each Commont dray be redeemed by the holder
thereof for the cash value of one share of Highved@dmmon or, at Highwoods' option, one share (stibjecertain adjustments) of
Highwoods Common. With each such exchange, the rumftiCommon Units owned by Highwoods and, thersfblighwoods' percentage
interest in the Highwoods Operating Partnershifl,inérease.

In addition to owning the Highwoods Properties, iighwoods Development Projects and the Highwooegdibpment Land, Highwoods
provides leasing, property management, real edatelopment, construction and miscellaneous tesemices for the Highwoods Properties
as well as for third parties. Highwoods conductghird-party fee-based services through Highwd@elwices, Inc., a subsidiary of the
Highwoods Operating Partnership ("Highwoods Sews/izeand Highwoods/Tennessee Properties, Inc.,@lwbwned subsidiary of
Highwoods.

Highwoods is a Maryland corporation that was incogped in 1994. The Highwoods Operating PartnenshgpNorth Carolina limited
partnership formed in 1994. Highwoods' and the Wighds Operating Partnership's executive officedcarated at 3100 Smoketree Court,
Suite 600, Raleigh, North Carolina 27604, and tted@phone number is (919) 872-4924. Highwoods taais offices in each of its primary
markets.

Operating Strategy
Upon completion of the Merger, Highwoods believest it will continue to benefit from the followirfgctors:

Diversification. Since its initial public offeringhe "IPO") in 1994, Highwoods has significantlyueed its dependence on any particular
market, property type or tenant. At the time of fR®, Highwoods' portfolio consisted almost exalesy of office properties in the Research
Triangle. As of March 31, 1998, Highwoods' in-seevportfolio had expanded from 41 North Carolinaparties (40 of which were in the
Research Triangle) to 530 properties in 19 marketsentrated in the Southeast. Based on March fe39fts, approximately 30.5% of the
rental revenue from the Highwoods Properties isvddrfrom properties in North Carolina (16.8% i tResearch Triangle).

In October 1997, Highwoods significantly expandsdHlorida operations through its business comlanawith Associated Capital Properti
Inc. ("ACP"). In February 1997, Highwoods madegn#icant investment in the suburban Atlanta maxkih the acquisition of the Century
Center Office Park and a business combination #ittierson Properties, Inc. Highwoods first entetrexlAtlanta market, as well as four
markets in Florida and six other markets, througtSeptember 1996 merger with Crocker Realty Ttost,("Crocker"). Prior to its merger
with Crocker, Highwoods expanded into Winston-Sa@raensboro, North Carolina (the "Piedmont Triaatiyl Charlotte, North Carolina
through a merger with Forsyth Properties, Inc. (8yth") and also completed significant businesshiaations in Richmond, Virginia and
Nashville, Tennessee. Highwoods has focused onetsatkat, like the Research Triangle, have stramadjraphic and econorr
characteristics.

Highwoods' strategy has been to assemble a portiblproperties that enables Highwoods to offefdings with a variety of cost, tenant
finish and amenity choices that satisfy the facitieeds of a wide range of tenants seeking comaiesgace. This strategy led, in part, to
Highwoods' combination with Forsyth in February 39&hich added industrial and service center pitigse(as well as additional office
properties) to its suburban office portfolio. BasedMarch 1998 results, approximately 91% of Higbds rental revenue is derived from
office properties and 9% is derived from industpedperties.
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Highwoods has also reduced its dependence on atigytar tenant or tenants in any particular indysits tenants represent a diverse cross-
section of the economy. As of March 31, 1998, théa2gest tenants of the Highwoods Properties sgmted approximately 20.7% of the
combined rental revenue from the Highwoods Progerind the largest single tenant accounted faoappately 3.5% of such revenue.

Acquisition and Development Opportunities. Highwsageks to acquire suburban office and industragerties at prices below replacem
cost that offer attractive returns, including asifions of under-performing, high quality propestia situations offering opportunities for
Highwoods to improve such properties' operatindgerance. Highwoods will also continue to engagthmselective development of office
and industrial projects, primarily in suburban Imesis parks, and intends to focus on build-to-soiepts and projects where Highwoods has
identified sufficient demand. In build-to-suit démement, the building is significantly pre-leasedne or more tenants prior to construction.
Build-to-suit projects often foster strong longrterelationships between Highwoods and the tenagating future development opportunities
as the facility needs of the tenant increase.

Highwoods believes that it has several advantagesmany of its competitors in pursuing developmaamd acquisition opportunities.
Highwoods has the flexibility to fund acquisitioasd development projects from numerous sourcekidimg the private and public debt
markets, proceeds from its private and public gopfiterings, its $430 million aggregate amount@falving loans, other bank and
institutional borrowings and the issuance of Comidoits. Frequently, Highwoods acquires propertigsigh the exchange of Common
Units in the Highwoods Operating Partnership fer phoperty owner's equity in the acquired propsrifes discussed above, each Common
Unit received by these property owners is redeeentblcash from Highwoods or, at Highwoods' optigimres of Highwoods Common. In
connection with these transactions, Highwoods nisy assume outstanding indebtedness associatedheiticquired properties. Highwoods
believes that this acquisition method may enaliie &cquire properties at attractive prices frompgrty owners wishing to enter into tax-
deferred transactions. As of March 31, 1998, Comidits had constituted all or part of the consitierafor 239 properties comprising 16.9
million rentable square feet and only 1,200 of sGammon Units have been redeemed for cash, tot&86¢000.

Another advantage is Highwoods' commercially zomed unencumbered Highwoods Development Land irtiegibusiness parks. As of
March 31, 1998, Highwoods owned 895 acres (andagagled to purchase an additional 395 acres) ofwtighds Development Land,
approximately 1,100 acres of which have utilityréstructure already in place.

Highwoods' development and acquisition activitis® denefit from its local market presence and Kedge. Highwoods' property-level
officers have on average over 18 years of reateesteperience in their respective markets. Becatidgs experience, Highwoods is in a
better position to evaluasequisition and development opportunities. In addjtHighwoods' relationships with its tenants #mase tenants
properties for which it conducts third-party feesed services may lead to development projects wiese tenants or their affiliates seek new
space. Also, its relationships with other propesyners for whom it provides third-party managensvices generate acquisition
opportunities.

Managed Growth Strategy. Highwoods' strategy has b focus its real estate activities in marketeng it believes its extensive local
knowledge gives it a competitive advantage oveeiotbal estate developers and operators. As Higtisvhas expanded into new markets, it
has continued to maintain this localized approachdmbining with local real estate operators withny years of development and
management experience in their respective markéte, in making its acquisitions, Highwoods hasgtito employ those property-level
managers who are experienced with the real espat@ations and the local market relating to the aeduproperties, so that approximately
three-quarters of the rentable square footageeoHighwoods Properties has been developed by Higtisior is managed on a day-to-day
basis by personnel that previously managed, leasétbr developed these Highwoods Properties moithair acquisition by Highwoods.

Efficient, Customer Service-Oriented Organizatidighwoods provides a complete line of real estatgises to its tenants and third parties.
Highwoods believes that its imeuse development, acquisition, construction mamage, leasing and management services allow ggpanc
to the many demands of its existing and potergiadnt base, and enable it to provide its tenamsaftective services such as build-to-suit
construction and space modification, including tenmprovements and expansions. In addition, tleadith of Highwoods' capabilities and
resources provides it with market information nengrally available. Highwoods believes that therafyeg efficiencies achieved through its
fully integrated organization also provide a conitpet advantage in setting its lease rates andngiother services.

Flexible and Conservative Capital Structure. Highd®is committed to maintaining a flexible and @wmative capital structure that: (i)
allows growth through development and acquisitippartunities; (ii) provides access to the privatd public equity and debt markets on
favorable terms; and (iii) promotes future earniggswth.
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Highwoods and the Highwoods Operating Partnershiyglilemonstrated a strong and consistent abiligtess the private and public equity
and debt markets. Since the IPO, Highwoods has ltetpl1 public offerings and two private placersenftits Highwoods Common, one
public offering of 8 5/8% Series A Cumulative Rexhedle Preferred Shares, one public offering of &S B Cumulative Redeemable
Preferred Shares, and one public offering of 4@0® Depositary Shares (each representing 1/10 8¢@aseries D Cumulative Redeemable
Preferred Share), raising total net proceeds ofceqapately $1.5 billion, which were contributedttee Highwoods Operating Partnership in
exchange for additional partnership interests gsired under the Highwoods Operating Partnershig@gent. On December 2, 1996, the
Highwoods Operating Partnership issued $100 milibf 3/4% notes due December 1, 2003 and $11@mitif 7% notes due December 1,
2006. On February 2, 1998, the Highwoods Opera®agnership issued $125 million of 6.835% MandatPay Put Remarketed
SecuritiesSM ("MOPPRSSM") due February 1, 2013%i@D million of 7 1/8% notes due February 1, 2GD8.April 20, 1998, the
Highwoods Operating Partnership issued $200 milib#A 1/2% Notes due April 15, 2018.

On June 24, 1997, a trust formed by the Highwoopler@ting Partnership sold $100 million of ExercleaPut Option Securities ("X-
POSSM"), which represent fractional undivided bémafinterests in the trust. The assets of thetteonsist of, among other things, $100
million of Exercisable Put Option Notes due June2lBlL1, issued by the Highwoods Operating Partigigie "Put Option Notes"). The X-
POSSM bear an interest rate of 7.19% and matudeioa 15, 2004, representing an effective borrowosy of 7.09%, net of a related put
option and certain interest rate protection agregrmests. Under certain circumstances, the Puto@iiotes could also become subject to
early maturity on June 15, 2004.

In addition, Highwoods has two unsecured revollings of credit aggregating $430 million with a dicate of lenders (the "Revolving
Loans"). Interest accrued on borrowings under &$2Blion Revolving Loan at an average rate of LIB@lus 100 basis points and under a
$150 million Revolving Loan at an average rate QR plus 90 basis points. As of May 13, 1998, rie¢t on the outstanding balance on the
Revolving Loans was payable monthly at a weightextage interest rate of 6.65%.

DESCRIPTION OF JCN

General

JCN is a real estate operating company engagédgt iadquisition, development, ownership, and manageof a diversified portfolio of real
estate properties, principally located in the KanSay, Missouri metropolitan area. JCN's real testievelopment activities were initiated in
1902. JCN was incorporated in Missouri in 1908 ésmg@rincipal office has been at 310 Ward Parkwéansas City, Missouri since July 19

JCN is best known for its development, ownershiyl management of the Plaza, a prestigious shopeirgrtainment and office district in
Kansas City. The Plaza is surrounded principallpgimgle family residences, condominiums and upsapéatments, many of which are
owned by JCN. The Plaza is generally regardedeslttest major suburban shopping center in theedriitates.

At December 31, 1997, JCN and its consolidatedidigries owned 16 retail centers consisting of agpnately 2,500,000 square feet of
retail space (including basement space) occupiegbpyoximately 400 tenants, 14 apartment commun{ireluding a majority interest in a
partnership owning a Des Moines, lowa area apattemnplex) representing approximately 2,300 uidfspffice properties (including
majority interests in partnerships owning seven Mefes, lowa area office buildings) consistingapproximately 1,462,000 square feet of
space occupied by over 500 tenants, two industridlwarehouse properties consisting of approxima&®7¥,000 square feet of space
occupied by 48 tenants, three residential developsnntaining 169 lots available for sale, andrdv@00 acres available for residential and
commercial development, as well as complete oigdanivnership in several other minor propertieNJ0so owns six unsold units in its
Alameda Towers condominium project.

JCN also owns an equity interest in eleven actiéies whose holdings are not consolidated withfthancial statements of JCN. The lar¢

of these holdings are JCN's approximately 50% éstein six partnerships which own properties indDies Moines, lowa area. At December
31, 1997, these partnerships owned fifteen buiklizgnsisting of 936,000 square feet of offices, @00 square feet of industrial space, 26
acres currently under development or ground lemse approximately 80 acres to be developed. TrecBgs are located in four separate
developments in the Des Moines, lowa area. Of tha®Bes, 34 acres are planned for additional imdlistuildings in two industrial parks, 8
acres are planned for office development upon xleecise of an option by the sole tenant of the @ljaoffice building, and 38 acres are
planned for development as an office complex wathted retail development. Approximately 52,400asqueet of speculative office space in
the Des Moines, lowa area was started and compiet®@97 and the entire building was leased tmglsitenant. In addition, in 1997,
approximately 60,000 square feet of speculative@®pace in the Des Moines, lowa area was startddubstantially completed and is
expected to be fully leased up during 1998. Alspricess in the Des Moines,
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lowa area is the construction of a 160,000 squastihdustrial building and a 35,000 square fotditeenter. Additional speculative
industrial space will be constructed in 1998 whe 160,000 square foot building is substantialyséel. There are also plans to construct
approximately 47,000 square feet of speculativie®fpace during 1998 in the Des Moines, lowa anebwhen it is significantly leased,
additional speculative office space will be consted. In addition to the Des Moines, lowa area prigs, one of JCN's eleven unconsolid
affiliates is a 40% interest in J.C. Nichols Residfe, a residential sales and brokerage busind&arnisas City. J.C. Nichols Real Estate also
has an interest in an entity which owns a mortgaggnation company.

Business Strategy

Management strives to increase the equity valukCdf's income producing portfolio by increasing ie¢ operating income from existing
properties, increasing the number of propertidgtsiportfolio, and by reducing the amount of detgaxiated with its existing properties. The
number of properties in JCN's portfolio is expedtedhcrease by both the acquisition and developrokrevenue-producing properties, as
well as by the acquisition of land for developmand resale principally in the Midwest, and predaatety in the Kansas City metropolitan
area.

Management believes JCN's strategy of enhancirexisting portfolio of properties and focusing iaily on acquisitions and development:
Kansas City and surrounding markets allows JCNe&t bapitalize on its reputation for quality areldmployees' in-depth knowledge and
experience in those markets. Management also leslighat by developing, owning, and managing a de/portfolio of properties in a
relatively small geographic area, it can bettertic@rihe overall character of JCN's developmentstans create greater value.

Recent Developments

In August of 1997, JCN announced the outsourcintgsdfansas City area apartment management fund@@viously, JCN's employees had
provided leasing and management services for albEs City area apartment properties owned by JBBs& functions are now performec
RAM Partners, Inc., an affiliate of Post Properties. JCN believes that this strategic decisiolh n@sult in improved operating efficiency
and profitability.

In November of 1997, JCN announced an agreemehtkgssinger/Hunter and Company, Inc. ("Kessingenteltf), a long-standing Kansas
City real estate brokerage, management and develaipiinm, to form a limited liability company ("LLQ in which JCN would initially own

a 30% interest. The LLC will provide services teyious Kessinger/Hunter clients, as well as manage¢mnd leasing for JCN's Kansas City
area portfolio of office, industrial, and retailnters, exclusive of the Plaza. The acquisition ey JCN an immediate platform from which
to grow its management, leasing, and brokeragecssrto third party property owners and investors.

JCN's comprehensive Plaza redevelopment plan emgito progress. The projects covered by thiswlime supplemented by tax increm
financing ("TIF"). JCN has begun construction orléraia Place, a project containing approximatel§,Q@0 square feet of Class A office
space and 80,000 square feet of retail space. #sNieleased approximately 100,000 square febedifffice space. JCN has also begun
construction to re-position the Seville Squareding on the Plaza. The new Seville Square will hehared by a 70,000 square foot theater
complex with 15 screens. Plans for JCN's upscaleust Plaza area apartment community continuedgness and construction is expected
to begin in 1998.

Competition

Substantially all of JCN's properties are locatethe Kansas City metropolitan area, except thetkih its lowa investment partnerships.
The Kansas City market area is a highly competitine for real estate and real estate servicessJ@tdil properties face increasing
competition from newer upscale shopping centesx;adint shopping centers, outlet malls, catalogiiespunt shopping clubs, and
telemarketing. All of JCN's retail properties oegrito some degree with the trade area of othempshggenters. Renovations and expansions
at existing competing centers as well as the deveémt of new centers in JCN's market area couldthagy affect revenues of JCN.

JCN's office building properties compete for tesgurincipally with office buildings in the same geal geographic location. In many areas
where JCN's office buildings are located, therechaaen new office buildings built and planned @ffiiilding construction which have and
will continue to increase the supply of rentablficef space, potentially placing downward pressurenarket rental rates.

JCN's apartment properties compete with numercer @ipartment properties within the same market. dreose other apartment properties
could have a material effect on the rental ratesgdd by JCN, as well as JCN's ability to renajiartment properties.
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JCN competes directly with developers and otheebsiin the acquisition of development sites foaitebffice, and apartment development
and for financing sources.

With respect to all of its real estate operatidi@\N competes for tenants and property acquisitidtisothers who may have greater resources
than JCN and whose management may have more expeiireoperating and acquiring properties than d@Ninagement.

Regulation and Legislation

Federal, state, and local statutes and regulatedasng to environmental protection have not hawagerial impact on the businesses of JCN.
However, existing properties and future developnoémther opportunities by JCN may require addgiorapital and other expenditures in
order to comply with such statutes and regulatitiris.impossible at this time to predict with acgrtainty the magnitude of any such
expenditures or the long range effect, if any, GN'$ operations. JCN is currently not aware of mu@erial violation of any applicable
environmental statute or regulation with respedrty of its properties owned, managed, or heldiémelopment.

The federal government and the states in which d@#ates have adopted handicapped facilities amdygmaws and regulations impacting
the use and development of real estate. Thesedawsegulations may operate to reduce the numtimctiveness, and investment potential
of properties and developments available to JCM H&s reviewed the properties it owns or in whidiais an interest to determine the extent
and amount of capital expenditures necessary t@lyowith the aforementioned laws and regulatiortseeSe expenditures, which will be
incurred by JCN over the course of the next sewarats as modifications to such properties are rsakien, are not expected to be material in
any single year.

General Conditions

General economic conditions and trends, includmerest rates, inflation, availability of crediéat estate trends, construction costs, income
tax laws, governmental regulations and legislatiooreases or decreases in operating expensesgzemis, population trends, and the ability
of JCN to attract tenants and purchasers for dgpguties, among other factors, will affect JCN'scass.

Generally, JCN's business and that of the industngt seasonal in nature.
Reliance on Customers or Tenants

None of JCN's business segments depends upon eustdener or tenant or a few customers or tenétredpss of which would material
adversely affect the business or financial conditb JCN. No single customer or tenant account&%6ror more of the consolidated revenues
of JCN.

Employees

JCN and consolidated subsidiaries directly emplaye@i full or part-time employees as of Decemberl®D7 as compared to 300 at
December 31, 1996. The decrease is primarily dtreautsourcing the management and leasing fonstfor JCN's Kansas City area
apartment properties and the agreement with Kessirdgnter in which the newly created LLC will panio the management and leasing
functions for JCN's Kansas City area portfolio fifoe, industrial, and retail centers, exclusivettod Plaza.

Properties

JCN's income producing properties include retaitees, apartments, office buildings, industrialgedies, and mixed-use projects. JCN is
also engaged in the development and sale of langtéidential and commercial use. The number gbg@mies in JCN's portfolio is expectec
increase by both the acquisition and developmergwdgnue-producing properties as well as by theiaitapn of land for development and
resale principally in the Midwest, and predomingainlthe Kansas City Metropolitan Area. ManagenaniCN has sought to reduce the
amount of debt associated with existing propertiesyever, no policy exists setting a limit on thenber or amount of mortgages that may
placed on any one property. JCN seeks to acqusetsaprimarily for their revenue-producing cap&péind has no specific policy as to the
amount or percentage of assets invested in anyfispeoperty. The objective of JCN managemenbigarn a normalized annual cash flow
rate of return of at least 8.5% on new acquisitiohisicome-producing properties and higher ratestfrn on properties that JCN develops.
JCN has in the past entered, and may in the fgiot@r, into partnerships or invest in other erttitirevolved in real estate activities. JCN has
entered into partnerships related to its Des Mgitmga investments, and has invested in Kessingetét and J.C. Nichols Real Estate. Any
such future investment will be based on its abilityrovide an appropriate rate of return to JGDN does not seek to invest in securities of
other companies.
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Ownershi
Name/location interes

RETAIL
Kansas City, Missouri
Country Club Plaza
(Retail only, includes
basement space)
Millcreek Block
Triangle Block
Balcony Block ...
Macy Building ....
Esplanade Block
Plaza Central ....
Theatre Block .
Swanson Block .
Halls Building .
Nichols Block .
Time Block .....
48th & Penn ......
Seville Shops West .
Plaza Savings South ..................
Court of the Penguins .
Seville Square .........
Colonial Shops
Crestwood Shops ........cccccevrenenne
Brookside Shops (Retail Only)
Romanelli Shops ..........cccoeveevins

Red Bridge Shops (Retail Only) ......... Fee
Romanelli Annex (Retail Only) Fee
Shawnee Mission, Kansas

Westwood Shops ........cccceevervenns Fee
Fairway Shops ........ccccoevvieinene Fee

Prairie Village Shops (Retail Only) Fee
Corinth Square Shops
Kenilworth Shops
Corinth Shops South ...
Trailwood Shops ....
Trailwood 1l Shops
96th & Nall Shops ..

Shannon Valley Shops .... .. Fee
Oak Park Mall Land Lease .. ... Fee
Georgetown Market Place ................ Fee
INDUSTRIAL

Kansas City, Missouri

Bannister Business Center .............. Fee

Shawnee Mission, Kansas

Quivira Business Park
Building A ...
Building B
Building C ...
Building D ...
Building E
Building F
Building G

p Company's

Year Year
t ownership developed acquired (acres)

Land area

100%
100
100

1920

1906-1910 0.971
1906-1910 0.435
1906-1910 1.068
1906-1910 0.555
1906-1910 1.838
1906-1910 1.478
1906-1910 1.223
1906-1910 1.373
1906-1910 1.346
1906-1910 1.161
1906-1910 2.859
1906-1910 0.560
1906-1910 2.972
1906-1910 0.853

1975 0.678
1975 0.832
1907 0.517
1923 1.079
1920  10.000
1925 1.500
1959  21.592
1993 1.000
1926 0.626
1940 3.558
1948  21.375
1955  24.987
1972 1.788
1953 6.880
1972 8.855
1972 2.946
1981 1.027
1988  11.378
1959 109.000
1965 12.191
1985 4.365
1973 1.695
1973 2.064
1973 1.589
1973 1.597
1973 2.156
1973 2.346
1973 1.913

Rentable

Percent
leased at

area (sq. ft) 12/31/97

51,114
25,634
38,571

153,015
4,500

5,773
49,582
363,311
231,550
13,136
86,390
57,583
25,279
7,202
98,127

N/A
101,613

78%
100
100

100

100
100
93
100
72
100
99

100
98
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Ownership
Name/location interest
Building H ....oooovviiiie Fee
Southwestern Bell ................ Fee
Building J ........... .. Fee
Building K ....cveevviiiennn. Fee
Building L ....cvvvevviiienins Fee
Urbandale, lowa
Meredith Drive ...........ccocee.... Fee
OFFICE

Kansas City, Missouri
Country Club Plaza (Office only)

Millcreek Block .................. Fee

Balcony Block .... ... Fee

Esplanade Block .................. Fee

Theatre Block ..... ... Fee

Nichols Block .. .. Fee

Time Block ......... . Fee
Parkway Building Fee
Brookside (Office Only) ............ Fee
Romanelli Annex (Office Only) Fee

Two Brush CreekK .......c.ccccvenne
One Ward Parkway ....
Red Bridge Professional
Park Plaza .........ccccceeeueennne

4900 Main (includes vacant

commercial ground) ............... Fee
Board of Trade .........c.ccccee.. Fee
Plaza West (includes vacant
commercial ground) ............... Fee

Junior League Building ............. Fee
Shawnee Mission, Kansas

Prairie Village (Office Only) ...... Fee
Corinth Office Building ............ Fee
Corinth Executive Building ......... Fee
Nichols Building ................... Fee
Prairie Village Office Center ...... Fee
Brymar Building
7315 Building .... .
Fairway West ........c.ccceveeenee.

Fairway North ........ccccccoeeen.

Oak Park Bank Building ............. Fee
Des Moines, lowa

Terrace Place ........ccccceeeeee Fee
West Des Moines, lowa

Crestwood Building .................
Highland Building ....
Waterford Building ...
Edgewater Building .
Veridian Building .....
Sunset Building
Norwest Day Care Center .
Wedgewood Building ........
Coronado Building ..................

Company's
ownership developed acquired

Year

Year

Land area
(acres)

100
100
100
100
100

49.5(1)

100

100
49(1)

12.5(1)
12.5(1)

100
100
100
100
100
100
100
100(3)
100(3)
100

50%(1)

90(1)
90(1)
60(1)
60(1)
60(1)
60(1)
50(1)
50(1)
50(1)

1973
1973
1973
1985
1985

1986

1925
1928
1945
1928
1938
1945

1906-1910 1955

1919
1963
1983

1973
1973
1973
1965
1965

1985

1925
1928
1945
1928
1938
1945

1919
1993
1983

2.485
3.127
2.953
1.179
1.223

13.910

Percent
Rentable leased at
ea (sq. ft) 12/31/97

58,644 0

46,764 100
9,017 100
8,891 100

200,000 100

11,463(2) 74
10,096(2) 97
37,133(2) 92
29,740(2) 100
13,310(2) 100
25,964(2) 95
26,365(2) 96
6,796(2) 100
7,948 100

63,325 84

54,580(2) 97
40,693(2) 95
80,315 99

182,153 100
147,642(2) 99

257,932 94
5,400 100
9,265(2) 51

45,600(2) 100
44,441(2) 98
37,964(2) 100
69,002(2) 90

55,890 100
44,441(2) 100
67,519 84
61,225 93
28,555(2) 97
51,058 63
30,128 89%
72,637 86
53,459 92
102,400 97
78,115 82
10,727 100
6,500 100
50,020 100

25,512 100



Ownership

Name/location interest
Bristol Building ................... Fee
Ashford Building | .. ... Fee
Ashford Building Il . Fee
Augusta Building ... .... Fee
Neptune Building ................... Fee
Norwest Card Services Building ..... Fee
Norwood Building I ................. Fee
Norwood Building Il ................ Fee
Palisade Building Fee
Cambridge Building ................. Fee
Brookview Building ................. Fee
APARTMENTS

Kansas City, Missouri

Coach House South .................. Fee
Coach House ........... ... Fee
Coach Lamp ...... ... Fee
Neptune .......... ... Fee
Regency ... ... Fee
Sulgrave ...... .. Fee

Park Lane ........ccccccovvineeenn. Fee
Plaza North:

Penn Wick .......ccocovveinnins Fee

Cole Gardens .........ccccceeuuee Fee

Tama ............... . Fee

Wornall Road ...........ccc...... Fee

Saint Charles .................... Fee
Shawnee Mission, Kansas
Corinth Gardens .................... Fee
Kenilworth Fee
Corinth Place ..........ccccceene Fee
Mission Valley ...........cccco.... Fee
Corinth Paddock .................... Fee
Johnston, lowa
Winwood Apartments ................. Fee
REAL ESTATE LOTS AND
MISCELLANEOUS
Shawnee Mission, Kansas
Whitehorse (Residential) ........... Fee
Whitehorse (Unplatted) ............. Fee
Whitehorse (Commercial &

Multifamily) .......cccceeeeennne Fee
Green Meadows ..........cccveeee. Fee
Lionsgate (Residential-

under contract) .................. Fee
Lionsgate (Commercial) ............. Fee
Woodsonia (Residential) ... ... Fee
Woodsonia (Unplatted) .............. Fee
Woodsonia (Commercial and

Residential) .........ccvvvveees Fee
Clear CreeK .......cccovveennnnn Fee

Year

Name/location acquired
Bristol Building ................... 1992
Ashford Building | .. 1993
Ashford Building Il ................ 1994
Augusta Building ................... 1994
Neptune Building ................... 1986
Norwest Card Services Building ..... 1993
Norwood Building I ................. 1996
Norwood Building Il ................ 1996
Palisade Building ..... 1996
Cambridge Building .. 1997
Brookview Building ................. 1997
APARTMENTS
Kansas City, Missouri
Coach House South .................. 1986-1987
Coach House 1984
Coach Lamp 1962
Neptune .......ccccceeveeeerennnnn. 1988
Regency ... 1976
Sulgrave ...... . 1976
Park Lane ........cccccceeviieeenn. 1975
Plaza North:

Penn Wick .......ccoccvveeinins 1987

Company's  Year
ownership developed

50(1) 1992
50(1) 1993
50(1) 1994
50(1) 1994
85(1) 1986
50(1) 1993
50(1) 1996
50(1) 1996
50(1) 1983
50(1) 1997
50(1) 1997

100(3) 1986-1987
100(3) 1984

100 1961
100 1988
100 1960
100 1967
100 1924
100 1960's
100 1960
100  1960's
100 1918
100 1922
100 1961
100 1965
100(3) 1987
100 1964
100 1973

65(1) 1986-1987

100% 1994

100 N/A

100 N/A

100  1986-1996

100 N/A

100 N/A

100  1985-1996

100 N/A

100  1985-1996

100 N/A

Percent
Land area Rentable leased at

(acres) area (sqg. ft) 12/31/97

5.210 51,400 100
3.990 41,400 100
4.110 41,400 100
4.930 50,800 70
6.530 61,430 100
35.250 272,490 100
4.420 42,400 90
4.420 42,400 80
18.000 147,215 99
5.320 52,400 0
6.460 60,640 0

35.276 489 Units 98

8.930 160 Units 96
8.500 158 Units 96
N/A 96 Units 98
1.150 131 Units 96
1.410 144 Units 95
0.300 89 Units 100

0.150 6 Units 100



Cole Gardens ..................... 1986

Tama .....ccoeeeeee 1979
Wornall Road ... 1968
Saint Charles ...........c........ 1971
Shawnee Mission, Kansas
Corinth Gardens .................... 1995
Kenilworth ..........cccccoeeneee. 1972
Corinth Place ..........ccccee. 1987
Mission Valley .... 1972
Corinth Paddock 1995
Johnston, lowa
Winwood Apartments ................. 1985
REAL ESTATE LOTS AND
MISCELLANEOUS
Shawnee Mission, Kansas
Whitehorse (Residential) ........... 1983
Whitehorse (Unplatted) ............. 1984
Whitehorse (Commercial &

Multifamily) .......cccceeeeen. 1983
Green Meadows ..........ccceeueee. 1984
Lionsgate (Residential-

under contract) .................. 1989
Lionsgate (Commercial) ............. 1989
Woodsonia (Residential) ... 1981
Woodsonia (Unplatted) .............. 1981
Woodsonia (Commercial and

Residential) .........ccvvvveees 1981
Clear CreeK .......cccovvveennnns 1981

64

0.200
0.140
0.220
0.150

3.722
17.219
7.888
5.300
10.128

31.237

33.000(lots)
76.600

26.600
85.000(lots)

64.000

109.200

51.000(lots)
16.450

67.800
371.000

8 Units
7 Units
17 Units
12 Units

52 Units
246 Units
76 Units
89 Units
126 Units

418 Units

N/A
N/A

N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A

N/A
N/A

N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A



Percent

Ownership Company's Year Year Land area Rentable leased at

Name/location interest ownership developed acquired (acres) area (sq. ft) 12/31/97
Kansas City, Missouri
Alameda Towers (10

condominiums for sale) ......... Fee 100 1988-1996 1988 10 Units N/A N/A
54 Rental Houses ................. Fee 100 N/A  1928-1989 10.800 N/A 43%
Vacant Commercial Land and Land

Leases ....ccoceeevveinnicns 100 1974 1954-1972 49.400 N/A 100

Building Lease .... 100 N/A 1929 2.928 1,200 100
Lee's Summit, Missouri
Lakewood Sales Office (includes

vacant residential land) ....... Fee 100 1975 1993 8.738 1,363 100
Shawnee Mission, Kansas

Vacant Commercial Land and Land

Leases .....ccccccvvcvveeennne Fee 100 1956-1972 1956-1972 237.790 N/A 100
Corinth Place Villas (2 rental

condominiums) ..........c....... Fee 100 1989 1957 0.267 N/A 100
Farm House and Buildings ......... Fee 100 1940 1981-1983 N/A N/A N/A
Olathe, Kansas
Land Leases ........ccccceenen. Fee 100 1960 1995 1.070 N/A 100
Osage City, Kansas
Manufactured Homes Plant ......... Fee 100(4) 1985 1985 29.800 N/A N/A
Stone County, Missouri
Ozark Mountain Village Lots ...... Fee 100 1986-1995 1986 60.000 N/A N/A
Miami County, Kansas
810 Acre Farm (Someday, Inc.) .... Fee 100 N/A 1994  810.000 N/A 100
West Des Moines, lowa
Vacant Commercial Land ........... Fee 50(1) N/A  1984-1985 44.370 N/A N/A
Land Lease .......ccccoeeverunene Fee 50(1) N/A 1984 8.000 N/A N/A
Urbandale, lowa
Vacant Commercial Land ........... Fee 49.5%(1) N/A 1985 12.000 N/A N/A
Land Lease ..........ccevenens Fee 50(1) N/A 1997 9.550 N/A 100
Vacant Commercial Land ........... Fee 50(1) N/A 1997 31.690 N/A N/A
St. Petersburg, Florida
VacantLand ..........c.cc.... Fee 100% N/A 1990 0.100 N/A N/A
Women's Tennis Association ....... Fee 50(1) 1990 1990 0.750 133,697 99

(1) The indicated percentage interest in the ptggeflects the interest of JCN in the entity thains the property.
(2) This square footage represents useable rdtherentable square footage.

(3) JCN shares 50% of the cash flow from thesegntags with an outside company providing creditamtement support related to the
financing of these properties.

(4) JCN owns a 99% profit-sharing interest and @4 0oss-sharing interest in the partnership owtlnig facility.
In the opinion of management, all properties of JiSid above are adequately insured.

JCN's only property that provided 10% or more ¢dlt@997 rental income or 10% or more of the tgtalss book value of land and building
assets of JCN at December 31, 1997 is the Plazsn wie multiple blocks of the Plaza are considévdzk a single property.
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The following table summarizes the principal typésusiness located on the Plaza at December 3%, Bhd the percentage of total square
footage occupied by each principal type of business

Type of business % of total squa re footage
Anchor (Department Stores) ..... 23%
Miscellaneous Retail ........... 13
Office Space .......cccceeee.... 15
Restaurants and Food ........... 14
Apparel .....ccoovieiennns 11
Specialty Items ................ 10
Vacant Space ................... 6
Bookstores .............. 3
Home Accessories ............... 3
Art Galleries .................. 2
Total oo 100%

The following table summarizes the Plaza's occupaates and average rental rates per square fooiv{sg only "minimum" rents or rents
excluding the percentage component and operatipgrese recoveries) for the last five years. Thegeads include both the retail and office

portions of the Plaza.

1996 1995 1994 1993

Occupancy Percentage ............... 95%
Average Rental Rate Per Square Foot
(Exclusive of Basement Space) .... $12.02 $

96% 95% 93% 94%

11.45 $11.29 $10.83 $10.20

The following table sets forth for each of the niext years and all years thereafter (i) the nurobkrases on the Plaza that expire in each
period; (ii) the square feet covered by such erpiteases (excluding basement space); (i) thesgamnual minimum rent revenue
represented by such leases; and (iv) the percenfagtal gross annual minimum rent revenue frorwhsexpiring leases based on December
31, 1997 rents. No single tenant leases more thapdrcent of the total rentable square footageeaPlaza.

% of total
annualized
No. of  Approximate Ann ualized minimum  minimum rent
leases leased area rent under represented
Date expiring in square feet e Xxpiring leases by expiring leases
68 124,188 $ 1,173,739 10%
27 130,791 983,971 8
32 84,799 1,564,752 13
22 68,752 1,214,220 10
17 34,976 736,863 6
10 54,793 1,043,162 9
9 50,439 859,905 7
10 42,920 691,964 6
9 43,050 856,334 7
10 38,877 512,811 5
17 235,433 2,217,364 19
Total .......... 231 909,018 $ 11,855,085 100%
The following table sets forth tax information tbe Plaza.
Federal Rate of 1997
tax basis depreciation Met hod Life (in years) property taxes

Plaza ...... $56,208,876  2%-33%  Straight Line 3-40 $ 1,756,154

JCN is moving forward with three of the projectslirded in the comprehensive Plaza redevelopment(pihich is supplemented by TIF).
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Valencia Place

Valencia Place, located on the Plaza, will incl@a@®,000 square feet of Class A office space, apmprately 80,000 square feet of retail spe
and approximately 1,450 new parking spaces. JCNiesased approximately 100,000 square feet obffice space. JCN anticipates that
the cost to build the project will be approximat&B4 million, excluding any financing costs. Thekiag related aspects of the project will be
supplemented by a TIF bond providing net proceéd@pproximately $21 million. Due to the Merger Agreent, JCN has not secured the
additional financing necessary to fund expenditoreshis project beyond 1998.

Seville Square

The restoration of the 90,000 square foot Sevifjee®e building and 735 space parking garage oRldmea will produce approximately 29,(
additional rentable square feet and an additiof@lfgarking spaces. The building will be anchore@ 0,000 square foot, 15 screen
multiplex theater, a lease for which has been eeelclJCN anticipates that the rehabilitation wilstapproximately $28 million and will be
initially financed by JCN's current cash reserves.

Luxury Apartments

JCN intends to break ground in 1998 on its 350 lumiiry apartment community located south of thezBl JCN anticipates that the cost to
build the project will be approximately $48 millioexcluding any financing costs. Due to the Merygreement, JCN has not secured the
financing necessary to advance the project beyloadite preparation phase.

Legal Proceedings

On April 20, 1995, a shareholder derivative lawseas filed in which JCN, each of the then existimgmbers of the JCN Board of Directors,
and the Bowser Partnership, an entity controlleary believed to be wholly owned by the former thiecutive officer of JCN, were nam
as defendants. Among other things, the plaintiftesgad a breach of fiduciary duties by the therséxg directors of JCN and alleged that
certain then existing officers of JCN had engageidsider transactions from which they benefitetsppally at the expense of JCN.
Specifically, the plaintiffs alleged that the fomnuhief executive officer and former chief finanadficer of JCN: (i) acquired in a series of
transactions certain real property and other assets JCN without paying fair value therefor; @nveyed real property and other assets to
JCN in exchange for assets of far greater valiipcéused JCN to make loans and investments ueckta the business of JCN and intended
for their personal benefit; and (iv) failed to dese to or attempted to conceal certain of thedoirey matters from the other members of the
JCN Board of Directors. The other members of the Board of Directors were named as defendants Isecaitheir alleged failure to
identify and prevent the foregoing actions.

This litigation was followed by a lawsuit entitldétiedina, et al. v. McCarthy, et al. (the "Medinaigi#ition") and initiated on behalf of the
beneficiaries of the ESOT against many of thosert#dnts, including JCN, named in the shareholdévateve lawsuit. The ESOT
beneficiaries alleged that the foregoing transasti@sulted in damages to them because of thdisagrtiinterest in common stock of JCN
held by the ESOT.

After completion of an internal investigation bg@mmittee of outside directors of JCN, JCN theedfi lawsuit against many of the
defendants named in the shareholder derivativedawall of such legal actions were consolidatedhie United States District Court for the
Western District of Missouri (the "Court"), wherertain litigants, including JCN, requested, amotigepthings, that the Court rescind certain
transactions to which individuals who were thenceffs or directors of JCN were a party.

The consolidated litigation ended when JCN andbther parties thereto entered into a Mutual ReleaseSettlement Agreement dated as of
June 30, 1995 ("Settlement Agreement"). The pattieke Settlement Agreement included the sharensitho had initiated the derivative
litigation, JCN, the ESOT beneficiaries that hatiated the litigation on behalf of all ESOT paigiants, all of the individuals who were then
directors of JCN, four former directors of JCN wiiere on the JCN Board of Directors at the timeestain transactions that were, in part,
subject of the litigation, the individuals who wextevarious times prior to the Settlement Agreentleatirustees of the ESOT, certain
individuals and entities related to or under thetoul of the former chief executive officer andrfeer chief financial officer of JCN, and
SunChase Capital, Inc. and Realty Capital Comp@avny outside entities that had entered into a bssiregrangement with JCN prior to the
Settlement Agreement. The provisions of the Settlgmgreement that are material to JCN, and inmihessis, the impact of each such
provision on JCN's recognition of $19.6 millionriat litigation settlement expense in 1995 are Heviis: (i) JCN received, in total, $6.6
million in cash from the insurance companies pringdlirector and officer liability insurance andi@uciary policy ($6.6 million income); (i
JCN agreed to indemnify the then existing directord former
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directors for their litigation expenses and JCNeagrto pay all attorneys' fees, costs and expensased on behalf of the shareholders
initiating the shareholder derivative litigationdaon behalf of the ESOT beneficiaries ($8.1 millexpense); (iii) the Bowser Partnership
conveyed to JCN 125,242 shares (pre-split) of stdckCN acquired by that partnership from the ES&@ the indebtedness owed by the
Bowser Partnership to JCN was deemed satisfieéffaot); (iv) all rights of the Bowser Partnershipd other entities pursuant to an option
agreement entered into with the ESOT were forfeg(itedeffect);

(v) the former chief executive officer of JCN coged to JCN 5,719 shares (pre-split) of stock of J&MN3 million income); (vi) the former
chief executive officer of JCN conveyed to JCN @ 5bares of stock of JCN that were pledged asteddiefor an obligation owed to another
defendant in the litigation ($4.9 million incoma)d JCN agreed to pay approximately $6.1 millioadquire such shares ($6.1 million
expense); (vii) JCN agreed to pay $3.6 millionhe former chief executive officer of JCN ($3.6 ioifl expense), indebtedness owed by such
individual or other individuals to JCN or its sulisiries, in the approximate amount of $8.1 milliaas canceled ($5.6 million expense, ne
reserves at December 31, 1994 of $2.5 million),$hd million of obligations of JCN to such indivials was cancelled ($1.1 million
income); (viii) JCN received title to six propedifom an entity controlled by the former chief extive officer of JCN and indebtedness
owed to JCN relating to such properties was caaddho effect); (ix) JCN received a new secure@ mothe approximate amount of $1.2
million from an entity affiliated with the formeiheef financial officer of JCN in replacement of acats receivable of the same amount (no
effect); (x) the former chief financial officer CN agreed to provide to JCN the benefits of sawhership of certain stock of an entity
affiliated with JCN (no effect); (xi) JCN agreedttansfer 8,500 shares (psptit) of stock received from the Bowser Partngrsdnd to pay $
million to the ESOT or the beneficiaries of the BS@13.1 million expense); (xii) JCN agreed to appan independent institutional trustee
for the ESOT. The transfers made by the BowsenBeship pursuant to the Settlement Agreement weeenéd appropriate by the parties
thereto because of the benefits derived throughetfiity by the former chief executive officer @N.

A summary of the foregoing litigation settlemenperses is set forth in note 11 to the consolidfitechcial statements of JCN.

Except for those involving the ESOT, nearly alhgactions, conveyances, payments, and debt exsimgeint required by the Settlement
Agreement were completed by November 30, 1995.aksqf the Settlement Agreement, JCN was giverofiten to submit to the IRS a
request for a private letter ruling on matterstezlao the ESOT pursuant to the Settlement Agreeén@nAugust 1, 1997 JCN entered into a
closing agreement with the Internal Revenue SerWitaddition to the payment of 680,000 shares%h@ million plus interest, JCN agreed
to pay approximately $326,000 to the ESOT as amsauiient to a 1992 dividend allocation. All amounil$ be allocated pursuant to the
Settlement Agreement and subject to the decisidharnterpleader action (discussed below). JCHN aigeed to make a nondeductible
payment of $585,000 to the IRS. The IRS agreed ngnather things, not to assert that the eventsikat the subject of the Settlement
Agreement disqualified JCN's Employee Stock OwriprBtan ("ESOP") or gave rise to liability for pibfted transaction excise taxes. The
IRS also agreed that JCN may deduct in full theealf the settlement payment to the ESOT and tiet payment and the method of
allocating it will not adversely affect the tax djfiaation of the ESOP. Additionally, JCN agreeddeposit a portion of the settlement payn
(59,413 shares and $58,064, plus accrued intemitstthe Court and requested that the Court detegrttie proper payee or payees. On
August 15, 1997, JCN paid to the ESOT and to therCototal of 679,999 shares of JCN's Common &82%,000, plus certain accrued
interest (one share was converted to cash).

On August 29, 1997, JCN filed a Complaint for Iptender and Declaratory Relief with the Court. Titerpleader portion of the complaint
seeks the adjudication of competing interestséni®,413 shares of JCN's common stock and $58p0éelinterest, discussed above. JCN
asked the Court to resolve the disagreement amarigus parties as to whether, pursuant to thee®ettht Agreement, the stock and cash
should be paid directly to the ESOT or to ninewidlial defendants named in the interpleader action.

In the same action, JCN also sought a ruling ofGbert regarding whether the Settlement Agreemeiires the vesting provisions of the
ESOP plan documents to be amended to providehibd¥ledina Litigation plaintiff class members be #)0ested in the stock and cash
allocated in their ESOP accounts pursuant to tlideSeent Agreement. JCN named as defendants inpthieeding certain ESOP participe
who had raised an issue as to vesting of the &edtie Agreement proceeds. JCN is seeking certifinaif a defendant subclass consisting of
those members of the Medina Litigation plaintifis$ who are not 100% vested in their participaiteounts in the ESOP.

In response to such interpleader and declaratdif eetion, various defendants in the initial iggieader and declaratory relief action and the
original Medina Litigation filed motions to enfortlee Settlement Agreement. On October 3, 1997¢apgof former JCN employees who
were not 100% vested in the ESOP at the time #meployment with JCN was terminated filed a motiominforce the Settlement Agreement.
In such motion, the employees requested that thet@old
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that all class members are fully vested in thdesatint proceeds allocated to their participatioroaats in the ESOP. The Court sustained
motion on March 24, 1998. JCN's former chief eximeubfficer and his daughter also filed a motioretdorce the Settlement Agreement and
requested that a certain portion of the sharesash deposited by JCN with the Court be allocaigtiém in the ESOT or alternatively, be
paid to them directly. On April 1, 1998, the Couwted that the 59,413 shares and the $58,064 guicisied interest, deposited by JCN with
the Court pursuant to the Settlement Agreementli qutside the ESOT directly to the nine individdefendants named in the interpleader
action.

Four other ESOP participants have filed a sepfatéon to Interpret and Enforce the Settlement A&gnent and for Preliminary Injunction
(the "Participant Motion"). The relief sought byetRarticipant Motion included:

(i) a request that the Court order JCN to causatenm appraisal in order to allocate and to distie stock to eligible ESOP participants in a
manner not provided by the ESOP's plan and trustents at the time of such motion;

(if) an order enjoining JCN from applying the preieins of its shareholders' rights plan to a salthbyeSOT Trustee of its shares of JCN
Common to one party; (iii) an order requiring tf4A.3 shares and the $58,064, plus accrued intelegsbsited by JCN with the Court to be
paid into the ESOT and allocated only to certai®BSeneficiaries; (iv) an order enjoining the ofieraof the terms of the ESOP plan
documents which provide that upon listing by JCNaarestablished securities exchange that JCN wilbnger have the obligation to pay
cash to ESOP participants in exchange for JCN&kgtwat they may receive from an ESOT distributiérhearing date on the Participant
Motion has not been set.

JCN filed as a plaintiff on December 22, 1995, titipa against its former attorney, Charles Schieig and the law firm of Schleicher Latz,
P.C. alleging certain breaches of fiduciary duéird obligations as an attorney and the attornay3Gtl, and alleging certain failures in
performance of duties as attorney and attorney§@d. The suit against Mr. Schleicher and his lawma fvas filed in the Circuit Court of
Jackson County, Missouri. The Settlement Agreerdentribed above limits the potential recovery pedilie by JCN to $2.0 million. The
actual amount recovered by JCN, by settlementtmratise, may be substantially less than such amdtiig litigation has not progressed, as
the parties have been attempting to settle theematt

JCN was named as a defendant in a complaint fijeldldiula Associates ("Petula™) in December 19a@énUnited States District Court for
the Western District of Missouri (the "Petula Latgon"). The dispute involves an agreement entaredin 1986 between Petula and JCN for
the development of Coach House South Apartmengdddn Kansas City, Missouri. Petula is seekinigbeirsement of approximately $3.9
million, plus interest, for its share of the constron cost overruns which it paid in 1989. Pehaa alleged several alternative theories sei
to recover the payment including theories basdthind and contract. JCN believes it has strongistat limitations' defenses in addition to
other meritorious defenses to the allegations nbgdeetula. JCN has been granted summary judgmethteorontract and breach of fiduciary
duty counts and currently has pending before thet@motion for summary judgment on the remairdagnts. Trial of the matter is curren
scheduled in November 1998.

A lawsuit was filed on January 8, 1998 by Dennisghtragainst JCN, the JCN Board of Directors, afighiWoods (the "Wright Litigation™).
The lawsuit is pending in the Circuit Court of Jsak County, Missouri. The plaintiff, a JCN Shareleo| is bringing this lawsuit on behalf of
other JCN Shareholders. The relief sought by thapif includes certification of a class, an infition preventing the Merger, and unspeci
damages.

JCN has a $3.0 million proof of claim in the Na@bGypsum bankruptcy proceeding pending in UnitedeS Bankruptcy Court, Northern
District of Texas. Pursuant to such claim, JCNfieggived payments of $389,000 and $378,000 in 39871996, respectively. JCN's proo
claim in the National Gypsum bankruptcy is basedoonliability arising from claims relating to thguality of certain materials used in the
construction of properties owned by JCN. Total payta received by JCN under the National Gypsum plarorganization will not equal
the full amount of the proof of claim originallydd by JCN. However, counsel for JCN has advisedagement that such plan does provide
for an additional payment of approximately $389,000JCN's claim in 1998. Such payment, if any, idirecorded as income when it is
received.

JCN and its subsidiaries are parties to certaiardégal proceedings incident to their businesshénopinion of management, none of these
other matters, either individually or in the aggrtyg is material to JCN's financial condition asukés of operations.

Submission of Matters to a Vote of Security Holders
No matter was submitted to JCN shareholders ifidtwh quarter of 1997
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Market for JCN Common and Related Shareholder Matt@s

Although there is currently no established tradimyket for JCN Common, such shares have for maassyeen traded over-tioeunter ver
infrequently through inter-broker bulletin boardding under the symbol "NCJC.BB." The data priot 987 is high and low bid information
reflecting inter-dealer bulletin board prices witihoetail mark-up, mark-down or commission. Thesetgtions merely reflect the prices at
which transactions were proposed, and do not natdseepresent actual transactions. The data sufese to 1996 is derived from actual
closed transactions.

1995 High Low

1st Quarter ...... $11.41 $ 9.38

2nd Quarter ...... 10.31 10.00

3rd Quarter ...... No Trades No Trades
4th Quarter ...... 21.88 14.38

1996 High Low

1st Quarter ...... $21.06 $20.00
2nd Quarter ...... 36.50 32.00
3rd Quarter ...... 34.00 28.13
4th Quarter ...... 31.06 27.00
1997 High Low

1st Quarter ...... $ 34.00 $29.00
2nd Quarter ...... 35.50 28.25
3rd Quarter ...... 56.00 37.25
4th Quarter ...... 70.00 51.00

Issuances of JCN Common

In the first quarter of 1995, JCN contributed tlestpsplit equivalent of 110,000 shares of JCN Comacthe ESOT. Pursuant to the
Settlement Agreement, on August 15, 1997, JCN &589¢413 shares of JCN Common to the United Skisict Court for the Western
District of Missouri and issued 620,586 shareh®oESOT. On December 29, 1997, JCN issued 13,1&2sbf JCN Common to Mr. Brady
upon the exercise by Mr. Brady of a portion of tiptions granted to him at the time of his employmEach of the foregoing issuances were
made pursuant to the exemption to registratiorfiostt in Section 4(2) of the Securities Act of 1938 amended. Other than 1,001,696 shares
of JCN Common held by the ESOT, the Court and warimther shareholders, the 4,619,039 currenthtanding shares of common stock of
JCN may be sold pursuant to Rule 144 under therfiesuAct. JCN has entered into no agreementsdster any shares of JCN Common
pursuant to the Securities Act and is not publaffering, and has not publicly proposed to offery ahares of JCN Common.

The Operating Agreement entered into between Kgssidunter and JCN required JCN to make an inigglital contribution of $4,285,714
in cash. The Operating Agreement provides Kessihigetter the right to use that cash to buy a cghitrgranting to the LLC the right to
require JCN to issue to the LLC 76,530 shares &f @@mmon (the "Call Right"). Kessinger/Hunter paedl notice to JCN of its intention to
purchase the Call Right, and that purchase occumdeebruary 27, 1998. The Operating AgreementtgtanKessinger/Hunter authority to
decide whether to exercise the Call Right and sigttt was exercised by notice given to JCN on Mar8h1998. Accordingly, JCN issued
76,530 shares of JCN Common to the LLC.

Dividend Policy

Prior to 1995, JCN typically declared and paid anual cash dividend of $10.00 on each share of @&@Kmon (or approximately $.125 per
post-split share). No dividend was declared on f&imon in 1995, 1996 or 1997. The JCN Board of @mes has not determined if, when
or in what amount future dividends will be declagegaid. JCN is not currently under any divideagment prohibition or restriction.
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Selected Financial Data

The following selected financial information hashelerived from JCN's audited consolidated findrst@tements for each of the five
consecutive years ended December 31, 1997. Thariafeon set forth below for 1993 is based on J@Nuited financial statements for that
year. Note, however, that JCN's prior auditor digaliits report on the consolidated financial statats for the year ended December 31, :
as a result of its inability to obtain sufficientidence to evaluate whether certain capitalized loasinces for JCN's Bay Plaza assets as of
December 31, 1993 were in excess of recoverableiars.o'Bay Plaza" is a project for the redeveloptagr construction of parking,
commercial and retail facilities in St. Petersbulprida. JCN has since sold substantially all Bégza assets. Per share amounts for years
prior to 1997 have been restated in accordanceStatement of Financial Accounting Standards N@&, 1Barnings per Share."

For the years ended December 31,

1997 1996 1995 1994 1993

(in thousands, except per share data)

Operating Results

Sales and revenues ..........cccccceeeeeeene $ 97,859 $ 132,628 $ 99,305 $ 94,213 $ 96,204
Selling, general and operating expenses ...... 44,654 45,394 45,952 43,203 44,615
Interest eXpense ........cccccceevvecivnennn. 22,333 23,466 27,862 27,049 26,693
Income (loss) before income taxes and

extraordinary gain ...........ccoeeeveennee. 12,064 44,652  (16,498) (44,698) 26
Income (loss) before extraordinary gain ...... 19,386 27,902  (10,752) (43,670) 510
Net income (I0SS) .....cccoveveviveeeiiiinenne 19,386 27,902 (10,752) (14,534) 510
Per Share Data (Basic):

Income (loss) before extraordinary gain ..... 4.63 5.75 (0.74) (2.89) 0.04
Net income (I0SS) ....ccovvvvevrivieeninnen, 4.63 5.75 (0.74)  (0.96) 0.04
Dividends ........cccceevviniiiiienieenns - -- - 0.13 0.13
Per Share Data (Diluted):

Income (loss) before extraordinary gain 4.47 5.62 (0.74) (2.89) 0.04
Net income (I0SS) .....covvveeiveeeennnnn. 4.47 5.62 (0.74)  (0.96) 0.04
Dividends ........cccoevieiiiieiieiiens - -- - 0.13 0.13

At December 31,

1997 1996 1995 1994 1993

(in thousands)
Financial Position
Total properties .........ccocceevurenne 81 $220,133 $229,524 $ 244,105 $ 239,008
Total assets ........ccccvvuveenne 74 320,327 328,695 350,302 362,112
Mortgage indebtedness .... 53 309,188 326,349 339,881 327,354
Treasury stock ........ccoceeeeiiiennen. 78 117,427 117,427 14,582 23,058
Total shareholders' equity (deficit) ..... (26,1 73) (28,606) (36,725) (25,821) (31,568)

Management's Discussion and Analysis of Financtaddtion and Results of Operations
Overview

JCN's operating results depend primarily upon inedmm the rental of its retail, office, industriahd residential properties. This income is
substantially influenced by the demand for JCN'dalespace in the Kansas City metropolitan area tana lesser degree, the Des Moines,
lowa metropolitan area. The ability of JCN to irase its rental income is dependent upon its altdiipcrease either or both of its occupancy
rates and rental rates, control expenses on issiegiproperties, and to acquire or develop adutioental properties.

JCN's operating results are also dependent onetfmaiid for lots in its residential subdivisions. e for these lots is influenced by a
number of factors, including population growth lire tkansas City metropolitan area, availability xiséng housing stock, interest rates, tax
rates, and the number and financial health of hbuileers in the area.

JCN's primary markets in the midwest have continoesffer strong and stable local economies. Mameage believes this will continue and
the markets will offer attractive acquisition anevdlopment opportunities because of their centiadtion, established business and industrial
base, skilled work force, and moderate labor cost.
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At December 31, 1997, the occupancy rate for J@Mis!l properties was 97%, 94% for its office prdjs, 77% for its industrial properties
(which includes one unoccupied building that représ approximately 17% of JCN's total industrialcg) and 97% for its multi-family
residential properties.

Results of Operations
Comparison of Year Ended December 31, 1997 to Ye&nded December 31, 1996

Summary. Net income decreased by $8.5 million &71® $19.4 million primarily as a result of thesaehce of gains from disposition of
JCN's marketable equity securities portfolio, distioffset by lower income tax expense in 1997e Thange in several other income
statement line items also contributed to the $8lbom decrease as detailed below.

Rents. Rental income decreased by $1.8 milliorP42.® $78.1 million in 1997. This decrease was prify due to the absence of $3.0
million in rental income from JCN's leasehold ietgrin the Raphael Hotel of San Francisco (as tidenlying lease expired in the third
quarter of 1996) and a $1.4 million decrease italencome related to four properties sold (threéhe third quarter of 1997 and one in the
fourth quarter of 1996). These decreases weretdffsan increase in rental income of $1.2 millietated to two of JCN's office buildings t
were substantially vacant during the first halfl@®6 while JCN made significant tenant improvemémtsiew tenants that are now leasing
of the vacant space in those buildings. The reneaintithe $1.4 million increase is due primarilyirgoroved rents in JCN's office, retail, and
apartment properties.

Property Sales. Property sales primarily represalats of residential lots in subdivisions developgdCN, sales of condominiums in the
Alameda Towers project, and sales of villas inGleeinth Place Villas project. Property sales inseshby $514,000 (7.8%) to $7.1 million in
1997 and included lot sales of $4.3 million (inchgi$1.2 million that was recognized pursuant tbi3@hange in accounting method from
recording lot sales on an "as closed" basis tord#tg lot sales on an "as sold" basis), condominsahes of $2.6 million, and villa sales of
$169,000. Property sales of $6.6 million in 199@uded $2.8 million of lot sales (also $2.8 milliasing an "as sold" basis), condominium
sales of $2.9 million and villa sales of $945,000.

Dividends and Interest. Dividends were receivednanketable equity securities held for investmemppses prior to March 31, 1996. Inter
income is received on JCN's cash and cash equigatemporary investments and notes receivablerdat income fluctuates with interest
rates, the level of JCN's excess cash, and thedéwetes receivable. Dividends and interest inedntreased $1.1 million (23.9%) to $5.7
million in 1997. This increase is primarily duethee higher average balances of cash and notevabteioutstanding during 1997.

Gains on Sales of Investments and Other Assetsis@ai sales of investments and other assets raepgaas associated with the sales of
revenue-producing properties, property held fonfetdevelopment, marketable equity securities,ahdr assets used in the business. These
gains fluctuate with the volume of asset disposgiand the magnitude of the difference betweers saticeeds and carrying value. In the first
quarter of 1996, JCN liquidated its entire invegsttria marketable equity securities for $38.6 millisecognizing a pre-tax gain of
approximately $33.0 million. The remainder of treéng in 1996 were primarily due to the sale ofredustrial park. The gains in 1997 were
primarily due to the sale of two shopping centers office property (two buildings), the majorititbe Bay Plaza properties and vacant
ground.

Equity in Earnings of Unconsolidated Affiliates. Wty in earnings of unconsolidated affiliates regmets JCN's proportionate share of
earnings of affiliates in which JCN's ownership@% or less. This line item increased $942,0001t6 #illion in 1997. The increase is
primarily due to increased gains of $613,000 ongites sold by JCN's lowa partnerships.

Other. Other represents miscellaneous revenudgshf Qther revenue decreased by $3.1 million in 1®3%1.6 million. This decrease
resulted primarily from a $4.6 million payment rgoized as income in 1996 pursuant to a Resolutigre@ment with JCN's prior auditor,
reduced by certain expenses totaling $1.4 mille®e comments in "Comparison of Year Ended DeceBihel996 to Year Ended December
31, 1995" for additional details). In addition, J@¢eived approximately $389,000 and $378,000 Bv1#hd 1996, respectively, as a resu

a claim it filed in the National Gypsum bankrupfmpceeding now pending in the United States Bartksu@ourt. JCN received notice thal
1998 it may receive an additional $389,000 in fattton of such claim. The actual amount and datng such payment is uncertain and
therefore will not be recorded until received.

Selling, General and Operating Expenses. Selliagerpl and operating expenses represent the expeinsetly associated with operating
JCN's real estate assets and expenses that arderedso be overhead. These expenses decrea$dd 000 (1.6%) to $44.7 million in
1997, principally due to the absence of $1.4 millad costs to secure a new management team aradbdeece of $2.9 million in expenses
related to the operation of the Raphael Hotel af Bancisco due
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to the expiration of the underlying lease. In addit selling, general and operating expenses ilatéour sold properties decreased by
$373,000. These reductions were partially offsetibysual expenses in 1997 of $1.3 million for samee costs relating to the outsourcing of
certain functions and $1.9 million in costs relatedhe proposed merger with a wholly-owned sulagidof Highwoods. The remainder of the
$733,000 increase over 1996 is due primarily togased operating costs of Des Moines, lowa argzepties.

Cost of Property Sales. Cost of property salesessts JCN's cost basis in residential lots, comdam units, and villas sold during the ye
The cost of property sales is a function of the benof lots, condominium units, and villas sold &nelir underlying cost basis. Cost of
property sales increased by $163,000 (3.2%) in 10%5.3 million. Cost of property sales in 199¢lided lot cost of sales of $2.6 million
(including $696,000 that was recognized pursuadi's change in accounting method from recordabgsson an "as closed" basis to
recording sales on an "as sold" basis), condomirmast of sales of $2.6 million and villa cost ofesaof $154,000. Cost of property sales for
1996 included lot cost of sales of $1.7 milliors(s1.7 million on an "as sold" basis of recordigsales), condominium cost of sales of ¢
million and villa cost of sales of $923,000. Thess margin percentage on lot sales was 40% for 4887.996. The gross margin percentage
on condominium sales was 3% for 1997 and 11% f861%he decrease in gross margin percentage oroooniim sales in 1997 resulted
from JCN incurring greater finishing costs in 198@n in 1996.

Interest Expense. Fluctuations in interest expensar due to the level of JCN's interest bearintgbtedness and the effect changes in int
rates have on JCN's variable rate indebtednessebitexpense declined by $1.1 million (4.8%) tB.$2nillion in 1997 primarily due to the
lower average balance of outstanding indebtedme$397.

Depreciation and Amortization. Depreciation of JEMvenue producing properties is computed usiegttaight-line method over the
estimated useful lives of the assets, generallgrséw thirtyone years. Depreciation expense fluctuates to slmgeee as properties are bot
and sold. In addition, certain financing charges egrtain lease related costs are amortized oeetetim of the associated loan or lease as
applicable. The decrease of $471,000 (3.4%) toShi@lion in 1997 is primarily due to property ssland older fixed assets becoming fully
depreciated.

Income Tax Expense (Benefit). The $24.1 millionrdmain income tax expense (benefit) from the $h6lBon expense in 1996 to the
income tax benefit of $7.3 million in 1997 is duénparily to the decrease in income tax expense foperations of $12.3 million and the
recognition of a net $11.8 million income tax beéneflating to the issuance of shares of commoaoksto the ESOT and to a Court pursuar
the Settlement Agreement, as described in "Legatdadings” above.

As discussed in Note 7 to JCN's consolidated firsustatements, JCN filed its 1996 income tax eguweflecting a net operating loss
primarily attributable to a $103 million deductitor losses of principal and accrued interest agisiom notes and accounts receivable to .
from its ESOT and from a limited partnership owlgdICN's former president. The IRS may reject afi portion of such claimed losses,
there is no assurance JCN will ultimately prevailatl or any portion of such claimed losses. Acaayly, JCN may not receive all or any
portion of the benefits that result from such cleghtosses.

Management of JCN has been advised by counsedtichtcounsel believes the claimed losses to bd.\Riscussions with respect to JCN's
position have been held with representatives of & who are conducting an examination of JCNisrns for the years 1989 through 1995.

To the extent allowed, the loss would be used firsile for a refund of taxes paid previously aftéfsetting deficiencies that may be propc
by the IRS in connection with its examination (JB&lieves it has previously provided sufficient tagerves for financial reporting purposes
to cover any such deficiencies); second, the balammaining, if any, could be used to offset tlegaition of gains in future years that had
occurred but were unrecognized prior to a "changmntrol," as defined in Section 382 of the In&diiRevenue Code; and finally, after such
offset, any remaining amount may be available altywt@mreduce other taxable income, subject totiamons set forth in Section 382.

Consistent with the requirements of generally atabpccounting principles, none of this potentigbact is reflected in JCN's consolidated
financial statements due to its uncertainty.

Comparison of Year Ended December 31, 1996 to Ye&nded December 31, 1995

Summary. Net income increased by $38.7 million98@ from a net loss of $10.8 million in 1995 to metome of $27.9 million primarily as
result of the gains from disposition of JCN's méakée equity securities portfolio, the absencatmfdtion settlement expense in 1996,
increased other income, and lower interest expense.
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Rents. Rental income increased by $60,000 to $mél®n in 1996. This increase occurred even thoogh of JCN's larger office buildings
was substantially vacant during the first half 886 while JCN made significant tenant improveméots new tenant that is now leasing all
of the vacant space. This vacancy resulted in & ®illion reduction in rental income in 1996. Rdritecome from JCN's leasehold interest in
the Raphael Hotel of San Francisco decreased b§,®38 due to the expiration of the underlying le@sea result of apartment properties
obtained pursuant to the Settlement Agreementakr@mome increased by approximately $700,000 #619he remainder of the $1.6 milli
increase is due primarily to $200,000 of certainneaurring items and $1.4 million in improved reatsJCN's office, retail, and apartment
properties.

Property Sales. Property sales increased by $57§98%) to $6.6 million in 1996 and included lates of $2.8 million, condominium sales
of $2.9 million, and villa sales of approximate§4%,000. Property sales of $6.0 million in 1993uded $3.5 million of lot sales and
condominium sales of $2.5 million.

Gains on Sales of Investments and Other Assetardy 1996, JCN liquidated for $38.6 million itstiem investment in marketable equity
securities held at December 31, 1995, recognizipgegax gain of approximately $33.0 million. Therainder of the gains in 1996 were
primarily due to the sale of an industrial park.

Equity in Earnings of Unconsolidated Affiliates. ity in earnings of unconsolidated affiliates irmsed $540,000 to $697,000 in 1996. The
increase is primarily due to $324,000 of gains ad gites sold by JCN's lowa partnerships in 19@éniigs from JCN's investment in J.C.
Nichols Real Estate increased by $255,000 in 189 r@sult of a record year in its sales volumeratdncome

Other. Other increased by $3.4 million in 1996 4073million. This increase resulted primarily fran$4.6 million payment received by JCN
from its prior auditor, Deloitte & Touche LLP, puiant to an agreement (the "Resolution Agreementiijtiich the prior auditor denied any
wrongdoing or fault and agreed to resolve disageregithat arose out of circumstances that wersuhpect of the Settlement Agreement.
The $4.6 million payment was reduced by certaireaesps to reduce to $3.2 million the amount of ineeetognized by JCN as a result of
such payment. Furthermore, in the Resolution AgererdCN agreed to indemnify its prior auditor aadous affiliates and related persons
thereof, in an amount up to $2.5 million, from admt range of losses and claims that may be inclayeslich prior auditor as a result of its
relationship with JCN. However, management of JQNently believes the occurrence of a material céidn to the $3.2 million in
recognized income is remote. In addition, JCN nesiapproximately $378,000 as a result of a claifited in the National Gypsum
bankruptcy proceeding now pending in the UnitedeSt8ankruptcy Court.

Selling, General and Operating Expenses. Selliagerpl and operating expenses decreased by $558,200) to $45.4 million in 1996,
principally due to a decline of $2.3 million in opéng expenses of the discontinued Bay Plaza gragedecline of $827,000 in expenses
related to the operation of the Raphael Hotel of Bancisco due to the expiration of the underlyesse, and $400,000 of nonrecurring
items. These reductions were partially offset bgitmhal costs of $1.4 million incurred to secureeav management team, and additional
operating expenses of $255,000 related to apartpreperties obtained in the Settlement Agreememé. fEmainder of the $1.3 million
increase over 1995 is due primarily to increasestiowad (primarily legal and professional fees) pirogherty operating costs.

Cost of Property Sales. Cost of property salesamed by $1.2 million (30.9%) in 1996 to $5.2 roiili Cost of property sales in 1996
included lot cost of sales of $1.7 million, condamim cost of sales of $2.6 million and villa co$sales of $923,000. Cost of property sales
in 1995 included lot cost of sales of $2.3 millimmd condominium cost of sales of $1.6 million. Biess margin percentage on lot sales was
40% in 1996 as compared to 33% in 1995. The inereagross margin percentage on lot sales in 1896@lted from a change in sales mix, as
1996 sales contained a larger percentage of salestigher margin subdivisions. The gross margitg@etage on condominium sales was
11% in 1996, as compared to 37% in 1995. The dseerigagross margin percentage on condominium gatE396 resulted from JCN

incurring greater finishing costs on condominiuriesan 1996 than in 1995. The gross margin pergente villa sales in 1996 was
approximately 2%.

Interest Expense. Interest expense declined byr#lién (15.8%) to $23.5 million in 1996. The prary reasons for this decline are the pay-
down or pay-off of certain notes and mortgagesrmiutioo6 of approximately $16 million in additionrtormal principal amortization, and the
restructuring of a mortgage note as discussed te Bdo JCN's consolidated financial statements.

Employee Stock Ownership Trust Contribution. JCNntaéns an ESOT to which it has the right to makeual contributions in amounts
determined by the Board of Directors. JCN madeardributions during 1996.
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Valuation Allowances. JCN's assets are reviewedhipairment whenever events or changes in circums&indicate that the carrying value
of an asset is in excess of its net realizableevdfithe carrying value of an asset is determitethe opinion of management, to be in excess
of its net realizable value, a charge to expensecggnized in the form of a valuation allowance.\dluation allowances were recorded in
1996.

Litigation Settlement. In 1995, JCN recorded a time charge of $19.6 million as "Litigation Settlent" in its consolidated statement of
operations as a result of the Settlement Agreeniéet.circumstances leading to and the impact oS#tement Agreement are described in
"Legal Proceedings" above and in Note 11 "Litigatémd Settlements" of JCN's consolidated finarstatements.

