HIGHWOODS PROPERTIES INC

FORM 10-Q

(Quarterly Report)

Filed 8/7/2003 For Period Ending 6/30/2003

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

Corporate Sales: 212-457-8200



Table of Contents

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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PART | — FINANCIAL INFORMATION

Item 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, statement oftsitttedes’equity and statements
cash flows reflect all adjustments (consisting afmal recurring accruals) that are, in our opinioegessary 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 Sheets
(% in thousands)

June 30, December 31
2003 2002
(Unaudited)
Assets:
Real estate assets, at ct
Land and improvemen $ 383,52( $ 386,05:
Buildings and tenant improvemet 2,808,27. 2,792,301
Development in proces 9,49¢ 6,72¢
Land held for developme! 172,15: 162,76
Furniture, fixtures and equipme 21,22: 20,96¢
3,394,66! 3,368,81.
Less—accumulated depreciatic (503,07 (455,33)
Net real estate ass¢ 2,891,59: 2,913,47
Property held for sal 201,14 221,72(
Cash and cash equivalel 13,02t 11,017
Restricted cas 3,16: 8,58
Accounts receivable, net of allowar 13,90z 13,57¢
Notes receivabl 27,61% 31,057
Accrued straigt-line rents receivabl 51,70: 48,77%
Investment in unconsolidated affiliat 76,49¢ 79,50«
Other assets
Deferred leasing cos 100,46 97,14:
Deferred financing cos 42,544 26,12(
Prepaid expenses and otl 16,88: 15,29¢
159,88t 138,55¢
Less—accumulated amortizatic (76,499 (70,907
Other assets, n 83,38¢ 67,657
Total Assets $3,362,03:  $3,395,36!
Liabilities and Stockholders’ Equity:
Mortgages and notes payal $1,579,26! $1,528,72
Accounts payable, accrued expenses and otheiitied 102,94¢ 120,61«
Total Liabilities 1,682,21.  1,649,33.
Minority interest 177,10« 188,56
Stockholders’ Equity:
Preferred stock, $.01 par value, 50,000,000 autbdrshares
8 5/ 8% Series A Cumulative Redeemable Preferred Shbaeglétion preference $1,000 per share), 104,945
shares issued and outstanding at June 30, 200Betaber 31, 20C 104,94! 104,94!
8% Series B Cumulative Redeemable Preferred Sayeslation preference $25 per share), 6,900,0G0es
issued and outstanding at June 30, 2003 and Dece3hp200z 172,50( 172,50(
8% Series D Cumulative Redeemable Preferred SKiageglation preference $250 per share), 400,0@0esh
issued and outstanding at June 30, 2003 and Dece&3hp200Z 100,00( 100,00(
Common stock, $.01 par value, 200,000,000 authdshares; 53,071,768 and 53,400,195 shares isaded a
outstanding at June 30, 2003 and December 31, 28§2ectively 531 534
Additional paic-in capital 1,383,56! 1,390,04.
Distributions in excess of net earnir (245,75) (197,64
Accumulated other comprehensive | (7,83)) (9,209
Deferred compensatic (5,247 (3,699
Total Stockholder Equity 1,502,71! 1,557,47.




Total Liabilities and Stockholde’ Equity $3,362,03.  $3,395,36!

See accompanying notes to consolidated financgdsients.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Income
(Unaudited and $ in thousands, except per sharei@tsio

Three Months Ended June 30, Six Months Ended June 30,

2003 2002 2003 2002
Rental revenue $105,65¢ $107,86: $211,62¢ $221,10¢
Operating expenses:
Rental propert 36,87( 34,24¢  73,52¢ 69,73
Depreciation and amortizatic 32,41 28,95  64,85¢ 57,66¢
Interest expenst
Contractua 27,82: 26,687  55,49¢ 52,29
Amortization of deferred financing cos 757 341 1,38: 68C
28,57¢ 27,02¢ 56,87¢ 52,97
General and administrative includes $3,514 and(B¢f nonrecurring compensation
expense in the three and six months ended Jur208@, respectivel 6,52¢ 9,047  11,86¢ 14,40:
Total operating expens 104,38! 99,27¢ 207,12 194,77:
Other income:
Interest and other incon 3,22¢ 2,69t 6,11¢ 6,03
Equity in (loss)/earnings of unconsolidated afféis (485) 2,47 1,27¢ 5,03¢
2,744 5,17( 7,392 11,07
Income before gain on disposition of land and deiptde assets, minority
interest and discontinued operatic 4,01¢ 13,75¢ 11,89« 37,40°
Gain on disposition of lan 1,412 5,98¢ 2,27 5,751
Gain on disposition of depreciable as: 22C 4,20z 24C 5,37¢
Income before minority interest and discontinuedragions 5,65( 23,947  14,40¢ 48,54
Minority interest (656€) (2,851 (1,702 (5,84%)
Income from continuing operatiol 4,994 21,09¢  12,70; 42,69¢
Discontinued operations:
Income from discontinued operations, net of miryorteresi 3,781 4,76¢ 7,41(C 10,03¢
Gain on sale of discontinued operations, net ofomitiy interest 1,34t 1,88¢ 1,17¢ 1,88¢
5,12¢ 6,65¢ 8,58t 11,92«
Net income 10,12( 27,75(  21,29: 54,62:
Dividends on preferred shar (7,719 (7,719 (15,426 (15,426
Net income available for common stockhold $ 2,407 $ 20,037 $ 5,86¢ $ 39,19¢
Net income per common share—basic:
(Loss)/income from continuing operatic $ (0.0%) $ 0283 (0.05 $ 0,51
Income from discontinued operatic 0.1C 0.12 0.1¢€ 0.22
Net income $ 0.0 $ 03i$ 011 $ 0.7¢
Weighted average common shares outstar—basic 53,27( 53,20t  53,34¢ 53,06(
Net income per common shar—diluted:
(Loss)/income from continuing operatic $ (0.09 $ 028$% (0.09 $ 0.51
Income from discontinued operatic 0.1C 0.12 0.1¢€ 0.22
Net income $ 0.0 $ 03i$ 011 $ 0.7:



Weighted average common shares outstar—diluted 53,31t 53,69 53,39t 53,51

Distributions declared per common sh $ 042t $ 058 3% 1.01 $ 117

See accompanying notes to consolidated financsgsients
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Balance at December 31, 20
Issuance of Common Stock
Common Stock Dividends
Preferred Stock Dividenc
Issuance of restricted stock
Repurchase of Common Stock
Fair value of stock options issued
Amortization of deferred
compensation
Other comprehensive income
Net Income

Balance at June 30, 2003

HIGHWOODS PROPERTIES, INC.
Consolidated Statement of Stockholders’ Equity
For the Six Months Ended June 30, 2003

(Unaudited and $ in thousands, except for numbeoofmon shares)

Accumulated

Other Distributions
Number of Additional Deferred Compre- in Excess
Common Common  Series A Series B Series D Paid-In Compen- hensive of Net
Shares Stock Preferred  Preferred  Preferred Capital sation Loss Earnings Total
53,400,19 $ 534 $104,94! $172,50C $ 100,00 $ 1,390,041 $ (3,699 $ (9,209 $ (197,64 $1,557,47.
20,56: — — — — 407 — — — 407
— — — — — — — — (63,970 (53,970
— — — — — — — — (15,426) (15,426
97,61 1 — — — 2,08: (2,087) — — —
(446,600 (4) — — — 9,273 — — — 9,277)
— — — — — 30¢ (309) — — —
— — — — — — 844 — — 844
— — — — — — — 1,37: — 1,37¢
— — — — — — — — 21,29: 21,29:
53,071,76 $ 531 $104,94! $172,50C $100,00( $1,383560 $ (5247 $ (7,83)) $ (245,75) $1,502,71!

See accompanying notes to consolidated financitdsients.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows
(Unaudited and $ in thousands)

Operating activities:

Income from continuing operatiol

Adjustments to reconcile income from continuing @piens to net cash provided by operating actisit
Depreciation and amortizatic
Amortization of deferred compensati
Amortization of deferred financing cos
Amortization of accumulated other comprehensive
Equity in earnings of unconsolidated affilia

Minority interest

Gain on disposition of land and depreciable as

Reserve for accrued strai-line rent receivabl

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 stock and common 1
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.
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Six Months Ended June 30,

2003 2002
$ 12,70 $ 42,69¢
64,85¢ 57,66¢
844 647
1,38: 68C
89¢ 77C
(1,276) (5,039)
1,702 5,84¢
(2,515) (11,136
— 3,11(
9,57: 16,67(
(14,299 (14,227
73,87: 97,69
(56,44%) (63,26%)
30,63¢ 120,20(
7,06¢ 5,301
5,15¢ 11,08(
(38) (6,512)
(13,629 66,79¢
(60,817) (69,989
(15,426) (15,426)
407 4,821
(16,68%) (2,762)
129,50( 174,50
(91,500 (203,50()
2,19( 13,40:
(7,45¢) (55,979
1,541 4,05(
(58,24%) (150,87)
2,00¢ 13,61¢
11,017 57€
$ 13,02 $ 14,19
$ 59,11¢ $ 60,59
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows (Continued)
(Unaudited and $ in thousands)

Supplemental disclosure of non-cash investing anthfincing activities:

The following table summarizes the assets congitbbty the holders of Common Units in the Operaagnership, the assets acquired
subject to mortgage notes payable and other ndmtcassactions:

Six Months Ended June 30,

2003 2002
Assets:
Net real estate asst $ (2,759 $36,82¢
Cash and cash equivalel — 1,114
Accounts receivabl 1,77¢ 13¢
Notes receivabl 1,71¢ 50C
Investments in unconsolidated affilial 2,74¢ —
Deferred leasing cos — 99t
Deferred financing cos 17,81( —
$21,29: $39,57¢
Liabilities:
Mortgages and notes payal 17,81( 27,69¢
Accounts payable, accrued expenses and otheritied 3,48¢ 10,32:
$21,29: $38,01¢
Equity: $ — $ 1,557

See accompanying notes to consolidated finanassients.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2003
(Unaudited)

1. BAsIs oF P RESENTATION

The consolidated financial statements include tw@ants of Highwoods Properties, Inc. (the “Comgaand Highwoods Realty
Limited Partnership (the “Operating Partnershipijl aheir majority-controlled affiliates. All signdant intercompany balances and
transactions have been eliminated in the conselitifibancial 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 ineele 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 owns substhnéithiof the Company’s properties and is the grtirough which the Company, as the
sole general partner, conducts substantially atisadperations. Per share information is calcdlaising the weighted average number of
shares of Common Stock outstanding (including comstare 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 June 30, 2002 and Decenih&@0B2 financial statements included in this QerlytReport have been
reclassified to conform to the June 30, 2003 pitasiem. These reclassifications had no materi@afbn net income or stockholders’ equity
as previously reported in the Company’s auditedsobdated Financial Statements or Note 18 to tltited 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, allsitpents (consisting of normal
recurring accruals) necessary for a fair preseatadf our financial position, results of operati@ml cash flows have been made. We have
condensed or omitted certain notes and other irddam from the interim financial statements presdnh this Quarterly Report on Form 10-
Q. These financial statements should be read ijunotion with our 2002 Annual Report on Form 10-K.

Use of Estimates

The preparation of financial statements in accacdamith Generally Accepted Accounting PrincipleSfAP”) requires management
make estimates and assumptions that affect the roeported in the financial statements and acemyipg notes. Actual results could
differ from those estimates.

2. | NVESTMENTS IN U NCONSOLIDATED A FFILIATES

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 table sets forth information regamglithe Company’s joint venture activity as recordadhe respective joint venture’s
books for the six months ended June 30, 2003 a@d @Pin thousands):

8
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continue d

2. | NVESTMENTS IN U NCONSOLIDATED A FFILIATES —Continued

June 30, 2003 June 30, 2002
Net Net
Percent Revenu Operating Depr/ Income/ Revenut Operating Depr/ Income/
Owned Expenses Interest Amort  (Loss) Expenses Interest Amort (Loss)

Income Statement Data:

Board of Trade Investment Compa 49.0% $ 1,21t $ 791 $ 34$ 20C$ 19C $ 1,355 % 86E$ — $ 15¢% 327

Dallas County Partners 50.0(% 5,38( 2,757 1,38¢ 982 252 5,697 2,59¢  1,32¢  91E 862

Dallas County Partners || 50.0(% 3,12¢ 1,29¢  1,19C 411 22¢ 3,00¢ 1,30¢ 1,247 531 (76)

Fountain Thre 50.0(% 3,56: 1,514 1,141 79€ 111 3,351 1,25 1,02:  63€ 43¢

RRHWoods, LLC 50.0(% 6,94¢ 3,606 1,346 1,70¢ 291 6,80¢ 339 1,447 1,73¢ 23z

Kessinger/Hunter, LLC 26.5%(1) 2,921 2,39¢ — 331 20¢ 3,30¢ 2,48z — 337 487

4600 Madison Associates, | 12.5(% 2,84( 1,07¢ 59t 887 28C 2,591 1,002 617 817 154

Schweiz-Deutschland-USA DreilanderBeteiligung ObjekF

98/29-Walker Fink-KG 22.81% 9,67¢ 2,747 2,30:  1,72¢ 2,89t 10,50: 2,70: 2,33 1,681 3,77

Dreilande-Fonds 97/26 and 99/ 42.9% 8,10¢ 2,21 2,30: 2,007 1,58: 8,472 2,161 2,321 1,980 2,01(

Highwoods-Markel Associates, LLC 50.0(% 1,63¢ 861 55¢ 29¢ (82 1,58( 84¢ 481 264 (14)

MG-HIW, LLC 20.0%(2) 24,57 8,97t 4,64t 4,72¢ 6,22¢(3) 26,17 8,76(  542¢ 4,06¢ 7,917

MG-HIW Peachtree Corners lll, LLC 50.0(%(4) 17t 62 62 43 8 — 10 — 11 (21)

MG-HIW Rocky Point, LLC 50.0(% — — — — — 1,81: 55E 271 248 73¢

MG-HIW Metrowest I, LLC 50.00%(4) — 16 — — (16) — 13 — — (13)

MG-HIW Metrowest II, LLC 50.00%(4) 26€ 223 83 162 (202) 127 125 — 1¢  (117)

Concourse Center Associates, L 50.0(% 1,02¢ 26¢ 34€ 151 262 1,06t 26¢ 332 151 314

Plaza Colonnade, LLC 50.0(% 8 — — 2 6 — — — — —

SF-HIW Harborview, LP 20.0(% 2,80¢ 85C 701 432 822 — — — — —

Total $74,261 $ 29,65¢ $16,69: $14,861$ 13,05: $ 7584« $ 28,34¢ $16,82: $13,65:$ 17,01

(1) The Company decreased its ownership percentage3tod®% at June 30, 2002 to 26.50% at June 30,..

(2) On July 29, 2003, the Company acquired the asseismits partner’s 80.0% equity interests reldted5 properties encompassing 1.3
million square feet owned by MG-HIW, LLC in AtlantRaleigh and Tampa. Additionally, the Company éatered into an option
agreement to acquire Miller Global’'s 80.0% inteiiaghe remaining assets of MG-HIW, LLC locateddriando. (See Note 11 for
further discussion’

(3) Netincome excludes a $12.1 million impairment gleaat the partnership level of which the Comy's share is $2.4 million. (See Note
11 for further discussion). With the impairment & the joint venture had a net loss of $5,!

(4) On July 29, 2003, the Company entered into an ngt@yeement to acquire Miller Global's 50.0% ingefer $3.2 million in the

remaining assets encompassing 87,832 square fpetérty of MG-HIW Metrowest I, LLC and MG-HIW Metwest I, LLC and was
assigned Miller Global's 50.0% equity interestlie single property encompassing 53,896 squarevestd by MG-HIW Peachtree
Corners I, LLC.

3. RELATED P ARTY T RANSACTIONS

On July 16, 1999, the Company acquired from a échitability company (“Bluegrass”) controlled by arecutive officer and director

of the Company an option to purchase developmaut (202.5 acres) in a staged takedown in the Bas=g¥alley office development proj
for approximately $4.6 million in Common Units. @rtober 31, 2002, the Company exercised its ogtimhpurchased 30.6 acres of the
optioned property as part of the staged takedow4c6 million. In conjunction with the first stagé the takedown, the Company also
acquired from Bluegrass 23.5 acres of other devedoy land for $2.6 million.

9
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continue d

3. RELATED P ARTY T RANSACTIONS —Continued

On January 17, 2003, the Company acquired an addlt23.5 acres of the contracted land from Bluggfar $2.3 million. In May of
2003, 4.0 acres of the remaining 24.9 acres naayein down was taken by the local departmentaofsfportation to develop a roadway
interchange for consideration of $1.8 million. Tdepartment of transportation took possession dedofi the property in June 2003. As part
of the terms of the option contract between the gamy and Bluegrass, the Company is entitled tgptheeeds from the condemnation of
$1.8 million, less the contracted purchase prid¢evden the Company and Bluegrass for the condem mgzbpy of $737,348. At June 30,
2003, as a result of the condemnation, the Compasyecorded a receivable for the proceeds of#illi®n, a related party payable of
$737,348 to Bluegrass and a gain of $1.0 millidatesl to the condemnation of the development |@hése amounts are included in accounts
receivable and accounts payable, accrued expendegttzer liabilities in the Company’s ConsolidaBalance Sheets and gain on disposition
of land in the Company’s Consolidated Statementaaime.

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 aecrat a rate of LIBOR plus 200 basis points. Ehisstruction loan was repaid in full on J
29, 2003 when the Company was assigned its pastBOr0% equity interest in the single property emgassing 53,896 square feet owned by
MG-HIW Peachtree Corners lll, LLC.

4. DERIVATIVE F INANCIAL | NSTRUMENTS

Statement of Financial Accounting Standard (“SFAS6) 133, “Accounting for Derivative Instrumentsdadedging Activities,”
requires the Company to recognize all derivativeshe balance sheet at fair value. Derivatives dhainot hedges must be adjusted to fair
value through income. If the derivative is a hedigpending on the nature of the hedge, changée ifair value of the derivative will either
be offset against the change in fair value of théged assets, liabilities or firm commitments tigloearnings, or recognized in Accumulated
Other Comprehensive Loss (*“AOCL”") until the hedgfeth is recognized in earnings. The ineffectivetiporof a derivative’s change in fair
value is recognized in earnings.

The Company'’s interest rate risk management obgddito limit the impact of interest rate changasarnings and cash flows 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 mitigateterest 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 devivabntract, the Company designates the derivaivd) 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 clslv hedges, to the extent that the hedge is affecare 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 i@ For derivatives designated as fair value Bedghanges in the fair value of the
derivative and the hedged item related to the heédigk are recognized in current-period earnindgriges in the fair value of non-hedging
instruments are reported in current-period earnings

10
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continue d

4. DERIVATIVE F INANCIAL | NSTRUMENTS —Continued

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawdi$ risk-management
objective and strategy for undertaking various leetilgnsactions. This process includes linking ethdtives that are designated as cash flow
hedges to (1) specific assets and liabilities endhlance sheet or (2) forecasted transactionsCohgany also assesses and documents, botl
at the hedging instrumestinception and on an ongoing basis, whether thgat®res that are used in hedging transactionhayely 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 six months ended June 30, 2003, the @osnpntered into and terminated a treasury lockeagent to hedge the change in
the fair market value of the MandatOry Par Put Risetable Securities (“MOPPRS”) issued by the OjegaPartnership. This treasury lock
agreement was terminated for a payment of $1.5amitb the Company. This gain was offset by anease in the fair value of the MOPPRS
of $1.5 million, thus no gain or loss was recogdidering the six months ended June 30, 2003. ($¢e Hfor further discussion).

In addition, during the six months ended June 8032the Company entered into three interest o agreements related to an
anticipated fixed rate financing, which effectivétgked the LIBOR swap rate at 3.92%. These swapesgents are designated as cash flow
hedges and the effective portion of the cumulagi@® on these derivative instruments was $481,83urse 30, 2003 and is being reported as
a component of AOCL in stockholders’ equity. Thassounts will be recognized into earnings in theesaeriod or periods during which the
hedged transaction affects earnings. The Compawayeaitered into two interest rate swaps relatedftoating rate credit facility. The swaps
effectively fix the LIBOR rate on $20.0 million dibating rate debt at 0.99% from August 1, 2003aauary 1, 2004 and at 1.59% from
January 2, 2004 until May 31, 2005. These swapesgeats are designated as cash flow hedges antfebtve portion of the cumulative
loss on these derivative instruments was $(6,20.2)@e 30, 2003. The Company expects that theopoofi the cumulative gain recorded in
AOCL at June 30, 2003 associated with these dérevaistruments which will be recognized within thext 12 months will be approximate
$29,633.

At June 30, 2003, approximately $8.3 million ofeteéd financing costs from past cash flow hedgmsgruments 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 June 30, 2003 associated \wigkd derivative instruments, which will be recogdiwvithin the next 12 months, will be
approximately $1.9 million.

5. O THER C OMPREHENSIVE | NCOME

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 Six Months Ended
June 30, June 30,
2003 2002 2003 2002
Net income $10,12( $27,75( $21,29: $54,62:
Unrealized gains on cash flow and fair value hec 475 207 475 411
Amortization of past hedge 461 38¢€ 89¢ 77C
93€ 59¢ 1,37: 1,181

$11,05¢ $28,34: $22,66¢ $55,80:
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continue d

6. DISCONTINUED O PERATIONS AND THE | MPAIRMENT OF L ONG - LIVED A SSETS

In October 2001, the FASB issued SFAS No. 144, tArtting for the Impairment or Disposal of Long-LivAssets” (“SFAS 144").
SFAS 144 supercedes SFAS No. 121, “Accountingifertnpairment of Long-Lived Assets and for Long#dvAssets To Be Disposed Of”
and the accounting and reporting provisions fopalsls of a segment of a business as addressdeBr88, “Reporting the Results of
Operations-Reporting the Effects of the Disposal 8egment of a Business, and Extraordinary, Urnasubinfrequently Occurring Events
and Transactions.” SFAS 144 is effective as of dan, 2002 and extends the reporting requirem&dsscontinued operations to include
those long-lived assets which:

(1) are classified as held for sale at June 30, 20@Brasult of disposal activities that were initthtribsequent to January 1, 200:
(2) were sold during 2002 and 2003 as a result of despactivities that were initiated subsequent tmuday 1, 2002

Per SFAS 144, those lordiged assets which were sold during 2002 and reditiom disposal activities initiated prior to Janu1, 200:
should be accounted for in accordance with SFASarilAPB 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 apprgbyiancluded in the gain on disposition of
depreciable assets in the Company’s consolidagtdmnsents of income.

The table below sets forth the net operating resuit net carrying value of 2.3 million square fefgiroperty and four apartment units
sold during 2002 and 2003 and 3.1 million squae & property, 88 apartment units and 115.0 aofesvenue-producing land held for sale
at June 30, 2003. These were a result of disposialtees that were initiated subsequent to theetffie date of SFAS 144 and are classified as
discontinued operations in the Company’s consdidiatatements of income ($ in thousands):

Three Months Ended Six Months Ended
June 30, June 30,

2003 2002 2003 2002
Total revenue $ 6,49 $ 11,58¢ $ 13,46. $ 23,82
Rental operating expens 1,43¢ 3,14¢ 3,032 6,29:
Depreciation and amortizatic 36¢ 2,61: 1,21¢ 5,26¢
Interest expens 42¢ 43C 857 86C
Income before gain on sale of discontinued opematand minority intere: 4,25 5,39¢ 8,35: 11,40:
Minority interest in income from discontinued optgzas (47¢€) (631) (943) (1,369
Income from discontinued operations, net of miryorteresi 3,781 4,76¢ 7,41(C 10,03¢
Gain on sale of discontinued operatit 1,51¢ 2,13¢ 1,32 2,13¢
Minority interest in gain on sale of discontinugakeations (170 (250 (14¢) (250
Gain on sale of discontinued operations, net ofomitiy interest 1,34 1,88¢ 1,17¢ 1,88¢
Total discontinued operatiol $ 512¢ $ 6,65/ $ 8,588 $ 11,92«
Net carrying valut $168,21¢ $342,820 $168,21¢ $342,82!

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 June 30, 2003, becthese were no properties held for sale with a éagryalue greater than their fair value less
cost to sell, no impairment loss was recognizeéhduhe six months ended June 30, 2003.

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 June 30, 2003, because theremwegpeoperties with a carrying value exceedingsiiv of their undiscounted future cash
flows, no impairment loss was recognized duringdixenonths ended June 30, 2003.
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7. ADOPTION OF N EW A CCOUNTING P RONOUNCEMENTS

In June 2001, the FASB issued Statement No. 14dsiti2ss Combinations” (“SFAS 141"), which providieat all business
combinations in the scope of the Statement are @cbounted for under the purchase method. SFASetitldres companies to account for
the value of in-place operating leases as favorabiamfavorable relative to market rents and taaat for the costs of acquiring such leases
separately from the value of the real estate fax@uisitions. These intangibles are to be amedtizver the related contractual lease terms as
an increase to or reduction of rental revenuesirigu2003, in accordance with the guidance of SFAS the Company valued in-place leases
of the property at the date of acquisition. Assuteof an acquisition on January 21, 2003, the @amy recorded $472,080 of the purchase
price as net intangible leases. This amount isided in other assets in the accompanying consetidadlance sheets. In addition, during the
six months ended June 30, 2003, the Company hagnized $86,214 in amortization of the net intafeglbases. This amount was deducted
from rental revenues in the Company’s consolidatatement of income.

In November 2002, the FASB issued Interpretation 5 “Guarantor’'s Accounting and Disclosure Reguients for Guarantees,
Including Indirect Guarantees of Indebtedness oe@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@tdair value, which is different from
prior practice, under which a liability was recoddmnly when a loss was probable and reasonabiyalste. In general, the change applies to
contracts or indemnification agreements that caetirlly require the Company to make payments toagaaguieed thirgparty based on chang
in an underlying asset, liability, or equity setyinf the guaranteed party. In accordance with #\the Company has included $1.9 million
in other liabilities and adjusted the investmentirtonsolidated affiliates by $1.9 million on iensolidated balance sheet at June 30, 2003
related to two separate guarantees of a construlctém agreement and a construction completioneageeat entered into by the Plaza
Colonnade LLC joint venture, in which the Compasyi50.0% owner. (See Note 10 for further discugsio

In December 2002, the FASB issued Statement Nqg."P8ounting for Stock-Based Compensation—Trapsitand
Disclosure” (“SFAS 148"), which amends FASB No. 128ccounting for Stock-Based Compensation,” toyyde alternative methods of
transition for a voluntary change to the fair vahased method of accounting for stock-based emplogenpensation. In addition, the
statement amends the disclosure requirements tErs¢at No. 123 to require prominent disclosurdsath annual and interim financial
statements related to the method of accountingtfmk-based employee compensation and the effébeahethod used on reported results.
The standard is effective for financial statemésgsed for fiscal years beginning after DecemberR082. On January 1, 2003, the Company
adopted the fair value recognition provision praspely for all awards granted after January 1,200nder this provision, total
compensation expense related to stock optionstésrdaned using the fair value of the stock optionghe date of grant and is recognized
straightline basis over the option vesting period. PrioR®®3, the Company accounted for stock options wihite plan under the guidance
APB Option 25 “Accounting for Stock Issued to Emy#es and Related Interpretations.”

In accordance with SFAS 148, the Company has iedud general and administrative expenses in isalidated statement of income,
$25,748 of amortization related to the vestingto€k options granted during the six months ende B0, 2003. In addition, the Company
has included in stockholders’ equity in its condated balance sheet at June 30, 2003 the totalyahre of $308,985. See below for the
amounts that would have been deducted from netriedbthe Company had elected to expense the &hirevof all stock option awards that
had vested rather than those awards issued sulmgaquianuary 1, 2003:
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7. ApoPTION OF N EW A CCOUNTING P RONOUNCEMENTS —Continued

Three Months Ended Six Months Ended
June 30, June 30,

2003 2002 2003 2002

(% in thousands,except per share amounts)

Net income, as reporte $10,12(C $27,75( $21,29. $54,62:
Add: Stock option expense included in reportedimeame 19 — 25 —
Deduct: Total stock option expense determined ufadevalue recognition method for all
awards (19¢) (2179) (360 (439
Pro forma net incom $ 9,94 $27,53: $20,957 $54,18¢
Basic net income per common sl—as reportes $ 00t $ 037 $ 011 $ 0.7¢
Basic net income per common st—pro forma $ 004 $ 037 $ 01C $ O.7¢
Diluted net income per common sk—as reporte: $ 00t $ 037 $ 011 $ O.7¢
Diluted net income per common sk—pro forma $ 004 $ 037 $ 01C $ O0.72

In January 2003, the FASB issued Interpretation46a(“FIN 46”), “Consolidation of Variable IntereEntities” (“VIES”), the primary
objective of which is to provide guidance on thentification of entities for which control is ackedl through means other than voting rights
and to determine when and which business enterghiseld consolidate the VIEs. This new model agpliben either (1) the equity investors
(if any) do not have a controlling financial intster (2) the equity investment at risk is insuéit to finance that entity’s activities without
additional financial support. In addition, FIN 4&quires additional disclosures. For the Compamyerests in VIEs owned at January 31,
2003, FIN 46 will be effective July 1, 2003. FIN #6n effect for interests in VIEs acquired suhseat to January 31, 2003. The Company is
assessing the impact of this interpretation oadtounting for investments in unconsolidated jeantures owned at January 31, 2003.

