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PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

We refer to (1) Highwoods Properties, Inc. as tGerhpany,” (2) Highwoods Realty Limited Partnersagthe “Operating
Partnership,” (3) the Company’s common stock agti@on Stock” and (4) the Operating Partnership’sroom partnership interests as
“Common Units.”

The information furnished in the accompanying be¢asheets, statements of income, statements dhstiolers’ equity and statements
of cash flows reflect all adjustments (consistifigarmal recurring accruals) that are, in our opininecessary for a fair presentation of the
aforementioned financial statements for the intgrariod.

The aforementioned financial statements shouldehd in conjunction with the notes to consolidatedrfcial statements and
Management’s Discussion and Analysis of Financ@dition and Results of Operations included heagid in our 2002 Annual Report on
Form 10-K.
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HIGHWOODS PROPERTIES, INC.

Consolidated Balance Sheet
(% in thousands)

Assets:

Real estate assets, at ct
Land and improvemen
Buildings and tenant improvemet
Development in proces
Land held for developme!
Furniture, fixtures and equipme

Less—accumulated depreciatic

Net real estate asst¢
Property held for sal
Cash and cash equivalel
Restricted cas
Accounts receivable, net of allowar
Notes receivabl
Accrued straigt-line rents receivabl
Investment in unconsolidated affiliat
Other asset:
Deferred leasing cos
Deferred financing cos
Prepaid expenses and otl

Less—accumulated amortizatic
Other assets, n

Total Assets

Liabilities and Stockholders’ Equity:
Mortgages and notes payal
Accounts payable, accrued expenses and otheiitied

Total Liabilities

Minority interest

Stockholder Equity:

Preferred stock, $.01 par value, 50,000,000 autbdrshares

8 5/ 8% Series A Cumulative Redeemable Preferred Shigegation preference $1,000 per share),
104,945 shares issued and outstanding at MarchOBB and December 31, 20

8% Series B Cumulative Redeemable Preferred Sayesiation preference $25 per share), 6,900,000
shares issued and outstanding at March 31, 200®acember 31, 20C

8% Series D Cumulative Redeemable Preferred SKayeslation preference $250 per share), 400,000
shares issued and outstanding at March 31, 200®aocember 31, 20C

Common stock, $.01 par value, 200,000,000 authdshares; 53,484,408 and 53,400,195 shares issad
outstanding at March 31, 2003 and December 31, 2662001, respective

Additional paic-in capital

Distributions in excess of net earnir

Accumulated other comprehensive I

Deferred compensatic

Total Stockholder Equity

Total Liabilities and Stockholde’ Equity

March 31, December 31,
2003 2002
(Unaudited)
$ 394,25¢ $ 395,93!
2,876,86! 2,864,044
7,791 6,841
175,36° 176,17
21,15( 20,96¢
3,475,43! 3,463,96!
(488,89 (461,38))
2,986,541 3,002,58i
135,85° 130,36¢
19,20¢ 11,017
2,94: 8,58:
12,72 13,57¢
32,07 31,05
50,46: 48,77
78,22¢ 79,50¢
99,64( 100,14
42 54¢ 26,12(
16,38¢ 15,29¢
158,57¢ 141 ,55¢
(73,579 (71,658
84,99 69,90(
$ 3,403,03; $ 3,395,36!
$1,580,30: $1,528,72!
108,80¢ 120,61
1,689,10! 1,649,33.
183,29° 188,56
104,94! 104,94!
172,50( 172,50(
100,00( 100,00(
53t 534
1,392,11! 1,390,04.
(225,43() (197,64)
(8,767) (9,209
(5,275) (3,699
1,530,622 1,557,47.
$ 3,403,03; $ 3,395,36!



See accompanying notes to consolidated financgsients.
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HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Incom
(Unaudited and $ in thousands except per share amaots)

Rental revenue
Operating expenses
Rental propert
Depreciation and amortizatic
Interest expenst
Contractua
Amortization of deferred financing cos

General and administrati\
Total operating expens
Other income:

Interest and other incon
Equity in earnings of unconsolidated affilia

Income before gain/(loss) on disposition of land depreciable assets, minority interest and discoetl

operations
Gain/(loss) on disposition of lar
Gain on disposition of depreciable as¢

Income before minority interest and discontinuedragions
Minority interest

Income from continuing operatiol
Discontinued operations:

Income from discontinued operations, net of miryoriteresi
Loss on sale of discontinued operations, net obnitininterest

Net income
Dividends on preferred shar

Net income available for common stockhold

Net income per common shar—basic:
Income from continuing operatiol
Income from discontinued operatic

Net income
Weighted average common shares outstar—basic

Net income per common share—diluted:
Income from continuing operatiol
Income from discontinued operatic

Net income

Weighted average common shares outstar—diluted

Three Months Ended

March 31,
2003 2002
$109,02( $116,18!
37,31¢ 36,09!
33,29 29,35¢
27,67¢ 25,60¢
62€ 33¢
28,30( 25,94
5,34¢ 5,35¢
104,25 96,74¢
2,89( 3,34t
1,761 2,56/
4,651 5,90¢
9,41¢ 25,34¢
8672 (232)
20 1,17¢
10,29’ 26,29:
(1,22)) (3,20))
9,07¢ 23,09:
2,26¢ 3,781
(170) —
2,09¢ 3,781
11,172 26,87:
(7,719 (7,719
$ 3,45¢ $ 19,15¢
$ 0.0z $ 0.2¢
0.04 0.07
$ 0.0¢ $ 0.3¢€
53,42¢ 52,89¢
$ 0.0z $ 0.2¢
0.04 0.07
$ 0.0¢ $ 0.3¢€
53,47 53,39:



Distributions declared per common sh $ 0.58¢ $ 0.58t

See accompanying notes to consolidated financsgsients
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Balance at December 31,
2002

Issuance of Common Sto
Common Stock dividenc
Preferred Stock dividenc
Issuance of restricted sto
Fair value of stock options
issued

Amortization of deferred
compensatiol

Other comprehensive
income

Net Income

Balance at March 31, 20(

HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Stockholde’ Equity
For the Three Months Ended March 31, 2003
(Unaudited and $ in thousands, except for number aiommon shares)

Accum.
Other Distributions
Number of Additional Deferred Compre- in Excess of
Common Common Series A Series B Series D Paid-In Compen- hensive Net
Shares Stock Preferred Preferred Preferred Capital sation Loss Earnings Total
53,400,19 $ 534 $ 104,94! $ 172,50( $ 100,00( $1,390,04: $ (3,699 $ (9,209 $ (197,64) $1,557,47.
6,72 — — — — 12€ — — — 12¢
— — — — — — — — (31,249 (31,247
— — — — — — — — (7,719 (7,719
77,49: 1 — — — 1,63¢ (1,639 — — —
— — — — — 30¢ (309) — — —
— — — — — — 37z — — 37z
— — — — — — — 437 — 437
— — — — — — — — 11,17: 11,17:
53,484,40 $ 53¢ $ 104,94! $ 172,50( $ 100,00( $1,392,11! $ (5,279 $ (8,767) $ (225,430 $1,530,62!
I I I I I I I I I L]

See accompanying notes to consolidated financgdsients.

6



Table of Contents

HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Cash Flow
(Unaudited and $ in thousands)

Operating activities:
Income from continuing operatiol

Adjustments to reconcile income from continuing @iens to net cash provided by operating actisi

Depreciation and amortizatic
Amortization of deferred compensati
Amortization of deferred financing cos
Amortization of accumulated other comprehensive
Equity in earnings of unconsolidated affilia
Gain on disposition of land and depreciable as
Minority interest
Discontinued operatior

Changes in operating assets and liabili

Net cash provided by operating activit

Investing activities:

Additions to real estate ass:

Proceeds from disposition of real estate as
Distributions from unconsolidated affiliat
Investments in notes receival

Other investing activitie

Net cash (used in)/provided by investing activi

Financing activities:

Distributions paid on common stock and common
Dividends paid on preferred sto

Net proceeds from the sale of common si
Repurchase of common un

Borrowings on revolving loar

Repayment of revolving loat

Borrowings on mortgages and notes payi
Repayment of mortgages and notes pay

Net change in deferred financing cc

Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents at beginning of the ¢b

Cash and cash equivalents at end of the pi

Supplemental disclosure of cash flow information
Cash paid for intere:

See accompanying notes to consolidated finanassients.

Three Months Ended March

31,

2003 2002
$ 9,07¢ $ 23,09
33,29t 29,35¢
372 27E
62€ 33¢
437 38¢€
(1,761) (2,564)
(88%) (944)
1,221 3,201
2,55¢ 6,317
(6,132 (16,63%)
38,80¢ 42,82:
(26,28¢) (13,60%)
2,38¢ 23,20
4,93 2,38¢
(1,020) 4,40¢
(204) (3,959
(20,18%) 12,43¢
(35,24%) (35,229
(7,719 (7,719
12¢€ 20:
(2,75)) (2,216)
68,00( 137,00(
(32,000 (132,500
2,19( 12,36:
(4,419 (22,844
1,387 (1,03€)
(10,437) (51,979
8,187 3,281
11,01" 57€
$1920c $ 3,86:
$2144¢ $ 22,607
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HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Cash Flows (Continue:
(Unaudited and $ in thousands)

Supplemental disclosure of non-cash investing anéhfincing activities:

The following table summarizes the net assets itnried by the holders of Common Units in the OpegaPartnership, the net assets
acquired subject to mortgage notes payable and ntdrecash equity transactions:

Three Months Ended

March 31,

2003 2002
Assets:
Net real estate asse $ — $12,81:
Cash and cash equivalel — 41
Notes receivabl — 50C
Investments in unconsolidated affilial 1694 $ —
Deferred financing cos $1781C $ —

$19,50¢ $13,35!

Liabilities:
Mortgages and notes payal $17,81( $11,78¢
Accounts payable, accrued expenses and otheiitied 1,694 13€

19,50¢ 11,92(
Equity $ — 8% 143

See accompanying notes to consolidated finanassients.
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HIGHWOODS PROPERTIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2003
(Unaudited)

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNTI NG POLICIES

Description of Business

Highwoods Properties, Inc. (the “Company”) is d-selministered and self-managed real estate invergtinust (“REIT”) that operates
in the southeastern and midwestern United States Cbompany’s wholly-owned assets include: 494 mise office, industrial and retail
properties; 1,341 acres of undeveloped land sweitiblfuture development; and an additional thnegperties under development.

The Company conducts substantially all of its atifig through, and substantially all of its intéseis the properties are held directly or
indirectly by, Highwoods Realty Limited Partnersifibe “Operating Partnership”). The Company issbke general partner of the Operating
Partnership. At March 31, 2003, the Company owr2@% of the common partnership interests (“Commaitdl) in the Operating
Partnership. Limited partners (including certaifiogfrs and directors of the Company) own the reimgilCommon Units. Holders of
Common Units may redeem them for the cash valumefshare of the Company’s common stock, $.01 glae\(the “Common Stock™), or,
at the Company’s option, one share of Common Stock.

Generally, the Operating Partnership is obligatedttieem each Common Unit at the request of thdehthereof for cash equal to the
fair market value of one share of the Company’s @om Stock at the time of such redemption, provithed the Company at its option may
elect to acquire any such Common Unit presentedefdemption for cash or one share of Common Stitwttlen a Common Unit holder
redeems a Common Unit for a share of Common Stoclkgh, the minority interest will be reduced dmel Company’s share in the Operating
Partnership will be increased. The Common UnitsexMoy the Company are not redeemable for cash.

Basis of Presentation

The consolidated financial statements include tuwants of the Company and the Operating Partreestd their majority-controlled
affiliates. All significant intercompany balancesdaransactions have been eliminated in the catest@ld financial statements.

The Company has elected and expects to contingeaiify as a REIT under Sections 856 through 86thefinternal Revenue Code of
1986, as amended. Therefore, no provision has ieele for income taxes related to REIT taxable iretonbe distributed to stockholders.

Minority interest represents Common Units in thee@ping Partnership owned by various individuald antities other than the
Company. The Operating Partnership is the entay thvns substantially all of the Company’s progartaind through which the Company, as
the sole general partner, conducts substantidllyf étis operations. Per share information is cilted using the weighted average number of
shares of Common Stock outstanding (including comstiare equivalents). In addition, minority intéiesludes equity of consolidated real
estate partnerships which are owned by variouwithgials and entities other than the Company.

Certain amounts in the March 31, 2002 and Decerdbg2002 financial statements included in this @rr Report have been
reclassified to conform to the March 31, 2003 pnéestion. These reclassifications had no materfakcébn net income or stockholdeesjuity
as previously reported in the Company’s auditedstbdated Financial Statements or Note 18 to thilited Consolidated Financial
Statements included in the Company’s 2002 AnnugbReon Form 10-K.

The accompanying financial information has not baedited, but in the opinion of management, allistipents (consisting of normal
recurring accruals) necessary for a fair preseatadf our financial position, results of operati@m cash flows have been made. For further
information, refer to the financial statements antes thereto included in our 2002 Annual Reporform 10-K.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNTI NG POLICIES—Continued

Impairment of long-lived assetsReal estate and leasehold improvements are ckssifi long-lived assets held for sale or as lomgH
assets to be held and used. In accordance witers¢at of Financial Accounting Standards No. 144;c¢@unting for the Impairment or
Disposal of Long-Lived Assetsthe Company records assets held for sale at therlofithe carrying amount or fair value less costdll. The
impairment loss is the amount by which the carnangpunt exceeds the fair value less cost to séth W¥spect to assets classified as held
used, the Company periodically reviews these assetstermine whether its carrying amount will beavered from their undiscounted fut
operating cash flows and the Company recognizéspairment loss to the extent it believes the dagyamount is not recoverable. The
Company'’s estimates of the undiscounted futureatijyey cash flows expected to be generated are lmasachumber of assumptions that are
subject to economic and market uncertainties inotycamong others, demand for space, competitiondstomers, changes in market rental
rates, and costs to operate each property. As thes®s are difficult to predict and are subjecfuture events that may alter the Company’s
assumptions, the undiscounted future operating ftasis estimated by the Company in its impairmeralgses may not be achieved and the
Company may be required to recognize future impamnfosses on its properties.

Allowance for doubtful accounts.Accounts receivable are reduced by an allowancarfaunts that may become uncollectible in the
future. The Company’s receivable balance is coredriwimarily of rents and operating cost recovedi@s from customers as well as accrued
rental rate increases to be received over thefifbe existing leases. The Company regularly eataekithe adequacy of the allowance for
doubtful accounts considering such factors as téditcquality of its customers, delinquency of pa&ym historical trends and current
economic conditions. Actual results may differ frtimese estimates under different assumptions ddittons. If the Company’s assumptions
regarding the collectibility of accounts receivabprove incorrect, the Company could experienceevaifs of accounts receivable or accrued
straight-line rents receivable in excess of itewaéince for doubtful accounts.

Capitalized costs.Expenditures directly related to both the develophoé real estate assets and the leasing of piepete included in
net real estate assets and are stated at cost aotisolidated balance sheets. The developmenheéitpees include pre-construction costs
essential to the development of properties, devedsyt and construction costs, interest costs, stateetaxes, salaries and other costs incurrec
during the period of development. The leasing edfiares include all general and administrative gosicluding salaries incurred in
connection with successfully securing leases omtbperties. Estimated costs related to unsucddssfses are expensed as incurred. If the
Company'’s assumptions regarding the successfultefdd development and leasing are incorrect, ¢éselting adjustments could impact
earnings.

Fair value of derivative instruments.In the normal course of business, the Companyps®ad to the effect of interest rate changes.
The Company limits its exposure by following esigtiibd risk management policies and proceduresdimguthe use of derivatives. To
mitigate its exposure to unexpected changes inmdsteates, derivatives are used primarily to hexgnst rate movements on the Company’s
related debt. The Company is required to recogalizéerivatives as either assets or liabilitieshie consolidated balance sheets and to
measure those instruments at fair value. Changesrimalue will affect either stockholders’ equity net income depending on whether the
derivative instrument qualifies as a hedge for antiog purposes.

To determine the fair value of derivative instrunsetthe Company uses a variety of methods and gggma that are based on market
conditions and risks existing at each balance gsteget For the majority of financial instruments;luding most derivatives, standard market
conventions and techniques such as discountedfloashnalysis, option pricing models, replacemesgt@and termination cost are used to
determine fair value. All methods of assessingValue result in a general approximation of vakrg] such value may never actually be
realized.

Rental revenue.Rental revenue is comprised of base rent, recavéden customers which represent reimbursementseidain costs
as provided in the lease agreements such as tate ésxes, utilities, insurance, common area raaarice and other recoverable costs,
parking and other income and termination fees whitéte to specific customers, each of whom hag pdee to terminate its lease obligation
before the end of the contracted term on the lease.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNTI NG POLICIES—Continued

In accordance with Generally Accepted Accountingdples, (“GAAP”), base rental revenue is recoguion a straight-line basis over
the terms of the respective leases. This meanswithtrespect to a particular lease, actual an®hitied in accordance with the lease during
any given period may be higher or lower than theam of rental revenue recognized for the periottraed straight-line rents receivable
represents the amount by which straight-line remtanue exceeds rents currently billed in accareavith lease agreements.

Investments in joint ventures.The Company’s investments in unconsolidated aféiaonsist of one corporation, nine limited lidpil
companies, five limited partnerships and two gdneaietnerships. The Company accounts for its inaests in unconsolidated affiliates un
the equity method of accounting as the Companycéses significant influence, but does not conthelse entities. The Company’s
unconsolidated corporation is controlled by an lateel third party that owns more than 50.0% ofdbtstanding voting stock. The Company
has a 50.0% or less ownership interest in the walmated limited liability companies and, undez terms of the various operating
agreements, does not have any participating rigts.Company has a 50.0% or less ownership interéisé unconsolidated limited
partnerships and general partnerships. AlthougiCtmapany has an interest in two unconsolidatedrgépartnerships and is the general
partner in three of the unconsolidated limited parships, under the terms of the various partnemgieements, the Company does not have
control of the major operating and financial paiiof these unconsolidated partnerships.

These investments are initially recorded at casinaestments in unconsolidated affiliates, andsatesequently adjusted for equity in
earnings and cash contributions and distributigmy. difference between the carrying amount of thagestments on the Company’s balance
sheet and the underlying equity in net assets trt@rad as an adjustment to equity in earningsnebasolidated affiliates over the life of the
property, generally 40 years.

From time to time, the Company contributes realtesassets to an unconsolidated joint venture éhange for a combination of cash
and an equity interest in the venture. The Compangrds a partial gain on the contribution of thal estate assets to the extent of the third
party investor’s interest and records a deferred athe extent of its continuing interest in theconsolidated joint venture.

Real Estate Assets

All capitalizable costs related to the improvementeplacement of commercial real estate propeatiesapitalized. Depreciation is
computed using the straight-line method over tltienased useful life of 40 years for buildings antprovements and five to seven years for
furniture, fixtures and equipment. Tenant improvata@are amortized over the life of the respecthasés, using the straigite method. Re:
estate assets are stated at the lower of cosiraalae, if impaired.

As of March 31, 2003, the Company had 2.5 millignare feet of office properties and 302.7 acrdard under contract for sale in
various transactions totaling $156.9 million. Thesal estate assets have a carrying value of $18#ién and have been classified as assets
held for sale in the accompanying financial statetisie
Cash Equivalents

The Company considers highly liquid investmentdwaitmaturity of three months or less when purché&sée cash equivalents.

Restricted Cash

Restricted cash includes security deposits fobmpany’s commercial properties and constructidated escrows. In addition, the
Company maintains escrow and reserve funds for gkabice, real estate taxes and property insuresizblished pursuant to certain mortc
financing arrangements.

11
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

1. DESCRIPTION OF BUSINESS AND SIGNIFICANT ACCOUNTI NG POLICIES—Continued

Income Taxes

The Company is a REIT for federal income tax pugso#\ corporate REIT is a legal entity that holelsl estate assets, and through
distributions to stockholders, is permitted to reglor avoid the payment of Federal income taxéiseatorporate level. To maintain
qualification as a REIT, the Company is requiredisiribute to stockholders at least 90.0% of R&lXable income, excluding capital gains.

No provision has been made for federal income threause the Company qualified as a REIT, diseibtite necessary amount of
taxable income and, therefore, incurred no incamekpense during the period.

Concentration of Credit Risk

Management of the Company performs ongoing cregituations of its customers. As of March 31, 2a08, wholly-owned properties
were leased to 2,540 customers in 14 geographititots. The Company’s customers engage in a widetyaf businesses. There is no
dependence upon any single customer.

Stock Compensation

The Company grants stock options for a fixed nunafeshares to employees with an exercise priceléquhbe fair value of the shares
the date of grant. As described in Note 7 includeckin, the Company has elected to follow AccounEninciples Board Opinion No. 25,
“Accounting for Stock Issued to Employees” (“APB"R&nNd related interpretations in accounting ferstock options. During 2002, the
Financial Accounting Standards Board issued SFAS “Wccounting for Stock-Based Compensation — Titaors and Disclosure”, which
provides methods of transition to the fair valuedzthmethod of accounting for stock-based emplogagensation. This standard is effective
for financial statements issued for fiscal yeargifveing after December 15, 2002. The Company hexted the prospective method as def
by SFAS 148 in the first quarter of 2003.

Use of Estimates

The preparation of financial statements in accacdamith GAAP requires management to make estinsmtdsassumptions that affect
the amounts reported in the financial statemendsaaeompanying notes. Actual results could diffenf those estimates.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

2. INVESTMENTS IN UNCONSOLIDATED AFFILIATES

During the past several years, the Company hasgfrarious joint ventures with unrelated investdtsee Company has retained
minority equity interests ranging from 12.50% to@%6 in these joint ventures. As required by GA#&R, Company has accounted for its
joint venture activity using the equity method otaunting, as the Company does not control théseygentures. As a result, the assets
liabilities of the Company'’s joint ventures are imatluded on its balance sheet.

The following tables set forth information regamglithe Company’s joint venture activity as recordadhe respective joint venture’s
books at March 31, 2003 and December 31, 2002 arithé three months ended March 31, 2003 and 2p@2thousands):

March 31, 2003 December 31, 2002
Percent Total Total Total Total
Owned Assets Debt Liabilities Assets Debt Liabilities

Balance Sheet Data:

Board of Trade Investment Compa 4900 $ 7,87¢ $ 877 $ 105¢ $ 777¢ $ 91¢ $ 1,071
Dallas County Partne 50.00% 41,82 38,68t 41,14+ 44,12¢ 38,90: 41,28t
Dallas County Partners 50.00% 18,46¢ 23,317 24,37: 18,90( 23,581 24,87
Fountain Thret 50.00% 34,49( 30,70¢ 32,53¢ 37,15¢ 30,95¢ 32,58
RRHWoods, LLC 50.00% 80,93¢ 66,66¢ 69,617 82,64¢ 68,56 71,767
Kessinger/Hunter, LL( 26.50% 8,54¢ — 20t 12,92¢ — 88¢
4600 Madison Associates, | 12.50% 22,56¢ 17,22:¢ 17,81: 23,25¢ 17,38t 17,89¢
Schweiz-Deutschland-USA

DreilanderBeteiligung Objekt DLF 98/Z

Walker Finl-KG 22.81% 140,18 67,97: 70,04( 141,14 68,20¢ 70,48:
Dreilande-Fonds 97/26 and 99/: 42.93% 118,31 59,527 62,63 119,13- 59,68¢ 62,60
Highwood«-Markel Associates, LL( 50.00% 15,46¢ 11,62¢ 12,02¢ 16,02¢ 11,62¢ 12,58
MG-HIW, LLC 20.00% 353,36 242,24 249,21¢ 355,10: 242,24( 249,34(
MG-HIW Peachtree Corners Ill, LL 50.00% 5,041 4,15¢(1) 4,08¢ 3,80¢ 2,49¢ 2,82
MG-HIW Metrowest |, LLC 50.00% 1,601 — 7 1,601 — 3
MG-HIW Metrowest Il, LLC 50.00% 9,671 5,471(2) 5,72( 9,60( 5,372 5,54(
Concourse Center Associates, L 50.00¥% 14,62: 9,81¢ 10,04: 14,89¢ 9,85¢ 10,19:
Plaza Colonnade, LL! 50.00% 6,30¢ 62€(3) 672 3,591 — 3
SF-HIW Harborview, LP 20.00% 40,60¢ 22,80( 24,567 41,13« 22,80( 25,22¢
Total $919,89° $601,71! $625,75¢ $932,83: $602,60. $629,15!