Comparison of the Three Months Ended March 31, 189Be Three Months Ended March 31, 1997

Summary. Net income increased by $516,000 (32.56f) $1.6 million for the three months ended MarthI®97 to $2.1 million for the
three months ended March 31, 1998. This net ineresague to changes in several income statemeanitéms that are explained below.

Rents. Rental income decreased by $302,000 (1.5%t) $20.0 million for the three months ended Ma&th1997 to $19.7 million for the
three months ended March 31, 1998 primarily due $4.1 million decrease in rental income relatetthtee properties that were sold during
the third quarter of 1997. This decrease is paytaffset by a $771,000 increase due to improvedisren JCN's office, retail, and apartment
properties.

Property Sales. Property sales primarily represalats of residential lots in subdivisions developgdCN, sales of condominiums in the
Alameda Towers project, and sales of villas inGeeinth Place Villas project. Property sales desedaby $126,000 (9.4%) from $1.3 million
for the three months ended March 31, 1997 to $1llibmfor the three months ended March 31, 1998 excluded lot sales of $820,000 and
condominium sales of $401,000. During the thirdrtgreof 1997, JCN changed its accounting methoohfrecording lot sales on an "as
closed" basis to recording lot sales on an "as'dmdis. The lot sales recorded in the first quatel 997 are on an "as closed" basis. Property
sales of $1.3 million for the three months endeddid81, 1997 included lot sales of $518,000 ($68® 6n an "as sold" basis) condominium
sales of $660,000 and villa sales of $169,000.

Gains on Sales of Investments and Other Assetas@ai sales of investments and other assets repiggas associated with the sales of
revenue-producing properties, property held fonfetdevelopment and other assets used in the Isgsifikese gains fluctuate with the
volume of asset dispositions and the magnitudbefiifference between sales proceeds and carrgilug vThe $586,000 gain for the three
months ended March 31, 1998 is primarily due todisgosition of certain construction and maintema@guipment that was no longer
necessary to service JCN's real estate portfolio.

Equity in Earnings (Losses) of Unconsolidated Adfiés. Equity in earnings of unconsolidated affdgrepresents JCN's proportionate share
of earnings of affiliates in which JCN's ownershfp0% or less. This line item increased $131,06thfa $77,000 loss for the three months
ended March 31, 1997 to $54,000 in income for ltheet months ended March 31, 1998. The increas@mgply due to earnings generated
new office buildings that were constructed andéaiskd up during 1997 by the lowa partnerships iclw8CN is a partner.

Other. Other represents leasing commissions amepgomanagement fees generated from JCN's thitygl pzal estate brokerage and
management services, royalties, minority intenesvsses and other miscellaneous revenues. Othezateed by $130,000 from $378,000 for
the three months ended March 31, 1997 to $248.00hé three months ended March 31, 1998 primdirily to JCN transferring its third
party real estate brokerage and management sehiisgsess to Kessinger/ Hunter and Company, LrCungonsolidated affiliate.

Selling, General and Operating Expenses. Selliageral, and operating expenses (S,G, & O) représerxpenses directly associated with
operating JCN's real estate assets and expensesdtwnsidered to be overhead. These expenseased by $533,000 (5.4%) from $9.9
million for the three months ended March 31, 199%10.4 million for the three months ended March1398, principally due to the three
months ended March 31, 1998 containing approxim&t&|100,000 of expenses related to JCN's proposzder with a wholly-owned
subsidiary of Highwoods Properties, Inc. This irg® was partially offset by the absence of $307¢d@perating expenses related to the
three properties that were sold during the thirdrtgr of 1997.

Cost of Property Sales. Cost of property salesempits JCN's cost basis in residential lots, comdam units, and villas sold during the ye
The cost of property sales is a function of the henof lots, condominium units, and villas sold an€ir underlying cost basis. Cost of
property sales decreased by $234,000 (21.1%) frbth @illion for the three months ended March 319718 $873,000 for the three months
ended March 31, 1998 and included lot cost of saflégl50,000
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and condominium cost of sales of $423,000. Copraperty sales for the three months ended Marci®37 included lot cost of sales of
$342,000 ($448,000 on an "as sold" basis), condomircost of sales of $623,000 and villa cost oésalf $142,000. The gross margin
percentage on lot sales was 45.1% for the threghm@mded March 31, 1998 as compared to 34.2%éothree months ended March 31,
1997. The increase in gross margin percentageta@ales for the three months ended March 31, 1898ted from JCN achieving higher
average prices while keeping average lot costdeted consistent with the prior year. The grossgimpercentage on condominium sales
(5.5%) for the three months ended March 31, 1988ompared to 5.6% for the three months ended M2iktchi997. The decrease in gross
margin percentage on condominium sales for thesthmenths ended March 31, 1998 resulted from JCbtiimgy greater finishing costs on
condominium sales for the three months ended Matct1998 than for the three months ended Marci397.

Interest Expense. Fluctuations in interest expensar due to the level of JCN's interest bearintgbtedness and the effect changes in int
rates have on JCN's variable rate indebtednesseBitexpense declined by $423,000 (7.2%) from $#ll®n for the three months ended
March 31, 1997 to $5.4 million for the three monginsled March 31, 1998 primarily due to the lowesrage balance of outstanding
indebtedness during the three months ended March9®B.

Depreciation and Amortization. Depreciation of JEMvenue-producing properties is computed usiegtiaight-line method over the
estimated useful lives of the assets, generallgrséw thirtyone years. Depreciation expense fluctuates to slmgeee as properties are bot
and sold. In addition, certain financing charges egrtain lease related costs are amortized oeetetim of the associated loan or lease as
applicable. The decrease of $479,000 (14.2%) fr8m fillion for the three months ended March 3197.8 $2.9 million for the three
months ended March 31, 1998 is primarily due t@prty sales and older fixed assets becoming fudjyreciated.

Liquidity and Capital Resources

Net cash provided by operating activities, permansortgage financing, and short term notes paytblanks represent JCN's primi
sources of liquidity to fund recurring capital coassociated with renovating and renewing leas@€Nfs properties, payments on JCN's
outstanding indebtedness, and distributions toettdders. In April 1997, JCN renewed its $10 millinsecured line of credit with
Commerce Bank, N.A. (Kansas City, Missouri) beaiirtgrest at the prime rate. At December 31, 188te were no outstanding borrowil
on this line of credit.

Management anticipates that cash generated bedbitepdyments and capital expenditures, togethérthé bank line of credit, will provide
adequate liquidity to conduct JCN's operationsdfite recurring capital costs and interest expeasé,permit normal amortization payments
on outstanding indebtedness.

JCN is in the process of developing two of the getyg included in JCN's comprehensive Plaza redpredat plan. These projects are to be
supplemented by TIF. JCN will be able to fund thajgxts through 1998 with working capital and thegeeds of a TIF bond. However, due
to the proposed merger with a wholly-owned subsydid Highwoods, JCN has not secured the additifinahcing necessary to fund
expenditures on these two projects or meet ottar naeds in 1999 and thereafter.

At December 31, 1997, the total of JCN's consadidatebt was $301.5 million. Such amount, with dertxceptions discussed below, bears
interest at rates ranging from 3.9% to 10.5%. QM'3@onsolidated debt at that date, approximat&8:@million was a note payable and
$288.5 million was mortgage indebtedness. Approsige256.7 million of JCN's $288.5 million of mgege indebtedness at December 31,
1997, was nonrecourse to JCN. By including JCN‘sga#tage interest in the indebtedness of uncoraelidsubsidiaries and excluding the
minority interest percentage in the indebtednesso$olidated subsidiaries of JCN, the interestibgalebt of JCN at December 31, 1997
would be $319.4 million.

Of JCN's $301.5 million in consolidated debt at Ermber 31, 1997, approximately $224.6 million acdrirerest at fixed rates, $72.9 milli
was floating rate debt of various types and $4 ldoniwas non-interest bearing (see below). Inteegpense of JCN in future periods may be
expected to fluctuate with short term interestgate

As discussed in Note 5 to JCN's consolidated firsustatements, JCN has restructured two debt awets. At December 31, 1997, JCN has
classified as mortgage indebtedness approximaféhy0$million in debt that will be forgiven if JCNomplies with certain conditions
established by the lenders. The $10.0 million ngifeen debt is being amortized into income overliteeof the mortgages through monthly
reductions to interest expense. This amortizataluces the effective rate to JCN on restructuréd tdeapproximately 3% for financial
reporting purposes. This treatment is in complianith generally accepted accounting principleshasstum of the future undiscounted debt
service payments exceeded the face value of thieotiigations at the time of the restructurings.
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Also, as discussed in Note 5 to JCN's consolidfitedhicial statements, certain agreements to whiik i3 a party provide for a 50% sharing
of positive and negative cash flows from operatiang certain capital expenditures. Interest expessggnized for such sharing arrangem
was $622,000, $929,000, $479,000 for the yearscecDeeember 31, 1997, 1996 and 1995, respectivelgddition, at December 31, 1997
and 1996, mortgage indebtedness includes a norestteearing preference item of $4.0 million redatie these agreements. JCN's liability is
contingent upon certain conditions being met upenstale or refinancing of the mortgaged properties.

The ESOT currently holds 1,390,003 shares of JEdtismon stock. Until such time as shares distribbiethe ESOT to its beneficiaries can
be readily traded on an established securities ehallCN is obligated to repurchase such shares $pecified period of time at a price
determined by a qualified appraiser (the "Put Op)ioThe most recent appraisal of the JCN Commadd I the ESOT was made as of
October 31, 1997 and established a price of $6iedBhare.

If JCN remains obligated by the Put Option, JCisitlity could be constrained. Given expected estient trends, management expects i
meet anticipated stock repurchase requirementsfuitths generated from operations, selling its séesror additional borrowings.

On January 29, 1997, JCN purchased all outstargtiages of JCN Common then owned beneficially anéadrd by AHI Metnall L.P.
("AHI"). Additionally, Mr. John Simon and Mr. Jam&$. Quinn, who are affiliated with AHI, resigned disectors of JCN.

JCN paid consideration of $27.25 per share, otad ¢ $25.9 million for the 948,880 shares of JCbmmon owned by AHI. The purchase
price for the stock held by AHI was based on a tiatexl price within the range of trades in the tbuquarter of 1996, which trades were
between $27 and $31.06 per share. At the clos@,delivered to AHI $12.8 million in cash (whichcinded approximately $39,000 of
interest) and executed a promissory note in theuatnaf $13.0 million (which reflected a $57,500 wetion for certain expenses), bearing
interest at a rate of eight percent (8%) per anmitiminterest only payable quarterly. That promrgsmote is secured by the pledge of a
mortgage receivable and real property, and is dugaouary 29, 1999.

The Operating Agreement entered into between Kgssidunter and JCN, and by which the LLC was forptequired JCN to make an
initial capital contribution of $4,285,714 in cadthat capital contribution was made on Januarn®281Kessinger/Hunter had the right to
determine the use of such cash, and it decidedytspch cash to JCN in exchange for the Call Righta result, the $4,285,714 was paid
back to JCN on February 27, 1998 in exchange foCall Right.

Comparison of Year Ended December 31, 1997 to Ye&nded December 31, 1996

Net cash provided by operating activities decredse$2.9 million to $26.8 million in 1997. The pramy reasons for such decrease
discussed above under "Results of Operations."

Net cash flows used in investing activities incezhby $3.6 million in 1997 to $8.2 million which ammt was principally a result of issuing
additional $19.5 million of notes receivable andeisting $11.3 million for additions to revenue-puothg properties. These investments were
substantially offset by the decrease in temponavgstments of $2.4 million, the receipt of $9.1limil of payments on notes receivable, sales
of capital assets of $9.6 million and proceeds fthenreturn of capital from unconsolidated afféisof $1.4 million. In 1996, JCN's net cash
used in investing activities of approximately $blion was principally a result of increasing teangry investments a net $40.4 million,
issuing an additional $6.6 million of notes recéiesand investing $8.3 million for additions to eewmie-producing properties. These
investments were substantially offset by the raca&i|$8.8 million of payments on notes receivakkdes of capital assets of $3.1 million and
proceeds from the sale of marketable equity seesrf $38.6 million.

Net cash used by financing activities decrease®7®p,000 in 1997 to $17.1 million. The principaks®f cash in financing activities in 19
were treasury stock purchases of $13.5 millionanet reduction of mortgage and notes payable tedebss of $3.6 million. In 1996 JCN's
net cash used in financing activities of $17.9immllresulted from a net reduction of mortgage aote$1 payable indebtedness.

Comparison of Year Ended December 31, 1996 to Ye&nded December 31, 1995

Net cash provided by operating activities increase87.7 million to $29.7 million in 1996. The pramy reasons for such increase
discussed above under "Results of Operations."
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Net cash flows used in investing activities inceghby $2.8 million in 1996 to $4.6 million which aomt was principally a result «

increasing temporary investments a net $40.4 millissuing an additional $6.6 million of notes rigable and investing $8.3 million for
additions to revenue-producing properties. Thegestments were substantially offset by the recaij$8.8 million of payments on notes
receivable, sales of capital assets of $3.1 milliod proceeds from the sale of marketable equiyrgees of $38.6 million. In 1995, JCN's |
cash used in investing activities of approximafily7 million was principally a result of issuing additional $6.2 million of notes receivable,
investing $7.9 million for additions to revenue-guaing properties and purchasing $3.0 million ofketable equity securities. These
investments were substantially offset by the reefi$6.9 million of payments on notes receivaBkdes of capital assets of $5.3 million, and
the maturing of marketable securities of $2.4 wlli

Net cash used by financing activities decreasefi%¥ million in 1996 to $17.9 million. The principase of cash in financing activities
1996 and 1995 was a net reduction of mortgage atebmpayable indebtedness of $17.9 million and&g#llion, respectively.

Comparison of Three Months Ended March 31, 199Bt®e Months Ended March 31, 1997

Net cash provided by operating activities decredse$6.8 million from $8.4 million for the three mihs ended March 31, 1997 to $

million for the three months ended March 31, 1988 primary reasons for such decrease include higgtecash outflows from the payment
of accounts payable and accrued expenses, lowelirdiswvs from the collection of income taxes redile and accounts receivable, and
other operating income factors discussed aboveruf#sults of Operations.”

Net cash flows provided by investing activities B&sed by $6.7 million from $9.8 million for thed¢le months ended March 31, 1997 to ¢
million for the three months ended March 31, 1988 $3.1 million of net cash flow provided by intieg activities was principally a result
of decreasing temporary investments a net $9.1omiind receiving $2.3 million of payments on natseivable. These receipts were
substantially offset by the investment in uncordsattied affiliates of $4.3 million, the $2.0 milliam additions to revenuproducing propertie:
and the issuance of $1.9 million of notes receiwabbr the three months ended March 31, 1997, tlep@ny's net cash provided by inves
activities of approximately $9.8 million was pripelly a result of decreasing temporary investm&gtg million and receiving $1.8 million
payments on notes receivable. These receipts vegtialty offset by investments of $1.5 million fadditions to revenuproducing propertie

Net cash provided by financing activities increabgd17.8 million from ($14.8) million for the threemonths ended March 31, 1997 to ¢
million for the three months ended March 31, 1988 $3.0 million of net cash provided by financawivities for the three months ended
March 31, 1998 was principally a result of issu#i?g3 million of common stock, partially offset byba.4 million reduction in mortgage
indebtedness. For the three months ended Marchd®T, the Company's net cash used in financingities of $14.8 million was principally
a result of purchasing $12.8 million of treasuycgtand reducing mortgage indebtedness $2.0 million

Earnings before Interest, Taxes Depreciation, ambrization

It is management's intent to apply the majority©N's operating cash flows to reduce indebtednasscaimprove and increase JCN's
portfolio of revenue-producing properties. JCNrigamized as a "Subchapter C" corporation and &s gags income taxes on its taxable
income and is generally not subject to distributiequirements based on net income. Managementbeslibat JCN's core operations are best
measured by its earnings before interest and diddecome, interest expense, income taxes, depigtiand amortization, gains or losses
from debt restructuring and sales of assets, vialuallowances, and after adjustments needed titasiynconvert the earnings of minority
interests and unconsolidated partnerships. Earnasyso computed, are referred to herein as "EBITDAIs is a supplemental performance
measure used along with net income to report opgrag¢sults. EBITDA is not a measure of operatiesutts or cash flows from operating
activities as defined by generally accepted acéogmtrinciples. Additionally, EBITDA is not necesag indicative of cash available to fund
operating needs and should not be considered aleginative to cash flow as a measure of liquiditpwever, JCN believes that EBITDA
provides relevant information about its operatiand, along with net income (loss), facilitates ustinding of its operating results. The
EBITDA and EBITDA, as adjusted, set forth below nmt be comparable to other real estate compamsesach real estate company may
define differently such terms.
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EBITDA

($000)
For the Years Ended For th e Three Months Ended
December 31, March 31,

1997 1996 1995 1998 1997
NET INCOME (LOSS) .vvvvvviieiiiieeiiieevieeee $19,386 $ 27,902 $ (10,752) $ 2 103 $ 1,587
ADJUSTMENTS TO RECONCILE NET INCOME (LOSS)
TO EBITDA:
Dividends and interest income ........cccccveeeee. L (5,740) (4,634) (4,806) (1 ,147)  (1,071)
INterest eXpeNnse .....ccoocevveeviiiiieneeees L 22,333 23,466 27,862 5 426 5,849
Income tax expense (benefit) .....cocvvvveeeee. L (7,322) 16,750 (5,746) 1 ,262 955
Depreciation and amortization .........cccceeeee.. L 13,483 13,954 14,355 2 ,894 3,373
Gains on sales of investments and other assets ... ... (2,628) (34,867) (5,711) (586) (15)
Valuation allowances .........ccccceeeveeveeeee. L - 2,350 - -
Minority interest portion of add-backs ......... . .. (2,420) (2,768) (3,136) (454) (699)
Unconsolidated subsidiaries' portion of add-backs ... 3,642 3,684 3,997 1 ,189 1,071
EBITDA e $40,734 $ 43,487 $ 18,413 $10 ,687  $11,050

Because of the number and size of non-recurringséretions included in JCN's consolidated finanstialements during the last three years,
management believes it is important to also preseatonciliation of the foregoing EBITDA to "adjad" EBITDA, as described below,
which represents EBITDA exclusive of certain hooemging transactions. Management believes adjusBid DA is more representative of
JCN's underlying operations.

Adjusted EBITDA

($000)
For the T hree Months
For the Years Ended E nded
December 31, Mar ch 31,
1997 1996 1995 1998 1997

EBITDA ..o ... $40,734 $43,487 $18,413 $10,687 $ 11,050
NON-RECURRING ITEMS:

Costs related to proposed merger ................ ... 1,910 - - 1,100 -

Severance COStS .......cccuvvvreriiieieeneeennn. ... 1,320 -- -- -- --

Subdivision lots, change in accounting method ... (504) -- -- -

Income from resolution of claims ................ (389) (3,578) -- -- --

Costs of securing new management (including stock

OPLIONS) weveeiiiiiiiiee e - 1,362 - - -

Litigation settlement expense -- -- 19,553 -- --

ESOT Contribution .........cccoecvvvveennnnenn. -- -- 1,787 - --

Other, Net .......coooiiieiiiiecee e e (143) (25) 400 - -
ADJUSTED EBITDA ... ... $42928 $41,246 $40,153 $ 11,787 $ 11,050

The above adjusted EBITDA amounts illustrate JENB$TDA if certain non-recurring items had been éfiated from JCN's statements of
operations. These amounts are not necessarilyaitinicof future performance. However, managemeasdelieve that, when read in
conjunction with JCN's consolidated financial stagats, they assist the reader in better understgrdiN's underlying business operations.
The adjustments made to arrive at adjusted EBITEAeaplained as follows: "Costs related to propasedger” represent costs incurred by
JCN in conjunction with the proposed merger withireolly-owned subsidiary of Highwoods. "Severancstsoreflects the expense to JCN in
1997 of outsourcing certain functions. "Subdivisiots, change in accounting method" in 1997 refl¢lce change in gross margin on
residential lot sales resulting from JCN's chamgacdcounting method from recording sales on arl@sed" basis to recording sales on a "as
sold" basis. "Income from resolution of claims"leets the income to JCN from the resolution ofaertlaims in 1997 and 1996. "Costs of
securing new management (including stock optiorefjécts the expense to JCN in 1996 of obtainimgritbw members of its senior
management. "Litigation settlement expense" redléoe expenses incurred by JCN in 1995 to implesanstantially all of its obligations set
forth in the Settlement Agreement and the relatgdlland other professional expense. "ESOT cotimitsureflects the contribution by JCN

to the ESOT of 1,375 shares (or 110,000 post-gglitommon stock of JCN in 1995. "Other, net" ref(ethe net of other less significant, non-
recurring adjustments.
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Year 2000 Compliance

JCN has undertaken steps to address the issuexposures related to the Year 2000 which may akegtiinancial, operational, and
information systems. By the end of 1998, JCN insetadhave all of its key systems converted suchdhly year 2000 compliant, vendor
developed software will be utilized. As JCN is uridking a complete information system conversioriuglly all costs incurred in this
process will be capitalized and such costs arexpected to have a material effect on JCN's cotesteld financial statements.

Impact of Recently Issued Accounting Standards

Statement of Financial Accounting Standards (SHA&)130, "Reporting Comprehensive Income," requinesreporting of comprehensive
income and its components in the fiscal 1998 firgstatements. Comprehensive income is defingdeashange in equity from transactions
and other events and circumstances from non-ovmecss, and excludes investments by and distribsitio owners. Comprehensive income
includes net income and other items of compreherisiscome meeting the above criteria. JCN currdmly no components other than net
income which would constitute comprehensive incame therefore no additional disclosures are arsteih

SFAS No. 131, "Disclosures about Segments of aarrise and Related Information” requires reporéibgut operating segments, products
and services, geographic areas, and major custoiffegbjective of the pronouncement is to prowidermation about the different types of
business activities and economic activities in WwHiasinesses operate. The adoption of SFAS Noisli3dt expected to require any
additional disclosure during fiscal 1998.
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Directors and Executive Officers

The directors of JCN are set forth below.

a. Term Expiring 2000

BARRETT BRADY Age 51. Mr. Brady is the
those capacities since S
December 1995. For more
Officer of JCN, Mr. Brad
company in the primary b
Mr. Brady is also a dire
of Mr. John Fox, Vice Pr

KAY N. CALLISON Age 54. Ms. Callison has
Ms. Callison has been ac

WILLIAM V. MORGAN Age 55. Mr. Morgan has b
Morgan Associates, Inc.,
1987, and Cortez Holding
1992. Mr. Morgan has ser
Inc. since 1994. In Febr
Morgan, G.P., Inc. Mr. M
February 1987. He has he
including the presidenci
Transmission Company, Tr

b. Term Expiring 1999

WILLIAM K. HOSKINS Age 63. For more than fi
and Secretary to Hoechst
Mr. Hoskins was appointe
Hoechst Marion Roussel,
Directors and has served

MARK C. DEMETREE Age 41. Since October 19
and Chairman of the Boar
Mr. Demetree was the Pre
1993, Mr. Demetree was a
through February 1993, M
Mr. Demetree is also a m

c. Term Expiring 1998
CLARENCE L. ROEDER Age 64. Mr. Roeder has se
to July 1995, Mr. Roeder
1993, Mr. Roeder was Vice
member of the Board of Di
Kansas City.

THOMAS J. TURNER, Il Age 53. Mr. Turner has se
years, Mr. Turner has ser
that operates as a corres
mortgage lenders.

C. Q. CHANDLER, 11l Age 71. Mr. Chandler was
vacancy created by the re
Board of INTRUST,; a direc
Bancshares; a director of
First Bank of Newton; and

President and Chief Executive Officer of JCN and h
eptember 1995. Mr. Brady has served as a director o
than five years prior to becoming President and Chi
y served as President of Dunn Industries, Inc., an
usiness of regional commercial and industrial gener
ctor of North American Savings Bank. Mr. Brady is t
esident of Special Projects for JCN.

served as a director of JCN since 1982. For more t
tive in charitable activities in the Kansas City me

een a director of JCN since 1997. He has been the P
an investment and pipeline management company, sin
s Corporation, a related pipeline investment compan
ved as a director of Midland Loan Services and Kind
uary 1997, Mr. Morgan was appointed Vice Chairman o
organ has been Vice Chairman of Cortez Pipeline Com
Id legal and management positions in the energy ind

es of three major interstate natural gas companies:
answestern Pipeline Company and Northern Natural Ga

ve years Mr. Hoskins has served as Vice President,
Marion Roussel, Inc., a major pharmaceutical compa
d special counsel to Hoechst Marion Roussel, the pa
Inc. Mr. Hoskins is currently Chairman of the JCN B
in that capacity since May 1996.

97, Mr. Demetree has been the President, Chief Exec
d of U.S. Salt Corporation. From February 1993 to J
sident of North American Salt Company. From 1989 th
Senior Vice President of D.G. Harris & Associates,

r. Demetree was also President of the Trona Railway
ember of the Board of Directors of Advanced Radio T

rved as a director of JCN since 1974. For more than
was Secretary of JCN. For more than five years prio
President and General Counsel of JCN. Mr. Roeder i
rectors of Mercantile Bank of Kansas and Mercantile

rved as a director of JCN since December 1995. For
ved as President of Charter American Mortgage Compa
pondent, and originates and services commercial loa

appointed to the board of directors of JCN in May 1
signation of James W. Quinn. Mr. Chandler is the Ch
tor of Fidelity State Bank & Trust Co.; a director
Kansas Crippled Children's Society; the Vice Presi
a Trustee of Kansas State University.
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BARRETT BRADY Information relating to M
G. REID TEANEY Age 51. Mr. Teaney is Sen
1996. For more than five
served as Senior Vice Pre
CB Commercial Group, a co
company. From January 198
Columbia Trust Company.

EDWARD A. DE AVILA Age 43. Mr. de Avilais S

that capacity since Augus

Managing Director of Cent
Entertainment, Inc., one
Centertainment, Inc. purs
Multiscreen Theaters as a

was Vice President, Direc

of retail space in Reston

MARK A. PETERSON Age 34. Mr. Peterson is a
been acting in that capac
Mr. Peterson acted in lev
for Donnelly Meiners Jord
services to JCN.

PRICE A. SLOAN Age 35. Mr. Sloan is the
capacity since March 1996
attorney with Blackwell S
and continues to act as |

The following are the executive officers of JCN,ailwhom serve at the will of the JCN Board of &itors.

r. Brady is set forth above.

ior Vice President of JCN and has served in that ca
years prior to becoming Senior Vice President of JC
sident and Executive Managing Officer of the Kansas
mmercial real estate marketing, sales, leasing and

8 through March 1996, Mr. Teaney served as a direct

enior Vice President of Development of JCN and has
t1996. From November 1993 to July 1996, Mr. de Avi
ertainment, Inc., an indirect wholly-owned subsidia

of the largest motion picture exhibitors in the Uni

ued the development of entertainment based retail ¢
major anchor. From March 1988 through May 1993, Mr
tor of Retail for Reston Town Center Associates, a

, Virginia.

Vice President, Treasurer and Chief Financial Offi
ity since June 1995. For more than five years prior
els of increasing responsibility, concluding as sen
an Kline, P.C., a certified public accounting firm

Secretary and General Counsel of JCN and has been a
. For more than five years prior to that time, Mr.

anders Matheny Weary & Lombardi LLP, the law firm t
egal counsel to JCN.

pacity since July
N, Mr. Teaney
City office of
brokerage

or of

been acting in

la was

ry of AMC

ted States.
enters with AMC
. de Avila

major developer

cer of JCN and has
to that time,

ior audit manager
that has provided

cting in that
Sloan was an
hat has acted

Section 16(a) Beneficial Ownership Reporting Coampdie

Under Section 16(a) of the Exchange Act, JCN'sctiirs and executive officers and shareholders hgldiore than ten percent of the
outstanding stock of JCN are required to repoiit ih@ial ownership of stock and any subsequerangie in such ownership to the Securities
and Exchange Commission and JCN. Specific timeloeesdfor the Section 16(a) filing requirements ééeen established by the Securities
and Exchange Commission. To JCN's knowledge, ali@e16(a) filing requirements applicable to iteedtors, executive officers and ten
percent holders were satisfied during the fiscalynded December 31, 1997.
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Officer Compensation
The following tables set forth the compensatiog@tain executive officers of JCN for the last thfiscal years.

Summary Compensation Table

Lon g-Term
An nual Compensation Compe nsation
Other Annual  Securities Underl ying  All Other

Name and Salary Bonus(a) Compensation Options/SARS Compensation
Principal Position Year (%) %) (%) #) ($)
Barrett Brady, CEO 1997 232,701 150,000 15,861(b) N/A N/A

1996 225,000 144,000 9,857(c) 224,000 N/A

1995 110,000 N/A N/A N/A N/A
Jack Frost, CEO 1995 61,025 N/A N/A N/A 6,975(d)
Lynn L. McCarthy, 1995 87,667(f) 50,000 1,080(f) N/A 5,388(h)
CEO(e)
Edward A. de Avila, 1997 200,000 64,000 10,796(b) 7,500 N/A
Senior Vice President 1996 78,205 20,000 2,850(f) N/A N/A
G. Reid Teaney, Senior 1997 165,000 90,000 9,196(b) 10,000 N/A
Vice President 1996 74,666 40,000 3,300(g) N/A N/A
Mark A. Peterson, 1997 104,000 45,000 7,970(b) 5,000 N/A
CFO 1996 100,000 25,000 4,800(f) N/A N/A
Price A. Sloan, 1997 104,000 45,000 7,194(b) 5,000 N/A
General Counsel and
Secretary

(a) The amount reflects bonus in the year it wasezh All or a portion of the bonus may have beaid n the subsequent year.

(b) Amounts reported as "Other Annual Compensatiori’997 include (1) JCN's matching contributiont$o401K savings plan as follows:
Barrett Brady $5,200, Edward de Avila $3,596, GidRieeaney $1,996, Mark Peterson $3,170 and PricarS$2,394; (2) automobile
allowances as follows:

Edward de Avila $7,200, G. Reid Teaney $7,200, Meterson $4,800 and Price Sloan $4,800; (3) treopal use of company automobile
for Barrett Brady $5,452; and (4) the cost of artouclub membership for Barrett Brady $5,209.

(c) The amount reported reflects the value of pesautomobile use paid to Mr. Brady by JCN andab&t of a country club membership
provided to Mr. Brady by JCN.

(d) The amount reported includes $6,975 paid toRviost as director fees.

(e) The amounts reflected for Mr. McCarthy in 1@bnot attempt to adjust for the value of cashgnagherty received by Mr. McCarthy
pursuant to the Settlement Agreement that resdivedignificant shareholder litigation that occdriie 1995.

(f) The amount reported includes $6,533 deferreMbyMcCarthy and $4,333 contributed by JCN und&N$ 401(k) savings plan.
(g) The amount reported is an automobile allowance.

(h) The amount reported includes $1,050 paid toMaCarthy as director fees and $4,338 paid as premiunder supplemental split dollar
life insurance policies for Mr. McCarthy.
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Outside Director Compensation

Directors attending, whether by telephone or irspey any regular or special meeting of the JCN 8ao#Directors are paid $1,000 per
meeting. Directors who are members of committeah@CN Board of Directors attending, whetherddgghone or in person, any regular or
special meeting of a committee of the JCN BoarBioéctors are paid $500 per meeting. Directors aienalso employees of JCN are not

paid directors' fees.

Options and Stock Appreciation Rights

Percent of
Number of Total
Securities  Options
Underlying Granted to
Options Employees in

Name Granted Fiscal Year

G. Reid Teaney,
Senior Vice President 10,000 36%
Edward de Avila,
Senior Vice President 7,500 28%

Mark A. Peterson, CFO 5,000 18%

Price Sloan,
General Counsel 5,000 18%

Option/SAR Grants in Last Fiscal Year

vidual Grants

Potential Rea
at Assumed A
Market of Stock Price
Price on for Opti
Exercise or Date of = —--emememeee-
Base Price  Grant Expiration
($/Shr) ($/shr) Date 0% ($) 5%

30 46 7/22/07 160,000 449,

30 46 7/22/07 120,000 336,
30 46 7/22/07 80,000 224,

30 46 7/22/07 80,000 224,

Aggregated Option/SAR Exercises in Last Fiscal Yaa FY-End Option/SAR Values

Shares Ac
(#)

Name on Exer

Barrett Brady, CEO 25,00
G. Reid Teaney, Senior Vice President
Edward de Avila, Senior Vice President

Mark A. Peterson, CFO -0-
Price Sloan, General Counsel -0-

Employment Agreements

Val
Number of Underlying
Unexercised Optionsat O
Fiscal Year-End (#) Fis
quired
Value Exercisable/
cise Received ($) Unexercisable

0 1,500,156 79,000/120,000 4,7

-0- 0/10,000
-0- 0/7,500
-0- 0/5,000
-0- 0/5,000

lizable Value
nnual Rates
Appreciation
on Term

292 893,122

969 669,841
646 446,561

646 446,561

ue of Unexercised
In-the-Money
ptions/SARS at
cal Year-End ($)

Exercisable/
Unexercisable
54,512/6,075,000

0/400,000
0/300,000
0/200,000
0/200,000

JCN has an employment agreement with its PresatehtChief Executive Officer, Mr. Barrett Brady. Tpencipal terms of Mr. Brady's
employment agreement provide that for a periodvef years ending on December 31, 2000, Mr. Bra@yl sbceive a base salary of $225,000
per year subject to annual review and adjustmetiteatliscretion of the JCN Board of Directors. Audially, Mr. Brady shall be entitled to
annual incentive discretionary bonus based upoiewgicly goals to be set annually, with an opportutgtearn up to 80% of his base salary as
annual incentive discretionary bonus. Moreover, Bfady shall be entitled to fixed supplementalregtient benefits of $78,000 per year
payable for 15 years commencing upon the earliisoflisability or reaching the age of 60. Suchpdeimental retirement benefits vest at a
rate of 40% on January 1, 1996, 20% on Decembet@§, and 10% annually on December 31st for tlaesy&997, 1998, 1999 and 2000.
Mr. Brady has been granted an option to purchag@g064hares of JCN Common Stock, or their equitasdra price of $.0125 per share,
which option vested 50% on January 1, 1996 andeimaining 50% vested on January 1, 1997. Mr. Bteb/also been granted an option to
purchase 160,000 shares of JCN Common Stock, retheivalent, at a price of $19.375 per share hSations vest at a rate of 10% on
December 31, 1996, 15% on December 31, 1997, aétda?mually on December 31st for the years 19989 Ho@l 2000. Mr. Brady shall be
subject to a confidentiality and non-competitiomegggnent during the term of the agreement and parid of one year after termination.

Mr. Brady's employment agreement provides for taation by JCN for cause, by voluntary resignatibMa Brady, or by JCN without

cause. The agreement also provides Mr. Brady tje td terminate the agreement upon a change in
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control of JCN, which is defined as the acquisitignany entity or affiliated group of 35% or morftlee combined voting power of the
outstanding securities of JCN. Upon terminatiothefagreement by either party as a result of aggahcontrol or by JCN without cause,
Mr. Brady shall be entitled to certain rights, imting, but not limited to, immediate vesting of sttbck options and the right to receive his
salary and normal employee benefits for the lomgdwenty-four months or the remainder of the agrest's term.

JCN has an employment agreement with its Seniog Piesident of Development, Mr. Edward A. de Avilae principal terms of Mr. de
Avila's employment agreement provide that for daqaeof three years ending on August 12, 1999, MrAdila shall receive a base salary of
$200,000 per year subject to annual review andase at the discretion of JCN's Board of Directadslitionally, Mr. de Avila shall be
entitled to an annual incentive discretionary bomuith an opportunity to receive up to 40% of hisbé salary as annual incentive
discretionary bonus. Mr. de Avila's employment agnent provides for termination by JCN for causeydiyintary resignation of Mr. de
Avila, or by JCN without cause. Upon terminatiortlod Agreement by JCN without cause, Mr. de Avilalkbe entitled to certain rights,
including, but not limited to, the right to receikiss annual salary and normal employee benefita fite date of termination until August 12,
1999.

JCN has an employment agreement with its Seniog Piesident, Mr. G. Reid Teaney. The principal teaihMr. Teaney's employment
agreement provide that for a period of three yeading on July 14, 1999, Mr. Teaney shall receibase salary of $160,000 per year subject
to annual review and increase at the discretioiCi's Board of Directors. Additionally, Mr. Teangyall be entitled to an annual incentive
discretionary bonus with an opportunity to receaipeto 60% of his base salary as annual incentisereliionary bonus. Mr. Teaney's
employment agreement provides for termination b 3& cause, by voluntary resignation of Mr. Teanayby JCN without cause. Upon
termination of the Agreement by JCN without calde, Teaney shall be entitled to certain rights]uding, but not limited to, the right to
receive his annual salary and normal employee kisrfedm the date of termination until July 14, 99

JCN has an employment agreement with its Chiefrigia Officer, Mr. Mark

A. Peterson. The principal terms of Mr. Petersemployment agreement provide that for a period#e years ending on December 31,
1998, Mr. Peterson shall receive a base salarnt@®$00 per year subject to annual review and asgrat the discretion of the JCN Board of
Directors. Additionally, Mr. Peterson shall be #éetl to an annual incentive discretionary bonusgahe JCN Board of Directors. Mr.
Peterson's employment agreement provides for tatroimby JCN for cause, by voluntary resignatioiof Peterson, or by JCN without
cause. Upon termination of the Agreement by JCNaeuit cause, Mr. Peterson shall be entitled to irerights, including, but not limited to,
the right to receive his annual salary and normgleyee benefits for a period of not less than veehonths following the date of
termination.

JCN has an employment agreement with its Genenah§€x and Secretary, Mr. Price A. Sloan. The ppialdierms of Mr. Sloan's
employment agreement provide that for a periodadd years ending on March 19, 1999, Mr. Sloarl sbegive a base salary of $100,000
per year subject to annual review and increadeeatliscretion of the JCN Board of Directors. Adatitally, Mr. Sloan shall be entitled to an
annual incentive discretionary bonus set by the Bohrd of Directors. Mr. Sloan's employment agresinpeovides for termination by JCN
for cause, by voluntary resignation of Mr. Sloanby JCN without cause. Upon termination of the é@gment by JCN without cause, Mr.
Sloan shall be entitled to certain rights, inclgdibut not limited to, the right to receive his aahsalary and normal employee benefits for a
period of not less than twelve months following tlee of termination.

Change in Control Agreements

JCN has entered into change in control agreeméittisseveral of its employees to ensure their caihservice and dedication to JCN and
their objectivity in considering on behalf of JCNyaransaction which would result in a change intaad of JCN. Under an agreement with
Mr. Brady, if Mr. Brady's employment is terminateddnot renewed following a change in control (defirtherein to exclude any transaction
approved in advance by Mr. Brady in his capacita asember of the Board), JCN must pay to Mr. Brddkiis base salary and medical,
dental, life, and long-term disability benefitsahgh December 31, 2000 or for twenty-four monthsichvever period is longer, (ii) cause all
stock options to become immediately vested ando@iuse certain supplemental retirement benefitetmme immediately vested. Mr. Brady
also has the right to voluntarily terminate empleyrinduring the period of six months following a rbe in control and receive the same
benefits. At his current compensation level, treulting benefit to Mr. Brady would be approximaté#,215,783.

Under agreements with Messrs. Cook, de Avila, Dj¥aox, Peterson, Sloan, Stephenson and Teaney antfidietti, during the twenty-four
month period after a change in control, the emptayeuld be entitled to receive a lump-sum cash garand certain insurance benefits if
such employee's employment were terminated by J@#r ¢than for cause or by
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such employee for good reason (as defined thetgpgn such termination, JCN must make a lump-swsh payment to the employee, in
addition to any other compensation to which the leyge is entitled, of (i) two (or three times iretbase of Messrs. de Avila, Peterson, Sl
and Teaney) such employee's base salary, (ii) auanequal to the employee's base salary multifiesuch employee's management
incentive bonus target participation level percgatand

(iii) cause all stock options to become immediatadgted. JCN must also maintain medical and damarance coverage for the employee
and his or her dependents, on the same or sulatasimilar terms and conditions that existed inciiagely prior to the termination, for
eighteen months. At current compensation levetsfaliowing employees would receive the followingpaoximate amounts: de Avila,
$1,019,610; Peterson, $618,260; Sloan, $618,2@DTaaney, $1,016,171. JCN must also pay any etaspayments required to be withh
under the Internal Revenue Code from any paymeaterto the employee.

Stock Option Plan

The Board of Directors of JCN on March 28, 1996pdd the 1996 Stock Option Plan (the "JCN Plaré] gllowed the granting of stock
options to eligible plan participants. The JCN hatders approved the JCN Plan at their 1996 armaating on May 29, 1996. An
amendment and restatement of the JCN Plan was\aggpsoubsequently by the Board of Directors to otftecent changes in the federal
securities regulations relevant to the JCN Pla® JBN Plan authorizes the Board to issue up tdd@8Ghares of JCN Common Stock. If an
option granted under the JCN Plan expires or is@lad without having been exercised or vestedshiaees subject to the unvested and
canceled options will be available thereunder tdrsequent grants of options. The type, amountcanditions of any options granted under
the Plan are determined by the compensation coemnitr such other committee as the JCN Board @&diirs determines.

Compensation Committee Report on Executive Compentan

Compensation Philosophy. JCN's executive compemsptiogram is designed to provide fair compensdtoexecutives based on their
performance and contribution to JCN and to prourentives that attract and retain key executiiresill a long-term commitment to JCN
and develop pride and a sense of Company owneiahip,a manner consistent with shareholder irgisteGiven these objectives, the
executive officers' compensation package includiesapily two elements: (i) base salary, which igiesved annually; and (ii) incentive
compensation consisting of stock options and baiuse

Annual adjustments to the base salaries of JCN'swtives are based on JCN's performance duringréeeding fiscal year and upon a
subjective evaluation of each executive's individatribution to that performance. In evaluatingrall performance of JCN, the primary
focus is on JCN's financial performance for thery@aditionally, certain intangible criteria, inaing whether JCN achieved strategic goals
and conducted its operations in accordance witlstdwedards of business expected of JCN by its kblters and the community in which it
operates, may also be considered.

Stock options are likely to be granted annuallthie future as additional compensation in an effofink each executive's future
compensation to the long-term financial succeskoM, as measured by stock performance. The totabauof options awarded each
executive will be based on an evaluation of thégoerance of each executive under considerationowithegard to the number of options
held by or previously granted to each executive.

Compensation of the Chief Executive Officer. Far tiscal year ending December 31, 1997, BarrettlgrdCN's Chief Executive Officer,
received a bonus of $150,000. Mr. Brady's bonusheasd on a subjective valuation that consideregait, JCN's financial performance for
the fiscal year as well as the implementation cfibess strategies established by the JCN Boardre€tors.

This report has been issued over the names ofreantber of the compensation committee, Thomas hefull, Chairman, and Mark C.
Demetree.
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Performance of JCN Common

Prior to 1997 JCN did not have a class of stocksteged under the Securities Exchange Act of 188res of JCN Common have been
traded in the over-the-counter market through ibteker bulletin board trading under the symbol MBB." Trading prior to March 31,
1996 was very infrequent. The graph set forth batompares the yearly percentage change in cumelstockholder return of JCN's shares
of common stock since March 31, 1996 against tmeutative return of the NASDAQ Stock (U.S.), and greup of publicly held companies
sharing JCN's Standard Industrial Code: 6552 -d&idters and Developers (the "Peer Group Indexiecing the same time period. The
graph is based on $100 invested on March 31, I89&;N Common, the NASDAQ Stock (U.S.), and therRa®up Index, each assuming
dividend reinvestment.

(Performance Graph appears here. See the tabl bmiplot points.)

3/31/96  6/30/96  9/30/9 6 12/31/96 3/31/97  6/30/97 9/30/97 12/31/97
J.C. Nichols 100.00 160.00 143.28 143.28 160.00 152.84 243.58 334.33
NASDAQ - Total US 100.00 96.79 93.61 98.05 85.37 96.70  115.37 104.12
Peer Group Index  100.00 107.41  110.37 115.56 109.69 129.76  151.30 141.76
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Security Ownership of Certain Beneficial Owners andManagement

Table A describes the security ownership of ceft@neficial owners, while Table B describes thaisgcownership by management as of
April 27, 1998.

TABLE A -- Beneficial ownership of those owning neathan five percent of the outstanding shares df @@mmon

Amount and
Nature of Percentage of
Name of Beneficial Outstanding
Beneficial Owner Address of Beneficial Owner Ownership Shares
INTRUST Bank, N.A., trustee of the J.C. Nichols
Company Employee Stock Ownership Trust IN TRUST Bank, N.A. 1,390,003(a) 30.1%
At tn: Scott Rankin
40 00 Somerset Drive
Pr airie Village, KS 66208
Stephen Feinberg 45 0 Park Avenue, 28th Floor 660,897(b) 14.3%
Ne w York, NY 10022
The Miller Nichols Living Trust Mi ller Nichols, Jeannette Nichols 567,095(c) 12.3%
an d Clarence Roeder, Trustees
40 0 West 49th Terrace
Al ameda Towers
Ka nsas City, MO 64112
Kay N. Callison Ka y N. Callison 277,440(d) 6.0%
55 Lemans Court
Sh awnee Mission, KS 66208

(@) All 1,390,003 shares are owned by the ESOTaaadheld in the record name of INTRUST's nomingan3co & Company. INTRUST
Bank, N.A. and Transco & Company disclaim benefioianership of all such shares.

(b) 160,957 shares are owned by Cerberus Partnérs,a partnership organized under the laws oé®ate ("Cerberus"). 173,220 shares are
owned by Cerberus International, Ltd., a corporaticganized under the laws of the Bahamas ("Intemmal"). 74,500 shares are owned by
Ultra Cerberus Fund, Ltd., a corporation organiaeder the laws of the Bahamas ("Ultra"). Mr. Feirgjgossesses sole voting and investi
control over all securities owned by Cerberus,riméonal and Ultra. In addition, 252,220 sharesawned by various other persons and
entities for which Stephen Feinberg possessesiténtzestment authority.

(c) Shares reflected include shares beneficiallpenhby the Miller Nichols Living Trust. Miller Nialls and Clarence Roeder, Chairman
Emeritus and Director of JCN, respectively, and B&anette Nichols are trustees of the Miller NisHaling Trust, none of whom have sole
voting or investment powers.

(d) Ms. Callison is a director of JCN. Of the slsareported by Ms. Callison, 114,040 are held irtligily by Ms. Callison and she has sole
voting and investment power over such shares. Aaditly, 37,640 shares are held in trusts for whith Callison's spouse has sole voting
and dispositive power. Ms. Callison is the trusted has sole investment and voting power for a fonghe benefit of her daughter, Elizab
Callison. Such trust holds 40,800 shares. Ms. €allis the co-trustee with her son, Mark Callisorg shares investment and voting power
for a trust for the benefit of Mark Callison. Sucbst holds 62,480 shares. Ms. Callison is co-¢istith Ann Nichols and UMB Bank, N.A.
of Kansas City of the Nancy Nichols Lopez Trustjeihowns 7,680 shares. Ms. Callison, Ms. Nichold BiVIB Bank share investment and
voting power over such shares. Ms. Callison isciivrustee with Commerce Bank of the Miller Nich®lsist, which owns 14, 800 shares for
the benefit of Ms. Ann Nichols. Ms. Callison andfifaerce Bank share investment and voting power sweh shares.
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TABLE B -- Management Ownership

Amount and Nature of

Percentage of

Name, Title Beneficial Ownership Outstanding Shares
Barrett Brady, Director, President and Chief Execut 122,672(a) 2.6%
Price A. Sloan, General Counsel and Secretary ..... 2,550(b) *

G. Reid Teaney, Senior Vice President ............. 2,600(c) *
Mark A. Peterson, Vice President, Treasurer and Chi 1,300(d) *
Edward A. de Avila, Senior Vice President ......... 1,500(e) *
Clarence Roeder, Director ..............ccccee. 567,095(f) 12.3%
Kay N. Callison, Director ......... 277,440(g) 6.0%
William K. Hoskins, Director ........ 2,240 *
Thomas J. Turner, lll, Director 1,500 *
Beneficial Ownership of Directors and Executive Off ~ icers as a Group ......... 978,897 21.2%

* Less than one percent.

(a) Of the 122,672 shares reported by Mr. Brad§6@ shares are held individually by Mr. Brady'sisgm Mr. Brady disclaims beneficial
ownership of such shares. Additionally, sharesotéld as beneficially owned by Mr. Brady include08, shares held by the Fred Brady Trust
dated December 5, 1985. Mr. Brady is a Trusteeich $rust and has sole voting and investment pawer such shares. An additional 79,000
shares reported by Mr. Brady are attributable tarsexercised but vested stock option from JCN.

(b) Of the 2,550 shares reported by Mr. Sloan,a®bheld individually by Mr. Sloan and 300 are hieldividually by Mr. Sloan's spouse.
Additionally, 500 shares are held in a life insuratrust for the benefit of Mr. Sloan's spouse. $loan does not have voting or investment
power over the shares held by the trust and dissléeneficial ownership of such shares. An addifidr000 shares reported by Mr. Sloan
attributable to an unexercised but vested stocionfitom JCN.

(c) Of the 2,600 shares reported by Mr. Teaney,&8@Cheld individually by Mr. Teaney's spouse. Adiional 2,000 shares reported by Mr.
Teaney are attributable to an unexercised but desteek option from JCN.

(d) Of the 1,300 shares reported by Mr. Peters@@(Lshares are attributable to an unexerciseudsied stock option from JCN.
(e) All of the shares reported by Mr. de Avila at&ibutable to an unexercised but vested stoclooftom JCN.

(f) All 567,095 shares reported by Mr. Roeder afel by the Miller Nichols Living Trust. Mr. Roedévls. Jeannette Nichols and Mr. Miller
Nichols, Chairman Emeritus, are-trustees of the Miller Nichols Living Trust. Mr. Bder does not have sole voting or investment pofee
such shares. Mr. Roeder disclaims all beneficiatenship of such shares.

(g) Ms. Callison is a director of JCN. Of the slsareported by Ms. Callison, 114,040 shares areihdididually by Ms. Callison and she has
sole voting and investment power over such shawditionally, 37,640 shares are held in trustsvibich Ms. Callison's spouse has sole
voting and dispositive power. Ms. Callison is thestee and has sole investment and voting powex farst for the benefit of her daughter,
Elizabeth Callison. Such trust holds 40,800 shaviss.Callison is co-trustee with her son, Mark Galh, and shares investment and voting
power for a trust for the benefit of Mark Callis@uch trust holds 62,480 shares. Ms. Callisonisustee with Ann Nichols and UMB Bank,
N.A. of Kansas City of the Nancy Nichols Lopez Tirwshich owns 7,680 shares. Ms. Callison, Ms. Nistemd UMB Bank share investme
and voting power over such shares. Ms. Callisahasco-trustee with Commerce Bank of the Miller iNits Trust, which owns 14,800 shares
for the benefit of Ms. Ann Nichols. Ms. Callisonca@ommerce Bank share investment and voting power such shares.

Certain Relationships and Related Transactions

Mr. Thomas J. Turner, Il is a Director of JCN dagresident and principal shareholder of Charterefican Mortgage Company, a business
that prepares and presents mortgage loan appheatioinstitutional mortgage lenders. Charter AcaiMortgage Company has from time
time been asked to provide services to JCN, andlkN\bbtained loans as a result of loan applicatiaken by Charter American Mortgage
Company. Such loans were obtained by JCN at ram@petitive with the rates charged by other mortdagders. Charter American Mortg:
Company has earned approximately $145,875 in gteyéar in loan origination fees on mortgage finagobtained by JCN as a result of
services provided by Charter American Mortgage Camyp
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Mr. C. Q. Chandler, Ill is a director of JCN andhlso chairman of the board of directors and aifsaggmt shareholder of INTRUST.
INTRUST received payments of fees from the ESOdlileg $114,480 during 1997 for serving as trusteth® ESOT. The fee was
determined based on a percentage of assets irSthd E

On January 29, 1997, JCN purchased all outstargtiages of JCN Common owned beneficially and ofneeby AHI. Additionally, Mr. John
Simon and Mr. James W. Quinn, who are affiliatethwtiHI, resigned as directors of JCN. JCN paid aberstion of $27.25 per share, or a
total of $25,856,980 for the 948,880 shares of fzhmon owned by AHI. At the closing, JCN delivetedAHI $12,809,880 in cash (plus
eight percent (8%) interest per annum from Jan&ry 997 to January 29, 1997 in an amount totéiB®@307). JCN also executed a
promissory note in the amount of $12,989,600 (whéftects a $57,500 reduction for certain expendeesgring interest at a rate of eight
percent (8%) per annum with interest accruing conuimg on January 15, 1997. That promissory noseésired by the pledge of a mortgage
receivable and real property. The purchase pricthfostock held by AHI was based on a negotiatagt pvithin the range of trades in the
fourth quarter of 1996, which trades were betweZh@ and $31.06 per share. The transaction wastinggfl on behalf of JCN over a
number of months by management of JCN, with inparnfthe JCN Board of Directors. The transaction w@animously approved by the
JCN Board of Directors without the participationhdf. Simon or Mr. Quinn.

MANAGEMENT AND OPERATION OF HIGHWOODS AFTER THE MER GER

Upon the consummation of the Merger, the execufiieers and directors of Highwoods shall continaeerve for the balance of their
unexpired terms or their earlier death, resignatioremoval. In addition, it is expected that BetrBrady will become a senior vice president
of Highwoods and the Highwoods Board of Directoils be expanded to include one independent diresttected by the JCN Board of
Directors.

Barrett Brady, age 51, has been serving as PrasagenChief Executive Officer of JCN since Septendiel995. Mr. Brady has served as a
director of JCN since December 1995. For more thanyears prior to joining JCN, Mr. Brady servesiRresident of Dunn Industries, Inc.,
an investment holding company in the primary bussna regional commercial and industrial generaki@eting. Mr. Brady is also a director
of North American Savings Bank.

ANTICIPATED EFFECTS OF THE MERGER ON
RESULTS OF OPERATIONS, LIQUIDITY AND CAPITAL RESOUR CES

As a result of the Merger, Highwoods expects tcegigmce a significant increase in net income abeléo Highwoods Common as well as
increase in total revenues, property and maintanarpenses, real estate taxes and insurance, fyroperagement expenses, depreciation
expense, interest expense and general and admiivistexpenses.

Also in connection with the Merger, Highwoods exgeao assume liabilities for financial statementgmses of approximately $250 million.
Because of the cash election option available té 36areholders and the varying exchange ratioarMbrger, Highwoods cannot estimate
how many shares of Highwoods Common will be issuretthe amount of cash to be paid as consideratioine Merger. No more than 40% of
the total Merger consideration, however, will beash. If the maximum amount of cash is paid, tleeddr consideration will consist of
approximately $126 million in cash and approximaebB2 million shares of Highwoods Common. If thaximum number of shares of
Highwoods Common is issued, the Merger consideratidl consist of approximately 9.86 million shamefsHighwoods Common and no
cash. Highwoods also expects to incur approxima&#/5 million in related Merger costs. Highwooagects to fund the cash portion of the
purchase price and the Merger expenses througbwimigs under its Revolving Loans. After the closafghe Merger, Highwoods will
terminate JCN's line of credit facility but will stbnue to maintain Highwoods' Revolving Loans. Higlods and the Highwoods Operating
Partnership may also guarantee or assume debttbtig of JCN.

Highwoods expects to meet its short-term liquidédguirements including capital expenditures retatmmaintaining its existing properties
and JCN's properties generally through its workiapital, net cash provided by operating activitied borrowings under Highwoods'
Revolving Loans. Highwoods considers its cash plediby operating activities to be adequate to mgetating requirements and payments
of distributions. Highwoods also expects to meetdhg-term liquidity requirements, such as scheduhortgage debt maturities, reduction of
outstanding amounts under its line of credit, propacquisitions, financing of construction and eleypyment activities related to JCN and
capital improvements through the issuance of unselcnotes and equity securities including additi@@mmon Units as well as from
undistributed FFO and proceeds received from thpadiition of certain properties.
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COMPARISON OF RIGHTS OF SHAREHOLDERS

Highwoods is a Maryland corporation subject tophavisions of the MGCL. JCN is a Missouri corpooatsubject to the provisions of the
GBCL. The JCN Shareholders, whose rights as shitetsocurrently are governed by Missouri law, tB®&JArticles and the JCN Bylaws,
will become shareholders of Highwoods to the extieay receive shares of Highwoods Common upon consation of the Merger; their
rights as Highwoods shareholders will then be goeeéby Maryland law, the rules of the NYSE, thehgods Articles and the Highwoods
Bylaws.

Discussed below are the differences between tihesrigf JCN Shareholders and holders of Highwoodsi@on that are material to a JCN
Shareholder's investment decision with respediederger.

Election of Directors

Highwoods: The Highwoods Board of Directors is dadl into three classes, and the directors areeeldst classes to thrgear terms, so th
approximately one-third of the directors of Highwisowill be elected at each annual meeting of Highdgoshareholders. The election of a
director requires the vote of a plurality of albsés cast.

JCN: Like Highwoods, the JCN Board of Directorsligided equally into three classes with one cldsdirectors being elected at each annual
meeting of the JCN Shareholders. However, JCN $lbtders elect the JCN Directors through cumulativéng, pursuant to which each
share of stock eligible to be cast entitles itsleoko cast as many votes as there are directds ébected, and to cast all of such votes for the
same candidate.

Removal of Directors

Highwoods: A director of Highwoods may only be remd from office for cause and only by the affirmativote of two-thirds of the shares
of capital stock of Highwoods entitled to vote lire telection of directors, voting together as a grétor the purposes of the removal of a
director, "cause" means the willful and continufaikire to substantially perform or willful grossisnonduct that demonstrably and materi
harms Highwoods.

JCN: The JCN Bylaws permit a director to be remawgdhe affirmative vote of (i) the holders of ajoréty of the shares of JCN Common at
an annual meeting or a special meeting calledhfatr purpose or (ii) a majority of the members &f SICN Board of Directors if the JCN Bo
of Directors is of the opinion that such directasstviolated his fiduciary duties, engaged in aaregdted director transaction without fully
informing the JCN Board of Directors or personahgaged in any transaction involving corporate ergypthat was not fully disclosed to the
JCN Board of Directors and was not fair to JCN. #iddally, since JCN elects directors through cuative voting, if less than the entire J(
Board of Directors is to be removed, no one ofdinectors may be removed if the votes cast aghisstemoval would be sufficient to elect
him if then cumulatively voted at an election of tentire JCN Board of Directors or at an electibthe class of directors of which he is a
part.

Indemnification and Liability of Directors and Offi cers

Highwoods: Under the MGCL, a corporation may indéynits officers, directors, employees or agentsdrpenses, judgments or settlements
actually and reasonably incurred by them in coriaratith suits and other legal proceedings, un{ggbe act or omission was material to
matter giving rise to the proceeding and either e@amitted in bad faith or was the result of actwel deliberate dishonesty; (ii) the person
actually received an improper personal benefit anay, property or services; or (iii) in the casaony criminal proceeding, the person had
reasonable cause to believe that the act or omisgas unlawful. Regardless, indemnification maymade to such persons in connection
with a proceeding by or in the right of the corgimma in which the person seeking indemnificatiorfioigsnd liable to the corporation or in any
other proceeding in which the director is foundbléafor receiving an improper personal benefit. Highwoods Articles provide that it shall
indemnify its directors and officers to the fulltent permitted by the MGCL and its other employ@ed agents to the extent permitted by law
if so authorized by the Highwoods Board of Direstor the Highwoods Bylaws. The Highwoods Articleside that no subsequent
amendment or repeal of the Highwoods Articles divalt or eliminate the benefits provided underiitdemnification provisions with respect
to any act or omission that occurred prior to saictendment or repeal.

The MGCL permits a corporation to include in itadier provisions expanding or limiting the liabjlibf directors and officers to Highwoods
or its shareholders for money damages, so long@s@ovisions do not limit the liability of direarss or officers (i) for the amount of any
improper benefit or profit in money, property ongees actually received or (ii) to the extent tagidgment or other final adjudication
adverse to the director or officer based on a figdn the proceeding that the person's actionaiture to act, resulted from active and
deliberate dishonesty and was material to the
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causes of action adjudicated in the proceeding.Highwoods Articles limit the liability of directsrand officers to the fullest extent allowed
by the MGCL and also state that no amendment @alegf the Highwoods Articles shall limit or elinaite this limitation on liability with
respect to any act or omission occurring beforeathendment or repeal.

JCN: The GBCL authorizes a Missouri corporatiointbemnify a director, officer, employee or agentdotually and reasonably incurred
expenses in connection with suits and other legadgedings, if (i) such person acted in good fgdithsuch person acted in a manner
reasonably believed to be in or not opposed td#st interests of the corporation, and (i) wiéspect to any criminal action or proceeding,
such person had no reasonable cause to beliecermisict was unlawful. No indemnification may be eduowever, in respect of any claim
by or in the right of the corporation as to whicltls person was adjudged to be liable for negligemeaisconduct in the performance of his
duties to the corporation unless and to the exttexttthe court in which the action or suit was lgitdetermines upon application that, des
the adjudication of liability and in view of alleéhcircumstances of the case, such person is fidyreasonably entitled to indemnity for the
expenses that the court deems proper. A corporatimnmay give any further indemnity to any suctspa, if such further indemnity is either
(i) authorized, directed or provided for in thei@dés of incorporation of the corporation or (8)authorized, directed or provided for in any
bylaw or agreement of the corporation that has laelpted by a vote of the shareholders of the catjpm; provided that no such indemnity
shall indemnify any person from or on account aftsperson's conduct that was finally adjudged ie@tzeen knowingly fraudulent or
deliberately dishonest or to have engaged in witlfisconduct. The JCN Bylaws provide that JCN widemnify its directors and officers
who are or would be a party to any proceeding, fadredr not in right of the corporation, as a resfisuch person's service to or at the rec
of JCN, against expenses (including attorneys)f@@dgments, fines and settlement amounts paidaurred by him, except if such person is
finally adjudged to have been knowingly fraudulentieliberately dishonest or to have engaged iliulihisconduct. Additionally, the JCN
Bylaws permit the JCN Board of Directors to indefyiiis employees and agents to a similar extent.

The GBCL does not contain any provisions allowing limitation of liability of a director or officeiThe JCN Bylaws do, however, limit the
liability of any director or officer of JCN on aagwt of any action taken or omitted as a directooféicer of JCN or any other corporation at
the request of JCN, if such person (i) exercisedi@nt care and skill under the circumstances pa¢tied or did not act upon the advice of
corporate counsel which such person had no reakogetunds to disbelieve.

Insofar as indemnification for liabilities arisinmpder the Securities Act may be permitted to dinesstofficers or persons controlling JCN or
Highwoods pursuant to the foregoing provisionghimopinion of the Commission, such indemnificatioagainst public policy as expressed
in the Securities Act and is therefore unenforoeabl

General Provisions Affecting Change of Control

Highwoods: The MGCL provides that, unless a corfionés articles of incorporation or bylaws provigkherwise, certain business
combinations, including mergers, consolidationsyslexchanges and transfers of assets, requispgreval of two-thirds of the shares
entitled to vote thereon. However, the Highwood8ddes provide that, notwithstanding the foregoisgch business combinations may be
taken by the affirmative vote of the holders of ajonity of the total number of shares of capitalcktentitled to vote, voting as a class.
Additionally, under the MGCL, shareholder approgahot required for business combinations in whitipghwoods would be the surviving
corporation in the merger and (i) the merger dadseclassify or change the surviving corporatianitstanding stock or otherwise amend its
charter and

(i) the number of shares of stock of the survivamgporation to be issued or delivered in connactiith the merger does not exceed 20% of
the number of shares of the same class or serieanding immediately prior to the merger. The NY&$b requires shareholder approval as
a prerequisite to listing shares to be issued itamemergers or other acquisition transactionduiging any transaction that would result in
present or potential increase of 20% or more irtitstanding shares of common stock of the acquiorporation.

JCN: The GBCL provides that certain business coathins, including mergers and consolidations, negtie approval of the holders of two-
thirds of all outstanding shares entitled to vbieréon. The JCN Articles and JCN Bylaws do not irecpiherwise.

Voting Rights of Control Shares

Highwoods: The MGCL provides that "control sharastjuired in a control share acquisition have nangatights except to the extent
approved by a vote of two-thirds of the sharehaldexcluding shares owned by the acquiror, by effior by directors who are also
employees of Highwoods. "Control shares" are vosingres of stock that, if aggregated
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with all other such shares of stock previously aegliby the acquiror or for which the acquiror ideato exercise or direct the exercise of
voting power, would entitle the acquiror to exeeci®ting power in electing directors in excessmé-fifth, one-third or a majority of all
voting power. The Highwoods Bylaws exempt Highwotrdsn the control share acquisition provision of 1GCL. Because the Highwoods
Bylaws may be amended by the Highwoods Board aféddars without shareholder approval, the Marylamatiol share statute may still have
the effect of increasing the difficulty of complagia change of control transaction.

JCN: The GBCL contains "control share acquisitiprovisions similar to those of the MGCL. In Misspw@an acquiror of a corporation
subject to the GBCL's control share acquisitiorvigions would not be able to vote control shardssmcertain disclosure requirements are
satisfied and the retention of voting rights bytssbareholder is approved by at least a majorishafes entitled to vote and a majority of all
non-interested shares entitled to vote. The JCitlag exempt JCN from the control share acquisipimvisions of the GBCL.

Business Combinations with Interested Shareholders

Highwoods: The MGCL establishes special requiresaiith respect to business combinations betweelylstadt corporations and interested
shareholders unless exemptions are applicableird@résted shareholder” is generally any holdeiQ8% or more of the voting power of the
outstanding voting stock of the corporation. Amatiger things, the MGCL prohibits for a period ofdiyears a merger and other specified or
similar transactions between a company and aneistied shareholder and requires a supermajorityfeosich transactions after the end of
the fiveyear period. The Highwoods Articles contain a psavi exempting Highwoods from the requirements @nodisions of the Marylan
business combination statute. There can be noassithat such provision will not be amended oeaéga at any point in the future. If the
foregoing exemption in the Highwoods Articles isearded, the Maryland business combination statutldmve the effect of discouraging
offers to acquire Highwoods and of increasing tifecdlty of consummating any such offer.

JCN: The GBCL contains provisions regulating a breenge of business combinations, such as a mergemsolidation, between certain
Missouri corporations and an "interested sharembdlgehich is generally defined as any owner of 26@4nore of the corporation's stock) for
five years after the date on which such sharehdddeame an interested shareholder, unless, ambagtbings, the stock acquisition that
caused the person to become an interested shageld approved in advance by the corporation'sdbafedirectors. This so-called "five-
year freeze" provision is effective even if all ferties should subsequently decide that they Wwigingage in a business combinati
Following the five-year period, a corporation caneoter into a business combination with an intexceshareholder unless the holders of a
majority of the outstanding shares not beneficiallyned by an interested shareholder or an assawiatiiliate of an interested shareholder
approve the business combination or the busineabioation satisfies certain price and procedurqlirements. JCN is governed by the
Missouri interested shareholder statute.

Ownership Limitations and Restrictions on Transfers

Highwoods: For Highwoods to remain qualified aseEl' Runder the Code, not more than 50% in valuésobutstanding shares of capital
stock may be owned, directly or indirectly, by fieefewer individuals during the last half of aalke year, and such shares must be
beneficially owned by 100 or more persons. To enshat Highwoods remains a qualified REIT, the kigbds Articles provide that no
holder (other than persons approved by the dire@btheir option and in their discretion) may ownpe deemed to own by virtue of the
attribution provisions of the Code, more than 9 @& "Ownership Limit") of the issued and outstangdcapital stock of Highwoods. The
Highwoods Board may waive the Ownership Limit ifdance satisfactory to the Highwoods Board of Dimes and Highwoods' tax counse
presented that the changes in ownership will rigedize Highwoods' status as a REIT.

If any shareholder purports to transfer sharesgeraon and either the transfer would result inhiigods failing to qualify as a REIT, or the
shareholder knows that such transfer would cawsg&dnsferee to hold more than the Ownership Lithé,purported transfer shall be null :
void, and the shareholder will be deemed not teeheansferred the shares. In addition, if any petsadds shares of capital stock in excess of
the Ownership Limit, such person will be deemetdlul the excess shares in trust for Highwoods, watl receive distributions with respec
such shares and will not be entitled to vote sinettess. The person will be required to sell suchesheo Highwoods or to sell such shares at
the direction of Highwoods, in which case Highwoedl be reimbursed for its expense in connectiathvihe sale and will receive any
amount of such proceeds that exceeds the amoumfpguson paid for the shares. If Highwoods repwsebauch shares, it may pay for the
shares with Common Units. The foregoing restricion transferability and ownership will not apdlyhie Highwoods Board of Directors a
the shareholders (by the affirmative vote of thielas of two-thirds of the
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outstanding shares of capital stock entitled t@wot the matter) determine that it is no longghabest interest of Highwoods to continue to
qualify as a REIT.

All certificates representing shares of Highwoodsr@hon bear a legend referring to the restricticzscdbed above.

Every beneficial owner of more than 5% (or suchdoywercentage as required by the Code or regutatimreunder) of the issued and
outstanding shares of capital stock must file ateminotice with Highwoods no later than Januarh 3 each year, containing the name and
address of such beneficial owner, the number afeshaf capital stock owned and a description of blmsvshares are held. In addition, such
shareholder shall be required upon demand to disdtw Highwoods in writing such information as Higiods may request in order to
determine the effect of such shareholder's diredirect and constructive ownership of such sharethe Highwoods' status as a REIT.

These ownership limitations could have the effégrecluding acquisition of control of Highwoods aythird party.
JCN: JCN has no similar ownership limitations atrietions on transfer.
Operating Partnership Agreement

Highwoods: The Highwoods Operating Partnership Agrent provides that Highwoods may not engage itaicechange of control
transactions without the approval of the holdera ofajority of the outstanding Common Units. Shddighwoods ever own less than a
majority of the outstanding Common Units, this agtrequirement might delay, defer or preclude ajuisition or change in the control of
Highwoods. As of March 31, 1998, Highwoods ownegdragimately 83% of the Common Units.

The Highwoods Operating Partnership Agreement@isains provisions (the "Unit Protection Provig9rrelating to a limited partner's
redemption right in the event of certain changesouwitrol of Highwoods and under certain circumsgsnallows for limited partners to
continue to hold Common Units in the Highwoods @gieg Partnership following such a change of cdnthereby maintaining the tax basis
in their Common Units. The covered changes of cbifgach, a "Trigger Event") are: (i) a merger ilvirmy Highwoods in which Highwoods
is not the surviving entity; (ii) a merger involgmiHighwoods in which Highwoods is the survivor hiltor part of Highwoods' shares are
converted into securities of another entity orrigét to receive cash; and

(iii) the transfer by Highwoods to another entifysabstantially all of the assets or earning poefdiighwoods or the Highwoods Operating
Partnership.