In April 2003, the FASB issued Statement No. 149ntndment of Statement 133 on Derivative Instrumanid Hedging
Activities” (“SFAS 149"). SFAS 149 amends and di@s accounting for derivative instruments, inchglcertain derivative instruments
embedded in other contracts, and for hedging déiesvunder Statement 133. SFAS 149 is effectivednitracts entered into or modified after
June 30, 2003, with some exceptions, and for hedgilationships designated after June 30, 2003 glildance should be applied
prospectively. The provisions of SFAS 149 do noteha material impact on the Company’s financialditon or results of operations.

In May 2003, the FASB issued Statement No. 150 ctmting for Certain Financial Instruments with @weristics of both Liabilities
and Equity” (“SFAS 150"). SFAS 150 establishes dtads on the classification and measurement ddiogiinancial instruments with
characteristics of both liabilities and equityrdtjuires that an issuer classify a financial imsteat that is within its scope as a liability (or an
asset in some circumstances). This Statementastafé for financial instruments entered into ordified after May 31, 2003, and otherwise
is effective July 1, 2003. It is to be implemenbgdreporting the cumulative effect of a changeriraacounting principle for financial
instruments created before the issuance dateoSthatement and still existing at the beginninthefinterim period of adoption. The
Company is assessing the impact of SFAS 150 dim#acial condition and results of operations.

8. SEGMENT | NFORMATION

The sole business of the Company is the acquisitiemelopment and operation of rental real estaipeasties. The Company operates
office, industrial and retail properties and apamtunits. There are no material inter-segmensaetions.
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8. SEGMENT | NFORMATION —Continued

The Company’s chief operating officer assessesnagmbures operating results based upon propertyreteperating income. The
operating results for the individual assets withath property type have been aggregated sincénitbieoperating officer evaluates operating
results and allocates resources on a property-tyyepty basis within the various property types.

The accounting policies of the segments are theesenthose of the Company. Further, all operatio@svithin the United States and
customer comprises more than 10% of consolidatezhrees. The following table summarizes the rematnue and net operating income for
the three and six months ended June 30, 2003 @RI&@ total assets at June 30, 2003 and 2002a¢brreportable segment ($ in
thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2003 2002 2003 2002
Rental Revenue (1)
Office segmen $ 86,04¢ $ 89,46! $173,22 $184,20°
Industrial segmer 9,07¢ 8,68( 17,331 17,07:
Retail segmer 10,19¢ 9,43 20,38¢ 19,26:
Apartment segmet 33¢ 28< 68€ 56€
Total Rental Revenue $105,65¢ $107,86: $211,62¢ $221,10¢
Net Operating Income (1):
Office segmen $ 54,29¢ $ 60,17¢ $109,87. $124,17(
Industrial segmer 7,20C 6,982 13,57¢ 13,83(
Retail segmer 7,15¢ 6,331 14,37¢ 13,12
Apartment segmet 13¢ 12¢ 28< 254
Total Net Operating Income $ 68,78¢ $ 73,61f $138,10! $151,37!
Reconciliation to income before gain on dispositionf land and depreciable assets,
minority interest, and discontinued operations:
Depreciation and amortizatic $(32,41) $(28,957) $(64,85¢) $(57,66€)
Interest expens (28,579 (27,029 (56,879 (52,97)
General and administrative expen (6,524 (9,047 (11,86%) (14,407
Interest and other incon 3,22¢ 2,69t 6,11¢ 6,03
Equity in (loss)/earnings of unconsolidated afféis (485) 2,47¢ 1,27¢ 5,03¢
Income before gain on disposition of land and depable assets, minority
interest and discontinued operations $ 4,01t $ 13,75¢ $ 11,89« $ 37,407
June 30,
2003 2002
Total Assets:
Office segmen $2,527,511  $2,805,58!
Industrial segmer 343,64¢ 328,32(
Retail segmer 290,73: 249,79
Apartment segmet 13,91 11,74
Corporate and oth¢ 186,23 170,32.
Total Assets $3,362,03. $3,565,76!

(1) Net of discontinued operatior
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9. SECURED N OTE

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 interesofd@e835% from the date of issuance through Jan8ay2003. On January 31, 2003, the
interest rate was changed to 8.975% pursuant tmtéeest rate reset provisions of the MOPPRS. &rtrary 3, 2003, the Operating
Partnership repurchased 100.0% of the principaluainof the MOPPRS from the sole holder thereofkichange for a secured note in the
principal amount of $142.8 million. The securedenbéars interest at a fixed rate of 6.03% and tmatarity date of February 28, 2013.

10. CoMMITMENTS AND C ONTINGENCIES
Joint Ventures

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 venturesiigir1999, 2000 and 2002. As of June 30,
2003, the Company has $16.5 million accrued foigalibns related to these agreements. The Compaligvbs that its estimates related to
these agreements are adequate. However, if theimgtions and estimates prove to be incorrectdutgses may occur.

In accordance with FIN 45, the Company has inclube® million in other liabilities and adjusted tineestment in unconsolidated
affiliates by $1.9 million on its consolidated bate sheet at June 30, 2003 related to two sepguwatantees of a construction loan agreement
and a construction completion agreement entereciynthe Plaza Colonnade LLC joint venture, in vialitise Company is a 50.0% owner. -
term of the construction loan agreement is Febr@@fa through February 2006, with two one-yearan#ito extend the maturity date that
are conditional on completion and lease-up of tlogept. The term of the construction completionesgnent requires the core and shell of the
building to be completed by December 15, 2005. Bptarantees arose from the formation of the joémtture to construct an office building.

If the joint venture was unable to repay the oulditag balance under the construction loan agreeoreztmplete the construction of the
office building, the Company would be required, e@nthe terms of the agreements, to repay the owulistg balance under the construction
loan and complete the construction of the officéding. The maximum potential amount of future pants by the Company under these
agreements is $34.9 millian

In addition, the Company has guaranteed its 80.8éther in MG-HIW, LLC joint venture, Miller Globag minimum internal rate of
return on $50.0 million of their equity investmémthe joint venture’s Orlando assets.

Certain properties owned in joint ventures withffiiated parties have buy/sell options that mayeercised to acquire the other
partner’s interest by either the Company or itatj@enture partner if certain conditions are mesetsforth in the respective joint venture
agreement. The Company’s partner in SF-HIW HarlgavyiLP has the right to put its 80.0% equity ins¢iia the partnership to the Company
in cash at anytime during the one-year period conuing on September 11, 2014. The value of the gautiérest will be determined based
upon the then fair market value of SF-HIW Harbonyi& P assets and liabilities.

Dispositions

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 June 30, 2003 is $1&illion. Because of this guarantee, in
accordance with GAAP, the Company deferred the gaapproximately $6.9 million, which will be recoiged when the contingency period
is concluded.
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10. CoMMITMENTS AND C ONTINGENCIES —Continued
Litigation
The Company is party to a variety of legal procegdiarising in the ordinary course of its busin@g® Company believes that it is

adequately covered by insurance. Accordingly, nafreuch proceedings are expected to have a masetvarse effect on the Company’s
business, financial condition and results of openst

11. SUBSEQUENT E VENTS
Acquisition of Joint Venture Assets and Equity Inteests

On July 29, 2003, the Company acquired the asséf®its partner's 80.0% equity interest related% properties encompassing 1.3
million square feet owned by MG-HIW, LLC. The profies are located in Atlanta, the Research Triaagkk Tampa and were 80.0% leased
as of June 30, 2003. At the closing of the transacthe Company paid Miller Global $28.1 milliaepaid $41.4 million of debt related to 1
properties and assumed $64.7 million of debt. Téwesaction implies a valuation (100.0% ownership}tie assets of $138.3 million and
other net assets of approximately $2.9 million.

Additionally, the Company has entered into an apgreement to acquire Miller Global's 80.0% instia the remaining assets of MG-
HIW, LLC for between $62.5 to $65.0 million depemglion the closing date and the distributions fro@-MIW, LLC prior to closing. The
remaining assets of MG-HIW, LLC are five propertigeompassing 1.3 million square feet located éncééntral business district of Orlando.
The properties were 83.0% leased as of June 3@, &8 are encumbered by $132.8 million of debtJ@y 29, 2003, the Company entered
into a letter of credit in the amount of $7.5 naifliin favor of Miller Global which can be drawn Miller Global in the event the Company
does not exercise the option by March 24, 2004.

The following unaudited pro forma information haseh prepared assuming the acquisition of the MG-HIWC properties described
above occurred January 1, 2002 (in thousands, epeeshare amounts):

Pro Forma for the
Six Months Ended

June 30, 200 June 30, 200

Total revenue $ 255,28. $ 278,27!
Net income $ 26,43¢ $ 58,977
Net income per sha—basic $ 021 $ 0.8z
Net income per sha—diluted $ 021 % 0.81

The pro forma information is not necessarily intiigaof what the Company’s results of operationsilddave been if the transaction
had occurred at the beginning of the period presemtdditionally, the pro forma information doed parport to be indicative of the
Company’s results of operations for future periods.

For the three months ended June 30, 2003, an impatrcharge of $12.1 million was recorded by the-Mi®/, LLC joint venture for
assets being classified as held for sale relatétetacquisition by the Company of these asses.Cdmpany’s share of this charge of $2.4
million reduced the Company’s equity in earningsinfonsolidated affiliates for the same period.
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11. SuBSEQUENT E VENTS —Continued

Amendment of Revolving Loan

On July 17, 2003, the Company amended and restateristing revolving loan. The amended and rest&250.0 million revolving
loan (the “Revolving Loan”) is from a group of teamder banks, matures in July 2006 and replace€dingpany’s previous $300.0 million
revolving loan. The Revolving Loan carries an iegtrrate based upon the Company’s senior unsectedi ratings. As a result, interest
currently accrues on borrowings under the Revolviogn at an average rate of LIBOR plus 105 basistporl he terms of the Revolving
Loan require the Company to pay an annual fadiéigyequal to .25% of the aggregate amount of the@Rimg Loan and require compliance
with certain financial covenants. Had the Revohiroggin been in place at June 30, 2003, the Compamnydiave been in compliance with
covenants.
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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 statemasftthe 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 thargedusiness.” 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
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 competiiarsur existing markets could result in an exoessupply of office, industrial
and retail properties relative to customer dem

» the financial condition of our customers could derate;

” o« ” o ”ou ”ou

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

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

* an unexpected increase in interest rates woul@&ser our debt service costs;

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

e our southeastern and midwestern markets may sadftitional 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 notaogundue reliance on forward-looking statements.uvtlertake no obligation to
publicly release the results of any revisions &sthforward-looking statements that may be madeflect 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 and completed its initial
public offering in 1994. Today, we are one of thggkst owners and operators of suburban officeisitn@l and retail properties in the
southeastern and midwestern United States. At 30n2003, we:

» owned 486 in-service office, industrial and repaibperties, encompassing approximately 36.8 miltemtable square feet;

« owned an interest (50.0% or less) in 78 in-sereffiee and industrial properties, encompassing axiprately 7.8 million rentable
square feet, and 418 apartment ur

* owned 1,360 acres of undeveloped land suitabléufare development; and

« are developing an additional four properties, whidgthencompass approximately 485,000 rentable sgfeet (including one
property encompassing 285,000 rentable squardéhaetve are developing with a 50.0% joint ventuaieter).
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The Company conducts substantially all of its atifig through, and substantially all of its intéseis the properties are held directly or
indirectly by, the Operating Partnership. The Comypia the sole general partner of the Operatingneship. At June 30, 2003, the Comp:
owned 88.8% of the Common Units in the Operatingriéaship.

Property Information

The following table sets forth certain informatieith respect to our wholly owned in-service andelepment properties (excluding
apartment units) as of June 30, 2003 and 2002:

June 30, 2003 June 30, 2002
Percent Percent
Rentable Leased/ Rentable Leased/
Square Feet Pre-Leasec Square Feet Pre-Leasec
In-Service:
Office 25,052,00 80.5%  25,787,00 86.7%
Industrial 10,243,00 88.7% 10,468,00 83.5%
Retail (1) 1,527,001 96.8% 1,651,001 95.€%
Total 36,822,00 83.2% 37,906,00 86.2%
Development:
Completed—Not Stabilized
Office 140,00( 30.(% 735,00( 28.7%
Industrial 60,00( 50.(% 136,00( 29.(%
Retail — — 20,00( 90.(%
Total 200,00 36.(% 891,00( 30.1%
In Process
Office — — 201,00( 70.1%
Industrial — — 60,00( —
Total — — 261,00( 54.(%
Total:
Office 25,192,00 26,723,00
Industrial 10,303,00 10,664,00
Retail 1,527,001 1,671,001
Total 37,022,00 39,058,000
(1) Excludes basement space of 527,000 square
The following summarizes our capital recycling piag since the beginning of 2002:
Six Months
Ended Year Ended
June 30, 200 2002
Office, Industrial and Retail Properties
(rentable square feet in thousar
Dispositions (342) (2,270
Developments Placed-Service 131 2,21¢
Redevelopment (14%) (52
Acquisitions 66 —
Net Change (290 (10¢)

20



Table of Contents

Customer Diversification

The following table sets forth information concegithe 20 largest customers of our wholly-ownedprties as of June 30, 2003 ($ in
thousands):

Percent of Total Average

Number Rental Annualized Annualized Remaining Leas
Customers of Lease! Square Fee Rental Revenue (1  Rental Revenue (1 Term in Years
Federal Governmel 58 607,02t $ 12,47¢ 2.9€% 5.2
AT&T 8 617,47 11,64¢ 2.71 4.4
PricewaterhouseCoope 6 297,79¢ 6,87¢ 1.6: 6.8
State of Georgi 9 349,69( 6,64( 1.5¢ 5.7
Capital One Service 6 361,96¢ 6,39( 1.52 5.4
Sara Lee 10 1,230,53. 4,591 1.0¢ 2.C
IBM 7 215,73 4,56¢€ 1.0¢ 2.2
Bell South 9 176,96( 3,70¢ 0.8¢ 1.C
Northern Telecon 1 246,00( 3,651 0.87 4.7
Volvo 7 264,71 3,30¢ 0.7¢ 5.9
US Airways 5 295,04¢ 3,21¢ 0.7¢ 4.t
Lockton Companie 1 127,48! 3,15¢ 0.7t 11.7
Business Telecor 5 147,37¢ 2,94k 0.7¢ 1.9
Bank of Americe 22 145,66¢ 2,94: 0.7¢ 3.8
Hartford Insuranci 6 134,02: 2,91¢ 0.6¢ 2.8
WorldCom and Affiliates 14 145,06 2,86¢ 0.6¢ 2.8
T-Mobile USA 3 120,56 2,791 0.6€ 3.C
BB&T 8 241,07! 2,61¢ 0.62 7.5
Ikon 7 181,36 2,45¢ 0.5¢ 4.4
Carlton Fields 2 95,77: 2,42¢ 0.5¢ 1.C
Total 194 6,001,33: $ 92,19¢ 21.8t% 4.€

(1) Annualized Rental Revenue is June 2003 rental tev@pase rent plus operating expense-throughs) multiplied by 12

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 affiliaté-or further discussion of our accounting poticd8th respect to our investments in
unconsolidated affiliates, see “Investments in thgientures.” The preparation of financial staterséntconformity with GAAP requires us to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and thdabsice of contingent assets and liabilitie
the date of the financial statements and the redamounts of revenues and expenses for the negqiriod. Actual results could differ frc
our estimates.

The estimates used in the preparation of our Cateteld Financial Statements are described in Néteolr Consolidated Financial
Statements for the six months ended June 30, 2@8ever, certain of our significant accounting pas are considered critical accounting
policies due to the increased level of assumptitsesl or estimates made in determining their impaaur Consolidated Financial
Statements. Management has reviewed our criticauatting policies and estimates with the audit cate® of our Board of Directors and
our independent auditors.

We consider our critical accounting policies tothese used in the determination of the reportedusmsoand 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 ckssifi long-lived assets held for sale or as lomgH
assets to be held and used. In accordance witer&¢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 amounfair value less cost to sell. 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, we periodically review these assets to détermhether our carrying amount will be recovenehf their undiscounted future operating
cash flows and we recognize an impairment losheéektent we believe the carrying amount is natverable. Our estimates of the
undiscounted future operating cash flows expeaidgbtgenerated are based on a number of assumgiairese subject to economic and
market uncertainties including, among others, dehianspace, 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 impairthanalysis may not be achieved and we may bearegebio recognize future impairment
losses on our properties.

Allowance for doubtful accounts.Accounts receivable are reduced by an allowancarfaunts 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 qualitywfaustomers, delinquent payments, historical e current economic conditions. Actual
results may differ from these estimates under @iffeassumptions or conditions. If our assumptregsrding 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 the developmenit@mstruction of real estate assets and the lgasgiproperties are
included in net real estate assets and are statedtain the consolidated balance sheets. The@@went and construction expenditures
include pre-construction costs essential to theeldgyment of properties, development and constroatasts, interest costs, real estate taxes,
salaries and other costs incurred during the pexiattvelopment. The leasing expenditures includgemeral and administrative costs,
including salaries incurred in connection with sgsfully securing leases on the properties. Estichetsts related to unsuccessful leases are
expensed as incurred. If the Compangssumptions regarding the successful effort&eéldpment, construction and leasing are incortke
resulting adjustments 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. Chau
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 conventi
and techniques such as discounted cash flow asabysiion pricing modes, replacement cost and tetitn cost are used to determine fair
value. All methods of assessing fair value resuli 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 reaarice and other recoverable costs,
parking and other income and termination fees whitdite to specific customers, each of whom hag pég¢e to terminate its lease obligation
before the end of the contracted term on the lease.
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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, actualamts 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 June 30, 2003, our investments in unconstdiaffiliates consisted 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 theséitees. 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 companieslaunder the terms of the various operating agestsndo not have any participating rigl
We have a 50.0% or less ownership interest in tieensolidated limited partnerships and generahpaships. 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 unconstdidaffiliates over the life of the property,
which is generally 40 years.

From time to time, we contribute real estate agsets 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 coirtipinterest in the unconsolidated joint venture.

Results of Operations
Known Trends

We expect net income and funds from operationgtimer in the second half of 2003 as comparetie¢second half of 2002 due to
following factors:

* lower occupancy;

» lower first year cash rents;

» additional asset sales;

» the bankruptcies of WorldCom and US Airways in 20&x2d

» general economic conditions in each of our prinmagrkets.

During the remainder of 2003, we expect occupaadyetiower than in the second half of 2002 prinyatile to the leases rejected by
WorldCom and US Airways and the general declinemmployment rates in our markets which has leddeaease in the demand for office
and industrial space. During the last six month2Qtf3, the leases on approximately 3.2 millionablg square feet of space, or 10.3% of our
portfolio, will expire. This square footage repnetseapproximately 10.0% of our annualized revemu20i03. As of June 30, 2003,

approximately 42.9% of this space had been re-tedsm@ the first six months of 2003, we have leaaédnillion square feet, 76.5% with
existing customers and 23.5% with new customers.
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The following table sets forth scheduled leaseratipins at our wholly-owned in-service propertiséJune 30, 2003, assuming no
customer exercises renewal options.

Percentage of Average

Leased Annual APner:S:R;gc];
Square Footage Annualized Rental Rate Rental Revenut
S(?L?;:gtl):lget Represented by Renial Revenu sziﬁ%?re Represented b
N“ergsés()f SEqugﬁ;ﬁéo Expiring Leases Under Expiring Expirations Expiring
Lease Expiring Expiring Leases Leases (1) Leases
($ in thousands
Remainder of 2003 (- 48¢€ 3,184,12. 10.2% $ 42,90: $ 13.47 10.(%
2004 64t 5,434,65! 17.¢ 60,657 11.1¢ 14.1
2005 69:< 4,888,64. 15.¢ 69,99t 14.32 16.5
2006 504 4,034,50. 13.1 60,96: 15.11 14.2
2007 317 3,582,98 11.€ 38,38¢ 10.71 8.¢
2008 26€ 3,123,68! 10.1 43,76¢ 14.01 10.z
2009 93 2,065,45: 6.7 33,85! 16.3¢ 7.9
2010 73 1,147,54. 3.7 22,69 19.7¢ 5.3
2011 61 1,046,23 3.4 21,38¢ 20.4¢ 5.C
2012 48 833,09! 2.7 14,53¢ 17.4% 3.4
Thereafte 161 1,448,01 4.7 20,16¢ 13.9¢ 4.7
3,341 30,788,94 100.% $ 429,30« $ 13.9¢ 100.(%

(1) Annualized Rental Revenue is June 2003 rental tev@ipase rent plus operating expense-throughs) multiplied by 1
(2) Includes 646,000 square feet of leases that aeemanth to month basis or 1.3% of total annualizzenue

We do not anticipate that positive employment gtowill lead to a corresponding increase in demamaffice space during the last six
months of 2003. Improving employment in our markeilsnot necessarily result in positive space apson because of the significant
amount of under-utilized space and space avaifablsublease in our markets. Customers have irgticttat they are, for the most part,
unwilling to commit to space expansion plans utigly have a better sense of the stability of tlmemic recovery in the U.S. and abroad.

During the remainder of 2003, we expect to contiouecapital recycling program of selectively dispmy of non-core properties or
other properties the sale of which can generatactitte returns. See “Liquidity and Capital Resasre-Capital Recycling Program.”
Although we intend to use the net proceeds froretatispositions to repay debt and repurchase Con8tark, any net decrease in our
property portfolio generally tends to result in Enwnet income. In addition, the majority of assetisl or held for sale generally have
occupancy levels above the average occupancy dbtalrportfolio and, as a result, the sale of ghassets may lower the overall occupancy
rate of our portfolio.

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 December 8022WorldCom rejected two leases encompassindBi%quare feet with annualized
revenue of approximately $14.9 million. In additi@ffective May 1, 2003, WorldCom rejected an addal lease encompassing 21,806
square feet with annualized revenue of approxima&@l1,000.

We have filed claims in connection with the rejeldisases in the amount of $21.5 million. Actual amis to be received in satisfaction
of these claims will be subject to WorldCom’s apge@ plan of reorganization and the availabilityfwrfds to pay creditors.

On August 11, 2002, US Airways filed a voluntaryifien with the United States Bankruptcy Court segkelief under Chapter 11 of
the United States Bankruptcy Code. We enteredantagreement with US Airways that was approvechbyUnited States Bankruptcy Court
on February 21, 2003, whereby they will continuéetise 293,007 square feet. Additionally, we hayreed to a $600,000 reduction in anr
rent on one lease, encompassing 81,220 squararfdetxpiring on December 31, 2007, for the remgitémm of the lease.
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We cannot provide any assurance that we will be tibte-lease rejected space quickly or on as édlerterms.

Three and Six Months Ended June 30, 2003

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 June 30, 2003 and met
certain conditions as stipulated by Financial Actowg Standards Board Statement No. 144, “Accogyfiom the Impairment and Disposal of
Long-Lived Assets” (“SFAS 144"). Accordingly, progies sold during 2002 that did not meet certainditions as stipulated by SFAS 144
were not reclassified to discontinued operations.

The following table sets forth information regamgliour results of operations for the three and sixtins ended June 30, 2003 and 2002
($ in millions):

Six Months Endec
Three Months Ended

June 30, June 30,
2003 2002  $Change 2003 2002  $ Change
Rental revenue $105.7 $107.¢ $ (2.2)$211.€ $221.1% (9.9
Operating expenses
Rental propert 36.¢ 34.: 2.€ 735 69.7 3.8
Depreciation and amortizatic 32.4 29.C 34 64.t 57.7 7.1
Interest expenst
Contractua 27.¢ 26.€ 1.C 55& 5B2: 3.2
Amortization of deferred financing cos 0.8 0.2 0.t 14 0.7 0.7
28.€ 27.1 1.5 56.¢ 53.C 3.6
General and administrative (includes $3,514 an@d®Bof nonrecurring
compensation expense in the three and six monthiagedune 30, 2002,
respectively’ 6.5 9.C (2.5) 11¢ 14/ (2.5
Total operating expens 104.¢ 99.4 5.C 207.1 194.t 12.2
Other income:
Interest and other incon 3.2 2.7 0.t 6.1 6.C 0.1
Equity in (loss)/earnings of unconsolidated afféis (0.5) 2.5 3.0 13 5.C (3.7
2.7 5.2 25 74 11.C (3.€)
Income before gain on disposition of land and deiplde assets,
minority interest and discontinued operati 4.C 13.7 (9.7 11¢ 37. (25.9)
Gain on disposition of lan 1.4 6.C (4€) 2.3 5.8 (3.5
Gain on disposition of depreciable as: 0.2 4.2 4.0 0.2 5.4 (5.2
Income before minority interest and discontinuedragions 5.€ 23.¢ (18.9) 14.4 48.F (34.7
Minority interest (0.6) (2.€ 22 (1.7 (5.9 4.1
Income from continuing operatiol 5.C 21.C (16.00 12.7 42. (30.0
Discontinued operations:
Income from discontinued operations, net of miryoriteresi 3.8 4.8 a0 74 10«C (2.6)
Gain on sale of discontinued operations, net ofomitiy interest 1.3 1.¢ (0.) 1.2 1.6 (0.7)
5.1 6.7 (1.6) 86 11.¢ (3.9
Net income 10.1 27.7 (17.€) 21.2 b54.€ (33.9
Dividends on preferred shar (7.7) (7.7) 0.C (1549 (159 0.C
Net income available for common stockhold $ 24 $20(% (176% 59%39.2% (33.9

Three Months Ended June 30, 2003Rental revenue from continuing operations decre&2e2i million, or 2.0%, from $107.9 million
for the three months ended June 30, 2002 to $1@8lidn for the three months ended June 30, 200® decrease was primarily a result of a
decrease in average occupancy rates from 86.4%ddhree months ended June 30, 2002 to 82.4%éahtee months ended June 30, 2003
and the bankruptcies of WorldCom and US AirwaysicWwhesulted in a 2.6% decrease in average occypates and a $4.3 million decrease
in rental revenue for the three months ended JOn2@3. In addition, during 2002 and the six merghded June 30, 2003, approxima



2.3 million square feet of development propertieserplaced in-service which have leasgdslower than expected and, as a result,
decreased average occupancy rates by 1.2%. These
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decreases were offset by the write-off of $3.1liomllof straight-line rent attributable to the Wdleim bankruptcy for the three months ended
June 30, 2002 and an increase in lease terminf@snof $273,397 from the three months ended JOn20®2 to the three months ended June
30, 2003.

Same property rental revenue, generated from therBdlion square feet of 464 wholly-owned in-seeviproperties on January 1, 2002,
decreased $2.2 million, or 2.0 %, for the three theended June 30, 2003 compared to the three mentted June 30, 2002. This decrea
primarily a result of lower same property averageupancy, which decreased from 88.2% in 2002 t6%4n 2003, and the bankruptcies of
WorldCom and US Airways. These bankruptcies redutiea 2.4% decrease in same property average aocypates and a $1.2 million
decrease in same property rental revenue for tiee thonths ended June 30, 2003.

During the three months ended June 30, 2003, 2Gfhdeageneration leases representing 1.7 milliomsgfeet of office, industrial and
retail space were executed. This was 6.7% lowar thase of expired leases on an average rate paresépot. In addition, on a straight-line
rent comparison basis, the average rate per sfpairever the lease term for leases executed ithite® months ended June 30, 2003 was
0.4% higher than the rent paid by previous custemer

Rental operating expenses from continuing operat{oral estate taxes, utilities, insurance, reaicsmaintenance and other property-
related expenses) increased $2.6 million, or 768m $34.3 million for the three months ended J&Be2002 to $36.9 million for the three
months ended June 30, 2003. The increase waslaakBicreases in repairs and maintenance andiodiked operating expenses that do not
vary with net changes in our occupancy percentagaddition, we placed 2.3 million square feet effelopment properties in-service during
2002 and 2003 which resulted in an increase irat@qerating expenses from continuing operations.