(1) Amount represents total draws at March 31, 2008 oanstruction loan made to this joint venture byaHiliate of the Company with ¢
interest rate of LIBOR plus 200 basis points dug 2003.

(2) InJanuary of 2002, Metrowest Il, LLC signed a $mnilion construction loan to fund the developmehthis property of which $5.5
million is outstanding at March 31, 2003. The Comphas guaranteed 50.0% of this loan subject t@ta indemnity from the
Compan’s joint venture partne

(3) On February 12, 2003, Plaza Colonnade, LLC sign&@tla4 million construction loan to fund the deyettent of this property. The lo
requires that the joint venture invest $8.4 milli$d.2 million of which will be the Company’s shafidhe Company and its partners in
this joint venture have each guaranteed 50.0%eofdhn (see note 7
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

2. INVESTMENTS IN UNCONSOLIDATED AFFILIATES—Continu ed

March 31, 2003 March 31, 2002
Net Net

Percent Operating Depr/ Income Operating Depr/ Income

Owned Revenue Expenses Interest Amort (Loss) Revenue Expenses Interest ~ Amort (Loss)
Income Statement Data
Board of Trade Investment Compaz 49.00% $ 606 $ 39t ¢ 17 $ 10 $ 96 $ 67¢ % 39¢ $ 20 $ 79 $ 181
Dallas County Partne 50.00% 2,411 1,41(C 695 472 (16€) 2,86t 1,257 662 54€ 39¢
Dallas County Partners 50.00% 1,56¢ 68¢ 59¢ 20€ 72 1,54¢ 67C 62E 26E (16)
Fountain Thre: 50.00% 1,762 76C 572 35€ 75 1,745 60¢ 51¢ 323 297
RRHWoods, LLC 50.00% 3,507 1,791 673 83t 20€ 3,49 1,61¢ 713 99¢ 16€
Kessinger/Hunter, LL( 26.50%(1) 1,397 1,16( — 15¢ 78 1,63¢ 1,263 — 16€ 207
4600 Madison Associates, | 12.50% 1,49 592 29¢ 394 20€ 1,28¢ 474 31E 397 99
Schweiz-Deutschland-USA
DreilanderBeteiligung Objekt DLF
98/2¢-Walker Finl-KG 22.81% 4,64: 1,34¢ 1,152 862 1,28( 5,10¢ 1,31¢ 1,16¢ 841 1,77
Dreilande-Fonds 97/26 and 99/: 42.93% 4,18: 1,12 1,152 1,001 90€ 4,19¢ 1,05¢ 1,16( 1,15¢ 82(
Highwood«-Markel Associates, LL( 50.00% 812 43¢ 23¢ 143 @) 79€ 41€ 23¢ 137 7
MG-HIW, LLC 20.00% 12,29: 4,38¢ 2,32¢ 2,34¢ 3,23¢ 13,61« 4,29¢ 2,77C 2,022 4,52¢
MG-HIW Peachtree Corners lll, LL 50.00% 34 25 25 19 (35) — — — — —
MG-HIW Rocky Point, LLC 50.00% — — — — — 72t 27C 79 91 28t
MG-HIW Metrowest |, LLC 50.00% — 8 — — 8) — 2 — — )
MG-HIW Metrowest II, LLC 50.00% 122 10¢ 44 79 (109) 61 67 — 66 (72)
Concourse Center Associates, L 50.00% 52€ 13¢ 173 76 13¢ 531 132 157 76 16€
Plaza Colonnade, LL! 50.00% 4 — 1 — 3 — — — — —
SF-HIW Harborview, LLC 20.00% 1,41¢ 40¢ 351 217 443 — — — — —
Total $36,78¢ $ 14,78 $ 832( $7,26: $ 6,411 $38,27¢ $ 13,83¢ $ 8427 $7,16¢ $ 8,84«

(1) The Company decreased its ownership percentage3od®% at March 31, 2002 to 26.50% at March 3032

3. RELATED PARTY TRANSACTIONS

On December 8, 1998, the Company purchased a patithe Bluegrass Valley office development profezm a limited liability
company controlled by an executive officer and aiwe of the Company for approximately $2.5 milli@n July 16, 1999, the Company
purchased development land and an option to puechther development land in the Bluegrass Valldige@fdevelopment project from the
same limited liability company controlled by thermaexecutive officer and director of the Companyafeproximately $4.6 million in
Common Units. On October 31, 2002, the Companyoiset its option to purchase the additional devekept land in a staged takedown and
thereby acquired 30.6 acres of the optioned prggein the same limited liability company for $416llion. As part of this transaction, the
Company also acquired 23.5 acres of other developlaed in the Bluegrass Valley office developmerdject for $2.6 million. On January
17, 2003, the Company acquired 23.46 acres ofaimadrly optioned development land from the samédidnliability company for $2.3
million. In December of 2003, in the final stagetloé regiured takedown, the Company will acquir@Ztres of the formerly optioned
development land from the same limited liabilitymqmany for $4.7 million. The Company believes thettepurchase price approximates
market value.

The Company advanced $787,746 to an officer arettdir related to certain expenses paid by the Coynpa behalf of the officer and
director. During 2002, this advance, along withraed interest, was repaid by the officer and daect

During 2000, in connection with the formation oétMG-HIW Peachtree Corners Ill, LLC, a constructioan was made by an affiliate
of the Company to this joint venture. Interest aesrat a rate of LIBOR plus 200 basis points arddan is due July 2003. At March 31,
2003, $4.2 million was outstanding on this loan.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

4. DERIVATIVE FINANCIAL INSTRUMENTS

SFAS 133 requires the Company to recognize aldgvies on the balance sheet at fair value. Deavieatthat are not hedges must be
adjusted to fair value through income. If the datilve is a hedge, depending on the nature of
the hedge, changes in the fair value of the devieatill either be offset against the change im falue of the hedged
assets, liabilities or firm commitments throughréags, or recognized in Accumulated Other ComprsivenLoss (“AOCL”") until the hedged
item is recognized in earnings. The ineffectivetioporof a derivative’s change in fair value is rgozed in earnings.

The Company'’s interest rate risk management obgddito limit the impact of interest rate changasarnings and cashflows and to
lower overall borrowing costs. To achieve thesedijes, the Company enters into interest rate éedgtracts such as collars, swaps, caps
and treasury lock agreements in order to mitigatenterest rate risk with respect to various destruments. The Company does not hold
these derivatives for trading or speculative puggos

On the date that the Company enters into a devivatntract, the Company designates the derivasvd) a hedge of the variability of
cash flows that are to be received or paid in cotioie with a recognized liability (a “cash flow” tige), (2) a hedge of changes in the fair
value of an asset or a liability attributable tpaaticular risk (a “fair value” hedge), or (3) arsfrument that is held as a non-hedge derivative.
Changes in the fair value of highly effective célskv hedges, to the extent that the hedge is éffecare recorded in AOCL, until earnings
are affected by the hedged transaction (i.e. petilodic settlements of a variable-rate liabilitg @corded in earnings). Any hedge
ineffectiveness (which represents the amount bylwiiie changes in the fair value of the derivagixeeed the variability in the cash flows of
the transaction) is recorded in current-period iegs) For derivatives designated as fair value bedghanges in the fair value of the
derivative and the hedged item related to the he:digk are recognized in earnings. Changes inahiesélue of non-hedging instruments are
reported in current-period earnings.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawdi$ risk-management
objective and strategy for undertaking various leetlgnsactions. This process includes linking ethdtives that are designated as cash flow
hedges to (1) specific assets and liabilities enthlance sheet or (2) forecasted transactionsCohgpany also assesses and documents, botl
at the hedging instrumestinception and on an ongoing basis, whether thgat®es that are used in hedging transactionhayey effective
in offsetting changes in cash flows associated Wighhedged items. When the Company determinesittiativative is not (or has ceased to
be) highly effective as a hedge, the Company discoes hedge accounting prospectively.

During the first quarter of 2003, the Company ezdento and terminated a treasury lock agreememétige the change in the fair
market value of the MandatOry Par Put Remarketablaurities (“MOPPRS”) issued by the Operating Rastnip. This treasury lock
agreement was terminated for a payment of $1.5amitb the Company. This gain was offset by a iaseein the fair value of the MOPPRS
of $1.5 million, thus no gain or loss was recogdidering the three months ended March 31, 2003.

At March 31, 2003, approximately $8.8 million offdered financing costs from past cash flow hedgimsgruments remain in AOCL.
These costs will be recognized into earnings asititkerlying debt is repaid. The Company expectsthi@portion of the cumulative loss
recorded in AOCL at March 31, 2003 associated wi#se derivative instruments, which will be recagudiwithin the next 12 months, will
approximately $1.9 million.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

5. ACCUMULATED OTHER COMPREHENSIVE INCOME

Other comprehensive income represents net incousetipé results of certain non-stockholders’ eqciitgnges not reflected in the
Consolidated Statements of Income. The componédmher comprehensive income are as follows (housands):

Three Months Ended

March 31,
2003 2002

Net income $ 11,17:  $ 26,87:
Accumulated other comprehensive incol

Unrealized derivative gains on cashflow hed — 204

Amortization of past hedging relationshi 437 384

Total other comprehensive incor 437 58¢

Total comprehensive incon $ 11,60¢ % 27,46(

6. DISCONTINUED OPERATIONS AND THE IMPAIRMENT OF LO NG-LIVED ASSETS

In October 2001, the FASB issued SFAS No. 144 “Aeting for the Impairment or Disposal of Long-LivAdsets.” SFAS 144
supercedes SFAS No. 121 “Accounting for the Impamtof Long-Lived Assets and for Long-Lived Ass&tsBe Disposed Of’ and the
accounting and reporting provisions for disposéla segment of business as addressed in APB 30ofkeg the Results of Operations-
Reporting the Effects of the Disposal of a Segneémt Business, and Extraordinary, Unusual and ¢pfeatly Occurring Events and
Transactions.” SFAS 144 is effective as of Janda®002 and extends the reporting requirementssebdtinued operations to include those
long-lived assets which:

(1) are classified as held for sale at March 31, 2608 esult of disposal activities that were inéthsubsequent to January 1, 200

(2) were sold during 2002 and 2003 as a result of d@lpactivities that were initiated subsequent twaay 1, 2002

Per SFAS 144, those loriged assets which were sold during 2002 and reddtom disposal activities initiated prior to Janu1, 200:
should be accounted for in accordance with SFASatilAPB 30. During 2002, the Company sold cepaaperties which resulted from

disposal activities initiated prior to January @02, and the gain realized on the sale is apprgdyiancluded in the gain on disposition of
depreciable assets in the Company’s consolidatdédmsents of income.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued
6. DISCONTINUED OPERATIONS AND THE IMPAIRMENT OF LO NG-LIVED ASSETS—Continued

Below represents the net operating results andareging value of 1.9 million square feet of prdyesold during 2002 and four
apartment units sold during 2003 and 2.5 millionesg feet of property, 88 apartment units and 146t8s of revenuproducing land held fi
sale at March 31, 2003. These were a result obdamctivities that were initiated subsequenheodffective date of SFAS 144 and are
classified as discontinued operations in the Comigaronsolidated statements of income ($ in thodsgan

Three Months Ended

March 31,
2003 2002

Total revenue $ 3,91¢ $ 9,28¢
Rental operating expens 931 2,541
Depreciation and amortizatic — 2,01(
Interest expens 42¢ 43C
Income before loss on sale of discontinued oparatémd minority intere: 2,55¢ 4,307
Minority interes—income from discontinued operatic (292 (52€)
Income from discontinued operations, net of miryoriterest 2,26¢ 3,781

Loss on sale of discontinued operati (192) —

Minority interes—Iloss on sale of discontinued operati 2 —

Loss on sale of discontinued operations, net obnitipinterest a70) —
Total discontinued operatiol $ 2,09¢ $ 3,781
Net carrying valut $ 112,86! $ 251,14!

In addition, SFAS 144 requires that a long-livededlassified as held for sale be measured dbwer of the carrying value or fair
value less cost to sell. At March 31, 2003, the Gany has determined that the carrying value ofdffice properties held for sale is less tl
their fair value less cost to sell and has recaghz $288,174, net of minority interest, impairmess, which is included in loss on sale of
discontinued operations in the consolidated stat¢snaf income for the three months ended Marc2803.

SFAS 144 also requires that the carrying valuelohg-lived asset classified as held and used bgeaced to the sum of its estimated
future undiscounted cash flows. If the carryingueails greater than the sum of its undiscounteddutash flows, an impairment loss should
be recognized. At March 31, 2003, there were npgmies whereby the carrying value exceeded thedfuheir undiscounted future cash
flows, thus no impairment loss was recognized dytire three months ended March 31, 2003.

7. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the FASB issued SFAS No. 141, “Bussi@ombinations,” which provides that all busines®binations in the scope of
the Statement are to be accounted for under trehpse method. SFAS No. 141 requires companiestuatfor the value of in-place
operating leases as favorable or unfavorable velati market prices and to account for the costeqtiiring such leases separately from the
value of the real estate for all acquisitions. Ehiesangibles are to be amortized over the relatedractual lease terms as an increase to or
reduction of rental revenues. During 2003, in adaace with the guidance of SFAS No. 141, the Compatued in-place leases of the
property at the date of acquisition. As a resulimfacquisition on January 21, 2003, the Comparyrded $472,080 of the purchase price as
net intangible leases. This amount is includedlirepassets in the accompanying consolidated balsimeets. In addition, the Company has
recognized $43,107 in amortization of the net igthle leases. This amount was deducted from reet@nues in the accompanying
consolidated income statement for the three moetikded March 31, 2003.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued
7. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS —Continued

In November 2002, the FASB issued Interpretation 45 “Guarantor’s Accounting and Disclosure Reguients for Guarantees,
Including Indirect Guarantees of Indebtedness be@t’ (“FIN 45”), which changes the accounting fand disclosure of certain guarantees.
Beginning with transactions entered into after Delger 31, 2002, certain guarantees are to be reg@atdair value, which is different from
prior practice, under which a liability was recaddmnly when a loss was probable and reasonabiyalste. In general, the change applies to
contracts or indemnification agreements that caetinlly require the Company to make payments toagaaguieed thirgparty based on chang
in underlying asset, liability, or an equity setyinf guaranteed party.

In accordance with FIN 45, the Company has inclubted million in other liabilities and adjusted tineestment in unconsolidated
affiliates by $1.7 million on its consolidated bata sheet at March 31, 2003 related to two sepgtetentees of a construction loan
agreement and a construction completion agreenméetes into by the Plaza Colonnade LLC joint veatim which the Company is a 50.0%
owner. The term of the construction loan agreerseRebruary 2003 through February 14, 2006, with dme year options to extend the
maturity date that are conditional on completiod dase-up of the project. The term of the consitvn@completion agreement requires the
core and shell of the building to be complete bgéeber 15, 2005. Both guarantees arose from tiheatton of the joint venture to construct
an office building. If the joint venture was unakbberepay the outstanding balance under the castgiruloan agreement or complete the
construction of the office building, the Companyulbbe required, under the terms of the agreemenmtepay the outstanding balance under
the construction loan and complete the construaifahe office building. The maximum potential amoof future payments by the Compe
under these agreements is $33.4 million

In December 2002, the FASB issued SFAS No. 148¢ctliating for Stock-Based Compensation—Transitioth Risclosure”, which
amends FASB No. 123, “Accounting for Stock-Basedn@ensation”, to provide alternative methods ofgiton for a voluntary change to
the fair value based method of accounting for stueéed employee compensation. In addition, thersiit amends the disclosure
requirements of Statement No. 123 to require prentidisclosures in both annual and interim finalrsti@ements about the method of
accounting for stockased employee compensation and the effect of dtkead used on reported results. The standardastafé for financia
statements issued for fiscal years beginning &tsrember 15, 2002. On January 1, 2003, the Compaopted the fair value recognition
provision prospectively for all awards granted af@nuary 1, 2003. Under this provision, total cermgation expense related to stock options
is determined using the fair value of the stockay® on the date of grant and is recognized onaggéit-line basis over the option vesting
period. Prior to 2003, the Company accounted faclsbptions under this plan under the recognitiot measurement of provision of APB
Option 25 “Accounting for Stock Issued to Employeesl Related Interpretations.”

In January 2003, the FASB issued Interpretation4%p.“Consolidation of Variable Interest EntitiéEI(N 46"),” the primary objective
of which is to provide guidance on the identifioatiof entities for which control is achieved thrbugeans other than voting rights. And to
determine when and which business enterprise sluauisiolidate the variable interest entities (thénipry beneficiary”). This new model
applies when either (1) the equity investors (ifJasho not have a controlling financial interest(®) the equity investment at risk is insuffici
to finance that entity’s activities without additi financial support. In addition, FIN 46 requiadditional disclosures. The Company is
assessing the impact of this interpretation onaggounting for investments in unconsolidated jo@titures.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued

7. ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS—Contin ued

In accordance with SFAS 148, the Company has ieclud general and administrative expenses in itsaddated statement of income
for the three months ended March 31, 2003, $6,43imortization related to the vesting of stock ops granted during the three months
ended March 31, 2003. In addition, the Companyimelsaded in stockholders’ equity in its consolidhtealance sheet at March 31, 2003 the
total grant value of $308,985. See below for theamts that would have been deducted from net indbthe Company had elected to
expense the fair value of all stock option awalhdd had vested rather than those awards issuedcudrs to January 1, 2003:

Three Months Ended Three Months Ended
March 31, 2003 March 31, 2002

($ in thousands, except per share amounts)

Net income, as reporte $ 11,17 % 26,87:
Add: Stock option expense included in reportedimeame 6 —
Deduct: Total stock option expense determined ufailevalue

recognition method for all awari (17¢) (21€)
Pro forma net incom $ 11,00: $ 26,65¢
Basi—as reportel $ 006 $ 0.3€
Basi—pro forma $ 0.0e $ 0.3¢€
Diluted—as reporte: $ 0.06 $ 0.3€
Diluted—pro forma $ 006 $ 0.3t

8. SEGMENT INFORMATION
The sole business of the Company is the acquisitienelopment and operation of rental real estaipasties. The Company operates
office, industrial and retail properties and apamiunits. There are no material inter-segmentstaations.

The Company'’s chief operating decision maker (“CDsesses and measures operating results basedroperty level net operatil
income. The operating results for the individualeds within each property type have been aggregated the CDM evaluates operating
results and allocates resources on a property-tyyepty basis within the various property types.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —Continued
8. SEGMENT INFORMATION —Continued

The accounting policies of the segments are thessthose described in Note 1 included hereirthEyrall operations are within the
United States and no customer comprises more t#ndE consolidated revenues. The following tablesarizes the rental income, net
operating income and assets for each reportabtaesggor the three months ended March 31, 20038a0@ ($ in thousands):

Three Months Ended

March 31,
2003 2002

Rental Revenue (A):

Office segmen $ 90,07: $ 97,55:

Industrial segmer 8,41°¢ 8,52:

Retail segmer 10,18¢ 9,82¢

Apartment segmet 344 284
Total Rental Revenue $109,02( $116,18!
Net Operating Income (A):

Office segmen $ 57,85’ $ 66,22¢

Industrial segmer 6,482 6,94t

Retail segmer 7,221 6,79(

Apartment segmet 141 131
Total Net Operating Income $ 71,70: $ 80,09
Reconciliation to income before gain/(loss) on diggition of land and depreciable assets, minority terest

and discontinued operations:
Depreciation and amortizatic (33,299 (29,35¢)
Interest expens (28,300 (25,949
General and administrative expen (5,349 (5,356
Interest and other incon 2,89( 3,34t
Equity in earnings of unconsolidated affilia 1,761 2,56¢
Income before gain/(loss) on disposition of land @hdepreciable assets, minority interest and discoimued
operations $ 9,41« $ 25,34¢
March 31,
2003 2002

Total Assets:

Office segmen $2572,13" $2,857,42,

Industrial segmer 352,92: 325,94

Retail segmer 282,63( 258,87¢

Apartment segmel 12,88 10,79:

Corporate and othe 182,45! 169,07(
Total Assets $ 3,403,03. $ 3,622,10i

(A) Net of discontinued operatior

9. SECURED NOTE

On February 2, 1998, the Operating Partnership $b&b.0 million of MandatOry Par Put Remarketedugities (“MOPPRS”) due
February 1, 2013. The MOPPRS bore an interesofgae835% from the date of issuance through Jan8&r2003. On January 31, 2003, the
interest rate was changed to 8.975% pursuant timtbeest rate reset provisions of the MOPPRS. &rdrary 3, 2003, the Operating
Partnership repurchased 100.0% of the principal
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9. SECURED NOTE—Continued

amount of the MOPPRS from the sole holder thene@xichange for a secured note in the principal anol$142.8 million. The secured
note bears interest at a fixed rate of 6.03% ascahaaturity date of February 28, 2013.

10. COMMITMENTS AND CONTINGENCIES.

In connection with several of our joint venturetpars with unaffiliated parties, the Company hazed to guarantee certain rent
shortfalls and re-tenanting costs for certain prige contributed or sold to the joint venturesinigir1999, 2000 and 2002. As of March 31,
2003, the company has $17.9 million accrued foigalibns related to these agreements. The Compaligyvbs that its estimates related to
these agreements are adequate. However, if theimggtions and estimates are incorrect future lassgsoccur.

In addition, the Company has guaranteed our 80%@ain MG-HIW, LLC joint venture, Miller Global, eminimum internal rate of
return on $50.0 million of their equity investmemthe joint venture’s Orlando assets. If the mimiminternal rate of return is not achieved
upon the sale of these assets or winding up gbiheéventure, Miller Global would receive a dispartionate share of the cash proceeds
related to the Orlando assets. Based upon thentuanel forecasted operating performance of thesstaand the Company’s estimate of their
residual value, the estimated internal rate ofrrefar Miller Global with respect to their Orlanéguity is not less than the minimum required
return. As a result, the Company does not currexpiect that its interest in the joint venture Wil adjusted upon the sale of the subject
assets or the winding up of the joint venture essalt of the internal rate of return guaranteeweleer, if the operating performance of the
assets and/or the residual value were to be Idvear the Company’s estimates, Miller Global coultkiee a disproportionately greater share
of the cash proceeds from any such sale or winglingnd the Company'’s share would be correspondioglgr.