Upon occurrence of a Trigger Event, the rights ifnited partner to receive a share of Highwoodsn@mn (a "REIT Share") or cash eque
the fair market value of a REIT Share upon redeomptif a Common Unit is converted into the rightaoeive a share (a "Replacement
Share") or cash equal to the fair market valuecthieof the acquiror or a parent of the acquiroth& acquiror does not have publicly traded
securities and a parent of the acquiror does, tibdigly traded equity securities of the parent tgntiith the highest market capitalization will
be the Replacement Shares. If neither the acqunaoany parent has publicly traded equity secuitiiee Replacement Shares will be the
equity securities of the entity with the highestrkea capitalization. The number of Replacement &h#o be received by a limited partner (or
to be used to calculate the cash payment due) apedemption of Common Units shall be equal tontih@ber of REIT Shares issuable prior
to the Trigger Event multiplied by (i) the numbédmReplacement Shares the holder of a single REAr&Stvould have received as a result of
the Trigger Event or, if the Replacement Shareg mii been publicly traded for one year, (ii) afian, the numerator of which is the
Average Trading Price (as defined in the HighwoOgerating Partnership Agreement) of a REIT Shamf &se Trigger Event and the
denominator of which is the Average Trading Prita &eplacement Share as of the Trigger Event.

If the acquiror in a Trigger Event is a REIT, it stunake provision to preserve an operating partigstructure with terms no less favorable
to the limited partners than currently in placeattdition, the Highwoods Operating Partnership Agrent provides that, if a distribution of
cash or property is made in respect of a ReplaceBteare, the Highwoods Operating Partnership usliritbute the same amount in respec
a Common Unit as would have been received by adirpartner had such partner's Common Units besensed for Replacement Shares
prior to such distribution.

Because the Highwoods Operating Partnership Agreemquires an acquiror to make provision undetagecircumstances to maintain the
Highwoods Operating Partnership structure and raarg limited partner's right to continue to holdn@mon Units with future redemption
rights, the terms of the Highwoods Operating Pastnip Agreement could also have the effect of disaging a third party from making an
acquisition proposal for Highwoods.

The Unit Protection Provisions may only be waivedmended upon the consent of limited partnersihgldt least 75% of the Common
Units (excluding those held by Highwoods).
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JCN: Unlike Highwoods, JCN is not an umbrella parship REIT and therefore has no correspondingatiper partnership agreement.
Shareholders' Rights Plan

Highwoods: On October 4, 1997, the Highwoods BadrDirectors adopted a Shareholders' Rights Plandaclared a distribution of one
preferred share purchase right (a "Highwoods R)dgbt'each outstanding share of Highwoods Commde. Highwoods Rights were issued
on October 16, 1997 to each shareholder of recolioh date and are issued with each new issudmtigtovoods Common after such date
and before such time that a person or group hasracobeneficial ownership of 15% or more of théstanding Highwoods Common. The
Highwoods Rights have certain anti-takeover effethe Highwoods Rights will cause substantial dilutto a person or group that attempts
to acquire Highwoods on terms not approved by tighwoods Board of Directors. The Highwoods Riglitsidd not interfere with any
merger or other business combination approved &yighwoods Board of Directors since the HighwoRitshts may be redeemed by
Highwoods for $.01 per Highwoods Right prior to thee that a person or group has acquired benktieiaership of 15% or more of the
outstanding Highwoods Common.

JCN: On July 25, 1997, the JCN Board of Directatsped a shareholders' rights plan and declaréddedd of one common stock purchase
right (a "JCN Right") for each outstanding shard@N Common. The JCN Rights were issued to eachSi@ixeholder of record on July 28,
1997. The JCN Rights provide an incentive to angiptial bidders to negotiate with the JCN Boardokctors before attempting an
acquisition of control of JCN and to discourageetaker tactics. The JCN Rights should not interfeita any merger or other business
combination approved by the JCN Board of Direcginge the JCN Rights may be redeemed by JCN fdr 0 JCN Right prior to the time
that a person or group has acquired beneficial ostiye of 15% or more of the outstanding JCN Common.

Dissenters' Rights of Appraisal

Highwoods: The MGCL eliminates dissenters' righithwespect to shares of any class or series okdisted on a national securities
exchange. Holders of Highwoods Common do not hassedters' rights with respect to the Highwoods @om because the Highwoods
Common is listed on the NYSE.

JCN: The GBCL provides that a shareholder who c@aplith applicable statutory procedures is ertitiereceive fair value for his or her
shares if the shareholder dissents from certams#éetions, including a merger or consolidationispakition of all or substantially all of the
assets of a corporation, or a share exchange. |8idegs also have dissenters' rights with respecettain amendments that materially and
adversely affect a dissenter's shares as wellyasa@porate action taken pursuant to a sharehelaterto the extent that the articles of
incorporation or bylaws or a resolution of the labaf directors provides that voting or non-votitgeeholders are entitled to dissent and
obtain payment for their shares. JCN Shareholdasfallow certain procedures are entitled to exsr¢heir dissenters' rights in the Merger.
See "The Merger -- Appraisal Rights."

Dividends

Highwoods: Under the MGCL, Highwoods may pay divide only to the extent that, after giving effecthie dividend payment, Highwoods
would be able to pay its indebtedness as it becalmesn the usual course of business and Highwdtotdd'assets would be at least equal to
the sum of its total liabilities plus the amourdittivould be needed to satisfy any liquidation pesfees.

JCN: The GBCL provides that a board of directordess its articles of incorporation provide othexyimay not declare or pay a dividend
when the net assets of the corporation are bestdted capital or such payment would cause thassets of the corporation to be below its
stated capital.

Special Meetings

Highwoods: A special meeting of the shareholdendighwoods may be called by the Chairman of therBothe Highwoods Board of
Directors, the President or at the request of $tmdders entitled to cast at least 25% of the vatesich meeting. A special meeting need not
be called to consider any matter that is substintlee same as a matter voted on at any speciatingeof shareholders held during the
preceding 12 months unless the meeting is requéstetiareholders entitled to cast a majority oftadl votes entitled to be cast at the
meeting.
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JCN: A special meeting of the JCN Shareholders beagonvened by any of the Chairman of the BoaelPitesident, the Secretary, the JCN
Board of Directors or the JCN Shareholders upomititten request of the holders of not less tha¥ 20 all outstanding shares entitled to
vote at any such meeting.

Amendment of Articles of Incorporation

Highwoods: The Highwoods Articles require the affative vote of the holders of at least a majorftyhe shares of capital stock outstanding
and entitled to vote thereon voting together asgle class to amend the Highwoods Articles. Anyeadment to provisions relating to the
REIT status of Highwoods, the removal of director$o the ability to amend the Articles, requirke affirmative vote of two-thirds of the
shares of capital stock of Highwoods outstandindj emtitled to vote thereon, voting together asglsiclass.

JCN: Amendments to the JCN Articles require anmmffitive vote of a majority of the outstanding slsagatitled to vote thereon. Where
shareholders are entitled to cumulative votingtsgh the election of directors, the GBCL providest the articles may not be amended to
reduce the number of directors to less than thrdseinumber of shares voted against the proposaldibe sufficient to elect one member
three-person board under cumulative voting.

Shareholder Proposal Procedures
Highwoods: Shareholder proposals must be receiyddighwoods between 90 and 60 days before a shiaeisbmeeting.
JCN: Shareholder proposals must be received byat@dast 150 days before a shareholders' meeting.

LEGAL MATTERS

Certain legal matters in connection with the Mengérbe passed upon for Highwoods by Alston & BirdP, Raleigh, North Carolina.
Certain legal matters in connection with the Mengérbe passed upon for JCN by Blackwell Sandepd? Martin LLP, Kansas City,
Missouri.

EXPERTS

The consolidated financial statements and scheaafutighwoods Properties, Inc., incorporated hetsimeference from Highwoods' annual
report (Form 10-K) for the year ended Decemberl®9;7 (as amended on Form 10-K/A on April 29, 1988 Blay 19, 1998), the statements
of revenues and certain expenses of Shelton PrepeRiparus Properties and Winners Circle forytsa ended December 31, 1996
incorporated herein by reference from Highwoodsg'ent report on Form 8-K dated November 17, 198d,the statements of revenue and
certain expenses of Anderson Properties, Inc. @amduty Center Group for the year ended Decembet @6 incorporated herein by
reference from Highwoods' current report on Forik 8ated January 9, 1997 (as amended on Forfi&\&tated February 7, 1997, March .
1997 and April 28, 1998), have been audited by t&nsoung LLP, independent auditors, as set fortlthieir reports thereon included therein
and incorporated herein by reference. Such finhstaéements are incorporated herein by referamceliance upon such reports given upon
the authority of such firm as experts in accounting auditing.

The combined statement of revenue and certain tipgraxpenses of the Associated Capital PropeRatfolio for the year ended December
31, 1996, and the combined statement of revenueentain operating expenses of the 1997 Pendingi8itipns for the year ended
December 31, 1996, incorporated by reference hémim Highwoods' current report on Form 8-K datesbgAst 27, 1997 (as amended on
Form 8-K/A filed September 23, 1997) and dated ®etd., 1997, have been so incorporated in reliapoa the reports of Coopers &
Lybrand L.L.P., independent accountants, givenhenatuthority of said firm as experts in accounand auditing.

The consolidated financial statements and scheddilé<. Nichols Company and subsidiaries as ofeldier 31, 1997 and 1996, and for
each of the years in the thrgear period ended December 31, 1997 have beerdeatlnerein and in the registration statement iameé upo
the reports of KPMG Peat Marwick LLP, independemtified public accountants, appearing elsewhereihgand upon the authority of said
firm as experts in accounting and auditing.
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AUDITORS

Representatives of KPMG Peat Marwick LLP shall kespnt at the Special Meeting and shall have tpertgnity to make a statement to the
JCN Shareholders should they so desire. In additimrepresentatives of KPMG Peat Marwick LLP kbalavailable to respond to
appropriate questions of JCN Shareholders.

SHAREHOLDER PROPOSALS

Any proposal which a JCN Shareholder intended ¢s¢mt at the 1998 Annual Meeting of ShareholdedCdf, if the Merger has not been
consummated prior to the date such meeting is haldt have been received by JCN at its principatetive offices on or before December
29, 1997 to have been eligible for inclusion in XCpfoxy statement and proxy form relating to sonefeting.

GLOSSARY
"ACM" means asbestos-containing materials.

"ACP" means Associated Capital Properties, Inc.
"AFFO" means adjusted funds from operations.

"AHI" means AHI Metnall, L.P.

"Amendment" means Amendment No. 1 to the MergereAgrent dated April 29, 1998.
"Antitrust Division" means the Antitrust Divisiorf the Department of Justice.

"Bay Plaza" means a project undertaken by JCNh@rédevelopment and construction of parking, cornialeand retail facilities in St.
Petersburg, Florida.

"Book-Tax Difference" means the difference betwtenfair market value of contributed property a& time of contribution and the adjusted
tax basis of such property at the time of contidout

"Bosfield" means Bosfield, L.L.C., an Indiana lienit liability company.
"Budget Bill" means the Budget Bill for Fiscal YeE99.
"Call Right" means the call right issued to the LLC

"Cash Amount" means the cash portion of the agdeegansideration as elected by JCN Shareholdars,tpé Dissenting Share Amount,
which is limited to 40% of the aggregate considerapaid in the Merger.

"Cash Election Shares" means those shares of J@N®@a as to which the holder elects to receive aashdoes not dissent.
"Closing Date" means the date upon which the Cépsiill take place.

"Code" means the Internal Revenue Code of 198&maended.

"Commission" means the Securities and Exchange Gssion.

"Common Units" means the common partnership inteliesghe Highwoods Operating Partnership.

"Comparables” means a group of publicly traded estdte companies comparable to JCN.

"Contributing Partners" means those partners whe lsantributed partnership interests in the HighdgoBroperties to the Highwoods
Operating Partnership.

"Court" means the United States District Courttfar Western District of Missouri.
"Dissenting Share Amount" means the amount equisdemumber of Dissenting Shares multiplied by pébshare.

"Dissenting Shares" means those shares held bySHakeholders who perfect their statutory dissentgtgs as set forth in Section 351.4



of the GBCL.

"Downside Case 1" means the projection of Morgami8l after reducing the projected EBITDA growtlthe Management Case to 5.0%,
resulting in implied compounded annual FFO pereigaowth of 11.7%.
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"Downside Case 2" means the projection of Morgami8y after reducing the projected EBITDA growttitie Management Case to 2.5%,
resulting in implied compounded annual FFO pereigaowth of 7.7%.

"Duke/Simon" means Duke Realty Investments, Ind. 8imon DeBartolo Group, Inc., collectively.

"EBITDA" means earnings before interest, taxesreeption and amortization.

"EBITDA Multiple" means the multiples of total magkcapitalization to 1998 estimated EBITDA.

"Effective Time" means the time at which the Merggeconsummated.

"Election Deadline" means 5:00 p.m. on the fiftlsiness day prior to the date of the Special Meaisingny adjournment thereof.

"Election Form" means a form for use by JCN Shadhs to elect cash and to state their intenttmmeHighwoods Common to be received
pursuant to the Merger and other appropriate astbmary transmittal material in such form as Higbhd®and JCN may mutually agree.

"ESOP" means JCN's Employee Stock Ownership Plan.

"ESOT" means JCN's Employee Stock Ownership Trust.

"Exchange Act" means the Securities Exchange A&B8#, as amended.

"Exchange Agent" means First Union National Banksrcapacity as exchange agent.

"Exchange Fund" means the New Certificates alor amn estimated amount of cash to be paid in exgihéor outstanding shares of JCN
Common.

"Exchange Ratio" means the ratio at which outstagn@hares of JCN Common will be converted intoshaf Highwoods Common pursuant
to the Merger.

"FFO" means funds from operations, which is definethet income, computed in accordance with GAXBluding gains (and losses) from
debt restructuring and sales of property, plus elgption and amortization and after adjustmentsifmonsolidated partnerships and joint
ventures.

"FFO Multiple" means the multiples of share prioel998 estimated FFO.

"FIRPTA" means Foreign Investment in Real Prop@&iy Act of 1980.

"Forsyth" means Forsyth Properties, Inc.

"FTC" mens the Federal Trade Commission.

"GAAP "means generally accepted accounting priesipl

"GBCL" means the General Business and Corporataw &f Missouri.

"Highwoods" means Highwoods Properties, Inc., ay\éend corporation.

"Highwoods Articles" means the Amended and RestAtéidles of Incorporation of Highwoods.
"Highwoods Bylaws" means the Amended and Restatéai of Highwoods.

"Highwoods Common" means the common stock, parev@lQl1 per share, of Highwoods.
"Highwoods Comparables" means a group of publielgéd REITs specializing in office and industriederties comparable to Highwoods.

"Highwoods Development Land" means the 1,285 asfesideveloped land suitable for future developnuamtrolled by Highwoods as of
March 31, 1998.

"Highwoods Development Projects” means the 32 pt@sewhich will encompass approximately 3.6 milli@ntable square feet unc



development by Highwoods as of March 31, 1998.
"Highwoods Entity" means an entity affiliated witighwoods.
"Highwoods Operating Partnership" means Highwooalsiih Limited Partnership, a North Carolina lirditgartnership.
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"Highwoods Operating Partnership Agreement" mehasAimended and Restated Agreement of Limited Pasttipeof the Highwoods
Operating Partnership.

"Highwoods Properties" means the portfolio of 38f&ce and 148 industrial (including 80 service aproperties owned by Highwoods as
of March 31, 1998.

"Highwoods Right" means a preferred share purchightdeclared by the Highwoods Board of Directiorseach outstanding share
Highwoods Common.

"Highwoods Services" means Highwoods Services, mesubsidiary of the Highwoods Operating Partriprsh
"HSR Act" means the Hart-Scott-Rodino Antitrust hmgements Act of 1976, as amended.

"Indemnified Party" means the present and formegatidrs, officers, employees and agents of any BGiNy whom, for a period of six years
after the Effective Time, Highwoods will indemnifgefend and hold harmless in certain identifiedwinstances.

"Innisfree" means Innisfree M&A Incorporated.

"Intell" means Intell Management and Investment @any.
"INTRUST" means INTRUST Bank, N.A., the trustedloé ESOT.
"IPO" means the initial public offering of Highwosih 1994.
"IRS" means Internal Revenue Service.

"J.P. Morgan" means J.P. Morgan Securities Inc.

"Jackson" means Jackson Acquisition Corp., a whmNymed subsidiary of Highwoods Properties, Inapfed for the sole purpose of effect
the Merger.

"JCN" means J.C. Nichols Company, a Missouri retdte operating company.

"JCN Articles" means the Amended and Restated l&diof Incorporation of
JCN.

"JCN Bylaws" means the Amended and Restated BytdWEN.

"JCN Common" means the common stock, $.01 par yadushare, of JCN.

"JCN Entity" means any entity affiliated with JCN.

"JCN Board of Directors” means the Board of Direstof JCN.

"JCN Plan" means JCN's 1996 Stock Option Plan.

"JCN Right" means a common stock purchase rightded by the JCN Board of Directors for each ouditag share of JCN Common.
"JCN Shareholders" means the holders of JCN Common.

"Kessinger/Hunter" means Kessinger/Hunter and Camppac., a Kansas City real estate brokerage, gemant and development firm.
"LLC" means the limited liability company formed BZN and Kessinger/Hunter.

"Management Case" means the compounded annuallgodwA=0O and EBITDA implied by the projections €N's management.
"Maximum Amount" means 200% of the current annwahgum for JCN's existing directors' and officdiegdility insurance.

"Medina Litigation" means the lawsuit entitled Medj et al. v. McCarthy, et al., initiated in 199blehalf of the beneficiaries of the ES(C



"Merger" means the merger of JCN into Jackson Asitian Corp.

"Merger Agreement” means the Agreement and Plaviesfier dated as of December 22, 1997 by and am®©Ng Jackson and Highwoods,
as amended pursuant to Amendment No. 1 dated 2@ri1998.
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"MGCL" means the Maryland General Corporation Law.

"MOPPRSSM" means 6.835% Mandatory Par Put RematkteuritiesSM due February 1, 2013 issued by tgbwbods Operating
Partnership.

"Morgan Stanley" means Morgan Stanley & Co. Incoaped.
"New Certificates" means the certificates reprasgrthe shares of Highwoods Common to be issud¢kerMerger.

"No Election Shares" means those shares of JCN Qomwhose holders have not submitted an effectirangrly completed Election Form
on or before the Election Deadline.

"Non-U.S. Shareholders" means non-resident alidivithuals, foreign corporations, foreign partnepshiand foreign trusts and estates.
"NYSE" means the New York Stock Exchange.

"Old Certificates" means the certificates repreisgnthe shares of JCN Common.

"Original Merger Agreement" means the AgreementRlagh of Merger dated December 22, 1998 among Higlaks, Jackson and JCN.

"Ownership Limit" means the limit set forth in thkghwoods Articles providing that no holder may qwn be deemed to own by virtue of
attribution provisions of the Code, more than 9@Bthe issued and outstanding capital stock of Wigbds.

"Peer Group Index" means the group of publicly feedchpanies sharing JCN's standard industrial code.

"Per Share Cash Consideration" means the $65 pez sfi JCN Common Stock to be received by JCN $lodders who select to receive in
cash in the Merger, subject to the limitations désd herein.

"Per Share Stock Consideration” means the 1.840® shares of Highwoods Common issuable per shal€ Common to JCN
Shareholders who elect to receive shares of High&@ommon in the Merger.

"Petula"” means Petula Associates.

"Petula Litigation" means the complaint filed bytéta Associates in December 1996 in the UnitedeStBistrict Court for the Western
District of Missouri, and related proceedings.

"Plaza" means the Country Club Plaza, JCN's mgsifgiant retail and office development with approately 1.1 million square feet of ref
space.

"Put Option" means the obligation of JCN, undetaiarcircumstances, to repurchase shares from B&Deficiaries.

"Put Option Notes" means the $100 million of Exgatile Put Option Notes due June 15, 2011 issuddebiighwoods Operating Partners
on June 24, 1997.

"Recognition Period" means the 10-year period b@ggon the date on which Highwoods acquires aatdesm a C-corporation in a
carryover-basis transaction.

"Record Date" means the date upon which holded&df Common become entitled to vote at the Specédtivig.

"Registration Statement” means the registratiotestant filed by Highwoods on Form S-4 coveringshares of Highwoods Common to be
issued in connection with the Merger.

"REIT" means a real estate investment trust.
"REIT Share" means a share of Highwoods Commoreésipon redemption of a Common Unit.

"Related Party Tenant" means a tenant of Highwedush is 10% or more owned by either Highwoodsmpaner of 10% or more (directly
or constructively) of Highwoods, taking into accotime applicable attribution rules.

"Replacement Share" is a share of the acquirdie@parent of an acquiror which a limited partney i@ entitled to upon occurrence of a
"Trigger Event."



"Research Triangle" means the Raleigh-Durham, N@#tolina area.
"Revolving Loans" means Highwoods' two revolvingrie aggregating $430 million.
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"Securities Act" means the Securities Act of 1988amended.

"Settlement Agreement" means the Mutual Releasesatitement Agreement dated as of June 30, 199beba JCN and certain other
parties.

"Special Meeting" means the Special Meeting ofsiareholders of JCN to be held on June , 1998 mpddjournments or postponements
thereof.

"Taxpayer Relief Act" means the Taxpayer Relief 8£1997.
"TIF" means tax increment financing.
"TIN" means taxpayer identification number.

"Trigger Event" means a change of control of Higbd® which under the Highwoods Operating Partner8gigement entitles a limited
partner of the Highwoods Operating PartnershipReplacement Share or the cash value thereof.

"U.S. Shareholder" means a holder of Highwoods Comthat (for Federal income tax purposes) (a)dgizen or resident of the United
States, (b) is a corporation or partnership (inicigdn entity treated as a corporation or partrprih United States Federal income tax
purposes) created or organized in or under the tdwee United States or of any political subdieisihereof, (c) is an estate, the income of
which is subject to Federal income taxation regesslof its source, or (d) is any trust if a couthim the United States is able to exercise
primary supervision over the administration of thest and one or more United States persons havauthority to control all substantial
decisions of the trust.

"UBTI" means unrelated business taxable income.
"Wright Litigation" means a lawsuit filed on Janyd®, 1998 by Dennis Wright against JCN, the JCNrBax Directors and Highwoods.

"X-POSSM" means Exercisable Put Option Securigesed by a trust formed by the Highwoods Opera&ismgnership which represent
factional undivided beneficial interests in thestru
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET (UNA UDITED)
March 31, 1998
(in thousands)

Series D
Preferred Share
Historical (a)  Offering (b)

ASSETS

Real estate assets, net ..........cccccvveeene $2,998,539 $ -
Cash and cash equivalents ........ 42,436 --
Accounts and notes receivables 32,276 -
Accrued straight line rent receivable ............ 16,189 -
Investment in real estate partnerships ........... - --
Other assets ........ccoceveeviineeeiniiieeeene 42,292 --

$3,131,732 $ -

LIABILITIES AND STOCKHOLDERS' EQUITY

Mortgages and notes payable ...................... $1,231,099 $ (96,700)
Accounts payable, accrued expenses and other ..... 61,640 -
Total liabilities ........cccvveviveirieeie, 1,292,739 (96,700)
Minority interest ........cccccoevieeieininnnn. 301,031 -
Preferred stock:
SerieS A i 125,000 --
Series B ... 172,500 --
SerieS D .ooooiiiieeeiiee e - 100,000
Stockholders' equity:
Common StOCK ....coovvvveeiriiiieeieiieeeee 510 -
Additional paid in capital ...................... 1,271,266 (3,300)
Distributions in excess of net earnings ......... (31,314) -
Total stockholders' equity ...........ccceeenne 1,537,962 96,700
$3,131,732 $ -
April 1998
Debt JCN
Offering (c) Transaction (d) Pro Forma
ASSETS
Real estate assets, Net .........cccceeverenee. $ - $509,806  $3,508,345
Cash and cash equivalents -- 42,767 85,203
Accounts and notes receivables ................... -- 43,381 75,657
Accrued straight line rent receivable ............ -- - 16,189
Investment in real estate partnerships ........... -- 29,888 29,888
Other assets ........ccocevevviiveeeiiniieeeene 8,988 8,069 59,349
$8,988 $633,911  $3,774,631
LIABILITIES AND STOCKHOLDERS' EQUITY
Mortgages and notes payable ..................... $8,988 $300,116  $1,443,503
Accounts payable, accrued expenses and other ..... -- 16,218 77,858
Total liabilities ........cccvevvveiiieeie, 8,988 316,334 1,521,361
Minority interest -- 1,846 302,877
Preferred stock:
SEerieS A e -- - 125,000
Series B ... -- -- 172,500
SerieS D oo -- -- 100,000
Stockholders' equity:
Common StOCK ....coouvveeeiiiiiieeeeiieee e -- 99 609
Additional paid in capital ...................... -- 315,632 1,583,598
Distributions in excess of net earnings ......... -- -- (31,314)
Total stockholders' equity ...........ccceeeenne -- 315,731 1,950,393
$8,988 $633,911  $3,774,631




HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET (UNAUDITED)
March 31, 1998
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensedtidated balance sheet of Highwoods Properties,(the "Company") is presented as
if the following transactions had been consummateiarch 31, 1998: (a) the issuance of 4,000,00008kary Shares each representing
1/10 of an 8% Series D Cumulative Redeemable ResfeShare (the "Series D Preferred Share Offerjrfg))the issuance of $200 million
7.5% notes due 2018 (the "April 1998 Debt Offeripgihd (c) the completion of the acquisition of. INIthols Company, a publicly traded
Kansas City real estate operating company ("J.€h&s") owning or having an ownership interest &office properties, 14 industrial
properties, 33 retail properties and 18 multi-fgngibmmunities (the "JCN Transaction™).

The foregoing description of the properties to bguired in the J.C. Nichols Transaction may diffem J.C. Nichols' description of such

properties set forth elsewhere in the Proxy StatefReospectus. See "Description of JCN." Such detsons differ because, among other
things, (i) unlike J.C. Nichols, the Company dises property information on a consolidated, rath@n unconsolidated, basis and (ii) the
Company counts each building as a separate propgéydless of whether such building is part ob#ite or industrial park.

The acquisitions have been accounted for usingtinehase method of accounting. Accordingly, assegsiired and liabilities assumed have
been recorded at their estimated fair values, winal be subject to further refinement, includingragsals and other analyses.

This unaudited pro forma condensed consolidateghisal sheet should be read in conjunction with tbéigrma condensed consolidated
statement of operations of the Company for theetimenths ended March 31, 1998 and for the yeardeDdeember 31, 1997, the
consolidated financial statements and related raftdsee Company included in its Annual Report omrd 0-K for the year ended December
31, 1997, the unaudited financial statements alatied notes of the Company included in its QuartBeport on Form 10-Q for the quarter
ended March 31, 1998 and the consolidated finastaaéments and related notes of J.C. Nichols Coyngad Subsidiaries as of and for the
three months ended March 31, 1998 set forth elsenihehis Proxy Statement/Prospectus.

The pro forma condensed consolidated balance ghapaudited and not necessarily indicative of vithatactual financial position would
have been had the aforementioned transactionsligadeaurred on March 31, 1998, nor does it purpontepresent the future financial
position of the Company.
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET (UNAUDITED)-- Continued
2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDONSOLIDATED BALANCE SHEET

(a.) Represents the Company's historical conselitibalance sheet contained in the Company's QlyaReport on Form 1@ for the quarte
ended March 31, 1998.

(b.) Reflects the issuance of 4,000,000 DeposBdugres, each representing 1/10 of a share of theo@uwy's 8% Series D Cumulative
Redeemable Preferred Shares in the 1998 SeriesfBriéd Share Offering, at an offering price of $25 Depositary Share, net of
underwriting discounts and other offering costgmbroximately $3.3 million and the use of net pegteto pay off $96.7 million of debt
drawn on the Company's $430 aggregate amount etunsd revolving loans (the "Lines of Credit").

(c.) Reflects approximately $6.4 million paid tdtkea treasury lock agreement in connection withApril 1998 Debt Offering and the
underwriters discount and other offering costspgfraximately $2.6 million. The $6.4 million paid terminate the hedge instrument and the
underwriters discount and other offering costsleriag amortized over the life of the notes usirgdffective interest rate method for the
hedge instrument and the underwriters discountlamdtraight line basis for the financing costs.

(d.) Reflects the allocation of the $589.3 milliparchase price to the fair value of the net ass&gsired in the JCN Transaction. The purc
price will consist of the issuance of approximat@)860,496 shares of the Company's Common Stodkg@at $32.0197 per share) and the
assumption of approximately $273.5 million of riabllities ($316.3 of liabilities assumed offset ttwe March 31, 1998 cash balance of J.C.
Nichols of $42.8 million, after paying approximat&14.5 million in transaction costs). For purposesalculating the pro forma condens
consolidated balance sheet, the Company has asshatdtle consideration will consist entirely o tissuance of its Common Stock.
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HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERA TIONS (UNAUDITED)

REVENUE:

Rental property .......ccoocveeeiveeeniveennnns
Residential sales ..
Other INCOME .....ccveeeviiiieiiiie e

OPERATING EXPENSES:

Rental property .......ccoocvveeevveeeniieennnns
Residential cost of sales
Depreciation and amortization .....................
INTEREST EXPENSE:

Contractual ........ccccoveevieiienienen.
Amortization of deferred financing costs .........

General and administrative .............ccceevee.

Income before minority interest
Minority interest .........cccocevvvvveeennnnen.

Income before extraordinary item and dividends on p
Extraordinary item-loss on extinguishment of debt .
Dividends on preferred shares .....................

Net income available for common shareholders ......
Net income per common share-basic ................

Net income per common share-diluted ...............
Weighted average shares-basic .....................

Weighted average shares-diluted ...................

REVENUE:

Rental property .......ccocccveeeeveeeiiieennns
Residential sales ..
Other INCOME .....ccvveeviiiieciiie e

OPERATING EXPENSES:

Rental property .......ccoecvveevvveeeniieennnns
Residential cost of sales ...
Depreciation and amortization
INTEREST EXPENSE:
Contractual ........ccecvvevviniennieneee.
Amortization of deferred financing costs .........

General and administrative .............cccoeeuees

Income before minority interest ..................
Minority interest ..........ccoceeeecvieevinnn.n.

Income before extraordinary item and dividends on p
Extraordinary item-loss on extinguishment of debt .
Dividends on preferred shares .....................

Net income available for common shareholders ......
Net income per common share-basic .................

Net income per common share-diluted ...............

Weighted average shares-basic .......... .
Weighted average shares-diluted ...................

For the Three Months Ended March 31, 1998
(In thousands, except per share data)

MOPPRS
and Debt
Historical (a)  Offering

$ -

102,488 -
..................... 29,728 -

17,161 -
..................... 17,162 1,123(
..................... 616 9(

17,778 1,132
..................... 3,784 -

34,037 (1,132)

(5,608) 170(
referred shares ..... 28,429 (962)
..................... (46) -

28,383 (962)
..................... (6,145) -

April 1998
Debt JCN
Offering Historical (i)

..................... $ - $19,709

- 1,221
- 2,035
- 22,965
- 10,407
- 873
- 2,894

112(h) -

667 5,426
..................... (667) 3,365
..................... 100(d) -
referred shares ..... (567) 3,365

(567) 3,365
..................... $ (567) $ 3,365

Series D
Preferred Share
Offering

b) (1,612)(e)
c) -

1,612

d) (242)(d)

JCN
Pro forma
Adjustments

348 ())

(1,845)(k)
(873)()
(345)(1)



Pro Forma

REVENUE:

Rental property .......ccocceeeeeieeeiiiieenninns
Residential sales ..
Other INCOME .....cuvveiviiiieciiiie e

OPERATING EXPENSES:

Rental property .......ccoocveeevveeeniieennnns

Residential cost of sales ..........c.cceveenee.

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

INTEREST EXPENSE:

Contractual ........cceovvevviniiinnieneee,

Amortization of deferred financing costs .........

General and administrative ..............cccee..

Income before minority interest ...................

Minority interest ...........ccceveecveeernnn.nn

Income before extraordinary item and dividends on p referred shares ..... 31,926

Extraordinary item-loss on extinguishmentof debt. ... (46)
31,880

Dividends on preferred shares ........cccccoeeeee. (8,145)

Net income available for common shareholders ...... . $ 23,735

Net income per common share-basic .......ccc....... e, $ 0.39

Net income per common share-diluted ............... . $ 0.39

Weighted average shares-basic ........ccccoccceee. L 60,897

Weighted average shares-diluted ................... . L 61,534



HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS (UNAUDITED)
For the Three Months Ended March 31, 1998
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensedtidated statement of operations is presentedtag ifollowing transactions had been
consummated on January 1, 1998: (a) the complefioffering of $125 million of 6.835% MandatOry PRnt Remarketed SecuritiesSM
("MOPPRSSM") and $100 million of unsecured notes 8018 (collectively, the "MOPPRS and Debt Offef)n¢p) the completion of the
Series D Preferred Share Offering, (c) the commhetif the April 1998 Debt Offering and (d) the cdetjpn of the JCN Transaction.

This unaudited pro forma condensed consolidatedratnt of operations should be read in conjunatith the pro forma condensed
consolidated balance sheet of the Company as afhvizit, 1998, the consolidated financial statemantsrelated notes of the Company
included in its Annual Report on Form 10-K for twar ended December 31, 1997, the unaudited fiabsigitements and related notes of the
Company included in its Quarterly Report on FormQor the quarter ended March 31, 1998, the firdrstatements and related notes of
Associated Capital Properties Portfolio and 199@dieg Acquisitions included in the Company's Curieaport on Form 8-K dated October
1, 1997 (as filed with the Securities and Excha@gemission on October 16, 1997), the statementswanues and certain expenses of
Riparius Properties, Shelton Properties and Win@énde for the year ended December 31, 1996 ireziud the Company's Form 8-K dated
November 17, 1997 (as filed with the Securities Brdhange Commission on February 3, 1998), anddhsolidated financial statemel

and related notes of J.C. Nichols Company and 8i#&s for the year ended December 31, 1997 anidhéothree months ended March 31,
1998, both of which are set forth elsewhere in Brisxy Statement/ Prospectus.

The pro forma condensed consolidated statemerderitions is unaudited and is not necessarily aiiie of what the Company's actual
results would have been had the aforementionedartions actually occurred on January 1, 1998 oes it purport to represent the future
operating results of the Company.

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

(a.) Represents the Company's historical conseliistatement of operations contained in its Qugrigport on Form 10-Q for the three
months ended March 31, 1998.

(b.) Represents the pro-rated estimated intergerese on $125 million of MOPPRS due 2013 at amésteate of 6.835% and $100 million
in debt securities due 2008 (at a rate of 7.12586gbby the interest expense savings of $33.3anilbn the Lines of Credit at an average
interest rate of 6.59% repaid with the proceedh@MOPPRS and Debt Offering.

(c.) Represents the amortization of the deferneaiting costs associated with the MOPPRS and Diétiay, straight-line over the terms of
the securities offset by the amortization of the5$8illion MOPPRS premium paid by the remarketireglér, using the effective interest
method over the term of the securities.

(d.) Represents the net adjustment to minorityr@steto reflect the pro forma minority interestqeartage of 15.0%.

(e.) Represents the interest expense savings o $8fion of the Lines of Credit at an averageenesst rate of 6.67% repaid with the proce
of the Series D Preferred Share Offering.

(f.) Represents the pro-rated 8% dividend on th&eS® Preferred Shares issued in the Series RPeef Share Offering.

(9.) Represents the estimated interest expens@@hillion of notes due 2018 at a discount of %64ith an interest rate of 7.5% offset by
the interest expense savings on $191.0 milliomefltines of Credit at an average interest rate@9% repaid with the proceeds of the notes.

(h.) Represents the amortization of the deferneanfting costs (including the $6.4 million paid¢oninate the related treasury lock
agreement) associated with the $200 million nosiisgithe effective interest rate method for thegeeistrument and underwriters discount
and the straight line basis for the financing costs
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(UNAUDITED)-- Continued

(i.) Represents the J.C. Nichols Company and Sigvsd' historical statement of operations (pre-tontained in its consolidated financial
statements and related notes for the three monttedeMarch 31, 1998 set forth elsewhere in thixyp&tatement/Prospectus.

(j.) Represents the reclass of the historical gposfit of the residential business to other incaaséhis will be accounted for in a separate
business entity under the equity method of accagnipon acquisition. J.C. Nichols presently coma#s the residential business; however,
subsequent to the merger, Highwoods will not haagnity ownership or control of the entity whichlhdonduct the residential business and
will accordingly use the equity method of accougtin

(k.) Represents a reclass of certain operatingresgeeto general and administrative expense ($1f8d8pmparative purposes.

(.) Represents the reduction in historical de@on expense on the properties acquired in the T@Nsaction based on a 80% allocation to
buildings and a 20% allocation to land for net tssaequired. Amounts recorded as tenant improvesrant.C. Nichols' general ledger
depreciated as buildings over 40 years after thebamation which accounts for the decrease.
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HIGHWOODS PROPERTIES, INC.
PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERA TIONS (UNAUDITED)
For the Year Ended December 31, 1997
(In thousands, except per share data)

Century Center 1997
and Anderson Other ACP Pending
Historical ( a) Transactions (b) Offerings (c) Portfolio ( d) Acquisitions (e)
REVENUE:
Rental property .........cccceevnee. $ 266,933 $ 1,047 $ - $52,411 $10,560
Residential sales . - - - - -
Other Income ............ . 7,537 -- -- 1,880 123
274,470 1,047 -- 54,291 10,683
OPERATING EXPENSES:
Rental Property ..........c.......... 76,743 317 - 23,956 4,396
Residential cost of sales ........... - - - - -
Depreciation and amortization ....... 47,533 715 - 9,019 -
INTEREST EXPENSE:
Contractual ..........c.ccovveune 45,138 1,358 (1,077) 25,215 -
Amortization of deferred
financing costs - - - -
1,358 (1,077) 25,215 -
General and administrative - - - -
Income before minority interest ..... 92,584 (1,343) 1,077 (3,899) 6,287
Minority interest ...........c....... (15,106) - - - -
Income before extraordinary item
and dividends on preferred
shares ......ccccocvviiicinns 77,478 (1,343) 1,077 (3,899) 6,287
Extraordinary item-loss on
extinguishment of debt ............. (5,799)
71,679 (1,343) 1,077 (3,899) 6,287
Dividends on preferred shares ....... (13,117) -- (1,289) -- --
Net income available for common
shareholders ............cooeuen. $ 58,562 $(1,343) $ (212) $(3,899) $ 6,287
Net income per common
share-basic ........c.ccccevrveeene. $ 151
Net income per common-basic
share-diluted ............ceene. $ 1.50
38,770
39,161
Use of
Preferred
Stock Common Othe r Pro forma
Offering Stock Acquired Acquir ed  Acquired Properties
Proceeds Offering Properties (j) Propertie s (k) Adjustments
REVENUE:
Rental property ..........cccooeeee.. - $ - $9,332 $13,2 55 $ -
Residential sales . - - - - -
Other Income ............ . - - - - -
-- -- 9,332 13,2 55 --
OPERATING EXPENSES:
Rental property .........ccccveeeene -- -- 1,727 6,4 74 188(l)
Residential cost of sales ........... - - - - -
Depreciation and amortization ....... -- -- -- -- 3,369(m)
INTEREST EXPENSE:
Contractual ..........cccceeeenenne (8,378 )() (13,704)(i) -- -- 12,947(n)
Amortization of deferred
financing COStS .......cccceeeeees -- -- -- -- --
) (13,704) - - 12,947
Income before minority interest ..... 8,378 13,704 7,605 6,7 81 (16,504)
Minority interest (1,257 )(Q) (2,056)(9) -- - -
Income before extraordinary item
and dividends on preferred
shares .....cccccocvvviiiccnne 7,121 11,648 7,605 6,7 81 (16,504)
Extraordinary item-loss on
extinguishment of debt .............
7,121 11,648 7,605 6,7 81 (16,504)
Dividends on preferred shares ....... (10,175 )(h) - - - -
Net income available for common
shareholders ............c..coeueue $ (3,054 ) $ 11,648 $7,605 $ 6,7 81 $ (16,504)



Net income per common

share-basic ............cccceeuene.

Net income per common-basic
share-diluted ......................
Weighted average shares-basic .......
Weighted average shares-diluted .....



REVENUE:

Rental property .......cccccveeeeveeeiiieenins
Residential sales ..........cccccevvvviriinnenns
Other INCOME .....ccveeeviiiieiiiie e

OPERATING EXPENSES:

Rental property .......ccoocvveeiiveeeniieennnns
Cost of residential sales .... .
Depreciation and amortization .....................
INTEREST EXPENSE:

Contractual ........cccccveeviiiienienen,
Amortization of deferred financing costs .........

General and administrative .............cccceeue.

Income before minority interest ...................
Minority interest ..........ccoceveeeveeevinnnn.

Income before extraordinary item and dividends on p
Extraordinary item -- loss on extinguishment of deb

Dividends on preferred shares ....................

Net income available for common shareholders ......
Net income per common share -- basic ..............
Net income per common share -- diluted

Weighted average shares-basic .......... .
Weighted average shares-diluted ...................

REVENUE:

Rental property .......ccoccveeeeveeeiiiieenninns
Residential sales .........ccccoceeeiiieeiinnenns
Other INCOME .....ccvvvivviiiiiiieeieeis

OPERATING EXPENSES:

Rental property .......ccoocvveeeiveeeviieenninns
Cost of residential sales .... .
Depreciation and amortization .....................
INTEREST EXPENSE:

Contractual ........ccoeovvevviniienienee,
Amortization of deferred financing costs .........

General and administrative .............cccceeveee

Income before minority interest ..................
Minority interest ...........coceveeevieerinnn.

Income before extraordinary item and dividends on p
Extraordinary item -- loss on extinguishment of deb

Dividends on preferred shares .....................

Net income available for common shareholders ......
Net income per common share -- basic ..............
Net income per common share -- diluted

Weighted average shares-basic .... .
Weighted average shares-diluted ...................

HIGHWOODS PROPERTIES, INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERA TIONS (UNAUDITED) --

(continued)

For the Year Ended December 31, 1997
(In thousands, except per share data)

MOPPRS 1998
and Debt Common Stock
Offering  Offering

..................... $ - $ -

..................... 108(p)

303 (415)
...................... (393) 415
..................... 59(g) (62)(9)
referred shares-?.-.- (3-3-;1-)"" 353
e (334) 353

$200 Million
Debt JCN
Offering  Historical (u

..................... $ - $78,076

..................... - 7,137
..................... - 12,646
- 97,859

- 44,654

- 5,325

13,483

..................... 2,078(s) 22,333

..................... 449(t) -

2,527 22,333
..................... (2,527) 12,064
..................... 379(9) -
referred shares ..... (2,148) 12,064

(2,148) 12,064

Series D
Preferred Share
Offering

JCN
Pro Forma
) Adjustments

(7.137)()
1,812 (v)

(7,476)(w)
(5,325)(v)
(3,287)(x)



Pro Forma
REVENUE:
Rental property .......ccoocveeevveeeniieennnns
Residential sales

... $431,614

23,998

Other Income .....
455,612
OPERATING EXPENSES:
Rental property .......ccocceeeeeieeeiiiieenninns 150,979
Cost of residential sales . -
Depreciation and amortization ..................... 70,832
INTEREST EXPENSE:
Contractual .........cccoeevvvvevevevvieiriinnnnns 85,780
Amortization of deferred financing costs ......... 2,813
88,593
General and administrative ............ccccoeeeeee. s 17,692
Income before minority interest ................... 127,516

Minority interest .........cccocevevvveeeriinnnn.

Income before extraordinary item and dividends on p referred shares ..... 108,388
Extraordinary item -- loss on extinguishment of deb | AP (5,799)
102,589

Dividends on preferred shares .....................

Net income available for common shareholders ......
Net income per common share -- basic ..............
Net income per common share -- diluted ............

Weighted average shares-basic

Weighted average shares-diluted ...................




HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS (UNAUDITED)
For the Year Ended December 31, 1997
1. BASIS OF PRESENTATION

The accompanying unaudited pro forma condensedtidated statement of operations is presentedtag ifollowing transactions had been
consummated on January 1, 1997: (a) the complefitihe business combination with Anderson Propertiec. ("Anderson Properties”) and
the purchase of a portfolio of properties fromleftes of Anderson Properties (the "Anderson Tratisa") and the purchase of Century
Center Office Park and an affiliated property paitf (the "Century Center Transaction"), (b) theuiance of 125,000 8 5/8% Series A
Cumulative Redeemable Preferred Shares (the "Skrireferred Shares") and of $100,000,000 of Esafide Put Option Notes (collectively
the "Other Offerings"), (c) the completion of a imess combination with Associated Capital Propsrtiec. ("ACP") (d) the completion of t|
acquisition of the seven properties that ACP hatkuecontract to purchase (the "1997 Pending Actiiis"), (e) the issuance of 6.9 million
Series B Preferred Shares at a price of $25 pee gttee "Preferred Stock Offering"), (f) the issoarf 8.5 million shares of Common Stock
(the "Common Stock Offering"), (g) the completiditiee business combination with Riparius Developn@orporation and the acquisitions
of seven properties in Winston-Salem, NC and oonggnty in Nashville, TN (collectively, the "Acquiadroperties"), (h) the completion of
the Garcia acquisition consisting of fourteen prtps, six service center properties an 66 acreleeélopment land and the completion of
four other acquisitions of seven properties (coiN@ty, the "Other Acquired Properties"), (i) therspletion of the MOPPRS and Debt
Offering and (j) the completion of the issuanc@ ahillion shares of Common Stock at a price of $86share ("the 1998 Common Stock
Offering), (k) the completion of the Series D Pregd Share Offering,

() the completion of the April 1998 Debt Offeriagd (m) the completion of the JCN Transaction.

This unaudited pro forma condensed consolidatadratnt of operations should be read in conjunatiith the pro forma condensed
consolidated balance sheet of the Company as aéhvizit, 1998, the consolidated financial statemanibsrelated notes of the Company
included in its Annual Report on Form 10-K for year ended December 31, 1997, the unaudited fiabsigitements and related notes of the
Company included in its Quarterly Report on FormQ @r the quarter ended March 31, 1998, the firdrstatements and related notes of
Associated Capital Properties Portfolio and 199@diey Acquisitions included in the Company's Curieaport on Form 8-K dated October
1, 1997 (as filed with the Securities and Excha@gemission on October 16, 1997), the statementsvahues and certain expenses of
Riparius Properties, Shelton Properties and Win@énde for the year ended December 31, 1996 iregiud the Company's Form 8-K dated
November 17, 1997 (as filed with the Securities BrRdhange Commission on February 3, 1998), anddhseolidated financial statemel

and related notes of J.C. Nichols Company and 8i#gs for the year ended December 31, 1997 anidhéothree months ended March 31,
1998, both of which are set forth elsewhere in Brizxy Statement/ Prospectus.

The pro forma condensed consolidated statemergarations is unaudited and is not necessarily atidie of what the Company's actual
results would have been had the aforementioneddrdions actually occurred on January 1, 1997 aes @ purport to represent the future
operating results of the Company.

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

(a.) Represents the Company's historical conseliistatement of operations contained in its AnRegdort on Form 10-K for the year ended
December 31, 1997.

(b.) Reflects the historical statement of operatiohCentury Center Office Park and an affiliatedtiolio ("Century Center") and the
properties acquired in the Anderson Transactiontferperiod from January 1, 1997 through the respedates of their acquisition, adjusted
on a pro forma basis for interest expense and digpi@n expense. Interest expense reflects thectigauin mortgage interest rate costs based
on the average rate of assumed debt (7.15% an#8&at8Century Center and Anderson Properties, ispdy) at the date of acquisition.
Depreciation expense has been adjusted to reflé@tyaar depreciable life for buildings on a sthaiine basis at the date of acquisition.

(c.) Reflects the estimated interest expense savands127.5 million of the Lines of Credit at ateiest rate of 7.60% (6.25% interest rate
plus 135 basis points) and $63.1 million of otheamis repaid with the proceeds of the
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HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(UNAUDITED) -- Continued

2. ADJUSTMENTS TO THE UNAUDITED PRO FORMA CONDENSEDONSOLIDATED STATEMENT OF
OPERATIONS -- Continued

Other Offerings at an average interest rate of%.80d the dividends incurred on the Company's Sé&i€umulative Redeemable Preferred
Shares from January 1, 1997 through the date afffeeng of the Series A Cumulative RedeemabldePred Shares.

(d.) Represents the historical revenues and opgratipenses of the ACP Portfolio through the daseequisition and the historical operatic
of properties acquired by ACP during 1997 from Jamud, 1997 to the respective dates of their adiprisadjusted on a pro forma basis for
incremental revenue related to owner-occupied gk interest expense and depreciation expensedeio the ACP Portfolio and the 1997
Pending Acquisitions. Interest expense reflectgdldeiction in mortgage interest costs based oavtkeage interest rate of assumed debt
(8.27%) and the interest rate on debt drawn otitleeof credit (6.69%) at the date of acquisitiDepreciation expense had been adjusted to
reflect a 40 year depreciable life for buildingsabstraight line basis at the date of acquisition.

(e.) Reflects the historical revenues and operakpenses of the 1997 Pending Acquisitions thrdbgtdate of acquisition.

(f.) Reflects the estimated interest expense savamg$166.9 million of the Lines of Credit at areege interest rate of 6.69% repaid with the
proceeds of the Preferred Stock Offering.

(9.) Represents the net adjustment to minorityr@steto reflect the pro forma minority interestqeartage of 15.0%.
(h.) Represents the 8% dividend on the Series BPegl Shares issued in the Preferred Stock Offerin

(i.) Represents the estimated interest expensagsoen $273.1 million of the Lines of Credit atauerage interest rate of 6.69% repaid with
the proceeds of the Common Stock Offering.

(j.) Reflects the historical revenues and operatixigenses of Acquired Properties through the daaeguisition.
(k.) Reflects the historical revenues and operagixgenses of Other Acquired Properties throughétie of acquisition.

(I.) Represents the incremental operating experedated to salary expense of property managemereioted to be incurred by the Company
upon completion of the Acquired Properties andQfteer Acquired Properties.

(m.) Represents the net adjustment of depreciatipense for Acquired Properties and the Other AeqguProperties based upon an assumed
allocation of the purchase price to land, buildiagg development in process. Building depreciagaomputed on a straight-line basis using
an estimated life of 40 years.

(n.) Represents the net adjustment to interestresepio reflect interest costs on $219.4 milliobdnrowings under the Lines of Credit at an
assumed rate of 6.87% (the capped interest ratllmasa 30-day LIBOR rate of 5.87% plus 100 bagistp) and $31.0 million in assumed
debt at a weighted average interest rate of 8.33%.

(0.) Represents the estimated interest expensé2million of MOPPRS due 2013 at an interest cdt@.835% and $100 million in debt
securities due 2008 (at a rate of 7.125%) offsahbyinterest expense savings on the $226.3 mitifdhe Lines of Credit at an average
interest rate of 6.69% repaid with the proceedh@MOPPRS and Debt Offering.

(p.) Represents the amortization of the deferne@infting costs associated with the MOPPRS and D), straight-line over the terms of
the securities offset by the amortization of thes$8illion MOPPRS premium paid by the remarketireglér, using the effective interest
method over the term of the securities.

(9.) Represents the estimated interest expensegsaon $30.8 million of the Lines of Credit at areiege interest rate of 6.69% repaid with a
portion of the net proceeds of the 1998 CommonkSRftering.

(r.) Represents the 8% dividend on the Series EeResl Shares issued in the Series D PreferreceSbffiering.

F-11



HIGHWOODS PROPERTIES, INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(UNAUDITED)-- Continued

(s.) Represents the estimated interest expens2aihrdillion of notes due 2018 at a discount of @64ith an interest rate of 7.5% offset by
the interest expense savings on $170.9 milliomefltines of Credit at an average interest rate25% repaid with the proceeds of the notes.

(t.) Represents the amortization of the defermdrfcing costs (including the $6.4 million paideoniinate the related treasury lock
agreement) associated with the $200 million nogiisgithe effective interest rate method for thegeeitistrument and underwriters discount
and the straight line basis for the financing costs

(u.) Represents the J.C. Nichols Company and Siabigis' historical statement of operations (prg-tntained in the consolidated financial
statements and related notes of J.C. Nichols Coyngad Subsidiaries as of and for the year ende@imber 31, 1997 set forth elsewhere in
this Proxy Statement/Prospectus.

(v.) Represents the reclass of the historical gpog8t of the residential business to other incamsehis will be accounted for in a separate
business entity under the equity method of accagnipon acquisition. J.C. Nichols Company presertlysolidates the residential business;
however, subsequent to the merger, Highwoods wilhave majority ownership or control of the entitlrich will conduct the residential
business and will accordingly use the equity methioalccounting.

(w.) Represents a reclass of certain operatingresgseto general and administrative expense ($7fé7 6pmparative purposes.

(x.) Represents the reduction in historical de@témh expense on the properties acquired in the T@Nsaction based on a 80% allocation to
buildings and a 20% allocation to land for net &saequired. Amounts recorded as tenant improvesyantl.C. Nichols' general ledger and
depreciated as buildings over 40 years after thebawation which accounts for the decrease.
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INDEPENDENT AUDITORS' REPORT
Board of Directors

J.C. Nichols Company
Kansas City, Missouri:

We have audited the accompanying consolidated balsimeets of J.C. Nichols Company and subsidighesCompany) as of December 31,
1997 and 1996 and the related consolidated statsroénperations, stockholders' equity (deficityl mash flows for each of the years in the
three year period ended December 31, 1997. Thesolidated financial statements are the respoitgibil the Company's management. Our
responsibility is to express an opinion on thegesotidated financial statements based on our audits

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedbfat we plan and perform the au
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageiemiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagmesent fairly, in all material respects, tmaficial position of the Company and its
subsidiaries as of December 31, 1997 and 1996henckesults of their operations and their cash fllasach of the years in the three year
period ended December 31, 1997, in conformity weherally accepted accounting principles.

/sl KPMG Peat Marwi ck LLP

Kansas City, M ssouri
March 6, 1998
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J.C. NICHOLS COMPANY AND SUBSIDIARIES

ASSETS

Revenue-producing properties (note 2) .............
Land and improvement inventories ..................
Property held for future development ..............

Total properties .........ccceeeeveeeviireennnns
Cash and cash equivalents .............cccocueene
Temporary investments ..........
Accounts receivable (note 9) ...........cceeeees
Prepaid expenses
Notes receivable (notes 3, 9 and
Investments in real estate partnerships (note 4) ..
Minority interest in consolidated partnerships ....
Income taxes receivable ........
Deferred income taxes (note 7) ........cccceueen.
Other assets, Net ..........ccooevvvvvvvevvvvennns

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)

Mortgage indebtedness (note 5) ....................

Notes payable to banks and others (notes 9 and 14)
Accounts payable and tenants' deposits ............
Accrued expenses and other liabilities
Income taxes payable
Accrued contribution to Employee Stock Ownership Tr
Deferred gains on the sale of property ............
Deferred income taxes (note 7) ........ccceeueen.

Stockholders' equity (deficit):

Common stock, par value $.01 per share; 10,000,000
and 5,016,745 shares issued (note 13) ..........

Additional paid-in capital ...............cue....

Retained earnings .........cccccvvvvveviineeennns

Less treasury stock, at cost (1,179,235 and 164,34

Total stockholders' equity (deficit) ..............
Commitments and contingencies (notes 2, 8 and 10) .

CONSOLIDATED BALANCE SHEETS

....................................... 9,791,

....................................... 180,681,
15,968,
42,633,
3,061,
6,378,
40,757,
2,457,
4,717,
383,

$ 288,553,
12,990,
9,059,
8,613,

shares authorized and 5,721,744
100,
. 19,917,
....................................... 99,788,
119,805,
5 shares of common stock) (note 14) 145,978,

See accompanying notes to consolidated financsisients.
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ecember 31,

000 $189,011,000
000 24,204,000
000 6,918,000

000 220,133,000
000 14,454,000
000 45,053,000
000 2,000,000
000 6,355,000
000 21,514,000
000 2,163,000
000 4,431,000

- 3,456,000
000 768,000

000 $ 309,188,000
000 2,000,000
000 6,633,000
000 8,020,000
- 11,525,000

-- 11,050,000
000 517,000

000 100,000
000 8,319,000
000 80,402,000

000 88,821,000
000 117,427,000



J.C. NICHOLS COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Sales and revenues:

RENLS ..ot
Property sales ......ccccceeeveiiiiiiciiiiiiiines
Commissions and fees ........cccccvveveveeeeeennn.
Dividends and interest ...........c...cceeeennn.

Gains on sales of investments and other assets ...

Equity in earnings of unconsolidated affiliates ..
Other ....oooiiiiiieee e

Costs and expenses:

Selling, general and operating expenses ..........
Cost of property sales ........ccccocveeeennnnns
INterest ...
Depreciation and amortization ....................

Employee Stock Ownership Trust contribution (note

Valuation allowances ..........ccccceeeeeeeennne
Litigation settlement (note 11) ..................

Income (loss) before income taxes .................
Income tax expense (benefit) (note 7) .............

Net income (I0SS) ....ccoovvveeeriiiiiienenninnen.
Basic income (loss) per share ...........ccceveeee.

Diluted income (loss) per share ...................

See accompanying notes to consolidated financsisients.

Years ended December 31,

1997 1996
......... $78,076,000 $ 79,878,000 $ 7
......... 7,137,000 6,623,000
......... 1,057,000 1,232,000
......... 5,740,000 4,634,000
......... 2,628,000 34,867,000
......... 1,639,000 697,000
......... 1,582,000 4,697,000
97,859,000 132,628,000 9
......... 44,654,000 45,394,000 4
......... 5,325,000 5,162,000
......... 22,333,000 23,466,000 2
......... 13,483,000 13,954,000 1
10) ..... - -
— - -1
85,795,000 87,976,000 11
......... 12,064,000 44,652,000 (1
......... (7,322,000) 16,750,000 (
......... $19,386,000 $ 27,902,000 $ (1
......... $ 463 575 $
......... $ 447 562 $
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9,818,000
6,047,000
1,459,000
4,806,000
5,711,000

157,000
1,307,000

5,952,000
3,944,000
7,862,000
4,355,000
1,787,000
2,350,000
9,553,000

6,498,000)
5,746,000)



J.C. NICHOLS COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DE FICIT)

Common stock:
Balance at beginning and end of year (note 13) ...

Additional paid-in capital (note 13):

Balance at beginning of year .....................

Contribution of 110,000 shares to Employee Stock O
(NOtE 10) .o

Conveyance of 679,999 shares to Employee Stock Own
and to a Court (note 10) .........cceevevnneene

Income tax benefit of options exercised on 25,000

Earned stock compensation (note 12) ..............

Balance at end of year ..........ccccceeevvenne

Unrealized gain on marketable equity securities ava

of income taxes:

Balance at beginning of year .....................

Unrealized gain, net of income taxes of $184,000 a

Realized loss from sale of securities, net of inco
$23,000 ..oooiiiiiiiee e

Realized gain from sale of securities, net of inco
$11,636,000 and $208,000 ...........ccveenneee.

Balance at end of year ..........cccccceevunenn.

Retained earnings:
Balance at beginning of year .....................
Net income (I0SS) .....ceeeviiieeeriiiiieeanis

Balance at end of year ..........ccccceeevvnnne

Treasury stock:

Balance at beginning of year .....................

Contribution of 110,000 shares to Employee Stock O
(notes 10 and 13) .....ccccvvvvviiiiieennennn.

Receipt of 12,227 shares in litigation settlement

Receipt of 125,242 shares previously securing note
(NOte 11) wevvveveeieieeeeeee e

Purchase of 948,880 shares (note 14) .............

Receipt of 54,162 shares from Employee Stock Owner
payment of note receivable (note 10)

Purchase of 11,848 shares ...............c........

Balance at end of year ..........cccccceevueeen.

Note receivable secured by the Company's common sto

Balance at beginning of year .....................

Transfer of 125,242 shares to treasury stock in se
receivable (note 11) ......ccccoevvveeeennnnns

Balance at end of year ..........ccccceeevvenne

Total stockholders' equity (deficit) ..............

Common stock:
Balance at beginning and end of year (note 13) ...

Additional paid-in capital (note 13):

Balance at beginning of year .....................

Contribution of 110,000 shares to Employee Stock O
(NOtE 10) wevvevveeeeieeeeeee e

Conveyance of 679,999 shares to Employee Stock Own
and to a Court (note 10) .......ccceeeevuvneenn.

Income tax benefit of options exercised on 25,000

Earned stock compensation (note 12) ..............

Years ended
December 31,

1997
........................ $ 100,000
........................ 8,319,000
wnership Trust
ership Trust
........................ 11,050,000
381,000
167,000
........................ 19,917,000
ilable-for-sale, net
nd $4,165,000 ........ -
me taxes of
me taxes of
........................ 80,402,000
........................ 19,386,000
........................ 99,788,000

(note 11) .............. -
receivable

(25,857,000)

(1,983,000)
(711,000)

........................ 7,079,000
wnership Trust

ership Trust

shares ................ -
........................ 1,240,000

6,002,000

1,077,000



Balance at end of year ......ccccccveeevcceeeees e 8,319,000 7,079,000
Unrealized gain on marketable equity securities ava ilable-for-sale, net
of income taxes:
Balance at beginning of year .........ccccoeeeee.. s 21,023,000 1 3,755,000
Unrealized gain, net of income taxes of $184,000 a nd $4,165,000 .......... 320,000 7,612,000
Realized loss from sale of securities, net of inco me taxes of
$23,000 .ooooiiiiiiiee e e -- 42,000
Realized gain from sale of securities, net of inco me taxes of
$11,636,000 and $208,000 .......ccccevcveences (21,343,000) (386,000)
Balance at end of year ......ccccoceeevvcceeeees e - 2 1,023,000
Retained earnings:
Balance at beginning of year ......cccccccceeeeee. s 52,500,000 6 3,252,000
Netincome (I0SS) «.uvveveviciiieeiiiieeeeeeee s 27,902,000 (1 0,752,000)
Balance at end of year ....cccccccceveeeenes s 80,402,000 5 2,500,000
Treasury stock:
Balance at beginning of year .........ccccceeeee.. s (117,427,000) 1 4,582,000)
Contribution of 110,000 shares to Employee Stock O whnership Trust
(notes 10 and 13) .ocoovcvciviiiiiiiiiieneeeees e - 710,000
Receipt of 12,227 shares in litigation settlement (note 11) .............. -- ( 9,207,000)
Receipt of 125,242 shares previously securing note receivable
(MOt 11) coviieiiiiiieieeeeeeeeeee e -- ] 4,348,000)
Purchase of 948,880 shares (note 14) ............. - -
Receipt of 54,162 shares from Employee Stock Owner ship Trust in
payment of note receivable (note 10) ........... - -
Purchase of 11,848 Shares ......ccccccccveeveeeeee e - -
Balance at end of year ....cccccccccveeeenes s (117,427,000) (11 7,427,000)
Note receivable secured by the Company's common sto ck:
Balance at beginning of year ......ccccccccceeeee. s - 9 4,348,000)
Transfer of 125,242 shares to treasury stock in se ttlement of note
receivable (note 11) .......cccoevvveeeeninnns - 9 4,348,000
Balance at end of year - -
Total stockholders' equity (deficit) ............... L $ (28,606,000) $ (3 6,725,000)

See accompanying notes to consolidated financ#tsients.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:
Net income (I0SS) .....ccovvvveriiiieniiniennnns
Adjustments to reconcile net income (loss) to net
operating activities:
Depreciation and amortization ..................
Valuation allowances ...........c.cocoeereene
Earned stock compensation ......................
Noncash portion of litigation settlement .......
Deferred income taxes ...........cccoevevnene
Equity in earnings of unconsolidated affiliates
Employee Stock Ownership Trust contribution ....
Gains on sales of investments and other assets .
Changes in:
Land and improvement inventories ..............
Accounts receivable .............cocceeeeens
Minority interest in consolidated partnerships
Accounts payable and tenants' deposits ........
Accrued expenses and other liabilities ........
Current income taxes ..........cccceecveerenne.
Other,net ...,

Net cash provided by operating activities .........

Investing activities:
Net (increase) decrease in temporary investments
Payments on notes receivable ....................
Issuance of notes receivable ....................
Additions to revenue-producing properties .......
Purchase of marketable equity securities ........
Proceeds from sales of capital assets ...........
Return of capital from unconsolidated affiliates
Proceeds from sales of marketable equity securiti
Maturities of marketable securities .............
Investments in and advances to unconsolidated aff
Other, Net ........covvvvviiiiiiiiiiiieieies

Net cash used in investing activities .............

Financing activities:

Payments on mortgage indebtedness ...............
Issuance of mortgage indebtedness ...............
Purchases of treasury stock ................
Issuance of notes to banks and others
Payments on notes to banks and others
Dividends paid ..........cccoeevviiieeiiieenns
Capital contributions from minority partners ....

Net cash used in financing activities .............

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents, beginning of year ......

Cash and cash equivalents, end of year ............

Years ended Dece

1997 1996

..................... $ 19,386,000 $ 27,902,00
cash provided by

..................... 13,483,000  13,954,00

167,000 1,240,00

6,164,000  2,062,00
(1,639,000) (697,00

(2,628,000) (34,867,00

3,604,000  2,714,00
(1,114,000)  2,165,00
(424,000) (147,00

2,577,000 (153,00
..................... 707,000 (577,00
(11,528,000) 15,717,00
(1,954,000) 400,00

2,420,000  (40,447,00
9,086,000  8,773,00
(19,466,000)  (6,632,00
(11,327,000)  (8,317,00

9,577,000 3,056,00
1,360,000 400,00
- 38,617,00

iliates ........... . (15,000) (14,00
..................... 191,000 (6,00

..................... (22,978,000) (20,593,00
21,366,000  6,353,00
(13,521,000) -

(2,000,000)  (3,658,00

20,000 -

S e 1,514,000 7,245,00
..................... 14,454,000 7,209,00

See accompanying notes to consolidated financ#tsients.
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0 $ (10,752,000)

14,355,000
2,350,000

(2,597,000)

) (157,000)
1,787,000

0)  (5,711,000)

0

0 -

- 13,588,000
0

0

0 7,280,000
0 577,000

0) (430,000)
0) (539,000)
0) (640,000)
0 1,437,000
0 1,469,000

0) (202,000)
0 6,927,000
0)  (6,174,000)
0)  (7,862,000)

- (3,021,000)
0 5,269,000
0 420,000
0 925,000
- 2,359,000
0) (394,000)
0) 30,000

0) (11,825,000)

- (4,901,000)
- 11,356,000
0) (22,362,000)
-~ (1,180,000)
- 1,641,000

(6,977,000)
14,186,000
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 1997, 1996 and 1995
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Consolidation

The consolidated financial statements include to®ants of J.C. Nichols Company and its majoritgtonlled affiliates (the Company).
Significant intercompany profits, transactions &athnces have been eliminated.

Minority interest in consolidated partnerships esmnts the cumulative losses, after capital carttabs, attributable to minority interests in
consolidated general partnership investments oCthmpany.

Revenue-producing Properties

Revenue-producing properties are carried at cestdecumulated depreciation. All direct and indioasts clearly associated with the
acquisition and development of real estate proj@ascapitalized. Interest and certain indirectcase capitalized during periods in which
activities necessary to ready the property foinitsnded use are in progress. Depreciation is gdpeomputed using the straight-line method
over the estimated useful lives of the assets,rgépeeven to thirty-one years.

Real estate projects are reviewed for impairmergnglier events or changes in circumstances indicatéhe carrying amount of the asset
may not be recoverable. If the sum of the expefttede cash flows (undiscounted and without intecbsinges) of the asset is less than the
carrying amount of the asset, an impairment losedegnized. The amount of the impairment losslsuwtated based on an evaluation of
discounted cash flows.

Leases for office and warehouse space providaxed fmonthly rents and may contain provisions fortrescalations, utility charges and o
adjustments. Retail leases generally provide forimmim annual rents, contingent rentals based ar@eptage of the lessee's sales and, in
many instances, the tenant's proportionate shaxeabestate taxes, insurance and maintenancee Téwses generally have a term of three to
five years or longer in the case of most major iénaApartment leases provide for a fixed montelytal primarily for a term of one year. All
leases are accounted for as operating leases.

Land and Improvement Inventories

Land and improvement inventories includes resi@dgtzroned land, land improvements and buildingriowements, and are carried at the
lower of average cost or market. Revenues fromgngsales are recorded when sufficient funds eceived from the buyer and all
conditions precedent to the sale are completecrgéiy when the property is deeded to the buyeprtwement costs are allocated to the
parcels benefited on the basis of estimated relales value.

Deferred Gains on the Sale of Property

Gains on the sale of property are deferred untihgime as the Company is no longer required téopmrsignificant activities related to the
property sold, has no continuing involvement angl thansferred the risks and rewards of ownershiaitfonally, the buyer must have
evidenced a substantial initial and continuing Btagent in the property.

Gains on the sale of property to unconsolidateidlafs are deferred to the extent of the Compamyisership interest in such affiliates.
Investments in Real Estate Partnerships

Investments in real estate partnerships primadhsést of investments in and advances to uncoreelidaffiliates. Investments in real estate
partnerships are accounted for on the equity medimoidreflect the Company's share of income ordbsise partnerships, reduced by
distributions received and increased by contrimgimade.

Temporary Investments and Cash Equivalents

Temporary investments are marketable securitiestwdiie callable within 30 to 180 days of purchamtare carried at the lower of amorti
cost or market value. Cash equivalents include momarket funds, certificates of deposit and debtigées acquired with an original
maturity of three months or less.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -- Gntinued
Income Taxes

Deferred tax assets and liabilities are recognfaetemporary differences between the financiabrépg basis and the income tax basis of
Company's assets and liabilities. The impact oerded taxes of changes in tax rates and lawslecteti in the financial statements in the
period of change.

Treasury Stock
Treasury stock purchases have been recorded afthsr receipts of treasury stock have been recbad estimated fair value.
Income (Loss) Per Share

In 1997, the Company adopted Statement of Finadgiabunting Standard (SFAS) No. 128 Earnings Par&hwhich established new
standards for computing and presenting income tges Basic income per share is computed using/éighted average number of common
shares outstanding during each year. Diluted incpeneshare includes the effect of all dilutive poied common shares (primarily stock
options) outstanding during each year. All incoree ghare data has been restated to reflect the¢iadab SFAS No. 128 and retroactive
adjustment of the 1996 stock split (see note 13).

The shares used in the calculation of basic andedilincome per share are shown below:

1997 1996 1995

Weighted average common shares outstanding for

computation of basic income per share ........... .~ .. 4,186,219 4,852,400 14,469,360
StOCK OPLIONS .eeveviiiiiie i 153,807 116,029
Shares outstanding for computation of diluted incom e per

ShAre oo 4,340,026 4,968,429 14,469,360

Use of Estimates

The preparation of consolidated financial statesé@ntonformity with generally accepted accountinigiciples requires management to
estimates and assumptions that affect the repbetzhces of assets and liabilities and disclosticeatingent assets and liabilities at the date
of the consolidated financial statements and repasimounts of revenues and expenses during theirgpperiod. Actual results could differ
from these estimates.