Rental operating expenses as a percentage of remtaiue increased from 31.8% for the three maenided June 30, 2002 to 34.9% for
the three months ended June 30, 2003. The inciedisese expenses as a percentage of rental rewarsua result of the increases in rental
operating expenses as described above and a deangasital revenue, primarily due to lower averageupancy and the bankruptcies of
WorldCom and US Airways. These bankruptcies redutiea 2.6% decrease in average occupancy rates & million decrease in rental
revenue for the three months ended June 30, 2003.

Same property rental operating expenses, whictharexpenses of 464 wholly-owned in-service pragexn January 1, 2002,
increased $610,363, or 1.8%, for the three montdea@ June 30, 2003, compared to the three monttesielune 30, 2002. The increase w
result of increases in repairs and maintenancecartdin fixed operating expenses that do not vatly met changes in our occupancy
percentage.

Same property rental operating expenses as a pageeof related revenue increased from 32.1% fthree months ended June 30,
2002 to 33.3% for the three months ended June(®IB.ZThe increase in these expenses as a percafitagated revenue was a result of the
increase in same property rental operating expeasdsscribed above and a decrease in same propetdyrevenue, primarily due to the
bankruptcies of WorldCom and US Airways. These bapicies resulted in a 2.4% decrease in same fyopeerage occupancy rates and a
$1.2 million decrease in same property rental reedor the three months ended June 30, 2003.

Depreciation and amortization from continuing opierss for the three months ended June 30, 2002884 was $32.4 million and
$29.0 million, respectively. The increase of $3iliom, or 11.7%, was due to an increase in amatiin related to leasing commissions and
tenant improvement expenditures for propertiesqulan-service during 2002 and the six months erddee 30, 2003 and the write-off of
deferred leasing costs and tenant improvementsufstomers that vacate their space prior to leagiation. This increase was partially offset
by a decrease in depreciation for properties disgppa$ during 2002 that are not classified as disnard operations in accordance with SFAS
144,

Interest expense from continuing operations in@e&i.5 million, or 5.5%, from $27.1 million foretthree months ended June 30,
2002 to $28.6 million for the three months endenkJ80, 2003. The increase was primarily attrib@ablthe decrease in capitalized interest
from $2.6 million for the three months ended JuBe2®02 to $349,367 for the three months ended 30n2003. In addition, average inter
rates increased from 6.9% in the second quart2®02 to 7.1% in the second quarter of 2003. Paffhetting these increases was a decrease
in the average outstanding debt balance from tbenskequarter of 2002 to the second quarter of 2008rest expense for
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the three months ended June 30, 2003 and 2002etl$756,777 and $340,673, respectively, of anaiitia of deferred financing costs.

General and administrative expenses as a perceotaggl revenue, which includes rental revenue iaterest and other income for
both continuing and discontinued operations andtgduearnings of unconsolidated affiliates, wag% for the three months ended June 30,
2003 and 7.2% for the three months ended Junel®2,. X he decrease was a result of a nonrecurringpensation charge of $3.5 million
recorded during the three months ended June 3@, 20tich was related to the exercise of stock oti®artly offsetting this decrease wa:
increase in general and administrative expensagesult of the decrease of capitalization of treesds due to the decrease in development
activity in 2003 and an increase in deferred corsptan as a result of the issuance of restrictecksduring 2002 and the six months ended
June 30, 2003. In addition, rental revenue andtgduiearnings of unconsolidated affiliates decesbfsom the three months ended June 30,
2002 to the three months ended June 30, 2003.

Interest and other income from continuing operatimereased $533,822, or 18.5%, from $2.7 milliantfie three months ended June
30, 2002 to $3.2 million for the three months endiede 30, 2003. The increase primarily resultethfam increase in leasing and managel
fee income and a Tax Increment Financing refundived in the three months ended June 30, 2003y Rdiitetting these increases was a
decrease in development fee income in the threghm@mded June 30, 2003 and a decrease in inteceste due to the collection of notes
receivable during 2002.

Equity in earnings of unconsolidated affiliates ased $3.0 million from $2.5 million for the thne®nths ended June 30, 2002 to
$(484,695) for the three months ended June 30,.Z0@8decrease was primarily a result of a chaf@2 @ million which represents our
proportionate share of the impairment loss of $h2illion recorded by the MG-HIW, LLC joint venture the three months ended June 30,
2003 for assets being classified as held for sd#tad to the acquisition of the assets of the MBH_LC joint venture (See Note 11 to the
Consolidated Financial Statements for further dismn).

Gain on disposition of land and depreciable asietseased $8.6 million, or 84.3%, to $1.6 million the three months ended June 30,
2003 from $10.2 million for the three months endade 30, 2002. In the second quarter of 2003, #jenty of the gain was comprised of a
gain of $691,525 related to the disposition of JaéBes of land and a gain of approximately $1.0%ianilrelated to the condemnation of 4.0
acres of Bluegrass land, which is discussed fuithBiote 3 to the Consolidated Financial Statemdpastly offsetting these gains was an
impairment loss of $295,587 related to two lanctelrheld for sale at June 30, 2003. In the seqoadter of 2002, the majority of the gain
was comprised of a gain related to the disposihio896,212 square feet of office properties thdtrit meet certain conditions to be class
as discontinued operations as described in Nodettéet Consolidated Financial Statements and aajathe disposition of two acres of land.

In accordance with SFAS 144, we classified netime®f $3.8 million and $4.8 million, net of mingriinterest, as discontinued
operations for the three months ended June 30, 2002002, respectively, which pertained to 2.3iomilsquare feet of property and four
apartment units sold during 2002 and 2003 and 3libbmsquare feet of property, 88 apartment uaitsl 115.04 acres of revenue-producing
land held for sale at June 30, 2003. We also diedsjains of $1.3 million and $1.9 million, netminority interest, as discontinued
operations for the three months ended June 30, 2002002, respectively.

Six Months Ended June 30, 200Rental revenue from continuing operations decre&8esi million, or 4.3%, from $221.1 million for
the six months ended June 30, 2002 to $211.6 mifto the six months ended June 30, 2003. The deereas primarily a result of a
decrease in average occupancy rates from 87.0%daix months ended June 30, 2002 to 82.0% fosithmonths ended June 30, 2003 and
the bankruptcies of WorldCom and US Airways, whiebulted in a 2.6% decrease in average occupateyaad an $8.7 million decrease in
rental revenue for the six months ended June 318.2@ addition, during 2002 and the six monthseehdune 30, 2003, approximately 2.3
million square feet of development properties weaeed in-service which have leased-up slower tharected and, as a result, have
decreased average occupancy rates by 1.1%. Inadgdéase termination fees decreased $1.3 mifbothe six months ended June 30, 2003.
These decreases were offset by the write-off of $3llion of straight-line rent attributable to théorldCom bankruptcy for the six months
ended June 30, 2002.
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Same property rental revenue, generated from 3dliomsquare feet of 464 wholly-owned in-serviac®perties on January 1, 2002,
decreased $11.5 million, or 5.2%, for the six merghded June 30, 2003 compared to the six monttexielune 30, 2002. This decrease is
primarily a result of lower same property averageupancy, which decreased from 88.9% in 2002 t6%4n 2003, and the bankruptcies of
WorldCom and US Airways. These bankruptcies redutiea 2.5% decrease in same property average aocypates and a $5.6 million
decrease in rental revenue for the six months edded 30, 2003.

During the six months ended June 30, 2003, 47 7nskgeneration leases representing 3.6 million sqfest of office, industrial and
retail space were executed. This was 7.0% lower thase of expired leases on an average rate paresfpot. In addition, on a straight-line
rent comparison basis, the average rate per sfp@irever the lease term for leases executed ifiitstesix months of 2003 was 0.7% higher
than the rent paid by previous customers.

Rental operating expenses from continuing operat{iozal estate taxes, utilities, insurance, reaicsmaintenance and other property-
related expenses) increased $3.8 million, or 5f88Mm $69.7 million for the six months ended June W2 to $73.5 million for the six
months ended June 30, 2003. The increase waslaagkBicreases in snow removal, repairs and maartee and certain fixed operating
expenses that do not vary with net changes in ccupancy percentage. In addition, we placed 2.Bomisquare feet of development
properties in-service during 2002 and 2003 whiclulted in an increase in rental operating expefisas continuing operations.

Rental operating expenses as a percentage of reaeaue increased from 31.5% for the three mastied June 30, 2002 to 34.7% for
the six months ended June 30, 2003. The incredbese expenses as a percentage of revenue wadteofedhe increases in rental operating
expenses as described above and a decrease irregptaue, primarily due to lower average occuparuy the bankruptcies of WorldCom
and US Airways. These bankruptcies resulted irb&2iecrease in average occupancy rates and a $§bod mecrease in rental revenue for
the six months ended June 30, 2003.

Same property rental operating expenses, whictharexpenses of 464 wholly-owned in-service progen January 1, 2002,
increased $2.2 million, or 3.2%, for the six mongingled June 30, 2003, compared to the six monttexdelune 30, 2002. The increase was a
result of increases in snow removal, repairs aniht@@ance and certain fixed operating expensegthabt vary with net changes in our
occupancy percentage.

Same property rental operating expenses as a pegeeof related revenue increased from 30.5% fositkh months ended June 30, 2
to 33.2% for the six months ended June 30, 2008.ifitrease in these expenses as a percentagesnfiewas a result of the increases
described above and a decrease in same propetdy revenue, primarily due to lower average occegand the bankruptcies of WorldCom
and US Airways. These bankruptcies resulted irb&2lecrease in same property average occupancyamatiea $5.6 million decrease in si
property rental revenue for the six months ended B0, 2003. In addition, operating expenses of HO® that would have been paid by
WorldCom if the leases were not rejected were pgids and included in same property operating esgeduring the six months ended June
30, 2003.

Depreciation and amortization from continuing opierss for the six months ended June 30, 2003 af@ 2s $64.8 million and $57.7
million, respectively. The increase of $7.1 milljar 12.3%, was due to an increase in amortizattated to leasing commissions and tenant
improvement expenditures for properties placedeivise during 2002 and the six months ended Jun2@IB and the write-off of deferred
leasing costs and tenant improvements for custothats/acate their space prior to lease expirafitis increase was partially offset by a
decrease in depreciation for properties disposetlinhg 2002 that are not classified as discontingeerations in accordance with SFAS 144.

Interest expense from continuing operations in@e&3.9 million, or 7.4%, from $53.0 million foretsix months ended June 30, 2002
to $56.9 million for the six months ended JuneZI3. The increase was primarily attributable ®dkcrease in capitalized interest for the
six months ended June 30, 2003 and 2002, whicl®&5,247 and $6.6 million, respectively. In additiaverage interest rates increased
from 6.9% in the six months ended June 30, 20021% in the six months ended June 30, 2003. Paffdetting these increases was a
decrease in the average outstanding debt balamtetifie six months ended June 30, 2002 to the siths@nded June 30, 2003. Interest
expense for the six months ended June 30, 2002@0®@l included $1.4 million and $680,623, respedttivef amortization of deferred
financing costs.

28



Table of Contents

General and administrative expenses as a perceotaggl revenue, which includes rental revenue iaterest and other income for
both continuing and discontinued operations andtgduearnings of unconsolidated affiliates, wa$% for the six months ended June 30,
2003 and 5.6% for the six months ended June 3@®.20%k: decrease was a result of a nonrecurring enggtion charge of $3.7 million
recorded during the six months ended June 30, 200i2h was related to the exercise of stock opti®astly offsetting this decrease was an
increase in general and administrative expensagesult of the decrease of capitalization of treesdts due to the decrease in development
activity in 2003 and an increase in deferred corspgan as a result of the issuance of additiorsdtimed stock during 2002 and the six
months ended June 30, 2003. In addition, rentame® and equity in earnings of unconsolidatediatiéit decreased from the six months
ended June 30, 2002 to the six months ended Jurk9G8.

Interest and other income from continuing operatimrreased $83,038, or 1.7%, from $6.0 milliontf@ six months ended June 30,
2002 to $6.1 million for the six months ended J88e2003. The increase primarily resulted fromramease in leasing and management fee
income and a Tax Increment Financing refund instkenonths ended June 30, 2003. Partly offset bydhncreases was a decrease in int
income in the six months ended June 30, 2003 dthetoollection of notes receivable during 2002 anttcrease in development fee income.

Equity in earnings of unconsolidated affiliates mesed $3.7 million from $5.0 million for the sionmths ended June 30, 2002 to $1.3
million for the six months ended June 30, 2003. dkerease was primarily a result of a charge of $illlion which represents our
proportionate share of the impairment loss of $1illion recorded by the MG-HIW, LLC joint ventuie the six months ended June 30,
2003 related to the acquisition of the assets®MIG-HIW, LLC joint venture (See Note 11 to the Golidated Financial Statements for
further discussion).

Gain on disposition of land and depreciable asbatseased $8.7 million, or 77.7%, to $2.5 million the six months ended June 30,
2003 from $11.2 million for the six months ended&l30, 2002. In the six months ended June 30, 28683najority of the gain was
comprised of a gain of $1.6 million related to thigposition of 12.43 acres of land and a gain giragimately $1.0 million related to the
condemnation of 4.0 acres of Bluegrass land, wisictiscussed further in Note 3 to the Consolid&@ancial Statements. Partly offsetting
this gain was an impairment loss of $295,587 rdl&detwo land parcels held for sale at June 303200the six months ended June 30, 2002,
the majority of the gain was comprised of a galatesl to the disposition of 524,212 square featffi€e properties that did not meet certain
conditions to be classified as discontinued openatas described in Note 6 to the Consolidatedn€inhStatements and a gain on the
disposition of two acres of land, partly offsetdjoss related to the disposition of 50.81 acrdarmd.

In accordance with SFAS 144, we classified netime®f $7.4 million and $10.0 million, net of minyrinterest, as discontinued
operations for the six months ended June 30, 2862802, respectively, which pertained to 2.3 willsquare feet of property and four
apartment units sold during 2002 and 2003 and dlibbmsquare feet of property, 88 apartment uaitsl 115.04 acres of revenue-producing
land held for sale at June 30, 2003. We also diedsjains of $1.2 million and $1.9 million, netminority interest, as discontinued
operations for the six months ended June 30, 26626802, respectively.

Liquidity and Capital Resources

Statement of Cash FlowsThe following table sets forth the changes in tleen@any’s cash flows from the first six months 003&s
compared to the first six months of 2002 ($ in tends):

Six Months Ended June 30,

2003 2002 Change
Cash Provided By Operating Activiti $ 73,87 $ 97,69 $(23,817)
Cash (Used In)/Provided By Investing Activiti (13,627 66,79¢ (80,427
Cash Used in Financing Activitie (58,247 (150,87) 92,62¢
Total Cash Flow: $ 2,00¢ $ 13,61¢ $(11,610)

Cash provided by operating activities was $73.%ianilfor the six months ended June 30, 2003 and78ifllion for the six months
ended June 30, 2002. The decrease of $23.8 millamprimarily a result of a decrease in averagegenecy rates for our wholly-owned
portfolio and the bankruptcies of WorldCom and Ui8nvays. In
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addition, the level of net cash provided by opeatctivities is affected by the timing of recagprevenue and payment of expenses.

Cash used in investing activities was $13.6 mililonthe six months ended June 30, 2003 and cashded by investing activities was
$66.8 million for the six months ended June 30,20he decrease of $80.4 million was primarily suteof a decrease in proceeds from
dispositions of real estate assets of approxim#&@d:6 million, and a decrease in investments tesiceceivable of $5.9 million, partly offset
by a decrease in additions to real estate assefgpobximately $6.8 million and an increase inriistions from joint ventures and other
investing activities of $8.2 million for the six mithhs ended June 30, 2003.

Cash used in financing activities was $58.2 millionthe six months ended June 30, 2003 and $180ii®n for the six months ended
June 30, 2002. The decrease was primarily a rebaltlecrease of $104.3 million in net repaymentthe unsecured revolving loan,
mortgages and notes payable and a decrease ainBad in distributions paid, partly offset by amcrease of $13.9 million for the
repurchase of common stock and units for the sirthwended June 30, 2003.

Capitalization. Based on our total market capitalization of $3IBdwi at June 30, 2003 (at the June 30, 2003 gpocle of $22.30 and
assuming the redemption for shares of Common Sibtike 6.6 million Common Units of minority intetdn the Operating Partnership), our
debt represented approximately 48.0% of our totalket capitalization. Our total indebtedness atRM 2003 was $1.6 billion and was
comprised of $657.3 million of secured indebtedvaifls a weighted average interest rate of 7.5%%9%P.0 million of unsecured
indebtedness with a weighted average interesbfaie’%. We do not intend to reserve funds to eetixisting secured or unsecured debt upon
maturity. For further discussion of our long-teiiquidity needs, see “Current and Future Cash Neéeds.

The following table sets forth the principal payrgedue on our mortgages and notes payable as ef3lyrR003, adjusted for the July
17, 2003 amendment to the Revolving Loan ($ in aods):

Within Within Within Within Within

Total 1 year 2 years 3 years 4 years 5 years Thereafter
Fixed Rate Debt:
Unsecured:
Put Option Notes (1 $ 10000 $¢ — $ — $ — $ — $ —  $100,00(
Notes 706,50( 246,50( — — 110,00( 100,00( 250,00(
Secured:
Mortgages and loans payal 653,09: 12,63¢ 54,30z 40,54( 80,96¢ 11,48: 453,16:
Total Fixed Rate Del 1,459,59: 259,13! 54,30: 40,54( 190,96¢ 111,48 803,16:
Variable Rate Debt:
Unsecured:
Term Loan 20,00( — — 20,00( — — —
Revolving Loar 95,50( — — — 95,50( — —
Secured:
Mortgage loan payab 4,17: 247 272 28t 3,37 — —
Total Variable Rate Del 119,67 24z 272 20,28t 98,87¢ — —
Total Long Term Debt $1,579,26! $259,37° $54,57: $60,82t $289,84! $111,48! $803,16:

(1) On June 24, 1997, a trust formed by the OperatartnBrship sold $100.0 million of Exercisable Ppti®n Securities due June 15,
2004 (“X-POS™), which represent fractional undivideeneficial interests in the trust. The asseti®trust consist of, among other
things, $100.0 million of Exercisable Put Optiontd®due June 15, 2011 (the “Put Option Notes"jedshy the Operating Partnership.
The Put Option Notes bear an interest rate of 7.ft®% the date of issuance through June 15, 20€4ér Aune 15, 2004, the interest
rate to maturity on the Put Option Notes will b8®4% plus the applicable spread determined as & 16n2004. In connection with the
initial issuance of the Put Option Notes, a couptety was granted an option to purchase the Ptib@plotes from the trust on June
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 frailttust on June 15, 2004 at 100.0% of the prin@pabunt plus accrued and unpaid
interest.
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Secured Indebtedness

The mortgage and loans payable and the securellirgy@an were secured by real estate assetsamitfiggregate carrying value of
$1.1 billion at June 30, 2003.

On February 2, 1998, the Operating Partnership $b&$.0 million of MandatOry Par Put Remarketedugities (“MOPPRS”) due
February 1, 2013. The MOPPRS bore an interesofd@e835% from the date of issuance through Jan8ay2003. On January 31, 2003, the
interest rate was changed to 8.975% pursuant tmtleest rate reset provisions of the MOPPRS. €urdrary 3, 2003, the Operating
Partnership repurchased 100.0% of the principaluainof the MOPPRS from the sole holder thereofkichange for a secured note in the
principal amount of $142.8 million. The securedenbéars interest at a fixed rate of 6.03% and tmatarity 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 discaatsted to the issuance of the unsecured notesing lamortized over the life of the
respective notes as an adjustment to interest egpéifi of the unsecured notes, except for the@tion Notes, are redeemable at any time
prior to maturity at our option, subject to certaonditions including the payment of make-whole ants.

On July 17, 2003, we amended and restated ouiirexigtvolving loan. The amended and restated $2%fl®n revolving loan (the
“Revolving Loan”) is from a group of ten lender lBanmatures in July 2006 and replaces our pre\vd30€.0 million revolving loan. The
Revolving Loan carries an interest rate based wpmorsenior unsecured credit ratings. As a requitrést would currently accrue on
borrowings under the Revolving Loan at an average of LIBOR plus 105 basis points. The terms effevolving Loan require us to pay
annual facility fee equal to .25% of the aggregatmunt of the Revolving Loan. We currently haveetdit rating of BBB- assigned by
Standard & Poor’s, a credit rating of BBB- assigbgd-itch Inc. and a credit rating of Baa3 assigbgdloody’s Investor Service. In April
2003, Moody'’s Investor Service placed our credings on review for potential downgrade. We carprovide any assurances that this or the
other rating agencies will not change our credihgs. If any of our credit ratings are lowereck thterest rate on borrowings under our
revolving loan would be automatically increased.

The terms of the revolving loan and the indenthed governs our outstanding notes require us tgbowith 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 undere@wolving loans for at least the next several aqgrartdepending upon our future operating
performance, we cannot assure you that we willinaetto be in compliance.

The following table sets forth more detailed infation about our ratio and covenant compliance uttgerevolving loan assuming the
new Revolving Loan had been in effect at June B032Certain 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 revolving laaoluding definitions of certain relevant termse ke credit agreement governing our
revolving loan which is attached as Exhibit 10.

June 30, 2003

Proforma
Total Liabilities Less Than or Equal to 57.5% oftdlcAssets 52.2%
Unencumbered Assets Greater Than or Equal to Ztismsecured Del 2.21
Secured Debt Less Than or Equal to 35% of Totabts 23.5%
Adjusted EBITDA Greater Than 2.10 times Interespé&nse 2.3
Adjusted EBITDA Greater Than 1.55 times Fixed Clea 1.74
Adjusted NOI Unencumbered Assets Greater Thanth®s Interest o
Unsecured Det 2.5¢€
Tangible Net Worth Greater Than $1.575 Billi $ 1.7billion
Restricted Payments, Including Distributions to r@halders, Less Than or Equal to 95% of C 67.(%
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The following table sets forth more detailed infation about the Operating Partnership’s ratio ancenant compliance under the
Operating Partnership’s indenture as of June 303 20ertain of these definitions may differ frorm#ar 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, oticlg definitions of certain relevant terms, seeitftenture governing our unsecured notes
which is incorporated by reference in our 2002 AadriReport as Exhibit 4.2.

June 30, 200
Overall Debt Less Than or Equal to 60% of Adjustetal Asset: 40.8%
Secured Debt Less Than or Equal to 40% of AdjuStedl Asset: 16.£%
Income Available for debt service Greater Than 1iB@s Annual Service Chari 2.8
Total Unencumbered Assets Greater Than 200% ofdumed Deb 298.%

Current and Future Cash NeedsHistorically, rental revenue has been the princgmirce of funds to meet our short-term liquidity
requirements, which primarily consist of operatmgpenses, debt service, stockholder distributiang,guarantee obligations and ordinary
capital expenditures. In addition, construction agement, maintenance, leasing and managementdeegtovided sources of cash flow.
We presently have no plans for major capital improents to the existing properties except for apprately $10.4 million in general and
non-recurring renovations at certain propertiesaddition, we could incur tenaimprovements and lease commissions related toelagsing
of space previously leased by WorldCom and US Ayawva

In addition to the requirements discussed abowvesloort-term (within the next 12 months) liquidisguirements also include the
funding of our existing development activity, selee asset acquisitions and first generation teimaptovements and lease commissions on
properties placed in service that are not fullyséeh We expect to fund our sheéetm liquidity requirements through a combinatidmorking
capital, cash flows from operations and the follugvi

e borrowings under our unsecured revolving loan @$198.0 million of availability as of July 17, 28)Q
» the selective disposition of non-core assets cgratsets the sale of which can generate attragivens;

» the sale or contribution of some of our wholly-own@operties, development projects and develophaadtto strategic joint
ventures to be formed with unrelated investorscihwill have the net effect of generating additiorepital through such sale or
contributions; ant

» the issuance of secured debt (at June 30, 200Bad/&2.5 billion of unencumbered real estate asgetsst).

Our long-term liquidity needs generally include thading of existing and future development acyivitelective asset acquisitions and
the retirement of mortgage debt, amounts outstgnaiider the two revolving loans and long-term unset debt. We remain committed to
maintaining a flexible capital structure. Accordingve expect to meet our lortgrm liquidity needs through a combination of (19 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 sourcesritbed above with respect to our shiern liquidity. We expect to use such sources tet
our long-term liquidity requirements either throudjhect payments or repayment of borrowings undderunsecured 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, our ability to neathie expected distributions to stockholders dsed$elow and satisfy other cash payments
may be adversely affected.
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Commitments and Contingenciesln connection with several of our joint ventureshwinaffiliated parties, we have agreed to
guarantee certain rent shortfalls and re-tenarirsgs for certain properties contributed or solth®joint ventures during 1999, 2000 and
2002. As of June 30, 2003, we had $16.5 milliomaed for obligations related to these agreementsbélieve that our estimates related to
these agreements are adequate. However, if oumasisms and estimates are incorrect future loss®saacur.

In accordance with FIN 45, we have included $1.Bioniin other liabilities and adjusted the investn in unconsolidated affiliates by
$1.9 million on its consolidated balance sheetiaeJ30, 2003 related to two separate guaranteggsafistruction loan agreement and a
construction completion agreement entered intchbyRlaza Colonnade LLC joint venture, in which we @50.0% owner. The term of the
construction loan agreement is February 2003 thrdtaebruary 14, 2006, with two one-year optionsxtered the maturity date that are
conditional on completion and lease-up of the mtojéhe term of the construction completion agregmequires the core and shell of the
building to be complete by December 15, 2005. Bpthrantees arose from the formation of the joimtwes to construct an office building.
the joint venture was unable to repay the outstaptalance under the construction loan agreemertdroplete the construction of the office
building, we would be required, under the termthefagreements, to repay the outstanding balarder time construction loan and complete
the construction of the office building. The maximpotential amount of future payments by us unkdesé¢ agreements is $34.9 million.

In addition, we have guaranteed our 80.0% parm&G-HIW, LLC joint venture, Miller Global, a miniom internal rate of return on
$50.0 million of their equity investment in thebiventure’s Orlando assets.

Certain properties owned in joint ventures withffiiated parties have buy/sell options that mayeercised to acquire the other
partners interest by either us or our joint venture partheertain conditions are met as set forth in tegpective joint venture agreement.
partner in SF-HIW Harborview, LP has the right td jis 80.0% equity interest in the partnershipiddn cash at anytime during the one-year
period commencing on September 11, 2014. The \althee equity interest will be determined basedrughe then fair market value 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, In@,agreed to guarantee any rent shortfalls atenanating costs for a five year period of
time from the date of sale. Our contingent liapiis of June 30, 2003 is $18.5 million. Becausthisfguarantee, in accordance with GAAP,
we have deferred the gain of approximately $6.%anil which will be recognized when the contingempeyiod is concluded.

We are a party to a variety of legal proceeding@ray in the ordinary course of our business. Weehe that we are adequately covered
by insurance and indemnification agreements. Adogtg, none of such proceedings are expected te hawaterial adverse effect on our
business, financial condition and results of openat

Joint Ventures. During the past several years, in order to gene@déional capital, we have formed various joiahiures with
unrelated investors. We have retained minority tygaterests ranging from 12.50% to 50.00% in thjeg® ventures. As required by GAAP,
we have accounted for our joint venture activitingghe equity method of accounting, as we do notrol these joint ventures. As a result,
the assets and liabilities of our joint ventures @t included on our balance sheet and the resfutigerations of the ventures are not inclu
on our income statement, other than as equityriniregs of unconsolidated affiliates.
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The following table sets forth information regarmgliour joint venture activity as recorded on theessive joint venture’s books at June

30, 2003 and December 31, 2002 ($ in thousands):

June 30, 2003 December 31, 2002

Percent

Owned Total Total Total Total
Assets Debt Liabilities Assets Debt Liabilities

Balance Sheet Data:

Board of Trade Investment Compa 49.0(% $ 8117 $ 83t $ 1,206 $ 7,77¢ $ 91¢ $ 1,071
Dallas County Partne 50.0(% 42,597 38,46! 41,35¢ 44,12¢ 38,90¢ 41,28¢
Dallas County Partners 50.0(% 18,62: 23,04( 24,36¢ 18,90( 23,587 24,87
Fountain Thret 50.0(% 34,89¢ 30,45: 32,60t 37,15¢ 30,95¢ 32,58
RRHWoods, LLC 50.0(% 81,28¢ 66,58 70,24 82,64¢ 68,56 71,767
Kessinger/Hunter, LL( 26.5(% 8,74¢ — 42¢ 12,92¢ — 88¢
4600 Madison Associates, | 12.5(% 22,41: 17,05¢ 17,58t 23,25¢ 17,38t 17,89¢
Schweiz-Deutschland-USA

DreilanderBeteiligung Objekt DLF 98/29-

Walker Finl-KG 22.81% 140,83 67,73:¢ 70,00: 141,14° 68,20¢ 70,48:
Dreilande-Fonds 97/26 and 99/: 42.9% 117,21¢ 59,36¢ 62,10 119,13 59,68¢ 62,60:
Highwood«-Markel Associates, LL( 50.00% 14,82 11,61( 11,75¢ 16,02¢ 11,62¢ 12,58:
MG-HIW, LLC 20.00%(1) 340,24t 242,24( 250,03¢ 355,10: 242,24(  249,34(
MG-HIW Peachtree Corners lll, LL 50.00%(2) 5,33¢ 4,28¢(2) 4,33 3,80¢ 2,49¢ 2,82z
MG-HIW Metrowest |, LLC 50.0(%(3) 1,601 — 14 1,601 — 3
MG-HIW Metrowest II, LLC 50.0(%(3) 9,87¢ 5,81¢(3) 6,021 9,60( 5,372 5,54(
Concourse Center Associates, L 50.0(% 14,64¢ 9,77¢ 10,07z 14,89¢ 9,85¢ 10,19:
Plaza Colonnade, LL! 50.00% 11,23¢ 2,72%(4) 3,587 3,591 — 3
SF-HIW Harborview, LP 20.00% 40,547 22,80( 24,70: 41,13¢ 22,80( 25,22
Total $913,04: $602,78t¢ $630,42. $932,83: $602,60. $629,15!