Certain properties owned in joint ventures withfiiiated parties have buy/sell options that mayelsercised to acquire the other
partner’s interest by either the Company or itatj@enture partner if certain conditions are metetdorth in the respective joint venture
agreement. The Company’s partner inl8I®Y Harborview, LP has the right to puts its 80.@%uity interest in the partnership to the Comj
in cash at anytime during the one-year period conming on September 11, 2014. The value of the gintierest will be determined based
upon the then fair market value of SF-HIW Harbonwi&P assets and liabilities.

In connection with the November 26, 2002 dispositid 225,000 square feet of property, fully lease&apital One Services, Inc., a
subsidiary of Capital One Financial Services, Ittte, Company agreed to guarantee any rent sher#fiatl re-tenanting costs for a five year
period of time from the date of sale. Its contingeability as of March 31, 2003 is $19.5 millioBiven this guarantee, the Company deferred
the gain of approximately $6.9 million, which wile recognized when the contingency period is caleziu

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith all of the financial statements appeartggwhere in the report and is based
primarily on the consolidated financial statemenftthe Company.
Disclosure Regarding Forward-looking Statements

Some of the information in this Quarterly ReportForm 10-Q may contain forward-looking stateme8tsch statements include, in
particular, statements about our plans, strategidsprospects under this section and under thargedBusiness.” You can identify forward-
looking statements by our use of forward-lookingri@ology such as “may,” “will,” “expect,” “anticigte,” “estimate,” “continue” or other
similar words. Although we believe that our plaingentions and expectations reflected in or suggkby such forwardboking statements a
reasonable, we cannot assure you that our plaesitions or expectations will be achieved. Whersatgring such forward-looking
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statements, you should keep in mind the followmgartant factors that could cause our actual resoltiffer materially from those
contained in any forward-looking statement:

» speculative development activity by our competitareur existing markets could result in an exoessupply of office, industri
and retail properties relative to customer dem

« the financial condition of our customers could derate;

* we may not be able to complete development, adarisireinvestment, disposition or joint venturejpcts as quickly or on as
favorable terms as anticipate

* we may not be able to lease or release space yuickin as favorable terms as old leases;

e an unexpected increase in interest rates woulé#aser our debt service costs;

* we may not be able to continue to meet our longrigguidity requirements on favorable terms;
» we could lose key executive officers; and

 our southeastern and midwestern markets may sadfditional declines in economic growth.

This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also wevie cautionary statements we make
in “Business—Risk Factors” set forth in our 2002nial Report.

Given these uncertainties, we caution you notaoglundue reliance on forward-looking statements.uvtlertake no obligation to
publicly release the results of any revisions &sthforward-looking statements that may be madefliect any future events or circumstances
or to reflect the occurrence of unanticipated event
Overview

We are a self-administered and self-managed e®Ely that began operations through a predecessi®#78. Since the Company’s
initial public offering in 1994, we have evolvedadrone of the largest owners and operators of &aruoffice, industrial and retail properties
in the southeastern and midwestern United Statelslatch 31, 2003, we:

» owned 494 in-service office, industrial and refaibperties, encompassing approximately 37.2 miltemtable square feet;

« owned an interest (50.0 % or less) in 78 in-servifiee and industrial properties, encompassingaxmately 7.8 million
rentable square feet, and 418 apartment L

» owned 1,341 acres of undeveloped land suitabléufare development; and

» were developing an additional four properties, Whigll encompass approximately 485,000 rentablesgteet (including one
property encompassing 285,000 rentable squardéhaetve are developing with a 50.0% joint ventuaieter).
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The following summarizes our capital recycling mang since the beginning of 2001:

Three Months

Ended Year Ended Year Ended
March 31, 2003 2002 2001
Office, Industrial and Retail Properties:
(rentable square feet in thousan
Dispositions — (2,270 (26¢)
Contributions to Joint Venture — — (11¢)
Developments Placed-Service 131 2,21« 1,351
Redevelopmer (152 (52 —
Acquisitions 66 — 72
Net Change 45 (1098 1,03%
Apartment Properties:
(in units)
Dispositions — — (1,672

In addition to the above capital recycling actiyitjyring the three months ended March 31, 2003lemgears ended December 31, 2
and 2001, we repurchased $2.8 million, $4.8 milkowl $148.8 million of Common Stock and Common &lnigspectively, and $18.5 millic
of Preferred Stock during the year ended DecembgeP@01. This represents aggregate repurchasdsdf®$million of Common Stock,
Common Units and Preferred Stock since Januar®@l through March 31, 2003.

The Company conducts substantially all of its atiéis through, and substantially all of its intdsei® the properties are held directly or
indirectly by, the Operating Partnership. The Conypia the sole general partner of the Operatingneship. At March 31, 2003, the
Company owned 88.6% of the Common Units in the @jeg Partnership.

Critical Accounting Policies

Our discussion and analysis of financial conditmidl results of operations is based upon our Cataeli Financial Statements
contained elsewhere in this Quarterly Report. Comgolidated Financial Statements include the adsaefithe Company and the Operating
Partnership and their majority-controlled affilistéor a discussion of our accounting policies wétpect to our investments in
unconsolidated affiliates, see “—Investments imtl¥ientures.” The preparation of financial statetaén conformity with GAAP requires us
to make estimates and assumptions that affeceffmted amounts of assets and liabilities and is&asure of contingent assets and
liabilities at the date of the financial statemestsl the reported amounts of revenues and expéorsie reporting period. Actual results
could differ from our estimates.

The estimates used in the preparation of our Cateteld Financial Statements are described in Néteolr Consolidated Financial
Statements for the three months ended March 313.28@wever, certain of our significant accountiraligies are considered critical
accounting policies due to the increased levekstimptions used or estimates made in determing&igithpact on our Consolidated Finan
Statements. Management has reviewed our criticawating policies and estimates with the audit cdtem of the Company’s board of
directors and the Company’s independent auditors.

We consider our critical accounting policies tothese used in the determination of the reportedusmtsoand disclosure related to the
following:

» Impairment of long-lived assets;
» Allowance for doubtful accounts;

e Capitalized costs;
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» Fair value of derivative instruments;
* Rental revenue; and

» Investments in joint ventures.

Impairment of long-lived assetsReal estate and leasehold improvements are clsi§i long-lived assets held for sale or as lormgk
assets to be held and used. In accordance witers¢at of Financial Accounting Standards No. 144;c¢@unting for the Impairment or
Disposal of Long-Lived Assets,” we record assetd far sale at the lower of the carrying amountair value less cost to sell. The
impairment loss is the amount by which the carrnangpunt exceeds the fair value less cost to séth W¥spect to assets classified as held
used, we periodically review these assets to détermhether our carrying amount will be recovenehf their undiscounted future operating
cash flows and we recognize an impairment loshéektent we believe the carrying amount is natverable. Our estimates of the
undiscounted future operating cash flows expeaidibtgenerated are based on a number of assumfitairese subject to economic and
market uncertainties including, among others, dehfanspace, competition for customers, changesarket rental rates, and costs to ope
each property. As these factors are difficult tedict and are subject to future events that may alir assumptions, the undiscounted future
operating cash flows estimated by us in our impaithanalyses may not be achieved and we may b&edda recognize future impairment
losses on our properties.

Allowance for doubtful accounts.Accounts receivable are reduced by an allowancarfayunts that may become uncollectible in the
future. Our receivable balance is comprised prityaffi rents and operating cost recoveries due fcostomers as well as accrued rental rate
increases to be received over the life of the mgdeases. We regularly evaluate the adequacyméiowance for doubtful accounts
considering such factors as the credit qualitywofaustomers, delinquent payments, historical et current economic conditions. Actual
results may differ from these estimates under diffeassumptions or conditions. If our assumptiegsrding the collectibility of accounts
receivables prove incorrect, we could experiendeevaffs of accounts receivable or accrued straligiet rents receivable in excess of our
allowance for doubtful accounts.

Capitalized costs Expenditures directly related to both the develophoé real estate assets and the leasing of piepete included in
net real estate assets and are stated at cost @otisolidated balance sheets. The developmennéitpess include pre-construction costs
essential to the development of properties, devedsyt and construction costs, interest costs, stateetaxes, salaries and other costs incurrec
during the period of development. The leasing edfiares include all general and administrative gosicluding salaries incurred in
connection with successfully securing leases omptbperties. Estimated costs related to unsucddssfees are expensed as incurred. If our
assumptions regarding the successful efforts ofld@wment and leasing are incorrect, the resultdjgsdments could impact earnings.

Fair value of derivative instruments.In the normal course of business, we are exposttkteffect of interest rate changes. We limit
our exposure by following established risk manag#rmpelicies and procedures including the use ofvdéves. To mitigate our exposure to
unexpected changes in interest rates, derivatreeased primarily to hedge against rate movemantsuo related debt. We are required to
recognize all derivatives as either assets orlii@s in the consolidated balance sheets and @msore those instruments at fair value. Cha
in fair value will affect either stockholders’ etjubr net income depending on whether the derieatigtrument qualifies as a hedge for
accounting purposes.

To determine the fair value of derivative instrunsemve use a variety of methods and assumptionathdased on market conditions
and risks existing at each balance sheet datehEanajority of financial instruments, including stalerivatives, standard market convent
and techniques such as discounted cash flow aeabysiion pricing modes, replacement cost and tetign cost are used to determine fair
value. All methods of assessing fair value result general approximation of value, and such valag never actually be realized.

Rental revenue.Rental revenue is comprised of base rent, recavéden customers which represent reimbursementseidain costs
as provided in the lease agreements such as tate ésxes, utilities, insurance, common area raaarice and other recoverable costs,
parking and other income and termination fees whétdte to
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specific customers, each of whom has paid a féertoinate its lease obligation before the end efdbntracted term on the lease.

In accordance with GAAP, base rental revenue isgeized on a straight-line basis over the ternthefrespective leases. This means
that, with respect to a particular lease, actuaamts billed in accordance with the lease duringgiwen period may be higher or lower than
the amount of rental revenue recognized for theogeAccrued straight-line rents receivable repnes¢he amount by which straight-line
rental revenue exceeds rents currently billed soetance with lease agreements.

Investments in joint ventures.As of March 31, 2003, our investments in unconsaéd affiliates consist of one corporation, nine
limited liability companies, five limited partneiigls and two general partnerships. We account foiraestments in unconsolidated affiliates
under the equity method of accounting as we exesignificant influence, but do not control thesétes. Our unconsolidated corporation is
controlled by an unrelated third party that owngenthan 50.0% of the outstanding voting stock. \&eeha 50.0% or less ownership interest
in the unconsolidated limited liability companiesglaunder the terms of the various operating agestsndo not have any participating rigl
We have a 50.0% or less ownership interest in tloensolidated limited partnerships and generahgaships. Although we have an interest
in two unconsolidated general partnerships andhe&rgeneral partner in three of the unconsolidkteited partnerships, under the terms of
the various partnership agreements, we do not t@awiol of the major operating and financial pa@giof these unconsolidated partnerships.

These investments are initially recorded at casinaestments in unconsolidated affiliates, andsatesequently adjusted for equity in
earnings and cash contributions and distributidmg. difference between the carrying amount of thagestments on our balance sheet and
the underlying equity in net assets is amortizedraadjustment to equity in earnings of unconstidaffiliates over the life of the property,
which is generally 40 years.

From time to time, we contribute real estate agset® unconsolidated joint venture in exchangeafoombination of cash and an eqt
interest in the venture. We record a partial gairthe contribution of the real estate assets t@xitent of the third party investsrinterest an
record a deferred gain to the extent of our coitiginterest in the unconsolidated joint venture.
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Results of Operations

As described in Note 6 to the Consolidated Findritatements, we reclassified the operations argiim/(loss) from disposal of cert:
properties to discontinued operations if the propsmere either sold during 2002 and 2003 or \ketd for sale at March 31, 2003 and met
certain conditions as stipulated by Financial Actowg Standards Board Statement No. 144, “Accogiiom the Impairment and Disposal of
Long-Lived Assets,” (“SFAS 144"). Accordingly, pregies sold during 2002 that did not meet certaimditions as stipulated by SFAS 144
were not reclassified to discontinued operations.

The following table sets forth information regarmgliour results of operations for the three montldedrMarch 31, 2003 and 2002 ($ in
millions):
Three Months Ended

March 31,
2003 2002 $ Change
Rental revenue $ 109.( $ 116.C $ (7.2
Operating expenses
Rental propert 37.5 36.1 1.2
Depreciation and amortizatic 33.c 29.4 3.6
Interest expenst
Contractua 27.1 25.€ 2.1
Amortization of deferred financing cos 0.€ 0.3 0.3
28.2 25.¢ 24
General and administrati\ 5.3 5.3 —
Total operating expens: 104.2 96.7 7.5
Other income:
Interest and other incon 2.8 3.3 (0.9
Equity in earnings of unconsolidated affilia 1.8 2.€ (0.8
4.7 5.9 1.2
Income before gain/(loss) on disposition of land depreciable assets, minority interest
and discontinued operatio 9.4 25.5 (15.9
Gain/(loss) on disposition of lar 0.¢ (0.2 1.1
Gain on disposition of depreciable as: — 1.2 1.2
Income before minority interest and discontinuedrapions 10.2 26.2 (16.0
Minority interest 1.2 (3.2 (2.0
Income from continuing operatiol 9.1 23.1 (14.0
Discontinued operations:
Income from discontinued operations, net of miryoriteresi 2.3 3.8 (1.5
Loss on sale of discontinued operations, net obnitininterest (0.2 — (0.2
21 3.8 .7
Net income 11.2 26.€ (15.7)
Dividends on preferred shar (7.7 (7.7 —
Net income available for common stockholders $ 3.5 $ 19.C $ (159

Three Months Ended March 31, 2003Rental revenue from continuing operations decre&3ezi million, or 6.2%, from $116.2 millic
for the three months ended March 31, 2002 to $188ll®n for the three months ended March 31, 2008 decrease was primarily a result
of a decrease in average occupancy rates from 8fbb#e three months ended March 31, 2002 to 8¥of%he three months ended March
31, 2003. These decreases are primarily a resthieafejection of two leases at December 31, 2¢0&/brldCom in connection with its
bankruptcy filing in 2002, encompassing 819,653able square feet, resulting in a decrease in Iremtanues of approximately $4.2 millic
and a decrease in average occupancy of 2.2%. itiagdental revenues from continuing operations
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decreased as a result of customer rollover angt Emde terminations at various properties wheoanaspace was not re-leased due to the
lack of demand for office space coupled with améasing supply of competitive space. During 2002 the three months ended March 31,
2003, approximately 2.1 million square feet of depenent properties were placed in-service whicheHaased-up slower than expected and,
as a result, have also adversely affected the acmypof our overall portfolio. In addition, leagrination fees decreased $1.6 million for
three months ended March 31, 2002 to the threelma@rnded March 31, 2003.

Same property rental revenue generated from tierBblion square feet of 472 wholly-owned in-seevigroperties on January 1, 2002,
decreased $9.4 million, or 8.13%, for the three thheended March 31, 2003 compared to the threehm@mnded March 31, 2002. This
decrease is primarily a result of lower same priyp@rerage occupancy, which decreased from 89.52002 to 80.6% in 2003, and the
rejection of two leases at December 31, 2002 byl#@mm encompassing 819,653 rentable square feseflfirey in a decrease in same
property rental revenue of approximately $4.2 willi

During the three months ended March 31, 2003, 2tored generation leases representing 2.0 millioarggfeet of office, industrial a
retail space were executed at an average ratgparesfoot which was 7.0% lower than the averatgepear square foot on the expired leases.

Rental operating expenses from continuing operat{oral estate taxes, utilities, insurance, reaicsmaintenance and other property-
related expenses) increased $1.2 million, or 3f88m $36.1 million for the three months ended MaBdh 2002 to $37.3 million for the three
months ended March 31, 2003. Rental operating esqeeas a percentage of rental revenue increased3ftd % for the three months ended
March 31, 2002 to 34.2% for the three months emdarth 31, 2003. The increase in these expensepasentage of revenue was a resu
the decrease in rental revenue, primarily duewetcaverage occupancy and the rejection of twaekeas December 31, 2002 by WorldCom
encompassing 819,653 rentable square feet. Thestioas resulted in a $4.2 million decrease irtabrevenue for the three months ended
March 31, 2003. In addition, those operating expsrikat would have been paid by WorldCom if thedsavere not rejected were paid by us
and included in operating expenses during the timaeths ended March 31, 2003. In addition to therehese of rental revenue, lower average
occupancy and the impact of the rejection of Woddibf two leases, in the three months ended Mat¢l2@03, increases in utilities, snow
removal, repairs and maintenance and certain fiyegtating expenses that do not vary with net cheaimgeur occupancy percentage resulted
in an increase in property rental property expeases percentage of rental revenue from the thorehm ended March 31, 2002 to the three
months ended March 31, 2003.

Same property rental property expenses, whichherexpenses of the 472 wholly-owned in-service @ntigs on January 1, 2002,
increased $1.8 million, or 5.3%, for the three rhergnded March 31, 2003, compared to the threehma@ntded March 31, 2002. Same
property rental property expenses as a percenfagéated revenue increased 4.3% from 29.1% fothhee months ended March 31, 2002 to
33.4% for the three months ended March 31, 2008.ifitrease in these expenses as a percentagesafirewas a result of the decrease in
same property rental revenue, primarily due to loaxerage occupancy and the rejection of two leases December 31, 2002 by
WorldCom encompassing 819,653 rentable squareTaete rejections resulted in a $4.2 million deseda same property rental revenue for
the three months ended March 31, 2003. In addititmse operating expenses that would have beerbgaldorldCom if the leases were not
rejected were paid by us and included in same pippperating expenses during the three monthsceitégch 31, 2003. In addition to the
decrease of same property rental revenue, loweaggeccupancy and the impact of the rejection ofldCom of two leases, in the three
months ended March 31, 2003, increases in usi/isaow removal, repairs and maintenance and gditad operating expenses that do not
vary with net changes in our occupancy percentagglted in an increase in same property rentalgstpgxpenses from the three months
ended March 31, 2002 to the three months endedhvgirc2003.

Depreciation and amortization from continuing opierss for the three months ended March 31, 20032802 was $33.3 million and
$29.4 million, respectively. The increase of $3ifliom, or 13.3%, was due to an increase in amatiin related to leasing commissions and
tenant improvement expenditures for propertiesqulan-service during 2002 and the three monthsceiMbech 31, 2003 and the write-off of
deferred leasing costs for customer that vacaie space prior to lease expiration. This increass partially offset by a decrease in
depreciation for properties disposed of during 200G are not classified as discontinued operatio@ecordance with SFAS 144.
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Interest expense from continuing operations in@e&2.4 million, or 9.3%, from $25.9 million forethree months ended March 31,
2002 to $28.3 million for the three months endeddi81, 2003. The increase was primarily attribleab the decrease in capitalized inte
for the three months ended March 31, 2003 and 20b2h was $365,880 and $4.0 million, respectivalyd an increase in average interest
rates from 6.9% in the first quarter of 2002 ta%3.ih the first quarter of 2003. Partly offsettifgese increases was a decrease in the average
outstanding debt balance from the first quarte2@@?2 to the first quarter of 2003. Interest expdns¢he three months ended March 31, 2003
and 2002 included $625,897 and $338,950, respégtiokamortization of deferred financing costs axodts related to our interest rate hedge
contracts.

General and administrative expenses as a perceotaggl revenue, which includes rental revenue iaterest and other income for
both continuing and discontinued operations andtyguearnings of unconsolidated affiliates was%.for the three months ended March
2003 and 4.0% for the three months ended MarcR@12. The increase of 0.5% was a result of theedeserin rental revenue from the three
months ended March 31, 2002 to the three monthedekthrch 31, 2003. In addition, included in thisrgase, was a nonrecurring
compensation charge of $186,000 recorded durinthtiee months ended March 31, 2002, which waselat the exercise of stock options.

Interest and other income from continuing operatidacreased $455,383, or 13.6%, from $3.3 millarite three months ended Ma
31, 2002 to $2.9 million for the three months enlfedch 31, 2003. The decrease primarily resultethfa decrease in leasing and
development fee income in the three months ende@iMzil, 2003 and a decrease in interest inconteeithiree months ended March 31,
2003 due to the collection of notes receivablerduf002.

Equity in earnings of unconsolidated affiliates mesed $803,365 from $2.6 million for the three therended March 31, 2002 to $1.8
million for the three months ended March 31, 2008 decrease was primarily a result of the dedlireverage occupancy rates for certain
joint ventures from 94.7% in the three months endadch 31, 2002 to 90.4% in the three months emdaxth 31, 2003

Gain/(loss) on disposition of land and depreciasisets decreased $60,611, or 6.4%, to $883,3T6efdnree months ended March 31,
2003 from $943,987 for the three months ended Maigt2002. In the first quarter of 2003, the mayoadif the gain was comprised of a gain
related to the disposition of 6.7 acres of landhimfirst quarter of 2002, the majority of thergaias comprised of a gain related to the
disposition of 128,000 square feet of office praoipsrthat did not meet certain conditions to besifeed as discontinued operations as
described in Note 6 of the Consolidated Financiate3nents, offset by a loss related to the disjpositf 50.8 acres of land.

In accordance with SFAS 144, we classified netime®f $2.3 million and $3.8 million, net of mingriinterest, as discontinued
operations for the three months ended March 313 20@ 2002, respectively, which pertained to 1.Mianisquare feet of property sold
during 2002 and four apartment units sold soldrap#003 and 2.5 million square feet of propertydHel sale at March 31, 2003. We also
classified as discontinued operations for the timeaths ended March 31, 2003 a loss of $288,1&4fmeinority interest, related to an
impairment charge on two properties held for salarch 31, 2003. This loss was offset by a gai#18,517, net of minority interest, on
the sale of four apartment units sold during the¢ghmonths ended March 31, 2003.

Known Trends Affecting Results of Operations
We expect our net income and funds from operatiorte lower in 2003 than in 2002 due to the follogvfactors:
« lower occupancy;

* lower first year cash rents;
» additional asset sales;
« the bankruptcy of two significant customers in 20&2d

» general economic conditions in each of our printagrkets.
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In 2003, we expect occupancy to be lower than DRAfximarily due to the leases rejected by WorldGom US Airways and the
general decline in employment rates in our mark@tsing the last nine months of 2003, the leaseapproximately 4.4 million rentable
square feet of space, or 14.2% of our portfolid, @xpire. This square footage represents apprabeipd 3.4% of our annualized revenue in
2003. As of April 24, 2003, approximately 31.8%tloiE space had been re-leased with existing custordeased to new customers.
Historically, we have renewed approximately 60.0960% of expiring leases with existing customers. 8¥pect this re-leasing percentage to
be lower during the remainder of 2003. In additie,expect the average rental rate for expiringdedhat have been renewed or released in
the remainder of 2003 to be lower than the previagtve month period.

We do not anticipate that positive employment giowbuld lead to a corresponding increase in denfi@ndffice space in 2003.
Improving employment in our markets will not necady result in positive space absorption becadgbesignificant amount of under-
utilized space and space available for subleasarimarkets. Customers have indicated that theyfaréhe most part, unwilling to commit
space expansion plans until they have a betteesafrthe stability of the economic recovery in thé&. and abroad.