Reclassifications
Certain amounts in the consolidated financial statgts have been reclassified to conform with tH&/@esentation.
(2) REVENUE-PRODUCING PROPERTIES

Revenue-producing properties at December 31, 1887896 consisted of:

Land and improvements .................. $ 25,567

,000 $ 29,355,000

Buildings and improvements ............. 284,423 ,000 308,667,000
Furnishings and equipment .............. 5,450 ,000 4,163,000
Construction in progress ............... 5,925 ,000 625,000

321,365 ,000 342,810,000

Less accumulated depreciation .......... 158,268 ,000 153,799,000

$ 163,097 ,000 $ 189,011,000
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(2) REVENUE-PRODUCING PROPERTIES -- Continued

As of December 31, 1997, future minimum lease paymeeceivable under noncancelable operating leagekiding apartments, are as
follows:

Year Amount
1998 .o $ 3 7,333,000
1999 . 3 2,294,000
2000 ...ooiiiiiee 2 5,810,000
2001 i 2 1,574,000
2002 ..o 1 8,194,000
Thereafter .........ccocceevviieennns 13 6,483,000
Total future minimum lease payments ..... $27 1,688,000

Contingent rents amounted to $3,395,000, $3,713300054,162,000 for 1997, 1996 and 1995, respéygtid@artment rentals under leases
one year or less aggregated $19,793,000, $19, 735/ $18,681,000 for 1997, 1996 and 1995, respgti

In 1987, a subsidiary of the Company entered iadous contracts with the City of St. Petersbutgrifia (the City) for the redevelopment
and construction of certain parking, commercial eatdil facilities known as Bay Plaza. Due to aagieéh significant development activities,
the Company ceased capitalization of interest, gntygaxes, insurance and other development cosBesember 31, 1990.

Based on its assessment of the feasibility of dgieg Bay Plaza under the existing cost structmanagement determined in 1994 that the
value of Bay Plaza had declined and reduced ityicarvalue to $3,000,000 at December 31, 1994iriput996, the Company disposed of
certain Bay Plaza assets with a book value of $/(8D and was released from related mortgages [miyathe amount of $2,200,000. In
December 1997, the Company sold substantiallyfalt emaining Bay Plaza assets for $4,000,004ljzieg a gain of $2,500,000.

In December 1996, the Company announced a $24000@Jan to redevelop areas on and around the GoGhib Plaza in Kansas City,
Missouri. The Company filed an application with fhex Increment Financing Commission of Kansas €dtgking to use funds generated
from tax increment financing to fund approximat2B26 of the proposed redevelopment. The applicatias approved by the Tax Increment
Financing Commission, and the City Council of Kan€ity, Missouri gave final approval in April 1997he Plan is to be executed over the
next ten years and is contingent on market denieimel Company is currently exploring various optiémsfunding development cost in
excess of the approved tax increment financingoétember 31, 1997, the Company had capitalizecbappately $5,100,000 in costs
relating to the redevelopment.

(3) NOTES RECEIVABLE

Notes receivable at December 31, 1997 and 1996stedf:

1997 1996
Promissory notes, collateralized by real estate, du e
1998 t0 2013, 7% t0 11% ..ccvvevvvereereeinne . $24,682,000 $ 14,116,000
Notes receivable -- ESOT (note 10) ................ . 12,000,000 1,926,000
Notes receivable -- miscellaneous, 8% to 10% ...... . 657,000 2,577,000
First mortgage and construction loans on residentia |
property, 10% t0 10.5% .....ccccceeeeeeveiinnnnnns . 3,418,000 2,895,000

$ 40,757,000 $ 21,514,000

In 1997, the Company sold a parcel of real estatxchange for a $10,845,000 promissory note rab&bearing interest at 7% and
maturing on May 10, 2000. The resulting gain o688,000 was deferred at December 31, 1997 andwilecognized upon collection of the
note.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(3) NOTES RECEIVABLE -- Continued
The Company has valuation reserves of $1,954,000635799,000 related to notes receivable at DeceBthel997 and 1996, respectively.
(4) INVESTMENTS IN REAL ESTATE PARTNERSHIPS

In November, 1997, the Company entered into anesgeat with Kessinger/Hunter & Company, Inc. (Kegsith Hunter) to form a limited
liability company (LLC) to provide services to pieus Kessinger/Hunter clients as well as managemruethieasing for the Company's
portfolio of office, industrial and retail propess, excluding the Country Club Plaza in Kansas,Giigsouri. On January 2, 1998, the
Company made an initial investment in the LLC of286,000, which represents a 30% equity interdst. Gompany has the option of
increasing its equity interest to 65% by 2001.ddition, the agreement provides to the LLC a dghtrwhich enables it to purchase up to
76,530 shares of common stock of the Company dte pf $56 per share. In February 1998, the LL@rreed to the Company the
$4,286,000 to permit it to exercise this call rightcordingly, the Company will issue 76,530 sharks common stock to the LLC.

At December 31, 1997, the Company had an equigyést in the following unconsolidated entities:

Perce nt owned
Center Court Partners ..........cccceeenn... 50.0%
Dallas County Partners ..................... 50.0
Dallas County Partners Il .................. 50.0
Dallas County Partners Ill L.C ............. 50.0
Fountain Three ...........cccocvvviveenen. 50.0
Terrace Place Partners .........ccccceeeen 50.0
Meredith Drive Associates L.P .............. 49.5
Board of Trade Investment Company .......... 49.0
J.C. Nichols Real Estate ................... 40.0
4600 Madison Associates L.P ................ 12.5
Raphael Hotel Group L.P ..o, 5.0

Selected aggregate financial data for unconsolidatiliates for 1997 and 1996 is presented below:

1997 1996
Total assets ........cceeeveenne $ 131,341,000 $ 125,076,000
Total liabilities (note 8) ........ $ 141,526,000 $ 137,870,000
Netincome ........cccceceeunee.. $ 3,714,000 $ 2,189,000

(5) MORTGAGE INDEBTEDNESS

Mortgage indebtedness consists principally of finsirtgage notes on revenue-producing propertiessd bbligations bear annual interest at
rates ranging from 3.9% to 10.5% and mature fro®81® 2021. Substantially all of the Company's neseproducing properties are pledged
to secure this debt.

Aggregate annual principal payments applicable aotgage indebtedness subsequent to December 31 a189

1998 ...oveeeen $ 8,723,000
1999 ..coveeis 13,968,000
2000 .....ccceuuees 6,982,000
2001 ...ooeeennes 7,419,000
2002 ...ooveeeenn 15,540,000
Thereafter ......... 235,921,000



J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(5) MORTGAGE INDEBTEDNESS -- Continued

As a result of the bankruptcy of a primary ten#ime, Company ceased making debt service paymeriteeamderlying loan in 1991 and beq
negotiations with the lender to restructure thet dgipeement. As of December 31, 1993, this nonmseodebt had a principal balance of
$7,149,000 and accrued interest of $1,818,000.dnch11994, the Company and the lender agreed traicase the loan which required a
cash payment of $1,649,000 to reduce the loan balen$5,500,000. Accrued interest through Febr884 was waived under the
agreement. The restructuring reduced the effeatiezest rate for financial statement purposes fi@% to approximately 3%.

Due to the loss of a primary tenant in an officéding that had an underlying mortgage, the Compagyan negotiations in 1995 with the
lender to restructure the debt agreement. As obBer 31, 1995, this nonrecourse debt had a pehbglance of $22,500,000 and accrued
interest of $3,720,000. In January 1996, the Comjaaudl the lender agreed to restructure the loaichadequired a cash payment by the
Company of $2,500,000. In addition, the Companytha®ption to retire the outstanding indebtedpess to maturity for $14,000,000 less
future principal payments thereon. The restructuraduced the effective interest rate beginning986, for financial statement purposes,
from 10.5% to approximately 3%.

In 1997, the Company relinquished certain partripristterests, the primary assets of which weremaeeproducing properties, in exchange
for the acquiror assuming $18,223,000 of relatedgage indebtedness. As a result of this transactie Company recognized a gain of
$128,000.

Certain debt agreements provide for a 50% sharfippsitive and negative cash flows from operatiand capital expenditures as defined
between the parties. Interest expense recognizeslithh sharing was $622,000, $929,000 and $473¢00®97, 1996 and 1995, respectivi
Additionally, as of December 31, 1997 and 1996,tgage indebtedness includes a $4,026,000 preferemsaelated to these agreements.
The Company's liability is contingent upon certeémditions being met upon the sale or refinanciitpe mortgaged properties.

Interest payments (net of capitalized interest3f,800, $14,000 and $121,000, respectively) agteddi?2,533,000, $22,898,000 and
$28,417,000 for 1997, 1996 and 1995, respectively.

The Company has a $10,000,000 unsecured line ditevéh a bank. Interest on outstanding borrowiags at the prime rate and are due on
demand. There were no borrowings on this line eflitrat December 31, 1997 or 1996.

(6) DEFERRED COMPENSATION

Prior to 1995, the Company accrued deferred congtimsfor certain key personnel to be paid ovave ér ten-year period following
retirement or death, including interest. Interegtamse related to these agreements amounted tg0®D2&229,000 and $275,000 for 1997,
1996 and 1995, respectively, with the accruedliisdas of December 31, 1997 and 1996 aggregatihyj18,000 and $2,910,000,
respectively.

(7) INCOME TAXES

Income tax expense (benefit) is comprised of tieviang:

1997 1996 1995
CUITENt .o $ (13,486,00 0) $14,688,000 $ (3,149,000)
Deferred .......c.ccoovvvvveunns 6,164,00 0 2,062,000 (2,597,000)
Total income tax expense (benefit) $ (7,322,00 0) $16,750,000 $ (5,746,000)

In 1997, the Company recognized $11,846,000 intmahail income tax benefit after the conveyance®d,699 common shares to the
Employee Stock Option Trust (ESOT) and to a Cowrs @etermined to be fully deductible by the InteRevenue Service (IRS), as
described in note 10. The deduction for the couatidin of those shares is based on the market \altlee date of the conveyance, with no
limitations.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(7) INCOME TAXES -- Continued

Total income tax expense (benefit) differs fromented income tax expense (benefit) as follows:

1997 1996 1995
Expected income tax expense (benefit) at 34% ..... $ 4,102,000 $ 15,182,000 $ (5,609,000)
ESOT contribution ...........ccccoeviieeininnen. (11,846,000) - -
Tax-exempt iNCOME .......ccceeevivveeeeniiennn. - - (26,000)
State income taxes, exclusive of ESOT contribution 422,000 1,455,000 --
Dividend exclusion .... -- (7,000) (170,000)
Other, Net ....oeviiiiiie e - 120,000 59,000
Total income tax expense (benefit) ............... $ (7,322,000) $ 16,750,000 $ (5,746,000)

Deferred income taxes reflect the tax impact ofgerary differences between the amount of assetdiaitities for financial reporting and
such amounts measured by tax laws and regulatimfsrred income taxes are comprised of the follgwin

1997 1996

Deferred tax assets:
Property and receivable allowances ............... ... $ 3,430,000 $ 10,590,000
Note receivable extinguished in settlement (note 1 15,715,000 15,715,000
Alternative minimum tax credits ................. 6,162,000 -

Gains recognized for tax reporting, deferred for f

FEPOIING «.vvvveieiieiiieeeeee e 4,024,000 3,654,000

Net operating loss carryforward .................. 2,066,000 -
Deferred compensation 718,000 990,000
ESOT contributions -- 4,437,000
Other oo - 106,000
Total gross deferred tax assets .......coeeeeeeee. Ll 32,115,000 35,492,000
Less valuation allowance .........ccccooveeeee. L (15,715,000) (15,715,000)
Total deferred tax assets ......ccocevevvvcceeee. L 16,400,000 19,777,000
Deferred tax liabilities:
Accelerated depreciation ........ccccccvveeeee. (12,601,000) (11,845,000)
Gains recognized for financial reporting, deferred for tax

7= 1] 11 o T PPUPOR (5,696,000)  (4,476,000)
State taxes ... (804,000) --
Other ..o (7,000) -
Total deferred tax liabilities .........cccceeeee.e. Ll (19,108,000) (16,321,000)
Net deferred tax assets (liabilities) ............ . ... $ (2,708,000) $ 3,456,000

The Company filed its 1996 income tax returns wfigy a net operating loss primarily attributatdeat$103 million deduction for losses of
principal and accrued interest arising from noted @ccounts receivable to the Company from its E&A@d from a limited partnership, owr
by the Company's former president, which could ltesuimmediate tax benefits of up to $7,400,000 additional deferred tax benefits of up
to $39 million. Due to the uncertainty surroundthgse issues, the Company has not recognized tddebenefits in the accompanying
consolidated financial statements.

Net cash refunds for income taxes during 1997, E3#651995 were $2,543,000, $955,000 and $4,588r86pectively
(8) CONCENTRATION OF CREDIT RISK

Several of the Company's consolidated general @atips and subsidiaries have revenue-producingstste. During the initial lease-up
phase, this real estate generated net operatingdpwhich upon consolidation resulted in minority
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(8) CONCENTRATION OF CREDIT RISK -- Continued

obligations to the Company of $4,717,000 and $4@E1at December 31, 1997 and 1996, respectivietlye loutside partners fail to perform
their obligations, such amounts may not be realsethe Company. Based on its evaluation of theidatpartners, the Company has
determined that the outside partners have the dinhability to perform their obligations.

As of December 31, 1997 and 1996, the aggregdteedfabilities of unconsolidated partnerships iniehh the Company is a general partner,
excluding nonrecourse debt, is approximately $10@00 and $12,534,000, respectively. The Companijddmecome liable for such amou
in the event of default by the various partnershipd nonperformance by the outside partners.

The collection of principal and interest balancesused by revenue-producing properties and reateesnhder development is dependent upon
sufficient cash flows from operations of the prdjesy;, refinancing, capital infusions from outsidgeties or the sale of the related property.
such property is principally located in the metritao Kansas City, Missouri area.

(9) AFFILIATED PARTY BALANCES AND TRANSACTIONS

Included in the consolidated financial statemenstlae following affiliated party balances:

1997 1996
Notes receivable (note 10) .......... $ 12,497,000 $ 4,084,000
Accounts receivable ................. 400,000 737,000
Notes payable .........cccccuveeenn. - 2,000,000

The Company established a valuation allowance @f@#2000 at December 31, 1994 related to notegecwlnts receivable from former
executive officers and directors of the Company wieoe removed from their positions on May 26, 189%ction of the Board of Directors.
The Company entered settlement agreements in Ad§@& with certain former executive officers andediors (see note 11).

(10) EMPLOYEE STOCK OWNERSHIP TRUST (ESOT)

The Company has an Employee Stock Ownership PIGOH] related to the ESOT. All nonunion employeethefCompany qualify for
participation in the ESOP after one year of cortirmiservice (1,000 hours) and upon reaching agetywane. Under the terms of the ESOP,
the Company makes voluntary contributions, as detexd by the Board of Directors and not to excde8d limitations, that are allocated to
participants using a formula based on compensafilompensation is defined as total salary and wpgisby the Company subject to certain
limitations. Noncash contributions to the ESOT ra®orded at fair market value.

As of December 31, 1997 and 1996, the ESOT hel@0]1233 shares and 825,280 shares, respectivatpnaion stock of the Company.
In 1995, the Company contributed 110,000 sharéiseo€ompany's common stock to the ESOT which waheed at $1,787,500.

On August 15, 1997, as part of the 1995 settlerdestribed in note 11, the Company conveyed to tmpany's ESOT 620,586 shares of
common stock and $2,326,000 plus accrued intefeg226,000. Additionally, the Company agreed t@hes related claims with certain
ESOP participants by reducing the settlement payotherwise due to the ESOT by approximately $67 &0d 59,413 shares of the
Company's common stock, which were delivered toartko determine the proper payee or payees. Tmep@ny also agreed to make a
nondeductible payment of approximately $585,00h#IRS. The IRS agreed, among other things, HeeCompany may deduct in full the
value of the settlement payments to the ESOT abduat and that such payments and methods of allactte payments will not adversely
affect the tax qualification of the ESOP.

The conveyance of cash and stock resulted in a&dserin liabilities of $13,602,000, an increasadditional paid-in capital of $11,050,000
and a decrease in income tax expense of $11,846,000
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- Conti nued
(10) EMPLOYEE STOCK OWNERSHIP TRUST (ESOT) -- Conid

ESOP participants may request their distributisosmfthe ESOT in cash or Company common stock shiaelid by the ESOT. Future
distributions to ESOP patrticipants for the nexefirears based on December 31, 1997 market valu@smpany common stock could be as
much as:

1998 ...oveeeen $ 11,500,000
1999 ... 1,900,000
2000 .....ccceunees 2,900,000
2001 ..ovees 4,900,000
2002 ...oveeeenen 11,400,000
Thereafter ......... 45,800,000

In the absence of a liquid trading market for tlmnPany's common stock, the Company may be obligategpurchase shares of the
Company's common stock from ESOP participantstiwréuyears in the amounts detailed above. The B3 Tufficient assets to meet its
obligations, and the Company has recorded no additiiability beyond its contributions to the ESOT

In 1997 and 1996, the Company provided short-tetwaaces to the ESOT to assist in funding distringiand expenses. All advances to the
ESOT are unsecured and noninterest bearing. Atrbleee31, 1997 and 1996, the Company had advan@@@L000 and $1,926,000,
respectively. The amount due at December 31, 1fé@®, the ESOT, along with an additional advanc&%6,000, was repaid by the ESOT
during January 1997 by transferring 54,162 shaféiseoCompany's common stock to the Company.

(11) LITIGATION AND SETTLEMENTS

In 1995, the Company was involved in various legdilons as plaintiff and defendant against fornficers and directors, representatives of
the ESOT, minority shareholders and others. The i2zomy had requested, among other things, that tei@iCourt rescind certain
transactions (including the 1992 transactions desdrbelow) between the Company and former exeeutificers, the ESOP and others.

The Company and various other parties enteredsetit agreements in August 1995 which required eyanvce of Company common sto
payment of cash and extinguishment of amounts daad from the Company in consideration of relefsas all present and future claims
by, among and between the parties to the settlement

During 1992, the Company entered into a transaatitimthe Company's former president, whereby prigewith aggregate carrying values
of $2,592,000 and marketable equity securities agregate carrying values of $1,103,000 were eagddhfor 517,920 shares of common
stock of the Company and a note receivable for®2000. The fair values of the properties receibeded on current appraisals, aggregated
$5,907,000. The quoted market values of the mableetquity securities aggregated $2,781,000. Thehase price of the common stock was
equivalent to the former president's basis in slares. The Company recognized a gain on the ttomsaf $4,993,000 in 1992. As part of
the 1995 settlement, the common stock was retdiggble Company, the properties were returned t&Cttapany and the note receivable
canceled. Management of the Company determinedaiheeled note receivable did not exceed the féirevaf the properties received. This
portion of the settlement had no net impact onl®@5 consolidated statement of operations.

In May 1992, a limited partnership owned in partthg Company's former president, acquired 125,2@#acated shares of common stock of
the Company from the ESOT. These shares were achiar $124,529,000 through the assumption of ieggirincipal indebtedness from 1
ESOT of $94,348,000 and accrued interest and atiheances of $30,181,000. The Company had previoestyded, as contribution
expense, the accrued interest and other advanties ESOT. At the time the shares were sold, tfe183,000 was deferred and recorded
reduction of the contractual note receivable frbm limited partnership. The $94,348,000 note red#®; secured by Company stock as of
December 31, 1994, was comprised of the contraotal receivable from the limited partnership 024,529,000 net of the $30,181,000
deferrals. Contractual interest of $12,291,000h&nnote receivable from the limited partnership deferred as of December 31, 1993.
Pursuant to a Pledge Agreement, the shares of corstook were pledged as collateral to secure thenegeivable from the limited
partnership. The related note receivable was dtenimnnual equal installments beginning December 3
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(11) LITIGATION AND SETTLEMENTS -- Continued

1994 and had a stated interest rate of prime (&9%f December 31, 1993) payable annually beginDegember 31, 1994. As part of the
1995 settlement, the unallocated 125,242 shares eogveyed to the Company as treasury stock inaggehfor extinguishment of the
$94,348,000 note receivable and all related dedeareounts. This portion of the settlement had reich on the 1995 consolidated statement
of operations.

In 1994, the Company provided valuation allowarwe®2,502,000 on notes and accounts receivablenbi part of the 1995 litigation
settlement. The impact of the litigation settlemiactuded in the 1995 statement of operations vgdsliows:

ESOT contribution (8,500 shares and $2,000,000).... e $ 13,050,000

Settlement of notes and accounts receivable ($5,619 ,000) and cash paid

($9,665,000), net of related obligations ($1,064,0 00) and receipt of 12,227

shares of Company common stock ($9,207,000) ...... e 5,013,000

Legal expenses ($8,117,000), net of insurance reimb ursement ($6,627,000) ....... 1,490,000
$ 19,553,000

(12) EARNED STOCK COMPENSATION

In March 1996, the Company approved the 1996 S@ition Plan (the Plan) enabling the Company to tgstotk options to eligible plan
participants. The options vest immediately upohange in control, as defined, of the Company. Runsto this Plan, the Company in 1996
granted to an executive officer a nonstatutorylsttion to purchase 64,000 shares at a price0df25. per share, which option vested 50%
on January 1, 1996 and the remaining 50% vesteldonary 1, 1997. The Company recorded compensatjpgnse and additional paid-in
capital relating to this stock option during theayended December 31, 1996 of $1,240,000. An ineestock option was also granted to this
executive officer to purchase 160,000 shares ofigomstock of the Company at a price of $19.375spare, which option vests at a rate of
10% on December 31, 1996, 15% on December 31, 48825% annually on December 31 for the years eh€lie, 1999 and 2000. The f
market value of the Company's common stock was3¥8per share at the date this incentive stoclooptias granted.

In July 1997, the Company granted to key executivasstatutory stock options to purchase 27,500eshairthe Company's common stock at
a price of $30 per share. The options vest 20%aonary 1, 1998, 35% on January 1, 1999, and 45%ounary 1, 2000. At the date of grant,
the estimated fair market value of the stock was@pmately $46 per share. In 1997, the Compangrod compensation expense and
additional paid-in capital relating to these opsi@i $167,000.

Transactions involving the 1996 Stock Option Plemas follows:

199 7 1996
Number of Average Number of Average
shares price shares  price
Stock options:
Outstanding, beginning of year ..... 224,000 $ 13.84 - $ -
Granted during the year ............ 27,500 30.00 224,000 13.84
Exercised during the year .......... (25,000) 0.01 -
Outstanding, end of year ........... 226,500 $ 17.33 224,000 $ 13.84
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(12) EARNED STOCK COMPENSATION -- Continued

Options outstanding and exercisable are as follows:

Outstanding at  Exercise Exercisable a t Average

December 31, 1997 price December 31, 19 97 price
39,000 $ 0.01 39,000 $ 0.01
160,000 19.38 40,000 19.38
27,500 30.00 5,500 30.00
226,500 $ 17.33 84,500 $ 11.13

On January 1, 1996, the Company adopted SFAS 1@yukting for Stock-Based Compensation, which peranitities to recognize as
expense over the vesting period the fair valudlaftack-based awards on the date of grant. AlternativediA$S 123 allows entities to disclc
pro forma net income and income per share as ifdin@alue-based method defined in SFAS 123 hashtagplied, while continuing to apply
the provisions of Accounting Principles Board (ARBinion No. 25, Accounting for Stock Issued to Hoypes, under which compensation
expense is recorded on the date of grant onheittirrent market price of the underlying stock exisethe exercise price.

The Company has elected to apply the recognitiomigions of APB Opinion No. 25 and provide the foona disclosure provisions of SF;
123. Had compensation expense for the Companyésiive and nonstatutory stock options been deteunbased upon the fair value at the
grant date consistent with the methodology preedrinder SFAS 123, the Company's net income antédiearnings per share would have
been reduced by approximately $501,000, or $.1Zlpare in 1997 and $367,000, or $.07 per shar896.1IThe weighted average fair value
of all options granted during 1997 and 1996 isnested as $36.38 and $12.34 per share, respectoretpe date of grant using an option-
pricing model with the following assumptions: extgetdividend yield of 0.0%, risk-free interest rafe7.0%, and an average expected life of
ten years in 1997 and 11.4 years in 1996. The sidck volatility was 52.7% in 1997.

Pro forma net income reflects only options grarged vested by the end of the respective year. Tdrerghe full impact of calculating
compensation expense for stock options under SE283slnot reflected in the pro forma net income ants presented above because
compensation expense is reflected over the opti@s¢ing period.

(13) STOCK SPLIT

On May 29, 1996, the Company approved an incregase 225,000 to 10,000,000 in the number of shafesmmon stock authorized for
issuance by the Company and a decrease in theaper per share of common stock from $20.00 to $A@dlitionally, the Company approv
an 80-for-1 stock split of the Company's commottlsfor all issued and outstanding shares not tiedeh in the Company's treasury.
Accordingly, the common stock par value decreasem 4,500,000 to $100,000 with an off-setting é&se in additional paict capital fron
$2,679,000 to $7,079,000. All periods presentecttmen restated to reflect the effect of the Comipatock split.

(14) TREASURY STOCK

Included in treasury stock transactions during 1i83Fe purchase by the Company of 948,880 shdiiés @dmmon stock from a shareholder
in January 1997 for $25,857,000, payable in cas$i1@f849,000 (which included approximately $39,00terest) and a note payable of
$12,990,000 (net of expenses totaling approxim&ibi,000), bearing interest at 8% and due Janu&rg9o9.

(15) FAIR VALUES OF FINANCIAL INSTRUMENTS

The following disclosure of the estimated fair vabf financial instruments is made in accordandé thie requirements of SFAS No. 107,
Disclosures About Fair Value of Financial InstrurtseiThe estimated fair value amounts have beemrdited by the Company, using
available market information and appropriate vatmmethodologies. However, considerable judgmengduired in interpreting market data
to develop the estimates of fair value. Accordingihe estimates
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(15) FAIR VALUES OF FINANCIAL INSTRUMENTS -- Contined

presented herein are not necessarily indicatith@fmounts that the Company might realize in eectimarket exchange. The use of
different market assumptions and/or estimation wadlogies may have a material effect on the estthir value amounts.

o Notes receivable -- Fair value for notes recdvalas estimated utilizing discounted cash flowcakdtions based on interest rates currently
offered for notes with similar terms and credikris

o Temporary investments -- Fair values for temponavestments were based upon quoted market prices.
o Notes payable to banks and others -- The carmaihge of these financial instruments approximéésvalue.

o0 Mortgage indebtedness -- The carrying value dbbée rate mortgages approximates fair value. ¥alire for fixed rate mortgage
indebtedness was estimated utilizing discountel fita® calculations based on the Company's increatdrorrowing rates for similar types
of borrowing arrangements.

o Off-balance sheet instruments -- Fair value oficitments to extend credit, guarantees of debiettets of credit is based on the estimated
fees which would be charged for similar arrangementhe estimated cost to terminate or otherwésidesthe obligations with the
counterparties at the reporting date. The aggregyataint of these fees is not material to the cdusi@d financial statements.

The estimated fair values of the Company's findriegruments were as follows:

19 97 1996

Carrying Fair Carrying Fair

value value value value
Financial assets:
Temporary investments ............ $ 42,633,000 $ 42,633,000 $ 45,053,000 $ 45,053,000
Notes receivable ................. 40,757,000 39,861,000 21,514,000 20,900,000
Financial liabilities:
Notes payable to banks and others 12,990,000 12,990,000 2,000,000 2,000,000
Mortgage indebtedness ............ 288,553,000 279,341,000 309,188,000 300,234,000

The fair value estimates presented are based ormation available to management as of Decembet@®7 and 1996. Although
management is not aware of any factors that waghifscantly affect the estimated fair value amayrguch amounts have not been revalued
for purposes of these consolidated financial statemsince the balance sheet date, and curremiagsti may differ significantly from the
amounts presented above.

(16) POTENTIAL SALE OF COMPANY

In December 1997, with the approval of the Boar®wéctors, the Company entered into a definitigge@ment to merge with a wholly-
owned subsidiary of Highwoods Properties, Inc. {iigods), a real estate investment trust based ithNZarolina for consideration of $65
per common share of the Company to be receiveccambination of cash and Highwood's common stoghjext to certain limitations. The
potential merger is conditional upon the appro¥alm-thirds of the Company's shareholders. Unaetain conditions, if the Highwoods
transaction is not consummated because the Bodd@tedtors withdraws its support for the transattihe Company may be required to pay
a breakup fee ranging from $2,500,000 to $17,2@t{6Highwoods.
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INDEPENDENT AUDITORS' REPORT

Board of Directors
J.C. Nichols Company
Kansas City, Missouri:

Under date of March 6, 1998, we reported on thesalisated balance sheets of J.C. Nichols Compadysahsidiaries (the Company) as of
December 31, 1997 and 1996 and the related coasadidtatements of operations, stockholders' e¢uleticit) and cash flows for each of 1
years in the three year period ended Decemberd®T,, Which are included in the prospectus. In cotiop with our audits of th
aforementioned consolidated financial statementsalso have audited the related consolidated finhstatement schedules in the
registration statement. These consolidated finhstiéement schedules are the responsibility oftbeapany's management. Our
responsibility is to express an opinion on thegesotidated financial statement schedules basedipaulits.

In our opinion, these consolidated financial staetrschedules, when considered in relation to #séclzonsolidated financial statements
taken as a whole, present fairly, in all materssects, the information set forth therein.

/sl KPMG Peat Marwi ck LLP

Kansas City, M ssouri
March 6, 1998
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J.C. NICHOLS COMPANY AND SUBSIDIARIES

SCHEDULE OF REAL ESTATE AND ACCUMULATED DEPRECIATIO N
DECEMBER 31, 1997

Total
Initial
Bu ilding Bldg.
Location/Development Building Type Encumbrances Land Costs
Kansas City, Missouri
Country Club Plaza .......... Millcreek Offi ce& $2595435 $73343 $ 82,820

Block Ret ail
Country Club Plaza .......... Triangle Block Reta il 1,709,189 32,857 284,951
Country Club Plaza .......... Balcony Block  Offi ce & 3,734,895 80,670 4,755,506

Ret ail
Country Club Plaza ......... Macy Building Reta il - 41921 140,668
Country Club Plaza .......... Esplanade Offi ce & 7,659,699 138,830 883,230

Block Ret ail
Country Club Plaza .......... Plaza Central Reta il 1,519,279 111,638 818,484
Country Club Plaza .......... Theatre Block Offi ce & 5,507,387 92,377 796,865

Ret ail
Country Club Plaza .......... Swanson Block Reta il 3,608,288 103,707 83,720
Country Club Plaza .......... Halls Building Reta il 1,645,886 101,668 3,209,723
Country Club Plaza .......... Nichols Block Offi ce & 3,165,165 87,694 349,267
Ret ail
Country Club Plaza .......... Time Block Offi ce & 11,774,413 215,950 1,907,746
Ret ail
Country Club Plaza .......... 48th & Penn Reta il 1,772,492 42,299 177,782
Country Club Plaza .......... Seville Shops Reta il 2,278,919 224,485 572,084

West
Country Club Plaza .......... Plaza Savings Reta il 1,962,402 64,430 1,949,328

South
Country Club Plaza .......... Court of the Reta il 2,658,739 51,212 2,744,639

Penguins
Country Club Plaza .......... Seville Square Offi ce & 6,013,813 62,844 1,969,500

Ret ail
Country Club Plaza .......... Plaza Parking Park ing -- 689,286 204,291
Country Club Plaza .......... Common Areas Side walks, - - 336,922
Fou ntains,
Sta tues
4620 Nichols Parkway ........ Parkway Offi ce - 44,414 858,939

Building
300-320 East 51st St. ....... Colonial Shops Reta il - 6,805 139,680
301-337 East 55th St. ....... Crestwood Reta il -- 18,205 114,196

Shops
63rd & Brookside ............ Brookside Offi ce & 4,251,989 128,392 521,792

Shops Ret ail
7100-7126 Wornall Rd. ....... Romanelli Reta il - 4,656 87,629

Shops
Red Bridge & Holmes ......... Red Bridge Reta il - 8,860 1,717,885

Shops
7140 Wornall Road ........... Romanelli Offi ce & - 1,404 8,351

Annex Ret ail
Two Brush Creek Blvd. ....... Two Brush Offi ce 6,533,612 6,539 7,327,125

Creek Plaza
One Ward Parkway ............ One Ward Offi ce - 10,755 5,946,413

Parkway
400 East Red Bridge Rd. ..... Red Bridge Offi ce 617,578 4,290 1,382,758

Prof. Bldg.

801 West 47th St. ........... Park Plaza Offi ce 5,697,297 132,572 6,769,352
Total
Costs Cost

Capitalized -------

Subseqg.to  Land &  Buildings/ Accum. D ate of Date
Location/Development Acquisition  Impt S. Impts. Total Depr. Const.  Acquired
Kansas City, Missouri
Country Club Plaza .......... $4,731,005 $73, 343 $4,813,825 $4,887,168 $2,012,051 1920 1906-1910
Country Club Plaza .......... 651,188 32, 857 936,139 968,996 397,887 1925 1906-1910
Country Club Plaza ... 1,568,643 80, 670 6,324,149 6,404,819 2,969,614 1925 1906-1910
Country Club Plaza .. 2,442,558 41, 921 2,583,226 2,625,147 749,151 1926 1906-1910
Country Club Plaza 2,469,596 138, 830 3,352,826 3,491,656 2,033,551 1928 1906-1910
Country Club Plaza 2,615,338 111, 638 3,433,822 3,545,460 1,959,734 1958 1906-1910
Country Club Plaza ... 1,701,276 92, 377 2,498,141 2,590,518 1,312,854 1928 1906-1910
Country Club Plaza ... 5,509,830 103, 707 5,593,550 5,697,257 2,412,931 1967 1906-1910
Country Club Plaza ... 411,563 101, 668 3,621,286 3,722,954 2,605,389 1964 1906-1910
Country Club Plaza ... 2,150,060 87, 694 2,499,327 2,587,021 2,005,691 1930 1906-1910
Country Club Plaza ... 2,749,542 215, 950 4,657,288 4,873,238 3,159,581 1929 1906-1910
Country Club Plaza ... 298,215 42, 299 475,997 518,296 316,379 1948 1906-1910
Country Club Plaza ... 132,756 224, 485 704,840 929,325 271,323 1980 1906-1910
Country Club Plaza ... 182,654 64, 430 2,131,982 2,196,412 669,833 1948 1906-1910
Country Club Plaza 198,019 51, 212 2,942,658 2,993,870 2,825,831 1945 1975




Country Club Plaza ... 7,042,257 62,
Country Club Plaza ... -- 689,
Country Club Plaza ... 869,687 744,
4620 Nichols Parkway ........ 524,327 44,
300-320 East 51st St. ....... 90,809 6,
301-337 East 55th St. ....... 85,819 36,
63rd & Brookside ............ 922,710 142,
7100-7126 Wornall Rd. ....... 54,694 4,
Red Bridge & Holmes ......... 1,863,187 532,
7140 Wornall Road 34,369 1,
Two Brush Creek Blvd. ....... 431,593 6,
One Ward Parkway ............ 228,161 10,
400 East Red Bridge Rd. ..... 342,585 4,
801 West 47th St. ........... 797,119 132,
Depr.
Location/Development Life

Kansas City, Missouri

Country Club Plaza .......... 20-40
Country Club Plaza .......... 20-50
Country Club Plaza .......... 20-50
Country Club Plaza .. 20-50
Country Club Plaza ... 20-50
Country Club Plaza 20-40
Country Club Plaza 20-45
Country Club Plaza ... 20-55
Country Club Plaza ... 20-60
Country Club Plaza ... 20-45
Country Club Plaza ... 20-45
Country Club Plaza ... 20-40
Country Club Plaza ... 20-45
Country Club Plaza ... 20-40
Country Club Plaza ... 10-20
Country Club Plaza ... 10-39
Country Club Plaza 15
Country Club Plaza .......... 10-20
4620 Nichols Parkway ........ 20-45
300-320 East 51st St. ....... 20-25
301-337 East 55th St. ....... 15-50
63rd & Brookside ............ 10-50
7100-7126 Wornall Rd. . 10-49
Red Bridge & Holmes .........  10-50
7140 Wornall Road ........... 20
Two Brush Creek Blvd. ....... 10-45
One Ward Parkway ............ 10-45
400 East Red Bridge Rd. ..... 10-31.5
801 West 47th St. ........... 10-45

844
286
254

805
357
844
656

404
539
755
290
572

9,011,757
204,291
462,355

1,383,266
230,489
181,863

1,430,050
142,323

3,057,309

42,720

7,758,718

6,174,574

1,725,343

7,566,471
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9,074,601
893,577
1,206,609
1,427,680
237,294
218,220
1,572,894
146,979
3,589,932
44,124
7,765,257
6,185,329
1,729,633
7,699,043

7,098,693
147,941
822,251
870,970
140,873
145,015
937,925
99,965
2,878,549
2,770
4,625,583
3,833,959
1,178,019
3,735,136

1945

1920-1964 1906-1910
1920-1964 1906-1910

1955
1907
1932
1919

1975

1906-1910
1907
1923
1920



Bu
Location/Development Building

4900 Main ......cccceeeueees 4900 Main Off
Bldg. Va
1.
Ac
400 East Bannister Rd. ...... Bannister Ind
Business
Center
6310 Troost .........c....... Retail Shops Lan
664 E. Red Bridge Road ...... KFC Lan
11049 Holmes .........ceeee.. Burger King Lan
135th & Holmes
(18.6 Acres) .....cceeenne Golf Driving  Lan
Range
Bannister & Raytown
Rd. i 2.928 Acres Bld
(6)655 East Minor Drive ..... Coach House Apa
South
(6)11230 Oak ................ Coach House Apa
11209 McGee Drive ........... Coach Lamp Apa
4509 Wornall Rd. ... Wornall Road  Apa
4517 Wornall Rd. ............ St. Charles Apa

221 West 48th St. ........... Regency Apa
House
121 West 48th St. ........... Sulgrave Apa
4600 Nichols Parkway ........ Park Lane Apa
4417 Pennsylvania ........... Penn Wick Apa
4424-4426 Pennsylvania ...... Cole Gardens  Apa
4419 Pennsylvania ........... Tama Apa
333 West 46th Terr. ......... Neptune Apa
4921 Wornall Rd. ............ Wornall Point  Apa
Plaza Area .................. 54 Rental Sin
Houses Fam
95th & Noland Road .......... Vacant Lot
2.72 Acres
72nd & Wyandotte ............ Maintenance
Shop

26 Miscellaneous Vacant
Lots, Less Than 1 Acre

Each
46th Terr. &
Pennsylvania ............... Surface Par
Parking
Various Locations ........... Const. In Dev
Progress Co
an
Im
Lee's Summit, Missouri
211 N. E. Lakewood
Bivd. ..o Sales Office Ret
Shawnee Mission, Kansas
5000-5012 State Line ........ Westwood Ret
Shops

2700-2812 W. 53 Street ...... Fairway Shops Ret
Mission Road &

Tomahawk ................... Prairie Village Ret
Shops Off
Costs
Capitalized -------
Subseq.to  Land
Location/Development Acquisition  Impt
4900 Main ........cccee.. 1,452,477 2,138,
400 East Bannister Rd. ...... 181,583 177,
6310 Troost ........ccee.... 44,034 57,
664 E. Red Bridge Road ...... --
11049 Holmes ................ -- 100,
135th & Holmes
(18.6 Acres) .....ccceeeeees -- 5,
Bannister & Raytown
Rd. oo - 1,
(6)655 East Minor Drive ..... 2,988,581 2,980,
(6)11230 Oak ................ 1,205,966 854,
11209 McGee Dirive ........... 630,102 189,

Total

Initial
ilding Bldg.
Type  Encumbrances Land Costs

ice & 22,460,327 2,138,451 18,977,120
cant

926

res

ustrial 1,208,571 5,839 1,553,689

d Lease -- 13,764 --
d Lease -- 604 -

d Lease -- 100,465 --
d Lease -- 5,074 1
g. Lease -- 1,589 1

rtments 20,000,000 54,754 23,400,787

rtments 8,000,000 16,285 6,474,535

rtments -- 16,374 1,989,363
rtments -- 5,188 93,720
rtments -- 4,200 57,600

rtments 4,396,430 35,263 3,085,365

rtments 8,164,799 240,000 5,145,373

rtments -- 55,960 554,840
rtments -- 4,108 208,509
rtments -- 4,521 287,844
rtments -- 15,952 1
rtments 3,538,739 -- 5,987,040
rtments -- 18,750 656,250
gle 23,470 177,324 3,339,091
ily

-- 6,000 --

- 1,243 684,964

- 1,087,843 -
king - - 254,075
elopment -- 303,966 --
sts
d Tenant
provements
ail - 267,122 133,333
ail - 2,470 21,236
ail 2,874,813 1,099 243,393

ail & 11,384,100 30,889 2,150,389
ice

Total

Cost
&  Buildings/ Accum. Date of
S. Impts.  Total Depr. Const.

451 20,429,597 22,568,048 8,429,077 1986
540 1,563,571 1,741,111 1,093,407 1985

798 ~ 57,798 44,034 1974
604 - 604 - -
465 -~ 100,465 - -
074 1 5075 - -
589 1 1,590 - -

304 23,463,818 26,444,122 11,421,626 1986
240 6,842,546 7,696,786 3,995,979 1984
645 2,446,194 2,635,839 2,082,989 1961

Date
Acquired



4509 Wornall Rd. ............ 14,384 5,
4517 Wornall Rd. ... . 16,137 4,
221 West 48th St. ........... 3,414,509 35,
121 West 48th St. ........... 2,585,132 240,
4600 Nichols Parkway ........ 319,593 55,
4417 Pennsylvania ........... 5,227 4,
4424-4426 Pennsylvania ...... -- 4,
4419 Pennsylvania ........... 9,166 15,
333 West 46th Terr. ...... 114,661 94,
4921 Wornall Rd. ... 1,931 20,
Plaza Area .................. 15,032 177,

95th & Noland Road .......... - 6,

72nd & Wyandotte ............ -- 1,

26 Miscellaneous Vacant 76,468 1,164,
Lots, Less Than 1 Acre

Each

46th Terr. &

Pennsylvania ............... --

Various Locations ........... 5,664,412 303,
Lee's Summit, Missouri

211 N. E. Lakewood

(211770 I 8,249 275,
Shawnee Mission, Kansas

5000-5012 State Line ........ 116,460 2,
2700-2812 W. 53 Street ...... 1,487,462 27,
Mission Road &

Tomahawk ................... 3,690,459 121,

Depr.
Location/Development Life

4900 Main ......cccceevennes 10-50
400 East Bannister Rd. ...... 10-40
6310 Troost .........ueenn.. 20

664 E. Red Bridge Road ...... -
11049 Holmes ........uceeeeen --
135th & Holmes

(18.6 Acres) .....cceeeene. -
Bannister & Raytown

Rd. e -

(6)655 East Minor Drive ..... 10-35
(6)11230 Oak ........ceueueee

11209 McGee Drive .

4509 Wornall Rd. ............ 15
4517 Wornall Rd. ............ 15-27.5
221 West 48th St. .. 10-40
121 West 48th St. ........... 10-31
4600 Nichols Parkway ........ 8-21
4417 Pennsylvania ........... 7-31.5
4424-4426 Pennsylvania ...... 7
4419 Pennsylvania ........... 15
333 West 46th Terr. ....... 10-40
4921 Wornall Rd. ... 31.5
Plaza Area .................. 10-31.5
95th & Noland Road .......... --
72nd & Wyandotte ............ 10-40
26 Miscellaneous Vacant --
Lots, Less Than 1 Acre

Each

46th Terr. &

Pennsylvania 10-40
Various Locations ........... --
Lee's Summit, Missouri

211 N. E. Lakewood

(21177 I 15-31.5
Shawnee Mission, Kansas
5000-5012 State Line ........ 48
2700-2812 W. 53 Street ...... 10-39
Mission Road &

Tomahawk ................... 10-50

188
200
263
000
960
108
521
952
557
681
324

000

243
311

966

371

470
330

092

108,104
73,737
6,499,874
7,730,505
874,433
213,736
287,844
9,167
6,007,144
656,250
3,354,123

684,964

113,292 107,477 1918
77,937 59,217 1922
6,535,137 4,933,662 1960
7,970,505 4,513,357 1967
930,393 837,511 1924
217,844 209,190 1960
292,365 287,844 1960
25,119 389 1960
6,101,701 2,409,329 1988
676,931 253,211 1950
3,631,447 1,882,222 1920's
1930'
6,000 - -
686,207 275,421 1986

- 1,164,311 20,456 --

254,075
5,664,412
133,333

137,696
1,704,624

5,750,645

F-31

254,075 26,819 --

5,968,378 - -

408,704 23,100 1975

140,166 22,805 1926
1,731,954 391,238 1940

5,871,737 3,508,640 1948

1968
1972
1961
1976
1971
1987
1987
1979
1910
1987

& 1971-1989

S

1956
1983
1930-1985

1993

1949
1962

1962



Bu
Location/Development Building

83 & Mission Road .......... Corinth Square
Shops

3910-4024 W. 95 Street ..... 95 & Mission
Road
Shops

Reta

Reta

9507-9541 Nall ............. Trailwood Reta

Shops

9555-9563 Nall ............. 96 & Nall Reta

Shops
5205-5287 W. 95 Street ..... Trailwood Ill
Shops

4101-4117 W. 83 Street ..... Corinth Shops

South

Reta

75&1-35 i, Georgetown Reta

Shops
8340 Mission Road .......... Corinth Office
Building

Offi

4121 W. 83 Street .......... Corinth Offi

Executive
Building

7315 Frontage Road ......... Hartford Office Offi

Building

4200 Somerset .............. Nichols Offi

Building

11111 W. 95 Street ......... Oak Park Bank
Building

7301 Mission Road .......... Prairie Village
Office Ctr

(6)4350 Shawnee Msn

Offi

Offi

Pkway ......ccccocoeeenne Fairway West  Offi

Office Ctr.

2400 W. 75 Street .......... Brymar Offi

Building
(6)4330 Shawnee Msn

Pkway ......cccccvvinenns Fairway North  Offi

11836-50 W. 85 Street ...... Quivira Bus
Park --
Bldg A

8441-8457 Quivira .......... Quivira Bus
Park --
Bldg B

8419-8433 Quivira .......... Quivira Bus
Park --
Bldg C

8403-8417 Quivira .......... Quivira Bus
Park --
Bldg D

8347-8363 Quvira ........... Quivira Bus

Bldg E

11835-55 W. 83 Street ...... Quivira Bus
Park --
Bldg F

8605-8619 Quivira .......... Quivira Bus
Park --
Bldg G

Costs
Capitalized -------
Subseqg.to Land
Location/Development Acquisition

83 & Mission Road .......... 3,832,759
3910-4024 W. 95 Street ..... 72,142
9507-9541 Nall
9555-9563 Nall
5205-5287 W. 95 Street ..... 4,820

4101-4117 W. 83 Street ..... 2,455,002

75&1-35 i 1,173,856 69,7

8340 Mission Road ..
4121 W. 83 Street ...
7315 Frontage Road ...
4200 Somerset
11111 W. 95 Street ......... 105,877

266,179
395,038
454,367

254865 251
13,2

Indu

Indu

Indu

Indu

Indu

Indu

Indu

Impts

519,6

63,2

26,924 4,2
22,347 2,3

1,4
116,9

3,7

6,3

64,3

Reta

Total

Initial
ilding Bldg.
Type  Encumbrances Land Costs

il 6,976,058 43,330 2,033,398

il - 3,041 110,785

il - 4,232 567,658
il -- 509 151,583
il 856,071 1,459 1,473,877
il 1,967,606 11,931 191,765

il - 11,335 1,548,724

ce 954,382 3,715 1,121,970
ce 381,708 6,309 1,117,443
ce -- 5,004 1,344,996

ce 1,011,644 6,834 1,849,885
ce 430,663 4,912 1,025,676
ce - 44,254 443,776

ce 4,775,000 68,829 3,771,257
ce -- -- 1,634,058

ce 4,500,000 109,739 3,809,023
strial 18,918 24,605 246,154

strial - 29,968 284,611
strial 18,918 23,079 235,351
strial 18,918 23,189 256,012

strial 145,159 31,309 304,368

strial 150,496 34,061 463,200

strial 106,734 27,279 244,256

Total
Cost
& Buildings/ Accum. Date of
Impts. Total Depr. Const. Ac

35 5,389,852 5,909,487 3,830,299 1962
54 122,714 185,968 146,476 1965

32 594,582 598,814 468,212 1968

58 172,081 174,439 133,632 1976

59 1,478,697 1,480,156 781,504 1986
99 2,541,699 2,658,698 1,362,619 1953
84 2,664,131 2,733,915 1,478,208 1974
15 1,388,149 1,391,864 1,101,136 1960
09 1,512,481 1,518,790 888,205 1973
77 1,739,990 1,804,367 1,181,303 1978
35 2,086,449 2,111,584 1,327,703 1978
02 1,123,263 1,136,465 773,331 1976



7301 Mission Road .......... 440,346 53,4
(6)4350 Shawnee Msn

Pkway ......ccccovvenennns 572,600 147,3

2400 W. 75 Street .......... 204,850 5,8
(6)4330 Shawnee Msn

Pkway .......cccoovenenne 224,819  209,6
11836-50 W. 85 Street ...... 156,518  105,8

8441-8457 Quivira .......... 36,816 29,9
8419-8433 Quivira ........ 109,159 23,0

8403-8417 Quivira .......... 49,929 23,1
8347-8363 Quvira ........... 105,019 31,3
11835-55 W. 83 Street ...... 130,045 34,0
8605-8619 Quivira .......... 4,428 27,2

874,946

4,265,367
1,833,100

3,933,930
321,476
321,427
344,510
305,941
409,387
593,245
248,684

F-32

928,376

4,412,686
1,838,908

4,143,581
427,277
351,395
367,589
329,130
440,696
627,306
275,963

512,727

2,231,978 1983
1,600,801 1968

2,202,673 1985

264,513
230,765
187,717
191,804
258,042
330,901
153,103

1960

1973
1975
1973
1973
1973
1973
1973

1981

1981
1984

1985
1973
1973
1973
1973
1973
1973
1973

15-20

15-32
15-20

10-45
15-45
15-35
15-45
15-45
10-45
15-45
15-45



Bu
Location/Development Building
11730-11748 W. 86
Terrace ......ccccvvvvenes Quivira Bus Indu
Park --
Bldg H
11705 W. 83 Terrace ........ Quivira Bus Indu
Park --
Bldg WE
11531-11621 W. 83
Terrace ......ccccovvvenees Quivira Bus Indu
Park --
Bldg J
11633-11647 W. 83
Terrace ......ccccovvvenees Quivira Bus Indu
Park --
Bldg K
11505-11517 W. 83
Terrace .......cccevvvenes Quivira Bus Indu
Park --
Bldg L
11100-11200 Antioch ........ Shannon Valley Reta
8201 Mission Road .......... Land
4010 Somerset 1.25 Acres Land
1-35 & 75th St.
(1.1 Acres) ....cccuvveeees Perkins Land
Restaurant
1-35 & 75th St.
(.45 AcCres) ....ccceveeees Bank Drive-In  Land
1-35 & 75th St.
(.86 AcCres) ............... Convenience Land
Store
1-35 & 75th St.
(.64 Acres) .....ccceveees Vacant Land
5301 West 95th St.
(.31 ACres) ......ccueee.. Savings & Land
Loan
75th & Reinhardt ........... Service Station Vaca
Bui
and
8100-8300 Quivira .......... Vacant Land
45 Acres
99th & Nieman Road ......... Vacant Land
22 Acres
3541 Somerset Drive ........ Maintenance
Shop
151st & Nall ............... 11.214 Acres
Land
Johnson Drive & Hwy. 7 ..... Farm House &
Bldgs.
135th-143rd, Metcalf to
Nall ..o Farm Houses
& Bldgs.
Various Locations .......... Tenant Cons
Improvements, Prog
Etc.
3617 & 3733 Somerset
Drive ..ccocccvveeeeennn. Corinth Place 2 Co
Villas
Costs
Capitalized -------

Subseq.to Land
Location/Development Acquisition Impts

11730-11748 W. 86

Terrace ......ccccvvvenes 54,288 36,0
11705 W. 83 Terrace ........ 169,830 45,4
11531-11621 W. 83

Terrace .....cccccvvvennnn. 372,485 355,8
11633-11647 W. 83

Terrace ......ccccvvvvenes 88,880 82,5
11505-11517 W. 83

Terrace .....cccccvvvennnn. 88,940 82,5
11100-11200 Antioch ........ 1,830,227 1,800,0
8201 Mission Road .......... - 276,6

Total

Initial
ilding Bldg.
Land Costs

Type Encumbrances

strial 131,283 36,082 324,805
strial 53,237 45,412 516,014
strial 1,396,000 4,962 1,064,467
strial 304,000 1,982 364,696
strial 300,000 2,056 400,517
il 6,738,583 1,800,000 6,307,009
Lease -- 276,648 --
Lease -- 2,166 --
Lease -- 1,303 -
Lease -- 537 --
Lease -- 1,020 --
-- 390 --
Lease -- 155 --
nt -- 12,825 --
Iding
Land
-- 81,308 --
-- 26,830 --
-- 850 266,120
-- 32,079 159,770
-- -- 53,106
-- -- 467,987
t.In -- -- --
ress
ndos - 541 313,608
Total
Cost
& Buildings/ Accum. Date o
Impts. Total Depr. Const
82 379,093 415,175 209,590
12 685,844 731,256 381,393
96 1,086,018 1,441,914 899,994
10 373,048 455,558 303,951
59 408,954 491,513 331,005
00 8,137,236 9,937,236 4,145,178
48 - 276,648 -

(S

1

f

973
973

983

985

985
988

Date
Acquired

1973
1973

1965
1965
1965

1988
1957



4010 Somerset ..............
1-35 & 75th St.

(1.1 Acres) ....cccvvveeees
1-35 & 75th St.

(.45 ACres) .......cc......
1-35 & 75th St.

(.86 AcCres) ......cccueees
1-35 & 75th St.

(.64 Acres) ...............
5301 West 95th St.

(.31 Acres) .....
75th & Reinhardt ...........
8100-8300 Quivira ..........
99th & Nieman Road .........
3541 Somerset Drive ........

151st & Nall ............... 11,945

Johnson Drive & Hwy. 7 ....
135th-143rd, Metcalf to
Nall ..o --
Various Locations ..........
3617 & 3733 Somerset

Depr.
Location/Development

- 21
- 13
- 5
- 10
- 3

- 1
~ 128

- 81,3

210,628

260,499

5

Life

11730-11748 W. 86

Terrace .....cccccvvvvnnnn. 15-45

11705 W. 83 Terrace ........
11531-11621 W. 83

Terrace .....cccccvvvvnnnn. 10-35

11633-11647 W. 83

Terrace ......ccccvvvenes 15-35

11505-11517 W. 83

Terrace .....cccccvvvnnnn. 15-35

11100-11200 Antioch ........
8201 Mission Road ..........
4010 Somerset ..............
1-35 & 75th St.

(1.1 Acres) ......ccueee.

1-35 & 75th St.

(.45 AcCres) ....ccceveeees

1-35 & 75th St.

(.86 AcCres) ...............

1-35 & 75th St.

(.64 Acres) .....cccveees
5301 West 95th St.

(.31 ACres) ......ccueee..

75th & Reinhardt ...........
8100-8300 Quivira ..........
99th & Nieman Road .........
3541 Somerset Drive ........
151st & Nall ...............
Johnson Drive & Hwy. 7 ....
135th-143rd, Metcalf to

Nall .o, 20-27.5

Various Locations ..........
3617 & 3733 Somerset

Drive ...ccccccveeeeennn. 15-27.5

8
44,0

66

03

37

20

266,120
159,770
53,106

467,987
260,499

313,608

F-33

2,166 --
1,303 --
537 --
1,020 --
390 -
155 --

12,825 --

81,308 --

237,458 177,275 1966-1
266,970 132,914 1
203,794 157,673 1940

53,106 53,105 1940

467,987 158,362 1950
260,499 --

314,149 37,701 1

- 1955
- 1953
- 1953
- 1953
- 1953
- 1972
- 1950
- 1955
995 1959
987 1957
's 1983
's 1981

s 1989
- 1995

989 1957



Bu
Location/Development Building
84th & Mission Road ......... Corinth Apar
Gardens
4120 West 94th Terr. ........ Kenilworth Apar
(6)3815 Somerset Drive ...... Corinth Place Apar
3518 West 83rd St. .......... Mission Valley Apar
8037 MohawkK ................. Corinth Apar
Paddock

Olathe, Kansas

1515 E. Santa Fe ............ Land

Miami County, Kansas

250th & Farley .............. 810 Acre Land
Farmland

Osage City, Kansas

(1)East Hiway 31 ............ Manufactured  Buil
Homes Lea
Plant
Valuations
Reserve

Des Moines, lowa

(2)4201 Westown

Parkway ..........cc.c.e.... Highland Offi
Building

(2)4200 Corporate Drive ..... Crestwood Offi
Building

(3)4344 Corporate Drive ..... Sunset Offi
Building

(3)4601 Westown

Parkway Veridian Offi
Building

(3)4200 University Ave. ..... Edgewater Offi
Building

(3)4445 Corporate Drive ..... Waterford Offi
Building

(4)4401 Westown

Parkway ..........cccc.u.... Neptune Offi
Building

(5)6031 Meadow Crest

Drive ...coooeeviiienis Winwood Apar
Apartments

St. Petersburg, Florida

135 1st Ave NE .............. Vacant Land

Total Revenue -- Producing Properties ............
(7)Preference Item ........ccccccevveeviireeennen.

Total Encumbrances -- Revenue-Producing Property .

Costs

Capitalized -------

Subseq. to Lan
Location/Development Acquisition  Impt
84th & Mission Road ......... 31,098 47
4120 West 94th Terr. ........ 2,640,303 347
(6)3815 Somerset Drive ...... 665,189 650
3518 West 83rd St. .......... 889,006 93
8037 Mohawk ................. 308,626 307
Olathe, Kansas
1515 E. Santa Fe ............ -- 44
Miami County, Kansas
250th & Farley .............. - 1,173
Osage City, Kansas
(1)East Hiway 31 ............ 682,582 47

Des Moines, lowa
(2)4201 Westown

Parkway ...........c.c...... (213,725) 1,066
(2)4200 Corporate Drive ..... - 171
(3)4344 Corporate Drive ..... 463,315 93
(3)4601 Westown

Parkway ..........ccc.u.... 584,787 396
(3)4200 University Ave. ..... 1,192,112 683
(3)4445 Corporate Drive ..... - 234
(4)4401 Westown

Parkway ..........c.c...... 1,812,768 1,161
(5)6031 Meadow Crest

DrVe e 123,227 1,299

St. Petersburg, Florida
135 1st Ave NE .............. -- 156

Total

Initial
ilding Bldg.
Type  Encumbrances Land Costs
tments - 43,000 228,396

tments 7,569,683 63,527 4,085,515
tments 4,500,000 27,101 3,868,982
tments 1,160,839 38,192 930,039
tments 307,515 205,500 986,170

Lease - 44,441 -

Lease - 1,173,083 357,950

ding 4,800,000 47,840 3,866,625
se

- -~ (1,194,800)

ce 6,261,065 1,066,243 5,056,684
ce 2,315,737 171,121 2,068,285
ce 907,993 93,759 834,073

ce 7,220,709 396,387 5,530,003
ce 8,928,602 458,901 6,699,069
ce 4,561,586 234,529 3,977,761
ce 6,000,000 624,327 4,363,862

tments 23,000,000 1,299,865 19,103,697

-- 156,563 --

...... 265,526,833 16,187,648 216,670,401
...... 4,026,458

Total
Cost

d & Buildings/ Accum.
s. Impts. Total Depr.

,979 254,515 302,494 28,365

,301 6,442,044 6,789,345 4,691,151
,565 3,910,707 4,561,272 1,909,772
438 1,763,799 1,857,237 1,004,546
,897 1,192,399 1,500,296 148,444

441 - 44,441 -

083 357,950 1,531,033 66,407

840 4,549,207 4,597,047 2,523,665
-~ (1,194,800) (1,194,800) -

243 4,842,959 5,909,202 2,398,758
121 2,068,285 2,239,406 1,024,439
, 759 1,297,388 1,391,147 339,493
,387 6,114,790 6,511,177 1,600,079
229 7,666,853 8,350,082 2,006,213
,529 3,977,761 4,212,290 1,040,875
4419 5,639,538 6,800,957 2,874,517
,865 19,226,924 20,526,789 8,937,493

,563 - 156,563 --

Date of

Date

Const.  Acquired

1961 1995
1965 1972
1987 1987
1964 1972
1973 1995
- 1995
1940's-50's 1994
1985 1985
1987 1987
1987 1987
1989 1988
1989 1988
1989 1988
1990 1988
1986 1986
1986-87 1985
1992 1990



Total Revenue -- Producing 88,507,300 25,566 ,667 295,798,682 321,365,349 158,268,459
Properties

(7)Preference Item ........

Total Encumbrances --

Revenue-Producing Property

Depr.
Location/Development Life
84th & Mission Road ......... 15-27.5
4120 West 94th Terr. ........ 10-40
(6)3815 Somerset Drive ...... 10-40
3518 West 83rd St. ..........  10-40

8037 MohawkK ................. 15-27.5
Olathe, Kansas

1515 E. Santa Fe ............ --
Miami County, Kansas

250th & Farley .............. 5-30
Osage City, Kansas
(1)East Hiway 31 ............ 5-35

Des Moines, lowa

(2)4201 Westown

Parkway ..........cc.c.u.... 10-40
(2)4200 Corporate Drive ..... 10-40
(3)4344 Corporate Drive ..... 5-39
(3)4601 Westown

Parkway ..........cc.c.u.... 7-39
(3)4200 University Ave. ..... 7-39
(3)4445 Corporate Drive ..... 7-39
(4)4401 Westown

Parkway .................... 10-50
(5)6031 Meadow Crest

Drive ....ccoevveniennnn. 5-28

St. Petersburg, Florida

135 1st Ave NE ..............

Total Revenue -- Producing
Properties

(7)Preference Item ........

Total Encumbrances --
Revenue-Producing Property

(1) The Company owns a 99% profit-sharing inteagst a 100% loss-sharing interest in the partnemshiging this facility.
(2) The Company owns a 90% interest in the parhigi@wvning these two office buildings.

(3) The Company owns a 60% interest in the partigi@vning these four office buildings.

(4) The Company owns an 85% interest in the pastiprowning this office building.

(5) The Company owns a 65% interest in the partigi@wvning this apartment building.

(6) The Company shares 50% of the cash flow frosdhproperties with an outside company providirglitienhancement support related to
the financing of these properties.

(7) See discussion in Note 5 to the 1997 Consditi&inancial Statements and Management's Discuasidinalysis.
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Location/

Development Buil

Kansas City,

Missouri

400 West 49th Terr. Alameda
Towers
Condomi
(19-Sto
Buildin
Valuati
Reserve

Stone County,

Missouri

Table Rock Lake

(20 Miles West

of Branson, MO) 257-Lot
Subdivi
(104 Ac
Valuati
Reserve

Shawnee Mission,

Kansas

(1)135th-151st,

Metcalf to Nall .........cccoeevinennne 64 Acre
Vacant

Residential

Subdivisions:

151st & Nall (SW

Corner) .. Green
Meadows

148th & Nall ..o, Whiteho

Johnson Dr. & Hwy
Woodson

TOTAL LAND & IMPROVEMENT
INVENTORIES ....
PROPERTY HELD FOR
DEVELOPMENT
Various Land Parcels Kansas City, Missouri;
Johnson County, Kansas and Miami County,
Kansas Held for Future Development ...............

TOTAL PROPERTIES & MORTGAGE
INDEBTEDNESS PER CONSOLIDATED
BALANCE SHEET .....c.coooiiiiiiiiiiiii,

LESS ACCUMULATED DEPRECIATION
TOTAL PROPERTIES, NET OF
ACCUMULATED DEPRECIATION .......cccooveiiinns

Location/ B
Development C

Kansas City,
Missouri
400 West 49th Terr.

Stone County,
Missouri

Table Rock Lake
(20 Miles West
of Branson, MO)

Shawnee Mission,

Kansas

(1)135th-151st,

Metcalf to Nall ..........ccevviennene

Residential

Subdivisions:

151st & Nall (SW

COINEI) oo

148th & Nall ...ovvveiiicine

Johnson Dr. & Hwy

K-7 et

TOTAL LAND & IMPROVEMENT
INVENTORIES .....cooovviirciriiene 9,
PROPERTY HELD FOR FUTURE
DEVELOPMENT

Various Land Parcels Kansas City, Missouri;
Johnson County, Kansas and Miami County,

Building
ding Type

Encumberances Land

49 Units
Sold
nium 10 Units
ry  Remaining
g) for Sale

on

148 Lots
sion Available
res) for Sale
on

s
Land

85 Lots
Available
for Sale
rse 33 Lots
Available
for Sale
51 Lots

Available
for Sale

- 1,226,379

(425,000)

- 1,334,040

- 162,411
- 3,970

- 107,970

- 2,409,770

6,433,337

................ $ 288,553,291  $ 25,030,755

otal Costs To tal
C ost

itial Capitalized -----------momommemeeee e
ldg. Subseq. to Land & Buil dings/
osts Acquisition Impts. Im pts.
066,409 - 9, 066,409

- (5,023,443) - G5 023,443)

- - 1,226,379 -

- - (425,000) -

- - 1,334,040 -

- 1,310,113 1,472,524 -

- 1,222,181 1,226,151 -

- 805,542 913,512 -
066,409  (1,685,607) 5,747,606 4, 042,966

9,066,409
(5,023,443)

1,226,379
(425,000)

1,334,040

1,226,151
913,512

9,790,572



Kansas Held for Future Development ..... - 1,359,245 7,792,582

TOTAL PROPERTIES & MORTGAGE

INDEBTEDNESS PER CONSOLIDATED

BALANCE SHEET $ 225, 736,810 $88,180,938 $39,106,855 $ 299,

LESS ACCUMULATED DEPRECIATION ...........
TOTAL PROPERTIES, NET OF
ACCUMULATED DEPRECIATION ...............

Location/ Ac cum. Date of Date Depr.
Development D epr. Const. Acquired Life
Kansas City,

Missouri
400 West 49th Terr.
-- 1988-1996 1962 --
Stone County,
Missouri
Table Rock Lake
(20 Miles West
of Branson, MO)
-- -- 1986 --

Shawnee Mission,
Kansas
(1)135th-151st,
Metcalf to Nall .........cceevinennne

- - 1989 -
Residential
Subdivisions:
151st & Nall (SW
COINEI) oo

- - 1984 -
148th & Nall ..o, - - 1983 -
Johnson Dr. & Hwy - - 1981 -
K-7 ...
TOTAL
INVENTORIES
PROPERTY HELD FOR FUTURE
DEVELOPMENT
Various Land Parcels Kansas City, Missouri;
Johnson County, Kansas and Miami County,
Kansas Held for Future Development ..... -- -- 1981 --

TOTAL PROPERTIES & MORTGAGE
INDEBTEDNESS PER CONSOLIDATED
BALANCE SHEET .. $158, 268,459

LESS ACCUMULATED DEPRECIATION ...........
TOTAL PROPERTIES, NET OF
ACCUMULATED DEPRECIATION ...............

(1) All of this property is under contract for sale
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- 7,792,582

158,268,459

$ 180,680,044



REAL ESTATE AND ACCUMULATED DEPRECIATION ROLLFORWAR DS

YEARS ENDED DECEMBER 31, 1997, 1996 AND 1995

Real Estate  Acc
Assets Depr
Balance at beginning
of year .....cccoveuvens $373,932,917 $153
Additions during year:
Acquisitions .............. -
Construction and
tenant
improvements ............ 13,846,635
Depreciation and
amortization
EXPENSE ..oevvvvvrenns (2,509,222) 9
Deductions during year:
Cost of real estate
sold .vveeiiiie, (46,100,123) (5
Valuation allowances
and write-offs .......... (221,704)

Balance at end of year $ 338,948,503 $158

J.C. NICHOLS COMPANY AND SUBSIDIARIES

1996

umulated Real Estate
eciation Assets

Accumulated Real

Depreciation As

,799,478  $375,972,490

- 10,717,282

, 741,447 (2,390,406)

,272,466)  (9,405,299)

—~  (961,150)

$146,449,317 $ 381,

10,391,018 (3,

(3,040,857) (11,

S

,268,459 $373,932,917

$153,799,478 $ 375,

F-36

Estate  Accumulated
sets Depreciation

320,313 $137,215,827

700,609 -

449,127 -

324,818) 9,991,182

055,540)  (757,692)

117,201) -

972,490 $146,449,317




J.C. NICHOLS COMPANY

MORTGAGE LOANS ON REAL ESTATE

DECEMBER 31, 1997

Interest M aturity
Description Rate Date

Landing Ventures

Shopping Center

Kansas City, MO ........... Prime adj. qtrly 8 /15/98
Lemons Descendents

Shopping Center

Kansas City, MO ........... 11% 11 /30/01
Rayman, Steven M.

Apartments

Merriam, KS ............... 7% 1 2/1/02
Synergy Dev. Alliance

Land

Overland Park, KS ......... 7% 5 /10/00
Construction loans

on single family

residences ............... 10% to 10.50%  On Demand
Other misc. mortgages ..... 0% t09.5%  1/98 to 9/99
Totals ..ccoocvveeeenns
Principal
amount of
loans subje
Periodic Face Carrying to delinque
Payment Prior Amount of  Amount of principal o
Description Term Liens Mortgage Mortgage interest
Varying amounts
Landing Ventures over life to maturity
Shopping Center Balloon at maturity
Kansas City, MO ........... of $2,861,723 $-- $3,255,000 $2,907,939 $ -
Level monthly
Lemons Descendents at $7,741
Shopping Center Balloon at maturity
Kansas City, MO ........... of $564,556 -- 750,000 660,523 --
Level monthly
Rayman, Steven M. at $87,000
Apartments Balloon at maturity
Merriam, KS ............... of $8,736,325 -- 11,750,000 10,530,900 -

Interest only,
Synergy Dev. Alliance payable every 6 months
Land Balloon at maturity
Overland Park, KS ......... of $10,845,302
Construction loans
on single family

10,845,302 10,845,302 -

residences ................ N/A N/A N/A 3,429,828 -
Other misc. mortgages ..... N/A N/A N/A 474,073 26,007
Totals ..ccoocvveeeeinns $26,600,302 $28,848,565 $26,007
Reserve for unco IIectabI_e_;;(;O_u_n_t;“ (749.085)
$28,099,510

F-37
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J.C. NICHOLS COMPANY

ROLLFORWARD OF MORTGAGE LOANS ON REAL ESTATE

YEARS ENDED DECEMBER 31, 1997, 1996 AND 1995

Balance at beginning of period ................ $
Additions during period:
New mortgage 10ans ............cccceueennne
Deductions during period:
Collections of principal ...................
WIite-0ffS ..ooooviiiieiiieeceeiee
Settlement expense items (see Note 11 to
consolidated financial statements) ........