(1) OnJuly 29, 2003, we acquired the assets and/gpartmer’s 80.0% equity interests related to 15proes encompassing 1.3 million
square feet owned by MG-HIW, LLC in Atlanta, Raleignd Tampa. Additionally, we have entered int@ption agreement to acquire
Miller Global's 80.0% interest in the remaining etssof MG-HIW, LLC located in Orlando. Total assatslune 30, 2003 include a
$12.1 million impairment charge at the partnerdaigl related to this acquisition. (See Note 1ih® Consolidated Financial Statems

for further discussion

()

(3)

(4)

On July 29, 2003, Miller Global assigned to usa€.0% equity interest in the single property anpassing 53,896 square feet owned
by MG-HIW Peachtree Corners lll, LLC. The constrootloan, which was made to this joint venture hyaffiliate of the Company had
an interest rate of LIBOR plus 200 basis pointsaad paid in full on July 29, 2003 in connectiorihathe assignmen

On July 29, 2003 we entered into an option agreétoescquire Miller Global's 50.0% interest for $3nillion in the remaining assets
encompassing 87,832 square feet of property of M@-Metrowest I, LLC and MG-HIW Metrowest Il, LLC.1e $7.4 million
construction loan to fund the development of thigperty, of which $5.8 million is outstanding anéus0, 2003, will be either paid in
full or assumed by us in connection with the adtjois of the remaining assel

On February 12, 2003, Plaza Colonnade, LLC signg6tla4 million construction loan to fund the deyettent of this property. The lo
requires that the joint venture invest $8.4 milli4.2 million of which will be our share. We andrgartners in this joint venture have
each guaranteed 50.0% of the loan. (See Note tH@tGonsolidated Financial Statements for furthgeubsion on the guarantee
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The following table sets forth information regarmgliour joint venture activity as recorded on theeesive joint venture’s books during
the six months ended June 30, 2003 and 2002 {®usands):

June 30, 2003 June 30, 2002
Percent
Owned Revenue Operating Net Revenue Operating Net
Depr/  Income/ Depr/  Income/
Expenses Interest  Amort (Loss) Expenses Interest Amort  (Loss)

Income Statement Data:
Board of Trade Investment Company 49.0(% $ 1,218 % 791 $ 34 $ 20C $ 19C $ 1,358 $ 86 $ — $ 15¢ % 327
Dallas County Partners 50.0(% 5,38( 2,751 1,38¢ 982 252 5,691 2,59¢ 1,32¢ 91t 862
Dallas County Partners 50.0(% 3,12 1,29¢ 1,19 411 228 3,00¢ 1,30¢ 1,242 531 (76)
Fountain Three 50.0(% 3,562 1,51« 1,141 79€ 111 3,351 1,25¢ 1,027 63€ 43¢
RRHWoods, LLC 50.0(% 6,94¢ 3,60¢€ 1,34¢ 1,70¢ 291 6,80€ 3,39 1,447 1,73 23z
Kessinger/Hunter, LL( 26.50(%(1) 2,927 2,39¢ — 331 20C 3,30¢ 2,48 — 337 487
4600 Madison Associates, LP 12.5(% 2,84( 1,07¢ 595 887 28C 2,591 1,002 617 817 154
Schweiz-Deutschland-USA

DreilanderBeteiligung Objekt DLF 98/29-

Walker Fink-KG 22.81% 9,67 2,745 2,30 1,72¢ 2,89t 10,50: 2,70% 2,33¢ 1,687 3,771
Dreilander-Fonds 97/26 and 99/32 42.99% 8,10¢ 2,21¢ 2,302 2,007 1,58z 8,472 2,161 2,321 1,98( 2,01
Highwood«-Markel Associates, LL( 50.0(% 1,63¢ 861 558 29¢ (82) 1,58( 84¢ 481 264 (14)
MG-HIW, LLC 20.00%(2) 24,57 8,97t 4,64: 4,72¢ 6,22¢(3) 26,17« 8,76( 5,42¢ 4,06¢ 7,917
MG-HIW Peachtree Corners lll, LLC 50.0(%(4) 17¢ 62 62 43 8 — 10 — 11 (21)
MG-HIW Rocky Point, LLC 50.0(% — — — — — 1,81: 55¢E 271 24¢ 73¢
MG-HIW Metrowest I, LLC 50.0(%(4) — 16 — — ae) — 13 — — @3)
MG-HIW Metrowest I, LLC 50.0(%(4) 26€ 223 83 162 (202) 127 12t — 11¢ 117
Concourse Center Associates, LLC 50.0(% 1,02¢ 26¢ 34€ 151 262 1,06t 26¢ 332 151 314
Plaza Colonnade, LL! 50.0(% 8 — — 2 6 — — — — —
SF-HIW Harborview, LP 20.0(% 2,80¢ 85C 701 433 822 — — — — —
Total $74267 $ 29,65¢ $16,69! $14,867 $ 13,05: $ 7584« $ 28,34¢ $16,82: $13,65° $ 17,017

(1) We decreased our ownership percentage from 30.00%na 30, 2002 to 26.50% at June 30, 2

(2) On July 29, 2003, we acquired the assets and/gpartmer’s 80.0% equity interests related to 15proes encompassing 1.3 million
square feet owned by MG-HIW, LLC in Atlanta, Raleignd Tampa. Additionally, we have entered int@ption agreement to acquire
Miller Global’s 80.0% interest in the remaining etssof MG-HIW, LLC located in Orlando. (See Notethlhe Consolidated Financial
Statements for further discussio

(3) Netincome excludes a $12.1 million impairment gleaat the partnership level of which our shareigd $nillion. (See Note 11 to tt
Consolidated Financial Statements for further dis@mn). With the impairment charge, the joint veathiad a net loss of $5,8:

(4) OnJuly 29, 2003, we entered into an option agre¢meeacquire Miller Global's 50.0% interest for.$3nillion in the remaining assets
encompassing 87,832 square feet of property of M@-Metrowest I, LLC and MG-HIW Metrowest Il, LLC @nwas assigned Miller
Globa’s 50.0% equity interest in the single property emgassing 53,896 square feet owned by-HIW Peachtree Corners Ill, LL(

35



Table of Contents

As of June 30, 2003, our joint ventures had appnaxely $602.8 million of outstanding debt and thiofving table sets forth the
principal payments due on that outstanding longitéebt as recorded on the respective joint verguredks at June 30, 2003 ($ in
thousands):

Perceni
Owned Within Within Within Within Within
Total 1 year 2 years 3 years 4 years 5 years Thereafter
Board of Trade Investment Compa 49.0(% $ 83t $ 177 $ 191 $ 206 $ 22: $§ 38 $ —
Dallas County Partne 50.00(% 38,46 852 99¢ 1,63t 7,98t  11,55¢ 15,43:
Dallas County Partners 50.00(% 23,04( 1,18( 1,307 1,44¢ 1,601 1,772 15,73¢
Fountain Thret 50.0(% 30,45: 1,06t 1,14¢ 1,23(C 1,321 6,73t 18,95¢
RRHWoods, LLC 50.0(% 66,58¢ 36C 391 417 44¢€ 4,19¢ 60,77:
4600 Madison Associates, | 12.5(% 17,05¢ 687 73€ 78¢ 844 904 13,10(
Schweiz-Deutschland-USA
DreilanderBeteiligung Objekt DLF
98/2¢-Walker Finl-KG 22.81% 67,73: 1,001 1,071 1,14¢ 1,22¢ 1,311 61,97¢
Dreilande-Fonds 97/26 and 99/: 42.97% 59,36¢ 687 741 80C 864 932 55,34(
Highwood«-Markel Associates, LL( 50.00(% 11,61( 96 107 11E 12t 13z 11,03¢
MG-HIW, LLC 20.00%(1) 242,24 — — 242,24( — — —
MG-HIW Peachtree Corners Ill, LL 50.00%(2) 4,28¢(2) 4,28¢ — — — — —
MG-HIW Metrowest I, LLC 50.0(%(3) 5,81¢3) — 5,81¢ — — — —
Concourse Center Associates, L 50.0(% 9,77¢ 17C 182 19t 20¢ 22t 8,791
Plaza Colonnade, LL! 50.00(% 2,72%(4) — — — 2,721 — —
SF-HIW Harborview, LP 20.0(% 22,80( — — — — 277 22,52
Total $602,78(5) $10,56: $12,68¢ $250,21° $17,57. $28,08: $283,66¢

(1) OnJuly 29, 2003, we acquired the assets and/gpartmer’s 80.0% equity interests related to 15proes encompassing 1.3 million
square feet owned by MG-HIW, LLC in Atlanta, Raleignd Tampa. Additionally, we have entered int@ption agreement to acquire
Miller Global's 80.0% interest in the remaining etssof MG-HIW, LLC located in Orlando. (See Notettlthe Consolidated Financial
Statements for further discussio

(2) On July 29, 2003, Miller Global assigned to usti€.0% equity interest in the single property enpassing 53,896 square feet owned
by MG-HIW Peachtree Corners lll, LLC. The constiortloan, which was made to this joint venture hyaffiliate of the Company had
an interest rate of LIBOR plus 200 basis pointsaad paid in full on July 29, 2003 in connectiorihathe assignmen

(3) OnJuly 29, 2003 we entered into an option agre¢moesacquire Miller Global's 50.0% interest for $3nillion in the remaining assets
encompassing 87,832 square feet of property of M@-Metrowest I, LLC and MG-HIW Metrowest Il, LLC.1e $7.4 million
construction loan to fund the development of thigperty, of which $5.8 million is outstanding anéus0, 2003, will be either paid in
full or assumed by us in connection with the adtjois of the remaining assel

(4) On February 12, 2003, Plaza Colonnade, LLC sign&@tla4 million construction loan to fund the deyeftent of a property. The loan
requires that the joint venture invest $8.4 milli4.2 million of which will be our share. We andrgartners in this joint venture have
each guaranteed 50.0% of the loan. As of June@1B,2Plaza Colonnade, LLC has borrowed $2.7 millinder this loan. (See Note 10
to the Consolidated Financial Statements for furthecussion on the guarantee

(5) 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 dasarithe footnotes abov

Interest Rate Hedging Activities.To meet in part our long-term liquidity requiremgnive borrow funds at a combination of fixed and
variable rates. Borrowings under our revolving lb@ars interest at variable rates. Our long-terht,dehich consists of long-term financings
and the unsecured issuance of debt securitiegaijypbears interest at fixed rates. In additior, vave assumed fixed rate and variable rate
debt in connection with acquiring properties. Querest rate risk management objective is to lthetimpact of interest rate changes on
earnings and cash flows and to lower our overatidwaing costs. To achieve these objectives, franetto time we enter into interest rate
hedge contracts such as collars, swaps, capseasiity lock agreements in order to mitigate owrast rate risk with respect to various debt
instruments.

36



Table of Contents

The following table sets forth information regargliour interest rate hedge contracts as of Jun2@IB ($ in thousands):

Notional Maturity Fixed Fair Market
Type of Hedge Amount Date Reference Rate Rate Value
Interest Rate Swa $20,00( 12/1/201: 3 month USI-LIBOR-BBA 391¢% % 20z
Interest Rate Swa $15,00C 12/1/201: 3 month USI-LIBOR-BBA 3.925% $ 141
Interest Rate Swa $15,00C 12/1/201: 3 month USI-LIBOR-BBA 3.928% $ 13¢€
Interest Rate Swa $20,00( 1/2/200¢ 1 month USI-LIBOR-BBA 0.99(% $ 5
Interest Rate Swa $20,00C  6/1/200¢ 1 month USI-LIBOR-BBA  1.59(% $ (172)
$ 47t

The interest rate on all of our variable rate delatdjusted at one and three month intervals, stibjesettiements 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 six months ended
June 30, 2003.

Share and Unit Repurchase ProgramDuring the quarter ended June 30, 2003, we repsaecha total of 648,264 shares of Common
Stock and Common Units at a weighted average pfi§20.84 per share/unit. Since commencement ofnitiall share repurchase progran
December 1999, we have repurchased 12.2 millioreste Common Stock and Common Units at a weightedage price of $24.02 per
share/unit for a total purchase price of $294.2ioml On April 25, 2001, we announced that the Camyps Board of Directors authorized the
repurchase of up to an additional 5.0 million sekaeCommon Stock and Common Units. On April 24)20~ve announced that the
Company’s Board of Directors authorized the repasehof up to an additional 2.5 million shares ofm@mn Stock and Common Units. We
have 5.3 million shares/units remaining under aurantly authorized repurchase programs.

Capital Recycling Program.During the remainder of 2003, we expect to contiouecapital recycling program of selectively dispg
of non-core properties or other properties the shlghich can generate attractive returns. At B®e2003, we had 3.1 million square feet of
office properties and 330.7 acres of land undéerdetf intent or contract for sale in various tractions with a carrying value of $201.1
million. These transactions are subject to custgrobusing conditions, including zoning, due diligerand documentation, and are projected
to close during 2003. However, we can provide rsugsice that all or parts of these transactionsheitonsummated.

We expect to use substantially all of the net pedse€from our disposition activity for one or alltbg following purposes:
* reduce our outstanding debt;
» repurchase Common Stock subject to the factorsisisd above under “Share and Unit Repurchase Pntigarad

e acquire selective assets.

Distributions to Stockholders. To maintain our qualification as a REIT, we mustibute 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 edijperes. The following factors will affect cashle from operating activities and,
accordingly, influence the decisions of the Boar®iwectors regarding distributions:

» debt service requirements after taking into accadeht covenants and the repayment and restructafiogrtain indebtedness;
» scheduled increases in base rents of existingdease

» changes in rents attributable to the renewal ditand leases or replacement leases;
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» changes in occupancy rates at existing propertidsgecution of leases for newly acquired or dgwetioproperties; and

e operating expenses and capital replacement needs.

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 fowds from operations and higher expected capkpenditures per square foot relate
the signing of new leases. As a result of thesmefacon April 24, 2003, we announced that our BadrDirectors had reduced the annual
dividend rate from $2.34 per share to $1.70 pereshiccordingly, on April 24, 2003 and July 29, 30@ $0.425 cash dividend was declared
by our Board of Directors for the quarters endeadié1, 2003 and June 30, 2003, respectively. Aiyré distributions will be made at the
discretion of the Company’s Board of Directors awillldepend upon the factors discussed above.

We have paid the following per share dividendsrtyuthe past two years and the six months ended3yriz003:

Quarter Ended 2003 2002 2001

March 31 $0.58t $0.585 $ 0.57
June 3( $0.42F $0.585 $ 0.57
September 3 $0.58E $0.58¢
December 3: $0.58E $0.58¢

Impact of Recently Issued Accounting Standards

In November 2002, the FASB issued Interpretation 4 “Guarantor’'s Accounting and Disclosure Regients for Guarantees,
Including Indirect Guarantees of Indebtedness oe@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@tdair value, which is different from
prior practice, under which a liability was recaddanly when a loss was probable and reasonabiyablte. In general, the change applies to
contracts or indemnification agreements that cgetitlly require us to make payments to a guaranteetiparty based on changes in an
underlying asset, liability, or equity securitytbf guaranteed party. In accordance with FIN 45haee included $1.9 million in other
liabilities and adjusted the investment in uncoiustéd affiliates by $1.9 million on our consoliddtbalance sheet at June 30, 2003 related tc
two separate guarantees of a construction loareagmet and a construction completion agreementeshtato by the Plaza Colonnade, LLC
joint venture, in which we are a 50.0% owner. (Nete 10 to the Consolidated Financial Statementfufther discussion’

In December 2002, the FASB issued Statement Nqg."PM8ounting for Stock-Based Compensation—Trapsitand
Disclosure” (“SFAS 148"), which amends FASB No. 128ccounting for Stock-Based Compensation,” toypde alternative methods of
transition for a voluntary change to the fair valh@sed method of accounting for stock-based emplogepensation. In addition, the
statement amends the disclosure requirements teEns¢at No. 123 to require prominent disclosurdsath annual and interim financial
statements related to the method of accountingtmk-based employee compensation and the effébeahethod used on reported results.
The standard is effective for financial statemésgsied for fiscal years beginning after Decembe2082. On January 1, 2003, we adopted
the fair value recognition provision prospectividy all awards granted after January 1, 2003. Utiiisrprovision, total compensation
expense related to stock options is determinedyubim fair value of the stock options on the dditgrant and is recognized on a straight-line
basis over the option vesting period. Prior to 2008 accounted for stock options under this plagenthe guidance of APB Option 25
“Accounting for Stock Issued to Employees and Reldhterpretations.”
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In accordance with SFAS 148, we have included mega and administrative expenses in our cons@datatement of income, $25,’
of amortization related to the vesting of stocki@psg granted during the six months ended June @@B.2n addition, we have included in
stockholdersequity in our consolidated balance sheet at Jun2@IB the total grant value of $308,985. See bétmwthe amounts that wou
have been deducted from net income if we had elé¢otexpense the fair value of all stock option @isahat had vested rather than those
awards issued subsequent to January 1, 2003:

Three Months Ended Six Months Ended
June 30, June 30,

2003 2002 2003 2002

($ in thousands,except per share amounts)

Net income, as reporte $10,12( $27,75( $21,29: $54,62:
Add: Stock option expense included in reportedimetme 19 — 25 —
Deduct: Total stock option expense determined ufailevalue recognition method for all
awards (19¢) (2179) (360 (439
Pro forma net incom $ 9,94: $27,53: $20,957 $54,18¢
Basic net income per common sk—as reportet $ 00t $ 037 $ 011 $ O.7¢
Basic net income per common st—pro forma $ 004 $ 037 $ 01C $ O.7¢
Diluted net income per common sk—as reporte! $ 00t $ 037 $ 011 $ o0.7¢
Diluted net income per common sk—pro forma $ 004 $ 037 $ 01C $ 0.72

In January 2003, the FASB issued Interpretation46o.“Consolidation of Variable Interest Entitie¥Es”)” (“FIN 46"), the primary
objective of which is to provide guidance on thertification of entities for which control is ackiedl through means other than voting rights
and to determine when and which business enterghiseld consolidate the VIEs. This new model agpliben either (1) the equity investors
(if any) do not have a controlling financial inteter (2) the equity investment at risk is insuéfitt to finance that entity’s activities without
additional financial support. In addition, FIN 4&quires additional disclosures. For our interestlias owned at January 31, 2003, FIN 46
will be effective July 1, 2003. FIN 46 is in effdor interests in VIEs acquired subsequent to JanBia, 2003. We are assessing the impact of
this interpretation on our accounting for investisdn unconsolidated joint ventures owned at Jan8ar 2003.

In April 2003, the FASB issued Statement No. 149ntndment of Statement 133 on Derivative Instrusanid Hedging
Activities” (“SFAS 149"). SFAS 149 amends and di@s accounting for derivative instruments, inchglcertain derivative instruments
embedded in other contracts, and for hedging déietsvinder Statement 133. SFAS 149 is effectivednitracts entered into or modified after
June 30, 2003, with some exceptions, and for hedgilationships designated after June 30, 2003 gliidance should be applied
prospectively. The provisions of SFAS No. 149 dbheve a material impact on our financial conditéom results of operations.

In May of 2003, the FASB issued Statement No. 186¢counting for Certain Financial Instruments wiitharacteristics of both
Liabilities and Equity” (“SFAS 150"). SFAS 150 ebtishes standards on the classification and meammeof certain financial instruments
with characteristics of both liabilities and equittyrequires that an issuer classify a finanaiatiument that is within its scope as a liabiliby
an asset in some circumstances). This Statemeffeidtive for financial instruments entered intonoodified after May 31, 2003, and
otherwise is effective July 1, 2003. It is to beplemented by reporting the cumulative effect ohange in an accounting principle for
financial instruments created before the issuaate of this Statement and still existing at theitneiag of the interim period of adoption. We
are assessing the impact of SFAS on our finanoiadlition and results of operation.

Funds From Operations and Cash Available for Distrbutions

We consider funds from operations (“FFO”) and casghilable for distributions (“CAD”) to be usefuhfancial performance measures of
the operating performance of an equity REIT. Togethith net income and cash flows from operatingesting and financing activities, FFO
and CAD provide an additional basis to evaluateatiity of a REIT to incur and service debt, fusmehuisitions and other capital
expenditures and pay distributions. FFO and
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CAD do not represent net income or cash flows fogarating, investing or financing activities asidedfl by GAAP. They should not be
considered as alternatives to net income as anatati of our operating performance or to cash flaws measure of liquidity. FFO and CAD
do not measure whether cash flow is sufficienutadfall cash needs, including principal amortizaticapital improvements and distributions
to stockholders. Further, FFO as disclosed by d®idifs may not be comparable to our calculatioRE®D, as described below.

Our calculation of FFO, as defined by the Natiohsdociation of Real Estate Investment Trusts (NAREKk as follows:

Net income (los—computed in accordance with GAAP;
Plus depreciation and amortization of assets uhjcgignificant to the real estate industry;

Less gains (or plus losses) from sales of deprici@terating properties, including impairment, éecds that are classified as
extraordinary items under GAA|

Plus minority interest;
Less dividends to preferred shareholders;

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

Plus or minus adjustments for depreciation and &raion, gain/(loss) on sale and minority intenegated to discontinued
operations

CAD is defined as FFO reduced by non-revenue erih@rapital expenditures for building improvemeaisi tenant improvements and
lease commissions related to second generatior sppaaddition, CAD includes both recurring and maurring operating results. As a res
nonrecurring items that are not defined as “exttexary” under GAAP are reflected in the calculation of CADaddition, nonrecurring iten
included in the calculation of CAD for periods edddter March 28, 2003 meet the requirements of t€(e) of Regulation &; as amende
January 22, 2003.
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FFO and CAD for the three and six months ended 3002003 and 2002 are summarized in the follovtatnde ($ in thousands):

Funds from operations:
Net income
Add/(Deduct):
Depreciation and amortizatic
Gain on disposition of depreciable as:
Minority interest
Dividends to preferred sharehold
Unconsolidated affiliates
Depreciation and amortizatic
Loss on disposition of depreciable as:
Discontinued operations (1
Depreciation and amortizatic
Gain on sale, net of minority intere
Minority interest in incoms

Funds from operatior

Cash available for distribution:
Add/(Deduct):
Rental income from straig-line rents
Non-recurring compensation exper
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)

Net cash provided by/(used in)
Operating activitie:

Investing activities
Financing activitie:

Net (decrease)/increase in cash and cash equivake

Three Months Ended

Six Months Ended

June 30, June 30,
2003 2002 2003 2002
$10,12( $27,75( $21,29: $ 54,62:
32,41 28,95t 64,85¢ 57,66¢
(220) (4,209 (240) (5,379
65€ 2,851 1,70z 5,84t
(7,719 (7,719 (15,420 (15,426
2,48¢ 2,14¢ 4,90¢ 4,63:
2,413 — 2,41 —
36¢ 2,61: 1,21¢ 5,26¢
(1,345 (1,880 (1,179 (1,886
47¢€ 631 94: 1,36¢
39,657 51,14, 80,48¢ 106,70
(1,680  1,0442) (3,369 (1,31
— 3,514 — 3,70(
757 341 1,38: 68C
(2,73) (2,370 (5,525 (3,129
(6,932 (3,380 (11,420 (6,911)
(3,54¢) (3,049 (6,919 (5,659
(13,217 (8,799 (23,859  (15,69)
$ 25,52 $47,25. $54,647 $ 94,07¢
$ 066 $ 08 $ 132 % 1.7¢€
$ 0428 $ 058 $ 101 % 1.17
64.2% 69.6% 75.5% 66.6%
100.(% 75.2% 111.5% 75.6%
59,98: 60,36! 60,147 60,31¢
60,02¢ 60,84¢ 60,19: 60,767
$35,060 $54,86¢ $7387: $ 97,69(
$ 6,568 $54,36: $(13,627) $ 66,79¢
$(47,817) $(98,89¢) $(58,247) $(150,87)

$ (6,179 $10,33: $ 2,006 $ 13,61¢

(1) For further discussion related to discontinued afiens, see Note 6 of the Consolidated Financetegients



(2) Includes a $3.1 million wri-off of straigh-line rent receivables from WorldCol
(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 informasiemaffected by conversio
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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 reducinegxposure to inflation.
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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 preuikesitors of expected future losses, but only iatics of reasonably possible losses. As a
result, actual future results may differ materiditlym those presented.

To meet in part our lonterm liquidity requirements, we borrow funds atoanbination of fixed and variable rates. Borrowinggler ou
revolving loan bears interest at variable rateg. IGng-term debt, which consists of secured an@cuned long-term financings and the
issuance of unsecured debt securities, typicallymterest at fixed rates. In addition, we hassuened fixed rate and variable rate debt in
connection with acquiring properties. Our interasé risk management objective is to limit the ietpaf interest rate changes on earnings and
cash flows and to lower our overall borrowing co3is achieve these objectives, from time to timeanter 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 contractsréating or speculative purposes.

Certain Variable Rate Debt.As of June 30, 2003, we had approximately $119lliomiof variable rate debt outstanding that was no
protected by interest rate hedge contracts. Ifsbighted average interest rate on this variabke dabt is 100 basis points higher or lower
during the 12 months ending June 30, 2004 ouresterxpense would be increased or decreased aptaky $1.2 million.

Interest Rate Hedge ContractsFor a discussion of our interest rate hedge cotstineffect at June 30, 2003, see “Management’s
Discussion and Analysis of Financial Condition &®bults of Operations — Liquidity and Capital Reses — Interest Rate Hedging
Activities.” If interest rates increase by 100 sgsdints, the aggregate fair market value of theteeest rate hedge contracts as of June 30,
2003 would increase by approximately $4.8 millibrinterest rates decrease by 100 basis pointsadglaeegate fair market value of these
interest rate hedge contracts as of June 30, 2008lvdecrease by approximately $4.3 million.

In addition, we are exposed to certain lossesaretrent of nonperformance by the counterpartieemtig hedge contracts. We expect
the counterparties, which are major financial insibns, to perform fully under these contractswdwer, if the counterparties were to default
on their obligations under the interest rate hemgdracts, we could be required to pay the fultsain our debt, even if such rates were in
excess of the rates in the contracts.

Iltem 4. Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaktdisclosed in our annual and
periodic reports filed with the SEC is recordedygmssed, summarized and reported within the timegm®specified in the SEC’s rules and
forms. These disclosure controls and procedurefidateer 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 conclusionsuofGEO 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 controlg§éctives and design, the
controls’ implementation by the Company and thecfbf the controls on the information generatediie in this Quarterly Report. In the
course of the evaluation, we sought to identifyadators, control problems or acts of fraud ancotafirm that appropriate corrective action,
including process improvements, were being undertaur disclosure controls and procedures areeafalbated on an ongoing basis by the
following:

» employees in our internal audit department;

» other personnel in our finance organization;
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 members of our internal disclosure committee; and

 members of the audit committee of our Board of Elives.

Among other matters, we sought in our evaluatiodet@rmine whether there were any “significantdeficies” 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 andgedures. In the professional auditing literatusggriificant deficiencies” are referred to as
“reportable conditions,” which are control issuleattcould have a significant adverse effect orafhikty 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 tharficial statements and not be detected withimelyi period by employees in the normal
course of performing their assigned functions.