In 2003, we expect to continue our capital recygfimogram of selectively disposing of noare properties or other properties the sa
which can generate attractive returns. See “Liquidhd Capital Resources—Capital Recycling Prograithough we intend to use the net
proceeds from asset dispositions to repay debdl $tmckholder distributions and repurchase Comntook$Sany net decrease in our property
portfolio generally tends to result in lower netéme.

On July 21, 2002, WorldCom filed a voluntary petitiwith the United States Bankruptcy Court seekeligf under Chapter 11 of the
United States Bankruptcy Code. As of the bankrufiting date, we had 17 leases encompassing 98&§@are feet in fifteen locations with
WorldCom and its affiliates. These leases represe$17.9 million of annualized revenue and apprexaty 3.8% of our total annualized
revenue. As of December 31, 2002, WorldCom rejestedeases encompassing 819,653 square feet wiitliadized revenue of
approximately $14.9 million. In addition, effectiay 1, 2003, WorldCom rejected an additional lemseompassing 21,806 square feet with
annualized revenue of approximately $311,000.

We have filed a claim in connection with the regetteases in the amount of $20.8 million. An addil claim will be filed relating to
the lease rejected May 1, 2003, once the damagesheen determined. Actual amounts to be receivaedtisfaction of these claims will be
subject to WorldCom'’s final plan of reorganizatiemd the availability of funds to pay creditors.

In addition, there are 12 leases with WorldCom imdffiliates encompassing 38,624 square feetmMiller Global (“MG-HIW,
LLC") joint venture. As of April 30, 2003, WorldComejected a MG-HIW, LLC lease encompassing 233 igjfeet with annualized revenue
of approximately $2,100. A claim will be filed réleg to this lease once the damages have beemugtst.

On August 11, 2002, US Airways Group, Inc. filedaduntary petition with the United States Bankryp@ourt seeking relief under
Chapter 11 of the United States Bankruptcy CodeofAke filing date, we had six leases with the Al&vays encompassing 414,059 square
feet in Winston-Salem, North Carolina. These leaspgesented $6.9 million of annualized revenueapmtoximately 1. 47% of our total
annualized revenue. We entered into an agreemémiJ@ Airways that was approved by the United St&8tenkruptcy Court on February 21,
2003, whereby they will continue to lease 293,07ase feet of this space. Under this agreementAid&ays has rejected two leases
encompassing 119,013 square feet with annualizeghtee of approximately $3.1 million. One lease vegscted effective February 1, 2003
and the second was rejected effective April 1, 2@@Rlitionally, we have agreed to a $600,000 reidndn annual rent on one lease,
encompassing 81,220 square feet and expiring orrbleer 31, 2007, for the remaining term of the lease

On March 31, 2003, US Airways Group, Inc. annourtbed it had satisfied the conditions needed torgemm&om Chapter 11 bankrup
protection. As a result of their emergence, theaiaing 2,039 square foot retail lease was accepted.

We cannot provide any assurance that we will be tibte-lease rejected space quickly or on as édlerterms.
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Liquidity and Capital Resources

Statement of Cash FlowsThe following table sets forth the changes in tleen@anys cash flows from the first three months of 200
compared to the first three months of 2002 ($ ouands):

Three Months Ended March 31,

2003 2002 $ Change
Cash Provided By Operating Activiti $ 38,80t $ 42,820 $ (4,01¢
Cash (Used In)/Provided By Investing Activiti (20,189 12,43¢ (32,626
Cash Used in Financing Activiti¢ (20,43) (51,979 41,54;
Total Cash Flow: $ 8,181 $ 3,281 $ 4,90(

Cash provided by operating activities was $38.8ionilfor the three months ended March 31, 2003%418 million for the three
months ended March 31, 2002. The decrease of $li@mwas primarily a result of a decrease in aggr occupancy rates for our wholly-
owned portfolio and a net decrease in our portfatia result of our capital recycling program.ddition, the level of net cash provided by
operating activities is affected by the timing e€eipt of revenue and payment of expenses.

Cash used in investing activities was $20.2 milfionthe three months ended March 31, 2003 and pashded by investing activities
was $12.4 million for the three months ended M&th2002. The decrease of $32.6 million was prilparresult of a decrease in proceeds
from dispositions of real estate assets of appratety $20.8 million for the three months ended Ma8¢, 2003, a decrease in investments in
notes receivable of $5.4 million and an increasadditions to real estate assets of approximate®y@million for the three months ended
March 31, 2003, partly offset by an increase irtriigtions and other investing activities of $6.8lion.

Cash used in financing activities was $10.4 millionthe three months ended March 31, 2003 andd$sdlion for the three months
ended March 31, 2002. The decrease was primarégult of a decrease of $39.8 million in net repagta on the unsecured revolving loan,
mortgages and notes payable for the three monthedearch 31, 2003.

Capitalization. Based on our total market capitalization of $312dw at March 31, 2003 (at the March 31, 2003 ktprce of $20.44
and assuming the redemption for shares of CommurkSif the 6.8 million Common Units of minority a@rest in the Operating Partnership),
our debt represented approximately 49.5% of oad tairket capitalization. Our total indebtednesslatch 31, 2003 was $1.6 billion and
was comprised of $660.3 million of secured indebtsd with a weighted average interest rate of aB&$920.0 million of unsecured
indebtedness with a weighted average interesofede€d%. We do not intend to reserve funds to eegixisting secured or unsecured debt upon
maturity. For a more complete discussion of ougtterm liquidity needs, see “Current and FuturenOdseds.”
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The following table sets forth the principal payrtsedue on our mortgages and notes payable as ah\&dr, 2003 ($ in thousands):

Within Within Within Within Within
Total 1 year 2 years 3years 4 years 5years Thereafter

Fixed Rate Debt:

Unsecured:

Put Option Notes (1 $ 100,000 $ — $ — $ — $ — $ — $100,00(

Notes 706,50( 246,50( — — 110,00( 100,00 250,00
Secured:

Mortgages and loans payal 656,06: 12,37¢ 54,37¢ 40,55¢ 76,55( 16,10¢ 456,09¢

Total Fixed Rate Del 1,462,56. 258,87t 54,37¢ 40,55¢ 186,55( 116,10! 806,09¢
Variable Rate Debt:

Unsecured:

Term Loan 20,00¢( — — 20,00( — — —

Revolving Loar 93,50( 93,50( — — — — —
Secured:

Mortgage loan payab 4,24( 244 26¢ 281 294 3,152 —

Total Variable Rate Del 117,74 93,74« 26¢ 20,28: 294 3,152 —
Total Long Term Debt $1,580,30. $352,62( $54,64¢ $60,837 $186,84: $119,25  $806,09¢

(1) On June 24, 1997, a trust formed by the OperatartnBrship sold $100.0 million of Exercisable PptiOn Securities due June 15,
2004 (“X-POS"), which represent fractional undivideeneficial interest in the trust. The assetdefttust consist of, among other
things, $100.0 million of Exercisable Put Optiontd&®due June 15, 2011 (the “Put Option Notes"iedsdy the Operating Partnership.
The Put Option Notes bear an interest rate of 7.&®% the date of issuance through June 15, 2064r Aune 15, 2004, the interest
rate to maturity on such Put Option Notes will b&9846 plus the applicable spread determined asr# 16, 2004. In connection with
the initial issuance of the Put Option Notes, anteuparty was granted an option to purchase th®BPBtion Notes from the trust on Ju
15, 2004 at 100.0% of the principal amount. If tbenter party elects not to exercise this optiba,@perating Partnership would be
required to repurchase the Put Option Notes framilttust on June 15, 2004 at 100.0% of the prin@pabunt plus accrued and unpaid
interest.

Secured Indebtedness

The mortgage and loans payable and the securellirgy@an were secured by real estate assetsamitliggregate carrying value of
$1.1 billion at March 31, 2003.

On February 2, 1998, the Operating Partnership $bk$.0 million of MandatOry Par Put Remarketedusiges (‘“MOPPRS”) due
February 1, 2013. The MOPPRS bore an interesofgae835% from the date of issuance through Jan8&r2003. On January 31, 2003, the
interest rate was changed to 8.975% pursuant tmtleest rate reset provisions of the MOPPRS. €rdrary 3, 2003, the Operating
Partnership repurchased 100.0% of the principalusrinof the MOPPRS from the sole holder thereofithange for a secured note in the
principal amount of $142.8 million. The securedebears interest at a fixed rate of 6.03% and maatarity date of February 28, 2013.

Unsecured Indebtedness

The Operating Partnership’s unsecured notes of $8@8lion bear interest rates ranging from 6.7%981125% with interest payable
semi-annually in arrears. Any premium and discoatsted to the issuance of the unsecured notesing lamortized over the life of the
respective notes as an adjustment to interest sgpéi of the unsecured notes, except for the@piton Notes, are redeemable at any time
prior to maturity at our option, subject to certaonditions including the payment of make-whole ants.

We currently have a $300.0 million unsecured rewmgitoan (with $93.5 million outstanding at March, 2003) that matures in
December 2003. Our unsecured revolving loan alslodies a $150.0 million competitive sub-facility.
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Depending upon the corporate credit ratings asdigmes from time to time by the various ratingrages, our unsecured revolving loan bt
variable rate interest at a spread above LIBORingniygom 0.70% to 1.55%. We currently have a credliihg of BBB- assigned by Standard
& Poor’s, a credit rating of BBB- assigned by Fitale. and a credit rating of Baa3 assigned by M&othwestor Service. As a result, interest
currently accrues on borrowings under our unsecteedlving loan at an average rate of LIBOR plus@Sis points. We cannot provide any
assurances that these rating agencies will notgehaar credit ratings. If any of our credit ratirage lowered, the interest rate on borrowings
under our revolving loan would be automaticallyreased. In addition, we are currently requireday an annual facility fee equal to .20% of
the total commitment under the unsecured revolloag.

The terms of the revolving loan and the indenthet governs our outstanding notes require us tqpbowith certain operating and
financial covenants and performance ratios. Wecargently in compliance with all such requiremerihough we expect to remain in
compliance with the covenants and ratios underewoslving loans for at least the next several qrartdepending upon our future operating
performance, we cannot assure you that we willinaetto be in compliance. We are currently negoigaivith our lenders a replacement of
our current unsecured revolving loan, which expineBecember 2003, with a new unsecured revolviag lthat would contain lessstrictive
covenants. However, we cannot assure you that Wéevable to obtain such new financing on accdpttdrms, if at all.

The following table sets forth more detailed infation about the Company’s ratio and covenant camp# under the Company’s
unsecured revolving loan as of March 31, 2003. &euf these definitions may differ from similaries used in the consolidated financial
statements and may, for example, consider our ptiopate share of investments in unconsolidateitlaa#fs. For a more detailed discussion
of the covenants in our revolving loan, includirgfiditions of certain relevant terms, see the d¢ragieement governing our revolving loan
which is incorporated by reference in our 2002 AadriReport as Exhibit 10.13 and the various amendsrterthe credit agreement include:
this Quarterly Report.

March 31, 2003

Total Liabilities Less Than or Equal to 55% of TicAagsets 52.2%
Unencumbered Assets Greater Than or Equal to Ztismsecured Del 2.2¢
Secured Debt Less Than or Equal to 30% of Totakts 23.5%
Adjusted EBDITA Greater Than 2.25 times Interesp&nse 2.4C
Adjusted EBDITA Greater Than 1.60 times Fixed Clea 1.7¢
Adjusted NOI Unencumbered assets Greater Thant@n2s Interest on Unsecured D 2.71
Tangible Net Worth Greater Than $1.625 Billi $ 1.7 billion
Restricted Payments, including distributions torshalders, Less Than or Equal to 95% of C 51.2%

The following table sets forth more detailed infation about the Operating Partnership’s ratio angenant compliance under the
Operating Partnership’s indenture as of March 8032 Certain of these definitions may differ frommiar terms used in the consolidated
financial statements and may, for example, consideproportionate share of investments in uncodatdd affiliates. For a more detailed
discussion of the covenants in our indenture, oficly definitions of certain relevant terms, seeitftenture governing our unsecured notes
which is incorporated by reference in our 2002 AairiReport as Exhibit 4.2.

March 31, 2003

Overall Debt Less Than or Equal to 60% of Adjustethl Asset: 40.2%

Secured Debt Less Than or Equal to 40% of AdjuStedl Asset: 16.£%
Income Available for debt service Greater Than 1iB@s Annual Service Chari 3.C
Total Unencumbered Assets Greater Than 200% of duimed Deb 307.(%

Current and Future Cash NeedsHistorically, rental revenue has been the princgoairce of funds to meet our short-term liquidity
requirements, which primarily consist of operatmgenses, debt service, stockholder distributiang,guarantee obligations and ordinary
course capital expenditures. In addition, constonananagement, maintenance, leasing and managéeesrttave provided sources of cash
flow. We presently have no plans for major capitgbrovements to the existing properties exceptter$1.4 million renovation of Tampa
Bay
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Park and the $9.1 million general and non-recurrergvations at Country Club Plaza. In addition,agald incur tenant improvements and
lease commissions related to any releasing of gpaséously leased by WorldCom and US Air and #mtevelopment of the EPA site in
Research Commons.

In addition to the requirements discussed aboveslort-term (within the next 12 months) liquidigquirements also include the
funding of our existing development activity anfigeneration tenant improvements and lease casionson properties placed in service
that are not fully leased. We expect to fund owrsterm liquidity requirements through a combipnatof working capital, cash flows from
operations and the following:

 borrowings under our unsecured revolving loan @$204.9 million of availability as of April 14, P3);
« the selective disposition of non-core assets cgradlssets the sale of which can generate attraetivens;

« the sale or contribution of some of our wholly-owrgroperties, development projects and developiaedtto strategic joint
ventures to be formed with unrelated investorsciiwill have the net effect of generating additiorepital through such sale or
contributions; ant

* the issuance of secured debt (at March 31, 200Bade$2.5 billion of unencumbered real estate asgatost).

Our long-term liquidity needs generally include thading of existing and future development acyivételective asset acquisitions and
the retirement of mortgage debt, amounts outstgnalirder the two revolving loans and long-term unsett debt. We remain committed to
maintaining a flexible capital structure. Accordingve expect to meet our lorigrm liquidity needs through a combination of (1§ tssuanc
by the Operating Partnership of additional unsetdebt securities, (2) the issuance of additiogaltg securities by the Company and the
Operating Partnership as well as (3) the sourcssrithed above with respect to our shiertm liquidity. We expect to use such sources tet
our long-term liquidity requirements either throudjhect payments or repayment of borrowings underunsecured revolving loan. We do
not intend to reserve funds to retire existing sedwr unsecured indebtedness upon maturity. ldstea will seek to refinance such debt at
maturity or retire such debt through the issuarfeegaity or debt securities.

We anticipate that our available cash and cashvatgiits and cash flows from operating activitieghwash available from borrowings
and other sources, will be adequate to meet outatamd liquidity needs in both the short and leegn. However, if these sources of funds
are insufficient or unavailable, the Company’siabtio make the expected distributions to stockemdliscussed below and satisfy other cash
payments may be adversely affected.

Commitments and Contingenciesln connection with several of our joint venturetpars with unaffiliated parties, the Company has
agreed to guarantee certain rent shortfalls aridnanting costs for certain properties contributedold to the joint ventures during 1999,
2000 and 2002. As of March 31, 2003, the Compasy#ia.9 million accrued for obligations relateditese agreements. The Company
believes that its estimates related to these agmetnare adequate. However, if their assumptiodsatimates are incorrect future losses may
occur.

In addition, the Company has guaranteed our 80%@ain MG-HIW, LLC joint venture, Miller Global, eminimum internal rate of
return on $50.0 million of their equity investmemthe joint venture’s Orlando assets. If the mimiminternal rate of return is not achieved
upon the sale of these assets or winding up gbiheventure, Miller Global would receive a dispartionate share of the cash proceeds
related to the Orlando assets. Based upon thentwamel forecasted operating performance of thezsts@and the Company’s estimate of their
residual value, the estimated internal rate ofrrefar Miller Global with respect to their Orlanéguity is not less than the minimum required
return. As a result, the Company does not currexpiect that its interest in the joint venture Wil adjusted upon the sale of the subject
assets or the winding up of the joint venture essalt of the internal rate of return guaranteeweleer, if the operating performance of the
assets and/or the residual value were to be Idvear the Company’s estimates, Miller Global coultkiee a disproportionately greater share
of the cash proceeds from any such sale or wingliingnd the Company’s share would be correspondioglgr.

Certain properties owned in joint ventures withfiiiated parties have buy/sell options that mayesercised to acquire the other
partner’s interest by either the Company or itatj@enture partner if certain conditions are metetdorth in the respective joint venture
agreement. The Company’s partner in SF-HIW Harlsovyi P
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has the right to puts its 80.0% equity intereghi partnership to the Company in cash at anytionimgd the one-year period commencing on
September 11, 2014. The value of the equity intavédkbe determined based upon the then fair miavkkie of SF-HIW Harborview, LP
assets and liabilities.

In connection with the November 26, 2002 dispositid 225,000 square feet of property, fully lease&apital One Services, Inc., a
subsidiary of Capital One Financial Services, Ittte, Company agreed to guarantee any rent shertfall re-tenanting costs for a five year
period of time from the date of sale. The Compagistingent liability as of March 31, 2003 is $188lion. Given this guarantee, the
Company deferred the gain of approximately $6.%ioni] which will be recognized when the contingempeyiod is concluded.

Joint Ventures. During the past several years, in order to genexdditional capital, the company has formed varjous ventures witl
unrelated investors. The Company has retained rityregjuity interests ranging from 12.50% to 50.00these joint ventures. As required
GAAP, The Company has accounted for its joint vemactivity using the equity method of accountiagljt does not control these joint
ventures. As a result, the assets and liabilitftehe Companys joint ventures are not included on its balan@eshnd the results of operati
of the ventures are not included on its incomeestant, other than as equity in earnings of uncafesteld affiliates.

The following table sets forth information regamgliour joint venture activity as recorded on theegsive joint venture’s books at
March 31, 2003 and December 31, 2002 ($ in thoumand

March 31, 2003 December 31, 2002
Percent Total Total Total Total
Owned Assets Debt Liabilities Assets Debt Liabilities

Balance Sheet Data

Board of Trade Investment Compa 4900 $ 787« $ 877 $ 1,05¢ $ 7,77¢ $ 91¢ $ 1,071
Dallas County Partne 50.00% 41,82 38,68t 41,14+ 44,12¢ 38,90« 41,28t
Dallas County Partners 50.00% 18,46¢ 23,317 24,37 18,90( 23,587 24,87«
Fountain Thret 50.00% 34,49( 30,70¢ 32,53¢ 37,15¢ 30,95¢ 32,58
RRHWoods, LLC 50.00% 80,93¢ 66,66¢ 69,61 82,64¢ 68,56 71,767
Kessinger/Hunter, LL( 26.50% 8,54¢ — 20t 12,92¢ — 88¢
4600 Madison Associates, | 12.50% 22,56¢ 17,22 17,81: 23,25¢ 17,38t 17,89¢
Schweiz-Deutschland-USA

DreilanderBeteiligung Objekt DLF 98/2¢

Walker Finl-KG 22.81% 140,18¢ 67,97 70,04( 141,14 68,20¢ 70,48:
Dreilande-Fonds 97/26 and 99/: 42.93% 118,31 59,527 62,63 119,13 59,68¢ 62,60:
Highwood:«-Markel Associates, LL( 50.00% 15,46¢ 11,62¢ 12,02¢ 16,02¢ 11,62¢ 12,58:
MG-HIW, LLC 20.00¥% 353,36’ 242 24( 249,21¢ 355,10: 242 24( 249,34(
MG-HIW Peachtree Corners lllI, LL 50.00% 5,041 4,15¢(1) 4,08¢ 3,80¢ 2,49/ 2,82¢
MG-HIW Metrowest I, LLC 50.00% 1,601 — 7 1,601 — 3
MG-HIW Metrowest II, LLC 50.00% 9,671 5,471(2) 5,72( 9,60( 5,37 5,54(
Concourse Center Associates, L 50.00% 14,62 9,81¢ 10,04: 14,89¢ 9,85¢ 10,19:
Plaza Colonnade, LL! 50.00% 6,30¢ 62€(3) 672 3,591 — 3
SF-HIW Harborview, LP 20.00¥ 40,60¢ 22,80( 24,567 41,13¢ 22,80( 25,22
Total $919,89° $601,71! $625,75¢ $932,83: $602,60. $629,15!

(1) Amount represents total draws at March 31, 2008 oonstruction loan made to this joint venture byailiate of the Company with ¢
interest rate of LIBOR plus 200 basis points dug 2003.