Balance at close of period .................... $

Gross balance ..........c.ccoee.. $28,848,565
Reserve for uncollectible accounts  (749,055)

1997 1996 1995

17,916,799 $21,337,384 $ 24,332,412

16,660,302 4,649,693 4,591,994
(5,728,536) (7,918,608)

~  (151,670)

(5,065,068)
(250,000)

(2,271,954)

28,848,565 $17,916,799 $ 21,337,384

December 31,

1996 1995

$17,916,799 $ 21,337,384
(905,397)  (1,468,218)

$17,011,402 $ 19,869,166
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS
YEAR ENDED DECEMBER 31, 1997

Balance at Charged to

B eginning of  Costs and Bal ance at End
Description Year Expenses Write-Offs of Year

Valuation Reserve:

Revenue-producing property .................. $ 10,402,332 $(465,818) $ (8,954,932) $ 981,582
Valuation Reserve:

Land and improvements inventory ............. 4,983,443 465,000 -- 5,448,443
Valuation Reserve:

Marketable equity securities ................ 85,000 -- (85,000) -
Valuation Reserve:

Notes and accounts receivable ............... 3,496,337 639,853 (1,046,740) 3,089,450
Valuation Reserve:

Investments in real estate partnerships ..... 1,216,839 - (647,624) 569,215

TotalS .oveeeieeiiee e $ 20,183,951 $ 639,035 $ (10,734,296) $1 0,088,690
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Description

Valuation Reserve:

Revenue-producing property ...............

Valuation Reserve:

Land and improvements inventory ......

Valuation Reserve:

Marketable equity securities ...............

Valuation Reserve:

Notes and accounts receivable ...........

Valuation Reserve:

Investments in real estate partnerships

TotalS woveeeeiieeeeceee e $2

J.C. NICHOLS COMPANY AND SUBSIDIARIES

VALUATION AND QUALIFYING ACCOUNTS

YEAR ENDED DECEMBER 31, 1996

alance at
ginning of
Year

Charged to
Costs and Bala
Expenses Write-Offs o]

.. 81 6,715,475

....... 4,983,443

85,000

5,143,001

..... 1,216,839

$ (961,489) $(5,351,654) $10
- - 4

(102,833)  (1,543,831) 3

- - 1

8,143,758

$(1,064,322) $(6,895,485) $20
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS

YEAR ENDED DECEMBER 31, 1995

Balanc eat Chargedto Charged to
Beginni ng of Costs and Other Balance at End
Description Yea r Expenses Accounts* Write-O ffs of Year
Valuation Reserve:
Revenue-producing property .............. $ 15,02 5,400 $1,830,000 $ - $ (139 ,925) $ 16,715,475
Valuation Reserve:
Land and improvements inventory ......... 4,69 6,242 287,201 -- - 4,983,443
Valuation Reserve:
Property held for future development .... 1,32 7,450 - (1,327,450) - -
Valuation Reserve:
Marketable equity securities ............ - 85,000 - - 85,000
Valuation Reserve:
Notes and accounts receivable ........... 4,25 9,930 2,380,750 - (1,497 ,679) 5,143,001
Valuation Reserve:
Prepaid expenses .........ccccecveeene 1,20 8,631 - (1,208,631) - -
Valuation Reserve:
Investments in real estate partnerships. 1,36 0,239 - (68,400) (75 ,000) 1,216,839
Valuation Reserve:
Minority interest ............ccoce... 95 2,474 - (952,474) - -
TOtalS .oovveeveeieeeece e $ 28,83 0,366 $4,582,951 $ (3,556,955) $ (1,712 ,604)

* These amounts were taken as credits to valuatiowance expense as the Company was releasedtimassets and liabilities (net liability
position) of a consolidated affiliate during 1995.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES

Lender Origin

Property or Trustee Da
Millcreek Block ........ Principal Mutual ~ 12/15
Swanson Block .......... Principal Mutual  12/15
Hall's Building ........ Principal Mutual  12/15

Theatre Block .
Triangle Block ....
Balcony Block ....
Plaza Central .....

.. Principal Mutual  12/15
.. Principal Mutual  12/15
... Principal Mutual  12/15
.. Principal Mutual  12/15

Nichols Block .......... Principal Mutual ~ 12/15
Time Block ............. Principal Mutual ~ 12/15
Esplanade Block ........ Principal Mutual  12/15
Plaza Savings South .... Principal Mutual ~ 12/15
48th & Penn ............ Principal Mutual  12/15

Court of the Penguins .. Principal Mutual ~ 12/15
Seville Shops West ..... Principal Mutual  12/15
Seville Square ......... Principal Mutual  12/15

Park Plaza . Principal Mutual  12/15
Mission Valley
Apartments ............ Royal 06/26
Neighbors
Property Interest Rate
Millcreek Block ........ Fixed at 8% until 2004; ra

adjusted by holder, as
defined at 2004 and 2009
Swanson Block .......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Hall's Building ........ Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Theatre Block .......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Triangle Block ......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Balcony Block .......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Plaza Central .......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Nichols Block .......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Time Block ............. Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Esplanade Block ........ Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Plaza Savings South .... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
48th & Penn ............ Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Court of the Penguins .. Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Seville Shops West ..... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Seville Square ......... Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Park Plaza ............. Fixed at 8% until 2004; ra
adjusted by holder, as
defined at 2004 and 2009
Mission Valley
Apartments ............ 7.875%

MORTGAGES PAYABLE

DE

CEMBER 31, 1997

Balance

ation Maturity Outstanding as

te

te

te

te

te

te

te

te

te

te

te

te

te

te

te

te

Date of 12/31/97

12/13/13  $ 2,595,435
12/13/13 $ 3,608,288
12/13/13 $ 1,645,886
12/13/13 $ 5,507,387
12/13/13  $ 1,709,189
12/13/13  $ 3,734,895
12/13/13 $ 1,519,279
12/13/13 $ 3,165,165
12/13/13  $ 11,774,413
12/13/13 $ 7,659,699
12/13/13  $ 1,962,402
12/13/13  $ 1,772,492
12/13/13 $ 2,658,739
12/13/13 $ 2,278,919
12/13/13 $ 6,013,813
12/13/13  $ 5,697,297
07/01/11 $ 1,160,839
Prepayment Amortizat ion Balance Due
Provisions Period at Maturity
Greater of 1% of principal or a 20 years Fully Amortized

calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or a 20 years Fully Amortized
calculated re-investment yield

Greater of 1% of principal or 15 years Fully Amortized



a calculated re-investment
yield
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Lender  Origin
Property or Trustee Da

Corinth Office
Building ................. Members Life  08/29

Nichols Building .......... CUNA Mutual 08/29

Trailwood Il Shops ....... Bank Midwest ~ 05/22

Bannister Business

center ......occveeennnn. Bank Midwest ~ 05/22

Regency House ............. Lincoln 05/23
National

Sulgrave ........cccceene Lincoln 05/23
National

Corinth Place ............. Bank of NY 12/31

Coach House South ......... Bank of NY 12/31

Coach House U. S. Trust 05/01

Fairway North U. S. Trust 11/28

(1)Two Brush Creek

Plaza .......cccccoeenn. Archon Group  05/12
Brookside Shops ........... Lutheran 12/21
Prairie Village Shops ..... Lutheran 12/21
Rental Houses ............. Mages 05/01
Neptune Apartments ........ Lutheran 12/09
Quivira Business Park

Buildings J, K

and L ..o Commerce Bank  08/01

Corinth Square Shops ...... Farm Bureau 03/12
Corinth Shops South ....... Farm Bureau 03/12

Property Interest Rate

Corinth Office

Building ................. 7.950%

Nichols Building .......... 7.950%

Trailwood Il Shops ....... Monthly weighted averag
plus 2%

Bannister Business

cCenter ......oceveeennen. Monthly weighted averag
plus 2%

Regency House ............. 7.560%

Sulgrave .......cccceen. 7.560%

Corinth Place ............. Lower floater, adjusted

Coach House South ......... Lower floater, adjusted

Coach House ............... Lower floater, adjusted

Fairway North ............. Lower floater, adjusted

(1)Two Brush Creek
Plaza ........ccccoeene 8.000%

Brookside Shops ........... 10.500%

Prairie Village Shops ..... 10.500%

Rental Houses ............. 8.000%
Neptune Apartments ........ 9.875%

Quivira Business Park
Buildings J, K
and L .oooevenieies 9.800%

Corinth Square Shops ...... 9.375%

Corinth Shops South ....... 9.375%

Balance
ation Maturity Outstanding as
te Date of 12/31/97

/96 09/01/06 $ 954,382

/96 09/01/06 $ 1,011,644
/86 05/01/21 $ 856,071

/86 05/01/21 $ 1,208,571
/97 06/10/17 $ 4,396,430

/97 06/10/17 $ 8,164,799

/85 12/01/15 $ 4,500,000
/85 12/01/15 $ 20,000,00
/85 05/01/15 $ 8,000,000
/84 11/01/14 $ 4,500,000

/83 01/01/02 $ 6,533,612
/90 01/01/11  $ 4,251,989
/90 01/01/11  $ 11,384,100
/89 05/01/04 $ 23,470

/91 01/01/99 $ 3,538,739

/83 08/01/98 $ 2,000,000
/92 04/01/02 $ 6,976,058
/92 04/01/02 $ 1,967,606

Prepayment Amortizat
Provisions Period

Greater of 1% of principal or 15 years
a calculated re-investment

yield

Greater of 1% of principal or 15 years
a calculated re-investment

yield
e None 35 years
e None 35 years

Greater of 1% of principal ora 20 years
calculated re-investment yield

Greater of 1% of principal ora 20 years
calculated re-investment yield
Administrative costs for early  Interest On

monthly call
Administrative costs for early  Interest On
monthly call
Administrative costs for early  Interest On
monthly call
Administrative costs for early  Interest On
monthly call

Requires lender's approval and 25 years
payment of all contingent

interest

In the first ten years additional 20 years
charge at reinvestment rate.

Beginning in 11th year 5% of

principal, declining by 1/2%

each year thereafter

In the first ten years additional 30 years
charge at reinvestment rate.

Beginning in 11th year 5% of

principal, declining by 1/2%

each year thereafter

None 15 years
Beginning in 4th year, 5% of 30 years
principal and declining 1%

each year to a minimum of

2%

Administrative costs for early  Interest On
call

Beginning in 8th year, greater of 30 years
1% of principal or a

calculated reinvestment yield

Beginning in 8th year, greater of 30 years
1% of principal or a

ion

Balance Due
at Maturity

$ 476,814

$ 505,423

Fully Amortized

Fully Amortized
Fully Amortized
Fully Amortized
$ 4,500,000
$20,000,000
$ 8,000,000

$ 4,500,000

$ 4,977,066

Fully Amortized

$ 9,537,790

Fully Amortized
$ 3,500,962

$ 2,000,000

$ 5,767,975

$ 1,626,865



calculated reinvestment yield
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Lender Orig

Property or Trustee
Kenilworth
Apartments ............. Aegon 05/07/9
Red Bridge
Professional
Building ................ NYLIC 04/04/7
Fairway West Office
Center .....cccoeeeunene Commerce Bank 03/01/8
Oak Park Bank
Building ................ NYLIC 02/10/7

Quivira Business Park
Buildings A, C, D,

and SWB ................. Northland 12/14/7
Financial

Quivira Business Park

Buildings E, F,

GandH ................ Northland 09/12/7
Financial

Corinth Paddock

Apartments .............. NYLIC 05/23/7

(1) 4900 Main

Building ................ KPERS 06/09/

Corinth Executive

Building ................ NYLIC 09/18/7

Fairway Shops ............ USG Annuity  01/16/9

Shannon Valley Shops ..... Ohio National 12/01/9

Winwood Apartments ....... lowa Finance  12/31/8
Authority

Neptune Building ......... lowa Finance  09/01/8
Authority

Manufactured Homes

Plant .....c.cccceeens Osage City -- 12/01/8
IRB

Property Interest Rate

Kenilworth

Apartments .............. 8.070%

Red Bridge

Professional

BUilding ......cvoenn 9.125%

Fairway West Office

Center ......cooeeunene 9.000%

Oak Park Bank
Building .......cccve.. 8.875%

Quivira Business Park
Buildings A, C, D,
and SWB .......c.cco.... 8.875%

Quivira Business Park
Buildings E, F,
GandH ....ccooeenee 8.750%

Corinth Paddock

Apartments ... ... 8.500%
(1) 4900 Main

BUilding ......c.coeo... 8.000%
Corinth Executive

Building .......cccve.. 8.000%
Fairway Shops ............ 7.650%

Shannon Valley Shops ..... 8.030%

Winwood Apartments ....... Lower floater, adjusted

Balance
ination  Maturity Outstanding as

Date Date of 12/31/97
7 06/01/07 $ 7,569,683
2 07/10/98 $ 617,578
3 03/01/03 $ 4,775,000
8 01/10/03 $ 430,663
1 01/01/99 $ 109,991
3 11/01/98 $ 533,672

4 04/10/99 $ 307,515
86(2) 02/01/21 $ 22,460,327

10/01/02 $ 381,708
02/01/06 $ 2,874,813
11/01/17  $ 6,738,583
11/01/15  $ 23,000,000

W~NON

5 09/01/15 $ 6,000,000

4 12/01/99 $ 4,800,000

Prepayment Amorti
Provisions Per
Beginning in 37th month, 20 years

greater of 1% of principal or
a calculated re-investment
yield

Beginning in 14th year, 5% of 25 years
principal declining 1/4% per

year

Redeemable on 3/1/98 and 2000-200

thereafter on interest payment  Sinking
Fund

dates declining from 102% to

100% of principal

Beginning in 11th year, 5% of 25 years
principal declining 1/4% per
year

Beginning in 11th year, 5% of 27 years
principa
declinin
1/2 of 1
per year
not less
than 1%

Beginning in 11th year, 5% of 25 years
principal declining 1/2 of 1%
per year to not less than 1%

Beginning in 11th year, 5% of 25 years
principal declining 1/2% per

year to a minimum of 1%

thereafter

None 35 years

Beginning in 11th year 3% of 30 years
principal declining 1/2% per  to 1%
year
Greater of 1% of principal or a 20 years
calculated re-investment yield
Greater of 1% of principal or a 20 years
calculated re-investment yield

weekly Redeemable at rates declining Interest
from 102% to 100% of
principal

zation  Balance Due
iod at Maturity

$ 4,776,930

$ 617,578

3 $1,775,000

Fully Amortized

Fully Amortized
%

to

$ 527,720

Fully Amortized

Fully Amortized

Fully Amortized

$ 2,057,065
Fully Amortized

Only $23,000,000



Neptune Building .

........ Lower floater, adjusted

Manufactured Homes

Plant

Lower floater, adjusted

weekly Redeemable at rates declining  Interest
from 102% to 100% of
principal

weekly Redeemable at rates declining  Interest

from 103% to 100% of
principal
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Lender  Originatio
Property or Trustee Date

Highland and

Crestwood Buildings Cigna 10/27/89
Sunset, Veridian,

Edgewater and

Waterford Buildings ..... Cigna 10/27/89
Land under ground
lease ........coeeeuee Cigna 12/13/92

(1) Preference Items .....

Total mortgages

payable .................
Property Interest Rate

Highland and

Crestwood Buildings 8.290% Greater
calculat

Sunset, Veridian,

Edgewater and

Waterford Buildings ..... 8.290% Greater
calculat

Land under ground

lease ........coeeenee 9.050% Beginnin
yield ma

(1) Preference Items .....
Total mortgages
payable .................

(2) This note is callable by the lender on 2/1/06.

Balance
n Maturity Outstanding as
Date of 12/31/97

12/01/02 $ 8,576,802

12/01/02 $ 21,618,890

03/01/09 $ 19,000,000
$ 4,026,458

Prepayment Amortization Balance
Provisions Period at Matur

of 1% of principal or a 25 years $7,918,38
ed re-investment yield

of 1% of principal or a 25 years $19,737,95
ed re-investment yield

g in 9th year, 1% plus 25 years $17,429,33
intenance
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(1) See discussion in Note 5 to the Consolidatedigial Statements and Management's DiscussioAmalgsis -- Liquidity and Capital
Resources.



J.C. NICHOLS COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Revenue-producing properties ............cceeeuees
Land and improvement inventories ..................
Property held for future development ..............

Total properties ........ccccoeevveerivvenninns
Cash and cash equivalents ..........c..c.cccee.ne
Temporary investments ...
Accounts receivable .....
Prepaid expenses ..
Notes receivable ...........cccooceveeiiiennnne
Investments in real estate partnerships ...........
Minority interest in consolidated partnerships ....
Income taxes receivable ............cccccceevenne
Other assets, Net ..........ccccoevvvvvvvvevveennns

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)
Mortgage indebtedness ...........cccccovevvinnenne

Notes payable to banks and others ....
Accounts payable and tenants’ deposits ............
Accrued expenses and other liabilities ............
Deferred income taxes ........ccocccvveeveeninnne
Deferred gains on the sale of property ............

Shareholders' equity (deficit):
Common stock, par value $.01 per share; 10,000,00
5,721,744 shares |ssued) .

Additional paid-in capital ..
Retained earnings .........ccccvevvveviveennns

Less:
Treasury stock, at cost (1,179,235 shares of comm

Total shareholders' equity (deficit) ..............
Commitments and contingencies .....................

(Unaudited)

March 31,
1998

...................................... 180,726,0
23,713,0
33,554,0
2,974,0
7,005,0
40,407,0
6,445,0

...................................... $287,126,0
12,990,0
6,551,0
7,645,0
3,970,0
2,022,0

320,304,0

0 shares authorized (5,798,274 and
100,0
24,251,0
101,891,0

See accompanying notes to consolidated financsisients.
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00
00
00
00
00
00
00
00
00
00
00
00
00

00

00)

00

December 31,
1997

$ 163,320,000
9,791,000
7,660,000

180,681,000
15,968,000
42,633,000

2,454,000
6,378,000
40,757,000
2,457,000
4,717,000
383,000
739,000

$ 288,553,000
12,990,000
9,059,000
8,006,000
2,708,000
2,024,000

323,340,000

100,000
19,917,000
99,788,000

119,805,000

145,978,000

(26,173,000)

$ 297,167,000



J.C. NICHOLS COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

For the Three Months
Ended March 31,

1998 1997

Sales and revenues:
$ 19,709,000 $20,011,000

1,221,000 1,347,000

Property sales .........ccooovveviiiiiiiieennns
Dividends and interest ...............cceeeneee 1,147,000 1,071,000
Gains on sales of investments and other assets ... 586,000 15,000
Equity in earnings (losses) of unconsolidated affi liates ..... 54,000 (77,000)
[ 11 =Y OO 248,000 378,000

Costs and expenses:

Selling, general and operating expenses ........... e 10,407,000 9,874,000
Cost of property sales ........ccccveveeveeennnn. 873,000 1,107,000

INEIESt v e, 5,426,000 5,849,000
Depreciation and amortization .........c.cceeeee. L 2,894,000 3,373,000

Income before income taxes .......ccccoceevveeeeee L 3,365,000 2,542,000
Income tax eXPeNSE ....coovvcvvvvvveiiiiieneneeeees e, 1,262,000 955,000
Netincome ......ccocvvvviiiiiiiciiiiieeeeee $-21(;3000-$1-587000
Basic income per share (not€ 2) ......cccceeeeeeee. e, $ 046 $ 0.38
Diluted income per share (note 2) ......ccceeeeeee. L. $ 044 $ 037

See accompanying notes to consolidated financ#tsients.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
For the Th ree Months
Ended M arch 31,
1998 1997
Operating activities:
NELINCOME oo ieeeeeeee e $ 2,103,000 $ 1,587,000
Adjustments to reconcile net income to net cash pr ovided by operating activities:
Depreciation and amortization .............oo. e 2,894,000 3,373,000
Deferred income taxes ......cccccovvcvvveeneeee . ... 1,262,000 955,000
Equity in (earnings) losses of unconsolidated af fillates .....ooeevviiieieiiins (54,000) 77,000
Earned stock compensation ..................... 48,000 -
Gains on sales of investments and other assets. (586,000) (15,000)
Changes in:
Land and improvement inventories ............... 356,000 726,000
Accounts receivable ..............cccooneeen. (520,000) 90,000
Prepaid expenses ............ (982,000) (1,169,000)
Income taxes receivable 17,000 2,071,000
Minority interest in consolidated partnerships . (110,000) (15,000)
Accounts payable and tenants' deposits ......... (2,507,000) (174,000)
Accrued expenses and other liabilities ......... (269,000) 951,000
Other, Net .......ccocvvviieiiiiiecee, (60,000) (69,000)
Net cash provided by operating activities ..... e 1,592,000 8,388,000
Investing activities:
Net decrease in temporary investments ............ 9,079,000 9,677,000
Payments on notes receivable ..................... 2,272,000 1,805,000
Issuance of notes receivable ..................... (1,922,000) (931,000)
Additions to revenue-producing properties ........ (1,963,000) (1,531,000)
Additions to property held for future development (937,000) -
Proceeds from sales of capital assets ............ 537,000 -
Investments in unconsolidated affiliates ......... (4,289,000) --
Return of capital from real estate partnerships .. 370,000 548,000
Other, Net ......ccoviieeiiiiieeeieeee - 188,000
Net cash provided by investing activities ..... 3,147,000 9,756,000
Financing activities:
Payments on mortgage indebtedness ................. (1,427,000) (2,010,000)
Issuance of common stock ................... ... 4,286,000 -
Purchase of treasury stock ..........cccceeeeeens -- (12,810,000)
Capital contributions from minority partners ..... 147,000 -
Net cash provided by (used in) financing activi HIES v 3,006,000 (14,820,000)
Net increase in cash and cash equivalents ..... 7,745,000 3,324,000
Cash and cash equivalents, beginning of period .... L, 15,968,000 14,454,000
Cash and cash equivalents, end of period .......... $ 23,713,000 $ 17,778,000

See accompanying notes to consolidated financsisients.
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J.C. NICHOLS COMPANY AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 1998 AND 1997
(1) INTERIM FINANCIAL STATEMENTS

The consolidated financial statements of J.C. NEmmpany and subsidiaries (the Company) have pespared in accordance with the
instructions to interim financial statements. Te #xtent that information and footnotes requiredyéyerally accepted accounting principles
for complete financial statements are containeat iconsistent with the audited consolidated finahsfatements, such information and
footnotes have not been duplicated herein. The Mbee 31, 1997 consolidated balance sheet has leemed from the audited consolidated
financial statements as of that date. In the opimibmanagement, all adjustments, including nomealirring accruals, considered necessary
for a fair presentation of financial statementseénbagen reflected herein. The results of the int@émod ended March 31, 1998 are not
necessarily indicative of the results expectedHeryear ended December 31, 1998. Certain amautite iconsolidated financial statements
have been reclassified to conform with the 1998gméation.

(2) INCOME PER SHARE

Basic income per share is computed using the weiglwwerage number of common shares outstandinggdeisich period. Diluted income per
share includes the effect of all dilutive potentiammon shares (primarily stock options) outstagdiaring each period.

The shares used in the calculation of basic andedilincome per share are shown below:

For the Three Months
Ended March 31,

1998 1997
Weighted average common shares outstanding for comp utation of
basic income per share .........cccevvvvceeeeeee. L 4,571,420 4,172,560
Stock OpPtioNS .oooevveeeeiiii 167,946 125,562
Shares outstanding for computation of diluted incom e per share 4,739,366 4,298,122

(3) INVESTMENT IN LIMITED LIABILITY COMPANY

In November, 1997, the Company entered into anesgeat with Kessinger/Hunter & Company, Inc. (Kegsith Hunter) to form a limited
liability company (LLC) to provide services to preus Kessinger/Hunter clients as well as managermhieasing for the Company's Kar
City area portfolio of office, industrial and rdtproperties, excluding the Country Club Plaza.January 2, 1998, the Company made an
initial investment in the LLC of $4,286,000, whigdpresents a 30% equity interest. The Companyhasgtion of increasing its equity
interest to 65% by 2001. In addition, the agreempeavtides to the LLC a call right which enabletipurchase up to 76,530 shares of
common stock of the Company at a price of $56 pares In February, 1998, the LLC returned to thenfany the $4,286,000 to permit it to
exercise this call right. Accordingly, the Compasgued 76,530 shares of its common stock to the.LLC
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Appendix A
AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this "Agreemeii$ made and entered into as of December 22, 1893@nd among
HIGHWOODS PROPERTIES, INC. ("Highwoods"), a Marydaeorporation; JACKSON ACQUISITION CORP. ("Sub")Maryland
corporation; and J.C. Nichols Company ("JCN"), a&&6uri corporation.

PREAMBLE

The respective Boards of Directors of JCN, SubHigthwoods are of the opinion that the transactibescribed herein are in the best intel
of the parties to this Agreement and their respecthareholders. This Agreement provides for tlygiaition of JCN by Highwoods pursuant
to the merger of JCN with and into Sub. At the etffee time of such merger, the outstanding shaféiseocapital stock of JCN shall be
converted into the right to receive shares of tramon stock of Highwoods (except as provided hr&ine transactions described in this
Agreement are subject to the approvals of the slodders of JCN and the satisfaction of certain oteaditions described in this Agreement.
It is the intention of the parties to this Agreemtrat the Merger for federal income tax purposes| gualify as a "reorganization” within the
meaning of Section 368(a)(1)(A) of the Internal Bewe Code.

Certain terms used in this Agreement are definegkeiction 11.1 of this Agreement.

NOW, THEREFORE, in consideration of the above d&drutual warranties, representations, covenantsagreements set forth herein,
parties agree as follows:

ARTICLE 1
TRANSACTIONS AND TERMS OF MERGER

1.1 Merger. Subject to the terms and conditionthisfAgreement, at the Effective Time, JCN shalhierged with and into Sub in accorda
with the provisions of Section 351.440 of the GB&id with the effect provided in

Section 351.450 of the GBCL and in accordance @éhtion 3-105 of the MGCL and with the effect pdad in Section 3-114 of the MGCL
(the "Merger"). Sub shall be the Surviving Corpamatesulting from the Merger and shall remain alyhowned Subsidiary of Highwoods
and shall continue to be governed by the Laws @fState of Maryland. The Merger shall be consumdhatesuant to the terms of this
Agreement, which has been approved and adoptegerespective Boards of Directors of JCN, Sub aigthtdoods and by Highwoods, as
the sole shareholder of Sub.

1.2 Time and Place of Closing. The closing of ta@sactions contemplated hereby (the "Closing')taile place at 9:00 A.M. on the date
that the Effective Time occurs (or the immediafgigceding day if the Effective Time is earlier tf280 A.M.), or at such other time as the
Parties, acting through their authorized officenay mutually agree. The Closing shall be held ahdacation as may be mutually agreed
upon by the Parties.

1.3 Effective Time. The Merger and other transaxgioontemplated by this Agreement shall becometifteon the later of the date and at
the time the Articles of Merger reflecting the Merghall become effective with the Secretary ofeStd the State of Missouri and the Artic
of Merger reflecting the Merger become effectivéhmthe Department of Assessments and Taxationeo§tate of Maryland (the "Effective
Time"). Subject to the terms and conditions heraofess otherwise mutually agreed upon in writigghe authorized officers of each Party,
the Parties shall use their reasonable effortaitse the Effective Time to occur on the secondnessi day following the last to occur of (i)
the effective date (including expiration of any kggble waiting period) of the last required Cortserfierred to in

Section 9.1(b) hereof, and (ii) the date on whieghareholders of JCN approve this Agreementgt@xtent such approval is required by
applicable Law; provided, however, in the eventHfiective Time, as otherwise determined hereunaieuld be any date within 15 business
days prior to the last day of a calendar quarker Bffective Time shall be the first business dbthe next calendar quarter.
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ARTICLE 2
TERMS OF MERGER

2.1 Charter. The Atrticles of Incorporation of Suakeffect immediately prior to the Effective Timeadithe the Articles of Incorporation of the
Surviving Corporation until duly amended or repédale

2.2 Bylaws. The Bylaws of Sub in effect immediatphor to the Effective Time shall be the Bylawstlog¢ Surviving Corporation until duly
amended or repealed.

2.3 Directors and Officers. The directors of Sulbfiice immediately prior to the Effective Time giether with such additional persons as |
thereafter be elected, shall serve as the direofdise Surviving Corporation from and after théeefive Time in accordance with the Bylaws
of the Surviving Corporation. The officers of Suboiffice immediately prior to the Effective Timegether with such additional persons as
may thereafter be elected, shall serve as theeoffiof the Surviving Corporation from and after Effective Time in accordance with the
Bylaws of the Surviving Corporation.

ARTICLE 3
MANNER OF CONVERTING SHARES

3.1 Conversion of Shares. Subject to the provisadrikis Article 3, at the Effective Time, by vigwof the Merger and without any action on
the part of Highwoods, JCN, Sub or the shareholokasy of the foregoing, the shares of the comstit corporations shall be converted as
follows:

(a) Each share of capital stock of Highwoods issaredi outstanding immediately prior to the Effectivme shall remain issued and
outstanding from and after the Effective Time.

(b) Each share of Sub Common Stock issued andamwlisiy immediately prior to the Effective Time dhramain issued and outstanding fr
and after the Effective Time.

(c) Subject to the rights granted in Section 3azheshare of JCN Common Stock (including any aasetiJCN Rights, but excluding shares
held by any JCN Entity or any Highwoods Entity, axeluding shares held by shareholders who pettfieat statutory dissenters' rights as
provided in Section 3.5) issued and outstanding édliately prior to the Effective Time shall ceasdéooutstanding and shall be converted
into and exchanged for the right to receive 1.8t & (the "Exchange Ratio") of Highwoods Commortis{the "Per Share Stock
Consideration™). Pursuant to the Highwoods Righgsegment, each share of Highwoods Common Stockdsisuconnection with the Merg
upon conversion of JCN Common Stock shall be acemiegd by a Highwoods Right.

3.2 Cash Election. Holders of JCN Common Stockl &feaprovided with an opportunity to elect to reeetash consideration in lieu of
receiving Highwoods Common Stock in the Mergerdrordance with the election procedures set fatbvbin this Section 3.2. Holders
who are to receive cash in lieu of exchanging thleares of JCN Common Stock for Highwoods CommonlSas specified below shall
receive $65 per share of JCN Common Stock in dagh'Per Share Cash Consideration"). The amoustmd@ied by multiplying $65 by the
number of Dissenting Shares shall be defined hexgiie "Dissenting Share Amount." The aggregaté&SRare Cash Consideration to be |
in the Merger, plus the Dissenting Share Amourd|idie limited to 40% of the aggregate consideragiaid in exchange for shares of JCN
Common Stock and shall be defined herein as the@anount.” Furthermore, in the event the aggreBateShare Stock Consideration tc
paid for the JCN Common Stock is in excess of 75%h@aggregate consideration to be paid in exchdmgshares of JCN Common Stock,
Highwoods shall have the option to limit the aggtegPer Share Stock Consideration to as low asafsch consideration (such limiting
amount as may be elected by Highwoods shall beregf¢o as the "Maximum Share Amount") and to makerresponding increase in the
aggregate Per Share Cash Consideration. For pwrpbsalculating the aggregate consideration tpdie in exchange for shares of JCN
Common Stock for purposes of this Section 3.2 atigregate Per Share Stock Consideration shallteenti@eed by using the price of
Highwoods Common Stock used to calculate the Exgpda&tatio in Section 3.1 hereof.

A form for use by JCN shareholders to elect cashtarstate their intent to retain Highwoods ComrBoock to be received pursuant to the
Merger and other appropriate and customary trateinnitaterial (which shall specify that delivery Bl effected only upon proper delivery
of the certificates theretofore representing JC@wn Stock ("Old Certificates") to an exchange agiesignated by Highwoods (the
"Exchange Agent")) in such form as Highwoods antll 36all mutually agree ("Election Form") shall baited concurrently with the mailing
of the Proxy Statement required by Section 8.1dfemr on such other date as Highwoods and JCN shalally agree ("Mailing Date") to
each holder of record of
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JCN Common Stock on the record date ("Record D&be'the JCN shareholders entitled to vote at ttegesholders' meeting to approve the
Merger as required by Section 8.1 (the "JCN Shddeine Meeting").

Each Election Form shall permit a holder (or thedfieial owner through appropriate and customamyudeentation and instructions) of JCN
Common Stock to elect to receive cash with restmeall or a portion of such holder's JCN CommorcBtand to state an intent to retain
Highwoods Common Stock to be received pursuarteadvterger.

Any shares of JCN Common Stock with respect to Wwihe holder (or the beneficial owner, as the caag be) elects to receive cash and
does not dissent shall be referred to herein a¥dhsh Election Shares." Any shares of JCN ComntookSwith respect to which the holder
(or the beneficial owner, as the case may be) doeslect to receive cash, states an intentioettim Highwoods Common Stock to be
received pursuant to the Merger and does not diséatl be referred to herein as "Stock Retainear&h” Any shares of JCN Common St
with respect to which the holder (or the beneficiaher, as the case may be) does not elect toveecash, does not state an intention to re
Highwoods Common Stock to be received pursuartadvterger and does not dissent shall be referréérein as "Stock Non-Retained
Shares." Any shares of JCN Common Stock with respeshich the holder (or the beneficial ownerttaes case may be) shall not have
submitted to the Exchange Agent an effective, plgpmmmpleted Election Form on or before 5:00 pomthe fifth business day prior to the
date of the JCN Shareholders Meeting (or such diimerand date as Highwoods and JCN may mutualgegdqthe "Election Deadline") sh
be referred to herein as "No Election Shares."

Any of the elections set forth in the foregoinggmmaph shall have been properly made only if thehBrge Agent shall have actually rece
a properly completed Election Form by the Elecimadline. Any Election Form may be revoked or cleahigy the person submitting a
subsequent Election Form at or prior to the ElecBeadline. In the event an Election Form is redoigor to the Election Deadline, the
shares of JCN Common Stock represented by suctidideorm shall become No Election Shares. Sultfetiie terms of this Agreement a
of the Election Form, the Exchange Agent shall h@asonable discretion to determine whether argtiefe revocation or change has been
properly or timely made and to disregard immatetefects in the Election Forms, and any good f@dttisions of the Exchange Agent
regarding such matters shall be binding and con&u3he Exchange Agent shall promptly notify JCiNany defect in an Election Form
other than an immaterial defect disregarded in dadl by the Exchange Agent. Subject to the fonegsentence, neither Highwoods nor
Exchange Agent shall be under any obligation téfynany person of any defect in an Election Form.

Within three business days after the Election DeagdHighwoods shall cause the Exchange Agentfexiethe allocation among the holders
of JCN Common Stock in accordance with the Eleckiorms, subject to the following:

(i) Cash Elections More Than the Cash Amount. éfdimount of cash that would be issued upon theazsion of the Cash Election Shares is
greater than the amount by which the Cash Amourgedks the Dissenting Share Amount (the "Maximumh@adsction Amount"), then the
Exchange Agent shall convert a sufficient numbeCas$h Election Shares (other than Dissenting Shemesthe right to receive the Per Sh
Stock Consideration, which Cash Election Sharel Bhaelected pro rata from among all of the hiddbereof, based upon the aggregate
number of Cash Election Shares held by each of kaltters, such that the amount of cash that wilkbaed in the Merger to satisfy the non-
converted Cash Election Shares equals as clos@isaascable the Maximum Cash Election Amount.

(i) Stock Elections More than Maximum Share Amouhthe value of Highwoods Common Stock that wolddissued in the Merger upon
conversion of all shares of JCN Common Stock dtftien Cash Election Shares and Dissenting Sharess@walue for purposes of this
determination is presumed to be $65 per sharepmter than the Maximum Share Amount and Highwdedselected to exercise its optior
limit the aggregate Per Share Stock Considerati@ntamount equal to the Maximum Share Amount, therExchange Agent shall:

(1) convert a sufficient number of No Election S¥safother than Dissenting Shares) into the rightteive the Per Share Cash Considera
which No Election Shares shall be selected profrata among all of the holders thereof, based uperaggregate number of No Election
Shares held by each such holder, such that ther@mbtlighwoods Common Stock to be issued in thegdeequals as close as practicable
the Maximum Share Amount; and

(2) to the extent that such conversion of No Etechares does not reduce the value of Highwoodsn@m Stock that would be issued in
the Merger to the Maximum Share Amount, converficdent number of Stock Non-Retained Shares thioright to receive the Per Share
Cash Consideration, which Stock Non-Retained Shetrelt be selected pro rata from among all of thiddrs thereof, based upon the
aggregate number of Stock
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Non-Retained Shares held by each such holder, sutthéhamount of Highwoods Common Stock to be issudkde Merger equals as close
as practicable the Maximum Share Amount; and

(3) to the extent that such conversions of the Metion Shares and Stock Non-Retained Shares ddeasduce the value of Highwoods
Common Stock that would be issued in the MergéhédMaximum Share Amount, convert a sufficient nemtf Stock Retained Shares into
the right to receive the Per Share Cash Consideratihich Stock Retained Shares shall be selectedapa from among all of the holders
thereof, based upon the aggregate number of Stetiried Shares held by each such holder, sucthéaaimount of Highwoods Common
Stock to be issued in the Merger equals as clopeaasicable the Maximum Share Amount.

Highwoods shall, at least two business days poidhé date of the JCN Shareholders Meeting, comeatmio JCN the aggregate allocation
of stock and cash, the amount of stock and casiggdoieach of JCN's shareholders, and the methatiich such amounts were calculated.

3.3 Anti-Dilution Provisions. In the event Highwao(l) changes the number of shares of Highwoodsr@amStock issued and outstanding
prior to the Effective Time as a result of a stepkt, stock dividend, or similar recapitalizatiofith respect to such stock; (i) makes any
distribution to its shareholders other than indhdinary course (such as Highwoods regular qugrtvidend in an amount generally
consistent with past practices, including typicah@al increases); (i) issues any Highwoods ségwori other right to receive any Highwoods
security except upon receipt of reasonably equitalelue or pursuant to any Highwoods (or its Adfiés) stock option or other benefit plans,
and the record date therefor (in the case of &stividend) or the effective date thereof (in tlese of a stock split or similar recapitalization
for which a record date is not established) shalblior to the Effective Time, the Exchange Raltialsbe proportionately adjusted.

3.4 Shares Held by JCN or Highwoods. Each of tlaeeshof JCN Common Stock held by any JCN Entitlgyoany Highwoods Entity shall |
canceled and retired at the Effective Time andarsitleration shall be issued in exchange therefor.

3.5 Dissenting Shareholders. Any holder of shafecdl Common Stock who perfects his dissenterbtsiqn accordance with and as
contemplated by

Section 351.455 of the GBCL shall be entitled weree the value of such shares in cash as detedrpimesuant to such provision of Law;
provided, that no such payment shall be made talesenting shareholder unless and until such wlisgeshareholder has complied with the
applicable provisions of the GBCL and surrendecetthé Surviving Corporation the certificate or derates representing the shares for wt
payment is being made. In the event that afteEffiective Time a dissenting shareholder of JCNsfail perfect, or effectively withdraws or
loses, his right to appraisal and of payment ferdiiares, Highwoods shall issue and deliver theideration to which such holder of shares
of JCN Common Stock would have been entitled uttderArticle 3 (without interest) had such sharesbNo Election Shares upon
surrender by such holder of the certificate orifteates representing shares of JCN Common Stoltkkhyehim. If and to the extent required
by applicable Law, the Surviving Corporation wilitablish (or cause to be established) an escrosuatevith an amount sufficient to satisfy
the maximum aggregate payment that may be reqtorbd paid to dissenting shareholders. Upon satisfaof all claims of dissenting
shareholders, the remaining escrowed amount, rdduc@ayment of the fees and expenses of the essgew, will be returned to the
Surviving Corporation. In the event that the SuirngvCorporation is liquidated prior to the fulfilent of all obligations of the Surviving
Corporation under this Section 3.5, such obligatisimall be assumed by Highwoods.

3.6 Fractional Shares. Notwithstanding any othewigion of this Agreement, each holder of share3Gi Common Stock exchanged
pursuant to the Merger who would otherwise havenlesgitled to receive a fraction of a share of Wighds Common Stock (after taking into
account all certificates delivered by such holdddll receive, in lieu thereof, cash (without iet&) in an amount equal to such fractional part
of a share of Highwoods Common Stock multipliedis market value of one share of Highwoods Comntonksat the Effective Time. For
purposes of this Section 3.6, the market valuenefshare of Highwoods Common Stock at the Effeclimee shall be equal to the price of
Highwoods Common Stock used to calculate the Exgph&tatio in Section 3.1 hereof. No such holder béllentitled to dividends, voting
rights, or any other rights as a shareholder ipeesof any fractional shares.

3.7 Conversion of Stock Options.

(a) At the Effective Time, each option or other EgiRight to purchase shares of JCN Common Stockyant to stock options or stock
appreciation rights ("JCN Options") granted by J@ider the JCN Stock Plans, which are outstanditigeaiEffective Time, whether or not
exercisable, shall be converted into and beconegigith respect to Highwoods Common Stock, anchi#igpds shall assume each JCN
Option, in accordance with the terms of the JCN
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Stock Plan and stock option agreement by which évidenced, except that from and after the Effectime, (i) Highwoods and its
Compensation Committee shall be substituted for 48ithe committee of JCN's Board of Directorsl@dimg, if applicable, the entire
Board of Directors of JCN) administering such Jahicg Plan, (ii) each JCN Option assumed by Highveomady be exercised solely for
shares of Highwoods Common Stock (or cash, if seided under the terms of such JCN Option), (i§ humber of shares of Highwoods
Common Stock subject to such JCN Option shall ekt the number of shares of JCN Common Stoclestito such JCN Option
immediately prior to the Effective Time multiplidy the Exchange Ratio, (iv) the per share exemmige under each such JCN Option shall
be adjusted by dividing the per share exerciseeprigder each such JCN Option by the Exchange Ratlaounding up to the nearest cent
each JCN Option that would have become fully esataie under a JCN Stock Plan as a result of a gghancontrol" will continue to be full
exercisable into shares of Highwoods Common Stpdniwconsummation of the Merger, and

(vi) employment by Highwoods of a JCN employee uponsummation of the Merger will not be deemedmitgation of employment by
JCN that would limit such employee's rights to eis@ any JCN Option under the provisions hereofwithstanding the provisions of clause
(iii) of the preceding sentence, Highwoods shatllm®obligated to issue any fraction of a shardighwoods Common Stock upon exercise
of JCN Options and any fraction of a share of Highds Common Stock that otherwise would be subgeatdonverted JCN Option shall
represent the right to receive a cash payment egercise of such converted JCN Option equal tgtbduct of such fraction and the
difference between the market value of one shakigiiwoods Common Stock at the time of exercissuah Option and the per share
exercise price of such Option. For purposes of$listion 3.7, the market value of one share of Wads Common Stock at the time of
exercise of a JCN Option shall be the closing poicguch common stock on the NYSE-Composite Trarsas List (as reported by The Wall
Street Journal or, if not reported thereby, anyotuthoritative source selected by Highwoodshendst trading day preceding the date of
exercise. In addition, notwithstanding the provisi@f clauses (iii) and

(iv) of the first sentence of this Section 3.7,led€N Option which is an "incentive stock optiohalt be adjusted as required by Section 424
of the Internal Revenue Code, and the regulatioosplgated thereunder, so as not to constitute difioation, extension or renewal of the
option, within the meaning of Section 424(h) of thieernal Revenue Code. Each of JCN and Highwogdses to take all necessary steps to
effectuate the foregoing provisions of this Secfion, including using its reasonable efforts tcagifrom each holder of a JCN Option any
reasonable Consent or Contract that may be deesasdmably necessary or advisable in order to effiedransactions contemplated by this
Section 3.7. Anything in this Agreement to the cant notwithstanding, Highwoods shall have the tighits sole discretion, not to deliver
the consideration provided in this Section 3.7 former holder of a JCN Option who has not delidesach Consent or Contract.

(b) As soon as practicable after the Effective Tiighwoods shall deliver to the participants icledCN Stock Plan an appropriate notice
setting forth such participant's rights pursuaetéio and the grants subject to such JCN StockdPlath continue in effect on the same terms
and conditions (subject to the adjustments requise8ection 3.7(a) after giving effect to the Mejgand Highwoods shall comply with the
terms of each JCN Stock Plan to ensure, to thexergguired by, and subject to the provisions 8hsJCN Stock Plan, that JCN Options
which qualified as incentive stock options priothe Effective Time continue to qualify as inceetstock options after the Effective Time.
or prior to the Effective Time, Highwoods shall ¢a&ll corporate action necessary to reserve foarsse sufficient shares of Highwoods
Common Stock for delivery upon exercise of JCN @miassumed by it in accordance with this

Section 3.7. As soon as practicable after the B¥fedime, Highwoods shall file a registration staent on Form S3 or Form S8, as the case
may be (or any successor or other appropriate forwith respect to the shares of Highwoods CommoelSsubject to such options and s
use its reasonable efforts to maintain the effeciiss of such registration statements (and maititaiourrent status of the prospectus or
prospectuses contained therein) for so long as gpitbns remain outstanding. With respect to thoda/iduals who subsequent to the Met
will be subject to the reporting requirements urflection 16(a) of the 1934 Act, where applicablighitoods shall administer the JCN St
Plan assumed pursuant to this Section 3.7 in a exahat complies with Rule 16b3 promulgated untleri934 Act.

(c) All contractual restrictions or limitations doransfer with respect to JCN Common Stock awardettuthe JCN Stock Plan or any other
plan, program, Contract or arrangement of any JGHtyE to the extent that such restrictions or tatibns shall not have already lapsed
(whether as a result of the Merger or otherwisell, @xcept as otherwise expressly provided in sleh, program, Contract or arrangement,
shall remain in full force and effect with respexshares of Highwoods Common Stock into which geslricted stock is converted pursuant
to Section 3.1.

3.8 Extraordinary Dividend. In the event that teasolidated earnings and profits of JCN (as definegection 312 of the Internal Revenue
Code) would otherwise exceed $20,000,000 as dEffestive Time, the directors of JCN shall takeradtessary action to cause the
distribution of an extraordinary dividend to theastholders of JCN prior to the Effective
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Date in such amount that as of the Effective Datdhsonsolidated earnings and profits will be naertban $20,000,000. The amount of
earnings and profits shall be determined by aniegsrand profits study to be performed by eitheM@Peat Marwick or Ernst & Young,
L.L.P. in consultation with the other, including astimate for the period beginning as of the délpdong the date of the latest available JCN
Financial Statements and ending on the probabkcEfe Time. In making the earnings and profitslgtuhe interest accrued by the Comg
on the ESOT (as defined below) debt and the Boliséed partnership debt shall be excluded fronatd& income. The per share amount of
the extraordinary dividend so distributed, if aslyall reduce the value of the JCN Common Stockiequivalent amount, and the Per Share
Stock Consideration, the Per Share Cash Consideratid the Exchange Ratio shall be proportionatéjysted, as appropriate.

ARTICLE 4
EXCHANGE OF SHARES

4.1 Exchange Procedures.

(a) At or prior to the Effective Time, Highwoodsadlhdeposit, or shall cause to be deposited, wighExchange Agent, for the benefit of the
holders of Old Certificates for exchange in accaoaawith this Article IV certificates representitige shares of Highwoods Common Stock
("New Certificates") and an estimated amount ohdasich cash and New Certificates, together withdividends or distributions with
respect thereto (without any interest thereonndpéiereinafter referred to as the "Exchange Futedbe paid pursuant to this Article 1V in
exchange for outstanding shares of JCN Common Stock

(b) As promptly as practicable after the Effectivate, Highwoods shall send or cause to be sergdio former holder of record of shares of
JCN Common Stock (other than Cash Election Shaheses of JCN Common Stock held in treasury by dCBlissenting Shares) of JICN
Common Stock immediately prior to the Effective Eitnansmittal materials for use in exchanging stobkholder's Old Certificates for the
consideration set forth in this Article 1V. Highwd® shall cause the New Certificates into whichahaf a stockholder's JCN Common Stock
are converted on the Effective Date and/or any kirecespect of the Per Share Cash Consideratidraan fractional share interests or
dividends or distributions which such person shalentitled to receive to be delivered to suchldtolder upon delivery to the Exchange
Agent of Old Certificates representing such shafekCN Common Stock (or indemnity reasonably satisfry to Highwoods and the
Exchange Agent, if any of such certificates ar¢, Ist®len or destroyed) owned by such stockholderinterest will be paid on any such cash
to be paid pursuant to this Article IV upon suchivaey.

(c) Notwithstanding the foregoing, neither the Eaage Agent nor any party hereto shall be liablanty former holder of JCN Common St¢
for any amount properly delivered to a public afflgpursuant to applicable abandoned property,estabr similar laws.

(d) No dividends or other distributions with respecHighwoods Common Stock with a record date odeg after the Effective Time shall
be paid to the holder of any unsurrendered Oldiftete representing shares of JCN Common Stockeed in the Merger into shares of
such Highwoods Common Stock until the holder thieskall surrender such Old Certificate in accoraawith this Article IV. After the
surrender of an Old Certificate in accordance whth Article IV, the record holder thereof shall &etitled to receive any such dividends or
other distributions, without any interest thereahjch theretofore had become payable with resgeshares of Highwoods Common Stock
represented by such Old Certificates.

(e) To the extent permitted by Law, any portioritef Exchange Fund that remains unclaimed by thekistdders of JCN for twelve months
after the Effective Time shall be paid to Highwoo8lay stockholders of JCN who have not theretofmmplied with this Article IV shall
thereafter look only to Highwoods for payment of #hares of Highwoods Common Stock, cash in lieangffractional shares and unpaid
dividends and distributions on the Highwoods Comr8tack deliverable in respect of each share of @@kmon Stock such stockholder
holds as determined pursuant to this Agreememtaah case, without any interest thereon.

4.2 Rights of Former JCN Shareholders. At the HEffecTime, the stock transfer books of JCN shaltlsed as to holders of JCN Common
Stock immediately prior to the Effective Time armitransfer of JCN Common Stock by any such holbel shereafter be made or
recognized. Until surrendered for exchange in atamoce with the provisions of Section 4.1, eachifi@ate theretofore representing shares of
JCN Common Stock (other than shares to be canpetestiant to
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Sections 3.4 and 3.5) shall from and after thedfiffe Time represent for all purposes only the trigireceive the consideration provided in
Sections 3.1 through 3.6 in exchange therefor estibpowever, to the Surviving Corporation's olligra (or Highwoods' obligation following
any liquidation of the Surviving Corporation) toypany dividends or make any other distributionshwetrecord date prior to the Effective
Time which have been declared or made by JCN peaof such shares of JCN Common Stock in accosdatith the terms of this
Agreement and which remain unpaid at the Effeclivee. To the extent permitted by Law, former shateéars of record of JCN shall be
entitled to vote after the Effective Time at anyatieg of Highwoods shareholders the number of webkres of Highwoods Common Stock
into which their respective shares of JCN Commamrtisare converted, regardless of whether such holte/e exchanged their Old
Certificates for New Certificates representing Higlods Common Stock in accordance with the provisimithis Agreement.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF JCN

JCN hereby represents and warrants to Highwootisllaws:

5.1 Organization, Standing, and Power. JCN is paration duly organized, validly existing, and imogl standing under the Laws of the State
of Missouri, and has the corporate power and aityhiar carry on its business as now conducted araln, lease and operate its Assets. JCN
is duly qualified or licensed to transact business foreign corporation in good standing in trege3t of the United States and foreign
jurisdictions where the character of its Assetthernature or conduct of its business requireslitet so qualified or licensed, except for s
jurisdictions in which the failure to be so quadior licensed is not reasonably likely to hav€l Material Adverse Effect. The minute bc
and other organizational documents for JCN have begde available to Highwoods for its review andiept as disclosed in

Section 5.1 of the JCN Disclosure Memorandum, arepete in all material respects as in effect athefdate of this Agreement and
accurately reflect in all material respects all adraents thereto and all proceedings of the Boaiirgfctors and shareholders thereof.

5.2 Authority of JCN; No Breach By Agreement.

(&) JCN has the corporate power and authority saceso execute, deliver, and perform its obligagionder this Agreement and to
consummate the transactions contemplated herelgyeXdcution, delivery, and performance of this &grent and the consummation of the
transactions contemplated herein, including thegderhave been duly and validly authorized by edlessary corporate action in respect
thereof on the part of JCN, subject to the appro¥#this Agreement by the holders of two-thirdste# outstanding shares of JCN Common
Stock, which is the only vote of JCN shareholderuired for approval of this Agreement and consutiomaf the Merger by JCN. Subject
to such requisite shareholder approval, this Agergmepresents a legal, valid, and binding oblagatf JCN, enforceable against JCN in
accordance with its terms (except in all casesieB enforceability may be limited by applicable kaptcy, insolvency, reorganization,
receivership, conservatorship, moratorium, or similaws affecting the enforcement of creditordhtsggenerally and except that the
availability of the equitable remedy of specifiafoemance or injunctive relief is subject to theatietion of the court before which any
proceeding may be brought).

(b) Neither the execution and delivery of this Agreent by JCN, nor the consummation by JCN of thestictions contemplated hereby, nor
compliance by JCN with any of the provisions heyadli (i) conflict with or result in a breach ohg provision of JCN's Articles of
Incorporation or Bylaws or the certificate or ae& of incorporation or bylaws of any JCN Subsigliar any resolution adopted by the board
of directors or the shareholders of any JCN Entity(ji) except as disclosed in Section 5.2 of 38 Disclosure Memorandum, constitute or
result in a Default under, or require any Consemspant to, or result in the creation of any Lienamy Asset of any JCN Entity under, any
Contract or Permit of any JCN Entity, where sucliaDt or Lien, or any failure to obtain such Contsénreasonably likely to have,
individually or in the aggregate, a JCN Materialvadse Effect, or, (iii) subject to receipt of themjuisite Consents referred to in Section 9.
and 9.1(c), constitute or result in a Default underequire any Consent pursuant to, any Law ae®applicable to any JCN Entity or any of
their respective material Assets.

(c) Other than in connection or compliance with phevisions of the Securities Laws, applicableestairporate and securities Laws, and rules
of the NASD, and other than Consents required fRegulatory Authorities, and other than noticesntéilimgs with the Internal Revenue
Service or the Pension Benefit Guaranty Corporatiith respect to any employee benefit plans, oreatide HSR Act, and other than
Consents, filings, or notifications which, if nditained or made, are not reasonably likely to handdyidually or in the aggregate, a JCN
Material Adverse Effect, no notice to, filing witbr Consent of, any public body or authority isessary for the consummation by JCN of the
Merger and the other transactions contemplatelisnAgreement.
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5.3 Capital Stock.

(&) The authorized capital stock of JCN consist§)df0,000,000 shares of JCN Common Stock, of Wwhi%29,357 shares are issued and
outstanding as of the date of this Agreement andnooe than 4,857,387 shares will be issued anstanding at the Effective Time. All of
the issued and outstanding shares of capital stbdkN are duly and validly issued and outstanding are fully paid and nonassessable
under the GBCL. None of the outstanding sharespital stock of JCN has been issued in violatioarof preemptive rights of the current or
past shareholders of JCN.

(b) Except as set forth in Section 5.3(a), or asath in the Call Right granted to KH/JCN LLC, as disclosed in Section 5.3(b) of the JCN
Disclosure Memorandum, there are no shares ofalagtgck or other equity securities of JCN outstag@nd no outstanding Equity Rights
relating to the capital stock of JCN.

5.4 JCN Subsidiaries. JCN has disclosed in Seétibof the JCN Disclosure Memorandum all of the J&Nbsidiaries that are corporations
(identifying its jurisdiction of incorporation, elagurisdiction in which it is qualified and/or linsed to transact business, and the number of
shares owned and percentage ownership interestsemed by such share ownership) and all of theahsidiaries that are general or
limited partnerships, limited liability companies, other noncorporate entities (identifying the Law under whgtlch entity is organized, e¢
jurisdiction in which it is qualified and/or licead to transact business, and the amount and naftthie ownership interest therein). Excep
disclosed in Section 5.4 of the JCN Disclosure Memdum, JCN or one of its Subsidiaries owns athefissued and outstanding shares of
capital stock (or other equity interests) of eaCNBubsidiary. No capital stock (or other equitiemest) of any JCN Subsidiary is or may
become required to be issued (other than to and®MrEntity) by reason of any Equity Rights, angréhare no Contracts by which any JCN
Subsidiary is bound to issue (other than to anaifi® Entity) additional shares of its capital st¢akother equity interests) or Equity Rights
or by which any JCN Entity is or may be bound tmsfer any shares of the capital stock (or otheitginterests) of any JCN Subsidiary
(other than to another JCN Entity). There are notats relating to the rights of any JCN Entitytide or to dispose of any shares of the
capital stock (or other equity interests) of anjNJ&ubsidiary. All of the shares of capital stock gther equity interests) of each JCN
Subsidiary held by a JCN Entity are fully paid ammhassessable under the applicable corporationdfaine jurisdiction in which such
Subsidiary is incorporated or organized and areenllny the JCN Entity free and clear of any Liencépt as disclosed in Section 5.4 of the
JCN Disclosure Memorandum, each JCN Subsidiarycrporation, and each JCN Subsidiary is duly omgah validly existing, and (as to
corporations) in good standing under the Laws efjtiisdiction in which it is incorporated or orgaed, and has the corporate power and
authority necessary for it to own, lease, and dpata Assets and to carry on its business as moslucted. Each JCN Subsidiary is duly
qualified or licensed to transact business aseidorcorporation or organization, as the case neaynbgood standing in the States of the
United States where the character of its AssetBenature or conduct of its business requires et so qualified or licensed, except for such
jurisdictions in which the failure to be so quadior licensed is not reasonably likely to havdividually or in the aggregate, a JCN Mate
Adverse Effect. The minute book and other orgaional documents for each JCN Subsidiary have bemgtenavailable to Highwoods for its
review, and, except as disclosed in Section 5thefICN Disclosure Memorandum, are complete imalierial respects as in effect as of the
date of this Agreement and accurately reflect limalterial respects all amendments thereto argtatleedings of the Board of Directors and
shareholders thereof; provided, however, that émppses of this sentence all representations mglati the period prior to January 1, 1996,
based solely on the Knowledge of JCN.

5.5 SEC Filings; Financial Statements.

(&) JCN has timely filed and made available to Mighds all SEC Documents required to be filed by 3&de November 30, 1996 (the "J
SEC Reports"). The JCN SEC Reports (i) at the filed, complied in all material respects with thgphcable requirements of the Securities
Laws and other applicable Laws and (ii) did nothattime they were filed (or, if amended or supdesi by a filing prior to the date of this
Agreement, then on the date of such filing) consaig untrue statement of a material fact or omsitéde a material fact required to be stated
in such JCN SEC Reports or necessary in order t@riee statements in such JCN SEC Reports, in difitite circumstances under which
they were made, not misleading. No JCN Subsid&rgquired to file any SEC Documents.

(b) Each of the JCN Financial Statements (includingach case, any related notes) contained id@NeSEC Reports, including any JCN
SEC Reports filed after the date of this Agreementil the Effective Time, complied as to form ith mlaterial respects with the applicable
published rules and regulations of the SEC witpeesthereto, was prepared in accordance with GAgitied on a consistent basis
throughout the periods involved (except as maynbdeated in the notes to such financial statements the case of unaudited interim
statements, as permitted by Form
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10-Q of the SEC), and fairly presented in all mateespects the consolidated financial positiod@N and its Subsidiaries as at the
respective dates and the consolidated resultserbtipns and cash flows for the periods indicagedept that the unaudited interim financial
statements were or are subject to normal and liegwear-end adjustments which were not or areerpéected to be material in amount or
effect.

5.6 Absence of Undisclosed Liabilities. Except etsfarth in Section 5.6 of the JCN Disclosure Meamztum, no JCN Entity has any
Liabilities that are reasonably likely to have aNJ®aterial Adverse Effect, except Liabilities whiahe accrued or reserved against in the
consolidated balance sheets of JCN as of SepteB@hd997 or December 31, 1996, included in the BF@idncial Statements delivered prior
to the date of this Agreement or reflected in theea thereto.

5.7 Absence of Certain Changes or Events. Sinceibker 31, 1996, except as disclosed in the JCNhEiabStatements delivered prior to
the date of this Agreement or as disclosed in 8ed&i7 of the JCN Disclosure Memorandum, there léen no events, changes, or
occurrences which have had, or are reasonablyltkahave a JCN Material Adverse Effect.

5.8 Tax Matters.

(a) To the Knowledge of JCN, no Tax Return is & baen delinquent and, except as set forth in &ebt8 of the JCN Disclosure
Memorandum, all Tax Returns filed are complete arclirate in all material respects. All Taxes showifiled Tax Returns have been paid.
There is no audit examination, deficiency, or refluitigation with respect to any Taxes, excepteserved against in the JCN Financial
Statements delivered prior to the date of this Agrent or as disclosed in Section 5.8 of the JCIBgsire Memorandum. The statute of
limitations on JCN's federal income Tax Returnsehaun for all periods prior to December 31, 198l .TAaxes and other Liabilities due with
respect to completed and settled examinationsmeleded Litigation have been paid. There are nod.igith respect to Taxes upon any ol
Assets of the JCN Entities, except for any suclmé iehich are not reasonably likely to have a JCNekal Adverse Effect.

(b) Except as may result from the extension of $G&teral income Tax Returns described in Secti8robthe JCN Disclosure Memorandi
or from of an adjustment by the Internal RevenuiSe of JCN's income, none of the JCN Entities dsescuted an extension or waiver of
any statute of limitations on the assessment decidn of any Tax due to any State taxing autlgdhtt is currently in effect.

(c) Except as set forth in Section 5.8 of the JAbtDsure Memorandum, the provision for any Taxes or to become due for any of the
JCN Entities for the period or periods through arduding the date of the respective JCN Finanstatements that has been made and is
reflected on such JCN Financial Statements isaafft to cover all such Taxes.

(d) Except as set forth in Section 5.8 of the JAbt@sure Memorandum, deferred taxes of the JCitiEmthave been provided for in
accordance with GAAP.

(e) None of the JCN Entities is a party to any @acation or sharing agreement, none of the JCtitiEs has been a member of an affiliated
group filing a consolidated federal income Tax Ret{other than a group the common parent of whiak WCN), and none of the JCN Enti
has any Liability for Taxes of any Person (othemtldCN and its Subsidiaries) under Treasury Rdgunl&ection 1.15026 (or any similar
provision of state, local or foreign Law) as a sf@mee or successor or by Contract or otherwise.

(f) Each of the JCN Entities is in compliance wilnd its records contain all information and docotedincluding properly completed IRS

Forms W9) necessary to comply with, all applicabfermation reporting and Tax withholding requiremeunder federal, state, and local

Tax Laws, and such records identify with specificitl accounts subject to backup withholding un8lection 3406 of the Internal Revenue
Code, except for such instances of noncompliandesanh omissions as are not reasonably likely t@ hadividually or in the aggregate, a
JCN Material Adverse Effect.

(9) Except as disclosed in Section 5.8 of the J@$¢IDsure Memorandum, none of the JCN Entitiesrhade any payments, is obligated to
make any payments, or is a party to any Contrattabuld obligate it to make any payments that wdnd disallowed as a deduction under
Section 280G or 162(m) of the Internal Revenue Code

(h) Except as disclosed in Section 5.8 of the JG@$¢IDsure Memorandum, there has not been an owiperkhnge, as defined in Internal
Revenue Code

Section 382(g), of the JCN Entities that occurredrd) or after any taxable period in which the JEMities incurred a net operating loss that
carries over to any taxable period ending afterdbsmer 31, 1996.
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() No JCN Entity has or has had in any foreignrdopia permanent establishment, as defined in pplicable tax treaty or convention
between the United States and such foreign country.

5.9 Assets.

(a) Except as disclosed in Section 5.9 or 5.14efJCN Disclosure Memorandum, or as disclosedsarved against in the JCN Financial
Statement, the JCN Entities have good and marleetila, free and clear of all Liens to all of theéspective Assets, except for any such
Liens or other defects of title which are not rewsay likely to have a JCN Material Adverse Effe&ll. material personal property used in the
business of the JCN Entities are in good conditieasonable wear and tear excepted, and are usdbkordinary course of business
consistent with such entities past practices.

(b) None of the JCN Entities has received notioenfany insurance carrier that (i) any policy ofurace will be canceled or that coverage
thereunder will be reduced or eliminated, or (i@mium costs with respect to such policy of insaeawill be substantially increased. Except
as set forth in Section 5.9 of the JCN Disclosuenidrandum, there are presently no claims for ansoexteeding in any individual case
$50,000 pending under such policies of insurancerannotices of claims in excess of such amounts baen given by any JCN Entity un
such policies.

(c) JCN will make available to Highwoods a true aodrect copy of all Leases.

(d) Except as set forth in Section 5.9 of the JAst@sure Memorandum and except for such mattershaould not reasonably be expec
to have a JCN Material Adverse Effect, as of tis¢ demy of the calendar month immediately precettiegdate hereof, no tenant under any of
the Leases has asserted any claim of which JCNyoSabsidiary has received written notice which ldauaterially affect the collection of
rent from such tenant and neither JCN nor any JGbsiliary has received written notice of any matatefault or breach on the part of JCN
or any Subsidiary under any of the Leases whichmioageen cured.

(e) Section 5.9 of the JCN Disclosure Memoranduis feeth all space leases under which JCN or ay SGbsidiary is a lessee (except
where the underlying real property is owned by JOM)e and correct copies of such leases havedeamred or made available to
Highwoods.

5.10 Environmental Matters.

(a) Each JCN Entity, its Operating Properties andhe Knowledge of JCN, its Participation Faalétiare, and have been, in compliance with
all Environmental Laws, except for violations whigte not reasonably likely to have, individuallyiothe aggregate, a JCN Material Adve
Effect.

(b) There is no Litigation pending or, to the Kneddje of JCN, threatened before any court, govertahagency, or authority or other forum
in which any JCN Entity or any of its Operating pedies or Participation Facilities (or JCN in respof such Operating Property or
Participation Facility) has been or, with respecthreatened Litigation, may be named as a defér{jdor alleged noncompliance (including
by any predecessor) with any Environmental Lawiiprélating to the release, discharge, spillagejisposal into the environment of any
Hazardous Material, whether or not occurring at,wmder, adjacent to, or affecting (or potentialfiecting) a site owned, leased, or operated
by any JCN Entity or any of its Operating Propertie Participation Facilities, except such as israasonably likely to have, individually or
in the aggregate, a JCN Material Adverse Effect.

(c) During the period of (i) any JCN Entity's owsleip or operation of any of their respective cutrpmoperties, (ii)any JCN Entity's
participation in the management of any Participafacility, or (iii) any JCN Entity's holding ofsecurity interest in an Operating Property,
there have been no releases, discharges, spillagdsposals of Hazardous Material in, on, unddjacent to, or affecting (or potentially
affecting) such properties, except such as aregasonably likely to have, individually or in thggregate, a JCN Material Adverse Effect. To
the Knowledge of JCN, prior to the period of (iyalfCN Entity's ownership or operation of any ofitlespective current properties, (ii) any
JCN Entity's participation in the management of Rayticipation Facility, or

(iii) any JCN Entity's holding of a security intstén an Operating Property, there were no releabgsharges, spillages, or disposals of
Hazardous Material in, on, under, or affecting angh property, Participation Facility or OperatPigperty, except such as are not reasot
likely to have, individually or in the aggregate]J@N Material Adverse Effect.

5.11 Compliance with Laws. Each JCN Entity hasfiaat all Permits necessary for it to own, leaseperate its material Assets and to carry
on its business as now conducted, except for tReseits the absence of which are not reasonaldjylto have, individually or in the
aggregate, a JCN Material Adverse Effect, and thaseoccurred no Default
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under any such Permit, other than Defaults whiehnat reasonably likely to have a JCN Material AdeeEffect. Except as disclosed in
Section 5.11 of the JCN Disclosure Memorandum, rajriee JCN Entities:

(a) is in Default under any of the provisions sf@ertificate of Incorporation or Bylaws (or otlggrverning instruments);

(b) is in Default under any Laws, Orders, or Pesrapplicable to its business, except for Defauligtvare not reasonably likely to have,
individually or in the aggregate, a JCN Materialv&dse Effect; or

(c) since January 1, 1993, has received any natiific or communication from any agency or departroéfederal, state, or local governmi
or any Regulatory Authority or the staff theregfggserting that any JCN Entity is not in complemdth any of the Laws or Orders which
such governmental authority or Regulatory Authoeitforces, where such noncompliance is reasongely lto have a JCN Material Advel
Effect, (ii) threatening to revoke any Permits, theocation of which is reasonably likely to havéGIN Material Adverse Effect, or (iii)
requiring any JCN Entity to enter into or consenttte issuance of a cease and desist order, fagnaément, directive, commitment or
memorandum of understanding, or to adopt any Baegdlution or similar undertaking, which restriotaterially the conduct of its business.

Copies of all material reports, correspondencdcestand other documents relating to any inspectiodit, monitoring or other form of
review or enforcement action by a Regulatory Autlydrave been made available to Highwoods.

5.12 Labor Relations. No JCN Entity is the subgdciny Litigation asserting that it or any othemNJEntity has committed an unfair labor
practice (within the meaning of the National LaB@lations Act or comparable state law) or seekingompel it or any other JCN Entity to
bargain with any labor organization as to wagesomditions of employment, nor, except as discldaaesection 5.12 of the JCN Disclosure
Memorandum, is any JCN Entity party to any colleetbargaining agreement, nor is there any strikattogr labor dispute involving any JCN
Entity, pending or, to the Knowledge of JCN, thezetd, or to the Knowledge of JCN, is there anyagtinvolving any JCN Entity's
employees seeking to certify a collective bargajninit or engaging in any other organization attivi

5.13 Employee Benefit Plans.

(&) JCN has disclosed in Section 5.13 of the JC&¢IBDsure Memorandum, and has delivered or madéabi@to Highwoods prior to the
execution of this Agreement copies in each casallgbension, retirement, prof#haring, deferred compensation, stock option, eyegstoc
ownership, severance pay, vacation, bonus, or @tbentive plan, all other written employee progsaarrangements, or agreements, all
medical, vision, dental, or other health planslifdlinsurance plans, and all other employee kiepkfns or fringe benefit plans, including
"employee benefit plans" as that term is define8ewction 3(3) of ERISA, currently adopted, mainegily, sponsored in whole or in part by,
or contributed to by any JCN Entity or ERISA Affite thereof for the benefit of employees, retirdependents, spouses, directors,
independent contractors, or other beneficiariesuanter which employees, retirees, dependents, eppdsectors, independent contractor:
other beneficiaries are eligible to participatdl@miively, the "JCN Benefit Plans"). Any of the N@enefit Plans which is an "employee
pension benefit plan," as that term is definedant®n 3(2) of ERISA, is referred to herein as @NJERISA Plan." Each JCN ERISA Plan
which is also a "defined benefit plan" (as defiired

Section 414(j) of the Internal Revenue Code) ismrefd to herein as a "JCN Pension Plan." Excegisatosed in Section 5.13 of the JCN
Disclosure Memorandum, no JCN Pension Plan is sibkean a multiemployer plan within the meaningedt®n 3(37) of ERISA.