Our management, including the CEO and CFO, doesxpsct that our disclosure controls and proceduaiéprevent all error and all
fraud. A control system, no matter how well coneeivand operated, can provide only reasonable bhsaate, assurance that the objective
the control system are met. Further, the desigtismlosure controls and procedures must reflectabithat there are resource constraints,
and the benefits of controls must be considereativel to their costs. Because of the inherent &tiahs 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 becaimvented by the individual acts of some persopgdtiusion of two or more people, or by
management override of the control. The desigmgfsystem of controls also is based in part upotaceassumptions 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-aféeccontrol system, misstatements due to errdraard may occur and not be detected.

Based on the most recent evaluation, which was tziagbwithin 90 days prior to the filing of this @terly 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, inclutiagcEO 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 evaluationgthare been no significant changes in our interoatrols or in other factors that could
significantly affect the internal controls subsenfu® the date we completed our evaluation.
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PART II—OTHER INFORMATION
Item 5. Submission of Matters to a Vote of Security{Holders

(&) On May 19, 2003, we held our Annual Meetingtidckholders. The final vote of the matters presgffior a vote at such meeting
was as follows:

Matter For Against Broker Non-Vote Abstain

(A) Election of Director¢

Gene M. Anderso 39,106,73 — — 688,74t

Ronald P. Gibso 39,117,74 — — 677,73!

O. Temple Sloan, J 29,074,32 — — 10,721,15

F. William Vandiver 38,926,59 — — 868,88:

William E. Graham, Ji 39,096,47. — — 699,00!
(B) Ratify appointment of Ernst & Youn

LLP as independent auditc 38,826,97 887,65¢ — 80,84
(C) Increase Authorized Common Stc 24,591,10 4,010,24 — 177,51¢

Item 6. Exhibits and Reports On Form 8-K

(@) Exhibits
Exhibit No. Description

10 Amended and Restated Credit Agreement dated agyold, 2003 by and among Highwoods Realty Limigadtnership,
Highwoods Properties, Inc., Highwoods Finance, LHghwoods Services, Inc., Highwoods/TennesseeiHgdl L.P.,
certain subsidiaries of Highwoods Properties Imcl the Lenders named ther:

31.1 Certification Pursuant to Section 302 of the Saek-Oxley Act

31.2 Certification Pursuant to Section 302 of the Saek-Oxley Act

32.1 Certification Pursuant to Section 906 of the Saek-Oxley Act

32.2 Certification Pursuant to Section 906 of the Saek-Oxley Act

(b) Reports on Form-K

We filed a current report on Form 8-K, dated Audlis?003, furnishing under Item 12, the Companyé&sp release announcing the
results of operations and financial condition e @ompany for the three and six months ended JOn20®3 and the Company’s
Supplemental Operating and Financial Informatiartii@ six months ended June 30, 2003.

We filed a current report on Form 8-K, dated A@Bl 2003, furnishing under Items 9 and 12 the Camisgpress release announcing
the results of operations and financial conditibthe Company for the three months ended Marct2G6@3.

45



Table of Contents

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.

H IGHWOODSP ROPERTIES, | NC.

By: /sl RONALD P. GIBSON

Ronald P. Gibson
President and Chief Executive Officer

By: /sl CARMAN J. L1uzzo

Carman J. Liuzzo
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Execution Version
AMENDED AND RESTATED CREDIT AGREEMENT
Dated as of July 17, 2003
among

HIGHWOODS PROPERTIES, INC.,
HIGHWOODS SERVICES, INC.,
HIGHWOODS REALTY LIMITED PARTNERSHIP,
HIGHWOODS/TENNESSEE HOLDINGS, L.P.
AND
HIGHWOODS FINANCE, LLC

as Borrowers,

AND CERTAIN SUBSIDIARIES OF THE BORROWERS
FROM TIME TO TIME PARTY HERETO,
as Guarantors,

THE SEVERAL LENDERS
FROM TIME TO TIME PARTY HERETO

BANK OF AMERICA, N.A,,
as Administrative Agent,

BANC OF AMERICA SECURITIES LLC
as Sole Lead Arranger and
as Sole Book Manager

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Syndication Agent

BRANCH BANKING & TRUST COMPANY
and
FLEET NATIONAL BANK
as C-Documentation Agent
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AMENDED AND RESTATED CREDIT AGREEMENT

THIS AMENDED AND RESTATED CREDIT AGREEMENT dated a$ July 17, 2003 (as amended, modified, restated o
supplemented from time to time, the “ Credit Agreent), is by and among HIGHWOODS REALTY LIMITED PARTNESHIP, a North
Carolina limited partnership (* Highwoods RedljlyHIGHWOODS PROPERTIES, INC., a Maryland corpavat(“ Highwoods Properties
"), HIGHWOODS FINANCE, LLC, a Delaware limited lidlty company (“ Highwoods Financd, HHGHWOODS SERVICES, INC., a
North Carolina corporatior* Highwoods Service¥), and HHGHWOODS/TENNESSEE HOLDINGS, L.P., a Tessee limited partnership (“
Highwoods Tennessé¥(Highwoods Realty, Highwoods Properties, Highwootmafice, Highwoods Services, and Highwoods Tennemg
hereinafter referred to individually as a “ Borrawend collectively as the “ Borrowef¥, the subsidiaries of the Borrowers identifiedtbe
signature pages hereto or from time to time joipesuant to Section 7.12 hereof (such Subsidiarnesereinafter referred to individually as
a “ Guarantor and collectively as the “ Guarantdis the Lenders (as defined herein), BANK OF AMERIQN.A., as Administrative Agent
for the Lenders (in such capacity, the “* Administra Agent”), BANC OF AMERICA SECURITIES LLC, as Sole Lead ranger (in such
capacity, the “ Sole Lead Arranggrand Sole Book Manager (in such capacity, theteBook Managet), WELLS FARGO BANK,
NATIONAL ASSOCIATION, as Syndication Agent (in suchpacity, th¢' Syndication Agent) and BRANCH BANKING & TRUST
COMPANY and FLEET NATIONAL BANK OF AMERICA, as Co-Bcumentation Agents (in such capacity, the “ Docotation Agent’).

WITNESSETH

WHEREAS , certain of the Lenders and other financial in§tins have made available to the Borrowers a @000 credit facility,
on the terms and conditions contained in that ce@aedit Agreement dated as of December 13, 288@iended and in effect immediately
prior to the date hereof, the “2000 Credit Agreetfjdny and among the Borrowers, such Lenders, tedther financial institutions, the
Administrative Agent and the other parties thereto;

WHEREAS , the Borrowers, the Lenders, the Administrativeeigand the other parties hereto desire to amethdemtate the terms of
the 2000 Credit Agreement in order to (a) redueeatimount of the credit facility provided thereuntte$250,000,000 and (b) amend certain
other terms thereof, all on the terms and conditiet forth herein and in the other Credit Documéat amended as of the date hereof);

NOW, THEREFORE, IN CONSIDERATION of the premises and other good and valuable coraide, the receipt and sufficiency
of which is hereby acknowledged, the parties hemgree that the 2000 Credit Agreement is amendeédestated in its entirety as follows:
SECTION 1
DEFINITIONS

1.1 Definitions.
As used in this Credit Agreement, the followingisrshall have the meanings specified below unkessdntext otherwise requires:

“ Acquired Propertie$ means, at any time, all interests in Properti@xipased by any Borrower, any Consolidated Pargngr
unconsolidated affiliate thereof within the prevsairee (3) calendar months from any third partytyethrough an arms length
transaction.

“ Additional Credit Party’ means each Person that becomes a Guarantotlat@losing Date by execution of a Joinder
Agreement.

“ Adjusted Base Rat” means the Base Replusthe Applicable Percentag




“ Adjusted EBITDA"” means, for any period, the sum of (a) EBITDA $oich period lesgh) aggregate Capital Expenditure
Reserves for all Properties with respect to suclogeprovided, that such sum shall be exclusivarof adjustment for such period
attributable to the Straight-Lining of Rents.

“ Adjusted Eurodollar Ratémeans the Eurodollar Rate pltie Applicable Percentage.

“ Adjusted Investment Valuémeans, as of any date, (a) with respect to ttie specified in Section 7.11(m), the sum of (& th
total assets as of such date, as determined imdsroce with GAAP, of Non-Wholly Owned Subsidiariesich are Credit Parties, less
(i) that portion thereof attributable to the owséhereof other than the Borrowers or any Whollyrm@w Subsidiary, and (b) with resp
to the ratio specified in Section 7.11(n), the safr(i) investments in any Minority Interest Entiias of such date of determination, plus
(i) (A) the total assets as of such date, as deted in accordance with GAAP, of Non-Wholly Owrn@dbsidiaries which are not
Credit Parties, leg®) that portion thereof attributable to the owntirsreof other than the Borrowers or any Wholly @disubsidiary,
plus (i) the aggregate outstanding principal balantelbloans made by a Consolidated Party to a Pewgdch is not a Credit Party to
the extent such loans are not included in (i) @rofithis subsection (b), plus/) the aggregate outstanding principal balancalldbans
made by a third party to a Person which is noted®Party if such loans are guaranteed by a Cafesteld Party to the extent such

“ Adjusted NOI” means, with respect to any applicable time pefaycany Property, (a) Net Operating Income forlsperiod
with respect to such Property lgb3 the sum of (i) the Capital Expenditure Resammunt for such Property during such period, plus
(i) a management fee in the amount of three pen@8H) of total revenues derived from the Properiying such period; provided, that
such amount shall be exclusive of any adjustmangdoh period attributable to the Straight-LinirfdRents; provided, further, that, in
each case, (i) all amounts included in the abolautzions (and not otherwise adjusted for intex@stMinority Interest Entities) shall
be adjusted to account for any amounts attributibéy interests held by any Consolidated PargniynMinority Interest Entity and (|
all amounts included in the above calculations (amidotherwise adjusted to account for Outsiderésis) shall be adjusted to deduct
therefrom the pro rata share of such amounts dlleda Outside Interests.

“ Administrative Agent’ shall have the meaning assigned to such termarheading hereof, together with any successors or
assigns.

“ Affiliate " means, with respect to any Person, any other Péijsdinectly or indirectly controlling or contrad by or under dire
or indirect common control with such Person ordifectly or indirectly owning or holding five pexat (5%) or more of the equity
interest in such Person. For purposes of this iiiefin “control” when used with respect to any Rersneans the power to direct the
management and policies of such Person, directiydirectly, whether through the ownership of vgtsecurities, by contract or
otherwise; and the terms “controlling” and “conkedl” have meanings correlative to the foregoing.

“ Agent-Related Persorismeans the Administrative Agent, together withAfiliates (including, in the case of Bank of Aniea
in its capacity as the Administrative Agent, Bafidmerica Securities LLC), and the officers, di@st, employees, agents and
attorneys-in-fact of such Persons and Affiliates.

“ Annualized Adjusted NOT means (a) for each Property owned for 12 monthware, Adjusted NOI for such Property for the
immediately preceding 12 month period and (b) farteProperty owned for a period of less than 12thsyrAdjusted NOI for such
Property calculated by annualizing year-to-dateuatlid NOI for such Property and adjusting (throaghpropriate praating, removal ¢
other correction) for all annual or one-time lunyporspayments or expenses with respect to the Pgsopefor any extraordinary income
or expense items with respect to such Property.

“ Applicable Percentageémeans, for any day, subject to adjustment asigeaVin the penultimate paragraph of this defimitithe
rate per annum set forth below opposite the appliceinsecured Long Term Debt Rating then in effédteing understood that the
Applicable Percentage for (i) Eurodollar Loans kbalthe percentage set forth under column “Applie@ercentage for Eurodollar
Loans”, (ii) Base Rate Loans shall




be the percentage set forth under the column “Apple Percentage for Base Rate Loans”, (iii) Rgdiees shall be the percentage set
forth under the column “Applicable Percentage facikty Fees” and (iv) Letter of Credit Fee shadl the percentage set forth under the
column “Applicable Percentage for Letter of Crdeliie.”

Applicable Applicable Applicable Applicable
Percentage for Percentage Percentage Percentage
Pricing Moody’s Third Debt Eurodollar for Base Rate for for Letter of
Level S&P Rating Rating Rating Loans Loans Facility Fees Credit Fee
I A- or higher A3 or higher A- /A3 0.70% 0.00% 0.15% 0.70%
equivalent
or higher
] BBB+ Baal BBB+/Baal 0.80% 0.00% 0.15% 0.80%
equivaleni
1 BBB Baa2 BBB/Baa2 0.85% 0.00% 0.20% 0.85%
equivaleni
v BBB- Baa3 BBB-/Baa3 1.05% 0.15% 0.25% 1.05%
equivalent
Y BB+ or Bal or BB+/Bal see Pricing see Pricing 0.30% See pricing
Lower Lower equivalentor  Level V Sub-  Level V Sub- Level V
lower Chart below Chart below Sub-Chart
below
Pricing Level V Sub-Chart (for determination of thpplicable Percentage(s) for Eurodollar Loans Bade Rate Loans when the
applicable Unsecured Long Term Debt Rating dictasesof Pricing Level V in the chart set forth abpv
TL/TA Ratio
Pricing (as calculated pursuant to the most-recently Applicable Percentage for
delivered officer’s certificate Eurodollar Loans and Letter of Applicable Percentage
Level pursuant to Section 7.1(c) hereof) Credit Fees for Base Rate Loans
V-A >0.50 1.65% 0.30%
V-B > 0.45 to< 0.50 1.55% 0.30%
V-C >0.35t0<0.45 1.45% 0.25%
V-D <0.35 1.25% 0.20%

If (i) the Interest Coverage Ratio, as calculatedspant to each of the two most-recently deliverealrterly officer’s certificates
delivered pursuant to Section 7.1(c) hereof, imgethan 2.25 to 1.00, (ii) the Fixed Charge CagerRatio, as calculated pursuant to
each of the two most-recently delivered quartefficer’s certificates delivered pursuant to Sectibh(c) hereof, is greater than 1.70 to
1.00, and(iii) the Borrowers are subject to Pricing Level &V (including the Pricing Level V Sub-Chart) set forth above, the
percentages set forth in those Pricing Level postiof the above Chart and Sub-Chart and in eachroobther than the column titled
“Applicable Percentage For Facility Fees” shalrbduced by five hundredths of one percent (0.05%).

The Applicable Percentage shall be adjusted effecth the next Business Day following any changtaénUnsecured Long Term Debt
Rating; provided, however, that to the extent tmsétured Long Term Debt Rating causes the AppkcBbtcentage to be calculated
pursuant to the Pricing Level V Sub-Chart, the Agaidle Percentage shall be set using the informatiovided in the most-recently
delivered officer’s certificate pursuant to Sectibf(c) hereof and adjusted from time to time thétex in accordance with the Pricing
Level V Sub-Chart using the applicable TL/TA Rafithe Principal Borrower shall notify the Adminigikee Agent in writing promptly
after becoming aware of any change in the Unsedused Term Debt Rating.
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Notwithstanding anything to the contrary contaiirethe foregoing, to the extent the Principal Boreo fails to deliver any officer’s
certificate as of the date required pursuant tdi&e@.1(c) hereof and has a credit rating of BBa¥Ban equivalent rating or lower, the
Applicable Percentage as of the date immediatélgviing such required date of delivery and unt# thelivery of such officer’s
certificate shall be the rate specified in line \6Rthe Pricing Level V Sub-Chart.

“ Arranger” means Banc of America Securities LLC, in its agipaas sole lead arranger and sole book manager.

“ Asset Dispositiorf means the disposition of any assets (includintieit limitation the Capital Stock of a Subsidiao§)any
Consolidated Party whether by sale, lease (butidkay the lease of assets in the ordinary courdeisiness), transfer or otherwise to a
Person other than a Credit Party.

“ Attorney Costs’ means and includes all reasonable fees, cogtenses and disbursements of any law firm or otktereal
counsel and, without duplication, the allocatedsosmble cost of internal legal services and algeable expenses and disbursemer
internal counsel.

“ Bank of America’ means Bank of America, N.A. and its successors.

“ Bankruptcy Codé means the Bankruptcy Code in Title 11 of the ©diStates Code, as amended, modified, succeeded or
replaced from time to time.

“ Bankruptcy Event means, with respect to any Person, the occurrefiaay of the following with respect to such Persg) a
court or governmental agency having jurisdictionhie premises shall enter a decree or order fmfiialrespect of such Person in an
involuntary case under any applicable bankrupttsolvency or other similar law now or hereafteeifect, or appointing a receiver,
liquidator, assignee, custodian, trustee, sequestiar similar official) of such Person or for asybstantial part of its property or
ordering the winding up or liquidation of its affsi or (ii) there shall be commenced against swaldh an involuntary case under any
applicable bankruptcy, insolvency or other simitaw now or hereafter in effect, or any case, prdoggor other action for the
appointment of a receiver, liquidator, assignestadian, trustee, sequestrator (or similar offjoidisuch Person or for any substantial
part of its property or for the winding up or ligattion of its affairs, and such involuntary casethier case, proceeding or other action
shall remain undismissed, undischarged or unbofatea period of sixty (60) consecutive days; o) 6uch Person shall commence a
voluntary case under any applicable bankruptcylirsicy or other similar law now or hereafter ifeef, or consent to the entry of an
order for relief in an involuntary case under aangtslaw, or consent to the appointment or takingspssion by a receiver, liquidator,
assignee, custodian, trustee, sequestrator (olasiafficial) of such Person or for any substanpiait of its property or make any gene
assignment for the benefit of creditors; or (ivlstPerson shall admit in writing its inability tayits debts generally as they become
due.

“ Base Raté means, for any day, the rate per annum equdlddigher of (a) the Federal Funds Rate for sughpties one-half of
one percent (.5%) and (b) the Prime Rate for sagh Ainy change in the Base Rate due to a chantpeiRrime Rate or the Federal
Funds Rate shall be effective on the effective dagich change in the Prime Rate or Federal FRads.

“ Base Rate Loafimeans any Loan bearing interest at a rate detexanipy reference to the Base Rate.
“ Borrowers” means the Persons identified as such in the hgatireof, together with any permitted successmilsaasigns.

“ Budgeted Project Costameans, with respect to Properties Under Develagirtee budgeted cost of construction and final
completion of such Properties Under Developmemyidiedthat the Budgeted Project Costs shall include ptefeoperating deficits
through completion and the projected date of ocoopaf eighty-five percent (85%) of the gross lddsapace; providefiirther that,
with respect to Properties Under Development bydvlty Interest Entities, the Budgeted Project Casiall be the applicable
Consolidated




Party’s share of the budgeted costs of construetimhfinal completion (based on the greater otlfg)Minority Interest of such
Consolidated Party or (y) such Consolidated Padblgyation to provide funds to the Minority IntsteEntity, which could include, for
example, completion guaranties).

“ Build To Suit Properties means those Properties Under Development whigle baen 100% leased to tenants and have
projected net operating income (based on projestégproved by the Administrative Agent in its detmn) during its first year after
final completion in an amount which results in ped than a 9.75% annual rate of return on all @fstenstruction of such Property
Under Development, including, without limitatiom&ncing costs and operating deficits.

“ Business Day means a day other than a Saturday, Sunday or déyeon which commercial banks in Charlotte, N@#rolina
or New York, New York are authorized or requiredlémy to close, excefhat, when used in connection with a Eurodollar Loaiths
day shall also be a day on which dealings betwemkdare carried on in U.S. dollar deposits in lamdEngland.

“ Capital Expenditure$ means all expenditures required for the leasiigpace within Properties owned and previouslyddadsy
the Consolidated Parties, including upfit experssesleasing commissions, together with expenseefmvation or improvement of
existing properties that are classified as capitgenditures under GAAP. Leasing and tenant impnaves expenditures with respect to
space not previously leased shall not be includethi calculation of Capital Expenditures, but mhesteported to the Administrative
Agent on a quarterly basis as set forth in Sectidn

“ Capital Expenditure Reservaneans, with respect to (a) any office, industaatetail Property, a normalized annual reserve fo
replacement reserves, capital expenditures, temgmbvements, and leasing commissions in the amofiubt.00 per year per square
foot of net leaseable area contained in such Pippard (b) any multi-family Property, a normalizahual reserve for replacement
reserves, capital expenditures, tenant improvemantsleasing commissions in the amount of $25@ear per unit; in each case, less
an amount equal to the aggregate percentage ovipémgdrests held by any entities that are notiatéd with any of the Consolidated
Parties multiplied by the total reserve require@aor (b) above for the subject Property. WhenGlapital Expenditure Reserve is used
in computing an amount with respect to a periodcWlhs shorter than a year, said amount shall beoapately pro rated.

“ Capital Leas€ means, as applied to any Person, any lease opaperty (whether real, personal or mixed) by thatson as
lessee which, in accordance with GAAP, is or shd@ldiccounted for as a capital lease on the bakirest of that Person.

“ Capital Stock’ means (i) in the case of a corporation, capitatls, (ii) in the case of an association or busresgtity, any and all
shares, interests, participations, rights or o#fygrivalents (however designated) of capital st@idkjn the case of a partnership,
partnership interests (whether general or limité),in the case of a limited liability companyembership interests and (v) any other
interest or participation that confers on a Petberright to receive a share of the profits andésf, or distributions of assets of, the
issuing Person.

“ Capitalization Raté means nine percent (9.00%) per annum.

“ Cash Available for Distributiofi means, for any given calculation date, all Fufidsn Operations (as defined as of the Closing
Date by the Board of Governors of the National Asastion of Real Estate Investment Trusts) for thkeq commencing as of (and
including) April 1, 2003 and ending on the last dédiyhe fiscal quarter most recently preceding stadbulation date less (a) Capital
Expenditures over such period and (b) Schedulediédibebt Payments over such period.

“ Cash Equivalents means (a) securities issued or directly and fgliaranteed or insured by the United States of Agaer any
agency or instrumentality thereof (provided that fill faith and credit of the United States of Aine is pledged in support thereof)
having maturities of not more than twelve montlwrfithe date of acquisition, (b) U.S. dollar denaatea time deposits and certificates
of deposit of (i) any Lender, (ii) any domestic qoarcial bank of recognized standing having cagital surplus in excess of
$500,000,000




or (iii) any bank whose short-term commercial pajg¢ing from S&P is at least A-1 or the equivaldrreof or from Moody’s is at least
P-1 or the equivalent thereof (any such bank bamt Approved BanK), in each case with maturities of not more thad Bays from
the date of acquisition, (c) commercial paper aadable or fixed rate notes issued by any Apprdsadk (or by the parent company
thereof) or any variable rate notes issued byuaranteed by, any domestic corporation rated Arth@ equivalent thereof) or better by
S&P or P-1 (or the equivalent thereof) or betteMinyody’s and maturing within six months of the dafeacquisition, (d) repurchase
agreements with a bank or trust company (includimg of the Lenders) or recognized securities déwleing capital and surplus in
excess of $500,000,000 for direct obligations iddmeor fully guaranteed by the United States ofefica in which any Credit Party
shall have a perfected first priority security netgt (subject to no other Liens) and having, ondidte of purchase thereof, a fair market
value of at least 100% of the amount of the repagetobligations and (e) Investments, classifieatoordance with GAAP as current
assets, in money market investment programs registender the Investment Company Act of 1940, asnaled, which are
administered by reputable financial institutionsihg capital of at least $500,000,000 and the pba$ of which are limited to
Investments of the character described in the fanggsubdivisions (a) through (d).

“ Change of Contral means the occurrence of any of the following ése() any Person or two or more Persons actingpircert
shall have acquired beneficial ownership, direotlyndirectly, of, or shall have acquired by contrar otherwise, or shall have entered
into a contract or arrangement that, upon consuiomawill result in its or their acquisition of, ntrol over, Voting Stock of Highwoot
Properties (or other securities convertible intohsWoting Stock) representing 35% or more of thembimed voting power of all Voting
Stock of Highwoods Properties, or (ii) during argripd of up to 24 consecutive months, commencitey diie Closing Date, individue
who at the beginning of such 24 month period wémectbrs of Highwoods Properties (together with aey director whose election by
Highwoods Properties’ Board of Directors or whosenimation for election by Highwoods Properties’ igtmlders was approved by a
vote of at least two-thirds of the directors thél is office who either were directors at the lr@ging of such period or whose election
or nomination for election was previously so apgd\vcease for any reason to constitute a majofitigeodirectors of Highwoods
Properties then in office, or (iii) Highwoods Projies or any Wholly Owned Subsidiary which is a dir@arty shall fail to be the sole
general partner of Highwoods Realty or own a mgjaf the Capital Stock of Highwoods Services ogliivoods Finance. As used
herein, “beneficial ownership” shall have the megnprovided in Rule 13d-3 of the Securities andHaxge Commission under the
Securities Exchange Act of 1934.

“ CIP Propertie$ means, as of any given calculation date, a ctileaeference to all Properties Under Developntkeattotal
contemplated space in which are less than 75%eaasetl at the time of such calculation.

“ Closing Date” means the date hereof.

“ Code” means the Internal Revenue Code of 1986, as a@tkm@ehd any successor statute thereto, as inteddogtthe rules and
regulations issued thereunder, in each case dfeict #om time to time. References to sectionthef Code shall be construed also to
refer to any successor sections.

“ Commitment” means (i) with respect to each Lender, the RemghCommitment of such Lender, (ii) with respecthe
Swingline Lender, the Swingline Commitment, ang (iiith respect to the Issuing Lender, the LOC Cdtnrant.

“ Commitment Percentagemeans, for any Lender, the percentage identdieits Commitment Percentage on Schedule 2, Hg)
such percentage may be modified in connection anthassignment made in accordance with the prangsid Section 11.3.

“ Consolidated Partiesmeans a collective reference to Highwoods Prageend its consolidated Subsidiaries, including
Highwoods Realty, and “ Consolidated Pdrtpeans any one of them.

“ Credit Document$ means a collective reference to this Credit Agrert, the Notes, the LOC Documents, each Joinder
Agreement and all other related agreements andnalets issued or delivered

6




hereunder or thereunder or pursuant hereto ortthéreeach case, as the same may be amended iedodéstated, supplemented,
extended, renewed or replaced from time to timed)“@redit Document” means any one of them.

“ Credit Parties means a collective reference to the BorrowersthedGuarantors, and “Credit Party” means any drilkem.

“ Credit Party Obligations means, without duplication, (a) all of the obliigas of the Credit Parties to the Lenders (inatgdihe
Issuing Lender) and the Administrative Agent, whesraarising, under this Credit Agreement, the Nateany of the other Credit
Documents (including, but not limited to, any imstraccruing after the occurrence of a Bankrupt@nEwith respect to any Credit
Party, regardless of whether such interest islawatl claim under the Bankruptcy Code) and (b)ialtiilities and obligations, whene\
arising, owing from any of the Borrowers to any ten or any Affiliate of a Lender, arising undeyatedging Agreement related to
Credit Documents or the obligations created thertiby specifically understood and agreed thath@ Credit Party Obligations of each
Guarantor include any and all obligations that sGclarantor may have as a Borrower or Guarantomuneer or under any of the other
Credit Documents and (ii) the Credit Party Obligas shall include the LOC Obligations.

“ Default” means any event, act or condition which with cetor lapse of time, or both, would constitute aeri of Default.

“ Derivative Exposuré means the maximum liability (including costs, $eend expenses), based upon a liquidation or tetiam
as of the date of the applicable covenant compdidgest, of any Person under any interest rate svedlpy, cap or other interest rate
protection agreements, treasury locks, equity fodveantracts, foreign currency exchange agreemeotsmodity purchase or option
agreements or other interest or exchange rateromaality price hedging agreements.

“ Designated Amount means, with respect to any Facility Fee paidi® Borrowers hereunder with respect to a givemnciale
quarter, the amount, if any, equal to (a) the pcoai (i) the Facility Fee Modifier (if any) used ¢alculating such Facility Fee,
multiplied by (ii) the maximum amount of the Revioly Committed Amount during the applicable calengizarter, less (b) the product
of (i) the Facility Fee Madifier (if any) used imlculating such Facility Fee, multiplied by (ii)etlaverage weighted outstanding princ
amount of the Loans during the applicable calendarter (or portion thereof).

“ Documentation Agenit shall have the meaning set forth in the firstgmaaph of this Credit Agreement, together with any
SuCCessors or assigns.

“ Dollars” and “ $” means dollars in lawful currency of the Unite@t®s of America.

“ Domestic Subsidiary means, with respect to any Person, any Subsidfayah Person which is incorporated or organizetkt
the laws of any State of the United States or tistribt of Columbia.