(2) In January of 2002, Metrowest I, LLC signed a $m#lion construction loan to fund the developmehthis property of which $5.5
was outstanding at March 31, 2003. The Companyhaganteed 50.0% of this loan subject to a pranatamnity from the Company’s
joint venture partnel

(3) On February 12, 2003, Plaza Colonnade, LLC sign®éllad million construction loan to fund the deyeteent of this property. The lo
requires that the joint venture invest $8.4 milli&4.2 million of which will be the Company’s shafidhe Company and its partners in
this joint venture have each guaranteed 50.0%eofdhn (see note 7
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The following table sets forth information regamgliour joint venture activity as recorded on theegsive joint venture’s books during
the three months ended March 31, 2003 and 2002 tf®usands):

March 31, 2003 March 31, 2002
Net Net

Percent Operating Depr/ Income Operating Depr/ Incomey

Owned Revenue Expenses Interest Amort (Loss) Revenue Expenses Interest Amort (Loss)
Income Statement Data:
Board of Trade Investment
Company 49.00% $ 60¢€ $ 39t $ 17 $ 10C $ 96 $ 67€ $ 39€ $ 20 $ 79 $ 181
Dallas County Partne 50.00% 2,411 1,41(C 69E 472 (16€) 2,86t 1,257 662 54€ 39¢
Dallas County Partners 50.00% 1,56€ 68¢ 59¢ 20€ 72 1,54¢ 67C 62F 265 (16)
Fountain Thre« 50.00% 1,762 76C 572 35€ 75 1,747 60¢ 51¢& 322 297
RRHWoods, LLC 50.00% 3,507 1,791 672 83t 20€ 3,49 1,61¢ 713 99¢ 16€
Kessinger/Hunter, LL( 26.50%(1) 1,397 1,16( — 15¢ 78 1,63¢ 1,262 — 168 207
4600 Madison Associates, | 12.50% 1,492 592 29¢ 394 20¢€ 1,28¢ 474 31E 397 99
Schweiz-Deutschland-USA
DreilanderBeteiligung Objekt
DLF 98/2¢-Walker Fink-KG 22.81% 4,64: 1,34¢ 1,15:% 862 1,28( 5,10¢ 1,31¢ 1,16¢ 841 1,77
Dreilander-Fonds 97/26 and
99/32 42.93% 4,18: 1,12: 1,152 1,001 90€ 4,19: 1,05¢ 1,16( 1,15¢ 82(
Highwoods-Markel Associates.
LLC 50.00% 812 43¢ 238 143 7) 79¢ 41€ 23¢ 137 7
MG-HIW, LLC 20.00% 12,29: 4,38¢ 2,32¢ 2,34¢ 3,23¢ 13,61« 4,29¢ 2,77C 2,022 4,52¢
MG-HIW Peachtree Corners IlI
LLC 50.00% 34 25 25 19 (35) — — — — —
MG-HIW Rocky Point, LLC 50.00% — — — — — 728 27C 79 91 28t
MG-HIW Metrowest |, LLC 50.00% — 8 — — 8) — 2 — — )
MG-HIW Metrowest II, LLC 50.00% 122 10¢ 44 79 (109) 61 67 — 66 (72)
Concourse Center Associates,
LLC 50.00% 52€ 13€ 173 76 13¢ 531 132 157 76 16€
Plaza Colonnade, LL! 50.00% 4 — 1 — 3 — — — — —
SF-HIW Harborview, LLC 20.00% 1,41¢ 40¢ 351 217 443 — — — — —
Total $ 36,78( $ 14,78( $ 8,32( $7,26: $ 6,417 $ 38,27¢ $ 13,83t $ 8,427 $7,16¢ $ 8,84¢

(1) We decreased our ownership percentage from 30.00%arzh 31, 2002 to 26.50% at March 31, 2C

As of March 31, 2003, our joint ventures had apprately $601.7 million of outstanding debt and fbkowing table sets forth the
principal payments due on that outstanding longitéebt as recorded on the respective joint verguredks at March 31, 2003 ($ in
thousands):

Percent Within Within Within Within Within

Owned Total 1 year 2 years 3 years 4 years 5 years Thereafter
Board of Trade Investment Compaz 49.00% $ 877 $ 12¢ $ 184 $  19¢ $ 214 $ 152 $ —
Dallas County Partne 50.00% 38,68t 931 1,001 1,53¢ 3,94¢ 15,76¢ 15,50¢
Dallas County Partners 50.00% 23,317 1,151 1,274 1,41(C 1,561 1,72 16,194
Fountain Thre: 50.00% 30,70¢ 1,052 1,12¢ 1,21 1,302 6,892 19,117
RRHWoods, LLC 50.00% 66,66¢ 387 41z 442 471 4,25¢ 60,697
4600 Madison Associates, | 12.50% 17,22% 50z 711 762 81t 8732 13,56(
Schweiz-Deutschland-USA DreilanderBeteiligung ObjekF
98/2¢-Walker Finl-KG 22.81% 67,97: 73z 1,03¢ 1,107 1,18t 1,26¢ 62,64¢
Dreilande-Fonds 97/26 and 99/: 42.93% 59,527 50C 714 77C 831 897 55,81¢
Highwood«-Markel Associates, LL( 50.00% 11,62°¢ 62 10C 111 12C 13C 11,10:
MG-HIW, LLC 20.00% 242,24( — — 242,24( — — —
MG-HIW Peachtree Corners lll, LL 50.00% 4,15¢(1) 4,15¢ — — — — —
MG-HIW Metrowest II, LLC 50.00% 5,471(2) — 5,471 — — — —
Concourse Center Associates, L 50.00% 9,81¢ 124 17¢ 18¢ 202 217 8,911
Plaza Colonnade, LL! 50.00% 62€(3) — — — 62€ — —
SF-HIW Harborview, LP 20.00% 22,80( — — — — 183 22,617
Total $601,7144) $9,72¢ $12,20¢ $249,97° $11,27% $32,36! $ 286,16

(1) Amount represents total draws at March 31, 2003 oanstruction loan made to this joint venture byailiate of the Company with ¢
interest rate of LIBOR plus 200 basis points dug 2003.
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(2) In January of 2002, Metrowest I, LLC signed a $m#lion construction loan to fund the developmehthis property of which $5.5
million is outstanding at March 31, 2003. The Comphas guaranteed 50.0% of this loan subject t@ta indemnity from the
Compan’s joint venture partne

(3) On February 12, 2003, Plaza Colonnade, LLC sign®éllad million construction loan to fund the deyeteent of a property. The loan
requires that the joint venture invest $8.4 milli&4.2 million of which will be the Company’s shafidhe Company and its partners in
this joint venture have each guaranteed 50.0%eofd&n. As of March 31, 2003, Plaza Colonnade, ba€ borrowed $625,682 under
this loan.

(4) All of this joint venture debt is non-recourse ®waxcept in the case of customary exceptions péntato such matters as misuse of
funds, environmental conditions and material misgepntations and those guarantees and loans dabarithe footnotes abov

Interest Rate Hedging Activities.To meet in part our long-term liquidity requiremgntve borrow funds at a combination of fixed and
variable rates. Borrowings under our two revoMiogns bear interest at variable rates. Our longrebt, which consists of long-term
financings and the unsecured issuance of debtitesutypically bears interest at fixed ratesattdition, we have assumed fixed rate and
variable rate debt in connection with acquiringgandies. Our interest rate risk management objedsivo limit the impact of interest rate
changes on earnings and cash flows and to loweowemall borrowing costs. To achieve these objestifrom time to time we enter into
interest rate hedge contracts such as collars,sswaps and treasury lock agreements in ordertigaté our interest rate risk with respect to
various debt instruments.

The interest rate on all of our variable rate delstdjusted at one- and three-month intervalsesiildp settlements under these contracts.
We also enter into treasury lock agreements frome tio time in order to limit our exposure to arr@ase in interest rates with respect to
future debt offerings. No payments were receivethade to counterparties under interest rate hedigieacts during the three months ended
March 31, 2003.

Share and Unit Repurchase ProgramAs of April 25, 2003, we repurchased a total of 584 Common Units at a weighted average
price of $21.57 per unit. Since commencement ofiutial share repurchase program in December 18@%ave repurchased 11.6 million
shares of common stock and common units at a wesigiierage price of $24.18 per share/unit fora mtrchase price of $281.6 million.
April 25, 2001, we announced that the Company’srBaé Directors authorized the repurchase of ugrt@dditional 5.0 million shares of
Common Stock and Common Units. On April 24, 2008,amnounced that the Company’s Board of Directotisaized the repurchase of up
to an additional 2.5 million shares of Common Stank Common Units. As a result, we have 5.9 milsbares/units remaining under our
authorized share/unit repurchase program.

Capital Recycling Program.In 2003, we expect to continue our capital recygfimogram of selectively disposing of non-core
properties or other properties the sale of whighgenerate attractive returns. At March 31, 2008had 2.5 million square feet of office
properties and 302.7 acres of land under lettémteht or contract for sale in various transactiaith a carrying value of $135.9 million.
These transactions are subject to customary claginditions, including zoning, due diligence andwuwnentation, and are projected to close
during 2003. However, we can provide no assuramaieall or parts of these transactions will be comsated.

We expect to use substantially all of the net peds€from our disposition activity for one or alltbg following purposes:
» reduce our outstanding debt; or
 pay shareholder distributions, or

» repurchase Common Stock subject to the factorsiskerl above under “—Share and Unit Repurchasednagr

Distributions to Stockholders. To maintain our qualification as a REIT, we mustbute to stockholders at least 90.0% of REIT
taxable income. We generally expect to use our flashfrom operating activities for distributions shareholders and for payment of
recurring, non-incremental revenue-generating ediperes. The following factors will affect cashle from operating activities and,
accordingly, influence the decisions of the bodrdiectors regarding distributions:

» debt service requirements after taking into accdeit covenants and the repayment and restructafiogrtain indebtedness;
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» scheduled increases in base rents of existingdease
» changes in rents attributable to the renewal dfteng leases or replacement leases;
» changes in occupancy rates at existing properntidsaecution of leases for newly acquired or dgyedioproperties; and

» operating expenses and capital replacement needs.

We have paid the following per share annual divitdeduring the past two years:

Year Per Share Dividend
2002 $2.34
2001 $2.31

In addition, during the three months ended March2BD3, we paid a $0.585 per share dividend, wegumates to $2.34 per share on an
annual basis.

Based on management’s current expectation of fudpeeating performance, we believe that cash aMaiffor distribution will continue
to decrease in 2003 as compared to 2002 due to foweds from operations and higher expected capitpenditures per square foot relate
the signing of new leases. As a result of thes®ifacon April 24, 2003, we announced that our Ba#rDirectors reduced the annual
dividend rate from $2.34 per share to $1.70 pereshiss a result, on April 24, 2003, a $0.425 casfddnd was declared by our Board of
Directors for the quarter ended March 31, 2003apéyon May 20, 2003, to shareholders of recormf &ay 7, 2003. Any future
distributions will be made at the discretion of @@mpany’s Board of Directors and will depend uplua factors discussed above.

Impact of Recently Issued Accounting Standards

In November 2002, the FASB issued Interpretation 4 “Guarantor’s Accounting and Disclosure Regpients for Guarantees,
Including Indirect Guarantees of Indebtedness be@t’ (“FIN 45”), which changes the accounting fand disclosure of, certain guarantees.
Beginning with transactions entered into after Defger 31, 2002, certain guarantees are to be reg¢@atd@ir value, which is different from
prior practice, under which a liability was recaddanly when a loss was probable and reasonabiypablte. In general, the change applies to
contracts or indemnification agreements that cgetimly require us to make payments to a guarantéetparty based on changes in
underlying asset, liability, or an equity secudfyguaranteed party.

In accordance with FIN 45, the Company has inclued million in other liabilities and adjusted tilwestment in unconsolidated
affiliates by $1.7 million on its consolidated bata sheet at March 31, 2003 related to two sepgtetrntees of a construction loan
agreement and a construction completion agreenmdatezl into by the Plaza Colonnade LLC. joint veatin which the Company is a 50.(
owner. The term of the construction loan agreerizeRebruary 2003 through February 14, 2006, with brue-year options to extend the
maturity date that are conditional on completiod dase-up of the project. The term of the consitvtn@ompletion agreement requires the
core and shell of the building to be complete bgémber 15, 2005. Both guarantees arose from theatton of the joint venture to construct
an office building. If the joint venture was unabderepay the outstanding balance under the casigiruloan agreement or complete the
construction of the office building, the Companyulbbe required, under the terms of the agreemtmtspay the outstanding balance under
the construction loan and complete the construaifahe office building. The maximum potential ambof future payments by the Compe
under these agreements is $33.4 million.

In December 2002, the FASB issued SFAS No. 148¢ctlating for Stock-Based Compensation—Transitioth Risclosure,” which
amends FASB No. 123, “Accounting for Stock-Basedn@ensation,” to provide alternative methods ofdition for a voluntary change to
the fair value based method of accounting for stomked employee compensation. In addition, thersint amends the disclosure
requirements of Statement No. 123 to require prentidisclosures in both annual and interim findrsti@ements about the method of
accounting for stockased employee compensation and the effect of #tkad used on reported results. The standarddstefé for financia
statements issued for fiscal years beginning &fearember 15, 2002. On January 1, 2003, we adopésfhir value
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recognition provision prospectively for all awagianted after January 1, 2003. Under this providimal compensation expense related to
stock options is determined using the fair valuthefstock options on the date of grant and isgeized on a straight-line basis over the
option vesting period. Prior to 2003, we accouritedstock options under this plan under the reciigmiand measurement of provision of
APB Option 25 “Accounting for Stock Issued to Emyes and Related Interpretations.”

In accordance with SFAS 148, we have included imegal and administrative expenses in our cons@iiatatement of income for the
three months ended March 31, 2003 $6,437 of anadidiz related to the vesting of stock options gedrituring the three months ended
March 31, 2003. In addition, we have included ockholders’equity in our consolidated balance sheet at Mafg2803 the total grant val
of $308,985 as deferred compensation. See note@drtoonsolidated financial statements for furttiscussion on the accounting for our
stock-based compensation costs.

In January 2003, the FASB issued Interpretation46p.“Consolidation of Variable Interest EntitiésI(N 46"),” the primary objective
of which is to provide guidance on the identificatiof entities for which control is achieved througeans other than voting rights. and to
determine when and which business enterprise sloaulsolidate the variable interest entities (themary beneficiary”). This new model
applies when either (1) the equity investors (if)atho not have a controlling financial interest(®) the equity investment at risk is insuffici
to finance that entity’s activities without additil financial support. In addition, FIN 46 requiadditional disclosures. The Company is
assessing the impact of this interpretation ona@gounting for investments in unconsolidated j@gritures.

Funds From Operations and Cash Available for Distrbutions

We consider funds from operations (“FFO”) and cashilable for distributions (“CAD”) to be usefuhfancial performance measures of
the operating performance of an equity REIT becatoggther with net income provide investors withaalditional basis to evaluate the
ability of a REIT to incur and service debt, furajaisitions and other capital expenditures andspagkholder’s distributions. FFO and CAD
do not represent net income or cash flows fromatpeg, investing or financing activities as defifgdGAAP. They should not be conside
as alternatives to net income as an indicator obperating performance or to cash flows as a nreasfiquidity. FFO and CAD do not
measure whether cash flow is sufficient to funccah needs, including principal amortization, @dpmprovements and distributions to
stockholders.

Further, FFO as disclosed by other REITs may natdmeparable to our calculation of FFO, as descrizdw.
Our calculation of FFO, as defined by the Natioksdociation of Real Estate Investment Trusts (NAREis as follows:
» Netincome (los—computed in accordance with GAAP;

» Less gains (or plus losses) from sales of depricigterating properties and items that are clasbiis extraordinary items under
GAAP;

» Plus depreciation and amortization of assets uhcgignificant to the real estate industry; and

 Plus or minus adjustments for unconsolidated peshigs and joint ventures (to reflect funds froneigtions on the same basis).

In addition, our calculation of FFO includes thal ddick of the amortization of net intangible leastated to SFAS 141, as this amount
does not impact the comparative measurement obpenating performance.

CAD is defined as funds from operations reduceddny-revenue enhancing capital expenditures fodimglimprovements and tenant
improvements and lease commissions related to dagameration space. In addition, CAD includes eturring and nonrecurring operating
results. As a result, nonrecurring items that artedefined as “extraordinary” under GAAP are refifetin the calculation of CAD.
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FFO and CAD for the three months ended March 3@320hd 2002 are summarized in the following taflan (thousands):

Funds from Operations:
Income before gain/(loss) on disposition of land depreciable assets, minority interest, discoetinu
operations (1

Add/(Deduct):
Dividends to preferred sharehold
Gain/(loss) on disposition of lar
Depreciation and amortizatic
Amortization of net intangible leas
Unconsolidated affiliates

Depreciatior

Discontinued operations (z
Depreciation and amortizatic
Income, net of minority intere
Minority interest

Funds from operatior
Cash Available for Distribution:
Add/(Deduct):
Rental income from straig-line rents
Nonrecurring compensation expel
Amortization of deferred financing cos
Non-incremental revenue generating capital expenditi
Building improvements pai
Second generation tenant improvements
Second generation lease commissions

Cash available for distributic

Per common share/common un-diluted:
Funds from operatior

Dividends paic

Dividend payout ratios:
Funds from operatior

Cash available for distributic
Weighted average shares/units outstar—basic (3)

Weighted average shares/units outstar—diluted (3)

Three Months Ended March 31,

2003 2002
$ 941 $  25,34¢
(7,719 (7,719
86 (232)
33,29t 29,35¢
43 —
2,372 2,48¢
— 2,01(
2,26€ 3,781
297 52€
$ 40,83 $ 55,560
$  (1,68¢ $ (2,36
— 18€
62€ 33¢
(2,791) (751)
(4,48¢) (3,531)
(3,36¢) (2,610)
(10,647 (6,897)
$ 29,12 $ 46,82
$ 0.6¢ $ 091
$  0.58¢ $  0.58¢
86.5% 64.(%
121.2% 75.%%
60,31 60,24¢
60,36( 60,74’

(1) Reconciliation of Net Income to Income before g@ss) on disposition of land and depreciable asseinority interest and

discontinued operation

Net Income

Add/Deduct (gain)/loss on disposition of la
Deduct gain on disposition of depreciable as
Add back Minority Interes

Add back loss on sale of discontinued
Deduct Income from discontinued ¢

Income before gain/(loss) on disposition of land depreciable assets, minority interest

11,17:
(862)
(20)
1,221
17¢
(2,266)

26,87-
232
(1,176)
3,201

(3,78




discontinued operatior 9,41¢ 25,34¢
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(2) For further discussion related to discontinued afiens, see Note 6 of the Consolidated Financetegients
(3) Assumes redemption of Common Units for shares ahi@on Stock. Minority interest Common Unit holderglahe stockholders of tl
Company share equally on a per Common Unit andipere basis; therefore, the per share informasiamaffected by conversio

Property Information

The following table sets forth certain informatietth respect to our wholly owned in-service andelepment properties (excluding

apartment units) as of March 31, 2003 and 2002:

In-Service
Office
Industrial
Retail (1)

Total

Development Complete—Not Stabilized
Office
Industrial
Retail

Total

In-Process
Office

Total
Office
Industrial
Retail

Total

(1) Excludes basement space in the Country Club Plegzepy of 527,000 square fe

March 31, 2003

March 31, 2002

Rentable Square

Percent Leased/

Rentable Square

Percent Leased/

40

Feet Pre-Leased Feet Pre-Leased
25,387,00 80.%% 25,214,00 89.(%
10,243,00 86.¢ 10,607,00 84.c

1,527,00! 96.t 1,651,00! 96.C
37,157,00 83.2% 37,472,000 88.(%

100,00( 42.(% 1,472,001 51.2%
60,00( 50.C 136,00( 29.4
— — 20,00( 90.C
160,00( 45.(% 1,628,00! 49.€%
40,00( 0.C% 415,00( 85.5%
25,527,00 27,101,00
10,303,00 10,743,000
1,527,00! 1,671,00!
37,357,00 39,515,00
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The following table sets forth information concemithe 20 largest customers of our whallyned properties as of March 31, 2003 (
thousands):

Average
Remaining

Number Rentable Annualized Percent of Annualized Lease Termin

Customers of Leases Square Feet Rental Revenue (1) Rental Revenue (1) Years
($ in thousands)

Federal Governmel 62 621,61: $ 12,67¢ 2.91% 5.3
AT&T 8 617,47 11,53¢ 2.6t 4.7
Price Waterhouse Coope 6 297,79! 6,87¢ 1.5¢ 7.1
State of Georgi 10 356,99: 6,78: 1.5¢ 5.8
Capital One Service 6 361,96¢ 6,34 1.4¢ 5.7
Sara Lee 10 1,230,53. 4,60t 1.0¢€ 2.1
IBM 7 215,73’ 4,57¢ 1.0t 2.5
Bell South 10 188,20: 3,93¢ 0.9C 1.1
Northern Telecon 1 246,00( 3,651 0.84 4.9
WorldCom and Affiliates 15 166,86¢ 3,251 0.7t 2.8
US Airways 6 328,04¢ 3,21t 0.74 4.7
Volvo 6 252,71 3,16¢ 0.7¢ 6.3
Lockton Companie 1 127,48! 3,15¢ 0.7: 11.€
Hartford Insuranc: 6 134,02: 2,90¢ 0.67 3.C
Bank of Americe 22 145,66¢ 2,86: 0.6€ 2.2
Business Telecor 4 147,37¢ 2,84¢ 0.6t 2.2
T-Mobile USA 3 120,56: 2,791 0.64 3.3
BB&T 7 172,66: 2,48¢ 0.57 7.5
Carlton Fields 2 95,77 2,42¢ 0.5€ 1.3
Ikon 7 181,36: 2,40¢ 0.5t 4.€
Total 19¢ 6,008,85! $ 92,51 21.2¢% 4.7

(1) Annualized Rental Revenue is March 2003 rentalmeggbase rent plus operating expense-throughs) multiplied by 12

As of March 31, 2003, we were developing two subarbffice properties and one industrial propertgling 200,000 rentable square
feet. The following table summarizes these develamrprojects. In addition to the properties desttilm this table, we are developing with a
joint venture partner one additional property toi@285,000 rentable square feet. At March 31, 2€@i8 one development project had
aggregate anticipated total investment of $69.Tioniand was 59.0% pre-leased.

In-Process
Rentable Anticipated Pre- Estimated Estimated
Building Square Total Investment Leasing Completion Stabilization
Name Market Type (1) Feet Investment at 3/31/03 Percentag¢ Date Date
($ in thousands)
Office:
Catawba (2 Research Triangl (0] 40,00 $ 4,03 $ 3,32% 0% 2Q0: 2Q0<
801 Raleigh Corporat
Center (3 Research Triangl (0] 100,00( 12,01¢ 10,18( 42% 4Q0z 2Q0¢
Tradeport V (3 Atlanta I 60,00( 2,91z 2,67( 50% 4Q0z 4Q0z:
Total or Weighted
Average 200,00 $ 18,95¢ $16,17: 36%
(1) O = Office
| = Industrial

(2) Redevelopment project in proce
(3) Completed but not stabilized properties, which dbnted $186,000 in Net Operating Income (PropBeyenue—Property Expenses)
in the first quarter of 200:
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The following table sets forth certain informatiainout leasing activities at our wholly owned invéeg properties for the three months
ended March 31, 2003 and December 31, SeptembduB6,30 and March 31, 2002.