(b) Except as disclosed in Section 5.13 of the D¥¢losure Memorandum, all JCN Benefit Plans areoimpliance with the applicable teri
of ERISA, the Internal Revenue Code, and any atpelicable Laws the breach or violation of which ezasonably likely to have a JCN
Material Adverse Effect. Each JCN ERISA Plan whgintended to be qualified under Section 401(ajeflnternal Revenue Code has
received a favorable determination letter fromltiternal Revenue Service, and JCN is not awar@ypicacumstances likely to result in
revocation of any such favorable determinatioreteffo the Knowledge of JCN, no JCN Entity has g@egain a transaction with respect to
any JCN Benefit Plan that, assuming the taxableg@af such transaction expired as of the datedieveould subject any JCN Entity to a 1
imposed by either Section 4975 of the Internal ReeeCode or Section 502(i) of ERISA.

(c) Except as disclosed in Section 5.13 of the Bi¥¢losure Memorandum, no JCN Pension Plan haswarfynded current liability," as that
term is defined in Section 302(d)(8)(A) of ERISAdathe fair market value of the assets of any gl@h exceeds the plan's "benefit
liabilities," as that term is defined in Sectior04(a)(16) of ERISA, when determined under actudaietors that would apply if the plan
terminated in accordance with all applicable legal
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requirements. Since the date of the most recenadat valuation, there has been (i) no materiaihgie in the financial position of any JCN
Pension Plan, (ii) no change in the actuarial aggiems with respect to any JCN Pension Plan, d@id@ increase in benefits under any JCN
Pension Plan as a result of plan amendments ogekan applicable Law which is reasonably likehhtve a JCN Material Adverse Effect
materially adversely affect the funding statusmf auch plan. Neither any JCN Pension Plan nor'simgle-employer plan,” within the
meaning of

Section 4001(a)(15) of ERISA, currently or formenhaintained by any JCN Entity, or the single-emploglan of any entity which is
considered one employer with JCN under Section 40ERISA or Section 414 of the Internal Revenuel€or Section 302 of ERISA
(whether or not waived) (an "ERISA Affiliate") has "accumulated funding deficiency" within the miegnof Section 412 of the Internal
Revenue Code or Section 302 of ERISA, which isarably likely to have a JCN Material Adverse Effédb JCN Entity has provided, or is
required to provide, security to a JCN Pension Blato any single-employer plan of an ERISA Affiégpursuant to Section 401(a)(29) of the
Internal Revenue Code.

(d) No Liability under Subtitle C or D of Title I'éf ERISA has been or is expected to be incurredriyyJCN Entity with respect to any
ongoing, frozen, or terminated single-employer mathe singleemployer plan of any ERISA Affiliate, which Lialtjiis reasonably likely t
have a JCN Material Adverse Effect. No JCN Entig Incurred any withdrawal Liability with respeata multiemployer plan under Subtitle
B of Title IV of ERISA (regardless of whether basadcontributions of an ERISA Affiliate), which Lbdity is reasonably likely to have a
JCN Material Adverse Effect. No notice of a "repdte event,” within the meaning of

Section 4043 of ERISA for which the 30-day repagtiequirement has not been waived, has been relgiree filed for any JCN Pension
Plan or by any ERISA Affiliate within the 12-monpleriod ending on the date hereof.

(e) Except as disclosed in Section 5.13 of the D¥dlosure Memorandum, no JCN Entity has any Ligbibr retiree health and life benefits
under any of the JCN Benefit Plans and there amestoictions on the rights of such JCN Entity teesd or terminate any such retiree health
or benefit Plan without incurring any Liability.

(f) Except as disclosed in Section 5.13 of the Joidtlosure Memorandum, neither the execution afligety of this Agreement nor the
consummation of the transactions contemplated exéb(i) result in any payment (including sevecan unemployment compensation,
golden parachute, or otherwise) becoming due tadinegtor or any employee of any JCN Entity frony &N Entity under any JCN Benefit
Plan or otherwise, (ii) increase any benefits otliws payable under any JCN Benefit Plan, or @gult in any acceleration of the time of
payment or vesting of any such benefit.

(9) The actuarial present values of all accrueeémedi compensation entittements (including entidata under any executive compensation,
supplemental retirement, or employment agreemérminployees and former employees of any JCN Eatity their respective beneficiaries,
other than entitlements accrued pursuant to fumeig@ment plans subject to the provisions of $&cil2 of the Internal Revenue Code or
Section 302 of ERISA, have been fully reflectedtosm JCN Financial Statements to the extent requiyeaind in accordance with GAAP.

5.14 Material Contracts. Except as disclosed ini&e&.14 of the JCN Disclosure Memorandum or oilige reflected in the JCN Financial
Statements, none of the JCN Entities, nor any aif tiespective Assets, businesses, or operatigmasparty to, or is bound or affected by, or
receives benefits under, (i) any employment, sen@ratermination, consulting, or retirement Corttgoviding for aggregate payments to
any Person in any calendar year in excess of $80(0pany Contract relating to the borrowing obney by any JCN Entity or the guarantee
by any JCN Entity of any such obligation (othenti@2ontracts evidencing trade payables and Contraletsng to borrowings or guarantees
made in the ordinary course of business), (iii) @mntract which materially prohibits or restrictsya]CN Entity from engaging in any
business activities in any geographic area, linkeusiness or otherwise in competition with any otherson, other than restrictions in Leases
intended to protect certain tenant interests,fallfuch restrictions are normal and customary i Itlusiness of JCN, (iv) any Material Cont
between or among JCN Entities, (v) any Material t@aot involving Intellectual Property (other thanr@racts entered into in the ordinary
course with customers and "shrink-wrap" softwarenises), (vi) any Contract relating to the provisié data processing, network
communication, or other technical services to oaby JCN Entity, (vii) any Contract relating to therchase or sale of any goods or services
(other than Contracts entered into in the ordiayrse of business and involving payments undeiradiyidual Contract not in excess of
$50,000), (viii) any Material Contract for properhyanagement or property operations, and (ix) ahgro€ontract or amendment thereto that
would be required to be filed as an exhibit to anfr@0-K filed by JCN with the SEC as of the datehia$ Agreement (together with all
Contracts referred to in Sections 5.9 and 5.138¢&); JCN Contracts"). With respect to each JCN @atiand except as disclosed in Section
5.14 of the JCN Disclosure Memorandum: (i) the @axttis in full force and effect; (i) no JCN Emtis in Default thereunder, other than
Defaults which are not reasonably likely to havlBC&N Material Adverse Effect;
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(iii) no JCN Entity has repudiated or waived anyteni@l provision of any such Contract; and (iv)atber party to any such Contract, to the
Knowledge of JCN, is, in Default in any respechastthan Defaults which are not reasonably likelydve a JCN Material Adverse Effect, or
has repudiated or waived any material provisiomethieder.

5.15 Legal Proceedings. Except as disclosed ind@e6t15 of the JCN Disclosure Memorandum, therid.itigation instituted or pending,
or, to the Knowledge of JCN, threatened (or unasddyut considered probable of assertion and wih&$serted would have at least a
reasonable probability of an unfavorable outcongajresst any JCN Entity, or against any director, Exyge or employee benefit plan of any
JCN Entity, or against any Asset, interest, ortrigfrany of them, that is reasonably likely to hav@CN Material Adverse Effect, nor are tr
any Orders of any Regulatory Authorities, otheregrovnental authorities, or arbitrators outstandiggirast any JCN Entity, that are reason
likely to have a JCN Material Adverse Effect. Sentb.15 of the JCN Disclosure Memorandum contaisisnamary of all Litigation as of the
date of this Agreement to which any JCN Entity gaaty and which names a JCN Entity as a defemmtaetoss-defendant or for which any
JCN Entity has any potential uninsured Liabilityeixcess of $50,000.

5.16 Reports. Since January 1, 1993, or the dategafnization if later, each JCN Entity has timiéisd all reports and statements, together
with any amendments required to be made with reégpereto, that it was required to file with Redalg Authorities, except for those which
the failure to file are not reasonably likely tovkaa JCN Material Adverse Effect). To the Knowled§dCN, as of their respective dates, €

of such reports and documents, including the firrstatements, exhibits, and schedules theretaptied in all material respects with all
applicable Laws. As of its respective date, ead saport and document did not, in all materiapeeds, contain any untrue statement of a
material fact or omit to state a material fact liegglito be stated therein or necessary to makstéttements made therein, in light of the
circumstances under which they were made, not ad#ig, except for those untrue statements or oamissiot reasonably expected to have a
JCN Material Adverse Effect.

5.17 Statements True and Correct. No certificatesirument furnished by any JCN Entity or any a#fi, director or employee thereof to
Highwoods pursuant to this Agreement or pursuaantpother document, agreement, or instrumentredfdo herein contains or will contain
any untrue statement of material fact or will otoistate a material fact necessary to make thers#atts therein, in light of the circumstances
under which they were made, not misleading. North@information supplied or to be supplied by d@N Entity or any officer, director or
employee thereof for inclusion in the Registrat@iatement to be filed by Highwoods with the SEQ,wihen the Registration Statement
becomes effective, be false or misleading witheesmp any material fact, or omit to state any makéact necessary to make the statements
therein not misleading. None of the informationdiga or to be supplied by any JCN Entity or anfjoefr, director or employee thereof for
inclusion in the Proxy Statement to be mailed tdl'3Ghareholders in connection with the JCN Shddein® Meeting, and any other
documents to be filed by a JCN Entity or any officrector or employee thereof with the SEC or ather Regulatory Authority in
connection with the transactions contemplated henetl, at the respective time such documentsfied, and with respect to the Proxy
Statement, when first mailed to the shareholde®M, be false or misleading with respect to anteni fact, or omit to state any material
fact necessary to make the statements thereiighhdf the circumstances under which they wereenadt misleading, or, in the case of the
Proxy Statement or any amendment thereof or supiethereto, at the time of the JCN Shareholderstivig, be false or misleading with
respect to any material fact, or omit to state muayerial fact necessary to correct any statemeamynearlier communication with respect to
the solicitation of any proxy for the JCN SharelgogiMeeting. All documents that any JCN Entityesponsible for filing with any
Regulatory Authority in connection with the tranaes contemplated hereby will comply as to fornalihmaterial respects with the
provisions of applicable Law.

5.18 Tax and Regulatory Matters. No JCN Entity oy afficer or director thereof has taken or agrieethke any action or has any Knowle:
of any fact or circumstance that is reasonablylyike (i) prevent the Merger from qualifying aseorganization within the meaning of Sect
368(a) of the Internal Revenue Code, or (i) malsrimpede or delay receipt of any Consents ofRegry Authorities referred to in Section
9.1(b).

5.19 State Takeover Laws. Each JCN Entity has takarecessary action to exempt the transactionsecplated by this Agreement from,
if necessary, to challenge the validity or applitigbof, any applicable "moratorium," “fair price;business combination," "control share," or
other anti-takeover Laws (collectively, "Takeovews"), including Section 351.459 of the GBCL.

5.20 Charter Provisions. Each JCN Entity has talkeaction so that the entering into of this Agregrand the consummation of the Merger
and the other transactions contemplated by thieé&gent do not and will not result in the grantmf aghts to any Person under the
Certificate of Incorporation, Bylaws or other gowvieig instruments of any JCN Entity
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or restrict or impair the ability of Highwoods amaof its Subsidiaries to vote, or otherwise toreige the rights of a shareholder with respect
to, shares of any JCN Entity that may be directlindirectly acquired or controlled by them.

5.21 Rights Agreement. JCN has taken all necessdign (including, if required, redeeming all oétbutstanding JCN Rights or amending
terminating the JCN Rights Agreement) so that titeréng into of this Agreement, the acquisitiorsbfires pursuant to the consummation of
the Merger and the other transactions contemplageeby do not and will not result in any Persorobgiag able to exercise any JCN Rights
under the JCN Rights Agreement or enabling or rédggihe JCN Rights to be separated from the shar@EN Common Stock to which th
are attached or to be triggered or to become esadyld.

5.22 Opinion of Financial Advisor. JCN has receitteel opinion of Morgan Stanley, Dean Witter, Diseo$ Co., dated the date of this
Agreement, to the effect that the consideratiobg@eceived in the Merger by the holders of JCN @om Stock is fair, from a financial poi
of view, to such holders, a signed copy of which baen delivered to Highwoods.

5.23 Board Recommendation. The Board of DirectbtkOiN, at a meeting duly called and held, has \yxahdopted resolutions (which
resolutions have not been withdrawn or revokedjrggahat the Board of Directors of JCN has

(i) determined that this Agreement and the tramsastcontemplated hereby, including the Merger taedransactions contemplated thereby,
taken together, are fair to and in the best interalthe shareholders and (i) resolved to recontribat the holders of the shares of JCN
Common Stock approve this Agreement.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF HIGHWOODS

Highwoods hereby represents and warrants to JGbllawss:

6.1 Organization, Standing, and Power. Highwoodsderporation duly organized, validly existingdan good standing under the Laws of
the State of Maryland, and has the corporate pawdrauthority to carry on its business as now cotedliand to own, lease and operate its
material Assets. Highwoods is duly qualified oelised to transact business as a foreign corpoiiatigmod standing in the States of the
United States and foreign jurisdictions where tharacter of its Assets or the nature or condudsdiusiness requires it to be so qualified or
licensed, except for such jurisdictions in which fhilure to be so qualified or licensed is nosmbly likely to have, individually or in the
aggregate, a Highwoods Material Adverse Effect.

6.2 Authority; No Breach By Agreement.

(a) Highwoods has the corporate power and authoetessary to execute, deliver and perform itgabtns under this Agreement and to
consummate the transactions contemplated herelgyeXdécution, delivery and performance of this Agreet and the consummation of the
transactions contemplated herein, including thegderhave been duly and validly authorized by edlessary corporate action in respect
thereof on the part of Highwoods. This Agreemeptesents a legal, valid, and binding obligatiotdafhwoods, enforceable against
Highwoods in accordance with its terms (exceptlicases as such enforceability may be limited jpyliaable bankruptcy, insolvency,
reorganization, receivership, conservatorship, tooitam, or similar Laws affecting the enforcemehteditors' rights generally and except
that the availability of the equitable remedy oésific performance or injunctive relief is subjéatthe discretion of the court before which
any proceeding may be brought).

(b) Neither the execution and delivery of this Agreent by Highwoods, nor the consummation by Highdgoaf the transactions
contemplated hereby, nor compliance by Highwoodhk @y of the provisions hereof, will (i) confliatith or result in a breach of any
provision of Highwoods' Amended and Restated Agtiadf Incorporation or Bylaws, or (ii) constituteresult in a Default under, or require
any Consent pursuant to, or result in the creaifany Lien on any Asset of any Highwoods Entitglen any Contract or Permit of any
Highwoods Entity, where such Default or Lien, oy &ailure to obtain such Consent, is reasonabkglyito have a Highwoods Material
Adverse Effect, or, (iii) subject to receipt of trexjuisite Consents referred to in Section 9.-bistitute or result in a Default under, or
require any Consent pursuant to, any Law or Orgpli@able to any Highwoods Entity or any of theispective material Assets (including
any Highwoods Entity or any JCN Entity becomingjsabto or liable for the payment of any Tax or afifhe Assets owned by any
Highwoods Entity or any JCN Entity being reassesse@valued by any taxing authority).
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(c) Other than in connection or compliance with phevisions of the Securities Laws, applicableestairporate and securities Laws, and rules
of the NYSE, and other than Consents required fRagulatory Authorities, and other than noticestrtéilimgs with the Internal Revenue
Service or the Pension Benefit Guaranty Corporatiith respect to any employee benefit plans, oreatide HSR Act, and other than
Consents, filings, or notifications which, if nditained or made, are not reasonably likely to tatghwoods Material Adverse Effect, no
notice to, filing with, or Consent of, any publiody or authority is necessary for the consummédtiphlighwoods of the Merger and the ot
transactions contemplated in this Agreement.

6.3 Capital Stock.

(a) The authorized capital stock of Highwoods cstssof (i) 100,000,000 shares of Highwoods Commogks of which 37,948,435 shares
are issued and outstanding as of the date of thiegfnent, and (ii) 10,000,000 shares of HighwoadfeRed Stock, of which 7,025,000
shares are issued and outstanding. All of the dsane outstanding shares of Highwoods Capital Saoekand all of the shares of Highwoods
Common Stock to be issued in exchange for shar@€ifCommon Stock upon consummation of the Mengken issued in accordance w
the terms of this Agreement, will be, duly and @bliissued and outstanding and fully paid and nsessable under the MGCL. None of the
outstanding shares of Highwoods Capital Stock le@npand none of the shares of Highwoods Commark $tcbe issued in exchange for
shares of JCN Common Stock upon consummation dfidrger will be, issued in violation of any preemptrights of the current or past
shareholders of Highwoods.

(b) Except as set forth in Section 6.3(a), or aviged pursuant to the Highwoods Stock Plans oHilghwoods Rights Agreement, or as
disclosed in

Section 6.3 of the Highwoods Disclosure Memorandilnare are no shares of capital stock or othertggecurities of Highwoods
outstanding and no outstanding Equity Rights ne¢pto the capital stock of Highwoods.

6.4 Highwoods Subsidiaries. Highwoods has disclas&kction 6.4 of the Highwoods Disclosure Memdran all of the Highwoods
Subsidiaries as of the date of this Agreementahatorporations (identifying its jurisdiction efcorporation and percentage ownership
interest represented by such share ownership) lhafithe Highwoods Subsidiaries that are generdinoited partnerships or other non-
corporate entities (identifying the Law under whgtkch entity is organized and the amount and natiutfee ownership interest therein).
Except as disclosed in Section 6.4 of the Highwddidslosure Memorandum, Highwoods and/or one dbiibsidiaries owns all of the isstL
and outstanding shares of capital stock (or othaitg interests) of each Highwoods Subsidiary. ldpital stock (or other equity interest) of
any Highwoods Subsidiary are or may become requardst issued (other than to another HighwoodstBriy reason of any Equity Rights,
and there are no Contracts (except for propertyiaitagpn contracts utilizing the issuance of parsidp interests in Highwoods/ Forsyth
Limited Partnership and for which the partnerskipeiceiving reasonable equivalent value or as wikerdisclosed in Section 6.13 of the
Highwoods Disclosure Memorandum) by which any Higbds Subsidiary is bound to issue (other than tahean Highwoods Entity)
additional shares of its capital stock (or otharigginterests) or Equity Rights or by which anygHivoods Entity is or may be bound to
transfer any shares of the capital stock (or otlgeiity interests) of any Highwoods Subsidiary (othan to another Highwoods Entity). Th
are no Contracts relating to the rights of any Mighds Entity to vote or to dispose of any sharehefcapital stock (or other equity interests)
of any Highwoods Subsidiary. All of the shares @pital stock (or other equity interests) of eachhwoods Subsidiary held by a Highwoods
Entity are fully paid and nonassessable under pipdiable corporation Law of the jurisdiction in iwh such Subsidiary is incorporated or
organized and are owned by the Highwoods Entity ned clear of any Lien. Except as disclosed ini@e6.4 of the Highwoods Disclosure
Memorandum), each Highwoods Subsidiary is a cotfmraand each Highwoods Subsidiary is duly orgasjzalidly existing, and (as to
corporations) in good standing under the Laws efjtiisdiction in which it is incorporated or orgaed, and has the corporate power and
authority necessary for it to own, lease and opdtatAssets and to carry on its business as nowuzied. Each Highwoods Subsidiary is
duly qualified or licensed to transact businesa &meign corporation or organization, as the e¢aag be, is in good standing in the States of
the United States and foreign jurisdictions whéeedharacter of its Assets or the nature or conafuits business requires it to be so qualified
or licensed, except for such jurisdictions in whikhb failure to be so qualified or licensed is regtsonably likely to have a Highwoods
Material Adverse Effect.

6.5 SEC Filings; Financial Statements.

(a) Highwoods and Highwoods/Forsyth Limited Parshgy has timely filed and made available to JCNS&IC Documents required to be
filed by Highwoods or Highwoods/Forsyth Limited Barship since June 14, 1994 (the "Highwoods SEMRE"). The Highwoods SEC
Reports (i) at the time filed, complied in all n@érespects with the applicable requirementhef$ecurities Laws and other applicable
Laws and (ii) did not, at the time they were
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filed (or, if amended or superseded by a filingptd the date of this Agreement, then on the dageich filing) contain any untrue statement
of a material fact or omit to state a material f&cjuired to be stated in such Highwoods SEC Repomecessary in order to make the
statements in such Highwoods SEC Reports, in bfittte circumstances under which they were mademmsleading. Except for
Highwoods/Forsyth Limited Partnership, no Highwo&isbsidiary is required to file any SEC Documents.

(b) Each of the Highwoods Financial Statementdiiiag, in each case, any related notes) contdiméte Highwoods SEC Reports,
including any Highwoods SEC Reports filed after dag¢e of this Agreement until the Effective Timepwlied as to form in all material
respects with the applicable published rules agdlations of the SEC with respect thereto, was amegbin accordance with GAAP applied
on a consistent basis throughout the periods irb(except as may be indicated in the notes to fin@hcial statements or, in the case of
unaudited interim statements, as permitted by Fdn@ of the SEC), and fairly presented in all mateespects the consolidated financial
position of Highwoods and its Subsidiaries as atréspective dates and the consolidated resutipariitions and cash flows for the periods
indicated, except that the unaudited interim finalhgtatements were or are subject to normal acurreg year-end adjustments which were
not or are not expected to be material in amouefferct.

6.6 Absence of Undisclosed Liabilities. No Highwedghtity has any Liabilities that are reasonaldglii to have a Highwoods Material
Adverse Effect, except Liabilities which are acatwe reserved against in the consolidated balaneets of Highwoods as of September 30,
1997 or December 31, 1996, included in the Highvedeidancial Statements delivered prior to the datbis Agreement or reflected in the
notes thereto.

6.7 Absence of Certain Changes or Events. Sincemker 31, 1996, except as disclosed in the Highwédtancial Statements delivered
prior to the date of this Agreement or as disclageSlection 6.7 of the Highwoods Disclosure Memdran, there have been no events,
changes or occurrences which have had, or arenablgdikely to have a Highwoods Material AdversiéeEt.

6.8 Tax Matters.

(a) All Tax Returns required to be filed by or oghhlf of any of the Highwoods Entities have bearety filed or requests for extensions have
been timely filed, granted, and have not expiredfriods ended on or before September 30, 1997oamr before the date of the most
recent fiscal year end immediately preceding tHed&f/e Time, and all Tax Returns filed are complahd accurate in all material. All Taxes
shown on filed Tax Returns have been paid. As efdidite of this Agreement, there is no audit exatisinadeficiency, or refund Litigation

with respect to any Taxes that is reasonably likelsesult in a determination that would have ahdigods Material Adverse Effect, except as
reserved against in the Highwoods Financial Statésner as disclosed in Section 6.8 of the Highwdadslosure Memorandum.

(b) Highwoods, based on its current and intendethoueof operation, meets the requirements for §oation as a REIT under Sections 856-
860 of the Internal Revenue Code.

6.9 Assets. Except as disclosed in Section 6.BefHighwoods Disclosure Memorandum or as disclasedserved against in the Highwot
Financial Statements, the Highwoods Entities haaadgand marketable title, free and clear of alhkigto all of their respective Assets, exi
for any such Liens or other defects of title whégk not reasonably likely to have a Highwoods Malédverse Effect. All Material personal
properties used in the businesses of the HighwBaoti§es are in good condition, reasonable weartaadexcepted, and are usable in the
ordinary course of business consistent with Hightgbpast practices.

6.10 Environmental Matters.

(a) Each Highwoods Entity, its Operating Propertsasl, to the Knowledge of Highwoods, its Partitipg Facilities are, and have been, in
compliance with all Environmental Laws, except¥alations which are not reasonably likely to havkElighwoods Material Adverse Effect.

(b) There is no Litigation pending or, to the Knedde of Highwoods, threatened before any courtegouental agency, or authority or other
forum in which any Highwoods Entity or any of itp&ating Properties or Participation Facilities tighwoods in respect of such Operating
Property or Participation Facility) has been othwespect to threatened Litigation, may be nansea defendant (i) for alleged
noncompliance (including by any predecessor) with Bnvironmental Law or (ii) relating to the releasdlischarge, spillage, or disposal into
the environment of any Hazardous Material, whetitgrot occurring at, on, under, adjacent to, cectfhig (or potentially affecting) a site
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owned, leased, or operated by any Highwoods Eatigny of its Operating Properties or Participatt@eilities, except such as is not
reasonably likely to have a Highwoods Material AcbecEffect.

(c) During the period of (i) any Highwoods Entitgwnership or operation of any of their respectiverent properties, (ii) any Highwoods
Entity's participation in the management of anytiBiation Facility, or

(iif) any Highwoods Entity's holding of a securityterest in an Operating Property, there have Ibeereleases, discharges, spillages, or
disposals of Hazardous Material in, on, under,@djato, or affecting (or potentially affecting)céuproperties, except such as are not
reasonably likely to have a Highwoods Material AbecEffect. To the Knowledge of Highwoods, priothe period of (i) any Highwoods
Entity's ownership or operation of any of theirgestive current properties, (ii) any Highwoods Brdi participation in the management of
any Participation Facility, or

(i) any Highwoods Entity's holding of a securitterest in an Operating Property, there were feases, discharges, spillages, or disposi
Hazardous Material in, on, under, or affecting angh property, Participation Facility or OperatiPigpperty, except such as are not reasol
likely to have a Highwoods Material Adverse Effect.

6.11 Compliance with Laws. Each Highwoods Entitg lraeffect all Permits necessary for it to owske or operate its material Assets ar
carry on its business as now conducted, exceghfse Permits the absence of which are not reabolilddy to have a Highwoods Material
Adverse Effect, and there has occurred no Defandeuany such Permit, other than Defaults whicmateaeasonably likely to have a
Highwoods Material Adverse Effect. Except as disebbin Section 6.11 of the Highwoods Disclosure Memdum, none of the Highwoods
Entities:

(a) is in Default under its Amended and Restateities of Incorporation or Bylaws (or other govemiinstruments); or

(b) is in Default under any Laws, Orders or Permjiplicable to its business or employees condudtgngusiness, except for Defaults which
are not reasonably likely to have, individuallyiothe aggregate, a Highwoods Material Adverse dEffer

(c) since January 1, 1993, has received any natiific or communication from any agency or departroéfederal, state, or local governmi
or any Regulatory Authority or the staff theregfggserting that any Highwoods Entity is not in ptiance with any of the Laws or Orders
which such governmental authority or Regulatoryhsuity enforces, where such noncompliance is regtdgrikely to have a Highwoods
Material Adverse Effect, (ii) threatening to revakey Permits, the revocation of which is reasonéikély to have a Highwoods Material
Adverse Effect, or (iii) requiring any Highwoods iy to enter into or consent to the issuance oféase and desist order, formal agreement,
directive, commitment or memorandum of understagdim to adopt any board resolution or similar utaléng, which restricts materially t
conduct of its business.

6.12 Labor Relations. No Highwoods Entity is thejsat of any Litigation asserting that it or anjet Highwoods Entity has committed an
unfair labor practice (within the meaning of thetiiaal Labor Relations Act or comparable state langeeking to compel it or any other
Highwoods Entity to bargain with any labor orgati@a as to wages or conditions of employment, sary Highwoods Entity party to any
collective bargaining agreement, nor is there drlgesor other labor dispute involving any Highwadntity, pending or threatened, or to the
Knowledge of Highwoods, is there any activity inviag any Highwoods Entity's employees seeking ttifgea collective bargaining unit or
engaging in any other organization activity.

6.13 Employee Benefit Plans.

(a) Highwoods has disclosed in Section 6.13 oHighwoods Disclosure Memorandum, and has deliveradade available to JCN prior to
the execution of this Agreement copies in each ofs&l pension, retirement, profit-sharing, deéer compensation, stock option, employee
stock ownership, severance pay, vacation, bonusther incentive plan, all other written employeegrams, arrangements, or agreement
medical, vision, dental, or other health plans|ifdlinsurance plans, and all other employee bepé&fns or fringe benefit plans, including
"employee benefit plans" as that term is define8eation 3(3) of ERISA, currently adopted, maingaimy, sponsored in whole or in part by,
or contributed to by any Highwoods Entity or ERI8Hiliate thereof for the benefit of employees,ireés, dependents, spouses, directors,
independent contractors, or other beneficiariesuatter which employees, retirees, dependents, sppdsectors, independent contractor:
other beneficiaries are eligible to participatelémively, the "Highwoods Benefit Plans"). Any tife Highwoods Benefit Plans which is an
"employee pension benefit plan,” as that term findd in Section 3(2) of ERISA, is referred to hieras a "Highwoods ERISA Plan." Each
Highwoods ERISA Plan which is also a "defined ban@én" (as defined in Section 414(j) of the Imak Revenue
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Code) is referred to herein as a "Highwoods PenBlan.” No Highwoods Pension Plan is or has bemuléiemployer plan within the
meaning of
Section 3(37) of ERISA.

(b) All Highwoods Benefit Plans are in complianc#hwhe applicable terms of ERISA, the Internal Bewe Code, and any other applicable
Laws the breach or violation of which are reasopéikély to have a Highwoods Material Adverse Effdeach Highwoods ERISA Plan
which is intended to be qualified under Section(4Dbdf the Internal Revenue Code has received arddne determination letter from the
Internal Revenue Service, and Highwoods is not ewéany circumstances likely to result in revomatdf any such favorable determination
letter. To the Knowledge of Highwoods, no Highwoddgity has engaged in a transaction with resgeany Highwoods Benefit Plan that,
assuming the taxable period of such transactioireX@as of the date hereof, would subject any Higbae Entity to a Tax imposed by either
Section 4975 of the Internal Revenue Code or Se&@2(i) of ERISA.

(c) No Highwoods Pension Plan has any "unfundetkoutiability,” as that term is defined in Secti®d2(d)(8)(A) of ERISA, and the fair
market value of the assets of any such plan exdbeddan's "benefit liabilities," as that terndisfined in Section 4001(a)(16) of ERISA,
when determined under actuarial factors that waplaly if the plan terminated in accordance withaglplicable legal requirements. Since the
date of the most recent actuarial valuation, thesbeen (i) no material change in the financiaitomn of any Highwoods Pension Plan, (ii)
no change in the actuarial assumptions with redpeaty Highwoods Pension Plan, and (iii) no insesim benefits under any Highwoods
Pension Plan as a result of plan amendments ogekan applicable Law which is reasonably likehht&ve a Highwoods Material Adverse
Effect or materially adversely affect the fundirigtas of any such plan. Neither any Highwoods RenBian nor any "single-employer plan,"
within the meaning of Section 4001(a)(15) of ERISAtrently or formerly maintained by any Highwodgistity, or the single-employer plan
of any entity which is considered an ERISA Affigadf Highwoods has an "accumulated funding defmyymvithin the meaning of

Section 412 of the Internal Revenue Code or Se@@hof ERISA, which is reasonably likely to havelighwoods Material Adverse Effect.
No Highwoods Entity has provided, or is requiregbtovide, security to a Highwoods Pension Plaroarty singl-employer plan of an
ERISA Affiliate pursuant to Section 401(a)(29) bétinternal Revenue Code.

(d) No Liability under Subtitle C or D of Title I'éf ERISA has been or is expected to be incurredriyyHighwoods Entity with respect to
any ongoing, frozen, or terminated single-emplglan or the single-employer plan of any ERISA A#fie, which Liability is reasonably
likely to have a Highwoods Material Adverse Effddt Highwoods Entity has incurred any withdrawaahiiity with respect to a
multiemployer plan under Subtitle B of Title IV BRISA (regardless of whether based on contributafren ERISA Affiliate), which
Liability is reasonably likely to have a Highwooblisterial Adverse Effect. No notice of a "reportableent,” within the meaning of Section
4043 of ERISA for which the 3@ay reporting requirement has not been waivedbkas required to be filed for any Highwoods Pensitam
or by any ERISA Affiliate within the 12-month ped@nding on the date hereof.

(e) Except as disclosed in Section 6.13 of the Wimgtds Disclosure Memorandum, no Highwoods Entity day Liability for retiree health
and life benefits under any of the Highwoods Bdrfffins and there are no restrictions on the righssich Highwoods Entity to amend or
terminate any such retiree health or benefit Plahout incurring any Liability.

(f) The actuarial present values of all accruegtdetl compensation entitlements (including entiélata under any executive compensation,
supplemental retirement, or employment agreemérminployees and former employees of any HighwoatgtyEand their respective
beneficiaries, other than entitlements accruedyaunisto funded retirement plans subject to the iprons of Section 412 of the Internal
Revenue Code or Section 302 of ERISA, have beénreflected on the Highwoods Financial Stateménthe extent required by and in
accordance with GAAP.

6.14 Legal Proceedings. There is no Litigationiintd or pending, or, to the Knowledge of Highwspthreatened (or unasserted but
considered probable of assertion and which if ésdevould have at least a reasonable probabilignafinfavorable outcome) against any
Highwoods Entity, or against any director, emplogeemployee benefit plan of any Highwoods Entityagainst any Asset, interest, or right
of any of them, that is reasonably likely to havudighwoods Material Adverse Effect, nor are themg ®rders of any Regulatory Authorities,
other governmental authorities, or arbitrators tunding against any Highwoods Entity, that areorably likely to have a Highwoods
Material Adverse Effect.

6.15 Reports. Since January 1, 1993, or the dabegainization if later, each Highwoods Entity hasely filed all reports and statements,
together with any amendments required to be matteregpect thereto, that it was required to filehviRegulatory Authorities except for the
which the failure to file are not reasonably likétyhave a Highwoods Material Adverse Effect). fie Knowledge of Highwoods, as of their
respective dates, each of such reports and docsriediuding the financial statements, exhibits] aohedules thereto, complied in all
material respects with all applicable Laws.
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As of its respective date, each such report anddeat did not, in all material respects, contain antrue statement of a material fact or o

to state a material fact required to be statecether necessary to make the statements maderthardight of the circumstances under which
they were made, not misleading, except for thogriarstatements or omissions not reasonably expécteave a Highwoods Material
Adverse Effect.

6.16 Statements True and Correct. No statemertificate, instrument or other writing furnishedtorbe furnished by any Highwoods Entity
or any Affiliate thereof to JCN pursuant to thisr@gment or any other document, agreement or insintineferred to herein contains or will
contain any untrue statement of material fact dramnit to state a material fact necessary to nthkestatements therein, in light of the
circumstances under which they were made, not adshg. None of the information supplied or to bp@ied by any Highwoods Entity or
any Affiliate thereof for inclusion in the Regidiian Statement to be filed by Highwoods with theCSill, when the Registration Statement
becomes effective, be false or misleading witheesmp any material fact, or omit to state any makéact necessary to make the statements
therein not misleading. None of the informationdigd or to be supplied by any Highwoods Entityaay Affiliate thereof for inclusion in tt
Proxy Statement to be mailed to JCN's shareholdersnnection with the JCN Shareholders Meeting, @my other documents to be filed by
any Highwoods Entity or any Affiliate thereof withe SEC or any other Regulatory Authority in cortiecwith the transactions
contemplated hereby, will, at the respective timehsdocuments are filed, and with respect to tlexyPStatement, when first mailed to the
shareholders of JCN, be false or misleading wisipeet to any material fact, or omit to state anyemia fact necessary to make the staten
therein, in light of the circumstances under whindly were made, not misleading, or, in the cagbeProxy Statement or any amendment
thereof or supplement thereto, at the time of b $hareholders Meeting, be false or misleading vaspect to any material fact, or omit to
state any material fact necessary to correct atgrsent in any earlier communication with respedhe solicitation of any proxy for the JCN
Shareholders Meeting. All documents that any HigbadgEntity or any Affiliate thereof is responsilide filing with any Regulatory

Authority in connection with the transactions conpated hereby will comply as to form in all ma#riespects with the provisions of
applicable Law.

6.17 Authority of Sub. Sub is a corporation dulgamized, validly existing and in good standing urttle Laws of the State of Maryland as a
wholly owned Subsidiary of Highwoods. The authodizapital stock of Sub consists of 1,000 sharesutf Common Stock, all of which is
validly issued and outstanding, fully paid and resessable and is owned by Highwoods free and afeary Lien. Sub has the corporate
power and authority necessary to execute, delivdiperform its obligations under this Agreement samdonsummate the transactions
contemplated hereby. The execution, delivery amtbpmance of this Agreement and the consummatighetransactions contemplated
herein, including the Merger, have been duly ardilygauthorized by all necessary corporate actiorespect thereof on the part of Sub. 1
Agreement represents a legal, valid, and bindidgyation of Sub, enforceable against Sub in acawrdawith its terms (except in all cases as
such enforceability may be limited by applicablekmaptcy, insolvency, reorganization, moratoriumsimilar Laws affecting the
enforcement of creditors' rights generally and pkdeat the availability of the equitable remedyspécific performance or injunctive relief is
subject to the discretion of the court before whaaly proceeding may be brought).

6.18 Tax and Regulatory Matters. No Highwoods Erditany Affiliate thereof has taken or agreedaicetany action or has any Knowledge
of any fact or circumstance that is reasonablylyike (i) prevent the Merger from qualifying aseorganization within the meaning of Sect
368(a) of the Internal Revenue Code, or (i) malsrimpede or delay receipt of any Consents ofRegry Authorities referred to in Section
9.1(b) or result in the imposition of a conditionrestriction of the type referred to in the lasht&ence of Section 9.1(b).

6.19 Rights Agreement. Execution of this Agreena t consummation of the Merger and the other tioses contemplated by this
Agreement will not result in the grant of any righd any Person under the Highwoods Rights Agreéfoéimer than as contemplated by
Section 3.1) or enable or require the HighwoodhRi¢o be exercised, distributed or triggered.

ARTICLE 7
CONDUCT OF BUSINESS PENDING CONSUMMATION

7.1 Affirmative Covenants of JCN. From the datéhi§ Agreement until the earlier of the Effectivien® or the termination of this
Agreement, unless the prior written consent of Migbds shall have been obtained, and except asmieeexpressly contemplated herein or
as set forth in the capital budget for JCN as titan Section 7.1 of the JCN Disclosure Memoranddi@N shall and shall cause each of its
Subsidiaries to (a) operate its business onlyénusual, regular, and ordinary course, (b) presateet its business organization and Assets
and maintain its rights and franchises, (c) take
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no action which would (i) adversely affect the &pibf any Party to obtain any Consents requiredtie transactions contemplated hereby
without imposition of a condition or restriction thfe type referred to in the last sentences ofi@e€t1(b) or 9.1(c), or (ii) adversely affect
ability of any Party to perform its covenants agdegments under this Agreement, and (d) aggregdizieé such actions as may reasonab
necessary to prevent any violation of Law by angs& suggesting a competing Acquisition Propostiauit first obtaining the endorsement
of the JCN Board of Directors for such Acquisitiéroposal.

7.2 Negative Covenants of JCN. From the date sfAlgreement until the earlier of the Effective Tiorethe termination of this Agreement,
unless the prior written consent of Highwoods shaile been obtained, and except as otherwise eskpmstemplated herein, JCN coven:i
and agrees that it will not do or agree or commid, or permit any of its Subsidiaries to do areggor commit to do, any of the following:

(a) amend the Certificate of Incorporation, Bylawsther governing instruments of any JCN Entity; o

(b) other than as provided in Section 7.2(b) of36&l Disclosure Memorandum, incur any additionditdsbligation or other obligation for
borrowed money (other than indebtedness of a JQityEa another JCN Entity) in excess of an aggtegd $250,000 (for the JCN Entities
on a consolidated basis) except in the ordinaryseoaf the business of JCN Subsidiaries consistightpast practices, or impose, or suffer
the imposition, on any Asset of any JCN Entity 0§ &ien or permit any such Lien to exist (otherthia connection with Liens in effect as of
the date hereof that are disclosed in the JCN &ssce Memorandum); or

(c) repurchase, redeem, or otherwise acquire dramge (other than in settlement of obligations thead by the ESOT (as defined below) to
JCN as reasonably approved by Highwoods and dtlaereéxchanges in the ordinary course under emplogeefit plans), directly or
indirectly, any shares, or any securities convkgtilito any shares, of the capital stock of any EENty, or declare or pay any dividend or
make any other distribution in respect of JCN'steaptock; or

(d) except for this Agreement, or pursuant to tkereise of stock options outstanding as of the Hateof and pursuant to the terms thereof in
existence on the date hereof or as disclosed itiddet.2(d) of the JCN Disclosure Memorandum, issed, pledge, encumber, authorize the
issuance of, enter into any Contract to issue, gledige, encumber, or authorize the issuancer @therwise permit to become outstanding,
any additional shares of JCN Common Stock or ahgratapital stock of any JCN Entity, or any stopkr&ciation rights, or any option,
warrant, or other Equity Right; or

(e) except as provided in Section 7.2(e) of the I¥¢losure Memorandum, adjust, split, combinesgtassify any capital stock of any JCN
Entity or issue or authorize the issuance of ahgwsecurities in respect of or in substitutionsbares of JCN Common Stock, or sell, lease,
mortgage or otherwise dispose of or otherwise eteurfx) any shares of capital stock of any JCN Blidny (unless any such shares of stock
are sold or otherwise transferred to another JCtitytror (y) any Asset having a book value or grizsse value (with respect to any new
Lease of a JCN Property) in excess of $50,000 dttzer in the ordinary course of business for reallenand adequate consideration; or

(f) except for purchases of U.S. Treasury securitiel.S. Government agency securities, whichtlmeeicase have maturities of three yea
less, purchase any securities or make any mateviestment, either by purchase of stock of seasitcontributions to capital, Asset transf
or purchase of any Assets, in any Person otherahalnolly owned JCN Subsidiary, or otherwise aagdirect or indirect control over any
Person, other than in connection with (i) forectesun the ordinary course of business, or (ii)dreation of new wholly owned Subsidiaries
organized to conduct or continue activities otheeapermitted by this Agreement; or

(9) grant any increase in compensation or bentefitee employees or officers of any JCN Entity,eptdn accordance with past practice
disclosed in Section 7.2(g) of the JCN DisclosurmMrandum and as reasonably approved by Highwauoas equired by Law; pay any
severance or termination pay or any bonus other pliasuant to written policies or written Contracteffect on the date of this Agreement
and disclosed in

Section 7.2(g) of the JCN Disclosure Memorandurtereimto or amend any severance agreements wiiteasfof any JCN Entity; grant any
material increase in fees or other increases inpemsation or other benefits to directors of any KBty except in accordance with past
practice disclosed in Section 7.2(g) of the JCNcdsure Memorandum; or

(h) enter into or amend any employment Contrac/éen any JCN Entity and any Person (unless suchdmment is required by Law) that
the JCN Entity does not have the unconditionaltrighterminate without Liability (other than Liaky for services already rendered), at any
time on or after the Effective Time; or
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(i) except as provided in Section 7.2(i) of the JOiNclosure Memorandum, adopt any new employeefligii@n of any JCN Entity or
terminate or withdraw from, or make any materigdmde in or to, any existing employee benefit plafrsny JCN Entity other than any such
change that is required by Law or that, in the mpirof counsel, is necessary or advisable to mairtke tax qualified status of any such plan,
or make any distributions from such employee bépddins, except as required by Law, the terms ol @lans or consistent with past
practice; or

() make any significant change in any Tax or actimg methods or systems of internal accountingrots) except as may be appropriate to
conform to changes in Tax Laws or regulatory actiogrrequirements or GAAP; or

(k) commence any Litigation other than in accordawith past practice, settle any Litigation involgiany Liability of any JCN Entity for
material money damages or restrictions upon theatipas of any JCN Entity without first providingtice thereof to Highwoods and
obtaining Highwoods consent, which consent shdlbeounreasonably withheld; or

(I) make any payments or accommodations to the &yagl Stock Ownership Trust of the J.C. Nichols Camyp("ESOT") or any other
shareholder relating directly or indirectly to amfithe costs, expenses or other charges (includliegk-up fees owed to any third-party) of the
ESOT or any other shareholder related to or arisingpf directly or indirectly any of the transaxts contemplated by this Agreement witr
first obtaining Highwoods consent; or

(m) without first providing notice thereof to Higlawds and obtaining Highwoods consent, which conslesit not be unreasonably withheld
and, except in the ordinary course of businesgrento, modify, amend or terminate any materiahtact (including any loan Contract with
an unpaid balance exceeding $50,000) or waiveaselecompromise or assign any material rightsamal.

7.3 Covenants of Highwoods. From the date of tlyse@ment until the earlier of the Effective Timetloe termination of this Agreement,
unless the prior written consent of JCN shall haeen obtained, and except as otherwise expresstgroplated herein, Highwoods coveni
and agrees that it shall (a) continue to condsdbuisiness and the business of its Subsidiari@srianner designed in its reasonable judgment
to continue it to meet the requirements for quedifion as a real estate investment trust undeid®sdd56-860 of the Internal Revenue Code
and to enhance the long-term value of the Highwdbaisimon Stock and the business prospects of thewdigds Entities and to the extent
consistent therewith use all reasonable effortgéserve intact the Highwoods Entities' core bissiae and goodwill with their respective
employees and the communities they serve, (b)riakaction which would (i) materially adversely afféhe ability of any Party to obtain any
Consents required for the transactions contemplateeby without imposition of a condition or restion of the type referred to in the last
sentences of

Section 9.1(b) or 9.1(c), or (ii) materially advegsaffect the ability of any Party to perform dsvenants and agreements under this
Agreement; provided, that the foregoing shall rmet/pnt any Highwoods Entity from acquiring any Asser other businesses or from
discontinuing or disposing of any of its Assetduosiness if such action is, in the judgment of Kigbds, desirable in the conduct of the
business of Highwoods and its Subsidiaries. Highdgdarther covenants and agrees that it will naheut the prior written consent of JCN,
which consent shall not be unreasonably withhettkrad the Amended and Restated Articles of Incotfmrar Bylaws of Highwoods, in
each case, in any manner adverse to the holddEMfCommon Stock as compared to rights of holdeHighwoods Common Stock
generally as of the date of this Agreement. Highsgoshall take all action necessary under the MG@ir o the Effective Time for Sub to
enter into and consummate the transactions congtetphereunder, including the Merger.

7.4 Adverse Changes in Condition.

(a) Each Party agrees to give written notice priyrtptthe other Party upon becoming aware of theuoence or impending occurrence of
any event or circumstance relating to it or anytoSubsidiaries which (i) is reasonably likelyhave, individually or in the aggregate, a JCN
Material Adverse Effect or a Highwoods Material Adse Effect, as applicable, or

(if) would cause or constitute a material breachrof of its representations, warranties, or coveneontained herein, and to use its reasol
efforts to prevent or promptly to remedy the same.

(b) Unless JCN, based upon the advice of tax cduisseasonably satisfied that JCN shareholdarsiveng only Highwoods Common Stock
in the Merger will incur no income tax liability asresult of the Merger, the parties shall devaloputually acceptable plan that carries out as
nearly as possible the economic results provideditevithout resulting in income tax liability faCN shareholders receiving only
Highwoods Common Stock.

7.5 Reports. Each Party and its Subsidiaries §labll reports required to be filed by it with R@latory Authorities between the date of this
Agreement and the Effective Time and shall delteethe other Party copies of all such reports
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promptly after the same are filed. If financialtstaents are contained in any such reports filetl thi¢ SEC, such financial statements will
fairly present the consolidated financial positafrthe entity filing such statements as of the sladicated and the consolidated results of
operations, changes in shareholders' equity, astul ftavs for the periods then ended in accordante @AAP (subject in the case of interim
financial statements to normal recurring year-etjdsgments that are not material). As of their eztppe dates, such reports filed with the
SEC will comply in all material respects with thec8rities Laws and will not contain any untrue estag¢nt of a material fact or omit to state a
material fact required to be stated therein or ss&sy in order to make the statements thereinglim of the circumstances under which they
were made, not misleading. Any financial statementgained in any other reports to another Regnjaathority shall be prepared in
accordance with Laws applicable to such reports.

ARTICLE 8
ADDITIONAL AGREEMENTS

8.1 Registration Statement; Proxy Statement; Slaédeh Approval. As soon as reasonably practicafiér axecution of this Agreement,
Highwoods shall prepare and file the Registratitate3nent with the SEC, and shall use its reasoredfiles to cause the Registration
Statement to become effective under the 1933 Adtiake any action required to be taken under tipicgble state Blue Sky or securities
Laws in connection with the issuance of the shafésighwoods Common Stock upon consummation oMieeger. JCN shall cooperate in
the preparation and filing of the Registration &ta¢nt and shall furnish all information concerningnd the holders of its capital stock as
Highwoods may reasonably request in connection suitth action. JCN shall call the JCN Shareholdegstig, to be held as soon as
reasonably practicable after the Registration 8tat# is declared effective by the SEC, for the paepof voting upon approval of this
Agreement and such other related matters as it slep@propriate. In connection with the JCN Sharetrsiéleeting, (i) JCN shall prepare and
file with the SEC a Proxy Statement and mail suix¥? Statement to its shareholders, (ii) the Psaugteall furnish to each other all
information concerning them that they may reasgnedgjuest in connection with such Proxy Statem@i)tthe Board of Directors of JCN
shall recommend to its shareholders the approviideomatters submitted for approval (subject toBbard of Directors of JCN, after having
consulted with outside counsel, reasonably deténgiim good faith that the making of such recomnatiuh, or the failure to withdraw or
modify its recommendation, would be inconsisterthwie fiduciary duties of the members of such Ba#rDirectors to JCN's shareholders
under applicable law), and (iv) the Board of Digestand officers of JCN shall use their reasoneafitats to obtain such shareholders'
approval (subject to the Board of Directors of J@fer having consulted with outside counsel, raablty determining in good faith the
taking of such actions would be inconsistent wiith fiduciary duties of the members of such BoarBioéctors to JCN's shareholders under
applicable law). Highwoods and JCN shall make edlassary filings with respect to the Merger untlerSecurities Laws.

8.2 Exchange Listing. Highwoods shall cause tagied, prior to the Effective Time, on the NY SEbjgact to official notice of issuance, the
shares of Highwoods Common Stock to be issuedetddiders of JCN Common Stock pursuant to the Mesgel Highwoods shall give all
notices and make all filings with the NYSE requireadonnection with the transactions contemplatecim.

8.3 Applications; Antitrust Notification. Highwoodshall promptly prepare and file, and JCN shallpmyate in the preparation and, where
appropriate, filing of, applications with all Regtdry Authorities having jurisdiction over the tsattions contemplated by this Agreement
seeking the requisite Consents necessary to conaterihe transactions contemplated by this Agreenienthe extent required by the HSR
Act, each of the Parties will promptly file withehUnited States Federal Trade Commission and tlited)States Department of Justice the
notification and report form required for the traoions contemplated hereby and any supplementalditional information which may
reasonably be requested in connection therewitbuyaunt to the HSR Act and will comply in all matériespects with the requirements of the
HSR Act. The Parties shall deliver to each oth@ie®of all filings, correspondence and ordersnid faom all Regulatory Authorities in
connection with the transactions contemplated herEhe Parties agree that the consummation of taeg®t does not require any filings or
approvals under the HSR Act.

8.4 Filings with State Offices. Upon the terms anbject to the conditions of this Agreement, Sudllgxecute and file the Articles of Mer
with the Secretary of State of the State of Missand the Articles of Merger with the Departmentasessment and Taxation of the State of
Maryland in connection with the Closing.

8.5 Agreement as to Efforts to Consummate. Sulbjeitte terms and conditions of this Agreement, d2atty agrees to use, and to cause its
Subsidiaries to use, its reasonable efforts to, takeause to be taken, all actions, and to doaase to be done, all things necessary, prop
advisable under applicable Laws to consummate aleraffective, as soon as
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reasonably practicable after the date of this Aged, the transactions contemplated by this Agreénmrecluding using its reasonable efforts
to lift or rescind any Order adversely affectingability to consummate the transactions conteraglherein and to cause to be satisfied the
conditions referred to in Article 9; provided, thmthing herein shall preclude either Party frorareising its rights under this Agreement.
Each Party shall use, and shall cause each ofifisidiaries to use, its reasonable efforts to akalliConsents necessary or desirable for the
consummation of the transactions contemplated isyAhreement.

8.6 Investigation and Confidentiality.

(a) Prior to the Effective Time, each Party shektj the other Party advised of all material devalemts relevant to its business and to
consummation of the Merger and shall permit theoBarty to make or cause to be made such invéstigaf the business and properties of
it and its Subsidiaries and of their respectivaficial and legal conditions as the other Partyoreasly requests, provided that such
investigation shall be reasonably related to thegactions contemplated hereby and shall not arerfnnecessarily with normal operations.
No investigation by a Party shall affect the repregations and warranties of the other P¢

(b) In addition to the Parties' respective obligasi under the Confidentiality Agreement, whicheasdby reaffirmed and adopted, and
incorporated by reference herein, each Party <hadl,shall cause its advisers and agents to, nraihia confidentiality of all confidential
information furnished to it by the other Party cemdng its and its Subsidiaries' businesses, apestand financial positions and shall not
use such information for any purpose except irhndnce of the transactions contemplated by thieément. If this Agreement is termina
prior to the Effective Time, each Party shall pralynpeturn or certify the destruction of all docunte and copies thereof, and all work papers
containing confidential information received frohetother Party.

(c) Each Party agrees to give the other Party eaticsoon as practicable after any determinatiahdfyany fact or occurrence relating to the
other Party which it has discovered through thesmof its investigation and which representssaeasonably likely to represent, either a
material breach of any representation, warrantyeoant or agreement of the other Party or whichhlaasor is reasonably likely to have a
JCN Material Adverse Effect or a Highwoods MateAdlerse Effect, as applicable. Each party herelpyasents and warrants that it knows
of no such fact or occurrence as of the date sfAlgireement.

8.7 Press Releases. Prior to the Effective Tim#| d@d Highwoods shall consult with each other afi¢oform and substance of any press
release or other public disclosure materially etlab this Agreement or any other transaction coptated hereby; provided, that nothing in
this Section 8.7 shall be deemed to prohibit amyyFeom making any disclosure which its counsetimie necessary or advisable in order to
satisfy such Party's disclosure obligations impdsetdaw.

8.8 Certain Actions.

(a) Except with respect to this Agreement and thesactions contemplated hereby, no JCN Entityangrofficer or director thereof nor any
Representatives thereof retained by any JCN Esitial directly or indirectly solicit any AcquisitioProposal by any Person. Except to the
extent the Board of Directors of JCN, after haviogsulted with and considered the advice of outstiasel, reasonably determines in good
faith that the failure to take such actions woudstitute a breach of fiduciary duties of the meratwd such Board of Directors to JCN's
shareholders under applicable law, no JCN Entitgror officer or director or Representative thergwdll furnish any non-public information
that it is not legally obligated to furnish, negaé with respect to, or enter into any Contrachwéspect to, any Acquisition Proposal. JCN
may communicate information about such an Acquisifroposal to its shareholders if and to the éxtext it is required to do so in order to
comply with its legal obligations as advised bysidg counsel. JCN shall promptly advise Highwoadleving the receipt of any Acquisitic
Proposal or any inquiry concerning a possible Asitjon Proposal and the details thereof, and addighwoods of any developments with
respect to such Acquisition Proposal or inquiryrppdly upon the occurrence thereof. JCN shall (iniediately cease and cause to be
terminated any existing activities, discussions@gotiations with any Persons conducted heretafitterespect to any of the foregoing, and
(i) use its reasonable efforts to cause all offtliates and Representatives not to engage indadrthe foregoing. JCN also agrees to take
reasonable efforts to prevent any employee of &ty Bntity from committing any of the foregoing acts

(b) During the period from the date of this Agreatiirough the Effective Time (or earlier termiatihereof), none of the JCN Entities sl
terminate, amend, modify or waive any provisiormony confidentiality or standstill agreement to whicis a party. During such period, the
JCN Entities shall enforce, to the fullest exteatrpitted under
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applicable law, the provisions of any such agredmecluding, but not limited to, by obtaining imjations to prevent any breaches of any
such agreements and to enforce specifically teg@nd provisions thereof in any court having fligson.

8.9 Tax Treatment. Each of the Parties undertakésgrees to use its reasonable efforts to caesiléinger, and to take no action which
would cause the Merger not, to qualify for or dsemrganization” within the meaning of

Section 368(a) of the Internal Revenue Code foerf@ldncome tax purposes, including obtaining tettg other written instruments
evidencing investment intent from the requisite bemof JCN Shareholders.

8.10 State Takeover Laws. Each JCN Entity sha#t tlknecessary steps to exempt the transactiarteroplated by this Agreement from, or
if necessary to challenge the validity or applitighof, any applicable Takeover Law, including 8en 351.459 of the GBCL.

8.11 Charter Provisions. Each JCN Entity shall @keecessary action to ensure that the entenitegaf this Agreement and the
consummation of the Merger and the other transastiontemplated hereby do not and will not resuthée grant of any rights to any Person
under the Certificate of Incorporation, Bylaws t¢her governing instruments of any JCN Entity otniesor impair the ability of Highwoods
or any of its Subsidiaries to vote, or otherwisexercise the rights of a shareholder with resfiecthares of any JCN Entity that may be
directly or indirectly acquired or controlled byeth.

8.12 Agreement of Affiliates. JCN has disclose@attion 8.12 of the JCN Disclosure Memorandum eids@ns it reasonably believes are an
"affiliate” of JCN for purposes of Rule 145 undiee 11933 Act. JCN shall use its reasonable effortatise each such Person to deliver to
Highwoods not later than 30 days prior to the BffecTime, a written agreement providing that siehson will not sell, pledge, transfer, or
otherwise dispose of the shares of Highwoods Com&took to be received by such Person upon consuiommeaftthe Merger except in
compliance with applicable provisions of the 1938 And the rules and regulations thereunder. Higlugshall not be required to maintain
the effectiveness of the Registration Statemeneutite 1933 Act for the purposes of resale of Higbds Common Stock by such affiliates
who do not enter into such written agreements.

8.13 Employee Benefits and Contracts. FollowingEffective Time, Highwoods shall provide generatyofficers and employees of the Ji
Entities employee benefits under employee benefitwelfare plans (other than stock option or ofiians involving the potential issuance of
Highwoods Common Stock), on terms and conditionglwivhen taken as a whole are substantially sindlahose currently provided by the
Highwoods Entities to their similarly situated a#rs and employees. For purposes of participatiesting and (except in the case of
Highwoods retirement plans) benefit accrual undighivoods' employee benefit plans, the service efetmployees of the JCN Entities prior
to the Effective Time shall be treated as serviith & Highwoods Entity participating in such empeybenefit plans. Highwoods also shall
cause the Surviving Corporation and its Subsidsaigenonor in accordance with their terms all empient, severance, consulting and other
compensation Contracts disclosed in Section 8.21BeofCN Disclosure Memorandum to Highwoods betvwaasnJCN Entity and any current
or former director, officer, or employee thereofdaall provisions for vested benefits or other gdsimounts earned or accrued through the
Effective Time under the JCN Benefit Plans.

8.14 Indemnification.

(a) For a period of six years after the Effectiven&, Highwoods shall, and shall cause the Survi@ogporation to, indemnify, defend and
hold harmless the present and former director&ef, employees and agents of the JCN Entitiesh(esn "Indemnified Party") against all
Liabilities arising out of actions or omissionssang out of the Indemnified Party's service or s®wy as directors, officers, employees or
agents of any JCN Entity or, at any JCN Entitytpuesst, of another corporation, partnership, joariture, trust or other enterprise occurrin
or prior to the Effective Time (including the trasions contemplated by this Agreement) to theefitlextent permitted under Missouri Law
and by the Certificate of Incorporation and Bylaav&l any other organizational instruments of thdiegiple JCN Entity as in effect on the
date hereof, including provisions relating to ademof expenses incurred in the defense of angdtitn and whether or not any Highwoods
Entity is insured against any such matter. WitHmoiting the foregoing, in any case in which appably the Surviving Corporation is
required to effectuate any indemnification, thev8iang Corporation shall direct, at the electiontloé Indemnified Party, that the
determination of any such approval shall be madmtbgpendent counsel mutually agreed upon betwégimwdods and the Indemnified
Party.

(b) Highwoods shall, or shall cause the Survivirggration to, use its reasonable efforts (and 3Gl cooperate prior to the Effective
Time in these efforts) to maintain in effect foperiod of three years after the Effective
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Time JCN's existing directors' and officers' lighilnsurance policy (provided that Highwoods mapstitute therefor (i) policies of at least
the same coverage and amounts containing termeattitions which are substantially no less advastag or (ii) with the consent of JCN
given prior to the Effective Time, any other poliayith respect to claims arising from facts or ei¢amhich occurred prior to the Effective
Time and covering persons who are currently covbsesuch insurance; provided, that neither Highveoaaor the Surviving Corporation sh
be obligated to make aggregate premium paymentsufdr three-year period in respect of such policycéverage replacing such policy)
which exceed, for the portion related to JCN'saoes and officers, 200% of the annual premium paytsion JCN's current policy in effect
as of the date of this Agreement (the "Maximum Amtu If the amount of the premiums necessary tinta@ or procure such insurance
coverage exceeds the Maximum Amount, Highwoodd skalits reasonable efforts to maintain the mdsaatageous policies of directors'
and officers' liability insurance obtainable fopremium equal to the Maximum Amount.

(c) Any Indemnified Party wishing to claim indemindtion under paragraph (a) of this Section 8. pnuearning of any such Liability or
Litigation, shall promptly notify Highwoods theredh the event of any such Litigation (whether imgsbefore or after the Effective Time),
Highwoods or the Surviving Corporation shall have tight (but only subsequent to the Effective Tjitmeassume the defense thereof and
neither Highwoods nor the Surviving Corporationlksba liable to such Indemnified Parties for angdkexpenses of other counsel or any
other expenses subsequently incurred by such InfiechParties in connection with the defense therexcept that if Highwoods or the
Surviving Corporation elects not to assume suchrdsf or counsel for the Indemnified Parties adwisatsthere are substantive issues which
raise conflicts of interest between Highwoods e Surviving Corporation and the Indemnified Parttee Indemnified Parties may retain
counsel satisfactory to them, and Highwoods oiStheriving Corporation shall pay all reasonable faed expenses of such counsel for the
Indemnified Parties promptly as statements theraferreceived; provided, that Highwoods and thei8img Corporation shall be obligated
pursuant to this paragraph (c) to pay for only faime of counsel for all Indemnified Parties in ajoyisdiction,

(i) the Indemnified Parties will cooperate in tthefense of any such Litigation, and (iii) neithéghivoods nor the Surviving Corporation
shall be liable for any settlement effected withibsiprior written consent, which consent shall betunreasonably withheld; and provided
further that neither Highwoods nor the Surviving@wration shall have any obligation hereunder tp lademnified Party when and if a co
of competent jurisdiction shall determine, and sdetermination shall have become final, that tlieemnification of such Indemnified Party
in the manner contemplated hereby is prohibitedgplicable Law.

(d) If Highwoods or the Surviving Corporation oryasuccessors or assigns shall consolidate withesgeninto any other Person and shall not
be the continuing or surviving Person of such cbidation or merger or shall transfer all or substlly all of its assets to any Person, then
and in each case, proper provision shall be madeatdhe successors and assigns of Highwoodedsuhviving Corporation shall assume
the obligations set forth in this Section 8.14.

(e) The provisions of this Section 8.14 are intehtdebe for the benefit of and shall be enforcebllesach Indemnified Party and their
respective heirs and representatives.

8.15 Tenant Estoppels. JCN shall endeavor to us®nmable commercial efforts to obtain prior toHfiective Date, tenant estoppel
certificates for the 100 largest Leases (basedassgental payments) with respect to the JCN Ptiegen form reasonably acceptable to
Highwoods.

8.16 Maintenance of Organizational Structure. Highds acknowledges that its present operating stienables a level of operational
flexibility that facilitates the growth of Highwosdand its business. Highwoods shall not alterutsent operating structure in any material
respect, except to the extent the Board of DirsatdHighwoods determines in good faith that sutération is in the best interests of the
shareholders of Highwoods.

8.17 Maintenance of Plaza Redevelopment Plan. Higlhls acknowledges the economic and social signiéeaf the Country Club Plaza
district (the "Plaza") to Kansas City, Missouri awrounding communities, and further acknowledgesmportance of the development and
redevelopment of the Plaza by the JCN EntitiesnFaod after the Effective Time, Highwoods shalltare to pursue each portion of the
Plaza redevelopment plan unless the economicsyo$iagle portion of the redevelopment plan, or demin circumstances beyond the
reasonable control of Highwoods, causes the Boldrectors of Highwoods to determine in good fatlffter consideration of available
alternatives, that such redevelopment plan or @ottiereof is contrary to the best interests ofstereholders of Highwoods.

8.18 Maintenance of Charitable Contributions. Fieomd after the Effective Time, Highwoods shall makeaual charitable contributions and
provide community support in the geographic araasghich the business of JCN is currently
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operated, at levels substantially comparable @reater than the levels of charitable contributiand community support provided by JCN
Entities within such areas during calendar yea61®®d the period from January 1, 1997 through #te df this Agreement.

8.19 Maintenance of Merchant Support. From and #fe Effective Time, Highwoods shall provide anirfirsancial assistance and market
support to merchants' associations relating togntas currently owned or operated by any JCN #nait levels substantially comparable t
greater than the levels of such support provided@\ Entities during calendar year 1996 and thegdrom January 1, 1997 through the
date of this Agreement.

8.20 Member of Board of Directors. Highwoods shaalboint to its Board of Directors an individual @wvould qualify as an independent
director under Highwoods' Articles of Incorporatiand bylaws) designated by JCN's Board of Directabsch designee shall be reasonably
acceptable to the Highwoods Board of Directorsetwe until the next annual shareholders meetinghath time the Highwoods Board of
Directors will nominate and recommend such desidgoea three-year term on Highwoods Board of Divest

ARTICLE 9
CONDITIONS PRECEDENT TO OBLIGATIONS TO CONSUMMATE

9.1 Conditions to Obligations of Each Party. Thepestive obligations of each Party to perform &gseement and consummate the Merger
and the other transactions contemplated herebguinject to the satisfaction of the following coratis, unless waived by both Parties
pursuant to Section 11.6:

(a) Shareholder Approval. The shareholders of J&al save approved this Agreement, and the consuimmaf the transactions
contemplated hereby, including the Merger, as artié extent required by Law, by the provisionsim§ governing instruments, or by the
rules of the NASD, if applicable.

(b) Regulatory Approvals. All Consents of, filingad registrations with, and notifications to, afidRlatory Authorities required for
consummation of the Merger shall have been obtaimedade and shall be in full force and effect athdvaiting periods required by Law
shall have expired.

(c) Third Party Consents and Approvals. Each Parall have obtained any and all Consents requoreddnsummation of the Merger (other
than those referred to in Section 9.1(b)), whickoa¥CN, the parties agree shall include only tiosesents set forth in Section 9.1 of the .
Disclosure Memorandum. In the event such thirdypdoes not make such payment within ten days ofashehtherefor by Highwoods, the
payment shall be an obligation of JCN and shajpdid by JCN within two business days of notice@N.Jby Highwoods. In addition to the
Consents set forth in

Section 9.1 to the JCN Disclosure Memorandum, ¢écetitent required by the applicable contract, namgg document or other instrument,
JCN shall use commercially reasonable efforts taiakthe consent of (i) any lender to JCN andg(iiy other party reasonably identified by
Highwoods. No Consent so obtained which is necggeasonsummate the transactions contemplated el be conditioned or restricted
in a manner which in the reasonable judgment oBibard of Directors of Highwoods would so mateyiativersely impact the economic or
business benefits of the transactions contemplatetis Agreement that, had such condition or neuent been known, such Party would
not, in its reasonable judgment, have enteredtisoAgreement.

(d) Legal Proceedings. No court or governmentakgulatory authority of competent jurisdiction dhedve enacted, issued, promulgated,
enforced or entered any Law or Order (whether teamyopreliminary or permanent) or taken any otietion which prohibits, restricts or
makes illegal consummation of the transactionseraptated by this Agreement.

(e) Registration Statement. The Registration Statershall be effective under the 1933 Act, no siafers suspending the effectiveness of
Registration Statement shall have been issuedgtiamasuit, proceeding or investigation by the SBEGuspend the effectiveness thereof shall
have been initiated and be continuing, and all s&ae approvals under state securities Laws at988 Act or the 1934 Act relating to the
issuance or trading of the shares of Highwoods Com8tock issuable pursuant to the Merger shall baen received.

(f) Exchange Listing. The shares of Highwoods ComrBtock issuable pursuant to the Merger shall taes approved for listing on the
NYSE, subject to official notice of issuan
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9.2 Conditions to Obligations of Highwoods. Theigations of Highwoods to perform this Agreement andsummate the Merger and the
other transactions contemplated hereby are sutgjebt satisfaction of the following conditions less waived by Highwoods pursuant to
Section 11.6(a):

(a) Representations and Warranties. For purpostgsobection 9.2(a), the accuracy of the repredgimms and warranties of JCN set forth in
this Agreement shall be assessed as of the d#tesoigreement and as of the Effective Time with ame effect as though all such
representations and warranties had been made oasawithe Effective Time (provided that represtotes and warranties which are confit
to a specified date shall speak only as of suok)d@ihe representations and warranties set for8eution 5.3 shall be true and correct (except
for inaccuracies which are de minimus in amountie Tepresentations and warranties set forth in@exb.18, 5.19, and 5.20 shall be true
and correct in all material respects. No represiemtar warranty of JCN set forth in this Agreemshall be deemed untrue or incorrect, and
no JCN Entity shall be deemed to have breachefrasentation or warranty, as a consequence ofiberce of any fact, circumstance or
event unless such fact, circumstance or evenyiohahlly or taken together with other facts, cir@tances or events inconsistent with any
other representation or warranty has had, or ieeg to have, a JCN Material Adverse Effect; piedithat, for purposes of this sentence
only, those representations and warranties whielyaalified by references to "material” or "MatéAalverse Effect" or to the "Knowledge"
of any Person shall be deemed not to include sualifizations.

(b) Performance of Agreements and Covenants. Batlalhof the agreements and covenants of JCN feblermed and complied with
pursuant to this Agreement and the other agreencentemplated hereby prior to the Effective Timealshave been duly performed and
complied with in all material respects, as of tlife&ive Time.

(c) Certificates. JCN shall have delivered to Higlegs (i) a certificate, dated as of the Effectived and signed on its behalf by its chief
executive officer and its chief financial officéo, the effect that the conditions set forth in 88t0.1 as relates to JCN and in Section 9.2(a)
and 9.2(b) have been satisfied, and (ii) certifiedies of resolutions duly adopted by JCN's Boddicectors and shareholders evidencing
the taking of all corporate action necessary thenize the execution, delivery and performancensf Agreement, and the consummation of
the transactions contemplated hereby, all in seakanable detail as Highwoods and its counsel sillest.

(d) Opinion of Counsel. Highwoods shall have reedian opinion of Blackwell Sanders Matheny Weark@nbardi L.L.P., counsel to JCN,
dated as of the Closing, in form reasonably satisfs to Highwoods, as to the matters set fortBxhibit 1.

(e) Accountant's Letters. Highwoods shall have ivecefrom KPMG Peat Marwick LLP letters dated nainmthan five days prior to (i) the
date of the Proxy Statement and (ii) the Effecliime, with respect to certain financial informati@garding JCN, in form and substance
reasonably satisfactory to Highwoods, which letsrall be based upon customary specified procedungsrtaken by such firm in accorda
with Statement of Auditing Standard Nos. 72 and 75.