“ EBITDA " means, for any period, the sum of (i) aggregag¢ INcome during such period, pl{i§ an amount which, in the
determination of Net Income for such period, hasnb#geducted for (A) Interest Expense, (B) totakfad] state, local and foreign
income, value added and similar taxes and (C) dégiren and amortization expense, with each of (B),and (C) above determined in
accordance with GAAP; provided, that, (i) eachhef &bove calculations shall include, without dudlizn, any amounts attributable to
any interests held by any Consolidated Party inMimority Interest Entity and (ii) all amounts incled in the above calculations (and
not otherwise adjusted to account for Outside &#ts) shall be adjusted to deduct therefrom thegieoshare of such amounts allocable
to Outside Interests.

“ Eligible Assigne€’ means (i) a Lender; (i) an Affiliate of a Lendeand (iii) any other Person approved by the Adstmtive
Agent (such approval not to be unreasonably withbeldelayed) and, unless an Event of Default lcasrmmed and is continuing at the
time any assignment is effected in accordance S#tttion 11.3, the Principal Borrower (such approvlto be unreasonably withheld
or




delayed by the Principal Borrower and such apprtivéle deemed given by the Principal Borrower ibibgection is received by the
assigning Lender and the Administrative Agent fittve Principal Borrower within two Business Daysaftotice of such proposed
assignment has been provided by the assigning keéoadee Principal Borrower); providechowever, that neither the Principal
Borrower nor an Affiliate of the Principal Borrowshall qualify as an Eligible Assignee.

“ Environmental Law$ means any and all lawful and applicable Fedestalte, local and foreign statutes, laws, regulation
ordinances, rules, judgments, orders, decrees,ifgegancessions, grants, franchises, licensesgawgnts or other governmental
restrictions relating to the environment or to esities, discharges, releases or threatened relefpeButants, contaminants, chemicals,
or industrial, toxic or hazardous substances otegasto the environment including, without limitat, ambient air, surface water,
ground water, or land, or otherwise relating tortr@nufacture, processing, distribution, use, treatirstorage, disposal, transport, or
handling of pollutants, contaminants, chemicalsndustrial, toxic or hazardous substances or wgaste

“ Equity Issuancé means any issuance by Highwoods Properties or Highs/Realty to any Person which is not a CredityRa#i
(a) shares of its Capital Stock, (b) any shard@tsd@apital Stock pursuant to the exercise of aystior warrants or (c) any shares of its
Capital Stock pursuant to the conversion of anyt deburities to equity.

“ ERISA " means the Employee Retirement Income SecurityoAdi974.

“ ERISA Affiliate " means any trade or business (whether or not porated) under common control with any Credit Paiithin
the meaning of Section 414(b) or (c) of the Codl(Gections 414(m) and (o) of the Code for purpo$gsovisions relating to Section
412 of the Code).

“ ERISA Event” means (a) a Reportable Event with respect torsiBa Plan; (b) a withdrawal by any Borrower or &RBISA
Affiliate from a Pension Plan subject to Sectio63®f ERISA during a plan year in which it was dstantial employer (as defined in
Section 4001(a)(2) of ERISA) or a cessation of apens that is treated as such a withdrawal undeti@ 4062(e) of ERISA; (c) a
complete or partial withdrawal by the Borrower ay &RISA Affiliate from a Multiemployer Plan or riitation that a Multiemployer
Plan is in reorganization; (d) the filing of a roatiof intent to terminate, the treatment of a Rlamendment as a termination under
Sections 4041 or 4041A of ERISA, or the commencéarokproceedings by the PBGC to terminate a PeriBlan or Multiemployer
Plan; (e) an event or condition which constitutesugds under Section 4042 of ERISA for the termdamabf, or the appointment of a
trustee to administer, any Pension Plan or Multiesgr Plan; or (f) the imposition of any liabiliypnder Title IV of ERISA, other than
for PBGC premiums due but not delinquent underiSeet007 of ERISA, upon the Borrower or any ERISHilRte.

“ Eurodollar Loan” means any Loan that bears interest at a ratedhgsen the Eurodollar Rate.
“ Eurodollar Raté’ means for any Interest Period with respect to Bagodollar Rate Loan:

(a) the rate per annum (rounded upwards, if necgssathe nearest 1/100 of 1%) appearing on TeddPage 3750 (or any
successor page, as determined by the Administratijest) as the average British Bankers Associdtitgrest Settlement Rate for
deposits in Dollars (for delivery on the first dafysuch Interest Period) with a term equivalerguoh Interest Period, determined
as of approximately 11:00 a.m. (London time) twesiBess Days prior to the first day of such InteRestiod, or

(b) if the rate referenced in the preceding clga3eoes not appear on such page or service orpagshor service shall not
be available, the rate per annum equal to thedetermined by the Administrative Agent to be thieid rate on such other page
or other service that displays an average Britighk&rs Association Interest Settlement Rate foosiépin Dollars (for delivery
on the first day of such Interest Period) with mrtequivalent to such
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Interest Period, determined as of approximatelp@ &.m. (London time) two Business Days prior ®fitst day of such Interest
Period, or

(c) if the rates referenced in the preceding clagagand (b) are not available, the rate per andetermined by the
Administrative Agent as the rate of interest atehhileposits in Dollars for delivery on the firstyda# such Interest Period in same
day funds in the approximate amount of the Eur@ddiate Loan being made, continued or converteBliamk of America and
with a term equivalent to such Interest Period wdié offered by Bank of Americal.ondon Branch to major banks in the Lon
interbank eurodollar market at their request araximately 4:00 p.m. (London time) two Business Bayior to the first day of
such Interest Period.

“ Event of Default’ means such term as defined in Section 9.1.

“ Existing Letters of Credit means those Letters of Credit outstanding orGlesing Date and identified on Schedule 2.3(a)
attached hereto.

“ Facility Fee” shall have the meaning assigned to such terneati@ 3.5(a).

“ Facility Fee Modifier" means, for any date of calculation, a per annurogmtage equal to the sum of (a) to the extent tHeé A
Ratio, as most-recently properly calculated purst@many officer’s certificate delivered pursuamtSection 7.1(c) hereof, exceeds 0.55
to 1.00, three tenths of one percent (0.30%), (lluso the extent the Interest Coverage Ratio, astirecently properly calculated
pursuant to any officer’s certificate delivered suant to Section 7.1(c) hereof, is less than 21500, one quarter of one percent
(0.25%), plugc) to the extent the Fixed Charge Coverage Rasianost-recently properly calculated pursuant joadficer’s certificate
delivered pursuant to Section 7.1(c) hereof, is than 1.60 to 1.00, one quarter of one perce®5%9); provided, however, that to the
extent each of clauses (b) and (c) of this detinitivould otherwise each require a one quarter efpmrcent (0.25%) increase in the
Facility Fee Madifier (for a total of one half ohe percent (0.50%)), the total increase in thelida&iee Modifier as a result of the
application of clauses (b) and (c) shall be thesdhts of one percent (0.30%).

“ Fee Letter” means the fee letter agreement, dated March @3 2Zmong the Borrower, the Administrative Agerd ére
Arranger.

“ Fees” means all fees payable pursuant to Section 8d@uding, without limitation, fees payable pursuamthe terms of the Fee
Letter).

“ Federal Funds Rafemeans, for any day, the rate per annum (roungbechrds, if necessary, to the nearest 1/100 of Iaaleto
the weighted average of the rates on overnight fa¢flends transactions with members of the FedReslerve System arranged by
Federal funds brokers on such day, as publishatéiFederal Reserve Bank of New York on the Busimsy next succeeding such
day; providedhat (a) if such day is not a Business Day, theeRdd-unds Rate for such day shall be such rasoh transactions on
the next preceding Business Day as so publisheteonext succeeding Business Day, and (b) if nb sai is so published on such
next succeeding Business Day, the Federal Funasf®asuch day shall be the average rate chargegttAdministrative Agent (in its
individual capacity) on such day on such transasti@s determined by the Administrative Agent.

“ Fixed Charge Coverage Rationeans, as of the end of each fiscal quarter o€tivesolidated Parties for the twelve month pe
ending on such date, the ratio of (a) Adjusted HBATfor the applicable period to (b) the sum ofl(i)erest Expense for the applicable
period plugii) preferred dividends permitted hereunder far #pplicable period plu§i) Scheduled Funded Debt Payments for the
applicable period.

“ Foreign Subsidiary means, with respect to any Person, any Subsidifisyich Person which is not a Domestic Subsidiry
such Person.

“ Funded Indebtednessneans, with respect to any Person, without dagihin, (a) all Indebtedness of such Person ottaar th
Indebtedness of the types referred to in clausddgpnnd (i) of the definition of
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“Indebtedness” set forth in this Section 1.1, (bjradebtedness of another Person of the type medeto in clause (a) above secured by
(or for which the holder of such Funded Indebtedress an existing right, contingent or otherwieeqe secured by) any Lien on, or
payable out of the proceeds of production frompprty owned or acquired by such Person, whethapbthe obligations secured
thereby have been assumed, (c) all Guaranty Olditggabf such Person with respect to Indebtednetisediype referred to in clause (a)
above of another Person and (d) Indebtedness ¢fplereferred to in clause (a) above of any pastrip or unincorporated joint ventt
in which such Person is a general partner or d j@nturer.

“ GAAP " means generally accepted accounting principlelsdrinited States applied on a consistent basisajéct to the tern
of Section 1.3.

“ Governmental Authority means any Federal, state, local or foreign cougovernmental agency, authority, instrumentality
regulatory body.

“ Guarantors’ means a collective reference to each of the Pergtentified as a “Guarantor” on the signaturegsdgereto and
each Additional Credit Party which may hereaftez@ie a Joinder Agreement, together with their ssgars and permitted assigns, and
“ Guarantor’ means any one of them.

“ Guaranty Obligation$ means, with respect to any Person, without daitie), any obligations of such Person (other than
endorsements in the ordinary course of busineag@ftiable instruments for deposit or collectionqiganteeing or intended to guarar
any Indebtedness of any other Person in any mawhether direct or indirect, and including withdimtitation any obligation, whether
or not contingent, (i) to purchase any such Indihites or any property constituting security theardfi) to advance or provide funds or
other support for the payment or purchase of ach sndebtedness or to maintain working capitalveoty or other balance sheet
condition of such other Person (including withantitation keep well agreements, maintenance agratneomfort letters or similar
agreements or arrangements) for the benefit ohaider of Indebtedness of such other Persontdiii¢ase or purchase property,
securities or services primarily for the purpos@assguring the holder of such Indebtedness, (iguranty to any Person rental income
levels (or shortfalls) or re-tenanting costs (inlihg tenant improvements, moving expenses, leasentssions and any other costs
associated with procuring new tenants); provideal such obligations shall be determined to belgquae maximum potential amount
of the payments due from the Person guaranteeegghlicable rental income levels over the terrthefapplicable lease), (v) to
guaranty the completion of any Properties Underdl@yment, whether or not specifically including tsogssociated therewith or (vi) to
otherwise assure or hold harmless the holder df lutebtedness against loss in respect thereofaftoaint of any Guaranty Obligati
hereunder shall (subject to any limitations sethftiherein) be deemed to be an amount equal toutstanding principal amount (or
maximum principal amount, if larger) of the obliget or Indebtedness in respect of which such Gugpi@bligation is made. It is
specifically understood and agreed that the Guai@btigations of each Guarantor include any anahlilgations that such Guarantor
may have as a Borrower hereunder or under anyeabtter Credit Documents.

“ Hedging Agreemernt means any interest rate protection agreemerg,ssap transaction, basis swap, forward rate tciiosa
commodity swap, commodity option, equity or equiitglex option, bond option, interest rate optiomefgn exchange transaction, short
sale transaction, cap transaction, floor transactiollar transaction, currency swap transactioms currency rate swap transaction,
currency option, any other similar transaction I(iding any option with respect to any of these g¢eantions) and any combination of the
foregoing which directly hedges or offsets interase risk or other market risk with respect to ahyhe obligations of any Consolidai
Party, in each case, entered into by and betwézmmaolidated Party and any Lender or any Affiliate Lender.

“ Highwoods Preserve Propertiemeans those Properties located at 8125 Highw®adism Way (Building 1), 18209-17 Bermuda
Green Drive (Buildings 1l & 1V), 18301 Bermuda GreBrive (Building IIl), 18210 Bermuda Green DrivBuilding V) in Tampa,
Florida.

“ Highwoods Realty Limited Partnership Agreemémbeans that certain limited partnership agreemehtigfiwoods Realty date
as of June 14, 1994, as amended or modified froma to time.
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“ Indebtedness of any Person, without duplication, means, inteaase whether direct or contingent and inclusivalaosts and
fees associated with any Derivative Exposure, l{@fdigations of such Person for borrowed monéy,dll obligations of such Person
evidenced by bonds, debentures, notes or simiariments, or upon which interest payments areomestily made, (c) all obligations
of such Person under conditional sale or other tétention agreements relating to property puethédy such Person (other than
customary reservations or retentions of title uratgeements with suppliers entered into in thenamgi course of business), (d) all
obligations of such Person issued or assumed afefeered purchase price of property or servicesh@ased by such Person (other than
trade debt incurred in the ordinary course of bessnand due within six months of the incurrenceetbfe which would appear as
liabilities on a balance sheet of such Persoral{@bligations of such Person under take-or-pagimilar arrangements or under
commodities agreements, (f) all indebtedness afrsthecured by (or for which the holder of suctebtddness has an existing right,
contingent or otherwise, to be secured by) any bienor payable out of the proceeds of productiomf property owned or acquired
such Person, whether or not the obligations sediexgby have been assumed, (g) all Guaranty Qlgigaof such Person, (h) the
principal portion of all obligations (whether ditamr contingent and inclusive of all costs and fagsociated with any Derivative
Exposure) of such Person under Capital Leasesl| @pligations of such Person in respect of irgerate swap, collar, cap or other
interest rate protection agreements, treasury Jaaigity forward contracts, foreign currency exaf@agreements, commodity purchase
or option agreements or other interest or exchaaigeor commodity price hedging agreements (inclgidbut not limited to, the
Hedging Agreements), (j) all obligations of suchig®a to repurchase any securities which repurcblbkgation is related to the
issuance thereof, (k) the maximum amount of aliditg letters of credit issued or bankers’ accemariacilities created for the account
of such Person and, without duplication, all drafswn thereunder (to the extent unreimbursedali(Preferred Capital Stock issued
such Person and required by the terms thereof tedeemed, or for which mandatory sinking fund pegts are due, by a fixed date,
(m) all other obligations of such Person under amgngement or financing structure classified dx (fer tax purposes) by any
nationally recognized rating agency, (n) the ppatiportion of all obligations of such Person fay ©ff Balance Sheet Liabilities and
(o) the indebtedness of any partnership or uniraraited joint venture in which such Person is a gngartner or a joint venturer.

“ Information” shall have the meaning given to such term iniSact1.14 hereof.

“ Interest Coverage Ratibmeans, with respect to the Consolidated Partiea consolidated basis for the twelve month period
ending on the last day of any fiscal quarter ofGlomsolidated Parties, the ratio of (a) AdjustedTHBA for such period to (b) Interest
Expense for such period.

“ Interest Expensémeans, for any period, the sum of (a) interegtemse (including, without limitation, the interesimponent
under Capital Leases and with respect to Off Bala®lweet Liabilities) of the Consolidated Partiesaawonsolidated basis for such
period, as determined in accordance with GAAP, fiisin amount equal to the aggregate of intergerese (including the interest
component under Capital Leases and with respentydDff Balance Sheet Liabilities), as determinedécordance with GAAP, of ea
Minority Interest Entity multiplied by the respeaai Minority Interest in each such entity; providétht the amount of any Facility Fees
paid by the Borrowers hereunder during any suclogeaonstituting “Interest Expense” for purposesho$ definition shall be equal to
(i) the total amount of such Facility Fees paidinigisuch period, less (ii) the Designated Amourthwéspect to such Facility Fees.

“ Interest Payment Datemeans (a) as to Base Rate Loans, the first d@aoh calendar month (as to interest through tHeoén
the prior calendar month) and the Maturity Date @das to Eurodollar Loans, the last day of egmtlieable Interest Period and the
Maturity Date, and in addition where the applicablgrest Period for a Eurodollar Loan is greabantthree months, then also the date
three months from the beginning of the Interesidélesind each three months thereafter.

“ Interest Period means (i) as to any Eurodollar Loan, a periodmé, two, three, six, nine or twelve months’ dunatfprovided
that a period of twelve months shall be deemedsad in connection with the term “Interest Peridd’be equal to 364 days and shall
only be available to the Borrowers to the extemtilable to each Lender), commencing in each caséhedate of the borrowing
(including continuations and conversions thereaf) @i) as to any Swingline Loan, a period commagdh each case on the date of the
borrowing and ending on the date agreed to by omeose of the Borrowers and the Swingline Lendeménordance with the

11



provisions of Section 2.4(b)(i) (such ending datamy event to be not more than three (3) BusiDags from the date of borrowing);
provided, however, (a) if any Interest Period would end on a dayolkhs not a Business Day, such Interest Period bhaxtended to
the next succeeding Business Day (except thakicdlse of Eurodollar Loans where the next succge®lisiness Day falls in the next
succeeding calendar month, then on the next pnegdlisiness Day), (b) no Interest Period shallrekteeyond the Maturity Date and
(c) in the case of Eurodollar Loans, where an ggePeriod begins on a day for which there is moarically corresponding day in the
calendar month in which the Interest Period isrtd, such Interest Period shall end on the lastriggsi Day of such calendar month.

“ Investment’ means any investment made in cash or by deligéproperty by any Consolidated Party (a) in angsBe, whether
by (i) acquisition of assets, shares of Capitatitinvestment Security, bonds, notes, debentpagnership, joint ventures or other
ownership interests or other securities of anydteos (i) any deposit with, or advance, loan drastextension of credit to, any Person
(other than deposits made in connection with thelmse of equipment or other assets in the ordicaulyse of business) or (iii) any
other capital contribution to or investment in siRgrson, including, without limitation, any Guasafitbligations (including any support
for a letter of credit issued on behalf of suchsBaj incurred for the benefit of such Person, dir(lany property.

“ Investment Security means “security” as defined in Section 2(1) o Becurities Act of 1933, as amended.
“ Issuing Lendef means Bank of America.
“Issuing Lender Fegsshall have the meaning assigned to such terneati@ 3.5(b)(ii).

“ Joinder Agreemeritmeans a Joinder Agreement substantially in thfof Exhibit 7.12hereto, executed and delivered by an
Additional Credit Party in accordance with the psians of Section 7.12.

“ Lender” means any of the Persons identified as a “Lendarthe signature pages hereto, and any Persoinwiay become a
Lender by way of assignment in accordance withteh@s hereof, together with their successors antifted assigns.

“ Letter of Credit” means the Existing Letters of Credit and anyelettf credit issued by the Issuing Lender for tbeoaint of any
Credit Party in accordance with the terms of Secia.

“ Letter of Credit Feé shall have the meaning assigned to such terneatiéh 3.5(b)(i).

“ Lien " means any mortgage, pledge, hypothecation, assgh deposit arrangement, security interest, ebcamnce, lien
(statutory or otherwise), preference, priority bage of any kind (including any agreement to gimg of the foregoing, any conditional
sale or other title retention agreement, any fivanor similar statement or notice filed under r@form Commercial Code as adopted
and in effect in the relevant jurisdiction or otlsémilar recording or notice statute, and any leagbe nature thereof).

“Loan” or “ Loans” means the Revolving Loans (or a portion of any Rerng Loan bearing interest at the Adjusted BasteRs
the Adjusted Eurodollar Rate and referred to asageBRate Loan or a Eurodollar Loan) and/or the G Loans, individually or
collectively, as appropriate.

“ LOC Commitment’ means the commitment of the Issuing Lender toadsetters of Credit in an aggregate face amouant
time outstanding (together with the amounts of angeimbursed drawings thereon) of up to the LOC @dted Amount.

“ LOC Committed Amount shall have the meaning assigned to such terneati@ 2.3.

“ LOC Documents means, with respect to any Letter of Credit, sLetter of Credit, any amendments thereto, any o@us
delivered in connection therewith, any applicatioarefor, and any agreements, instruments, guasuieother documents (whether
general in application or applicable only to
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such Letter of Credit) governing or providing forthe rights and obligations of the parties coneeror at risk or (ii) any collateral
security for such obligations.

“ LOC Obligations” means, at any time, the sum of (i) the maximunoant which is, or at any time thereafter may become
available to be drawn under Letters of Credit thetstanding, assuming compliance with all requinetsiéor drawings referred to in
such Letters of Credit ply§) the aggregate amount of all drawings undetédrstof Credit honored by the Issuing Lender but no
theretofore reimbursed by the Borrowers.

“ Material Adverse Effect means a material adverse effect on (i) the cdaomiffinancial or otherwise), operations, business,
assets, liabilities or prospects of the Consolid#&arties, taken as a whole, (ii) the ability of &redit Party to perform any material
obligation under the Credit Documents to whictsitiparty or (iii) the material rights and remediéthe Lenders under the Credit
Documents.

“ Materials of Environmental Conceifrmeans any gasoline or petroleum (including crailer any fraction thereof) or petroleum
products or any hazardous or toxic substances riglater wastes, defined or regulated as such imder any Environmental Laws,
including, without limitation, asbestos, polychlwated biphenyls and urea-formaldehyde insulation.

“ Maturity Date” means the date which is three (3) years fromGlusing Date.

“ Minority Interest” means the percentage of the Capital Stock or eitpaity interest owned by a Consolidated Party Mirgority
Interest Entity accounted for pursuant to the gguiethod of accounting under GAAP.

“ Minority Interest Entity” means any corporation, partnership, associajtnt venture or other entity in each case whichdsa
Consolidated Party and in which a ConsolidatedyRawsins, directly or indirectly, Capital Stock oryaother equity interest.

“ Moody's” means Moody’s Investors Service, Inc., or anycessor or assignee of the business of such compdhg business
of rating securities.

“ Multiemployer Plan’ means any employee benefit plan of the type dlesdrin Section 4001(a)(3) of ERISA, to which the
Borrower or any ERISA Affiliate makes or is obligdtto make contributions, or during the preceding plan years, has made or been
obligated to make contributions.

“ Negative Pledgé means a provision of any agreement (other thenGhedit Agreement or any other Credit Documetmd) t
prohibits the creation of any Lien on any assei@ B&rson; provideghowever, that an agreement that establishes a maximumahti
unsecured debt to unencumbered assets, or of seteipe to total assets, or that otherwise conditm®erson’s ability to encumber its
assets upon the maintenance of one or more spkditi®s that limit such Person’s ability to encuenlis assets but that do not
generally prohibit the encumbrance of its assetth@encumbrance of specific assets, shall nadtitate a “Negative Pledge” for
purposes of this Credit Agreement.

“ Net Asset Sales Proceetimeans, with respect to any Asset Disposition (otih@n an Asset Disposition qualifying as a likedk
exchange under Section 1031 of the Code), the gggeroceeds received by any Consolidated Padgsh or Cash Equivalents
(including payments in respect of deferred paynodtigations when received in the form of cash ostCRquivalents and including any
proceeds which are used by the applicable Congetid@arty to retire in whole or in part any Indelntess encumbering the property
sold) plusthe aggregate principal amount of any Indebtedersambering the property sold assumed by the psectad such property,
net of (i) direct costs (including, without limitanh, legal, accounting and investment banking feales commissions, transfer and
recording charges and taxes and other closing castemarily allocated to sellers), and (ii) tapegd or payable by the Consolidated
Parties as a result thereof after taking into antany reduction in consolidated tax liability diweavailable tax credits, deductions or
losses, any tax sharing arrangements and anyldistms to shareholders or partners otherwise aitbpursuant to the terms hereof; it
being understood that “Net Asset Sales Proceedd!l isiclude, without
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limitation and without duplication, any cash or B&xjuivalents received upon the sale or other ditipa of any non-cash
consideration received by any such Consolidatety Raany Asset Disposition.

“ Net Cash Proceedsaneans the aggregate cash proceeds received Iijotolidated Parties in respect of any Equitydssae,
net of (a) direct costs (including, without limitat, legal, accounting and investment banking feeb sales commissions) and (b) taxes
paid or payable as a result thereof; it being ustded that “Net Cash Proceedsiall include, without limitation, any cash recelugon
the sale or other disposition of any non-cash cmnation received by the Consolidated Parties ynExquity Issuance.

“ Net Income” means, for any period, the sum of (i) net incecluding extraordinary gains and losses andedltix effects
thereof) after taxes for such period of the Conkstétd Parties on a consolidated basis, as detatrimirezcordance with GAAP, plus (i)
without duplication, an amount equal to that pertatributable to Highwoods Realty of the line iteminority interests” relating to
operating partnership units for such period, aswhon the consolidated income statements of thes@utated Parties, plus (iii) witho
duplication, an amount equal to the aggregate binceme (excluding extraordinary gains and logsesrelated tax effects thereof)
after taxes for such period, as determined in alzoore with GAAP, of each Minority Interest Entityitiplied by the respective
Minority Interest of each such entity; providedwswver, that notwithstanding anything contained imet@ the contrary, (A) the
aggregate amount of gains resulting from Asset &xjpns of the Consolidated Parties and includetthé calculation of “Net Income”
shall not exceed $5,000,000 for any fiscal qugdeany portion thereof) included in the applicatédculation period (on a gross basis,
without netting for losses associated with othesedDispositions during such fiscal quarter or ather time during the applicable
calculation period); and (B) the aggregate amofifdsses resulting from Asset Dispositions of tt@néblidated Parties and included in
the calculation of “Net Income” shall not exceed&®,000 for any fiscal quarter (or any portionréwd) included in the applicable
calculation period (on a gross basis, without ngtfor gains associated with other Asset Dispas#tiduring such fiscal quarter or any
other time during the applicable calculation peyiod

“ Net Operating Incom& means, for any given period and with respect togiwgn Property or Properties, the amount equdkt)
the sum of (i) gross revenues attributable to furdperty or Properties for such period, 18840 the extent otherwise included in gross
revenues, interest income; b3 an amount equal to (i) operating expenses atliecto such Property or Properties (excluding any
management fees paid with respect to such PropeRyoperties), les@) to the extent included in the calculation gferating expense
(A) income taxes, (B) depreciation and amortizatemd (C) Interest Expense; in each case, provitiad, (i) all amounts included in t
above calculations shall be adjusted to accourdrigramounts attributable to any interests heldryyConsolidated Party in any
Minority Interest Entity and (ii) all amounts inclad in the above calculations and not otherwisestell to account for Outside Intere
shall be adjusted to deduct therefrom the proshtaie of such amounts allocable to Outside Intgrest

“ Non-Guarantor Subsidiari€smeans a collective reference to those Persoms fime to time listed on Schedule 1.1édtjached
hereto; and “ NorGuarantor Subsidiarymeans any one of such Persons; provided, thét scitedule shall be updated in accordance
with Section 6.13 hereof.

“ Non-Wholly-Owned Subsidiary means a Subsidiary of Highwoods Properties wigaiot a Wholly Owned Subsidiary.
“Note” or “ Notes” means the Revolving Notes and/or the SwinglingeNmdividually or collectively, as appropriate.

“ Notes Receivablé means, all promissory notes or other similar gdifions to pay money, whether secured or unsectivatare
not over thirty (30) days past due in which any®uaer, any Consolidated Party or any unconsolidaféliate has an interest.
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“ Notice of Borrowing” means a written notice of borrowing as requirgdSection 2.1(b)(i) or Section 2.4(b)(i) signeday
Responsible Officer and substantially in the forfnErhibit 2.1(b)(i)or Exhibit 2.4(b)(i), as applicable.

“ Notice of Extension/Conversidhmeans the written notice of extension or convarsn substantially the form of Exhibit 3,2s
required by Section 3.2 signed by a Responsible€xff

“ Off Balance Sheet LiabilitieSmeans, with respect to any Person, any (a) réyase obligation or liability, contingent or
otherwise, of such Person with respect to any adsoor notes receivable sold, transferred or otlsendisposed of by such Person, (b)
repurchase obligation or liability, contingent dherwise, of such Person with respect to proparggssets leased by such Person as
lessee and (c) obligations, contingent or otherwaésuch Person under any Synthetic Lease, taxtieh operating lease, off balance
sheet loan or similar off balance sheet financingach case, if the transaction giving rise tchsoigligation (i) is considered
Indebtedness for borrowed money for tax purposésshalassified as an Operating Lease, (ii) dogqamad is not required pursuant to
GAAP to) appear as a liability on the balance sbésuch Person, (iii) is a transaction pursuanttich a tenant does not take
possession of the leased property, or (iv) is sdéseated as a financing for GAAP or tax purposesexcluding from the forgoing
provisions of this definition any obligations oaliilities of any such Person as lessee under aryafipg Lease so long as the terms of
such Operating Lease do not require any payment oy behalf of such Person at the scheduled tetinimdate of such Operating
Lease, pursuant to a required purchase by or oalfb@hsuch Person of the property or assets stiljesuch Operating Lease, or under
any arrangements pursuant to which such Persomugiess or otherwise assures any other Person vélhe of the property or assets
subject to such Operating Lease.