Net Effective Rents Related to
Re-Leased Space:

Number of lease transactio
(signed leases

Rentable square footage lea:

Average per rentable square foot

over the lease terr
Base ren

Tenant improvemen
Leasing commissior
Rent concessior

Effective rent
Expense stop (I

Equivalent effective net rent
Average term in years

Rental Rate Trends:

Average final rate with expense
pas-throughs

Average first year cash rental ri

Percentage (decrease)/incre

Capital Expenditures Related to
Re-leased Space:
Tenant Improvements:
Total dollars committed under
signed lease
Rentable square fe

Per rentable square fc

Leasing Commissions:
Total dollars committed under
signed lease
Rentable square fe

Per rentable square fc
Total:
Total dollars committed under
signed lease
Rentable square fe

Per rentable square fc

Office Lease Statistics Three Months Ended

3/31/03 12/31/02 9/30/02 6/30/02 3/31/02 Average
16€ 194 184 162 11C 16
1,081,69; 1,035,83 882,11 874,46" 417,10; 858,24
$  16.0¢ $ 1736 $  17.2¢ $ 16.8¢ $ 16.8 $  16.8¢
(0.85) (1.5€) (1.06) (0.8€) (0.9%) (1.07)
(0.54) (0.65) (0.60) (0.5€) (0.7¢) (0.6)
(0.12) (0.49) (0.22) (0.14) (0.1 (0.22)
$ 14.5° $  14.7¢ $ 15.3¢ $  15.3( $  14.9 $  14.9¢
(4.76) (5.0€) (5.54) (5.17) (5.17) (5.14)
$  9.7¢ $ 9.6¢ $ 984 $  10.1¢ $ o7 $ 98
3. 4.2 3.6 4.1 4.1 3.
$  16.4¢ $  17.6¢ $ 18.0¢F $ 16.8° $ 16.4F $  17.0¢
$ 15.2¢ $  16.4F $  16.2C $  16.0¢ $ 15.8¢ $  15.9¢
(7.5)% (6.9)% (10.2% @4.7% (3.9% (6.6)%
$4,474,18. $ 8,004,27! $4,396,25! $3,481,98; $2,031,23. $4,477,58
1,081,69. 1,035,83 882,11 874,46" 417,10; 858,24
$ 41 $ 7.7% $ 496 $  3.9¢ $ 487 $ 522
$1,658,23. $ 2,255,60. $1,352,69: $1,272,85. $ 984,22 $1,504,73
1,081,69; 1,035,83 882,11 874,46" 417,10; 858,24
$  15% $ 2.1¢ $ 152 $  1.4¢€ $ 236 $  1.7F
$6,132,41! $10,259,97 $5,748,95! $4,754,84: $3,015,45: $5,982,32!
1,081,69; 1,035,83 882,11 874,46" 417,10: 858,24
$ 567 $ 9.91 $ 6.5z $ 5.4 $ 7.8 $  6.97

(1) “Expense stop” represents operating expenses @énigrcluding taxes, utilities, routine building@ense and common area

maintenance) for which we will not be reimbursedoly tenants
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Net Effective Rents Related to k-
Leased Space:

Number of lease transactions (sig!
leases

Rentable square footage lea:

Industrial Lease Statistics Three Months Ended

Average per rentable square foot over the

lease term
Base ren
Tenant improvement
Leasing commissior
Rent concessior

Effective rent
Expense stop (1

Equivalent effective net rent
Average term in years

Rental Rate Trends:

Average final rate with expense pass-
throughs

Average first year cash rental ri

Percentage (decrease)/incre

Capital Expenditures Related to R~
leased Space:
Tenant Improvements:
Total dollars committed under signed
leases
Rentable square fe

Per rentable square fc

Leasing Commissions
Total dollars committed under signed
leases
Rentable square fe

Per rentable square fc
Total:
Total dollars committed under signed
leases
Rentable square fe

Per rentable square fc

3/31/03 12/31/02
35 45
857,48: 530,94!
$  3.7C $ 44t
(0.32) (0.57)
(0.12) (0.12)
(0.0) (0.09)
$  3.2€ $ 378
(0.25) (0.32)
$ 3.01 $ 341
2.6 3.8
$ 4.0¢ $  4.9C
$ 3.6€ $ 4.2
(9.9% (13.)%
$791,73" $1,172,14;
857,48: 530,94!
$ 09z $ 221
$178,38t $ 199,07¢
857,48: 530,94!
$ 021 $ 037
$970,12: $1,371,211
857,48: 530,94!
$  1.1¢ $  2.5¢

9/30/02 6/30/02 3/31/02 Average
45 32 15 34
593,18t 1,005,76! 78,84« 613,24
$ 437 $  35¢ $ 6.9t $ 461
(0.29) (0.29) (1.10) (0.49)
(0.14) (0.14) (0.21) (0.14)
(0.02) (0.09) — (0.09)
$  3.9¢ $ 3.1z $ 5.6¢ $ 3.9t
(0.39) (0.0 (0.72) (0.35)
$  3.5¢ $ 3.2 $ 4.9z $  3.6(
1.6 6.3 4.1 3.7
$  4.6: $ 361 $  6.9¢ $ 4.8
$ 43¢ $ 352 $ 6.6 $  45(
(6.9% 2.2% 4.2% (7.0%
$522,11! $2,088,54 $386,26: $ 992,16
593,18t 1,005, 76! 78,84« 613,24
$  0.8¢ $  2.0¢ $ 4.9 $  16:
$141,69: $ 797,93¢ $ 44,10 $ 272,23¢
593,18t 1,005, 76! 78,84« 613,24
$ 0.2 $  0.7¢ $  0.5€ $ 0.4
$663,80: $2,886,48 $430,36: $1,264,40
593,18t 1,005,76! 78,841 613,24
$ 112 $ 287 $ 5.4¢ $  2.0¢€

(1) “Expense stop” represents operating expenses @énigrcluding taxes, utilities, routine building@ense and common area
maintenance) for which we will not be reimbursedoly tenants
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Net Effective Rents Related to R-Leased Space
Number of lease transactions (signed lea
Rentable square footage lea:
Average per rentable square foot over the lease
term:

Base ren

Tenant improvemen

Leasing commissior

Rent concessior

Effective rent
Expense stop (1

Equivalent effective net rent
Average term in years

Rental Rate Trends:
Average final rate with expense p-throughs
Average first year cash rental ri

Percentage (decrease)/incre

Capital Expenditures Related to R-leased Spac¢
Tenant Improvements:
Total dollars committed under signed lea
Rentable square fe

Per rentable square fc

Leasing Commissions
Total dollars committed under signed lea
Rentable square fe

Per rentable square fc

Total:
Total dollars committed under signed lea
Rentable square fe

Per rentable square fc

Retail Lease Statistics Three Months Ended

3/31/03 12/31/02 9/30/02 6/30/02 3/31/02 Average
10 18 13 13 12 13
22,77¢ 36,08t 28,26" 52,527 59,64¢ 39,86(
$ 230 $ 191¢ $ 201« $ 181f § 256€ $ 21.2¢
(1.54) (1.29) (0.60) (1.89) (1.87) (1.4)
(1.09) (0.8) (0.89) (0.65) (0.3) (0.76)
— (0.0) — (0.09) (0.02) (0.0)

$ 204C $ 171¢ $ 1866 $ 156¢ $ 234 $ 19.0f
— — — (1.02) — (0.20)

$ 204C $ 17.1¢ $ 1866 $ 146 $ 234 $ 18.8¢
6.9 6.C 5.6 7.0 6.5 6.4

$ 169 $ 1467 $ 193 $ 173t $ 182 $ 17.31
$ 211¢ $ 1826 $ 194: $ 253C $ 235, $ 215
24.%% 24.% 0.5% 45.6% 28.5% 24.%
$513,000  $351,020  $121,50(  $1,077,82  $738,60!  $560,39:
22,77¢ 36,08t 28,267 52,527 59,64¢ 39,86(
$ 225: $ 975 $ 43C $ 205 $ 123t $ 14.0¢
$109,06(  $127,96:  $ 91,40¢ $ 15126¢ $ 61,98]  $108,33
22,77¢ 36,08t 28,267 52,527 59,64¢ 39,86(
$ 47¢ $ 358 $ 320 $ 28 $ 10¢ $ 27z
$622,06(  $478,98°  $212,90'  $1,229,090  $800,58(  $668,72
22,77¢ 36,08t 28,267 52,527 59,64¢ 39,86(
$ 2731 $ 1327 $ 755 $ 234C $ 134: $ 16.7¢

(1) “Expense stop” represents operating expenses @énircluding taxes, utilities, routine building@ense and common area
maintenance) for which we will not be reimbursedoly tenants
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The following tables set forth scheduled leaseratioins at our wholly owned in-service propertissodMarch 31, 2003, assuming no
customer exercises renewal options.

Office Properties:

Average Percent of
Percentage of Annual Annualized
Leased Annualized Rental Rate Rental Revenut
Number of Rentable Square Square Footage Rental Revenu¢ Per Square Represented B
Leases Feet Subject to Represented B! Under Expiring Foot for Expiring
Lease Expiring Expiring Expiring Leases Expiring Leases Leases(1) Expirations Leases(1)
($ in thousands
2003(2) 561 2,938,18I 14.3% $ 49,73 $ 16.9¢ 14.(%
2004 49¢ 2,672,19 13.C 48,56¢ 18.17 13.7
2005 57C 3,429,82 16.€ 60,63: 17.6¢ 17.1
2006 377 2,847,06! 13.¢ 52,17¢ 18.3: 14.7
2007 243 1,655,93: 8.C 27,95¢ 16.8¢ 7.9
2008 172 2,341,28I 11.4 32,95 14.0% 9.3
2009 56 1,499,70° 7.3 24,86( 16.5¢ 7.C
2010 51 1,040,841 5.C 20,75 19.9¢ 5.8
2011 39 919,93¢ 4.5 18,43: 20.04 5.2
2012 32 701,95¢ 3.4 12,19¢ 17.3i 3.4
Thereafte 11C 566,47 2.7 6,68( 11.7¢ 1.6
2,71( 20,613,40 100.% $ 35493 $ 17.2% 100.(%
Industrial Properties:
Average Percent of
Percentage of Annual Annualized
Rentable Leased Annualized Rental Rate Rental Revenur
Number of Square Feet Square Footag¢ Rental Revenug¢ Per Square Represented B'
Leases Subject to Represented B! Under Expiring Foot for Expiring
Lease Expiring Expiring Expiring Leases Expiring Leases Leases(1) Expirations Leases(1)
($ in thousands
2003(3) 91 1,392,54i 1566 $ 6,77¢ $ 4.8i 16.5%
2004 104 2,594,741 29.C 10,44: 4.0z 25.5
2005 77 1,201,99i 13.t 5,34¢ 4.4t 13.C
2006 49 720,57 8.1 4,00(¢ 5.5t 9.7
2007 43 1,817,12! 20.4 8,16( 4.4¢ 19.¢
2008 18 422,12¢ 4.7 1,77¢ 4.2C 4.3
2009 8 318,81: 3.€ 2,364 7.42 5.8
2010 4 71,70¢ 0.8 50z 7.0C 1.2
2011 2 35,47¢ 04 17¢ 5.0z 04
2012 2 44,44 0.5 25t 5.74 0.€
Thereafte 15 299,61 3.4 1,27¢ 4.27 3.1
413 8,919,17i 100.% $ 41,07¢ $ 4.6 100.(%

(1) Annualized Rental Revenue is March 2003 rentalmeggbase rent plus operating expense-throughs) multiplied by 12
(2) Includes 241,000 square feet of leases that aeemantl-to-month basis or 0.8% of total annualized reve
(3) Includes 157,000 square feet of leases that aeemanti-to-month basis or 0.2% of total annualized reve
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Retail Properties:

Lease Expiring

2003(2)
2004
2005
2006
2007
2008
2009
2010
2011
2012
Thereaftel

Total:

Lease Expiring

2003(3)
2004
2005
2006
2007
2008
2009
2010
2011
2012
Thereatftel

(1) Annualized Rental Revenue is March 2003 rentalmeggbase rent plus operating expense-throughs) multiplied by 12
(2) Includes 32,000 square feet of leases that arenoordt-to-month basis or 0.1% of total annualized revel
(3) Includes 430,000 square feet of leases that aeemanti-to-month basis or 1.1% of total annualized reve

Percentage Average Percent of
of Leased Annual Annualized
Square Rental Rental
Footage Annualized Rate Per Revenue
Number of Rentable Square Representer Rental Revenut Square Representel
Leases Feet Subject to By Expiring Under Expiring Foot for By Expiring
Expiring Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands
29 97,92¢ 6.6%6 $ 184C $ 18.7¢ 4.7%
35 144, 57¢ 9.8 2,09¢ 14.4¢ 5.3
48 160,18¢ 10.¢ 3,531 22.0s 9.C
30 92,17¢ 6.2 2,43t 26.42 6.2
37 119,00: 8.1 2,744 23.0¢€ 7.C
34 128,64« 8.7 4,69( 36.4¢ 11.¢€
22 155,89( 10.€ 3,84( 24.6: 9.8
17 85,38¢ 5.8 2,87¢ 33.71 7.3
14 52,92( 3.€ 2,02¢ 38.2¢ 5.1
13 77,86: 5.3 2,20¢ 28.3¢ 5.€
26 360,16t 24.: 11,07% 30.7¢ 28.1
30E 1,474,73 100.% $ 39,35¢ $ 26.6¢ 100.(%
Percentage Average Percent of
of Leased Annual Annualized
Square Rental Rental
Footage Annualized Rate Per Revenue
Number of Rentable Square Representel Rental Revenut Square Represente(
Leases Feet Subject to By Expiring Under Expiring Foot for By Expiring
Expiring Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands
681 4,428,66: 147% $ 58,35( $ 13.1¢ 13.2%
637 5,411,51 17.4 61,10: 11.2¢ 14.C
69t 4,792,01 15.4 69,50¢ 14.5] 16.C
45€ 3,659,81! 11.€ 58,61( 16.01 13.t
32¢ 3,592,05 11.€ 38,86: 10.82 8.9
22F 2,892,05: 9.3 39,41° 13.6: 9.1
86 1,974,411 6.4 31,06+ 15.7: 7.1
72 1,197,93. 3.¢ 24,13t 20.1¢ 5.5
55 1,008,33 3% 20,63¢ 20.4¢ 4.7
47 824,26 2.7 14,65 17.7¢ 3.4
151 1,226,26. 4.C 19,03¢ 15.52 4.4
3,42¢ 31,007,32 100.% $ 435370 $ 14.0¢ 100.(%
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Inflation

In the last five years, inflation has not had agigant impact on us because of the relatively loflation rate in our geographic areas
operation. Most of the leases require the custotogpay their share of increases in operating esggrincluding common area maintenance,
real estate taxes and insurance, thereby reducingxposure to inflation.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

The effects of potential changes in interest ratesdiscussed below. Our market risk discussioludes “forward-looking statements”
and represents an estimate of possible changes walue or future earnings that would occur assgrhypothetical future movements in
interest rates. These disclosures are not prauiesitors of expected future losses, but only iaidics of reasonably possible losses. As a
result, actual future results may differ materidiitym those presented. See “Management’s DiscussidrAnalysis of Results of Operations
— Liquidity and Capital Resources” and the notethtoconsolidated financial statements for a desoripf our accounting policies and
other information related to these financial instants.

To meet in part our lonterm liquidity requirements, we borrow funds atoanbination of fixed and variable rates. Borrowinggler ou
two revolving loans bear interest at variable rafas long-term debt, which consists of securedwmskcured long-term financings and the
issuance of unsecured debt securities, typicallybmterest at fixed rates. In addition, we hassumed fixed rate and variable rate debt in
connection with acquiring properties. Our interasé risk management objective is to limit the ictpaf interest rate changes on earnings and
cash flows and to lower our overall borrowing co3is achieve these objectives, from time to timeamter into interest rate hedge contracts
such as collars, swaps, caps and treasury locleagats in order to mitigate our interest rate vk respect to various debt instruments. We
do not hold or issue these derivative contractsréaing or speculative purposes.

As of March 31, 2003, we had approximately $117illian of variable rate debt outstanding that was protected by interest rate
hedge contracts. If the weighted average inteegston this variable rate debt is 100 basis pdiigfiser or lower during the 12 months ended
December 31, 2003, our interest expense woulddreased or decreased approximately $1.2 million.

Item 4. Controls and Procedures

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requindsktdisclosed in our annual and
periodic reports filed with the SEC is recordedygqassed, summarized and reported within the timedgsespecified in the SEC's rules and
forms. These disclosure controls and procedurefiatesr designed to ensure that such informasosccumulated and communicated to our
management, including our chief executive officed ahief financial officer, to allow timely decisis regarding required disclosure. SEC
rules require that we disclose the conclusionsuof@EO and CFO about the effectiveness of our assck controls and procedures.

The CEO/CFO evaluation of our disclosure controld procedures included a review of the controlgéctives and design, the
controls’ implementation by the company and theafbf the controls on the information generatedufe in this Quarterly Report. In the
course of the evaluation, we sought to identifyadators, controls problems or acts of fraud antbtfirm that appropriate corrective action,
including process improvements, were being underta®ur disclosure controls and procedures areeaisluated on an ongoing basis by the
following:

» employees in our internal audit department;
 other personnel in our finance organization;
» members of our internal disclosure committee;

* members of the audit committee of our Board of Etives; and
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Among other matters, we sought in our evaluatiodet@rmine whether there were any “significantaeficies” or “material
weaknesses” in our disclosure controls and proesjar whether we had identified any acts of friawdlving personnel who have a
significant role in our disclosure controls andqedures. In the professional auditing literatusggriificant deficiencies” are referred to as
“reportable conditions,” which are control issuleattcould have a significant adverse effect orathikity to record, process, summarize and
report financial data in the financial statemeAtSmaterial weakness” is defined in the auditingidature as a particularly serious reportable
condition where the internal control does not rediaca relatively low level the risk that missta@ts caused by error or fraud may occur in
amounts that would be material in relation to ihercial statements and not be detected withimalyi period by employees in the normal
course of performing their assigned functions.

Our management, including the CEO and CFO, doesxpct that our disclosure controls and procedwiéprevent all error and all
fraud. A control system, no matter how well coneeivand operated, can provide only reasonable hsaate, assurance that the objective
the control system are met. Further, the desigtismiosure controls and procedures must reflectabithat there are resource constraints,
and the benefits of controls must be considereativel to their costs. Because of the inherent étiahs in all control systems, no evaluation
of controls can provide absolute assurance thabalirol issues and instances of fraud, if anyhinithe Company have been detected. These
inherent limitations include the realities thatguakents in decision-making can be faulty, and theakdowns can occur because of simple
error or mistake. Additionally, controls can becamvented by the individual acts of some persopgdiusion of two or more people, or by
management override of the control. The desigmgfsystem of controls also is based in part upetaceassumptions about the likelihooc
future events, and there can be no assurancerthatesign will succeed in achieving its stated gasder all potential future conditions.
Because of the inherent limitations in a cost-affeccontrol system, misstatements due to errdraard may occur and not be detected.

Based on the most recent evaluation, which was taiatbwithin 90 days prior to the filing of this @uerly Report, our CEO and CFO
believe that our disclosure controls and procedaresffective to ensure that material informatielating to us and our consolidated
subsidiaries is made known to management, inclutiadcEO and CFO, particularly during the periocewlour periodic reports are being
prepared, and that our disclosure controls andephares are effective to provide reasonable asseithat our financial statements are fairly
presented in conformity with GAAP.

Since the date of this most recent evaluationgthewve been no significant changes in our intevoalrols or in other factors that could
significantly affect the internal controls subseju® the date we completed our evaluation.
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PART II—OTHER INFORMATION

Item 6. Exhibits and Reports On Form 8-K

@
Exhibit No.

10.1

10.2
10.c

99.1
99.2

(b)

Exhibits

Description

First Amendment to Credit Agreement, dated as né28, 2001, to Credit Agreement among HighwoodstR&imited
Partnership, Highwoods Properties, Inc., the Sudses named therein and the Lenders named thetaied as of December
13, 2000

Second Amendment to Credit Agreement, dated asoé@ber of 2002, to Credit Agreement among Highwdperties,
Inc., the Subsidiaries named therein and the Lendemed therein, dated as of December 13, ?

Third Amendment to Credit Agreement, dated as ofdd27, 2003, to Credit Agreement among Highwoadgpérties, Inc.,
the Subsidiaries named therein and the Lenders chémeeein, dated as of December 13, 2(

Statement of Chief Executive Officer of Highwoodsgerties, Inc
Statement of Chief Financial Officer of Highwoodwperties, Inc

Reports on Form-K

We filed a current report on Form 8-K, dated Jap3ar2003, reporting under Item 5 certain mattetated to the bankruptcy of
WorldCom.

We filed a current report on Form 8-K, dated Ag#l 2003, reporting under Item 9 the Company’srekease announcing the
results of operations and financial condition & @ompany for the three months ended March 31,.2003
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned thereunto duly authorized.

Date: May 7, 2003
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By: /sl RoNALD P. GIBSON

Ronald P. Gibson
President and Chief Executive Officer

By: /sl CARMAN J. Liuzzo

Carman J. Liuzzo
Chief Financial Officer
(Principal Accounting Officer)
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CERTIFICATION

I, Ronald P. Gibson, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Highwoods Properties Inc

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsodimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
quarterly report

The Registrant’s other certifying officers are msgible for establishing and maintaining disclostostrols and procedures (as defined
in Exchange Act Rules 1-14 and 15-14) for the Registrant and we ha

(a) designed such disclosure controls and proceduressare that material information relating to tregRtrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this quarterly
report is being prepare

(b) evaluated the effectiveness of the Registrantdasire controls and procedures as of a date waidays prior to the filing date
of this quarterly report (th*Evaluation Dat"); and

(c) presented in this quarterly report our conclus@nsut the effectiveness of the disclosure conantsprocedures based on our
evaluation as of the Evaluation Da

The Registrant’s other certifying officers havectlised, based on our most recent evaluation, tRéugstrant’s auditors and the audit
committee of Registra’s board of directors (or persons performing thewedgnt function):

(&) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the Registrant’s ability to
record, process, summarize and report financia datl have identified for the Registrant’s auditorg material weaknesses in
internal controls; an

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significésin the Registrant’s
internal controls; an

The Registrant’s other certifying officers haveigaded in this quarterly report whether or not ¢heere significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including
any corrective actions with regard to significaeficiencies and material weakness

Date: May 7, 2003

/s/ RoNALD P. GIBSON

Ronald P. Gibson
President and Chief Executive Offic
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CERTIFICATION

[, Carman J. Liuzzo, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Highwoods Properties Inc

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsodimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
quarterly report

The Registrant’s other certifying officers are msgible for establishing and maintaining disclostostrols and procedures (as defined
in Exchange Act Rules 1-14 and 15-14) for the Registrant and we ha

(a) designed such disclosure controls and proceduressare that material information relating to tregRtrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this quarterly
report is being prepare

(b) evaluated the effectiveness of the Registrantdasire controls and procedures as of a date waidays prior to the filing date
of this quarterly report (th*Evaluation Dat"); and

(c) presented in this quarterly report our conclus@nsut the effectiveness of the disclosure conantsprocedures based on our
evaluation as of the Evaluation Da

The Registrant’s other certifying officers havectlised, based on our most recent evaluation, tRéugstrant’s auditors and the audit
committee of Registra’s board of directors (or persons performing thewedgnt function):

(&) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the Registrant’s ability to
record, process, summarize and report financia datl have identified for the Registrant’s auditorg material weaknesses in
internal controls; an

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significésin the Registrant’s
internal controls; an

The Registrant’s other certifying officers haveigaded in this quarterly report whether or not ¢heere significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including
any corrective actions with regard to significaeficiencies and material weakness

Date: May 7, 2003

Is/ CarMAN J. Liuzzo

Carman J. Liuzzo
Vice President and Chief Financial Offic
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Exhibit 10.1
FIRST AMENDMENT TO CREDIT AGREEMENT

THIS FIRST AMENDMENT TO CREDIT AGREEMENT dated agJune 29, 2001 (the_ * First Amendmeéhtis by and among
HIGHWOODS REALTY LIMITED PARTNERSHIP, a North Caiiah limited partnership (* Highwoods Realty HHGHWOODS
PROPERTIES, INC., a Maryland corporation (* HighwisdPropertie$), HIGHWOODS FINANCE, LLC, a Delaware limited lidhy
company (“ Highwoods Finané¢g HIGHWOODS SERVICES, INC., a North Carolina corption (* Highwoods Service$, and
HIGHWOODS/TENNESSEE HOLDINGS, L.P., a Tennesseétdichpartnership (“Highwoods Tennessee”) (HighwoBéslty, Highwoods
Properties, Highwoods Finance, Highwoods Serviaed,Highwoods Tennessee are hereinafter referriediitadually as a “ Borrowet and
collectively as the “ Borrowery, the subsidiaries of the Borrowers identifiedtbe signature pages attached hereto (such Sutisgiéae
hereinafter referred to individually as a * Guamritand collectively as the “ Guarantdi)s the Lenders (as defined in the Credit Agreement
referenced below), BANK OF AMERICA, N.A., as Admétriative Agent for the Lenders (in such capacttg, ‘t Administrative Agent),
BANC OF AMERICA SECURITIES LLC, as Sole Lead Arrargin such capacity, the “ Sole Lead Arranjeand Sole Book Manager (in
such capacity, the “ Sole Book ManadgeWELLS FARGO BANK, NATIONAL ASSOCIATION, as Syndation Agent (in such capacity,
the “ Syndication Agent), WACHOVIA BANK, N.A., as Documentation Agent (isuch capacity, the “* Documentation Ag&ntand is an
amendment to that certain Credit Agreement datexf Becember 13, 2000 by and among the Borrowear&uors, Lenders, Administrative
Agent, Sole Lead Arranger, Sole Book Manager, Syatéhn Agent and Documentation Agent.