(f) Rights Agreement. Neither this Agreement ang agreements related hereto nor consummation d¥lifrger shall have caused or shall
cause any of the JCN Rights to become non-redeensaladxercisable for capital stock of HighwoodgGN.

(9) Shareholders' Equity. JCN's shareholders' gauitof the Closing shall not be less than JCNisettolders' equity as of March 31, 1997,
excluding for purposes of the calculation of sulcareholders’ equity the effects of (i) all costed and charges, including fees and charges o
JCN's accountants, counsel and financial advisdisther or not accrued or paid, that are relatédedransactions contemplated by this
Agreement and (ii) any reductions in JCN's shadrs! equity resulting from any actions or chariggmlicies of JCN taken at the reques
Highwoods.

9.3 Conditions to Obligations of JCN. The obligagaf JCN to perform this Agreement and consumitiedvierger and the other
transactions contemplated hereby are subject tedtigfaction of the following conditions, unlesaived by JCN pursuant to Section 11.6(b):

(a) Representations and Warranties. For purpostssofection 9.3(a), the accuracy of the reprediemis and warranties of Highwoods set
forth in this Agreement shall be assessed as addbe of this Agreement and as of the Effectivedimith the same effect as though all such
representations and warranties had been made oasawithe Effective Time (provided that represgote and warranties which are confit
to a specified date shall speak only as of suak)d@he representations and warranties of Highwseti$orth in Section 6.15 shall be true
correct in all material respects. No representatiowarranty of Highwoods set forth in this Agrearhshall be deemed untrue or incorrect,
and no Highwoods Entity shall be deemed to havadired a representation or warranty, as a conseguenc
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of the existence of any fact, circumstance or euaigss such fact, circumstance or event, indivigua taken together with all other facts,
circumstances or events inconsistent with any atygresentation or warranty has had, or is expdotédve, a Highwoods Material Adverse
Effect; provided that, for purposes of this senéeanly, those representations and warranties wdrielgualified by references to "material” or
"Material Adverse Effect" or to the "Knowledge" afiy Person shall be deemed not to include suclifigatibns.

(b) Performance of Agreements and Covenants. Batlakhof the agreements and covenants of Highwtode performed and complied
with pursuant to this Agreement and the other ageses contemplated hereby prior to the Effectivedshall have been duly performed and
complied with in all material respects.

(c) Certificates. Highwoods shall have delivered@N (i) a certificate, dated as of the Effectiven@ and signed on its behalf by its chief
executive officer and its chief financial officéo, the effect that the conditions set forth in 88t8.1 as relates to Highwoods and in
Section 9.3(a) and 9.3(b) have been satisfied(ignzkrtified copies of resolutions duly adoptedHighwoods' Board of Directors and Sub's
Board of Directors and sole shareholder evidenttiegaking of all corporate action necessary thenize the execution, delivery and
performance of this Agreement, and the consummatidhe transactions contemplated hereby, all ahgeasonable detail as JCN and its
counsel shall request.

(d) Opinion of Counsel. JCN shall have receiveapinion of (i) Alston & Bird LLP, counsel to Highveals, dated as of the Effective Time
form reasonably acceptable to JCN, as to the nsagtdrforth in Exhibit 2 and

(i) a tax opinion of Blackwell Sanders Matheny We& Lombardi, L.L.P., to the effect that the Mergeill constitute a reorganization
within the meaning of Section 368(a) of the IntéfRavenue Code and that JCN shareholders receiritygHighwoods Common Stock will
incur no income tax liability.

(e) Fairness Opinion. JCN shall not have receiv@ta from Morgan Stanley, Dean Witter, DiscoveC&. prior to the date of the Proxy
Statement, indicating withdrawal of its prior ominithat the consideration to be received by JCNe$tmdders in connection with the Merger
is fair, from a financial point of view, to suchasiholders and shall have received an update tosuinion immediately prior to the
shareholder meeting at which approval of this Agreet will be considered.

(f) Exchange Agent Certification. The Exchange Ag#rall have delivered to JCN a certificate, dateaf the Effective Time, to the effect
that the Exchange Agent has received from Highweagsopriate instructions and authorization forExehange Agent to issue a sufficient
number of shares of Highwoods Common Stock in exgldor outstanding shares of JCN Common StocklzatcHighwoods has deposited
with the Exchange Agent sufficient funds to pagasonable estimate of the cash payments necessagke all fractional share payments as
required by Section 3.6.

ARTICLE 10
TERMINATION

10.1 Termination. Notwithstanding any other prasisof this Agreement, and notwithstanding the apalrof this Agreement by the
shareholders of JCN, this Agreement may be terméhand the Merger abandoned at any time prioradftfective Time:

(a) By mutual consent of Highwoods and JCN; or

(b) By either Party (provided that the terminatParty is not then in material breach of any repreg®n, warranty, covenant, or other
agreement contained in this Agreement) in the estatmaterial breach by the other Party of anyasgntation or warranty contained in this
Agreement which cannot be or has not been curddm@0 days after the giving of written notice bhe toreaching Party of such breach and
which breach is reasonably likely, in the opinidritee non-breaching Party, to have, individuallyirothe aggregate, a JCN Material Adverse
Effect or a Highwoods Material Adverse Effect, @plicable, on the breaching Party; or

(c) By either Party (provided that the terminatiarty is not then in material breach of any repregteon, warranty, covenant, or other
agreement contained in this Agreement) in the ewatmaterial breach by the other Party of anyeoawnt or agreement contained in this
Agreement which cannot be or has not been curddm@0 days after the giving of written notice be toreaching Party of such breach; or

(d) By either Party (provided that the terminatiParty is not then in material breach of any repreg®n, warranty, covenant, or other
agreement contained in this Agreement) in the efieaty Consent of any Regulatory
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Authority required for consummation of the Mergadahe other transactions contemplated hereby Bha# been denied by final
nonappealable action of such authority or if anyoactaken by such authority is not appealed withimtime limit for appeal, or (ii) the
shareholders of JCN fail to vote their approvathef matters relating to this Agreement and thestaations contemplated hereby at the JCN
Shareholders Meeting where such matters were pegbemsuch shareholders for approval and voted;umo

(e) By either Party in the event that the Mergellsiot have been consummated by June 30, 194& filure to consummate the
transactions contemplated hereby on or before dathis not caused by any breach of this Agreeimettie Party electing to terminate
pursuant to this Section 10.1(e); or

(f) By Highwoods or JCN, in the event that the Bbaf Directors of JCN shall have failed to recomahémits shareholders the approval of
the Merger and the transactions contemplated lsyAbreement (to the exclusion of any other AcquisiProposal), or shall have resolved
not to recommend to its shareholders the apprdvileoMerger, or shall have affirmed, recommendeduthorized entering into any other
Acquisition Proposal or other transaction involvegnerger, share exchange, consolidation or trangfubstantially all of the Assets of
JCN, or shall fail to call and hold a JCN SharekaddMeeting for purposes of voting on the apprafahe Merger and the transaction
contemplated hereby.

10.2 Effect of Termination. In the event of therération and abandonment of this Agreement pursiga8ection 10.1, this Agreement shall
become void and have no effect, except that (iptiogisions of this Section 10.2 and Article 11 &wettion 8.6(b) shall survive any such
termination and abandonment, and (ii) a termingpiorsuant to Sections 10.1(b) or 10.1(c) shallreli¢ve the breaching Party from Liability
for an uncured willful breach of a representatiwarranty, covenant, or agreement giving rise tdhgacmination.

10.3 NonSurvival of Representations and Covenants. Theentisie representations, warranties, obligationgenants, and agreements of
Parties shall not survive the Effective Time exdb Section 10.3 and Articles 1, 2, 3, 4 and id Sections 8.13 and 8.14.

ARTICLE 11
MISCELLANEOUS

11.1 Definitions.

(a) Except as otherwise provided herein, the ciggthterms set forth below shall have the follogvineanings:
"1933 Act" shall mean the Securities Act of 1938amended.

"1934 Act" shall mean the Securities Exchange Adi934, as amended.

"Acquisition Proposal" with respect to a Party $hatan any tender offer or exchange offer or ampgpsal for a merger, acquisition of all of
the stock or assets of, or other business combimativolving the acquisition of such Party or ariyte Subsidiaries or the acquisition of a
substantial equity interest in, or a substantiatipo of the assets of, such Party or any of iteskliaries.

"Affiliate” of a Person shall mean: (i) any othesrBon directly, or indirectly through one or maneermediaries, controlling, controlled by or
under common control with such Person; (ii) anycetf, director, partner, employer, or direct oriiadt beneficial owner of any 10% or
greater equity or voting interest of such Person.

"Agreement” shall mean this Agreement and Plan efddr, including the Exhibits delivered pursuarebeand incorporated herein by
reference.

"Articles of Merger" shall mean, collectively, theticles of Merger to be executed by JCN and Subfded with the Secretary of State of 1
State of Missouri relating to the Merger as contiattegl by Section 1.1, and the Articles of Mergeb¢oexecuted by JCN and Sub and filed
with the Department of Assessments and TaxatigdheoState of Maryland relating to the Merger astemplated by Section 1.1.

"Assets" of a Person shall mean all of the aspetperties, businesses and rights of such Perseweny kind, nature, character and
description, whether real, personal or mixed, thlegor intangible, accrued or contingent, or othisewelating to or utilized in such Person's
business, directly or indirectly, in whole or infpavhether or not carried on the books and recofdsich Person, and whether or not owned
in the name of such Person or any Affiliate of skelson and wherever located.
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"Cash Amount" shall have the meaning set forthent®n 3.2.
"Closing Date" shall mean the date on which thesi@ig occurs.
"Confidentiality Agreement” shall mean that cert@onfidentiality Agreement, dated November 24, 198tween JCN and Highwoods.

"Consent" shall mean any consent, approval, auwhton, clearance, exemption, waiver, or simildiragation required from any Person
pursuant to any Contract, Law, Order, or Permit.

"Contract" shall mean any written or oral agreemamangement, authorization, commitment, contiadgnture, instrument, lease,
obligation, plan, practice, restriction, undersiagdor undertaking of any kind or character, drestdocument to which any Person is a party
or that is binding on any Person or its capitatit@\ssets or business.

"Default” shall mean (i) any breach or violation défault under, contravention of, or conflict widny Contract, Law, Order, or Permit, (ii)
any occurrence of any event that with the passégme or the giving of notice or both would comsté a breach or violation of, default
under, contravention of, or conflict with, any Ceaut, Law, Order, or Permit, or

(iii) any occurrence of any event that with or waittt the passage of time or the giving of notice Maive rise to a right of any Person to
exercise any remedy or obtain any relief undemiteate or revoke, suspend, cancel, or modify ongkahe current terms of, or renegotiate,
or to accelerate the maturity or performance ofpdncrease or impose any Liability under, any @act, Law, Order, or Permit.

"Dissenting Shares" shall mean those shares of@@imon Stock as to which the holders thereof ¢teekercise their dissenter's rights in
accordance with and as contemplated by Sectior35Xf the GBCL and as provided for in Sectiont8geof.

"Environmental Laws" shall mean all Laws relatingobllution or protection of human health and theieonment (including ambient air,
surface water, ground water, land surface, or gtéxsel strata) and which are administered, integphetr enforced by the United States
Environmental Protection Agency or state and laggncies with jurisdiction over, and including psbéd court decisions interpreting the
foregoing pollution or protection of the environmiencluding the Comprehensive Environmental Respddompensation and Liability Act,
as amended, 42 U.S.C. 9601 et seq. ("CERCLA")Rtbsource Conservation and Recovery Act, as amed@dd,S.C. 6901 et seq.
("RCRA"), and other Laws relating to emissionscterges, releases, or threatened releases of aayddais Material, or otherwise relating
to the manufacture, processing, distribution, treatment, storage, disposal, transport, or hagdifrany Hazardous Material.

"Equity Rights" shall mean all arrangements, caltsnmitments, Contracts, options, rights to subsctd, scrip, understandings, warrants, or
other binding obligations of any character whatsoe®lating to, or securities or rights convertiisl®® or exchangeable for, shares of the
capital stock of a Person or by which a Persom may be bound to issue additional shares of p#talastock or other Equity Rights.

"ERISA" shall mean the Employee Retirement Incoraeusity Act of 1974, as amended.

"Exhibits" 1 through 2, inclusive, shall mean thehbbits so marked, copies of which are attachettiioAgreement. Such Exhibits are hereby
incorporated by reference herein and made a pegbheand may be referred to in this Agreementamgother related instrument or
document without being attached hereto.

"GAAP" shall mean generally accepted accountinggipies, consistently applied during the periodsined.
"GBCL" shall mean the General and Business Corjmrataw of Missouri.

"Hazardous Material" shall mean (i) any hazardausstance, hazardous material, hazardous wastdategsubstance, or toxic substance (as
those terms are defined by any applicable Envireriatd.aws) and (ii) any chemicals, pollutants, esninants, petroleum, petroleum
products, or oil (and specifically shall includédastos requiring abatement, removal, or encapsulatirsuant to any Environmental Law and
any polychlorinated biphenyls).

"Highwoods Capital Stock" shall mean, collectivelye Highwoods Common Stock, the Highwoods Prefe8®ck and any other class or
series of capital stock of Highwoods.

"Highwoods Common Stock" shall mean the $.01 parevraommon stock of Highwoods.

"Highwoods Disclosure Memorandum" shall mean thitt@mr information entitled "Highwoods Properties¢| Disclosure Memorandum”
delivered prior to the date of this Agreement ttNX{&scribing in reasonable detail the matters ¢oaththerein and, with respect to each
disclosure made therein, specifically referenciagheSection of this Agreement
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under which such disclosure is being made. Infoionatdisclosed with respect to one Section shallbeotieemed to be disclosed for purposes
of any other
Section not specifically referenced with respeetdio.

"Highwoods Entities" shall mean, collectively, Higbods and all Highwoods Subsidiaries.

"Highwoods Financial Statements" shall mean (i)abesolidated balance sheets (including relatedsnand schedules, if any) of Highwoods
as of September 30, 1997, and as of December 386, died 1995, and the related statements of opesatihanges in shareholders' equity,
and cash flows (including related notes and sclesglifl any) for the nine months ended Septembet 397, and for each of the three fiscal
years ended December 31, 1996, 1995 and 1994eddifi Highwoods in SEC Documents, and (ii) thesadidated balance sheets
Highwoods (including related notes and schedules)y) and related statements of operations, ctaimgghareholders' equity, and cash flows
(including related notes and schedules, if anyiuied in SEC Documents filed with respect to pesiedded subsequent to September 30,
1997.

"Highwoods Material Adverse Effect" shall mean aem, change or occurrence which, individuallyaether with any other event, change
or occurrence, has a material adverse impact dghgifinancial position, business, or results céragions of Highwoods and its Subsidiaries,
taken as a whole, or (ii) the ability of Highwoddsperform its obligations under this Agreementmconsummate the Merger or the other
transactions contemplated by this Agreement.

"Highwoods Preferred Stock" shall mean, colleciyéhe 8 5/8% Series A Cumulative Redeemable Pede8hares of which 125,000 shares
are outstanding and the 8% Series B Cumulative &mrdble Preferred Shares of which 6,900,000 shaeesusstanding, of Highwoods.

"Highwoods Rights Agreement” shall mean that car&areholders Rights Agreement, dated Octobe®%¥,Ibetween Highwoods and First
Union National Bank, as Rights Agent.

"Highwoods Rights" shall mean the preferred stagkcpase rights issued pursuant to the HighwoodktRi§greement.

"Highwoods Stock Plans" shall mean the existinglstaption and other stock-based compensation mihhisghwoods designated as follows:
the Amended and Restated 1994 Stock Option PlarDividend Reinvestment Plan and the 1997 Empl@&teek Purchase Plan.

"Highwoods Subsidiaries" shall mean the SubsidsaoieHighwoods, which shall include Highwoods/Fainslimited Partnership and the
other Highwoods Subsidiaries described in Sectidraid any corporation or other organization agguas a Subsidiary of Highwoods in the
future and held as a Subsidiary by Highwoods atttective Time.

"HSR Act" shall mean Section 7A of the Clayton Aat,added by Title Il of the Hart-Scott-Rodino Amtst Improvements Act of 1976, as
amended, and the rules and regulations promulgagzdunder.

"Intellectual Property" shall mean copyrights, pae trademarks, service marks, service names trathes, applications therefor, technol
rights and licenses, computer software (including source or object codes therefor or documentaétating thereto), trade secrets,
franchises, know-how, inventions, and other inttllal property rights.

"Internal Revenue Code" shall mean the InternaléRee Code of 1986, as amended, and the rules guldtiens promulgated thereunder.
"JCN Common Stock" shall mean the $.01 par valueraon stock of JCN.

"JCN Disclosure Memorandum" shall mean the writtdarmation entitled"J.C. Nichols Company DisclostMemorandum" delivered prior
to the date of this Agreement to Highwoods deseglin reasonable detail the matters contained itharel, with respect to each disclosure
made therein, specifically referencing each Seatiathis Agreement under which such disclosureeisdp made. Information disclosed with
respect to one Section shall not be deemed todotoded for purposes of any other Section not &palty referenced with respect thereto.

"JCN Entities" shall mean, collectively, JCN andJ&N Subsidiaries.

"JCN Financial Statements" shall mean (i) the cbdated balance sheets (including related notessahddules, if any) of JCN as of
September 30, 1997, and as of December 31, 199639%] and the related statements of income, clsaingghareholders' equity, and cash
flows (including related notes and schedules, yf)dar the nine months ended September 30, 1997 fareach of the three fiscal years en
December 31, 1996, 1995, and 1994, as filed by ilCREC Documents, and (ii) the consolidated balameets of JCN (including related
notes and schedules, if any) and related
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statements of operations, changes in sharehokpigy, and cash flows (including related notes seftedules, if any) included in SEC
Documents filed with respect to periods ended syieset to September 30, 1997.

"JCN Material Adverse Effect”" shall mean an evehgnge or occurrence which, individually or togetivégh any other event, change or
occurrence, has a material adverse impact ondifitiancial position, business, or results of opens of JCN and its Subsidiaries, taken as a
whole, or (i) the ability of JCN to perform its lidmtions under this Agreement or to consummateMeeger or the other transactions
contemplated by this Agreement.

"JCN Rights" shall mean the common stock purchages issued pursuant to the JCN Rights Agreement.

"JCN Rights Agreement" shall mean that certain 8halders Rights Agreement, dated July 28, 199Wdxat JCN and American Stock
Transfer & Trust Company, as Rights Agent.

"JCN Stock Plans" shall mean the existing stockoopind other stock-based compensation plans ofd3ignated as follows: the Amended
and Restated 1996 Stock Option Plans.

"JCN Subsidiaries" shall mean the Subsidiariesa,which shall include the JCN Subsidiaries dématiin Section 5.4 and any corporation
or other organization acquired as a SubsidiaryC ih the future and held as a Subsidiary by JCtheEffective Time; provided, however,
that neither KH/JCN L.L.C., a Missouri limited lidity company, nor the ESOT shall be deemed a JGbkHliary.

"Knowledge" as used with respect to a Person (tintureferences to such Person being aware ofteglar matter) shall mean those facts
that are known or should reasonably have been kradten due inquiry by the chairman, president, tfirancial officer, chief accounting
officer, chief operating officer, general counsaly assistant or deputy general counsel, or angrs@xecutive or other vice president of s
Person and the Knowledge of any such persons agt@ainwhich would have been obtained from a redseriavestigation.

"Law" shall mean any code, law, ordinance, regatgtreporting or licensing requirement, rule, atste applicable to a Person or its Assets,
Liabilities, or business, including those promuéghtinterpreted or enforced by any Regulatory Aritho

"Lease" shall mean any lease of more than 10,08@M&= square feet in effect as of the date hexedfas to which JCN is the lessor.

“Liability" shall mean any direct or indirect, prary or secondary, liability, indebtedness, obligatipenalty, cost or expense (including costs
of investigation, collection and defense), clairficiency, guaranty or endorsement of or by ang&elother than endorsements of notes,
bills, checks, and drafts presented for collectodeposit in the ordinary course of business)hgftgpe, whether accrued, absolute or
contingent, liquidated or unliquidated, maturediomatured, or otherwise.

"Lien" shall mean any conditional sale agreemeetaudlt of title, easement, encroachment, encumlerdngothecation, infringement, lien,
mortgage, pledge, reservation, restriction, segumierest, title retention or other security agament, or any adverse right or interest, che
or claim of any nature whatsoever of, on, or wibkpect to any property or property interest, othan (i) liens for current property Taxes not
yet due and payable, and (iii) liens which do natemially impair the use of or title to the Assetthject to such lier

“Litigation" shall mean any action, arbitrationusa of action, claim, complaint, criminal prosecntigovernmental or other examination or
investigation, hearing, administrative or otherqa@ding to which a Party is a party or of whichaatys, business or Assets (including
Contracts related to it) are the subject, or netpin any way to the transactions contemplatechisyAgreement.

"Material" for purposes of this Agreement shalldaermined in light of the facts and circumstarafethe matter in question; provided that
any specific monetary amount stated in this Agregraball determine materiality in that instance.

"MGCL" shall mean the Maryland General Corporation Law.
"NASD" shall mean the National Association of Secur ities Dealers, Inc.

"NYSE" shall mean the New York Stock Exchange, Inc.
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"Operating Property" shall mean any property owiealsed, or operated by the Party in question @aryyof its Subsidiaries and, where
required by the context, includes the owner or ajperof such property, but only with respect torspooperty.

"Order" shall mean any administrative decisionwaal, decree, injunction, judgment, order, quadigial decision or award, ruling, or writ
of any federal, state, local or foreign or otheurtoarbitrator, mediator, tribunal, administratasgency, or Regulatory Authority.

"Participation Facility" shall mean any facility property in which the Party in question or anytefSubsidiaries participates in the
management and, where required by the contexttsaidmeans the owner or operator of such fadlitproperty, but only with respect to
such facility or property.

"Party" shall mean either JCN or Highwoods, andtlBg!' shall mean both JCN and Highwoods.

"Permit" shall mean any federal, state, local, fimdign governmental approval, authorization, fiegte, easement, filing, franchise, license,
notice, permit, or right to which any Person isaaty or that is or may be binding upon or inuré¢h® benefit of any Person or its securities,
Assets, or business.

"Per Share Cash Consideration” shall have the mgasgit forth in
Section 3.2.

"Per Share Stock Consideration" shall have the ingaset forth in
Section 3.1.

"Person” shall mean a natural person or any legahmercial or governmental entity, such as, butinoted to, a corporation, general
partnership, joint venture, limited partnershimited liability company, trust, business associgtgroup acting in concert, or any person
acting in a representative capacity.

"Proxy Statement" shall mean the proxy statemesd by JCN to solicit the approval of its sharehmddx the transactions contemplated by
this Agreement, which shall include the prospectudighwoods relating to the issuance of the Highd® Common Stock to holders of JCN
Common Stock.

"Registration Statement" shall mean the Registnaitatement on Form S4, or other appropriate forohiding any pre-effective or post-
effective amendments or supplements thereto, ¥ili¢hl the SEC by Highwoods under the 1933 Act wibpect to the shares of Highwoods
Common Stock to be issued to the shareholdersMfid€onnection with the transactions contempldigdhis Agreement.

"Regulatory Authorities" shall mean, collectiveliile SEC, the NYSE, the NASD, the Federal Trade Cission, the United States
Department of Justice, and all other federal, statenty, local or other governmental or regulataggncies, authorities (including self-
regulatory authorities), instrumentalities, comnaes, boards or bodies having jurisdiction overRagties and their respective Subsidiaries.

"Representative” shall mean any investment barfik@amcial advisor, attorney, accountant, consujtanbther representative engaged by a
Person.

"SEC Documents" shall mean all forms, proxy states\aegistration statements, reports, schedutespther documents filed, or required to
be filed, by a Party or any of its Subsidiariesmahy Regulatory Authority pursuant to the Secesitiaws.

"Securities Laws" shall mean the 1933 Act, the 1884 the Investment Company Act of 1940, as amédntle Investment Advisors Act of
1940, as amended, the Trust Indenture Act of 188&mended, and the rules and regulations of agyl&ery Authority promulgated
thereunder.

"Sub Common Stock" shall mean the $.01 par valmencon stock of Sub.

"Subsidiaries" shall mean all those corporatiosspaiations, or other business entities of whiehethtity in question either (i) owns or
controls 50% or more of the outstanding equity g&es either directly or through an unbroken chafirentities as to each of which 50% or
more of the outstanding equity securities is owdieglctly or indirectly by its parent (provided, teeshall not be included any such entity the
equity securities of which are owned or controliled fiduciary capacity), (ii) in the case of pantships, serves as a general partner, (iii) il
case of a limited liability company, serves as aaging member, or (iv) otherwise has the abilitglect a majority of the directors, trustees
or managing members thereof.

"Surviving Corporation” shall mean Sub as the suing corporation resulting from the Merger.
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"Tax Return" shall mean any report, return, infotiorareturn, or other information required to b@lied to a taxing authority in connection
with Taxes, including any return of an affiliatedammbined or unitary group that includes a PartigsoSubsidiaries.

"Tax" or "Taxes" shall mean any federal, statentpulocal, or foreign taxes, charges, fees, leviaposts, duties, or other assessments,
including income, gross receipts, excise, employireaies, use, transfer, license, payroll, frareghigverance, stamp, occupation, windfall
profits, environmental, federal highway use, conuiairent, customs duties, capital stock, paid-apital, profits, withholding, Social
Security, single business and unemployment, disghiéal property, personal property, registratiad valorem, value added, alternative or
add-on minimum, estimated, or other tax or govemtaleee of any kind whatsoever, imposed or reglicebe withheld by the United States
or any state, county, local or foreign governmergubdivision or agency thereof, including any iat, penalties, and additions imposed
thereon or with respect thereto.

(b) The terms set forth below shall have the megmascribed thereto in the referenced sections:

Business Combination Section 11.2
Cash Election Shares Section 3.2
Closing Section 1.2

Dissenting Share Amount Section 4.2
Effective Time Section 1.3

Election Deadline Section 3.2
Election Form Section 3.2

ERISA Affiliate Section 5.13(c)
ESOT Section 7.2(l)
Exchange Agent Section 3.2
Exchange Fund Section 4.1(a)
Exchange Ratio Section 3.1(c)
Highwoods Benefit Plans Section 6.13(a)
Highwoods ERISA Plan Section 6.13(a)
Highwoods Option Amount Section 3.2(ii)
Highwoods Pension Plan Section 6.13(a)
Highwoods SEC Reports Section 6.5(a)
JCN Benefit Plans Section 5.13(a)
JCN Contracts Section 5.14

JCN ERISA Plan Section 5.13(a)
JCN Options Section 3.7(a)

JCN Pension Plan Section 5.13(a)
JCN Retained Shares Section 3.2

JCN Non-Retained Shares Section 3.2
JCN Properties Section 5.9(a)

JCN Permitted Encumbrances  Section 5.9(a)
JCN SEC Reports Section 5.5(a)
JCN Shareholders Meeting Section 3.2
Leases Section 5.9(b)

Mailing Date Section 3.2
Maximum Amount Section 8.14
Maximum Cash Election Amount Section 3.2(i)
Maximum Share Amount Section 3.2
Merger Section 1.1

New Certificates Section 4.1(a)

No Election Shares Section 3.2

Old Certificates Section 3.2

Record Date Section 3.2
Takeover Laws Section 5.19
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(c) Any singular term in this Agreement shall bemed to include the plural, and any plural termdingular. Whenever the words "include,"
“"includes” or "including" are used in this Agreemeahey shall be deemed followed by the words "withlimitation."

11.2 Expenses.

(a) Except as otherwise provided in this Sectior? 1d4ach of the Parties shall bear and pay altdaests and expenses incurred by it or on its
behalf in connection with the transactions contextgual hereunder, including filing, registration amplication fees, printing fees, and fees
expenses of its own financial or other consultanigstment bankers, accountants, and counsel.

(b) Notwithstanding the foregoing,
(i) if this Agreement is terminated by Highwoodssuant to any of Sections 10.1(b), 10.1(c) or 1].b¢
(ii) if the Merger is not consummated as a restithe failure of JCN to satisfy any of the conditioset forth in Section 9.2,

then JCN shall promptly pay Highwoods the sum q68@,000, which amount represents the costs angheeg of Highwoods (including
reasonable costs of counsel, investment bankersgrées and accountants).

(c) Notwithstanding the foregoing,
(i) if this Agreement is terminated by JCN pursu@neither of Sections 10.1(b) or 10.1(c); or
(i) if the Merger is not consummated as a reshithe failure of Highwoods to satisfy any of thenditions set forth in Section 9.3,

then Highwoods shall promptly pay JCN $2,500,000ictv amount represents the costs and expensedNofid€luding reasonable costs of
counsel, investment bankers, actuaries and acaushta

(d) In addition to the foregoing, if within twel\{&2) months following:
(i) any termination of this Agreement by Highwoqugsuant to Sections 10.1(b), 10.1(c), or 10.1(f);
(i) failure to consummate the Merger by reasoamf failure of JCN to satisfy the conditions enuated in Section 9.2; or

any thirdparty shall acquire, merge with, combine with, pase more than 40% of the Assets of, or engageyither business combinati
with, or purchase any equity securities involvihg acquisition of 50% or more of the voting sto€EKGN or a transaction which results in a
Person owning 50% or more of the voting stock dfl,J& enter into any binding agreement to do anthefforegoing (collectively, a
"Business Combination"), such third-party that {saaty to the Business Combination shall pay tohMigods, prior to the earlier of
consummation of the Business Combination or exenudf any letter of intent or definitive agreemeiith JCN or any JCN Entity relating to
such Business Combination, an amount in cash equlé sum of

(x) $14,700,000, plus
(y) the amount described in subsection (b) of 8&stion 11.2 (if not previously paid to Highwoods);

provided, however, that in the event: (i) there b@sn no Business Combination consummated orea tetintent or definitive agreement
relating to a Business Combination entered intar g@trior to the time of the JCN Shareholders Megtii) this Agreement is terminated or
terminable by Highwoods under Section 10.1(f), @idwithin 12 months of such meeting or such teration, a Business Combination is
consummated, then such third party shall pay tdwWapds, at the time of consummation of the Busifi&smbination, an amount in cash
equal to the sum of

(xx) $7,350,000; plus
(yy) the amount described in subsection (b) of 8gstion 11.2 (if not previously paid to Highwoagds)

which payments represent additional compensatiohlighwoods' loss as the result of the transactamméemplated by this Agreement not
being consummated. In the event such third-payl sbfuse to pay such amounts within ten dayseofiand therefor by Highwoods, the
amounts shall be an obligation of JCN and shafidid by JCN within two business days of notice@N.Jby Highwoods. Notwithstanding
anything herein to the contrary, if: (i) Highwoodsuld not have had the right to terminate this Agnent under

Section 10.1(f) above, and (ii) JCN has not intamily taken any action
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reasonably likely to afford Highwoods the rightéominate this Agreement pursuant to 10.1(b) ot (@).or JCN has not intentionally failed
to satisfy any of the conditions set forth in Sext®.2, then no payments shall be due to Highwegodsuant to this Section 11.2(d).

(e) Notwithstanding the foregoing, if
(i) this Agreement is not terminable by Highwoodsguant to Section 10.1(f); and
(i) this Agreement is terminated by either Pantyguant to Section 10.1(d)(ii);and

(iii) at the time of the JCN Shareholders Meetingre is public knowledge of an identifiable thimry's financially superior proposal to
purchase all of the then outstanding JCN CommookStend

(iv) the proposal by such third party referredriciause (iii) above is accepted and closes witRimonths of the date of this Agreement,

then the third party making such proposal shallteayiighwoods, upon consummation of the transactios sum of $2,500,000, which
amount represents the costs and expenses of Higlsnowrluding reasonable costs of counsel, investinankers, actuaries and
accountants). In the event such third party do¢smadke such payment within ten days of demand tbeby Highwoods, the payment shall
be an obligation of JCN and shall be paid by JCthiwitwo business days of notice to JCN by Highwsod

11.3 Brokers and Finders. Except for Morgan Staribman Witter, Discover & Co. as to JCN and exdeptl.P. Morgan Securities Inc. as to
Highwoods, each of the Parties represents and mtartiaat neither it nor any of its officers, dirast or employees has employed any broker
or finder or incurred any Liability for any finaradiadvisory fees, investment bankers' fees, brgeefees, commissions, or finders' fees in
connection with this Agreement or the transacticortemplated hereby. In the event of a claim bylamoker or finder based upon his or its
representing or being retained by or allegedlyesenting or being retained by JCN or by Highwoedsh of JCN and Highwoods, as the
case may be, agrees to indemnify and hold the &tagy harmless of and from any Liability in respefcany such claim.

11.4 Entire Agreement. Except as otherwise expressivided herein, this Agreement (including thewments and instruments referred to
herein) constitutes the entire agreement betwesR#nties with respect to the transactions contateglhereunder and supersedes all prior
arrangements or understandings with respect theseiiten or oral (except, as to Section 8.6(bj,tfee Confidentiality Agreement). Nothing
in this Agreement expressed or implied, is intentdecbnfer upon any Person, other than the Paotiéiseir respective successors, any rights,
remedies, obligations, or liabilities under or lkgson of this Agreement, other than as provide&ertions 8.13 and 8.14.

11.5 Amendments. To the extent permitted by Laig, Agreement may be amended by a subsequent wsigmgd by each of the Parties
upon the approval of each of the Parties, whetb&arb or after shareholder approval of this Agreatinhas been obtained; provided, that after
any such approval by the holders of JCN CommonkStbere shall be made no amendment that reduaesdifies in any material respect
the consideration to be received by holders of Zdhmon Stock.

11.6 Waivers.

(a) Prior to or at the Effective Time, Highwoodstiag through its Board of Directors, chief exewatbfficer or other authorized officer, shall
have the right to waive any Default in the perfonc@of any term of this Agreement by JCN, to waivextend the time for the compliance
or fulfilment by JCN of any and all of its obligahs under this Agreement, and to waive any oofalhe conditions precedent to the
obligations of Highwoods under this Agreement, gt@ay condition which, if not satisfied, would u#tsn the violation of any Law. No sut
waiver shall be effective unless in writing sigr®da duly authorized officer of Highwoods.

(b) Prior to or at the Effective Time, JCN, actthgough its Board of Directors, chief executiveigdf or other authorized officer, shall have
the right to waive any Default in the performanéamy term of this Agreement by Highwoods, to waiveextend the time for the compliar

or fulfilment by Highwoods of any and all of itbligations under this Agreement, and to waive anglloof the conditions precedent to the

obligations of JCN under this Agreement, except@mmydition which, if not satisfied, would resulttime violation of any Law. No such wai

shall be effective unless in writing signed by #dauthorized officer of JCN.

(c) The failure of any Party at any time or timesequire performance of any provision hereof simatio manner affect the right of such P:
at a later time to enforce the same or any otharigion of this Agreement. No waiver of any
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condition or of the breach of any term containethia Agreement in one or more instances shalldesrebd to be or construed as a further or
continuing waiver of such condition or breach avaiver of any other condition or of the breach wy ather term of this Agreement.

11.7 Assignment. Except as expressly contemplateebly, neither this Agreement nor any of the rigimtgrests or obligations hereunder
shall be assigned by any Party hereto (whethempleyation of Law or otherwise) without the prior tien consent of the other Party. Subject
to the preceding sentence, this Agreement willibdibg upon, inure to the benefit of and be enfalde by the Parties and their respective
successors and assigns.

11.8 Notices. All notices or other communicatiortsick are required or permitted hereunder shalhberiting and sufficient if delivered by
hand, by facsimile transmission, by registeredestifted mail, postage pre-paid, or by courier wemmight carrier, to the persons at the
addresses set forth below (or at such other addsessy be provided hereunder), and shall be detortesl/e been delivered as of the date so
delivered:

JCN:

J.C. Nichols Company

310 Ward Parkway

Kansas City, Missouri 64112
Telecopy Number: (816) 561-3456

Attention: Barrett Brady
Copy to Counsel:

Blackwell Sanders Matheny Weary & Lombardi L.L.Rv@Pershing Square, Suite 1100
Kansas City, Missouri 64108
Telecopy Number: (816) 983-8080

Attention: Steve Carman
and to:

Weil, Gotshal & Manges L.L.P.
767 Fifth Avenue

New York, New York 1015:
Telecopy Number: (212) 310-8007

Attention: Steve Jacobs
Highwoods:

Highwoods Properties, Inc.

3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604
Telecopy Number: (919) 876-6929

Attention: Mack D. Pridgen, Il
Vice President and General Counsel

Copy to Counsel:

Alston & Bird LLP

3605 Glenwood Avenue, Suite 310
Raleigh, North Carolina 27612
Telecopy Number: (919) 881-3175

Attention: Brad S. Markoff

11.9 Governing Law. This Agreement shall be goveimgand construed in accordance with the Lawb®ftate of Missouri, without rege
to any applicable conflicts of Laws.

11.10 Counterparts. This Agreement may be exedntedo or more counterparts, each of which shallleemed to be an original, but all



which together shall constitute one and the sasteliment.
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11.11 Captions; Articles and Sections. The captammained in this Agreement are for reference psep only and are not part of this
Agreement. Unless otherwise indicated, all refeearto particular Articles or Sections shall mead ®&fer to the referenced Articles and
Sections of this Agreement.

11.12 Interpretations. Neither this Agreement myr @ancertainty or ambiguity herein shall be corstiror resolved against any party, whe!
under any rule of construction or otherwise. Nay# this Agreement shall be considered the dn#its The parties acknowledge and agree
that this Agreement has been reviewed, negotiatetl accepted by all parties and their attorneyssaal be construed and interpreted
according to the ordinary meaning of the words ws®ds fairly to accomplish the purposes and ifgeatof all parties hereto.

11.13 Enforcement of Agreement. The Parties hexgtee that irreparable damage would occur in tkatethat any of the provisions of this
Agreement was not performed in accordance withgexific terms or was otherwise breached. It ipatingly agreed that the Parties shall be
entitled to an injunction or injunctions to prevémeaches of this Agreement and to enforce spadlifithe terms and provisions hereof in any
court of the United States or any state havingsgliction, this being in addition to any other reméalwhich they are entitled at law or in
equity.

11.14 Severability. Any term or provision of thig#eement which is invalid or unenforceable in anysgiction shall, as to that jurisdiction,
be ineffective to the extent of such invaliditywrenforceability without rendering invalid or unerdeable the remaining terms and provis
of this Agreement or affecting the validity or erdeability of any of the terms or provisions ofstligreement in any other jurisdiction. If any
provision of this Agreement is so broad as to benforceable, the provision shall be interpretedamnly so broad as is enforceable.

IN WITNESS WHEREOF, each of the Parties has catilsied\greement to be executed on its behalf byuly authorized officers as of the
day and year first above written.

HIGHWOODS PROPERTIES, INC.

By:

President
JACKSON ACQUISITION CORP.

By:

President
J.C. NICHOLS COMPANY

By:

President
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Exhibit 1

MATTERS AS TO WHICH BLACKWELL SANDERS MATHENY WEARY &
LOMBARDI LLP WILL OPINE

1. JCN is a corporation duly organized, validlystixig and in good standing under the laws of tlaeStf Missouri, with full corporate power
and authority to carry on the business in whigh @éngaged and to own and use its Assets.

2. The authorized capital stock of JCN consistshaires of JCN Common Stock, of which shares weteiand outstanding as of , 19 ..
Subsequent to September 1995, no shares of JCN GoiStock have been issued in violation of any stayureemptive rights of
shareholders, and all shares issued since suchvdageduly issued and are fully paid and nonasbéssmder the Missouri Business
Corporation Act. To our knowledge, except as sehfabove or as disclosed in Section 5.3 of the Di¥dlosure Memorandum, as of , 19
there were no shares of capital stock or othertggecurities of JCN outstanding and no outstanéiggity Rights relating to the capital stc
of JCN.

3. The execution and delivery of the Agreement@ordpliance with its terms do not and will not viglar contravene any provision of the
Articles of Incorporation or Bylaws of JCN or, tarcknowledge but without any independent invesiigatresult in any conflict with, breach
of, or default or acceleration under any Law or@r which JCN is a party or by which JCN is bouextept as may be disclosed in the .
Disclosure Memorandum.

4. The Agreement has been duly and validly execatetidelivered by JCN and, assuming valid authtiozaexecution and delivery by
Highwoods and Sub, constitutes a valid and bindigigement of JCN enforceable in accordance witieiitas, except as enforceability may
be limited by bankruptcy, insolvency, reorganizator similar laws affecting creditors' rights gealbr, provided, however, that we express
opinion as to the availability of the equitable exy of specific performance.
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Exhibit 2
MATTERS AS TO WHICH ALSTON & BIRD LLP WILL OPINE

1. Highwoods is a corporation duly organized, Jgligkisting and in good standing under the lawthefState of Maryland with full corpore
power and authority to carry on the business irctviitiis engaged, and to own and use its Assets.

2. Sub is a corporation duly organized and val@disting and in good standing under the laws ofState of Maryland with full corporate
power and authority to carry on the business irctviitiis engaged, and to own and use its Assets.

3. The execution and delivery of the Agreement@mdpliance with its terms do not and will not viglar contravene any provision of the
Amended and Restated Articles of Incorporation glai®s of Highwoods or, to our knowledge but withaaty independent investigation, any
Law or Order to which Highwoods is a party or byiethHighwoods is bound. The adoption of the Agreehasd compliance with its terms
do not and will not violate or contravene any psiom of the Articles of Incorporation or Bylaws $iib or, to our knowledge but without any
independent investigation, any Law or Order to Wiab is a party or by which Sub is bound.

4. The Agreement has been duly and validly execaitetidelivered by Highwoods and Sub, and assunahd authorization, execution and
delivery by JCN, constitutes a valid and bindingeggnent of Highwoods and Sub enforceable in acoomlwith its terms, except as
enforceability may be limited by bankruptcy, insahey, reorganization, or similar laws affectingditers' rights generally, provided,
however, that we express no opinion as to the abvititly of the equitable remedy of specific perfamee.

5. The shares of Highwoods Common Stock to be éssuéhe shareholders of JCN as contemplated bgneement have been registered
under the Securities Act of 1933, as amended, drehwroperly issued and delivered following conswatiom of the Merger will be fully
paid and non-assessable under the General Corpotativ of Maryland.
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Appendix A-1

AMENDMENT NO. 1TO
AGREEMENT AND PLAN OF MERGER

THIS AMENDMENT NO. 1 TO AGREEMENT AND PLAN OF MERGE (this "Amendment") is dated as of April 23, 1988,and among
HIGHWOODS PROPERTIES, INC., a Maryland corporatfdighwoods"), JACKSON ACQUISITION CORP., a Marylhgorporation
("Sub"), and J.C. NICHOLS COMPANY, a Missouri coration ("JCN"). Capitalized terms used but not dedi herein shall have the
meanings set forth in the Agreement and Plan ofgeledated as of December 22, 1997 and entereduntmg Highwoods, Sub, and JCN
(the "Agreement").

WHEREAS, the Parties wish to amend the Agreemehigiwcontemplates the merger of JCN with and intb 8he "Merger"), in order to
provide to JCN shareholders greater certainty tard@ning the amount and form of considerationdéadxceived in the Merger; and

WHEREAS, Highwoods wishes to waive a conditiontsoobligation to consummate the Merger.

NOW, THEREFORE, in consideration of the foregoimgmises, covenants, and agreements contained hangirother good and valual
consideration, the receipt of which is hereby agkedged, the parties to this Amendment, intendinbe legally bound, hereby agree as
follows:

SECTION | AMENDMENT TO ARTICLE 3
Section 1.1 Conversion of Shares. Section 3.1s(bgreby amended in its entirety to read as follows

(c) Subiject to the right granted in Section 3.2heshare of JCN Common Stock (including any assetidCN Rights, but excluding shares
held by any JCN Entity or any Highwoods Entity anatluding shares held by shareholders who pefffieit $tatutory dissenters' rights as
provided in

Section 3.5) issued and outstanding immediatelyr poi the Effective Time shall cease to be outstamdnd shall be converted into a fixed
number of shares of Highwoods Common Stock. Thelruraf shares of Highwoods Common Stock to be témeeach share of JCN
Common Stock (the "Per Share Stock Consideratigimd)l be determined by reference to a ratio (thehange Ratio") that shall be equal to
the greater of: (i) 1.84, or (ii) the quotient &3bdivided by the average of the daily average higthlow sale price for shares of Highwoods
Common Stock on the NYSE for each of the twenty) (/s immediately preceding the Effective Timayyided, however, that at no time
shall the Exchange Ratio exceed 2.03. Pursuahgetélighwoods Rights Agreement, each share of Higldw&Common Stock issued in
connection with the Merger upon conversion of JGin@on Stock shall be accompanied by a HighwoodhtRig

Section 1.2 Cash Election. Section 3.2 is herebgrated in its entirety to read as follows:

3.2 Cash Election. Holders of JCN Common Stockl §feaprovided with an opportunity to elect to remetash consideration in lieu of
receiving Highwoods Common Stock in the Mergemdaordance with the election procedures set fatbvbin this Section 3.2. Holders
who are to receive cash in lieu of exchanging thleares of JCN Common Stock for Highwoods CommonlSas specified below shall
receive $65 per share of JCN Common Stock in dagh'Per Share Cash Consideration"). The amoustmdéied by multiplying $65 by the
number of Dissenting Shares shall be defined hexgiie "Dissenting Share Amount." The aggregaté&Rare Cash Consideration to be |
in the Merger, plus the Dissenting Share Amourdidie limited to 40% of the aggregate consideragiaid in exchange for shares of JCN
Common Stock and shall be defined herein as thei@anount.”

A form for use by JCN shareholders to elect toikexeash and other appropriate and customary trigtiasmaterial (which shall specify that
delivery shall be effected only upon proper delvef the certificates theretofore representing J&iwnmon Stock ("Old Certificates™) to an
exchange agent designated by Highwoods (the "ExghAgent™)) in such form as Highwoods and JCN smaifually agree ("Election
Form") shall be mailed concurrently with the mailiof the Proxy Statement required by

Section 8.1 hereof, or on such other date as High&and JCN shall mutually agree ("Mailing Dat@"gach holder of record of JCN
Common Stock on the record date ("Record Date"}HerJCN shareholders

A-41



entitled to vote at the shareholders meeting toampthe Merger as required by Section 8.1 (theN'8bareholders Meeting").

Each Election Form shall permit a holder (or thedfieial owner through appropriate and customamyudeentation and instructions) of JCN
Common Stock to elect to receive cash with resteeall or a portion of such holder's JCN Commonckto

Any shares of JCN Common Stock with respect to wihe holder (or the beneficial owner, as the caag be) elects to receive cash and
does not dissent shall be referred to herein a¥dhsh Election Shares." Any shares of JCN ComntookSwith respect to which the holder
(or the beneficial owner, as the case may be) reitbes not submit an Election Form or does nott étereceive cash and does not dissent,
shall be collectively referred to herein as "St&téction Shares."

Any of the elections set forth in the foregoinggmraph shall have been properly made only if thehBrge Agent shall have actually rece
an effective, properly completed Election Form omefore 5:00 p.m. on the fifth business day ptiothe date of the JCN Shareholders
Meeting (or such other time and date as HighwoodisJ&N may mutually agree, including as a resuétrgf adjournment or postponement of
the JCN Shareholders Meeting) (the "Election Dead)i which is not revoked or changed prior to thecEon Deadline. Any Election Form
may be revoked or changed by the person submiétisighsequent Election Form at or prior to the kladDeadline. In the event an Election
Form is revoked prior to the Election Deadline, shares of JCN Common Stock represented by suchi@id=orm shall become Stock
Election Shares unless the Exchange Agent shadl hetually received an effective, properly compleéiéection Form prior to the Election
Deadline and such Election Form is not revokedhainged prior to the Election Deadline. Subjech®terms of this Agreement and of the
Election Form, the Exchange Agent shall have reasiendiscretion to determine whether any electiengcation or change has been prop
or timely made and to disregard immaterial defacthe Election Forms, and any good faith decisiointhe Exchange Agent regarding such
matters shall be binding and conclusive. The Exghakgent shall promptly notify JCN of any defectim Election Form other than an
immaterial defect disregarded in good faith byExehange Agent. Subject to the foregoing sentemeither Highwoods nor the Exchange
Agent shall be under any obligation to notify amygon of any defect in an Election Form.

Within three business days after the Election DeadHighwoods shall cause the Exchange Agentfexethe allocation among the holders
of JCN Common Stock in accordance with the ElecBorms; provided, however, if the amount of cagt thould be issued upon the
conversion of the Cash Election Shares is grelhser the amount by which the Cash Amount exceedPigsenting Share Amount (the
"Maximum Cash Election Amount"), then the ExchaAgent shall convert a sufficient number of Cashckte Shares (other than
Dissenting Shares) into the right to receive theStere Stock Consideration, which Cash Electicar&hshall be selected pro rata from
among all of the holders thereof, based upon tigeeagte number of Cash Election Shares held by @fasinch holders, such that the amount
of cash that will be issued in the Merger to sgtibe non-converted Cash Election Shares equalbssly as practicable the Maximum Cash
Election Amount.

Highwoods shall, at least two business days poidhé date of the JCN Shareholders Meeting, comeatmio JCN the aggregate allocation
of stock and cash, the amount of stock and casiggoieach of JCN's shareholders, and the methatiich such amounts were calculated.

SECTION Il AMENDMENT TO ARTICLE 9

Section 2.1 Waiver by Highwoods of Certain Obligat. The introductory paragraph to Section 9.hefAgreement is hereby amended il
entirety to read as follows:

9.1 Conditions to Obligations of Each Party. Thepestive obligations of each Party to perform &iseement and consummate the Merger
and the other transactions contemplated herebgudnject to the satisfaction of the conditions eethfbelow in this Section 9.1. JCN may
waive, pursuant to Section 11.6, one or more ofalewing conditions. Highwoods hereby irrevocaligives and agrees to waive
immediately prior to Closing, pursuant to Sectidn6l all of the conditions set forth in

Section 9.1(b) (except
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for the filing of the Articles of Merger as contelated by Section 1.1) and the condition set fant&eéction 9.1(c) that JCN obtain from
Principal Mutual Insurance Company the ConsentaéoMerger referred to in Section 9.1 of the JCNclbisure Memorandum.

SECTION Il AMENDMENT TO ARTICLE 10
Section 3.1 Waiver by Highwoods of Certain TermimaRRights. Section 10.1(d)(i) is hereby amendeitsientirety to read as follows:

(i) Highwoods shall, after using its best effoitaye been unable to satisfy the condition to cpskt forth in either Section 9.1(e) or (f), to
the extent required for consummation of the Meaget the other transactions contemplated hereby, or

SECTION IV AMENDMENT TO ARTICLE 11.1
Section 4.1 Definitions.

(a) Section 11.1(a) is hereby amended by addinglth@se, "as such Section has been amended by Ameendlo. 1 to this Agreement" to
the end of the definition of "Per Share Stock Cdesition".

(b) Section 11.1(b) is hereby amended by addinglinase "as amended by Amendment No. 1 to thisekgeat" after the end of each of the
definitions of "Cash Election Shares" and "MaximQash Election Amount".

SECTION V GENERAL PROVISIONS

Section 5.1 Entire Agreement. Except as otherwigeessly provided herein, this Amendment (including Agreement and the documents
and instruments referred to therein) constitutesettitire agreement between the Parties with respéioe transactions contemplated
hereunder and in the Agreement and supersedethatl @rangements or understandings with respecgtitn written or oral (except for the
Confidentiality Agreement referred to in Sectiof(®) of the Agreement and any correspondence froyParty waiving any rights or
obligations or consenting to any actions taken bgrobehalf of another party).

Section 5.2 Counterparts. This Amendment may bewgd in two or more counterparts, each of whiddldie deemed to be an original, but
all of which together shall constitute one andsame instrument.

Section 5.3 Captions, Articles and Sections. Theticas contained in this Amendment are for refeegmarposes only and are not part of this
Amendment. Unless otherwise indicated, all refegsrto particular Articles or Sections shall mead i@fer to the referenced Articles and
Sections of this Amendment.

Section 5.4 References to the Agreement. From fiedthe execution of this Amendment, all referenicethe Agreement to "this
Agreement,” "hereof," "herein" and similar termsiéimean and refer to the Agreement as amendeldi®ytmendment, and all references in
other documents to the Agreement shall mean thedkgent as amended by this Amendment. This Amendshatitnot be modified,
supplemented or terminated in any manner whatsaaapt by written instrument signed by the pagdgiast which such modification,
supplement or termination is sought to be enforced.

Section 5.5 Ratification and Confirmation. The Agreent is hereby ratified and confirmed and, exasgterein amended, remains in full
force and effect.

Section 5.6 Governing Law. This Amendment shaljbeerned by and construed in accordance with theslaf the State of Missouri,
without regard to any applicable conflicts of Laws.

A-43



IN WITNESS WHEREOF, Highwoods, Sub, and JCN hauesed this Amendment to be signed by their respechity authorized officers .
of the date first written above.

HIGHWOODS PROPERTIES, INC.

By:

Name:

Title:

JACKSON ACQUISITION CORP.

By:

Name:

Title:

J.C. NICHOLS COMPANY

By:

Name:

Title:
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Appendix B
MORGAN STANLEY

MORGAN STANLEY & CO.
INCORPORATED
1585 BROADWAY
NEW YORK, NEW YORK 10036
(212) 761-4000

May 15, 1998

Board of Directors

J.C. Nichols Company
310 Ward Parkway
Kansas City, MO 64112

Members of the Board:

We understand that J.C. Nichols Company ("JCNher*Company"), Highwoods Properties, Inc. ("Highwsbor "Buyer") and Jackson
Acquisition Corp. ("Acquisition Sub") have enteilietb an Agreement and Plan of Merger, dated Dece@bdgl997 (the "Original Merger
Agreement"), and Amendment No. 1 to the Originardde Agreement, dated April 29, 1998 (together li Original Merger Agreement,
the "Merger Agreement"), which provides, among othengs, for the merger (the "Merger") of JCN withd into Acquisition Sub. Pursuant
to the Merger, each outstanding share of commarkspar value $0.01 per share (the "JCN CommonkSta¢ JCN, other than shares held
in treasury or held by Buyer or any affiliate ofy#m or as to which dissenters' rights have beefepied, will cease to be outstanding and be
converted into a fixed number of shares of commooksof Buyer, par value $0.01 per share (the "B@@mmon Stock"). The number of
shares of Buyer Common Stock to be issued for shale of JCN Common Stock will be determined bgnegice to a ratio

(the "Exchange Ratio") that shall be equal to tteatgr of: (i) 1.84, or (ii)

the quotient of $65 divided by the average of thigycaverage high and low sale price for shareBuwfer Common Stock on the New York
Stock Exchange for each of the twenty (20) daysédiiately preceding the Effective Time, as definethie Merger Agreement; provided,
however, that at no time shall the Exchange Ratieed 2.03. Holders of JCN Common Stock will alsgpbovided with an opportunity to
elect to receive cash consideration in lieu of ireng Buyer Common Stock in an amount equal to fébshare of JCN Common Stock in
cash (the "Per Share Cash Consideration"); providatthe aggregate Per Share Cash Consideratlmnpaid in the Merger, plus the
Dissenting Share Amount (as defined in the MerggreAment), shall be limited to 40% of the aggregatesideration paid in exchange for
shares of JCN Common Stock. The terms and conditbthe Merger are more fully set forth in the FarAgreement.

You have asked for our opinion as to whether thesideration to be received by the holders of shafd€N Common Stock pursuant to the
Merger Agreement is fair from a financial pointwiéw to such holders (other than Buyer and itdiatés).

For purposes of the opinion set forth herein, wesha
(i) reviewed certain publicly available financightements and other information of the CompanyBungkr, respectively;

(i) reviewed certain internal financial statemeaitsl other financial and operating data concertliegCompany and Buyer and prepared by
the managements of the Company and Buyer, respgctiv

(iii) analyzed certain financial projections foetompany and Buyer prepared by the managemetiie @ompany and Buyer, respectively;
(iv) reviewed the reported prices and trading atstifor the JCN Common Stock and the Buyer Commtmtig

(v) compared the financial performance of the Comypand the Buyer and the prices and trading agtofithe JCN Common Stock and
Buyer Common Stock with that of certain other corapte publicly-traded companies and their secuitie

(vi) discussed with the senior management of they@my and Buyer their estimates of the synergidscast savings expected to be derived
from the Merger;

(vii) reviewed the financial terms, to the extenblicly available, of certain comparable transatgio

(viii) reviewed the pro forma impact of the Merger the Buyer's funds from operations per sharesadaated capitalization and financial
ratios;
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Board of Directors
JCN Properties Corporation MORGAN STANLEY May 1998

Page 2
(ix) participated in discussions and negotiatiom®ag representatives of the Company and Buyerlaidfinancial and legal advisors;

(x) reviewed the Merger Agreement, the RegistraBtatement on Form S-4, including the Proxy Statafrferospectus relating to the Special
Meeting of the Holders of JCN Common Stock to ble parsuant to the Merger Agreement, and certdated documents; and

(xi) performed such other analyses as we have diemeropriate.

We have assumed and relied upon without independsification the accuracy and completeness ofrtf@mation reviewed by us for the
purposes of this opinion. With respect to the friahprojections, including the estimates of syfmesgnd cost savings expected to be derived
from the Merger, we have assumed that they have teasonably prepared on bases reflecting thecbhesintly available estimates and
judgments of the future financial performance & @ompany and Buyer. We have not made any indepérdRiation or appraisal of tl
assets or liabilities of the Company or Buyer, nave we been furnished with any such appraisaksr otfan the common stock valuation
prepared by Houlihan Lokey Howard & Zukin as of Beber 31, 1996 and furnished to us by the Companyopinion is necessarily based
on economic, market and other conditions as irceffa, and the information made available to usfathe date hereof.

We have acted as financial advisor to the Boadiadctors of the Company in connection with thestsaction and will receive a fee for our
services. In the past, Morgan Stanley & Co. Incoaped and its affiliates have provided financialiadry and financing services for the
Company and Buyer and have received fees for tierang of these services.

It is understood that this letter is for the infation of the Board of Directors of JCN only and nmay be used for any other purpose without
our prior written consent, except that this opiniay be included in its entirety in any filing maog JCN or Highwoods with the Securities
and Exchange Commission with respect to the Melyerexpress no opinion and make no recommendasiom laow shareholders of JCN
should vote at any shareholders' meeting to beihadnnection with the Merger.

Based upon and subject to the foregoing, we atkeobpinion on the date hereof that the considardt be received by the holders of shares
of JCN Common Stock pursuant to the Merger Agreérsdiair from a financial point of view to suchlders (other than Buyer and its
affiliates).

Very truly yours,
MORGAN STANLEY & CO. INCORPORATED

By: /s/ YIE-HSIN HUNG

Yi e- Hsi n Hung
Pri nci pal
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Appendix C Missouri Revised Statutes, Section 353:.4
Shareholder Who Objects to Merger May Demand Vafughares, When.

1. If a shareholder of a corporation which is ay#y a merger or consolidation shall file with Bumrporation, prior to or at the meeting of
shareholders at which the plan of merger or codatitin is submitted to a vote, a written objectioisuch plan of merger or consolidation,
and shall not vote in favor thereof, and such di@der, within twenty days after the merger or adigstion is effected, shall make written
demand on the surviving or new corporation for pagtrof the fair value of his shares as of the d#&yr po the date on which the vote was
taken approving the merger or consolidation, theiging or new corporation shall pay to such shatéér, upon surrender of his certificate
certificates representing said shares, the fairevétiereof. Such demand shall state the numbeclass of the shares owned by such
dissenting shareholder. Any shareholder failinghike demand within the twenty day period shall dectusively presumed to have
consented to the merger or consolidation and skdtlound by the terms thereof.

2. If within thirty days after the date on whichcbunerger or consolidation was effected the vafusioh shares is agreed upon between the
dissenting shareholder and the surviving or newaation, payment therefor shall be made withiretyirdays after the date on which such
merger or consolidation was effected, upon theesuer of his certificate or certificates represemsaid shares. Upon payment of the agreed
value the dissenting shareholder shall cease te &y interest in such shares or in the corporation

3. If within such period of thirty days the sharktey and the surviving or new corporation do noageee, then the dissenting shareholder
may, within sixty days after the expiration of théty day period, file a petition in any court@mpetent jurisdiction within the county in
which the registered office of the surviving or negrporation is situated, asking for a finding @edermination of the fair value of such
shares, and shall be entitled to judgment agduesstirviving or new corporation for the amountudtsfair value as of the day prior to the
date on which such vote was taken approving sualyener consolidation, together with interest tloeréo the date of such judgment. The
judgment shall be payable only upon and simultaglgowith the surrender to the surviving or new argiions of the certificate or certifica
representing said shares. Upon the payment ofitgnjent, the dissenting shareholder shall cealsau® any interest in such shares, or in the
surviving or new corporation. Such shares may lhe dwed disposed of by the surviving or new corgoraas it may see fit. Unless the
dissenting shareholder shall file such petitiorhimithe time herein limited, such shareholder dhdeasons claiming under him shall be
conclusively presumed to have approved and rattfiedmerger or consolidation, and shall be bounthbyterms thereof.

4. The right of a dissenting shareholder to be fgadair value of his shares as herein providedl slease if and when the corporation shall
abandon the merger or consolidation.
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PROXY PROXY
J.C. NICHOLS COMPANY
This Proxy is Solicited on Behalf of the Board of iDectors.

The undersigned hereby appoints William K. Hoskind Barrett Brady and anyone or more of them, fuillpower of substitution, as a
proxy or proxies to represent and to vote, as deségl below, all the shares of Common Stock of Ni€hols Company the undersigned is
entitled to vote at the Special Meeting of Shardard to be held on July 1, 1998, or any adjournroepbstponement thereof. This proxy
revokes all prior proxies given by the undersigriéldase mark vote in box in the following mannengslark ink only. -The Board of
Directors recommends a vote FOR the following peaho

1. Approval of the Agreement and Plan of Merger aghbdlighwoods Properties, Inc., Jackson Acquisi@amp. and J.C. Nichols Company,
pursuant to which the Company's shareholders nexy & receive either shares of Highwoods commacksbr cash in exchange for shares
of Company common stock.

FOR [ ] AGAINST [] ABSTAIN []

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY
USING THE ENCLOSED PREPAID ENVELOPE.

(Continued and to be signed on the reverse



J.C. NICHOLS COMPANY
This proxy, when properly executed, will be votadtie manner directed herein by the undersignezkistdder. If no direction is made, this
proxy will be voted FOR the Merger Agreement.
2. The named proxies may vote in their discretiparusuch other business as may properly come btfer8pecial Meeting, and all matters
incident to the conduct of the Special Meetingidéi have voted against the first proposal, the mapnexies may not vote the shares
represented by this proxy in favor of any adjourntrag postponement intended to permit further galiion.

Printed Name of Certificate Holder

, 1998
Signature Date

, 1998
Signature(s) (if Jointly Held) Date

, 1998
Title (If Applicable) Date

Please sign exactly as name appears on your stotificate. When shares are held by joint tenadmiy should sign.

When signing as attorney, executor,
administrator, trustee or guardian,
please give full title as such. If a

corporation, please sign in full
corporate name by President or other
authorized officer. If a partnership,
please sign in partnership name by an
authorized persol



ELECTION FORM
THIS ELECTION FORM MUST BE COMPLETED AND DELIVERED BY TO:
First Union National Bank

Attention:

Telephone No.:---------
Facsimile No.:---------

An envelope addressed to First Union National Bgmé "Exchange Agent") is enclosed for your congane. Delivery of this instrument to
an address other than as set forth above will oiostitute valid delivery.

On December 22, 1997, Highwoods Properties, Indigfiwoods"), Jackson Acquisition Corp. and J.C.hgls Company (the "Company")
entered into an Agreement and Plan of Merger (iherjer Agreement"). Pursuant to the Merger Agredirenamended, all of the issued
outstanding shares of common stock of the Compeamyoabe converted into either the right to recdigeveen 1.84 and 2.03 shares of
Highwoods common stock, or $65 in cash or a contiminaf the two, as elected by the holder thereabject to the limitations set forth in
the Merger Agreement). The right to receive Highd®oommon stock or cash, as the case may be,jecstinthe completion of this
Election Form.

TO FIRST UNION NATIONAL BANK:

By executing this Election Form, the undersignethy elects to receive cash for the number of hiseo shares of Company common stock
set forth below. The undersigned understands ltegaEkchange Agent will pay cash in lieu of any fiatal shares of Highwoods common
stock otherwise issuable in connection with thadeaztion contemplated by the Merger Agreement.

The undersigned hereby represents and warrantththandersigned is, as of the date hereof, thistezgd holder or assignee of the regist
holder of the Company common stock for which threxbn below is. The undersigned will, upon requestcute any additional documents
necessary or desirable to complete the surrendeexahange of such Company common stock. All aitthoonferred or agreed to be
conferred in this Election Form shall be bindingoghe successors, assigns, heirs, executors, istiaiors and legal representatives of the
undersigned and shall not be affected by, and shalive, the death or incapacity of the undersigidne Exchange Agent reserves the right
to waive any defect in this Election Form.

If you wish to receive Highwoods common stock fthioayour shares of Company common stock, you sheither enter a "0" in the
appropriate blank below or not submit this Electimrm at all. If you wish to receive a combinatmfrcash and Highwoods common stock
your shares of Company common stock, you shoutd,dtathe appropriate blank below, the numberhafres of Company common stock
which you wish to receive cash. If you wish to ieeecash for all of your shares of Company commntonls you should, in the appropriate
blank below, either enter the total number of shafeCompany common stock you own or write the weartt"

IMPORTANT: COMPLETE THIS SECTION

[11 hereby elect to receive cash for of my shae€ompany common stock.

X
(Signature(s) of Holder(s))

Dated: , 1998

Name

Authorized Signature:

Print Name of Authorized Signor:

Title of Authorized Signor (if applicable




INSTRUCTIONS TO ELECTION FORM

This Election Form must be properly filled in, dhgnd signed and must be either sent to the ExehAggnt or delivered by hand to the
Exchange Agent at the address listed above. Dglivieyour Election Form will not be complete urditually received by the Exchange
Agent. The signature on this Election Form mustespond exactly with the name appearing on theensldtock certificate(s). Joint owners
should each sign personally. The person signingebralf of an entity must give such person's ftlk iin such capacity, if applicable. The
Exchange Agent will give notification to the Companf defects in this Election Form or in any othequired documents. The terms and
conditions of the Merger Agreement are incorpordeckin by reference and are deemed to form aopéne terms and conditions of this
Election Form for all purpose



PART Il. INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 20. Indemnification of Directors and Officers

Highwoods' officers and directors are and will béeémnified against certain liabilities in accordamdth the MGCL, the Articles of
Incorporation and bylaws of Highwoods and the Higbds Operating Partnership Agreement. The Artiefdacorporation require
Highwoods to indemnify its directors and officeostihe fullest extent permitted from time to timethg MGCL. The MGCL permits a
corporation to indemnify its directors and officeasnong others, against judgments, penalties,,fsetiements and reasonable expenses
actually incurred by them in connection with angg@eding to which they may be made a party by reagbtheir service in those or other
capacities unless it is established that the achuossion of the director or officer was matera@thie matter giving rise to the proceeding and
was committed in bad faith or was the result oivecand deliberate dishonesty, or the directorfficer actually received an improper
personal benefit in money, property or servicesnahe case of any criminal proceeding, the daoeot officer had reasonable cause to
believe that the act or omission was unlawful.

The Highwoods Operating Partnership Agreementaiswides for indemnification of Highwoods and ifficers and directors to the same
extent indemnification is provided to officers aticectors of Highwoods in its Articles of Incorpticm and limits the liability of Highwoods
and its officers and directors to the Highwoods @peg Partnership and its partners to the samenekability of officers and directors of
Highwoods to Highwoods and its stockholders ist@diunder Highwoods' Articles of Incorporation.

Insofar as indemnification for liabilities arisimmpder the Securities Act may be permitted to dimes;tofficers or persons controlling
Highwoods pursuant to the foregoing provisions,idigods has been informed that in the opinion of3keurities and Exchange
Commission such indemnification is against pubbtiqy as expressed in the Securities Act and issfoee unenforceable.

ITEM 21. Exhibits

Ex. FN  Description
2 Q) Master Agreement and Pl an of Merger by and among the Registrant, Jackson A cquisition

Corp. and J.C. Nichols Compa ny dated December 22, 1997, as amended on April 29, 1998

3.1 2) Amended and Restated Article s of Incorporation of the Registrant

3.2 (©)] Amended and Restated Bylaws of the Registrant

4.1 (©)] Specimen of certificate repr esenting shares of Highwoods Common

4.2 4) Rights Agreement, dated as of October 6, 1997, between the Registrant and F irst Union
National Bank

4.3 (5) Purchase Agreement betwe en the Registrant, UBS Limited and Union Bank of Sw itzerland,
London Branch, dated as of A ugust 28, 1997

4.4 5) Forward Stock Purchase A greement between the Registrant and Union Bank of S witzerland,
London Branch, dated as of A ugust 28, 1997

4.5 (5) Agreement to furnish certain instruments defining the rights of long-term debt holders of the
Registrant

5 Opinion of Alston & Bird LLP re legality

8.1 Opinion of Blackwell Sanders Peper Martin LLP re tax matters

8.2 Opinion of Alston & Bird LLP re certain tax matters

8.3 Opinion of Alston & Bird LLP re certain tax matters

10.1 3) Amended and Restated Agreement of Limited Partnership of the Highwoods O perating
Partnership

10.2 (6) Amendment to Amended an d Restated Agreement of Limited Partnership of the Highwoods
Operating Partnership with r espect to Series A Preferred Units

10.3 7) Amendment to Amended an d Restated Agreement of Limited Partnership of the Highwoods

Operating Partnership with respect to certain rights of limited partners upon a change in

control

104 (8) Amendment to Amended an d Restated Agreement of Limited Partnership of the Highwoods
Operating Partnership with r espect to Series B Preferred Units

10.5 9) Amendment to Amended an d Restated Agreement of Limited Partnership of the Highwoods

Operating Pa

rtnership with respect to Series D Preferred Units
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EX. FN Description
10.6 (10) Form of Regis tration Rights and Lockup Agreement among the Regis trant and the Holders
named therein , which agreement is signed by all Common Unit hold ers
10.7 (10) Articles of | ncorporation of Highwoods Services, Inc.
10.8 (10) Bylaws of Hig hwoods Services, Inc.
10.9 (11)(12) Amended and R estated 1994 Stock Option Plan of the Registrant
10.10 (5)(12) 1997 Performa nce Award Plan of the Registrant
10.11 (5)(12) 1997 Unit Opt ion Plan of the Highwoods Operating Partnership
10.12(a) (10)(12) Employment A greement between the Registrant and the Highwoods O perating Partnership
and John L. T urner
10.12(b) (13)(12) Employment A greement between the Registrant and the Highwoods O perating Partnership
and John W. E akin
10.12(c) (14)(12) Employment A greement between the Registrant and the Highwoods O perating Partnership
and Gene H. A nderson
10.12(d) (5)(12) Employment A greement between the Registrant and the Highwoods O perating Partnership
and James R. Heistand
10.13(a) (5)(12) Execu tive Supplemental Employment Agreement between the Registrant and
Ronald P. Gib son
10.13(b) (5)(12) Executive Sup plemental Employment Agreement between the Registra nt and John L. Turner
10.13(c) (5)(12) Executive Supplemental Employment Agreement between the Regi strant and Edward
J. Fritsch
10.13(d) (5)(12) Executive Supplemental Employment Agreement between the Regi strant and Carman
J. Liuzzo
10.13(e) (5)(12) Executiv e Supplemental Employment Agreement between the Reg istrant and Mack
D. Pridgen, | 1l
10.14 (15) Form of wa rrants to purchase Highwoods Common issued to John L. Turner, William
T. Wilson Ill and John E. Reece Il
10.15 (13) Form of w arrants to purchase Highwoods Common issued to W. B rian Reames, John
W. Eakin and Thomas S. Smith
10.16 (5) Form of warra nts to purchase Highwoods Common issued to James R. Heistand and certain
other shareho Iders of Associated Capital Properties, Inc.
21 (5) Schedule of s ubsidiaries of the Registrant
23.1 Consent of Al ston & Bird LLP (included in Exhibits 5 and 8.3)
23.2 Consent of Bl ackwell Sanders Peper Martin LLP (included in Exhib it 8.1)
23.3 Consent of Er nst & Young LLP
23.4 Consent of Co opers & Lybrand LLP
235 Consent of Mo rgan Stanley & Co. Incorporated
23.6 Consent of KP MG Peat Marwick LLP
24 Power of atto rney (included on signature page)

(1) Included as Appendix A to the Proxy StatementpPectus contained herein.