“ Operating Leasé means, as applied to any Person, any lease {imguwithout limitation, leases which may be temated by
the lessee at any time) of any property (whethal personal or mixed) which is not a Capital Leatdeer than any such lease in which
that Person is the lessor.

“ Other TaxesS means such term as is defined in Section 3.11.

“ Qutside Interests means, at any time, interests in the Propertesl(as applicable, the cost thereof, Notes Releiwaith
respect thereto, Cash and Cash Equivalents helohnection therewith, the income, revenues, intengsense, taxes, depreciation and
amortization attributable thereto) owned by ergitieat are not Consolidated Parties.

“ Qutstanding Amount means (i) with respect to Loans on any date aipgregate outstanding principal amount thereof afte
giving effect to any borrowings and prepaymenteepayments of Revolving Loans, as the case magdog,ring on such date; and (ii)
with respect to any LOC Obligations on any date,amount of such LOC Obligations on such date gfieng effect to any extension
of any Letters of Credit occurring on such date ang other changes in the aggregate amount of @@ Qbligations as of such date,
including as a result of any reimbursements oftantding unpaid drawings under any Letters of Credény reductions in the
maximum amount available for drawing under Lett#r€redit taking effect on such date.

“ Participation Interest means, a purchase by a Lender of a participati@ny Letters of Credit or LOC Obligations as pdad
in Section 2.3(c), in Swingline Loans as provide®ection 2.4(b)(iii) or in any Loans as providadsiection 3.14.

“ PBGC" means the Pension Benefit Guaranty Corporation.

“ Pension Plari means any “employee pension benefit plan” (ahsaom is defined in Section 3(2) of ERISA), othiean a
Multiemployer Plan, that is subject to Title IV BRISA and is sponsored or maintained by any Credity or any ERISA Affiliate or t
which any Credit Party or any ERISA Affiliate coibutes or has an obligation to contribute, or ia tlase of a multiple employer or
other plan described in Section 4064(a) of ERIS#s imade contributions at any time during the imietetlf preceding five plan years.
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“ Permitted Investmentsmeans Investments which are (i) cash and CaslivElgnts; (ii) Investments existing on the Closing
Date and set forth on Schedule 1.Z(@)) Investments by any Credit Party in any WigdDwned Subsidiary that is a Credit Party; (iv)
Investments in any Wholly Owned Subsidiary whickoiecome a Credit Party pursuant to the terngeofion 7.12 so long as such
Wholly Owned Subsidiary becomes a Credit Partyctoadance with the requirements of Section 7.1ptnwestments by any Credit
Party in any Preferred Stock Subsidiary or any Wholvned Subsidiary of a Preferred Stock Subsidi@ny Investments by any Credit
Party in any Property owned by such Credit Partyiarany personal property incidental to such Priypévii) Investments in vehicles,
furniture, fixtures and other personal propertyuding supplies and other similar inventory purathby any Credit Party and used in
such Consolidated Party’s ordinary course of bissingriii) Investments permitted by Sections 7.11(), (m) and (n); and (ix)
Investments in Subsidiaries which are not Crediti®aas a result of the application of the lasteece of Section 7.12 hereof.

“ Person” means any individual, partnership, joint ventdiemn, corporation, limited liability company, assation, trust or other
enterprise (whether or not incorporated) or any&Bomental Authority.

“ Plan” means any “employee benefit plan” (as such texefined in Section 3(3) of ERISA) establishedahy Credit Party or,
with respect to any such plan that is subject wiSe 412 of the Code or Title IV of ERISA, any B3N Affiliate.

“ Preferred Stock Subsidiafyany entity (i) in which a Credit Party owns aa#t 90% of the Capital Stock but less than 10%ef t
Voting Stock and (ii) with respect to which therRipal Borrower certifies in writing to the Admimiative Agent that such entity was
formed with such an ownership structure such tisahtome would not adversely affect the qualifmatof Highwoods Properties status
as a REIT.

“ Prime Rate’ means the per annum rate of interest establifioed time to time by Bank of America as its prinaée, which rate
may not be the lowest rate of interest charged d&ykBf America to its customers.

“ Principal Borrower’ means Highwoods Properties.

“ Pro Forma Compliance Certificataneans a certificate of an officer of the PrindiBarrower delivered to the Administrative
Agent in connection with an Asset Disposition andtaining reasonably detailed calculations, upaingieffect to the applicable
transaction on a pro forma basis, of the finanmiaenants set forth in Section 7.11.

“ Pro Rata Shareémeans as to each Lender, with respect to sucdéresmRevolving Commitment at any time, a fraction
(expressed as a percentage, carried out to thie aditimal place), the numerator of which is the amof the Revolving Commitment
of such Lender at such time and the denominatamath is the amount of the Revolving Committed Ambat such time; providetthat
if the Commitment of each Lender to make Loanstapdbligation of the Issuing Lender to issue Lrsttef Credit have been termina
pursuant to the terms of this Credit Agreement) tihe Pro Rata Share of such Lender shall be detediased on the percentage o
Total Outstandings held by such Lender as of the dicalculation (after giving effect to any sutpsent assignments made pursuant to
the terms hereof).

“ Properties’ means all interests in real property (directradifect), together with all improvements thereonned by the
Borrower, any Consolidated Party or any unconstéidaffiliates thereof and “Property” means any ohthem.

“ Properties Under Developmehmeans Properties, the primary purpose of which [setleased in the ordinary course of busi
and on which any Borrower, any Consolidated Partgny unconsolidated affiliate thereof has commdrammnstruction of a building or
other improvements; providetat any such Property will no longer be consider&toperty Under Development when, (i) seventg-fiv
percent (75%) of the gross leasable space to ltained therein upon completion in accordance widntexisting plans and
specifications with respect to such Property isup@ed by tenants under fully executed leases, iiclhwtase such Property shall be
considered a Transition Property or (ii) prior tibstantial completion of the
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construction work with respect to property, suchstouction work has ceased for a period of 30 dayshich case such Property shall
be considered Speculative Land until such timeoasttuction has resumed; providefdirtherthat, notwithstanding the foregoing
definition, Properties qualifying as Highwoods Feme® Properties shall not be considered “Propetdieder Development” for purposes
of this Agreement.

“ Quarterly Stock Repurchase/Joinder Stateri@means a certificate, prepared on a quarterlysdagithe Principal Borrower,
setting forth (a) the classes, number and valumnygfshares or other evidences of Capital StockePrincipal Borrower purchased,
redeemed, retired or otherwise acquired for vajuthb Principal Borrower during the immediately geding fiscal quarter, and the tc
amount paid for such Capital Stock, (b) detailedwdations for (i) gross asset sales proceeds aidANset Sales Proceeds from (A)
Asset Dispositions not involving Speculative Lamdi §B) Asset Dispositions of Speculative Land, actecase for the immediately
preceding fiscal quarter, and (ii) the amountslab#e, based on the calculations done in conneatitmclause (i), for the purchase,
redemption, retirement or acquisition of Capitalcktof the Principal Borrower for such quarter manst to Section 7.11(1) hereof, (i}
list of assets sold during the preceding quarténéoextent that the proceeds from the sale of agshts are used in the calculations
made in clause (ii) hereof, (iv) a projection opegted Asset Dispositions for the four fiscal geerfollowing the quarter referenced in
clauses (i) through (iii) on a quarter by quartesib, and (v) a list of all Subsidiaries acquiredreated during the immediately
preceding fiscal quarter, together with a schediithe assets owned by each such Subsidiary.

“ Register” shall have the meaning given such term in Sectibi3(c).

“ Regulation O, T, U, or X means Regulation O, T, U or X, respectively, o Board of Governors of the Federal Reserve
System as from time to time in effect and any sssoeto all or a portion thereof.

“ REIT " means a real estate investment trust as defim&gctions 856-860 of the Code.

“ Releas€ means any spilling, leaking, pumping, pouring,itiimg, emptying, discharging, injecting, escapiteching, dumping
or disposing into the environment (including theatbonment or discarding of barrels, containersaiher closed receptacles contain
any Materials of Environmental Concern).

“ Reportable Event means any of the events set forth in Section 44& ERISA, other than events for which the 39 datice
period has been waived.

“ Required LenderS means, at any time, Lenders which are then ingl@nce with their obligations hereunder (as detret by
the Administrative Agent) and holding in the aggrtegat least sixty-six and two-thirds percent (8@ of (i) the Revolving
Commitments (and Participation Interests therein()ipif the Commitments have been terminated,dh&standing Loans and
Participation Interests (including the Participatlaterests of the Issuing Lender in any Letter€dit).

“ Requirement of Law means, as to any Person, the certificate of mo@tion and by-laws or other organizational oreyoing
documents of such Person, and any law, treaty orulegulation or determination of an arbitratomarourt or other Governmental
Authority, in each case applicable to or bindingmiguch Person or any of its material propertyligext.

“ Responsible Officet means, (i) with respect to Highwoods Propert@arman J. Liuzzo, Mack D. Pridgen, Ill, Ronald P.
Gibson and Edward J. Fritsch, and any other persdified by one of the foregoing individuals or tiyrporate resolution of Highwoo
Properties to the Administrative Agent as authatitesign the forms and notices required hereidighwoods Properties and (ii) with
respect to the other Credit Parties, the generahg@a president, chief operating officer, chiefdincial officer, secretary and each vice
president thereof.

“ Restricted Paymeritmeans (i) any dividend or other distribution,etit or indirect, on account of any shares of aagsbf
Capital Stock of any Consolidated Party, now oehéer outstanding (including any payment of dividie by Highwoods Properties
necessary to retain its status as a REIT or to theddistribution requirements of Section 857 & @ode and any distributions by
Highwoods Realty to
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Highwoods Properties necessary to allow Highwoaog&ties to maintain its status as a REIT or tetntige distribution requirements
of Section 857 of the Code), (ii) any redemptiaiirement, sinking fund or similar payment, pur@asother acquisition for value,
direct or indirect, of any shares of any class apial Stock of any Consolidated Party, now or hftez outstanding and (iii) any
payment made to retire, or to obtain the surrenfleany outstanding warrants, options or othertsdgh acquire shares of any class of
Capital Stock of any Consolidated Party, now oehéer outstanding; providechowever, that none of the following shall be deeme
be a Restricted Payment:

(A) any distribution by Highwoods Properties to ti@ders of its Capital Stock consisting of share€apital Stock or right
to acquire its Capital Stock;

(B) the redemption by Highwoods Realty of the Calpitock of Highwoods Realty upon the demand oblddr thereof as
required by the Highwoods Realty Limited Partnggshgreement;

(C) the purchase by Highwoods Realty or HighwoodpErties of the Capital Stock of either of thent@mnection with the
net or “cashless exercise” of warrants or options;

(D) any distribution by a Consolidated Party to AadNy Owned Subsidiary other than a Non-Guarantdrsiiary;
(E) any distribution by a Subsidiary of HighwoodsdRy to its parent or to Highwoods Realty;

(F) purchases, redemptions, retirements or otlearisitions of the Capital Stock of the PrincipalrBaver in accordance
with Section 7.11(1);

(G) amounts distributed in compliance with Secfioi¥.

“ Revolving Commitment means, with respect to each Lender, the commitraesuch Lender in an aggregate principal amount
at any time outstanding of up to such Lender’s Cament Percentage of the Revolving Committed Amp(ipto make Revolving
Loans in accordance with the provisions of Secfidifa), (ii) to purchase Participation Interest&étters of Credit in accordance with
the provisions of Section 2.3(c), and (iii) to pheise Participation Interests in the Swingline Laareccordance with the provisions of
Section 2.4(b)(iii).

“ Revolving Committed Amourit shall have the meaning assigned to such terneati& 2.1(a).

“ Revolving Loans’ shall have the meaning assigned to such terneati& 2.1(a).

“ Revolving Note” or “ Revolving Notes' means the promissory notes of the Borrowers inrfaf@ach of the Lenders evidenc
the Revolving Loans provided pursuant to Sectidited, individually or collectively, as appropriates such promissory notes may be
amended, modified, restated, supplemented, exteneleewed or replaced from time to time.

“ S&P " means Standard & Poor’s Ratings Group, a divisibhicGraw Hill, Inc., or any successor or assignéthe business of
such division in the business of rating securities.

“ Scheduled Funded Debt Paymehtaeans, for a given period, the sum of (a) allexsified payments of principal on Funded
Indebtedness for the Consolidated Parties on aotidated basis for the applicable period endingwch date (including the principal
component of payments due on Capital Leases dthisngpplicable period), plys) an amount equal to the aggregate of all scleedul
payments of principal on Funded Indebtedness foin &&inority Interest Entity for the applicable padi(including the principal
component of payments due on Capital Leases dthiangpplicable period) multiplied by the respectii@ority Interest of each such
entity, plus(c) the amount, if any, by which (i) the aggregatgments made by the Consolidated
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Parties during such period as a result of any abibgs meeting the criteria set forth in clausé ¢iithe definition of “Guaranty
Obligations” contained herein, exceeds (ii) $4,800; it being understood that Scheduled Funded Bapiments shall not include any

one-time “bullet”, “lump sum” or “balloon” paymenthie on the maturity date of Funded Indebtedness.

“ Secured Debt means, for any given calculation date, the tatgregate principal amount of any Indebtednes(dtan
Indebtedness incurred hereunder) of the Consotid@teties, on a consolidated basis, that is (ajreddn any manner by any Lien or
entitled to the benefit of a Negative Pledge. Inddhess in respect of obligations under any CapitalLease shall not be deemed to be
Secured Debt. For clarification purposes, (i) angacured guaranty given by any Consolidated Péddgaured indebtedness of a Pe
who is not a Consolidated Party constitutes Unsetrebt of such Consolidated Party giving the guigrii) any unsecured guaranty
given by any Consolidated Party of the securedhtatiess of another Consolidated Party constithteSecured Debt of the
Consolidated Party directly incurring the secursdebtedness and shall not be calculated as ptré dhdebtedness (either Secured or
Unsecured) of such Consolidated Party giving thergpty (except to the extent that the relevantutation does not otherwise account
for the Indebtedness of the Consolidated Partycthréncurring the underlying secured indebtednessyhich case it shall constitute the
Unsecured Debt of the Consolidated Party givinggineranty), (iii) any unsecured guaranty given by @onsolidated Party of the
unsecured indebtedness of a Person who is not soideited Party constitutes the Unsecured Debudf €onsolidated Party giving 1
guaranty, (iv) any unsecured guaranty given by@omgsolidated Party of the unsecured Indebtedneasather Consolidated Party
constitutes the Unsecured Debt of the ConsolidBtty directly incurring such Indebtedness andl stwdlbe calculated as part of the
Indebtedness (either Secured or Unsecured) of GooBolidated Party giving the guaranty (excepheoextent that the relevant
calculation does not otherwise account for the Iteldness of the Consolidated Party directly inagrthe underlying unsecured
indebtedness, in which case it shall constitutd_thsecured Debt of the Consolidated Party givieggbaranty), (v) any secured
guaranty given by any Consolidated Party of secimdebtedness of a Person who is not a Consolidaety constitutes Secured Debt
of such Consolidated Party giving the guaranty), #my secured guaranty given by any Consolidatety Bathe secured indebtednes:
another Consolidated Party constitutes the Seddedd of the Consolidated Party directly incurrihg secured indebtedness and shall
not be calculated as part of the IndebtednessefeBacured or Unsecured) of such Consolidated Bavityg the guaranty (except to the
extent that the relevant calculation does not etlsr account for the Indebtedness of the ConselitiBarty directly incurring the
underlying secured indebtedness, in which cadwait sonstitute the Secured Debt of the Consolii&arty giving the guaranty), (vii)
any secured guaranty given by any Consolidated/Bathe unsecured indebtedness of a Person winat i@ Consolidated Party
constitutes the Secured Debt of such Consolidadety Biving the guaranty, and (viii) any secure@ugunty given by any Consolidated
Party of the unsecured Indebtedness of anotherdlidated Party constitutes the Secured Debt of Simtsolidated Party giving the
guaranty and shall not be calculated as part ofrttiebtedness (either Secured or Unsecured) d@timsolidated Party directly incurri
such Indebtedness (except to the extent that tears calculation does not otherwise accountHerlhdebtedness of such Consolid:
Party giving the guaranty, in which case it shalstitute the Unsecured Debt of the ConsolidatetyRérectly incurring the underlyin
unsecured indebtedness).

“ Sole Book Managet shall have the meaning assigned to such term ihehding hereof, together with any successorssigras
“ Sole Lead Arranget shall have the meaning assigned to such term ihehding hereof, together with any successorsigras

“ Solvent” or “ Solvency” means, with respect to any Person as of a péaticiate, that on such date (i) such Person istable
realize upon its assets and pay its debts and ligihdities, contingent obligations and other coitments as they mature in the normal
course of business, (ii) such Person does notdrterand does not believe that it will, incur debt liabilities beyond such Person’s
ability to pay as such debts and liabilities maiartheir ordinary course, (iii) such Person is eangjaged in a business or a transaction,
and is not about to engage in a business or aattton, for which such Person’s property would dibut® unreasonably small capital
after giving due consideration to the prevailinggtice in the industry in which
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such Person is engaged or is to engage, (iv) thedtue of the property of such Person is gretitan the total amount of liabilities,
including, without limitation, contingent liabilgs, of such Person and (v) the present fair saletle of the assets of such Person is
less than the amount that will be required to eyprobable liability of such Person on its delstth@y become absolute and matured.
In computing the amount of contingent liabilitigsaay time, it is intended that such liabilitiedlveie computed at the amount which, in
light of all the facts and circumstances existihguch time, represents the amount that can rebgoba expected to become an actual
or matured liability.

“ Speculative Land means, at any given time, all land owned by anyr8wver, any Consolidated Party or any unconsatidat
affiliate thereof that has not been developed anbt currently being developed.

“ StraightLining of Rents’ means, with respect to any lease, the methodtiglwent received with respect to such lease is
considered earned equally over the term of sudeldaspite the existence of (i) any free rent perimder such lease and (ii) any rent
step-up provisions under such lease.

“ Subsidiary” means, as to any Person, (a) any corporation rhare50% of whose Capital Stock of any class orselséaving b
the terms thereof ordinary voting power to elentagority of the directors of such corporation (#pective of whether or not at the time,
any class or classes of such corporation shall baweight have voting power by reason of the hapyeof any contingency) is at the
time owned by such Person directly or indirectiyotigh Subsidiaries, and (b) any partnership, aatoni joint venture or other entity
which such Person directly or indirectly throughSidiaries has more than 50% equity interest atiamg.

“ Supermajority L enderSmeans at any time, Lenders which are then in d@ampe with their obligations hereunder (as
determined by the Administrative Agent) and holdimghe aggregate at least seventy-five percerdof#i (i) the Revolving
Commitments (and Participation Interests therein()ipif the Commitments have been terminated, dbéstanding Loans and
Participation Interests (including the Participatlaterests of the Issuing Lender in any Letter€dit).

“ Swingline Commitment means the commitment of the Swingline Lender ttkenSwingline Loans in an aggregate principal
amount at any time outstanding of up to the SwirglCommitted Amount.

“ Swingline Committed Amourit shall have the meaning assigned to such terneatiéh 2.4(a).
“ Swingline Lender’ means Bank of America.
“ Swingline Loan” shall have the meaning assigned to such terneati@ 2.4(a).

“ Swingline Note” means the promissory note of the Borrowers irofaxf the Swingline Lender evidencing the Swinglieans
provided pursuant to Section 2.4(d), as such preonysnote may be amended, modified, restated, sompited, extended, renewed or
replaced from time to time.

“ Syndication Agent shall have the meaning set forth in the firstgmmaph of this Credit Agreement, together with angcessor
or assigns.

“ Syndication Lettef means that certain syndication letter agreematedias of March 24, 2003 by and among the Borraiver
Administrative Agent and the Arranger.

“ Synthetic Leasé means any synthetic lease, tax retention opegd¢iase, off-balance sheet loan or similar off-be¢asheet
financing product where such transaction is comsi®orrowed money indebtedness for tax purposes folassified as an Operating
Lease for GAAP purposes.

“ TangibleNet Worth” means, as of any date, the sum of (i) sharehsléguity or net worth of the Consolidated Partiasa
consolidated basis, pl$) an amount equal to that portion attributaldéHighwoods Realty of the line item “minority inésts”, as
shown on the consolidated balance sheet of Highs/ood
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Properties, lesgii) all intangible assets of the Consolidatedtiaron a consolidated basis, in each case asvatst in accordance
with GAAP.

“ Taxes” means such term as is defined in Section 3.11.
“ Third Debt Rating’ means the unsecured long term debt rating frarhied Rating Agency.

“ Third Rating Agency means a nationally recognized rating agency (ath@n S&P or Moody’s) reasonably satisfactoryhe t
Administrative Agent.

“ TL/TA Ratio " means, as of any date of calculation, the ratif)drotal Liabilities to (ii) Total Assets.

“ Total Assets’ means the sum of, without duplication, (a) thgragiate Annualized Adjusted NOI of all Propertizsemt
Properties that are Speculative Land, Acquired &ntggs, Highwoods Preserve Properties, PropertieelUDevelopment or Transition
Properties, divided by the Capitalization Ratesyh) the aggregate value of all Acquired Propeiesost; plugc) the aggregate value
of all Speculative Land at cost; pl(d) the aggregate value of all Properties Underdlgyment at cost; plug) the aggregate value of
all Transition Properties at cost; plffscash and Cash Equivalents held by the Borrawemy Consolidated Party (including, without
duplication, the pro rata share of any cash andh Easlivalents held by any Minority Interest Entithich are attributable to any
Minority Interests); plugg) Notes Receivable; plyk) the aggregate value of the Highwoods Presemvpdrties based on (i) prior to t
date on which seventy-five percent (75.0%) of thasg leasable space contained in such Properéescatpied by tenants under valid
and effective leases, one hundred percent (10000%g appraised value of such Properties (as thkemappraisals in form and
substance acceptable to the Administrative Agedtissued by appraisers acceptable to the Admitigtragent, in its reasonable
discretion); and (i) following such date, the agggite Annualized Adjusted NOI of such Propertie®ddid by the Capitalization Rate;
provided, that, in each case, all of the above ansoniot otherwise adjusted to account for Outsiderésts shall be adjusted to deduct
therefrom the pro rata share of such amounts dlleda the Outside Interests.

“ Total Liabilities” means the sum of (i) total liabilities of the Gafidated Parties on a consolidated basis, asndeted in
accordance with GAAP, ply§) an amount equal to the aggregate of totaliliidéds, as determined in accordance with GAAPeath
Minority Interest Entity multiplied by the respeai Minority Interest of each such entity plii§ without duplication, the Indebtedness
of the Consolidated Parties on a consolidated lphss{iv) without duplication, the aggregate of Indebiteds of each Minority Interest
Entity multiplied by the respective Minority Intesteof each such entity; provided, that in each cal$ef the above amounts not
otherwise adjusted to account for Outside Interglstdl be adjusted to deduct therefrom the proghatae of such amounts allocable to
the Outside Interests (except to the extent angiCRarty would be legally liable for the full ammuof such liabilities).

“ Total Outstanding$ means, as of any calculation date, the aggreQatstanding Amount of (i) all Loans; and (ii) alDIC
Obligations as of such date.

“ Transition Property means a Property which has ceased to be a Pyogeder Development pursuant to subsection (ihef t
definition thereof; provided that such Propertylsha considered a Transition Property until suoietas (i) seventy-five percent (75%)
of the gross leasable space to be contained thieasibeen occupied by tenants under fully exedatess for an entire calendar qual
in which case such Property shall thereafter datratts be considered only a “Property” (and notan§ition Property, Property Under
Development, CIP Property, Speculative Land or AgglProperty) or (ii) less than seventy-five peitcd@5%) of the gross leasable
space to be contained therein is occupied by tenarder fully executed leases, in which case suchdrty shall be considered a
Property Under Development and shall again be stiijethe provisions set forth in the definitionseich term; providedhoweverthat,
notwithstanding the foregoing definition, Propestopialifying as Highwoods Preserve Properties stadlbe considered “Transition
Properties” for purposes of this Credit Agreement.

21



“ Unencumbered Assetsneans the sum of, without duplication:

(a) the aggregate Annualized Adjusted NOI of afiferties wholly owned directly by the Borrowersamy Wholly Owned
Subsidiary which is a Credit Party except Propsttiwt are Speculative Land, Acquired PropertiéghWoods Preserve
Properties, Properties Under Development or TramsRroperties, (i) that are operating and genemtenues from third parties
and (ii) that are not subject to any Liens; dividgtthe Capitalization Rate; plus

(b) the aggregate value at cost of all AcquiredpBrties wholly owned directly by the Borrowers ayaVholly Owned
Subsidiary which is a Credit Party (i) that arergpieg and generate revenues from third partiegi#nthat are not subject to any
Liens; plus

(c) the aggregate value at cost of all Propertieddd Development wholly owned directly by the Bevess or any Wholly
Owned Subsidiary which is a Credit Party that doqu@lify as CIP Properties that are not subjeetrty Liens;_plus

(d) the aggregate value at cost of all TransiticopPBrties wholly owned directly by the Borrowersaory Wholly Owned
Subsidiary which is a Credit Party that are nofecttto any Liens; plus

(e) the aggregate value at cost of all CIP Propektiholly owned directly by the Borrowers or any &Ny Owned Subsidiar
which is a Credit Party that are not subject to kieys; provided, however, that if the aggregateeaf such CIP Properties
exceeds five percent (5%) of the aggregate amalatiated under subsections (a), (b), (c) and {dhis definition, the value of
such CIP Properties in excess of five percent (6P)e aggregate amount calculated under such stidnse (a), (b), (c), (d) and
(9) of this definition shall be excluded in the elaination of Unencumbered Assets hereunder; plus

(f) the aggregate value of the Highwoods Preserepdtties based on (i) prior to the date on whilresty-five percent
(75.0%) of the gross leasable space containedcim Btoperties are occupied by tenants under vaticeffective leases, one
hundred percent (100.0%) of the appraised valgict Properties (as taken from appraisals in farthsabstance acceptable to
the Administrative Agent and issued by appraiseceptable to the Administrative Agent, in its rezeune discretion); and (ii)
following such date, the aggregate Annualized AjdNOI of such Properties, divided by the Capitition Rate; plus

(g9) cash and Cash Equivalents held directly byBibeowers or any Wholly Owned Subsidiary which i€r@dit Party;
in each case to the extent such Properties and adsets are not subject to any Liens. Notwithstenthe foregoing, if the

aggregate value of the Properties Under Developnieansition Properties and CIP Properties caledlg@ursuant to subsections (c),
and (e) of this definition exceeds twenty perc@08) of the aggregate amount calculated under stibae (a), (b), (c), (d), (e) and (g)
of this definition, then the amount of such aggtegalue in excess of such twenty percent (20%) beaexcluded in the determination
of Unencumbered Assets hereunder.

For purposes of this definition, a Property beinguared by a Borrower or a Wholly Owned Subsidiasing the “safe harbor

parking” or “reverse exchange” provisions of IRS/Reroc. 2000-37 will be considered to be whollyned directly by a Borrower or a
Wholly Owned Subsidiary notwithstanding the fadttlegal title to such Property is vested in adtiparty so long as (i) such Borrower
or Wholly Owned Subsidiary, as the case may beahabsolute right to acquire such Property froohghird party, (ii) any note
receivable and any cash balance still to be pduithesuch Borrower or Wholly Owned Subsidiary wigspect to any credit extended
by such Person to the third party holding
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legal title to the applicable Property is not irdgd in the Total Assets of such Borrower or Wha@lkyned Subsidiary and (iii) to the
extent such Property is not the subject of a sleddteverse 1031 exchange” transaction pursuaséttion 1031 of the Code and IRS
Rev. Proc. 2000-37 within the time limits estabdidlpursuant thereto, such Property will becomeptbperty of the applicable
Borrower or Wholly Owned Subsidiary without theidety by such Person of additional consideraticarefor.

“ Unfunded Pension Liability means the excess of a Pension Plan’s benefititiab under Section 4001(a)(16) of ERISA, over
the current value of that Pension Pkassets, determined in accordance with the asgamaptsed for funding the Pension Plan purs
to Section 412 of the Code for the applicable pear.