WITNESSETH

WHEREAS , the Borrower and the Guarantors have requestdh@nLenders and Administrative Agent have agteetmend the
Credit Agreement on the terms and conditions s teerein;

NOW, THEREFORE , for good and valuable consideration, the reagfipthich is hereby acknowledged by the parties toetbe
parties hereto agree as follows:

1. Amendment to Credit Agreemerfbection 7.11(k) of the Credit Agreement is herdéleted in its entirety and replaced with the
following:

“(k) Restricted PaymentsThe Credit Parties will not permit any Console&thParty to, directly or indirectly, declare, order
make or set apart any sum for or pay any Restrietganent, except that (i) the Credit Parties mayfany given date, make
distributions in an aggregate amount not to exagedhundred percent (100%) of Cash Available fatridiution, and (ii) the
Principal Borrower may purchase, redeem, retiretberwise acquire for value any shares of any @&€apital Stock of the
Principal Borrower, provided, however, that the amtoof all such purchases, redemptions, retiremampayments shall not exceed
in the aggregate the lesser of:

l. the sum of (x) 75% of Net Asset Sales Proceedseltifrom sales of Speculative Land, plus (y) 30%lef Asset Sales
Proceeds derived from sales of Properties of thes@alated Parties not considered to be Speculating, in each cas
on and after December 10, 1999, i

Il. $300,000,000, provided, that such amount shalbbeutated to include all amounts of purchases,mgd®ns,
retirements or payments occurring on and after Bseg 10, 199¢

Notwithstanding anything herein to the contrarg tumulative sum of the products resulting fromftrenulas in (x) and (y) ¢
clause | above shall not exceed the sum of (iptigregate amount of Net Asset Sales Proceeds egcasva result of Asset
Dispositionsminus(ii) any proceeds which are used by the applic&8aesolidated Parties to retire in whole or in ey




Indebtedness encumbering the Properties sold niifjuthe aggregate principal amount of any Indelotess encumbering the
Properties sold assumed by the purchasers of sogleies.”

2. Conditions Precedenfhe effectiveness of this First Amendment is sabjo receipt by the Administrative Agent of eathhe
following, each in form and substance satisfactorthe Administrative Agent:

(a) A counterpart of this First Amendment duly exied by the the Borrower, Guarantors, Lenders, Aistrative Agent, Sole
Lead Arranger, Sole Book Manager, Syndication Agerdt Documentation Agent; and

(b) Such other documents, instruments and agresmasrthe Administrative Agent may reasonably rejues

3. RepresentationsThe Borrower and each of the Guarantors collebtivepresent and warrant to the Administrative rtgend the
Lenders that:

(a) Authorization The Borrower and each of the Guarantors, respdgtihas the right and power and has obtained all
authorizations necessary to execute and deliveRinst Amendment and to perform its respectivégalibns hereunder and under the
Credit Agreement, as amended by this First Amendnireaccordance with their respective terms. Hiist Amendment has been duly
executed and delivered by a duly authorized officdrthe Borrower and each Guarantor, respectieglg,each of this First Amendme
and the Credit Agreement, as amended by this Airendment, is a legal, valid and binding obligatafrthe Borrower and each
Guarantor (each as applicable), enforceable agdie®orrower and each Guarantor (each as appéirabhccordance with its
respective terms, except as the same may be limjtddnkruptcy, insolvency, and other similar laffecting the rights of creditors
generally and the availability of equitable remediar the enforcement of certain obligations cargdiherein or therein may be limited
by equitable principles generally.

(b) Compliance with Laws, etcThe execution and delivery by the Borrower anchez the Guarantors of this First Amendment
and the performance by the Borrower and/or the &htars of this First Amendment and the Credit Agreet, as amended by this First
Amendment, in accordance with their respective seioes not and will not, by the passage of tilme giving of notice or otherwise:
require any approval by any Governmental Autharityiolate any law (including any Environmental Dawhich is applicable to the
Borrower, the Guarantors, any Consolidated Panty Gredit Documents or the transactions contengplageein or therein; (ii) conflict
with, result in a breach of or constitute a defamitler the organizational documents of the Borrpamy of the Guarantors or any other
Consolidated Party, or any indenture, agreemeathar instrument to which the Borrower, any of Guarantors or any other
Consolidated Party is a party or by which it or afiyts respective properties may be bound; oy f@sult in or require the creation or
imposition of any Lien upon or with respect to gmmgperty now owned or hereafter acquired by thed®eer, any Guarantor or any
other Consolidated Party other than in favor ofAldeninistrative Agent for the benefit of the Lensleand

(c) No Default. No Default or Event of Default has occurred amdantinuing as of the date hereof nor will existriediately after
giving effect to this First Amendment.

4. Reaffirmation of Representation¥he Borrower and each of the Guarantors herghyateand reaffirm all representations and
warranties made by such party to the Administrafigent and the Lenders in the Credit Agreementthadther Credit Documents to which
it is a party on and as of the date hereof (anif representation and warranty expressly relatas earlier date, on and as of such earlier
date) with the same force and effect as if suchesgmtations and warranties were set forth inRhie Amendment in full.

5. Reaffirmation of GuarantyEach of the Guarantors hereby reaffirms its cwitig obligations to the Administrative Agent ahé t
Lenders under the Credit Agreement and agreeshadtansactions contemplated by this First Amemdrakall not in any way affect the
validity and enforceability of their respective gaaty obligations thereunder or reduce, impairiscliarge the obligations of such Guarantors
thereunder.




6. Severability. If any provision of any of this First Amendmemtad the Credit Agreement, as amended hereby, texméned to be
illegal, invalid or unenforceable, such provisidrak be fully severable and the remaining provisishall remain in full force and effect and
shall be construed without giving effect to thegjl, invalid or unenforceable provisions.

7. Certain Referenced€ach reference to the Credit Agreement in anth®fCredit Documents shall be deemed to be a refer® the
Credit Agreement as amended by this First Amendraedtthis First Amendment shall be deemed a Cixaitiment for purposes of the
application of provisions of the Credit Agreemeangrally applicable thereto (including, without ifiation, any arbitration provisions or
waiver provisions).

8. ExpensesThe Borrower shall reimburse the Administrativgeftt upon demand for all reasonable costs and sgpdincluding
reasonable attorneys’ fees) incurred by the Adrtratize Agent in connection with the preparatioagatiation and execution of this First
Amendment and the other agreements and documesttstex! and delivered in connection herewith.

9. Benefits. This First Amendment shall be binding upon aralshure to the benefit of the parties hereto #redr respective
successors and assigns.

10. GOVERNING LAW. THIS FIRST AMENDMENT SHALL BE GOVERNED BY, AND CESTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NORTH CAROLINA APPOABLE TO CONTRACTS EXECUTED, AND TO BE FULLY
PERFORMED, IN SUCH STATE.

11. Effect. Except as expressly herein amended, the termsanditions of the Credit Agreement and the otherd@ Documents
remain in full force and effect. The amendmentdaimed herein shall be deemed to have prospegiptication only, unless otherwise
specifically stated herein.

12. CounterpartsThis First Amendment may be executed in any nurobeounterparts, each of which when so executelddelivered
shall be an original, but all of which shall consg#t one and the same instrument. It shall notdmessary in making proof of this First
Amendment to produce or account for more than ool sounterpart for each of the parties heretoivBsl by facsimile by any of the parti
hereto of an executed counterpart of this First Atmeent shall be as effective as an original execateinterpart hereof and shall be deemed
a representation that an original executed couatehereof will be delivered. Each counterpart béshall be deemed to be an original and
shall be binding upon all parties, their succesaadsassigns.

13. Binding Effect This First Amendment shall become effective ahsime when all of the conditions set forth in @t 2 hereof
have been satisfied or waived by the Lenders asiaail have been executed by the Borrowers, theaBtars and the Administrative Agent,
and the Administrative Agent shall have receivepies hereof (telefaxed or otherwise) which, whéwtetogether, bear the signatures of
each Lender, and thereafter this Credit Agreemfeit be binding upon and inure to the benefit & Borrowers, the Guarantors, the
Administrative Agent and each Lender and their eetipe successors and assigns.

14. Definitions. All capitalized terms not otherwise defined heraie used herein with the respective definitiamergthem in the
Credit Agreement. The interpretive. provisionsfeet in Sections 1.2 and 1.3 of the Credit Agrertighall apply to this First Amendment
though set forth herein.

[Signature Page to Follow]
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IN WITNESS WHEREOF, each of the parties heretodsased a counterpart of this First Amendment tdubg executed and deliver
as of the date first above written.

BORROWERS: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

HIGHWOODS PROPERTIES, INC.
HIGHWOODS SERVICES, INC.
HIGHWOODS FINANCE, LLC

By: HHGHWOODS PROPERTIES, IN(

HIGHWOODS/TENNESSEE HOLDINGS, L.P.
By: HHGHWOODS/TENNESSEE PROPERTIES, INC

By: /s/ Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic

GUARANTORS: SOUTHEAST REALTY OPTIONS CORP.

HIGHWOODS/FLORIDA GP CORP.
HIGHWOODS/TENNESSEE PROPERTIES, INC.
ATRIUM ACQUISITION CORP.
HIGHWOODS/FLORIDA HOLDINGS, L.P.

By: HIGHWOODS FLORIDA GP CORF

PINELLAS NORTHSIDE PARTNERS, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORI

PINELLAS BAY VISTA PARTNERS, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORI

(Signatures continued on next page)



DOWNTOWN CLEARWATER TOWER, LTD.
By: HIGHWOODS/FLORIDA HOLDINGS, L.F
By: HIGHWOODS/FLORIDA GP COR

SISBROS, LTD.
By: HIGHWOODS/ FLORIDA HOLDINGS, L.F
By: HHGHWOODS/FLORIDA GP COR

SHOCKOE PLAZA INVESTORS, L.C.
By: HIGHWOODS REALTY LIMITED PARTNERSHII
By: HIGHWOODS PROPERTIES, IN

RC ONE LLC
By: HIGHWOODS SERVICES, IN(

HPI TITLE AGENCY, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHII
By: HIGHWOODS PROPERTIES, IN

ALAMEDA TOWERS DEVELOPMENT COMPANY
BOARD OF TRADE REDEVELOPMENT CORPORATION
CHALLENGER, INC.
GUARDIAN MANAGEMENT, INC.
HIGHWOODS/CYPRESS COMMONS LLC
By: HIGHWOODS/ FLORIDA HOLDINGS, L.P.
By: HIGHWOODS/FLORIDA GP COR

HIGHWOODS/INTERLACHEN HOLDINGS, L.P.
By: HIGHWOODS/ FLORIDA HOLDINGS, L.P.
By: HIGHWOODS/FLORIDA GP COR

HIGHWOODS CONSTRUCTION SERVICES, LLC
By: HIGHWOOD SERVICES, INC

(Signatures continued on next page)



HIGHWOODS DLF, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(

HIGHWOODS DLF II, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(C

HIGHWOODS WELLNESS CENTER, LLC
By: HHGHWOODS SERVICES, INC

HIGHWOODS 3322, LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

THE J. C. NICHOLS REALTY COMPANY

KC CONDOR, INC.

MARLEY CONTINENTAL HOMES OF KANSAS
By: HHGHWOODS PROPERTIES, IN(

NICHOLS PLAZA WEST, INC.
OZARK MOUNTAIN VILLAGE, INC.
PLAZA LAND COMPANY
SHADOW CREEK |, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(

SOMEDAY, INC.
4551 COX ROAD LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(

(Signatures continued on next page)



4600 COX ROAD LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

581 HIGHWOODS, L.P.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

By: /sl Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic



LENDERS :

BANK OF AMERICA, N.A.,
individually in its capacity as a Lender
and in its capacity as Administrative Age

By: /sl Gregg Higson

Name  Gregg Higson
Title: Vice Presiden

WELLS FARGO BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lender
and in its capacity as Syndication Ag

By: /sl Mark D. Imig

Name  Mark Imig

Title: Assistant Vice President

WACHOVIA BANK, N.A.
individually in its capacity as a Lender
and in its capacity as Documentation Ag

By: /sl Steven B. Wood

Name Steven B. Wood

Title: Senior Vice President

COMMERZBANK AG,

NEW YORK AND GRAND CAYMAN BRANCHES
individually in its capacity as a Lender

and as Managing Age

By: /sl David M. Schwarz

Name  David M. Schwarz

Title: Senior Vice President

By: /sl R. William Knickerbocker

Name R. William Knickerbocker

Title: Assistant Vice President

PNC BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lender
and as a C-Agent

By: /s/ Timothy P. Gleeson

Name  Timothy P. Gleeson

Title: Commercial Banking Officer

[signature pages continu



AMSOUTH BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Robert Blair

Name Robert Blair

Title: VP

SOUTHTRUST BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Sidney Clapp

Name Sidney Clapp

Title: Loan Officer

CENTURA BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Robert E. Hammersley, Jr.

Name Robert E. Hammersley, Jr.

Title:  Bank Officer

BRANCH BANKING AND TRUST COMPANY
individually in its capacity as a Lender
and as a C-Agent

By: /sl Richard E. Fowler

Name Richard E. Fowler

Title:  Senior Vice President

ERSTE BANK, NEW YORK BRANCH
individually in its capacity as a Lend

By: /s/ Paul Judicke

Name Paul Judicke

Title:  Vice President

By: /sl John S. Runnion

Name John S. Runnion

Title:  Managing Director




Exhibit 10.2
SECOND AMENDMENT TO CREDIT AGREEMENT

THIS SECOND AMENDMENT TO CREDIT AGREEMENT dated aEDecember_, 2002 (the “ SeconAmendment), is by and
among HIGHWOODS REALTY LIMITED PARTNERSHIP, a Nor@arolina limited partnership (* Highwoods RedlyyHIGHWOODS
PROPERTIES, INC., a Maryland corporation (“ Highwis®roperties), HIGHWOODS FINANCE, LLC, a Delaware limited lidhy
company (“ Highwoods Finané¢g HIGHWOODS SERVICES, INC., a North Carolina corption (* Highwoods Service$, and
HIGHWOODS/TENNESSEE HOLDINGS, L.P., a Tennesseétdichpartnership (* Highwoods Tennes$géHighwoods Realty, Highwoods
Properties, Highwoods Finance, Highwoods Serviaed,Highwoods Tennessee are hereinafter referrediitadually as a “ Borrowet and
collectively as the “ Borrowery, the subsidiaries of the Borrowers identifiedtbe signature pages attached hereto (such Sutisgdiéae
hereinafter referred to individually as a “* Guamritand collectively as the “ Guarantdi)s the Lenders (as defined in the Credit Agreement
referenced below), BANK OF AMERICA, N.A., as Admétriative Agent for the Lenders (in such capacttg, ‘t Administrative Agent),
BANC OF AMERICA SECURITIES LLC, as Sole Lead Arraargin such capacity, the “ Sole Lead Arranjeand Sole Book Manager (in
such capacity, the “ Sole Book ManaggWELLS FARGO BANK, NATIONAL ASSOCIATION, as Syndation Agent (in such capacity,
the “ Syndication Agent), WACHOVIA BANK, N.A., as Documentation Agent (isuch capacity, the “* Documentation Ag&ntand is an
amendment to that certain Credit Agreement dated Becember 13, 2000 by and among the Borrowensy@htors, Lenders, Administrat
Agent, Sole Lead Arranger, Sole Book Manager, Ssatdin Agent and Documentation Agent, as amenddtidtycertain First Amendment
Credit Agreement dated as of June 29, 2001 (asaime= may have been further amended, restated esuppied or otherwise modified, the “
Credit Agreement).

WITNESSETH

WHEREAS , each of the Borrowers and the Guarantors haweestgd and the Lenders and Administrative Agent lzreed to amer
the Credit Agreement on the terms and conditioh$osth herein;

NOW, THEREFORE , for good and valuable consideration, the reagipthich is hereby acknowledged by the parties toetbe
parties hereto agree as follows:

1. Amendment to Credit AgreemerSection 7.11(g) of the Credit Agreement is heréblgted in its entirety and replaced with the
following:

“(g) Tangible Net Worth At all times the Tangible Net Worth shall be dgezdhan or equal to the sum of (i) $1,625,000,000.
plus (ii) an amount equal to 85% of the Net Casit@eds of any Equity Issuance received by the Cidased Parties subsequent to
December_, 2002 calculated on a cumulative basis as of tioeoé each fiscal quarter of the Consolidated Paffibllowing December
__, 2002, lesgiii) an amount equal to 85% of the aggregate Dalaount paid by the Principal Borrower for theghase, redemption,
retirement or acquisition of Capital Stock of thBipal Borrower following December_, 2002 pursuant to Section 7.11(k) hereof as
set forth in the Quarterly Compliance Certificatiedivered to the Agent pursuant to Section 7.1(1).”

2. Conditions Precedenfhe effectiveness of this Second Amendment igestito receipt by the Administrative Agent of eaxithe
following, each in form and substance satisfactorthe Administrative Agent:

(a) A counterpart of this Second Amendment dulyceked by the Borrowers, Guarantors, Lenders, Adstrimiive Agent, Sole
Lead Arranger, Sole Book Manager, Syndication Agerdt Documentation Agent; and

(b) Such other documents, instruments and agresnasrthe Administrative Agent may reasonably reques

3. RepresentationsEach of the Borrowers and each of the Guarawctisctively represent and warrant to the Admiristre Agent an
the Lenders that:



(a) Authorization Each of the Borrowers and each of the Guarantespectively, has the right and power and hasrudxdaall
authorizations necessary to execute and deliverSecond Amendment and to perform its respectiligaitons hereunder and under
Credit Agreement, as amended by this Second Amemiglimeaccordance with their respective terms. Basond Amendment has been
duly executed and delivered by a duly authorizdidefs of each of the Borrowers and each Guarargspectively, and each of this
Second Amendment and the Credit Agreement, as addndthis Second Amendment, is a legal, validlzinding obligation of each
of the Borrowers and each Guarantor (each as ayhdi; enforceable against each of the Borrowedseach Guarantor (each as
applicable) in accordance with its respective temmsept as the same may be limited by bankrujpteplvency, and other similar laws
affecting the rights of creditors generally andenyitable principles generally.

(b) Compliance with Laws, etcThe execution and delivery by each of the Bormsvasnd each of the Guarantors of this Second
Amendment and the performance by each of the Bar®wand/or the Guarantors of this Second Amendamhthe Credit Agreement,
as amended by this Second Amendment, in accordaititéheir respective terms, does not and will igtthe passage of time, the
giving of notice or otherwise: (i) require any apyal (other than those already obtained) by anyeBawental Authority or violate any
law (including any Environmental Law) which is ajggble to a Borrower, any Guarantors, any Constdii®arty, the Credit
Documents or the transactions contemplated heretimeoein; (ii) conflict with, result in a breach @r constitute a default under the
organizational documents of any Borrower, any ef@uarantors or any other Consolidated Party, piradenture, agreement/or other
instrument to which any Borrower, any of the Guawesor any other Consolidated Party is a partyyowhich it or any of its respective
properties may be bound; or (iii) result in or rigguhe creation or imposition of any Lien uponngth respect to any property now
owned or hereafter acquired by any Borrower, angr&utor or any other Consolidated Party other thdavor of the Administrative
Agent for the benefit of the Lenders; and

(c) No Default. No Default or Event of Default has occurred amdantinuing as of the date hereof nor will existriediately after
giving effect to this Second Amendment.

4. Reaffirmation of Representationgach of the Borrowers and each of the Guarahiersby repeat and reaffirm all representation:
warranties made by such party to the Administrafigent and the Lenders in the Credit Agreementthadther Credit Documents to which
it is a party on and as of the date hereof (oth@&n any representation or warranty expressly rgjdab an earlier date) with the same force and
effect as if such representations and warranties wet forth in this Second Amendment in full.

5. Reaffirmation of GuarantyEach of the Guarantors hereby reaffirms its cwiig obligations to the Administrative Agent ahé t
Lenders under the Credit Agreement and agreesibadtansactions contemplated by this Second Amentishall not in any way affect the
validity and enforceability of their respective gaiaty obligations thereunder or reduce, impairiscliarge the obligations of such Guarantors
thereunder.

6. Severability. If any provision of any of this Second Amendmenbf the Credit Agreement, as amended herebyetisrohined to be
illegal, invalid or unenforceable, such provisidrak be fully severable and the remaining provisishall remain in full force and effect and
shall be construed without giving effect to thegjl, invalid or unenforceable provisions.

7. Certain Referenced€ach reference to the Credit Agreement in anth®fCredit Documents shall be deemed to be a refer® the
Credit Agreement as amended by this Second Amentdanehthis Second Amendment shall be deemed at@edument for purposes of 1
application of provisions of the Credit Agreemeangrally applicable thereto (including, without ifiation, any arbitration provisions or
waiver provisions).

8. ExpensesThe Borrowers shall reimburse the Administrathgent upon demand for all reasonable costs andnsgsqincluding
reasonable attorneys’ fees) incurred by the Adrtratize Agent in connection with the preparatioagatiation and execution of this Second
Amendment and the other agreements and documesttstex! and delivered in connection herewith.
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9. Benefits. This Second Amendment shall be binding upon &adl Bwure to the benefit of the parties hereto dradr respective
successors and assigns.

10. Default. The failure of any of the Borrowers or any of hearantors to perform any of their respectivegailons under this Seco
Amendment or the material falsity of any represemaor warranty made herein shall, at the optibthe Administrative Agent and/or
Lenders (as determined in accordance with the CAegteement) after expiration of any applicableecperiod, constitute an Event of Default
under the Credit Documents.

11. No Novation The parties hereto intend this Second Amendneeatidence the amendments to the terms of thermgxist
indebtedness of the Borrowers and Guarantors thehders as specifically set forth herein and damtend for such amendments to
constitute a novation in any manner whatsoever.

12. GOVERNING LAW. THIS SECOND AMENDMENT SHALL BE GOVERNED BY, AND ONSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NORTH CAROLINA APPOABLE TO CONTRACTS EXECUTED, AND TO BE FULLY
PERFORMED, IN SUCH STATE.

13. Effect. Except as expressly herein amended, the termsantitions of the Credit Agreement and the otherd@ Documents
remain in full force and effect. The amendmentdaimed herein shall be deemed to have prospegipkication only, unless otherwise
specifically stated herein.

14. CounterpartsThis Second Amendment may be executed in any aupftcounterparts, each of which when so execaed
delivered shall be an original, but all of whictaBiltonstitute one and the same instrument. It stedlbe necessary in making proof of this
Second Amendment to produce or account for mone dna such counterpart for each of the partiesdePelivery by facsimile by any of
the parties hereto of an executed counterparti®f3cond Amendment shall be as effective as ginatiexecuted counterpart hereof and
shall be deemed a representation that an origkesluged counterpart hereof will be delivered. Eemtnterpart hereof shall be deemed to be
an original and shall be binding upon all parttegjr successors and assigns.

15. Binding Effect This Second Amendment shall become effectiveietht ime when all of the conditions set forth irctmn 2 hereof
have been satisfied or waived by the Lenders asigail have been executed by the Borrowers, theaBtars and the Administrative Agent,
and the Administrative Agent shall have receivepies hereof (telefaxed or otherwise) which, whéwtetogether, bear the signatures of
each Lender, and thereafter this Credit Agreemtaait be binding upon and inure to the benefit @& Borrowers, the Guarantors, the
Administrative Agent and each Lender and their eetipe successors and assigns.

16. Definitions. All capitalized terms not otherwise defined heraie used herein with the respective definitiomemgthem in the
Credit Agreement. The interpretive. provisionsfeet in Sections 1.2 and 1.3 of the Credit Agrertighall apply to this Second Amendm
as though set forth herein.