(2) Filed as part of the Registrant's Current ReporForm 8-K dated September 25, 1997 and ameyladticles supplementary filed as part
of the Registrant's Current Report on Form 8-K d&@etober 4, 1997 and articles supplementary fieg@art of the Registrant's Current
Report on Form 8-K dated April 20, 1998, each ofahtis incorporated herein by reference.

(3) Filed as part of Registration Statement No78952 with the Securities and Exchange Commissaighirgcorporated herein by reference.
(4) Filed as part of the Registrant's Current Repor-orm 8-K dated October 4, 1997 and incorpadratrein by reference.
(5) Filed as part of the Registrant's Annual ReparForm 10-K for the year ended December 31, ElZincorporated herein by reference.
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(6) Filed as a part of the Registrant's Currentd®epn Form 8-K dated February 12, 1997 and incateal herein by reference.

(7) Filed as a part of the Highwoods Operating iaghip's Quarterly Report on Form 10-Q for thergpaended June 30, 1997 and
incorporated herein by reference.

(8) Filed as a part of the Registrant's Currentdepn Form 8-K dated September 25, 1997 and irwwatpd herein by reference.
(9) Filed as a part of the Registrant's Currentd®epn Form 8-K dated April 20, 1998 and incorpethherein by reference.

(10) Filed as a part of the Registrant's Annuald®epn Form 10-K for the year ended December 325J#hd incorporated herein by
reference.

(11) Filed as a part of the Registrant's proxyestent on Schedule 14A relating to the 1997 Annuaétihg of Stockholders.

(12) Management contract or compensatory plan.

(13) Filed as a part of the Registrant's CurrergdRieon Form 8-K dated April 1, 1996 and incorpethherein by reference.

(14) Filed as a part of the Registrant's CurremidReon Form 8-K dated January 9, 1997 and incatgdrherein by reference.

(15) Filed as part of Registration Statement Ne88364 with the Securities and Exchange Commisai@hincorporated herein by reference.
The Registrant will provide copies of any exhibipon written request, at a cost of $.05 per page.

ITEM 22. Undertakings

(&) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers alaes 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, individuallyioithe aggregate, represent a fundamental chanpe 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
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 reqgedf 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-péfective amendment shall be deemed to
be a new registration statement relating to thersies offered therein, and the offering of suebgities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a 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
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registration statement relating to the securitiésred therein, and the offering of such securitiethat time shall be deemed 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 provisiongtherwise, the registrant has been advised thaeimpinion of the Commission such
indemnification is against public policy as expegb the Securities Act and is, therefore, unerdable. In the event that a claim for
indemnification against such liabilities (otherrnithe payment by the registrant of expenses indwreaid by a director, officer or
controlling person of the registrant in the sucfidstefense of any action, suit or proceeding)siseated by such director, officer or controll
person in connection with the securities beingsteged, the registrant will, unless in the opinibiits counsel the matter has been settled by
controlling precedent, submit to a court of appiaterjurisdiction the question whether such inddinaiion by it is against public policy as
expressed in the Securities Act and will be goveimethe final adjudication of such issue.

(d) The undersigned registrant hereby undertakessipond to requests for information that is inocoaped by reference into the prospectus
pursuant to Iltems 4, 10(b), 11, or 13 of Form 84thin one business day of receipt of such requasl,to send the incorporated documents
by first class mail or other equally prompt meartss includes information contained in documenedfisubsequent to the effective date of
the registration statement through the date ofaeding to the request.

(e) The undersigned registrant hereby undertakesgply by means of a post-effective amendmennfdimation concerning a transaction,
and the company being acquired involved thereit, Was not the subject of and included in the teggisn statement when it became
effective.

(f) The undersigned registrant hereby undertakdslsvs: that prior to any public reoffering ofdtsecurities registered hereunder through
use of a prospectus which is a part of this regfistn statement, by any person or party who is @éektm be an underwriter within the mear
of Rule 145(c), the issuer undertakes that suctier@og prospectus will contain the information leal for by the applicable registration form
with respect to the reofferings by persons who mageemed underwriters, in addition to the inforamatalled for by the other Items of the
applicable form.

(9) The registrant undertakes that every prospdattisat is filed pursuant to paragraph (f) immegdly preceding, or (ii) that purports to meet
the requirements of section 10(a)(3) of the SeiegriAct and is used in connection with an offerfigecurities subject to Rule 415, will be
filed as a part of an amendment to the registrattatement and will not be used until such amendisesffective, and that, for purposes of
determining any liability under the Securities Aeach such post-effective amendment shall be deéorteeia new registration statement
relating to the securities offered therein, anddfiering of such securities at that time shaldeemed to be the initial bona fide offering
thereof.

-4



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-4 and haydalused this registration statement to be sigmeitsdehalf by the undersigned, thereunto
duly authorized, in the City of Raleigh, State afrth Carolina, on June 1, 1998.

HIGHWOODS PROPERTIES, INC.

By: /s/ RONALD P. 4 BSON

Ronal d P. G bson
Presi dent

KNOW ALL MEN BY THESE PRESENTS, that we, the undgred officers and directors of Highwoods Propsttlac. hereby severally
constitute Ronald P. Gibson, Carman J. Liuzzo ahdldEd J. Fritsch and each of them singly, our &mue lawful attorneys with full power to
them, and each of them singly, to sign for us anauir names in the capacities indicated belowRibgistration Statement filed herewith and
any and all amendments to said Registration Stateraed generally to do all such things in our naiaued in our capacities as officers and
directors to enable Highwoods Properties, Incatmply with the provisions of the Securities Actl&33, and all requirements of the
Securities and Exchange Commission, hereby ratjfgimd confirming our signature as they may be sidneour said attorneys, or any of
them, to said Registration Statement and any dradre@ndments thereto.

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

Name Title Date

/sl O. TEMPLE SLOAN, JR. Chairman of the Board of Directors June 1, 1998

O. Temple Sloan, Jr.

/sl RONALD P. GIBSON President, Chief Executive Officer June 1, 1998
and Directo r

Ronald P. Gibson

/s/ JOHN L. TURNER Chief Inves tment Officer and June 1, 1998
Vice Chairm an of the Board of Directors

John L. Turner

Senior Vice President and Director
James R. Heistand
/sl GENE H. ANDERSON Senior Vice President and Director June 1, 1998
Gene H. Anderson
/s/ JOHN W. EAKIN Senior Vice President and Director June 1, 1998
John W. Eakin
/sl THOMAS W. ADLER Director June 1, 1998
Thomas W. Adler
/sl WILLIAM E. GRAHAM, JR. Director June 1, 1998
William E. Graham, Jr.
/sl L. GLENN ORR, JR. Director June 1, 1998

L. Glenn Orr, Jr.
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Name Title

Date
/sl WILLIAM H. SMITH, JR. Director June 1, 1998
Willard H. Smith, Jr.
/sl STEPHEN TIMKO Director June 1, 1998
Stephen Timko
/sl WILLIAM T. WILSON, IIl Director June 1, 1998
William T. Wilson, 11l
/sl CARMAN J. LIUZZO Vice Presid ent and June 1, 1998
Carman J. Liuzzo Chief Finan cial Officer

(Principal

Accounting Officer)



Exhibit 5.1

ALSTON & BIRD LLP
3605 Glenwood Ave., Suite 310
Raleigh, North Carolina 27612

June 1, 1998

Highwoods Properties, Inc.
3100 Smoketree Court

Suite 600

Raleigh, North Carolina 27604

Ladies and Gentlemen:

This opinion is furnished in connection with thgisgration pursuant to the Securities Act of 1988amended (the "Securities Act"), of
9,860,496 shares (the "Shares") of common stockyadae $.01 per share, of Highwoods Properties, enMaryland corporation (the
"Company").

We have reviewed such documents and considerednsaitars of law and fact as we, in our professiguddgment, have deemed appropriate
to render the opinions contained herein. Where awe ltonsidered it appropriate, as to certain faetsave relied, without investigation or
analysis of any underlying data contained thengimn certificates of officers or other approprigpresentatives of the Company.

Based upon and subject to the foregoing and thkdulimitations and qualifications hereinafter eegsed, we are of the opinion that wher
Shares have been issued in accordance with the wrthe Prospectus, the Shares will be legallyedsfully paid and non-assessable shares.

The foregoing assumes that all requisite stepshwillaken to comply with the requirements of theusiies Act and applicable requirements
of state laws regulating the offer and sale of gtes.

Our opinions expressed herein are as of the datmhend we undertake no obligation to advise gloany changes in applicable law or any
other matters that may come to our attention #fieidate hereof that may affect our opinions exgaeéherein.

We hereby consent to the filing of this opinioraasExhibit to the Registration Statement and taues of our name under the caption "Legal
Matters" in the Prospectus.

Very truly yours,
ALSTON & BIRD LLP

/sl  BRAD S. MARKOFF

Brad S. Markoff, Partner



Exhibit 8.1
June 1, 1998

J. C. Nichols Company
310 Ward Parkway
Kansas City, Missouri 64112

Ladies & Gentlemen:

We have acted as counsel to J. C. Nichols Com@aogrporation organized under the laws of MissGUICN"), in connection with its
planned merger ("Merger") with and into Jackson éisiion Corp. ("Jackson"), a corporation organizeder the laws of Maryland and a
wholly-owned subsidiary of Highwoods Properties;.Jra real estate investment trust organized uthdelaws of Maryland ("Highwoods"),
pursuant to the Agreement and Plan of Merger ("Agrent"), dated as of December 22, 1997, and asdedes of April 29, 1998, by and
among Highwoods, Jackson and JCN. In our capasitoansel to JCN, our opinion has been requestibdrespect to certain of the federal
income tax consequences of the Merger and thedkitheome tax consequences to holders of JCN Conwinanexercise dissenters' rights.

For purposes of the opinion set forth below, weehaalied, with the consent of JCN and Highwoodsnuhe accuracy and completeness of
the factual statements and factual representafiish factual statements and factual represemtsitiee have neither investigated nor
verified) contained in the certificates of the offis of JCN and Highwoods to us dated May 21, 1888 May 28, 1998, respectively,
attached hereto, and have assumed that suchasegiwill be complete and accurate as of the @feedate of the Merger. Our opinion
cannot be relied upon if any of the factual stateimiand factual representations contained in th#icates of JCN and Highwoods is, or la
becomes, inaccurate.

In rendering this opinion, we have relied upondbeuracy of the Registration Statement on formfiged by Highwoods and the Proxy
Statement/Prospectus included therein (togetheox{PStatement"). We have also assumed that theadrtions contemplated by the
Agreement will be consummated in accordance théheavid as described in the Proxy Statement andttaavlerger will qualify as a
statutory merger under the applicable laws of Marglland Missouri. All capitalized terms used hevethout definition shall have the
respective meanings specified in the Agreementuatess otherwise specified, all section refereegsin are to the Internal Revenue Code
of 1986 ("Code").

On the basis of the foregoing and our consideraifauch other matters of fact and law as we haesreed necessary or appropriate, it is our
opinion, under presently applicable federal incdaanelaw, that, with respect to Highwoods, JCN aack3don:

(i) Each of Highwoods and JCN will be a party teearganization within the meaning of Section 36&(the Code.
(i) No gain or loss will be recognized by Highwaodr JCN as a consequence of the Merger.

With respect to holders of JCN Common, their paguliffering individual situations make it impracal to address all of the possible federal
income tax consequences of the Merger. Thus, we heade no attempt to comment on the federal indasneonsequences to holders of
JCN Common who:

(i) Are subject to special tax rules, such as dsatesecurities, mutual funds, insurance compafiiegncial institutions or taexempt entitie:
(il) Do not hold their JCN Common as capital assets

(iii) Immediately prior to the Merger own sharesHifhwoods Common;

(iv) Received their JCN Common upon the exercisengployee stock options or otherwise as compemsatio

(v) For federal income tax purposes:

(a) Have attributed to them JCN Common or HighwoBdsimon owned by family members or related entities

(b) Are nor-resident alien individuals, foreign corporatior@glign partnerships or foreign estates or trt



(c) Are required to recognize unrealized gainslasdes at the end of each taxable year under atoariarket system.
(d) Hold their JCN Common as part of a "straddle"amnversion transaction".

Except with respect to the foregoing special situnest, it is our opinion, under presently applicafgléeral income tax law, that the material
federal income tax consequences with respect tsideration to be received in the Merger by JCN &haiders and by JCN Shareholders
exercising dissenters' rights are set forth below:

(i) The JCN Shareholders will recognize no gaitoss upon their exchange of JCN Common solelyfiaress of Highwoods Common.

(i) If a JCN Shareholder receives both cash arghttbods Common as a result of the Merger, then @aihnot loss) will be recognized, but
not in an amount in excess of the amount of caskived. The general rule is that any such gainbeltreated as capital gain, but if the
exchange has the effect of the distribution ofvédgind, then the amount of gain recognized thabtsn excess of the JCN Shareholder's
ratable share of the undistributed earnings anfitpiaf JCN will be treated as a dividend, rathwart capital gain. The determination of
whether the exchange has the effect of the digtabwf a dividend will be made on a shareholdesbgreholder basis. Any such gain will
generally be treated as capital gain if, viewed asdemption of Highwoods Common, such redemptiouldvhave qualified as being
"substantially disproportionate" under

Section 302(b)(2) of the Code. The substantialbpabportionate test is applied by assuming thag@i Shareholder had received
Highwoods Common instead of cash and such Highw@msmon was redeemed immediately after the Mefiger.substantially
disproportionate test will be met if after the saation the JCN Shareholder will own less thag fiigrcent (50%) of all Highwoods Common
and if his or her percentage ownership of HighwoBdsimon after the transaction is less than eigbtggnt (80%) of what his or her
percentage ownership of Highwoods Common would teen if no Cash Elections had been made by JCkeBblders in connection with
the Merger.

(iii) The basis of the Highwoods Common receivecelagh JCN Shareholder (including fractional shandgiébe the same as the basis of a
the shares of JCN Common Stock owned by such shlalesh decreased by the amount of cash receiveditly shareholder, increased by
amount that is treated as a dividend and furthereased by any amount of capital gain which isgatzed by such shareholder because @
Merger.

(iv) The holding period of the Highwoods Commonaieed by a JCN Shareholder will include the pedadng which the JCN Common
surrendered in exchange therefor was held.

(v) If a JCN Shareholder receives solely cash tharge for shares of JCN Common either because eifation to receive cash in the
Merger or because of the exercise of any righigeet to the Merger, such Shareholder will recoggiain or loss measured by the differe
between the amount of cash received and the adjbstEs of the JCN Common surrendered.

(vi) A JCN Shareholder who receives cash in thegdem lieu of a fractional share interest in Higlndds Common will be treated as having
received cash in redemption of such fractionalelivaterest which should generally result in capgiih or loss equal to the difference
between the amount of cash received and the pasfisnch JCN Shareholder's adjusted basis in theestof JCN Common allocable to the
fractional share interest.

The opinions expressed herein are based uponrexitttutory, regulatory and judicial authorityyar which may be changed at any time
with retroactive effect.

We hereby consent to the filing of this opinioraasexhibit to the Registration Statement filed bghwoods and to the reference to our firm
under the caption "Legal Matters" in the Proxy &ta¢nt/Prospectus included therein.

Very truly yours,

/sl BLACKWELL SANDERS PEPER MARTI N LLP

Bl ackwel | Sanders Peper Martin LLP



HIGHWOODS PROPERTIES, INC.
OFFICER'S CERTIFICATE

Reference is hereby made to that certain AgreearahPlan of Merger (the "Agreement") made and edterto as of December 22, 1997,
which sets forth the terms and conditions of thegae(the "Merger") of J.C. Nichols Company ("JCNA)corporation organized under the
laws of Missouri, with and into Jackson AcquisitiGorp. ("Merger Sub"), a corporation organized urtte laws of Maryland and a wholly-
owned subsidiary of Highwoods Properties, Inc. §Woods"), a corporation organized under the lafidaryland. Capitalized terms used
herein without definition shall have the respectiveanings specified in the Agreement, and unldssraise specified, all section references
herein are to the Internal Revenue Code of 1986nsnded (the "Code").

The undersigned hereby certifies that he is a dlgdgted officer of Highwoods and in such capacég hccess to and knowledge of the
information contained herein, and that each offttlewing facts and representations are true, aby@nd complete, in all material respects,
on the date hereof, and such facts and represmmtaiiill be true, correct, and complete, in all en@l respects, on the effective date of the
Merger (the "Effective Time"). The undersigned ffgnt certifies that he has reviewed the Registrefimtement on Form S-4 filed by
Highwoods and the Proxy Statement/Prospectus ieditiderein (together, the "Proxy Statement"), iy informed with respect to the
Merger, that all facts set forth in the Proxy Stagat are true and accurate, and that the propasiehsdescribed in the Proxy Statement will
be consummated as described therein. The undedsigndehalf of Highwoods, submits this certificaddoe relied upon by Alston & Bird
LLP and Blackwell Sanders Matheny Weary & LombardP in delivering their respective tax opinions lviespect to the tax consequences
of the Merger.

1. The fair market value of the Highwoods CommaocEtand other consideration received by each shitehof JCN will be approximately
equal to the fair market value of the JCN Commarctissurrendered in exchange therefor.

2. Taking into account shares of JCN Common Stacka&nged for cash or other property in the Merger @ash received in lieu of fractional
shares of Highwoods Common Stock, holders of thstanding shares of JCN Common Stock immediatety po the Effective Time will
receive in the Merger an amount of Highwoods Comi@atmtk with a value as of the Effective Time edoadt least fifty percent (50%) of t
total value of all shares of JCN Common Stock auiding immediately prior to the Effective Time. Furposes of this representation, sh.
of JCN Common Stock held by former holders who ireceash pursuant to the exercise of their rightsppraisal shall be treated as
outstanding immediately prior to the Effective Time

3. Neither Highwoods nor Merger Sub has any plaintention to sell, transfer or otherwise dispokary of the assets of JCN acquired in
Merger, except for (i) dispositions made in theiady course of business, and (ii) a transfer imiatetyy after the Merger by Merger Sub of
all of the assets of JCN acquired in the Mergez (tfCN assets") to Highwoods pursuant to the mesfybterger Sub with and into
Highwoods, which merger qualifies as a statutorygeeunder Maryland law, followed immediately bgantribution by Highwoods of the
JCN assets to Highwoods/Forsyth Limited Partnershidorth Carolina limited partnership (the "Highvds Operating Partnership") in
exchange for the number of the common partnersitgpests in the Highwoods Operating Partnership '@ommon Units") equal to (a) the
number of shares of Highwoods Common Stock issni¢lde Merger and (b) the number of Common Unitsioled by dividing the cash
component of the Merger consideration by the value share of Highwoods Common Stock as of thediiffe Time.

4. Following the Merger, either Highwoods, MergebSor the Highwoods Operating Partnership will askeast forty percent (40%) of
JCN's historic assets in a business.

5. Highwoods owns a 33.33% or greater interedténHighwoods Operating Partnership.
6. Highwoods and Merger Sub have paid and will th&yr respective expenses, if any, incurred in eation with the merger.

7. There is no intercorporate indebtedness exiftétggeen JCN and Highwoods or between JCN and Mé&nge that was issued, acquired, or
will be settled at a discount.

8. None of the compensation received by any shadehemployees of JCN will be separate considendtio, or allocable to, any of their
shares of JCN Common Stock; none of the sharesghiwdods Common Stock received by any shareholdgrieyees will be separate
consideration for, or allocable to, any employmagreement; and the compensation paid to any shderkemployees of JCN will be for
services actually rendered, or to be rendered,lbarse under certain change in control agreemémit arise out of an employment
relationship between JCN and the shareholder-erapiywhich change in control agreements are mtlyedescribed in the Proxy
Statement/Prospectus filed by JCN in connectioh e Merger



9. Merger Sub is not an investment company. Fopgaes hereof, an "investment company" is a corjporghat is a regulated investment
company, a real estate investment trust, or a catipo fifty percent (50%) or more of the valuevdiose total assets are stock and securities
and eighty percent (80%) or more of the value obsehtotal assets are assets held for investmemtakmng the fifty percent (50%) and eig|
percent (80%) determinations under the precedintesee, stock and securities in any subsidiaryaratjpn shall be disregarded and the
parent corporation shall be deemed to own its hatsitiare of the subsidiary's assets, and a coiporstiall be considered a subsidiary if
parent owns fifty percent (50%) or more of the coretl voting power of all classes of stock entitiedote or fifty percent (50%) or more of
the total value of shares of all classes of stadktanding.

10. Although Highwoods is an investment companghiioods meets the requirements of Section 368(&)fd) of the Code in that it is an
real estate investment trust.

11. None of (i) Highwoods, (ii) any member of Highods' affiliated group as defined in Section 150the Code without regard to Section
1504(b) of the Code (including but not limited teiMer Sub) (iii) any corporation in which at lefifyy percent (50%) of the total combined
voting power of all classes of stock entitled tdevor at least fifty percent (50%) of the valueatifclasses of stock is owned directly or
indirectly by Highwoods, or (iv) any entity thatti®ated as a partnership for federal income taggses and has as an owner a corporation
described in (i), (i) or (iii) of this paragraplasthe intent to, at the time of the Merger, otlshaa transaction that may be considered in
connection with the Merger, acquire or redeem ¢diyeor indirectly) any shares of Highwoods Comn&tock issued in connection with the
Merger, except for repurchases by Highwoods of allgpercentage of its stock in the open marketsasqf an ongoing stock repurchase
program not created or modified in any way in canio@ with the Merger. For purposes hereof, antguiscribed in (ii), (iii), or (iv) shall b
referred to as a Highwoods Related Party. An enmtitlybe treated as a Highwoods Related Partyefrdmquisite relationship exists
immediately before or immediately after the acdigsior redemption. In addition, an entity (othieart JCN or any JCN Related Party) will
treated as a Highwoods Related Party if the reguisiationship is created in connection with thergyer. A JCN Related Party means any
corporation in which at least fifty percent (50%}twe total combined voting power of all classestoick entitled to vote or at least fifty
percent (50%) of the value all classes of stoawised directly or indirectly by JCN.

12. None of Highwoods, Merger Sub or any other Mighds Related Party has at any time owned (directipdirectly) any JCN stock
during the three (3) year period ending at the diffe Time.

13. Merger Sub has been newly formed as a Marytangoration solely for the purpose of the Mergett ah of its stock has been since
inception wholly owned by Highwoods. Following thkerger, Merger Sub will not issue any additionadr&s of its stock to any person other
than Highwoods.

14. Following the Merger, at all times during théséence of Merger Sub, Highwoods will not sellobtherwise transfer any of the shares of
Merger Sub that it owns, other than a transferymmsto the merger of Merger Sub with and into Mighds which occurs immediately after
the Merger.

15. The payment of cash to shareholders of JCikindf fractional shares of Highwoods Common Stedknot be a separately bargained
consideration, but will be undertaken solely fag gurpose of avoiding the expense and inconveniehissuing and transferring fractional
shares, and the total cash consideration thabeipaid to the JCN's shareholders in lieu of fomai shares of Highwoods Common Stock
will represent less than one percent (1%) of th&l monsideration issued in the Merger.

16. The Agreement represents the entire understgrodiJCN, Merger Sub and Highwoods with respethéoMerger.
IN WITNESS WHEREOF, the undersigned has duly exatthis certificate this 28th day of May, 1998.
HIGHWOODS PROPERTIES, INC.

CORPORATE SEAL By: /s/ MACK D. PRIDGEN, 111

Title: Vice President and General Counsel



J.C. NICHOLS COMPANY
OFFICER'S CERTIFICATE

Reference is hereby made to that certain AgreearahPlan of Merger (the "Agreement") made and edterto as of December 22, 1997,
which sets forth the terms and conditions of thegee(the "Merger") of J.C. Nichols ("JCN"), a corption organized under the laws of
Missouri, with and into Jackson Acquisition CorfMérger Sub"), a corporation organized under theslaf Maryland and a wholly-owned
subsidiary of Highwoods Properties, Inc. ("Highwe9¢ a corporation organized under the laws of Néarg. Capitalized terms used herein
without definition shall have the respective megsispecified in the Agreement, and unless otherspseified, all section references herein
are to the Internal Revenue Code of 1986, as andeftide "Code").

The undersigned hereby certifies that he is a dldgted officer of JCN and in such capacity hagssto and knowledge of the information
contained herein, and that each of the followirgiand representations are true, correct, and levenin all material respects, on the date
hereof, and such facts and representations wiiu# correct, and complete, in all material retqean the effective date of the Merger (the
"Effective Time"). The undersigned further certifihat he has reviewed the Registration StatemreRbom S-4 filed by Highwoods and the
Proxy Statement/Prospectus included therein (tegethe "Proxy Statement"), is fully informed wisspect to the Merger, that all facts set
forth in the Proxy Statement are true and accueaate that the proposed actions described in theyF8tatement will be consummated as
described therein.The undersigned, on behalf of, ¥DNmits this certificate to be relied upon bytéis& Bird LLP and Blackwell Sanders
Matheny Weary & Lombardi LLP in delivering theirsggective tax opinions with respect to the tax cquneaces of the Merger.

1. The fair market value of the Highwoods CommaoocBtand cash received by each shareholder of J@Nevapproximately equal to the
fair market value of the JCN Common Stock surreedién exchange therefor.

2. Other than cash paid to former shareholders@€N who dissent from the Merger and perfect tligtits of appraisal, neither JCN nor
any corporation in which at least fifty percent¥&0of the total combined voting power of all classé stock entitled to vote or at least fifty
percent (50%) of the value of all classes of sisak was owned directly or indirectly by JCN ("J®&¢lated Party") has redeemed or
acquired any JCN stock prior to the Merger in agextion that may be considered in connection thithMerger, except as set forth on the
schedule attached hereto.

3. During the three (3) year period prior to thertyt, neither JCN nor any JCN Related Party dedlargaid any dividends with respect to
the outstanding JCN Common Stock.

4. The liabilities of JCN assumed in the Merger #reliabilities to which the transferred assetd@©N are subject were incurred by JCN in
the ordinary course of its business.

5. JCN and the shareholders of JCN will pay thespective expenses, if any, incurred in conneatiitim the transaction.

6. There is no intercorporate indebtedness exiftétggeen JCN and Highwoods or between JCN and Mé&ngje that was issued, acquired, or
will be settled at a discount.

7. JCN is not under the jurisdiction of a courtiinase under Title 11 of the United States Codereceivership, foreclosure, or similar
proceeding in a federal or state court.

8. The fair market value of the assets of JCN ttrémesferred in the Merger will equal or exceedgbm of the liabilities assumed in the
Merger plus the amount of the liabilities, if any which the transferred assets are subject.

9. None of the compensation received, or to beivedeby any shareholder-employees of JCN will égasate consideration for, or allocable
to, any of their shares of JCN Common Stock; ndrtheshares of Highwoods Common Stock receivedryyshareholdegmployees will b
separate consideration for, or allocable to, angleyment agreement; and the compensation paidytslaareholder-employees of JCN will
be for services actually rendered, or to be rertjened will be commensurate with amounts paid il tharties bargaining at arm's length for
similar services.

10. JCN is not an investment company. For purpok#ee foregoing, an "investment company" is a oaaion that is a regulated investment
company, a real estate investment trust, or a catipo fifty percent (50%) or more of the valuevdiose total assets are stock and securities
and eighty percent (80%) or more of the value obsehtotal assets are assets held for investmemtakmng the fifty percent (50%) and eig|
percent (80%) determinations under the precedintesee, stock and securities in any subsidiaryaraton shall be disregarded and the
parent corporation shall be deeme



own its ratable share of the subsidiary's assatbaacorporation shall be considered a subsidigheiparent owns fifty percent (50%) or m

of the combined voting power of all classes of kteutitled to vote or fifty percent (50%) or morietioe total value of shares of all classes of
stock outstanding.

11. The Agreement represents the entire understgrodiJCN, Merger Sub and Highwoods with respethéoMerger.

IN WITNESS WHEREOF, the undersigned has duly exatthis certificate this 21st day of May, 1998.

J.C. NICHOLS COMPANY

CORPORATE SEAL By: /s/ MARK A. PETERSON

Title: Chief Financial Oficer



SCHEDULE

In December, 1997, J. C. Nichols redeemed 11,848:stof common stock in connection with the exerofsa stock option for 25,000 shares
by an officer of the Company. The shares redeenmad wsed to pay income taxes on behalf of theaffic
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EXHIBIT 8.2
ALSTON&BIRD LLP

One Atlantic Center
1201 West Peachtree Stre et
Atlanta, Georgia 30309-34 24

404-881-7000
Fax: 404-881-4777
Pinney L.
AllenDirect Dial: 404-881-7000 www.alston.com

June 1, 1998
Highwoods Properties, Inc.
3100 Smoketree Court
Suite 600
Raleigh, North Carolina 27604

Ladies & Gentlemen:

We have acted as counsel to Highwoods Properties("Highwoods"), a real estate investment trlRE|T") organized under the laws of
Maryland in connection with the planned merger (erger") of J.C. Nichols Company ("JCN"), a corgtion organized under the laws of
Missouri, with and into Jackson Acquisition CorfMérger Sub"), a corporation organized under theslaf Maryland and a wholly-owned
subsidiary of Highwoods, pursuant to the Agreenagt Plan of Merger (the "Agreement"), dated as@tdinber 22, 1997, by and among
Highwoods, Merger Sub and JCN. In our capacityaamsel to Highwoods, our opinion has been requesittdrespect to certain of the
federal income tax consequences of the Merger.

For purposes of the opinion set forth below, weeh@alied, with the consent of Highwoods and JCNyruihe accuracy and completeness of
the factual statements and factual representafianiseh factual statements and factual represemtsitice have neither investigated nor
verified) contained in the certificates of the offis of Highwoods and JCN to us dated May 28, 1888 May 21, 1998, respectively,
attached hereto, and have assumed that sucheadgiwill be complete and accurate as of the iffedate of the Merger (the "Effective
Time"). Our opinion cannot be relied upon if anytlod facts contained in the certificates of théceffs of Highwoods or JCN is, or later
becomes, inaccurate.

In rendering this opinion, we have relied upondheuracy of the Registration Statement on Fornfigd by Highwoods (the "Registration
Statement”) and the Proxy Statement/Prospectusdaditherein (together, the "Proxy Statement").N&\e also assumed that the transac
contemplated by the Agreement will be consummateatcordance therewith and as described in theyPtatement and that the Merger
qualify as a statutory merger under the applicbes of Maryland and Missouri.

All capitalized terms used herein without definitishall have the respective meanings specifieddrAgreement, and unless otherwise
specified, all section references herein are t@Cihae.

On the basis of the foregoing, and our considanatfcsuch other matters of fact and law as we likesned necessary or appropriate, it is our
opinion, under presently applicable federal incaaelaw, that:

(i) The Merger will qualify as a reorganization kiit the meaning of
Section 368(a) of the Code.

(if) No gain or loss will be recognized by Highwaodr JCN as a consequence of the Merger.

The opinions expressed herein are based uponrexittutory, regulatory, and judicial authoritpyaf which may be changed at any time
with retroactive effect. Our opinion is limited tloe tax matters specifically covered herein, anchase not been asked to address, nor have
we addressed, any other tax consequences of thgeMer

Very truly yours,
ALSTON & BIRD LLP

By: /s/ PINNEY L. ALLEN

Pinney L. Allen, Partner

SA:sa

1211 East Morehead Street P. O. Drawer 34009 GterdC 2823-4009 70-331-6000 Fax: 70-334-2014



3605 Glenwood Avenue, Suite 310 P. O. Drawer 3IR&gigh, NC 27622-1107 919-420-2200 Fax: 919-881531

601 Pennsylvania Avenue, N.W.

North Building, 11th Floor
Washington, DC 20004-2601
202-756-3300

Fax: 20:-75€-3333



HIGHWOODS PROPERTIES, INC.
OFFICER'S CERTIFICATE

Reference is hereby made to that certain AgreearahPlan of Merger (the "Agreement") made and edterto as of December 22, 1997,
which sets forth the terms and conditions of thegae(the "Merger") of J.C. Nichols Company ("JCNA)corporation organized under the
laws of Missouri, with and into Jackson AcquisitiGorp. ("Merger Sub"), a corporation organized urtte laws of Maryland and a wholly-
owned subsidiary of Highwoods Properties, Inc. §Woods"), a corporation organized under the lafidaryland. Capitalized terms used
herein without definition shall have the respectiveanings specified in the Agreement, and unldssraise specified, all section references
herein are to the Internal Revenue Code of 1986nsnded (the "Code").

The undersigned hereby certifies that he is a dlgdgted officer of Highwoods and in such capacég hccess to and knowledge of the
information contained herein, and that each offttlewing facts and representations are true, aby@nd complete, in all material respects,
on the date hereof, and such facts and represmmtaiiill be true, correct, and complete, in all en@l respects, on the effective date of the
Merger (the "Effective Time"). The undersigned ffgnt certifies that he has reviewed the Registrefimtement on Form S-4 filed by
Highwoods and the Proxy Statement/Prospectus ieditiderein (together, the "Proxy Statement"), iy informed with respect to the
Merger, that all facts set forth in the Proxy Stagat are true and accurate, and that the propasiehsdescribed in the Proxy Statement will
be consummated as described therein. The undedsigndehalf of Highwoods, submits this certificaddoe relied upon by Alston & Bird
LLP and Blackwell Sanders Matheny Weary & LombardP in delivering their respective tax opinions lviespect to the tax consequences
of the Merger.

1. The fair market value of the Highwoods CommaocEtand other consideration received by each shitehof JCN will be approximately
equal to the fair market value of the JCN Commarctissurrendered in exchange therefor.

2. Taking into account shares of JCN Common Stacka&nged for cash or other property in the Merger @ash received in lieu of fractional
shares of Highwoods Common Stock, holders of thstanding shares of JCN Common Stock immediatety po the Effective Time will
receive in the Merger an amount of Highwoods Comi@atmtk with a value as of the Effective Time edoadt least fifty percent (50%) of t
total value of all shares of JCN Common Stock auiding immediately prior to the Effective Time. Furposes of this representation, sh.
of JCN Common Stock held by former holders who ireceash pursuant to the exercise of their rightsppraisal shall be treated as
outstanding immediately prior to the Effective Time

3. Neither Highwoods nor Merger Sub has any plaintention to sell, transfer or otherwise dispokary of the assets of JCN acquired in
Merger, except for (i) dispositions made in theiady course of business, and (ii) a transfer imiatetyy after the Merger by Merger Sub of
all of the assets of JCN acquired in the Mergez (tfCN assets") to Highwoods pursuant to the mesfybterger Sub with and into
Highwoods, which merger qualifies as a statutorygeeunder Maryland law, followed immediately bgantribution by Highwoods of the
JCN assets to Highwoods/Forsyth Limited Partnershidorth Carolina limited partnership (the "Highvds Operating Partnership") in
exchange for the number of the common partnersitgpests in the Highwoods Operating Partnership '@ommon Units") equal to (a) the
number of shares of Highwoods Common Stock issni¢lde Merger and (b) the number of Common Unitsioled by dividing the cash
component of the Merger consideration by the value share of Highwoods Common Stock as of thediiffe Time.

4. Following the Merger, either Highwoods, MergebSor the Highwoods Operating Partnership will askeast forty percent (40%) of
JCN's historic assets in a business.

5. Highwoods owns a 33.33% or greater interedténHighwoods Operating Partnership.
6. Highwoods and Merger Sub have paid and will th&yr respective expenses, if any, incurred in eation with the merger.

7. There is no intercorporate indebtedness exiftétggeen JCN and Highwoods or between JCN and Mé&nge that was issued, acquired, or
will be settled at a discount.

8. None of the compensation received by any shadehemployees of JCN will be separate considendtio, or allocable to, any of their
shares of JCN Common Stock; none of the sharesghiwdods Common Stock received by any shareholdgrieyees will be separate
consideration for, or allocable to, any employmagreement; and the compensation paid to any shderkemployees of JCN will be for
services actually rendered, or to be rendered,lbarse under certain change in control agreemémit arise out of an employment
relationship between JCN and the shareholder-erapiywhich change in control agreements are mtlyedescribed in the Proxy
Statement/Prospectus filed by JCN in connectioh e Merger



9. Merger Sub is not an investment company. Fopgaes hereof, an "investment company" is a corjporghat is a regulated investment
company, a real estate investment trust, or a catipo fifty percent (50%) or more of the valuevdiose total assets are stock and securities
and eighty percent (80%) or more of the value obsehtotal assets are assets held for investmemtakmng the fifty percent (50%) and eig|
percent (80%) determinations under the precedintesee, stock and securities in any subsidiaryaratjpn shall be disregarded and the
parent corporation shall be deemed to own its hatsitiare of the subsidiary's assets, and a coiporstiall be considered a subsidiary if
parent owns fifty percent (50%) or more of the coretl voting power of all classes of stock entitiedote or fifty percent (50%) or more of
the total value of shares of all classes of stadktanding.

10. Although Highwoods is an investment companghiioods meets the requirements of Section 368(&)fd) of the Code in that it is an
real estate investment trust.

11. None of (i) Highwoods, (ii) any member of Highods' affiliated group as defined in Section 150the Code without regard to Section
1504(b) of the Code (including but not limited teiMer Sub) (iii) any corporation in which at lefifyy percent (50%) of the total combined
voting power of all classes of stock entitled tdevor at least fifty percent (50%) of the valueatifclasses of stock is owned directly or
indirectly by Highwoods, or (iv) any entity thatti®ated as a partnership for federal income taggses and has as an owner a corporation
described in (i), (i) or (iii) of this paragraplasthe intent to, at the time of the Merger, otlshaa transaction that may be considered in
connection with the Merger, acquire or redeem ¢diyeor indirectly) any shares of Highwoods Comn&tock issued in connection with the
Merger, except for repurchases by Highwoods of allgpercentage of its stock in the open marketsasqf an ongoing stock repurchase
program not created or modified in any way in canio@ with the Merger. For purposes hereof, antguiscribed in (ii), (iii), or (iv) shall b
referred to as a Highwoods Related Party. An enmtitlybe treated as a Highwoods Related Partyefrdmquisite relationship exists
immediately before or immediately after thequisition or redemption. In addition, an entityher than JCN or any JCN Related Party) wil
treated as a Highwoods Related Party if the reguisiationship is created in connection with thergyer. A JCN Related Party means any
corporation in which at least fifty percent (50%}twe total combined voting power of all classestoick entitled to vote or at least fifty
percent (50%) of the value all classes of stoawised directly or indirectly by JCN.

12. None of Highwoods, Merger Sub or any other Mighds Related Party has at any time owned (directipdirectly) any JCN stock
during the three (3) year period ending at the diffe Time.

13. Merger Sub has been newly formed as a Marytangoration solely for the purpose of the Mergett ah of its stock has been since
inception wholly owned by Highwoods. Following thkerger, Merger Sub will not issue any additionadr&s of its stock to any person other
than Highwoods.

14. Following the Merger, at all times during théséence of Merger Sub, Highwoods will not sellobtherwise transfer any of the shares of
Merger Sub that it owns, other than a transferymmsto the merger of Merger Sub with and into Mighds which occurs immediately after
the Merger.

15. The payment of cash to shareholders of JCikindf fractional shares of Highwoods Common Stedknot be a separately bargained
consideration, but will be undertaken solely fag gurpose of avoiding the expense and inconveniehissuing and transferring fractional
shares, and the total cash consideration thabeipaid to the JCN's shareholders in lieu of fomai shares of Highwoods Common Stock
will represent less than one percent (1%) of th&l monsideration issued in the Merger.

16. The Agreement represents the entire understgrodiJCN, Merger Sub and Highwoods with respethéoMerger.
IN WITNESS WHEREOF, the undersigned has duly exatthis certificate this 28th day of May, 1998.
HIGHWOODS PROPERTIES, INC.

CORPORATE SEAL By: /s/ MACK D. PRIDGEN, 111

Title: Vice President and General Counsel



J.C. NICHOLS COMPANY
OFFICER'S CERTIFICATE

Reference is hereby made to that certain AgreearahPlan of Merger (the "Agreement") made and edterto as of December 22, 1997,
which sets forth the terms and conditions of thegee(the "Merger") of J.C. Nichols ("JCN"), a corption organized under the laws of
Missouri, with and into Jackson Acquisition CorfMérger Sub"), a corporation organized under theslaf Maryland and a wholly-owned
subsidiary of Highwoods Properties, Inc. ("Highwe9¢ a corporation organized under the laws of Néarg. Capitalized terms used herein
without definition shall have the respective megsispecified in the Agreement, and unless otherspseified, all section references herein
are to the Internal Revenue Code of 1986, as andeftide "Code").

The undersigned hereby certifies that he is a dldgted officer of JCN and in such capacity hagssto and knowledge of the information
contained herein, and that each of the followirgiand representations are true, correct, and levenin all material respects, on the date
hereof, and such facts and representations wiiu# correct, and complete, in all material retqean the effective date of the Merger (the
"Effective Time"). The undersigned further certifihat he has reviewed the Registration StatemreRbom S-4 filed by Highwoods and the
Proxy Statement/Prospectus included therein (tegethe "Proxy Statement"), is fully informed wisspect to the Merger, that all facts set
forth in the Proxy Statement are true and accueaate that the proposed actions described in theyF8tatement will be consummated as
described therein. The undersigned, on behalf df, ¥0bmits this certificate to be relied upon bgtah & Bird LLP and Blackwell Sanders
Matheny Weary & Lombardi LLP in delivering theirsggective tax opinions with respect to the tax cquneaces of the Merger.

1. The fair market value of the Highwoods CommaoocBtand cash received by each shareholder of J@Nevapproximately equal to the
fair market value of the JCN Common Stock surreedién exchange therefor.

2. Other than cash paid to former shareholders@€N who dissent from the Merger and perfect tligtits of appraisal, neither JCN nor
any corporation in which at least fifty percent¥&0of the total combined voting power of all classé stock entitled to vote or at least fifty
percent (50%) of the value of all classes of sisak was owned directly or indirectly by JCN ("J®&¢lated Party") has redeemed or
acquired any JCN stock prior to the Merger in agextion that may be considered in connection thithMerger, except as set forth on the
schedule attached hereto.

3. During the three (3) year period prior to thertyt, neither JCN nor any JCN Related Party dedlargaid any dividends with respect to
the outstanding JCN Common Stock.

4. The liabilities of JCN assumed in the Merger #reliabilities to which the transferred assetd@©N are subject were incurred by JCN in
the ordinary course of its business.

5. JCN and the shareholders of JCN will pay thespective expenses, if any, incurred in conneatiitim the transaction.

6. There is no intercorporate indebtedness exiftétggeen JCN and Highwoods or between JCN and Mé&ngje that was issued, acquired, or
will be settled at a discount.

7. JCN is not under the jurisdiction of a courtiinase under Title 11 of the United States Codereceivership, foreclosure, or similar
proceeding in a federal or state court.

8. The fair market value of the assets of JCN ttrémesferred in the Merger will equal or exceedgbm of the liabilities assumed in the
Merger plus the amount of the liabilities, if any which the transferred assets are subject.

9. None of the compensation received, or to beivedeby any shareholder-employees of JCN will égasate consideration for, or allocable
to, any of their shares of JCN Common Stock; ndrtheshares of Highwoods Common Stock receivedryyshareholdegmployees will b
separate consideration for, or allocable to, angleyment agreement; and the compensation paidytslaareholder-employees of JCN will
be for services actually rendered, or to be rertjened will be commensurate with amounts paid il tharties bargaining at arm's length for
similar services.

10. JCN is not an investment company. For purpok#ee foregoing, an "investment company" is a oaaion that is a regulated investment
company, a real estate investment trust, or a catipo fifty percent (50%) or more of the valuevdiose total assets are stock and securities
and eighty percent (80%) or more of the value obsehtotal assets are assets held for investmemtakmng the fifty percent (50%) and eig|
percent (80%) determinations under the precedintesee, stock and securities in any subsidiaryaraton shall be disregarded and the
parent corporation shall be deeme



own its ratable share of the subsidiary's assatbaacorporation shall be considered a subsidigheiparent owns fifty percent (50%) or m

of the combined voting power of all classes of kteutitled to vote or fifty percent (50%) or morietioe total value of shares of all classes of
stock outstanding.

11. The Agreement represents the entire understgrodiJCN, Merger Sub and Highwoods with respethéoMerger.
IN WITNESS WHEREOF, the undersigned has duly exatthis certificate this 21st day of May, 1998.

J.C. NICHOLS COMPANY

CORPORATE SEAL /sl Mark A. Peterson
R
Mark A. Peterson
Name: ------------- e
Chi ef Financial Oficer
Title: ---mmm e



SCHEDULE

In December 1997, J. C. Nichols redeemed 11,84& sl common stock in connection with the exerofse stock option for 25,000 shares
by an officer of the Company. The shares redeenmad wsed to pay income taxes on behalf of theaffic
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Exhibit 8.3

ALSTON & BIRD LLP

One Atlantic Center
1201 West Peachtree Street
Atlanta, Georgia 30309-3424

404-881-7000
Fax: 404-881-4777
www.alston.com

Pinney L. Allen Direct Dial: 404-881-7485

June 1, 1998

Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600

Raleigh, North Carolina 27604

Ladies and Gentlemen:

In connection with the Form S-4, File No. 333- jrathe form filed on June 1, 1998, relating to phenned merger of J.C. Nichols Company,
a corporation organized under the laws of Missawith and into Jackson Acquisition Corp., a corpioraorganized under the laws of
Maryland and a wholly-owned subsidiary of Highwodtsperties, Inc. (the "Company"), (the "RegistmatStatement"), you have requested
our opinion concerning certain of the federal ineatlaxx consequences to the Company of its eleatitve taxed as a real estate investment
trust ("REIT") under Sections 856 through 860 & thternal Revenue Code of 1986, as amended (thae'(.

This opinion is based solely on various facts audufal assumptions as set forth in the Registr&tatement and is conditioned upon certain
representations made by the Company as to factatér through certificates of officers of the Camy (the "Officers' Certificates")
attached hereto and made a part hereof. We have nwmathdependent inquiry as to the factual magetdorth herein. In addition, we have
examined no documents other than the RegistrataeiBent for purposes of this opinion and, therefour opinion is limited to matters
determined through an examination of such documedthe factual matters set forth in the Offic@ertificates.

In rendering the opinions set forth herein, we hassumed the authenticity of all documents subchttieus as originals, the genuineness of
all signatures thereon, the legal capacity of rmdtoersons 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 silbjansaction 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.

1211 East Morehead Street 3605 Glenwood Avenue 601 Pennsylvania Avenue, N.W.
P.O. Drawer 34009 P.O. Drawer 31107 North Building, Suite 250
Charlotte, NC 28234-4009 Raleigh, NC 27622-110 7 Washington, DC 20004-2601
704-334-2014 9190420-2200 202-508-3300

Fax: 704-334-2014 Fax: 919-881-3175 Fax: 202-508-3333



Based solely on the facts in the Registration &tate and the facts set forth in the Officers' Giedtes, we are of the opinion that the
Company has been organized and has operated iarodtyf with the requirements for qualification atakation as a REIT under the Code

its taxable years ended December 31, 1994 thro@gi, and that the Company is in a position to camiits qualification and taxation as a
REIT within the definition of

Section 856(a) of the Code for the taxable yeanlilhend December 31, 1998. With respect to 1988 note that the Company's status as a
REIT at any time during such year is dependent,ranather things, upon the Company meeting the remquénts of Sections 856 through ¢

of the Code throughout the year and for the year\abole. Accordingly, because the Company's satfiisin of such requirements will depe
upon future events, including the precise termsamtlitions of proposed transactions, the fina¢deination of operational results, and the
effect of certain provisions contained in the Riesi's Budget Proposal for the Fiscal Year 199¢herCompany's REIT status, it is not
possible to assure that the Company will satisgyréquirements to be a REIT during the taxable trestrwill 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 provisjaegulations promulgated thereunder and intepoas thereof by the Internal Revenue
Service and the courts having jurisdiction overhsmmatters, all of which are subject to change eitinespectively or retroactively. Also, any
variation or difference in the facts from thosefeeth in the Registration Statement or in the €Hfs' Certificates may affect the opinions
stated herein.

This opinion is limited to the specific matters eoed hereby and should not be interpreted to irtiay the undersigned has offered its
opinion on any other matter. We hereby consertigditing of this opinion as an exhibit to the Regation Statement and to the use of our
name under the caption "Legal Matters" in the Regfion Statement.

Very truly yours,

By: /s/ PINNEY L. ALLEN

Pinney L. Allen

PLA:MMH



CERTIFICATE

I, CARMAN J. LIUZZO, in my capacity as Vice-PresitteChief Financial Officer, and Treasurer of Higlods Properties, Inc. (the
"Company"), do hereby certify, to the best of mpwtedge and belief after making appropriate ingsitivith respect to all matters set forth
below, as follows:

1. That | am a Vice-President, Chief Financial &dfi and Treasurer of the Company;
2. That in such capacity, | have access to relemémtmation regarding each of the factual mattatsforth below;

3. That for purposes of this Certificate, "Registna Statement” means the Form S-4, File No. 333-in the form filed on June 1, 1998,
relating to the planned merger of J.C. Nichols Canyp a corporation organized under the laws of Misis with and into Jackson Acquisiti
Corp., a corporation organized under the laws ofyidad and a wholly-owned subsidiary of the Company

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

5. That the Company will undertake to advise yoarof change in the representations made heresoftong as the Registration Statement
referred to above remains in effect.

The foregoing Certification is provided to Alstoniird LLP in connection with rendering an opini@ygarding the qualification of the
Company as a real estate investment trust and wtayenrelied upon for any other purpose or by ahgioparty. It is understood that such
opinion is limited to the factual matters revegbersuant hereto and other materials provided to thied that to the extent required, | have
asked questions of the appropriate individualsotafion the foregoing answers, and to the best okmywledge and belief such answers are
true, correct, and complete and in no way are iaisiey.

June 1, 1998

/sl CARMAN J. LI UZZO

CARMAN J. LI UZZO

Vi ce-President, Chief Financial
O ficer, and Treasurer

H ghwoods Properties, Inc.



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 Geuwifghe Company and | am licensed to practiceitathe 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., Highwoods/Florida Holdings, L.Rngfas Northside Partners, Ltd., Interstate Bussrieark, Ltd., Pinellas Bay Vista Partners,
Ltd., Pinellas Pinebrook Partners, Ltd., Downtowea®@water Tower, Ltd., BDBP, Ltd., Cross Bayou,.L&thd SISBROS, Ltd., collectively;

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

(c) "Easton-Babcock Transaction" means the proptrsedaction that will occur pursuant to (1) thesiéa Acquisition Agreement, dated
February 9, 1998, by and among Highwoods Propeities Highwoods/Forysth Limited Partnership, Beston-Babcock Partnerships (as
defined in the Agreement), the Easton-Babcock Qatpms (as defined in the Agreement), Calvin Hb&=k, and Edward W. Easton, and
(2) the Contribution and Exchange Agreement, detdgtuary 9, 1998, by and between Highwoods/Folystlited Partnership and
International Place Associates IV, Ltd.;

(d) "Foreclosure Property" means real propertyl(iding interests in real property), and any perspnaperty incident to such real property,
acquired by the real estate investment trust aswtrof 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 défaak imminent) on a lease of such
property or on an indebtedness that such propedyrsd;

(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 more than 35% ofaked tombined voting power of whose stock (or 35%he total shares of all classes of
whose stock), or, if such person is not a corpomatinot more than 35% of the interest in whosetassenet profits is owned, directly or
indirectly, by one or more persons owning 35% oreraf the shares in the REIT;

(9) "J.C. Nichols Transaction" means the proposedyer of J.C. Nichols Company with and into Jack&oquisition Corp., a wholly-owned
subsidiary of the Company, that will be consummatecuant to the terms and conditions set fortihénAgreement and Plan of Merger,
dated December 22, 1997, by and among HighwoodseRres, Inc., Jackson Acquisition Corp., and Jichols Company;

(h) "Operating Partnership" means Highwoods/For&ythited Partnership, a North Carolina partnergfisvhich the Company is the sole
general partner with an approximate 83% ownersitgrést, including a 1% general partnership inteard an 82% limited partnership
interest, and various others (including officerd directors of the Company) are the remaining Behipartners with an approximate 17%
aggregate interest;

(i) "Operating Partnership Agreement" means thetEBmended and Restated Agreement of Limited Pesthige of Highwoods/Forsyth
Limited Partnership, dated June 14, 1994, as anaggnde

(j) "Prohibited Transaction" means a sale or otlisposition 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

(k) "Qualified REIT Subsidiary" means (1) any corgtion in which a real estate investment trust avsteck during any taxable year ended
on or before December 31, 1997, if 100% of thekstdcsuch 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;



() "Real Estate Assets" means real property (idiclg interests in real property and interests imtgages on real property) and shares (or
transferable certificates of beneficial intereatpther entities qualifying to be taxed as readtesinvestment trusts;

(m) "Registration Statement" means the Form S{4,¥o. 333-, as in the form filed on June 1, 19@&ting to the planned merger of J.C.
Nichols Company, a corporation organized undetates of Missouri, with and into Jackson AcquisitiGorp., a corporation organized un
the laws of Maryland and a wholly-owned subsidiafyhe Company;

(n) "REIT" means a real estate investment trust;

(o) "REIT Election" means an election to be taxe@&REIT under Code
Section 856(c)(1); and

(p) "Service" means the Internal Revenue Service;

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 eacheofaxable years ended December 31,
1994, through December 31, 1997, and through tteefdaeof; and that | have no reason to believiestingh representations will not continue
to be true for the taxable year that will end Deben81, 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 repegafsmg 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 Compaay&able years ended December 31, 1994, throughnilesre31, 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 | haweeason 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 matémvhich | am aware that could cause reason foceonas to whether those requirements
have been or will be satisfied;

9. That the Company filed an election to be taxed REIT with its tax return for the period endegcBmber 31, 1994, and has not taken any
action to terminate such election; that the Compaitlycontinue such election for the period endeztBmber 31, 1997, and has not taken any
action to prevent such election; that | have nsa@ado believe that the Company will not continuehselection or that it will take any action

to terminate such election for the period that wiltl December 31, 1998; and that the Company kas/esl no notification formally or
informally from the Service or any other persont #hach election may not be valid or has been red@kevithdrawn 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 inAftécles 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 corpordtigng its entire existence;

13. That the Company has not been, is not, andcheilbe (i) a bank, a mutual savings bank, a catjpyerbank, a domestic building and loan
association or other savings institution, a smadlibbess investment company operating under thel 8usiness Investment Act of 1958, or a
corporation created under state law for the purpégegomoting, maintaining, and assisting the ecopaevithin 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 madkudng the taxable year ended Decer
31, 1997, for which a REIT election will be mades maore than 50% of the value of 1



Company's outstanding stock been beneficially owmetive or fewer individuals, taking into considéipn the applicable attribution rules,
which generally apply a look-through provision &termine constructive stock ownership; and thattbmpany will take all measures within
its control to ensure that, at no time during tiet half of any taxable year for which a REIT atatwill be made will more than 50% of the
value of the Company's outstanding stock be beiadifiowned by or for five or fewer individuals;

15. That the record and beneficial ownership of@benpany has been and will be held by 100 or mersgms;

16. That at least 95% 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 derived from rental of real properhgluding rents attributable to personal propertdescribed in representation (20) below and
including charges for services customarily furnile rendered in connection with the rental of stezi property, whether or not such
charges are separately stated, but excluding reotsved from parties in which the Company owns %ore of the vote or value of equity
ownership of such party and excluding amounts veckor accrued with respect to any real or perspragerty if the Company furnishes
noncustomary services to the tenants or managgsevates such property other than through an indke contractor from which neither
Company nor the Partnership derives any form afnme; (ii) interest; (iii) gain realized upon thdesaf all or a portion of a Real Estate Asset
that is not a Prohibited Transaction; (iv) dividen{’) abatements and refunds of tax; (vi) income gain from Foreclosure Property; and
(vii) amounts for making loans by secured propsrtieto purchase or lease real property; and thavé no reason to believe that such 95%
gross income test will not continue to be met far taxable year that will end December 31, 1998;

17. That at least 75% of the gross income deriweth® Company (including the income derived throiiglownership of the Operating
Partnership and the Affiliated Partnerships) inatable years consisted of:

(i) amounts derived from rental of real properhgluding rents attributable to personal propertdescribed in representation (20) below and
including charges for services customarily furnile rendered in connection with the rental of skezi property, whether or not such
charges are separately stated, but excluding reotsved from parties in which the Company owns %hore of the vote or value of equity
ownership of such party and excluding amounts veckor accrued with respect to any real or perspragerty if the Company furnishes
noncustomary services to the tenants or managgsevates such property other than through an indke contractor from which neither
Company nor the Partnership derives any form afnme; (ii) interest on obligations secured by mag&son real property or on interests in
real property; (iii) gain realized upon the saleatfor a portion of the real property; (iv) abatams and refunds of property tax; (v) income
and gain derived from Foreclosure Property; (vipants for agreeing to make loans secured by reglgpty or to purchase or lease real
property; and (vii) gain from the sale or dispasitof a Real Estate Asset that is not a Prohibitathsaction; and that | have no reason to
believe that such 75% gross income test will nattiooie to be met for the taxable year that will @etember 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; (ii) property in a transaction that is a Fiodbd 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 twétrental of real property under which any am@ayable to the Company, the Operating
Partnership, or the Affiliated Partnerships depesrdsill 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 bedmidlhbe attributable to personal property;
(i) any such personal property has been and wildased under or in connection with a lease ofg¢hkproperty; and (iii) no personal
property owned by the Company or the Operatingrneeship at any time has had or will have signiftcaalue in excess of its adjusted basis
for federal income tax purposes;

21. That for purposes of ltems 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 ofrporation, 10% or more of the total combineting power of all classes of stock
entitled to vote, or 10% or more of the total numbieshares of all classes of stock; or (ii) in tase of an entity other than a corporation, an
interest of 10% or more in the assets or net @aofitsuch entity; (for purposes of this represémtabwnership is determined by taking into
account the attribution rules, which generally gplool-through provision to determine constructive stoakership);



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, detemnaehe time the Company became
bound to make the loan, is equal to or exceedarti@unt of the loan;

23. That no interest (including interest on obligas secured by mortgages on real property orastsrin real property) received or accrued,
directly or indirectly, by the Company, its Quadifi REIT Subsidiaries, the Operating Partnershiph@®’ffiliated Partnerships has been or
will be determined in whole or in part by refereteehe income or profits derived by any person;

24. That neither the Company, its Qualified REIbSdiaries, the Operating Partnership, nor theliatéd Partnerships have owned any
Foreclosure Property (other than property the ireémmm which would not cause the statements coadkiin ltems 16 and 17 above to no
longer be true).

25. That the Company has reviewed and will contiaueview all leases for each property to enshia¢ $uch leases conform with all REIT
requirements;

26. For taxable years prior to 1998, that neither@ompany, the Operating Partnership, nor thdidtiid Partnerships, have provided or will
provide any services to any tenant other than seswthat would be considered customarily furnisbregtndered in connection with the rental
of real property, such as the furnishing of watest, lights, trash collection, and maintenanceoofimon areas; for taxable years beginning
after December 31, 1997, that neither the CompidweyQperating Partnership, nor the Affiliated Parships have provided or will provide
services that would generate impermissible seiviceme in an amount that exceeds 1% of all amaetsived or accrued during the taxable
yeatr, directly or indirectly, by the Company witspect to such property, with the amount treated@sived or accrued by the Company
such impermissible services not being less tha®dlé0the direct cost of the Company in furnishimgending such services (for purposes of
this representation, impermissible service inconeams any amount received or accrued directly aréotly by the Company for services
furnished or rendered by the Company to the ter@mits property or for managing or operating spobperty, unless (i) such services,
management, or operations are provided throughdepiendent contractor or (ii) such services areomarily furnished or rendered in
connection with the rental of real property, sushte furnishing of water, heat, lights, trashettilon and maintenance of common areas);

27. That no Independent Contractor providing mamaage and operating functions for either the Comp#my Operating Partnership, or the
Affiliated Partnerships, or any of their propertiess any ownership interest in the Company in exo€85%;

28. That at the close of each quarter of any taxabar that the Company has made or will make & REgction, 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 sgesri

29. That at the close of each quarter of any taxgbar that the Company has made or will make & REction not more than 25% of the
value of the Company's total assets (includingdtassets owned indirectly through the OperatingnBeship or the Affiliated Partnerships)
has been or will be represented by securities (dhza government securities) for purposes ofc¢hlsulation limited in respect of any one
issuer to an amount not greater in value than 5% etalue of the total assets of the Company ambt more than 10% of the outstanding
voting securities of such issuer;

30. That the Company's pro rata share of the valtiee securities of Highwoods Services has noteded 5% of the total value of the
Company's assets at the end of any calendar quidnae©9% of the voting stock of Highwoods Sergiceowned by Ronald P. Gibson and
Edward J. Fritsch; that the Company has no infomnd#rmal agreement with Highwoods Services ordtier shareholders of Highwoods
Services regarding the voting of the Highwoods Bessstock; and that the stock owned by RonaldiBsda and Edward J. Fritsch is not
subject to any voting or purchase agreement tlie¢t@fely would deny such individuals of the economghts of such stock;

31. 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 traaeher 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;

32. That for each taxable year for which a REIceéd® has been or will be made the Company hasldlise¢d or will distribute an amount
equal to or exceeding the sum of 95% of the Comipael estate investment trust taxable incomsudoh taxable year, determined without
regard for the deduction for dividends paid anagkgluding 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;

33. That, in each taxable year for which a REIT#&® has been or will be made, the dividends pgithe Company on the Company's
common stock were made pro rata, with no preferémemy share of the common stock as comparedotlithr such shares;

34. 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 outatgnstock, and (ii) within 30 days of ea



taxable year end, demand a written statement flearebolders of record of five percent or more ef @ompany for the purpose of disclosing
actual ownership;

35. That the Company has at all times adopted alhdamtinue to use a calendar year accountinggakri

36. That other than the direct ownership of thelsto Highwoods/Florida GP Corp., Highwoods Re#&ty Corp., Highwoods/Tennessee
Properties, Inc., Jackson Acquisition Corporatiélorida Transition Co. I, Garcia Property Managenénc., Westshore Square, Inc., and
Garcia, Meyers Co., and the indirect ownershipteélsin Highwoods Services and its subsidiariesitB@ast Realty Options Corp. and PSC
Acquisition Corporation (which is owned through R@e LLC), the Company has owned no stock or oth&ng securities in any
corporation (including mutual funds) at the clo$aiy quarter of any taxable year ended on or leefircember 31, 1997, or as of the date
hereof;

37. That each of Highwoods/Florida GP Corp., Highd® Realty GP Corp., Highwoods/Tennessee Propelties Jackson Acquisition
Corporation, Florida Transition Co. Il, Garcia Peoly Management, Inc., Westshore Square, Inc.Gardia, Meyers Co. is a Qualified RE
Subsidiary;

38. That the stock of Garcia Property Managemaeiat,was acquired for cash by Company; and thaheatime of such transaction, Garcia
Property Management, Inc. was a Subchapter S aatipprand had no accumulated Subchapter C earamprofits;

39. That the stock of Garcia, Meyers Co. was aeguior cash by the Company; and that, at the tifrseich transaction, Garcia, Meyers Co.
was a Subchapter S corporation and had no accuedufatbchapter C earnings and profits;

40. That the stock of Westshore Square, Inc. wasieed for cash by the Company; and that, at the of such transaction, Westshore
Square, Inc. was a Subchapter S corporation anddadcumulated Subchapter C earnings and profits;

41. That the Operating Partnership and the AféliePartnerships are the only partnerships in witiefCompany has held a direct or indirect
interest at the close of any quarter of any taxgbl ended on or before December 31, 1997, of the @ate hereof; that each of these
partnerships were formed as partnerships unddatteof the applicable states; that Shockoe Pla£z kwhich is owned 99% by the
Operating Partnership and 1% by Highwoods Servined, RC One LLC, which is owned 100% by Highwoodsv/tes, were formed as
limited liability companies under the laws of thgplicable states and elected to be treated asquahtips for federal income tax purposes; that
all such partnerships (including Shockoe Plaza lain@ RC One LLC) have made no election to be treadesicorporation or any other type
of entity for federal income tax purposes; and thatCompany has received no notification formatynformally from the Service or any
other person challenging the status of any of tleesiies as a partnership for federal income tappses;

42. That the Company is conducting due diligenatldrave no reason to believe that the Ea&aheock Transaction or the ownership of
of the properties acquired directly or indirectieteby will cause the Company to fail to satisfy ahthe matters set forth in this Certificate
or to fail to qualify as a REIT in the taxable y#aat will end December 31, 1998;

43. That the Company is conducting due diligenatldrave no reason to believe that the J.C. Nichdssaction or the ownership of any of
the properties acquired directly or indirectly &gy will cause the Company to fail to satisfy afiyhe matters set forth in this Certificate o
fail to qualify as a REIT in the taxable year thélt end December 31, 1998;

44. That the Company is not a party to any stocksset purchase agreement, including any plan afener reorganization, that will cause
the Company to fail to satisfy any of the mattaisferth in this Certificate or to fail to qualifs a REIT in the taxable year that will end
December 31, 1998;

45. That the Company has filed timely income taxnes in each year of its existence and has naided any information in such returns ¢
to fraud with an intent to evade taxes;

46. That the Company's ownership interests in ther&ting Partnership and its other directly orriechly held subsidiaries (the
"Subsidiaries") are held free and clear of any ggcinterest, mortgage, pledge, lien, encumbrantagm or equity;

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

48. That, in rendering an opinion in connectiorhviite Registration Statement, Alston & Bird is #eti to rely on the factual representations
set forth in previous Officer's Certificates to #hdent that such representations are not othemeftected hereir



The foregoing Certification is provided to Alstoniird LLP in connection with rendering an opini@garding 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 athégrials provided to them and that to the extequired, | have asked questions of the

appropriate individuals to confirm the foregoingaers, and to the best of my knowledge and balieth answers are true, correct, and
complete and in no way are misleading.

June 1, 1998 /sl MACK D. PRIDGEN, 111

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



Exhibit 23.3
Consent of Independent Auditors

We consent to the reference to our firm under #pion "Experts” in the Registration Statement gF&-4 No. 33) and related prospectus
Highwoods Properties, Inc. for the registratiorupfto a maximum of 9,860,496 shares of its comntocksand to the incorporation by
reference therein of our reports (a) dated Febr2@ry1 998, with respect to the consolidated finalnsiatements and schedule of Highwoods
Properties, Inc. included in its Annual Report (Rd0-K) for the year ended December 31, 1997 (amnded on Form 10-K/A on April 29,
1998 and May 19, 1998); (b) dated January 24, B@@i7fJanuary 25, 1997 with respect to the Combiteidi®ents of Revenues and Certain
Expenses of Century Center and Anderson Properéisgectively, included in Highwoods Properties, B1Current Report of Forms 8-K
dated January 9, 1997 (as amended on Form 8-KPebruary 7, 1997, March 10, 1997 and April 28, 988d (c) dated January 16, 1998
with respect to the Combined Statements of Reveané<ertain Expenses of Riparius Properties aett@hProperties and the Statemen
Revenues and Certain Expenses of Winners Circlthéoyear ended December 31, 1996 included in thiee@t Report on Form 8-K of
Highwoods Properties, Inc. dated November 17, 18BTiJed with the Securities and Exchange Comimiss

ERNST & YOUNG LLP

/sl Ernst & Young LLP

Ral ei gh, North Carolina
May 29, 1998



EXHIBIT 23.4
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference is Registration Statement on Form S-4 (File No. 338-our reports dated September 12,
1997, on our audits of the combined statementwdmaes and certain operating expenses of the AsesdoCapital Properties Portfolio for the
year ended December 31, 1996, and the combinesivstat of revenues and certain operating expenges d097 Pending Acquisitions {

the year ended December 31, 1996, which reportmeleded in the Forms 8-K of Highwoods Properties, dated August 27, 1997 (as
amended on September 23, 1997) and October 1, ¥893lso consent to the reference to our firm utigecaption "Experts".

COOPERS & LYBRAND L.L.P

/sl Coopers & Lybrand L.L.P.

Menmphi s, Tennessee
May 27, 1998



Exhibit 23.5
CONSENT OF MORGAN STANLEY & CO. INCORPORATED
May 29, 1998

J.C. Nichols Company
310 Ward Parkway
Kansas City, Missouri 64112

Dear Sirs:

We hereby consent to the inclusion in the Regisinebtatement of Highwoods Properties, Inc. (therfany”) on Form S-4, relating to the
proposed merger of J.C. Nichols Company ("J.C. dlgh with the Company, of our opinion letter appeg as Appendix B to the Proxy
Statement/Prospectus which is a part of the Regjisir Statement, and to the references of our fiame therein. In giving such consent, we
do not thereby admit that we come within the catg@b persons whose consent is required under @&e¢tof the Securities Act of 1933, as
amended, or the rules and regulations adoptedeéb@dieurities and Exchange Commission thereundedonare admit that we are experts
with respect to any part of such Registration Stetat within the meaning of the term "experts" asdis the Securities Act of 1933, as
amended, or the rules and regulations of the S&s1end Exchange Commission thereunder.

Very truly yours,
MORGAN STANLEY & CO. INCORPORATED

By: /s/ YIE-HSIN HUNG

Yi e- Hsi n Hung
Pri nci pal



Exhibit 23.6

Independent Accountants' Consent

The Board of Directors
J.C. Nichols Company:

We consent to the use of our reports included hexed to the reference to our firm under the hapdf'Experts" in the prospectus.

KPMG PEAT MARWICK LLP

/sl KPMG Peat Marwi ck LLP

Kansas City, M ssouri
May 29, 1998

End of Filing
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