[Signature Pages to Follow]
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IN WITNESS WHEREOF, each of the parties heretodaased a counterpart of this Second Amendment thulyeexecuted and
delivered as of the date Second above written.

BORROWERS: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, INC

HIGHWOODS PROPERTIES, INC.
HIGHWOODS SERVICES, INC
HIGHWOODS FINANCE, LLC

By: HHGHWOODS PROPERTIES, INC

HIGHWOODS/TENNESSEE HOLDINGS, L.P.
By: HHGHWOODS/TENNESSEE PROPERTIES, IN

By: /s/ Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic

GUARANTORS: SOUTHEAST REALTY OPTIONS CORP.

HIGHWOODS/FLORIDA GP CORP.
HIGHWOODS/TENNESSEE PROPERTIES, INC.
ATRIUM ACQUISITION CORP.
1st GEARY CORP.
HIGHWOODS/FLORIDA HOLDINGS, L.P.

By: HIGHWOODS FLORIDA GP CORF

PINELLAS NORTHSIDE PARTNERS, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HIGHWOODS/FLORIDA GP CORF

PINELLAS BAY VISTA PARTNERS, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

(Signatures continued on next page)



DOWNTOWN CLEARWATER TOWER, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.F
By: HHGHWOODS/FLORIDA GP COR

SISBROS, LTD.
By: HHGHWOODS/ FLORIDA HOLDINGS, L.F
By: HIGHWOODS/FLORIDA GP COR

SHOCKOE PLAZA INVESTORS, L.C.
By: HHGHWOODS REALTY LIMITED PARTNERSHII
By: HHGHWOODS PROPERTIES, IN

RC ONE LLC
By: HIGHWOODS SERVICES, IN(

HPI TITLE AGENCY, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHII
By: HHGHWOODS PROPERTIES, IN

ALAMEDA TOWERS DEVELOPMENT COMPANY
CHALLENGER, INC.
GUARDIAN MANAGEMENT, INC.
HIGHWOODS/CYPRESS COMMONS LLC
By: AP SOUTHEAST PORTFOLIO PATNERS, L
By: AI-GP SOUTHEST PORTFOLIO PARTNERS, L
By: HHGHWOODS REALTY GP COR

HIGHWOODS/INTERLACHEN HOLDINGS, L.P.
By: HIGHWOODS/ FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP COR

HIGHWOODS CONSTRUCTION SERVICES, LLC
By: HIGHWOOD SERVICES, INC

(Signatures continued on next page)



HIGHWOODS DLF, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

HIGHWOODS DLF I, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

PAPEC RICHMOND II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

PAPEC WESTON [, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

PAPEC WESTON I, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

PAPEC WESTON III, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SPI SHADOW CREEK II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

HARBORVIEW PLAZA, LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP CORF

SPI BROOKFIELD I, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

SPI BROOKFIELD II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SPI BUSINESS HOLDINGS, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

SPI CENTURY PLAZAIl, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(



SPI JEFFERSON VILAGE, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SPI SEVEN SPRINGS |, LLC
By: HHGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SPI TRADEPORT OFFICE Ill, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SPI RALEIGH CORPORATE CENTER, LLC
By: HHGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

HIGHWOODS COLONNADE, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(

HIGHWOODS WELLNESS CENTER, LLC
By: HHGHWOODS SERVICES, INC

HIGHWOODS 3322, LLC
By HHGHWOODS/FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP CORF

THE J. C. NICHOLS REALTY COMPANY
KC CONDOR, INC.
NICHOLS PLAZA WEST, INC.
OZARK MOUNTAIN VILLAGE, INC.
SHADOW CREEK [, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

SOMEDAY, INC.
4551 COX ROAD LLC
By: HHGHWOODS REALTY LIMITED
PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

(Signatures continued on next page)



4600 COX ROAD LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

581 HIGHWOODS, L.P.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

By: /sl Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic



LENDERS :

BANK OF AMERICA, N.A.,
individually in its capacity as a Lend
and in its capacity as Administrative Age

By: /sl Gregg Higson

Name: Gregg Higson

Title: Vice President

WELLS FARGO BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lend
and in its capacity as Syndication Ag

By: /sl John S. Misiura
Name: John S. Misiura
Title: Vice President

WACHOVIA BANK, N.A.
individually in its capacity as a Lend
and in its capacity as Documentation Ag

By: /sl David Hoagland
Name: David Hoagland
Title: Vice President
COMMERZBANK AG,

NEW YORK AND GRAND CAYMAN BRANCHES
individually in its capacity as a Lend
and as Managing Age

By:

Name:

Title:

PNC BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lend
and as a C-Agent

By: /s/ Timothy P. Gleeson
Name: Timothy P. Gleeson
Title: Assistant Vice President

(Signatures continued on next page)



AMSOUTH BANK
individually in its capacity as a Lend
and as a C-Agent

By: /sl Robert W. Blair

Name: Robert W. Blair

Title: Vice President

SOUTHTRUST BANK
individually in its capacity as a Lend
and as a C-Agent

By: /sl Sidney Clapp

Name: Sidney Clapp

Title: Assistant Vice President

CENTURA BANK
individually in its capacity as a Lend
and as a C-Agent

By:

Name:

Title:

BRANCH BANKING AND TRUST COMPANY
individually in its capacity as a Lend
and as a C-Agent

By: /sl Holger Ebert

Name: Holger B. Ebert

Title: SVP

ERSTE BANK, NEW YORK BRANCH
individually in its capacity as a Lend

By: /sl Gregory Aptman

Name: Gregory T. Aptman

Title: Vice President

By: /sl Robert Suehnholz

Name: Robert R. Suehnholz

Title: First Vice President




Exhibit 10.3
THIRD AMENDMENT TO CREDIT AGREEMENT

THIS THIRD AMENDMENT TO CREDIT AGREEMENT dated a$ blarch 27, 2003 (the “ Third Amendmeht is by and among
HIGHWOODS REALTY LIMITED PARTNERSHIP, a North Caiiah limited partnership (* Highwoods Realty HHGHWOODS
PROPERTIES, INC., a Maryland corporation (* HighwisdPropertie$), HIGHWOODS FINANCE, LLC, a Delaware limited lidhy
company (“ Highwoods Finané¢g HIGHWOODS SERVICES, INC., a North Carolina corption (* Highwoods Service$, and
HIGHWOODS/TENNESSEE HOLDINGS, L.P., a Tennesseétdichpartnership (* Highwoods Tennes$géHighwoods Realty, Highwoods
Properties, Highwoods Finance, Highwoods Serviaed,Highwoods Tennessee are hereinafter referriediitadually as a “ Borrowet and
collectively as the “ Borrowery, the subsidiaries of the Borrowers identifiedtbe signature pages attached hereto (such Sutisgdiéae
hereinafter referred to individually as a * Guamritand collectively as the “ Guarantdi)s the Lenders (as defined in the Credit Agreement
referenced below), BANK OF AMERICA, N.A., as Admitriative Agent for the Lenders (in such capacthg, ‘t Administrative Agent),
BANC OF AMERICA SECURITIES LLC, as Sole Lead Arrargin such capacity, the “ Sole Lead Arranjeand Sole Book Manager (in
such capacity, the “ Sole Book ManaggWELLS FARGO BANK, NATIONAL ASSOCIATION, as Syndation Agent (in such capacity,
the “ Syndication Agent), WACHOVIA BANK, N.A., as Documentation Agent (isuch capacity, the * Documentation Agé&ntand is an
amendment to that certain Credit Agreement datexdf Becember 13, 2000 by and among the Borroweus)&@htors, Lenders, Administrat
Agent, Sole Lead Arranger, Sole Book Manager, Ssatdin Agent and Documentation Agent, as amenddtidtycertain First Amendment
Credit Agreement dated as of June 29, 2001, aadnanded by that certain Second Amendment to ChAepgldement dated as of December

, 2002 (as the same may have been further ameredtdted, supplemented or otherwise modified, tGectit Agreement).

WITNESSETH

WHEREAS , each of the Borrowers and the Guarantors haweestgd and the Lenders and Administrative Agent lzreed to amer
the Credit Agreement on the terms and conditioh$osth herein;

NOW, THEREFORE , for good and valuable consideration, the reagipthich is hereby acknowledged by the parties toetbe
parties hereto agree as follows:

1. Amendments to Credit Agreement
(a) Section 7.11(e) of the Credit Agreement is bgideleted in its entirety and replaced with théofeing:
“(e) Fixed Charge Coverage Ratidhe Fixed Charge Coverage Ratio shall at all ilme greater than 1.60 to 1.00.”
(b) Section 7.11(k)(i) of the Credit Agreement &dby deleted in its entirety and replaced withftiewing:

“(i) Restricted Payments, as determined on any fiditaving the date of this Agreement and for thieyous twelve
(12) calendar month period (including, as applieapkriods occurring prior to the date of this Agnent) shall not exceed
an amount equal to the sum of (A) Cash Availabtelfistribution, plus (B) 25% of Net Assets Salesd&eds derived from
sales of Speculative Land, plus, (C) 70% of NeteAsSales Proceeds derived from sales of othetsasfsthe Consolidate
Parties not considered to be Speculative Land, ([@ugxcess proceeds from the refinance of asise¢gch case, over the
same twelve (12) calendar month period.”

2. Conditions Precedenthe effectiveness of this Third Amendment is sabjo receipt by the Administrative Agent of eatthe
following, each in form and substance satisfactorthe Administrative Agent:

(a) A counterpart of this Third Amendment duly exted by the Borrowers, Guarantors, Lenders, Adrratise Agent, Sole Lead
Arranger, Sole Book Manager, Syndication Agent Bodumentation




Agent; and
(b) Such other documents, instruments and agresnasrthe Administrative Agent may reasonably reiques

3. RepresentationsEach of the Borrowers and each of the Guarawctisctively represent and warrant to the Admiristre Agent an
the Lenders that:

(a) Authorization Each of the Borrowers and each of the Guarantespectively, has the right and power and hasruddaall
authorizations necessary to execute and deliverTihird Amendment and to perform its respectivégalions hereunder and under the
Credit Agreement, as amended by this Third Amendniemccordance with their respective terms. THigd Amendment has been
duly executed and delivered by a duly authorizéderfs of each of the Borrowers and each Guarantspectively, and each of this
Third Amendment and the Credit Agreement, as anmtbgighis Third Amendment, is a legal, valid andding obligation of each of
the Borrowers and each Guarantor (each as apmigabiforceable against each of the Borrowers and &uarantor (each as
applicable) in accordance with its respective temmsept as the same may be limited by bankrujpteplvency, and other similar laws
affecting the rights of creditors generally andenyitable principles generally.

(b) Compliance with Laws, etcThe execution and delivery by each of the Bormsveand each of the Guarantors of this Third
Amendment and the performance by each of the Barewand/or the Guarantors of this Third Amendmaedttae Credit Agreement,
amended by this Third Amendment, in accordance thithr respective terms, does not and will notth®ypassage of time, the giving
notice or otherwise: (i) require any approval (otthen those already obtained) by any Governmeénitiority or violate any law
(including any Environmental Law) which is appliabo a Borrower, any Guarantors, any Consolid&ady, the Credit Documents or
the transactions contemplated herein or thera)nggnflict with, result in a breach of or constiéa default under the organizational
documents of any Borrower, any of the Guaranto@grother Consolidated Party, or any indenturesegent/or other instrument to
which any Borrower, any of the Guarantors or ameotConsolidated Party is a party or by which iaoy of its respective properties
may be bound; or (iii) result in or require theatien or imposition of any Lien upon or with resprany property now owned or
hereafter acquired by any Borrower, any Guarant@ang other Consolidated Party other than in faaxfdhe Administrative Agent for
the benefit of the Lenders; and

(c) No Default. No Default or Event of Default has occurred asmdantinuing as of the date hereof nor will existriediately after
giving effect to this Third Amendment.

4. Reaffirmation of Representation&ach of the Borrowers and each of the Guarahi@rsby repeat and reaffirm all representation:
warranties made by such party to the Administrafigent and the Lenders in the Credit Agreementthadther Credit Documents to which
it is a party on and as of the date hereof (oth&n any representation or warranty expressly rgjdab an earlier date) with the same force and
effect as if such representations and warranties wet forth in this Third Amendment in full.

5. Reaffirmation of GuarantyEach of the Guarantors hereby reaffirms its cwritig obligations to the Administrative Agent ahé t
Lenders under the Credit Agreement and agreeshbdtansactions contemplated by this Third Amentdtreball not in any way affect the
validity and enforceability of their respective gaaty obligations thereunder or reduce, impairiscliarge the obligations of such Guarantors
thereunder.

6. Severability. If any provision of any of this Third Amendmentaf the Credit Agreement, as amended hereby,teraéned to be
illegal, invalid or unenforceable, such provisidrakt be fully severable and the remaining provisishall remain in full force and effect and
shall be construed without giving effect to thedglal, invalid or unenforceable provisions.

7. Certain References€ach reference to the Credit Agreement in arth®fCredit Documents shall be deemed to be a refer the
Credit Agreement as amended by this Third Amendraedtthis Third Amendment shall be deemed a CEaliument for purposes of the
application of provisions of the Credit




Agreement generally applicable thereto (includimghout limitation, any arbitration provisions omwer provisions).

8. ExpensesThe Borrowers shall reimburse the Administrathgent upon demand for all reasonable costs andnsgsq(including
reasonable attorneys’ fees) incurred by the Adrtratize Agent in connection with the preparatioagatiation and execution of this Third
Amendment and the other agreements and documesttstexi and delivered in connection herewith.

9. Benefits. This Third Amendment shall be binding upon analllshure to the benefit of the parties hereto tradr respective
successors and assigns.

10. Default. The failure of any of the Borrowers or any of thearantors to perform any of their respectivegailons under this Third
Amendment or the material falsity of any represemaor warranty made herein shall, at the optibthe Administrative Agent and/or
Lenders (as determined in accordance with the Chegteement) after expiration of any applicableecperiod, constitute an Event of Default
under the Credit Documents.

11. No Novation The parties hereto intend this Third Amendmerauwiolence the amendments to the terms of the egigidebtedness
of the Borrowers and Guarantors to the Lendergpesifically set forth herein and do riatend for such amendments to constitute a novation
in any manner whatsoever.

12. GOVERNING LAW. THIS THIRD AMENDMENT SHALL BE GOVERNED BY, AND COSTRUED IN ACCORDANCE
WITH, THE LAWS OF THE STATE OF NORTH CAROLINA APPOABLE TO CONTRACTS EXECUTED, AND TO BE FULLY
PERFORMED, IN SUCH STATE.

13. No Implied AgreementsExcept as expressly herein amended, the termsanrditions of the Credit Agreement and the otherd@®
Documents remain in full force and effect. The admants contained herein shall be deemed to hawp@ctive application only, unless
otherwise specifically stated herein.

14. CounterpartsThis Third Amendment may be executed in any nurobeounterparts, each of which when so executeddelivere
shall be an original, but all of which shall consg¢ one and the same instrument. It shall notdmessary in making proof of this Third
Amendment to produce or account for more than ool sounterpart for each of the parties heretoivBsl by facsimile by any of the parti
hereto of an executed counterpart of this Third Adment shall be as effective as an original execoteinterpart hereof and shall be dee
a representation that an original executed couatehereof will be delivered. Each counterpart béshall be deemed to be an original and
shall be binding upon all parties, their succesaadsassigns.

15. Binding Effect This Third Amendment shall become effective athefdate hereof at such time when all of the dam set forth
in Section 2 hereof have been satisfied or waiwethb Lenders and it shall have been executeddBtirowers, the Guarantors and the
Administrative Agent, and the Administrative Agestiall have received copies hereof (telefaxed agratise) which, when taken together,
bear the signatures of each Lender, and therahfse€redit Agreement shall be binding upon anderto the benefit of the Borrowers, the
Guarantors, the Administrative Agent and each Leadd their respective successors and assigns.

16. Definitions. All capitalized terms not otherwise defined heraie used herein with the respective definitiamergthem in the
Credit Agreement. The interpretive. provisionsfeet in Sections 1.2 and 1.3 of the Credit Agrertrshall apply to this Third Amendment
as though set forth herein.

[Signature Pages to Follow]
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IN WITNESS WHEREOF, each of the parties heretodaased a counterpart of this Third Amendment tdulg executed and
delivered as of the date written above.

BORROWERS: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN(

HIGHWOODS PROPERTIES, INC.
HIGHWOODS SERVICES, INC
HIGHWOODS FINANCE, LLC

By: HHGHWOODS PROPERTIES, IN(

HIGHWOODS/TENNESSEE HOLDINGS, L.P.
By: HHGHWOODS/TENNESSEE PROPERTIES, IN

By: /s/ Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic

GUARANTORS: HIGHWOODS/FLORIDA GP CORP.
HIGHWOODS/TENNESSEE PROPERTIES, INC.
HIGHWOODS/FLORIDA HOLDINGS, L.P.
By: HIGHWOODS FLORIDA GP CORF

PINELLAS NORTHSIDE PARTNERS, LTD.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

PINELLAS BAY VISTA PARTNERS, LTD.
By: HIGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

(Signatures continued on next page)



DOWNTOWN CLEARWATER TOWER, LTD.
By: HHGHWOODS /FLORIDA HOLDINGS, L.P.
By: HHGHWOODS /FLORIDA GP CORF

SISBROS, LTD
By: HHGHWOODS /FLORIDA HOLDINGS, L.P.
By: HIGHWOODS /FLORIDA GP CORF

SHOCKOE PLAZA INVESTORS, L.C.
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(C

RC ONE LLC
By: HIGHWOODS SERVICES, INC

HPI TITLE AGENCY, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN(C

ALAMEDA TOWERS DEVELOPMENT COMPANY
CHALLENGER, INC.
GUARDIAN MANAGEMENT, INC.
HIGHWOODS/CYPRESS COMMONS LLC
By: AP SOUTHEAST PORTFOLIO PARTNERS, L.P.
By: AP-GP SOUTHEST PORTFOLIO PARTNERS, L.P .
By: HHGHWOODS REALTY GP CORF

HIGHWOODS/INTERLACHEN HOLDINGS, L.P.
By: HIGHWOODS /FLORIDA HOLDINGS, L.P.
By: HHGHWOODS /FLORIDA GP CORF

HIGHWOODS CONSTRUCTION SERVICES, LLC
By: HIGHWOOD SERVICES, INC

(Signatures continued on next page)



HIGHWOODS DLF, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

HIGHWOODS DLF II, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

PAPEC RICHMOND II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

PAPEC WESTON |, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

PAPEC WESTON I, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

PAPEC WESTON I, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

SPI SHADOW CREEK II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

HARBORVIEW PLAZA, LLC
By: HIGHWOODS/FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP COR

SPI BROOKFIELD I, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

SPI BROOKFIELD II, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN
SPI BUSINESS HOLDINGS, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

SPI CENTURY PLAZA I, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

SP| JEFFERSON VILLAGE, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN



SPI SEVEN SPRINGS |, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

SPI TRADEPORT OFFICE llI, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

SPI RALEIGH CORPORATE CENTER, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

HIGHWOODS COLONNADE, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

SPI TRADEPORT PLACE V, LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

HIWTP, LLC
By: HIGHWOODS SERVICES, IN(

HIGHWOODS INDUSTRIAL VIRGINIA, LLC
By: HIGHWOODS SERVICES, IN(

HIGHWOODS INDUSTRIAL NORTH CAROLINA, LLC
By: HIGHWOODS SERVICES, IN(C

GROVE PARK SQUARE, LLC
By: HIGHWOODS SERVICES, IN(C

HIGHWOODS WELLNESS CENTER, LLC
By: HIGHWOODS SERVICES, IN(

HIGHWOODS 3322, LLC
By HIGHWOODS/FLORIDA HOLDINGS, L.P.
By: HIGHWOODS/FLORIDA GP COR

NICHOLS PLAZA WEST, INC.
OZARK MOUNTAIN VILLAGE, INC.
SHADOW CREEK |, LLC
By: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, IN

4551 COX ROAD LLC
By: HHGHWOODS REALTY LIMITED PARTNERSHIP
By: HHGHWOODS PROPERTIES, IN

(Signatures continued on next page)



4 600 COX ROAD LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP CORI

581 HIGHWOODS, L.P.
By: HHGHWOODS/FLORIDA HOLDINGS, L.P.
By: HHGHWOODS/FLORIDA GP COR|

By: /s/ Ronald P. Gibson

Name: Ronald P. Gibsc
Title: President and Chief Executive Offic



LENDERS:

BANK OF AMERICA, N.A.,
individually in its capacity as a Lender
and in its capacity as Administrative Age

By: /sl Gretchen P. Burad

Name: Gretchen P. Burad

Title: Managing Director

WELLS FARGO BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lender
and in its capacity as Syndication Ag

By: /sl John S. Misiura
Name: John S. Misiura
Title: Vice President

WACHOVIA BANK, N.A.
individually in its capacity as a Lender
and in its capacity as Documentation Ag

By:

Name:
Title:

COMMERZBANK AG,

NEW YORK AND GRAND CAYMAN BRANCHES
individually in its capacity as a Lender

and as Managing Age

By:

Name:

Title:

By:

Name:

Title:

PNC BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lender
and as a C-Agent

By: /s/ Timothy P. Gleeson

Name:  Timothy P. Gleeson

Title: Assistant Vice President

(Signatures continued on next page)



AMSOUTH BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Robert Blair

Name: Robert Blair

Title: Vice President Commercial Real Estate

SOUTHTRUST BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Ann Peck

Name: Ann Peck

Title: Assistant Vice President

RBC CENTURA BANK
individually in its capacity as a Lender
and as a C-Agent

By: /sl Robert E. Hammersley, Jr.

Name: Robert E. Hammersley, Jr.

Title: Bank Officer

BRANCH BANKING AND TRUST COMPANY
individually in its capacity as a Lender
and as a C-Agent

By: /sl Holger Ebert

Name:  Holger B. Ebert

Title: SVP

ERSTE BANK, NEW YORK BRANCH
individually in its capacity as a Lend

By: /sl Gregory T. Aptman

Name:  Gregory T. Aptman

Title: Vice President

By: /sl Bryan Lynch

Name: Bryan J. Lynch

Title: First Vice President




Exhibit 99.1

STATEMENT OF CHIEF EXECUTIVE OFFICER OF
HIGHWOODS PROPERTIES, INC.

In connection with the Quarterly Report of Highwederoperties, Inc. (the “Company”) on Form 10-Qtfe period ended March 31,
2003 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), I, Roraldsibson, President and Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to $9fte Sarbane®xley Act of 2002, tha

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
the Company

/'s/ RoNaLD P. GiBsoN

Ronald P. Gibson
President and Chief Executive Officer
May 7, 2003



Exhibit 99.2

STATEMENT OF CHIEF FINANCIAL OFFICER OF
HIGHWOODS PROPERTIES, INC.

In connection with the Quarterly Report of Highwederoperties, Inc. (the “Company”) on Form 10-Qtfe period ended March 31,
2003 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), I, Carndahiuzzo, Vice President and Chief
Financial Officer of the Company, certify, pursuémtl8 U.S.C. § 1350, as adopted pursuant to &9@te Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
the Company

/s/ CARMAN J. Liuzzo

Carman J. Liuzzo
Vice President and Chief Financial Officer
May 7, 2003