“ Unsecured Debt means, for any given calculation date, the tatgiregate principal amount of Indebtedness of tiesGlidated
Parties, on a consolidated basis, that is not 8dddebt, including all Indebtedness in respecthifations under any Capitalized
Leases; it being understood that Unsecured Deltitradtanclude principal amounts available to bawln (but not drawn) under
outstanding commitments. For clarification purpeggsany unsecured guaranty given by any Constdai®arty of secured
indebtedness of a Person who is not a Consolidaety constitutes Unsecured Debt of such ConseliBarty giving the guaranty, (ii)
any unsecured guaranty given by any Consolidatety Bathe secured indebtedness of another CoretelidParty constitutes the
Secured Debt of the Consolidated Party directluiiring the secured indebtedness and shall notlbelated as part of the Indebtedness
(either Secured or Unsecured) of such Consolidasaty giving the guaranty (except to the extent tha relevant calculation does not
otherwise account for the Indebtedness of the Qmladed Party directly incurring the underlying sesd indebtedness, in which case it
shall constitute the Unsecured Debt of the Conateid Party giving the guaranty), (iii) any unsedugearanty given by any
Consolidated Party of the unsecured indebtednea$efson who is not a Consolidated Party conssitilite Unsecured Debt of such
Consolidated Party giving the guaranty, (iv) angecured guaranty given by any Consolidated Partigeofinsecured Indebtedness of
another Consolidated Party constitutes the Unsddbebt of the Consolidated Party directly incurrsugh Indebtedness and shall not
be calculated as part of the Indebtedness (eitaeur8d or Unsecured) of such Consolidated Paripgihe guaranty (except to the
extent that the relevant calculation does not etlsr account for the Indebtedness of the Conse@litiRarty directly incurring the
underlying unsecured indebtedness, in which casteait constitute the Unsecured Debt of the Codatdid Party giving the guaranty),
(v) any secured guaranty given by any ConsolidR@dy of secured indebtedness of a Person wha is @onsolidated Party
constitutes Secured Debt of such Consolidated Bartyg the guaranty, (vi) any secured guarantegitey any Consolidated Party of
the secured indebtedness of another Consolidatty demstitutes the Secured Debt of the Consoldi&arty directly incurring the
secured indebtedness and shall not be calculatedrasf the Indebtedness (either Secured or Umsdfof such Consolidated Party
giving the guaranty (except to the extent thatréievant calculation does not otherwise accounttferindebtedness of the Consolidated
Party directly incurring the underlying securedehtkdness, in which case it shall constitute thei®el Debt of the Consolidated Party
giving the guaranty), (vii) any secured guarantyegiby any Consolidated Party of the unsecureditedimess of a Person who is not a
Consolidated Party constitutes the Secured Debticti Consolidated Party giving the guaranty, aiig) &ny secured guaranty given by
any Consolidated Party of the unsecured Indebtedofesnother Consolidated Party constitutes their@edDebt of such Consolidated
Party giving the guaranty and shall not be caledats part of the Indebtedness (either Securedchsedured) of the Consolidated Party
directly incurring such Indebtedness (except toetkient that the relevant calculation does notrettse account for the Indebtedness of
such Consolidated Party giving the guaranty, inclltase it shall constitute the Unsecured Deth@fQonsolidated Party directly
incurring the underlying unsecured indebtedness) pirposes of calculating the financial covenantstained herein, obligations of ¢
Consolidated Party pursuant to the terms of anteLef Credit shall be treated in the same manser guaranty to the extent the
purpose of such Letter of Credit is to credit erdeaother debt of any Consolidated Party. Furthatryithstanding anything to the
contrary contained in the foregoing, if an obligatof the Consolidated Parties is included in thlewdation of the Indebtedness of the
Consolidated Parties solely as a result of suclgatibn’s being deemed a “Guaranty Obligatiguirsuant to clause (iv) of the definiti
of Guaranty Obligations contained herein, suchgattion
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shall not be included in the determination of ttenéblidated Parties’ Unsecured Debt (A) if the Adiistrative Agent has received
evidence that the applicable Consolidated Pantyamtaining adequate and reasonable cash reseweal€ulated through the use of a
methodology acceptable to the Administrative Agerits discretion) with respect to such obligatiorsegregated accounts which,
during the existence of such obligation, will beessible only for the purpose of satisfying sucligaltion in the event of a Consolida
Party’s being subject to liability therefor; or (B) the extent the aggregate amount of the obtigatexcluded pursuant to this sentence
(exclusive of obligations excluded pursuant to s&a(A) above) is, as of any date of calculatioma¢gr less than the lesser of (1)
$50,000,000.00 and (2) 2.5% of Unencumbered Assets such date.

“ Unsecured Long Term Debt Ratifigneans with respect to Highwoods Properties (§uath time that Highwoods Properties
maintains an unsecured long term debt rating fraohef Moody’s, S&P and the Third Rating Agencyg tbwer of the two highest of
such publicly announced ratings for the unsecusad term debt rating of Highwoods Properties,dfisuch time that Highwoods
Properties maintains an unsecured long term déhgricom only two (2) of the above-referenced ages (one of which must be
Moody’s or S&P), the lower of the publicly annoudaatings from each such agency for the unsecuregi term debt rating of
Highwoods Properties or (iii) at such time that Iiighods Properties fails to maintain an unsecured term debt rating from at least
two (2) of the above-referenced agencies (one aélwmust be Moody or S&P), the unsecured long term debt ratingwedent to BB
from S&P and Bal from Moody's.

“Voting Stock” means, with respect to any Person, Capital Stemked by such Person the holders of which areantiy, in the
absence of contingencies, entitled to vote forelleetion of directors (or persons performing similanctions) of such Person, even
though the right so to vote has been suspendeldeblyappening of such a contingency.

“ Wholly Owned Subsidiary means, (a) with respect to Highwoods Realty, dingct or indirect Subsidiary of Highwoods Realty
100% of whose Voting Stock is owned by (i) HighwedrRkalty, (ii) Highwoods Realty and Highwoods Prtips, or (iii) Highwoods
Realty and one or more of Highwoods Propertieshotteer Wholly Owned Subsidiary of Highwoods Realiyd (b) with respect to
Highwoods Properties, (i) Highwoods Realty, (iiyaWholly Owned Subsidiary of Highwoods Realty, i) @ny direct or indirect
Subsidiary of Highwoods Properties 100% of whoséngpStock is owned by Highwoods Properties or bg or more of Highwoods
Realty and a Wholly Owned Subsidiary of HighwoodsaRy.

“ 2000 Credit Agreemeritshall have the meaning given that term in thstfparagraph of this Agreement.

1.2 Computation of Time Periods

For purposes of computation of periods of time teder, the word “from” means “from and includingicathe words “to” and “until”
each mean “to but excluding.”

1.3 Accounting Terms.

Except as otherwise expressly provided hereirgalbunting terms used herein shall be interpreted all financial statements and
certificates and reports as to financial mattegsiired to be delivered to the Lenders hereunddt sbgrepared, in accordance with GAAP
applied on a consistent basis. All calculations enfad the purposes of determining compliance with Credit Agreement shall (except as
otherwise expressly provided herein) be made biicgtjpn of GAAP applied on a basis consistent with most recent annual or quarterly
financial statements delivered pursuant to Sectidn(or, prior to the delivery of the first finaatistatements pursuant to Section 7.1,
consistent with the financial statements deliveref , pursuant to the terms of the 2000 Credit Agreerfarthe calendar
quarter ending on December 31, 2002); provideowever, if (a) the Principal Borrower shall object to elehining such compliance on such
basis at the time of delivery of such financiatestaents due to any change in GAAP or the rules phopated with respect thereto or (b) the
Administrative Agent or the Required Lenders shalbbject in writing within 30 days after delivesfysuch financial statements, then such
calculations shall be made on a
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basis consistent with the most recent financiaestants delivered by the Principal Borrower toltkaders as to which no such objection
shall have been made.

1.4 Calculation of Values.

To the extent any calculation of the value of anyperty contained herein is based on the appraiakegt of such Property, the
Administrative Agent shall have the right, in iisatetion (or at the request of the Required Les)dir obtain, in addition to any appraisals
obtained on or prior to the date hereof, additi@pgraisals with respect to each such Propertynooé than once every twelve (12) calendar
months after the date hereof, and such cost of addhional appraisals shall be paid by Borroweth®Administrative Agent on demand
pursuant to Section 11.5 hereof.

SECTION 2
CREDIT FACILITIES

2.1 Revolving Loans.

(a) Revolving CommitmentSubject to the terms and conditions hereof andliance upon the representations and warrargtes s
forth herein, each Lender severally agrees to raakédable to the Borrowers such Lender’'s Commitniicentage of revolving credit
loans requested by the Borrowers in Dollars (* Reimg Loans”) from time to time from the Closing Date untilegtMaturity Date, or
such earlier date as the Revolving Commitmentd bhaak been terminated as provided herein for thpgses hereinafter set forth;
provided, however, that the sum of the aggregate principal amounutstanding Revolving Loans shall not exc@®dO HUNDRED
FIFTY MILLION DOLLARS ($250,000,000) (as such aggregate maximum amount may be redumedtime to time as provided in
Section 3.4, the “ Revolving Committed Amotijitprovided, further, (i) with regard to each Lender individually, suagtnder’s
outstanding Revolving Loans shall not exceed suaidiers Commitment Percentage of the Revolving Commiftedunt, and (i) witt
regard to the Lenders collectively, the aggregatecjpal amount of outstanding Revolving Loans phes aggregate principal amount
outstanding Swingline Loans plu®C Obligations outstanding shall not exceed thedRéng Committed Amount. Revolving Loans
may consist of Base Rate Loans or Eurodollar Loana,combination thereof, as the Borrowers mayest] and may be repaid and
reborrowed in accordance with the provisions heneavided, however, that no more than ten (10) Eurodollar Loans dhall
outstanding hereunder at any time. For purpose=ohdturodollar Loans with different Interest Pesashall be considered as separate
Eurodollar Loans, even if they begin on the sanie,ddthough borrowings, extensions and convergiaag, in accordance with the
provisions hereof, be combined at the end of exgstinterest Periods to constitute a new Eurodblem with a single Interest Period.
Revolving Loans hereunder may be repaid and retvaaian accordance with the provisions hereof.

(b) Revolving Loan Borrowings

(i) Notice of Borrowing. One or more of the Borrowers shall request a RéwpLoan borrowing by delivery of a Notice of
Borrowing, together with the officer’s certificatequired by Section 5.2(e), to the AdministrativgeAt not later than 11:00 A.M.
(Charlotte, North Carolina time) on the Businesy Peor to the date of the requested borrowinchim tase of Base Rate Loans,
and on the third Business Day prior to the datthefrequested borrowing in the case of Eurodoltzaris. Each such request for
borrowing shall be irrevocable and shall specify {f#at a Revolving Loan is requested, (B) the dédthe requested borrowing
(which shall be a Business Day), (C) the aggrepateipal amount to be borrowed, (D) whether therdwwing shall be comprised
of Base Rate Loans, Eurodollar Loans or a comhnnatiereof, and if Eurodollar Loans are requestesl|nterest Period(s)
therefor and (E) the purpose for which the requeRevolving Loans will be used by the applicablerBwer. If the applicable
Borrower shall fail to specify in any such NotideBorrowing the type of Revolving Loan requestégtrt such notice shall be
deemed to be a request for a Base Rate Loan hexedrte Administrative Agent shall give notice ek Lender promptly
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upon receipt of each Notice of Borrowing pursuarthis Section 2.1(b)(i), the contents thereof aadh such Lender’s share of
any borrowing to be made pursuant thereto.

(i) Minimum Amounts. Except as provided in Sections 2.3(d) and 2.&@)h Eurodollar Loan that is a Revolving Loan
shall be in a minimum aggregate principal amour8®000,000 and integral multiples of $500,000x0ess thereof (or the
remaining amount of the Revolving Committed Amotingss), and each Base Rate Loan that in a Rewplwoan shall be in a
minimum aggregate principal amount of $1,000,008 iategral multiples of $500,000 in excess thefeofthe remaining amount
of the Revolving Committed Amount, if less).

(iii) Advances. Each Lender will make its Commitment Percentdgeach Revolving Loan borrowing available to the
Administrative Agent for the account of one or mofehe Borrowers as specified in Section 3.15¢ajn such other manner as
the Administrative Agent may specify in writing, By00 P.M. (Charlotte, North Carolina time) on ttade specified in the
applicable Notice of Borrowing in Dollars and imfis immediately available to the Administrative AgeSuch borrowing will
then be made available to one or more of the Bagrswy the Administrative Agent by crediting theaant of the applicable
Borrower on the books of such office with the aggite of the amounts made available to the Admatise Agent by the Lenders
and in like funds as received by the Administrathgent.

(c) Repayment The principal amount of all Revolving Loans shmdldue and payable in full on the Maturity Datdess
accelerated sooner pursuant to Section 9.2.

(d) Interest Subject to the provisions of Section 3.1,

(i) Base Rate LoansDuring such periods as Revolving Loans shalldraprised in whole or in part of Base Rate Loans,
such Base Rate Loans shall bear interest at anpeinarate equal to the Adjusted Base Rate;

(i) Eurodollar Loans During such periods as Revolving Loans shalldraprised in whole or in part of Eurodollar Loans,
such Eurodollar Loans shall bear interest at aapaum rate equal to the Adjusted Eurodollar Rate.

Interest on Revolving Loans shall be payable iras on each applicable Interest Payment Date gurch other times as may be
specified herein). The Administrative Agent shaifleavor in the ordinary course of business to got&e to each Lender promptly
upon any change in the Applicable Percentage.

(e) Revolving Notes The Revolving Loans made by each Lender shadhvidenced by a duly executed promissory note of the
Borrowers to such Lender in substantially the fafmixhibit 2.1(e).

2.2 Reserved
2.3 Letter of Credit Subfacility .

(a) Issuance Subject to the terms and conditions hereof anttilet OC Documents, if any, and any other termsamdiitions
which the Issuing Lender may reasonably requireiamdliance upon the representations and warmmggeforth herein, the Issuing
Lender agrees to issue, and each Lender sevegabgsto participate in the issuance by the Issuamgler of, Letters of Credit in
Dollars from time to time from the Closing Date ilitiie date thirty (30) days prior to the MaturiDate as a Borrower may request, in a
written form acceptable to the Issuing Lender (sfiacin must be signed by a Responsible Officer andtrimclude a representation and
warranty of the correctness of the matters spetifiesubsections (b), (c), (d), (f) and (g) of $&ts 5.2); provided however, that (i)
the LOC Obligations outstanding shall not at ametiexceed WENTY MILLION DOLLARS ($20,000,000) (the “ LOC Committed
Amount”) and (ii) the sum of the aggregate principal amtoaf outstanding Revolving Loans plthe aggregate principal amount of
outstanding Swingline Loans plu®C Obligations outstanding shall not at any timeed the aggregate Revolving Committed
Amount. No Letter of Credit shall (x) have an onigii expiry date more than one year
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from the date of issuance or (y) as originally &bor as extended, have an expiry date extendiygnblethe Maturity Date. Each Letter
of Credit shall comply with the related LOC Docurtermhe issuance and expiry dates of each Lett€redit shall be a Business Day.

(b) Notice and ReportsThe request for the issuance of a Letter of Ciill be submitted by a Borrower to the Issuiegder at
least five (5) Business Days prior to the requedstéd of issuance and shall be accompanied byfficerés certificate required by
Section 5.2(e). The Issuing Lender will upon thei@nce of a Letter of Credit and at least quartenly more frequently upon request,
disseminate to each of the Lenders a detailed repecifying the Letters of Credit which are thesuied and outstanding and any
activity with respect thereto which may have ocedrsince the date of the prior report, and inclgdirerein, among other things, the
beneficiary, the face amount and the expiry degayell as any payment or expirations which may reseurred.

(c) Participation Each Lender, with respect to the Existing Lettdr€redit, hereby purchases a Participation listaresuch
Existing Letters of Credit, and with respect to tedters of Credit issued on or after the Closirage) upon issuance of a Letter of
Credit, shall be deemed to have purchased witlematurse a Participation Interest from the Issuiagder in such Letter of Credit and
the obligations arising thereunder and any colkdtexiating thereto, in each case in an amountléquts Pro Rata Share of the
obligations under such Letter of Credit (basedhenrespective Commitment Percentages of the Lendedsshall absolutely,
unconditionally and irrevocably assume and be aldid to pay to the Issuing Lender and dischargenwle, its Pro Rata Share of the
obligations arising under such Letter of Credittwithstanding the preceding sentence, in the etrentthe Issuing Lender issues a
Letter of Credit hereunder when the officers of ifmiing Lender directly involved with the creditflities available to the Borrowers
under this Credit Agreement have actual knowletigé @ monetary Event of Default or material EveriDefault (which, for the
avoidance of doubt shall include any violation of @rovisions of Section 7.11) has occurred armbiginuing, the Lenders shall have
the option but not the obligation to pay to thaulsg Lender their Pro Rata Share of the obligatEmising under such Letter of Credit as
contemplated herein. Without limiting the scope aature of each Lender’s Participation Interesiny Letter of Credit, to the extent
that the Issuing Lender has not been reimbursedogsred hereunder or under any such Letter ofiCrealch such Lender shall pay to
the Issuing Lender its Pro Rata Share of such ommgised drawing in same day funds on the day dficatton by the Issuing Lender
an unreimbursed drawing pursuant to the provistdrsibsection (d) below. The obligation of eachdamto so reimburse the Issuing
Lender shall be absolute and unconditional and sbabe affected by the occurrence of a DefaultEaent of Default or any other
occurrence or event. Any such reimbursement sldltalieve or otherwise impair the obligation of tBorrowers to reimburse the
Issuing Lender under any Letter of Credit, togethi¢h interest as hereinafter provided.

(d) Reimbursementin the event of any drawing under any Letter oédit, the Issuing Lender will promptly notify tiBorrower
that was the applicant for such Letter of Creditldds such Borrower shall immediately notify th&euiag Lender that such Borrower
intends to otherwise reimburse the Issuing Lendestdich drawing, such Borrower shall be deemedte@ mequested that the Lenders
make a Revolving Loan in the amount of the dravéagrovided in subsection (e) below on the relatter of Credit, the proceeds of
which will be used to satisfy the related reimbureat obligations. Each Borrower that is an applicartler a Letter of Credit promises
to reimburse the Issuing Lender on the day of digwinder any Letter of Credit (either with the @eds of a Revolving Loan obtained
hereunder or otherwise) in same day funds. If ®miower shall fail to reimburse the Issuing Lendsiprovided hereinabove, the
unreimbursed amount of such drawing shall bearésteat a per annum rate equal to the Adjusted Rase plus 2%. Such Borrower’s
reimbursement obligations hereunder shall be abesalud unconditional under all circumstances ireetipe of any rights of setoff,
counterclaim or defense to payment such Borrowsr cteam or have against the Issuing Lender, the inistrative Agent, the Lenders,
the beneficiary of the Letter of Credit drawn upmrany other Person, including without limitatiomyadefense based on any failure of
such Borrower or any other Credit Party to receimesideration or the legality, validity, regularty unenforceability of the Letter of
Credit. The Issuing Lender will promptly notify tiegher Lenders of the amount of any unreimbursegvithg and each Lender shall
promptly pay to the Administrative Agent for thecaant of the Issuing Lender in Dollars and in immagely available funds, the
amount of such Lender’s Pro Rata Share of suchimbrased drawing. Such payment shall be made oddkiesuch notice is received
by such Lender from the Issuing Lender if suchgw®ts received at or before 2:00 P.M. (CharlotterthN Carolina time) otherwise such
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payment shall be made at or before 12:00 Noon (6ttar North Carolina time) on the Business Daytrsexcceeding the day such no
is received. If such Lender does not pay such attouhe Issuing Lender in full upon such requssth Lender shall, on demand, pay
to the Administrative Agent for the account of tesuing Lender interest on the unpaid amount dutiegperiod from the date of such
drawing until such Lender pays such amount to $kaihg Lender in full at a rate per annum equaf fegid within two (2) Business
Days of the date that such Lender is required tkenpayments of such amount pursuant to the pregesdintence, the Federal Funds
Rate and thereafter at a rate equal to the Base Rath Lender’s obligation to make such paymetttédssuing Lender, and the right
of the Issuing Lender to receive the same, shadlds®lute and unconditional, shall not be affetigdny circumstance whatsoever and
without regard to the termination of this Creditrégment or the Commitments hereunder, the existein@éefault or Event of Default
or the acceleration of the obligations of any Baweo hereunder and shall be made without any ofédesttement, withholding or
reduction whatsoever. Simultaneously with the mglkiheach such payment by a Lender to the Issuargler, such Lender shall,
automatically and without any further action on izt of the Issuing Lender or such Lender, acqaiRarticipation Interest in an
amount equal to such payment (excluding the podfwuch payment constituting interest owing tolgsaiing Lender) in the related
unreimbursed drawing portion of the LOC Obligatamd in the interest thereon and in the related ID@Cuments, and shall have a
claim against such Borrower and the other Crediti€awith respect thereto.

(e) Repayment with Revolving Loan®n any day on which any Borrower shall have rstpde or been deemed to have reque
a Revolving Loan advance to reimburse a drawinguad_etter of Credit, the Administrative Agent klgave notice to the Lenders th
a Revolving Loan has been requested or deemedsiegiiey such Borrower to be made in connection aitlhawing under a Letter of
Credit, in which case a Revolving Loan advance aised of Base Rate Loans (or Eurodollar Loans ¢oetktent such Borrower has
complied with the procedures of Section 2.1(b)(thwespect thereto) shall be immediately madeaithBorrower by all Lenders
(notwithstanding any termination of the Commitmemissuant to Section 9.2) pratabased on the respective Commitment Percentage
of the Lenders (determined before giving effecany termination of the Commitments pursuant toi8e@.2) and the proceeds thereof
shall be paid directly to the Issuing Lender foplagation to the respective LOC Obligations. EaablsLender hereby irrevocably
agrees to make its Pro Rata Share of each suchvRayboan immediately upon any such request ontekrequest in the amount, in
the manner and on the date specified in the pregesdintence notwithstandifijj the amount of such borrowing may not complyhwit
the minimum amount for advances of Revolving Loatierwise required hereunder, (ii) whether any @ specified in Section 5.2
are then satisfied, (iii) whether a Default or areft of Default then exists, (iv) failure for anych request or deemed request for
Revolving Loan to be made by the time otherwiseliregl hereunder, (v) whether the date of such bdénmg is a date on which
Revolving Loans are otherwise permitted to be nreateunder or (vi) any termination of the Commitnsaeiating thereto immediately
prior to or contemporaneously with such borrowilmgthe event that any Revolving Loan cannot for eeason be made on the date
otherwise required above (including, without lintida, as a result of the commencement of a proogedhder the Bankruptcy Code
with respect to any one of the Borrowers or anydiiearty), then each such Lender hereby agre¢d thtzall forthwith purchase (as of
the date such borrowing would otherwise have oecljout adjusted for any payments received fronBtreowers on or after such di
and prior to such purchase) from the Issuing Lesdeh Participation Interests in the outstandingL@bligations as shall be necessary
to cause each such Lender to share in such LO@&lulhs ratably (based upon the respective Commitfercentages of the Lenders
(determined before giving effect to any terminatifrihe Commitments pursuant to Section 9.2)), jgledthat at the time any purchase
of Participation Interests pursuant to this sergéa@ctually made, the purchasing Lender shaléheired to pay to the Issuing Lender,
to the extent not paid to the Issuer by the Borrsvire accordance with the terms of subsection lfdya, interest on the principal
amount of Participation Interests purchased foheakay from and including the day upon which suchrdming would otherwise have
occurred to but excluding the date of payment mhsParticipation Interests, at the rate equaf fmid within two (2) Business Days of
the date of the Revolving Loan advance, the Fedematls Rate, and thereafter at a rate equal tBake Rate.

(f) Renewal, ExtensionThe renewal or extension of any Letter of Cretll, for purposes hereof, be treated in all retspihe
same as the issuance of a new Letter of Crediuheies.
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(9) Uniform Customs and Practice$he Issuing Lender may have the Letters of Cheglisubject to The Uniform Customs and
Practice for Documentary Credits, as publishedféiseodate of issue by the International Chambezahmerce (the “ UCB), in which
case the UCP may be incorporated therein and deenadidrespects to be a part thereof.

(h) Indemnification; Nature of Issuing LendeDuties.

(i) In addition to its other obligations under tlection 2.3, each Borrower that is an applicati waspect to a Letter of
Credit hereby agrees to pay, and protect, indenarifysave each Lender harmless from and againsgrahall claims, demands,
liabilities, damages, losses, costs, charges apéenses (including reasonable attorneys’ fees)siett Lender may incur or be
subject to as a consequence, direct or indire¢\pthe issuance of any Letter of Credit or (B2 failure of such Lender to honor
a drawing under a Letter of Credit as a resultnyfact or omission, whether rightful or wrongful,amy present or future de jure
de facto government or Governmental Authority ¢alth acts or omissions, herein called “Governmes’

(i) As between the Borrower that is the applicmta Letter of Credit and the Lenders (includihg tssuing Lender), such
Borrower shall assume all risks of the acts, omissior misuse of any Letter of Credit by the bemiafy thereof. No Lender
(including the Issuing Lender) shall be responsiph for the form, validity, sufficiency, accuracgenuineness or legal effect of
any document submitted by any party in connectiah the application for and issuance of any Lette€redit, even if it should |
fact prove to be in any or all respects invaligufficient, inaccurate, fraudulent or forged; (B} the validity or sufficiency of any
instrument transferring or assigning or purportiogransfer or assign any Letter of Credit or tights or benefits thereunder or
proceeds thereof, in whole or in part, that mayern be invalid or ineffective for any reason; (@) errors, omissions,
interruptions or delays in transmission or delivefyany messages, by mail, cable, telegraph, @i@therwise, whether or not
they be in cipher; (D) for any loss or delay in thensmission or otherwise of any document requimestder to make a drawing
under a Letter of Credit or of the proceeds theraodl (E) for any consequences arising from cabegand the control of such
Lender, including, without limitation, any Governnté\cts. None of the above shall affect, impairpaevent the vesting of the
Issuing Lender’s rights or powers hereunder.

(iii) In furtherance and extension and not in liatibn of the specific provisions hereinabove sahfaany action taken or
omitted by any Lender (including the Issuing Lendender or in connection with any Letter of Cregfithe related certificates, if
taken or omitted in good faith, shall not put suemder under any resulting liability to such Borewer any other Credit Party. It
is the intention of the parties that this Credirégment shall be construed and applied to protetiralemnify each Lender
(including the Issuing Lender) against any andigks involved in the issuance of the Letters ofdil;, all of which risks are
hereby assumed by the Borrowers (on behalf offitsel each of the other Credit Parties), includimghout limitation, any and a
Government Acts. No Lender (including the Issuirender) shall, in any way, be liable for any failbsesuch Lender or anyone
else to pay any drawing under any Letter of Craslia result of any Government Acts or any othesedn@yond the control of
such Lender.

(iv) Nothing in this subsection (h) is intendeditoit the reimbursement obligations of the Borroseontained in subsection
(d) above. The obligations of the Borrowers unties subsection (h) shall survive the terminatiomhid Credit Agreement. No act
or omissions of any current or prior beneficiaryadfetter of Credit shall in any way affect or immthe rights of the Lenders
(including the Issuing Lender) to enforce any rigidwer or benefit under this Credit Agreement.

(v) Notwithstanding anything to the contrary cont in this subsection (h), the Borrowers shallehaw obligation to
indemnify any Lender (including the Issuing Lendarjespect of any liability incurred by such Len¢&) arising solely out of th
gross negligence or willful misconduct of such Lendis determined by a court of competent jurigalictor (B) caused by such
Lender’s failure to pay under any Letter of Creddter presentation to it of a request strictly
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complying with the terms and conditions of suchtéebf Credit, as determined by a court of compgtaisdiction, unless such
payment is prohibited by any law, regulation, cauder or decree.

(i) Responsibility of Issuing Lendeilt is expressly understood and agreed that thigailons of the Issuing Lender hereunder to
the Lenders are only those expressly set forthi;@redit Agreement and that the Issuing Lendel &le entitled to assume that the
conditions precedent set forth in Section 5.2 Haen satisfied unless it shall have acquired a&ualiledge that any such condition
precedent has not been satisfied; provideowever, that nothing set forth in this Section 2.3 shalldeemed to prejudice the right of
any Lender to recover from the Issuing Lender angunts made available by such Lender to the Isduémgler pursuant to this Secti
2.3 in the event that it is determined by a cofidampetent jurisdiction that the payment with mspto a Letter of Credit constituted
gross negligence or willful misconduct on the mrthe Issuing Lender.

(j) Conflict with LOC Documents In the event of any conflict between this Créditreement and any LOC Document (including
any letter of credit application), this Credit Agreent shall control.

2.4 Swingline Loan Subfacility.

(a) Swingline CommitmentSubject to the terms and conditions hereof andliance upon the representations and warrandies s
forth herein, the Swingline Lender, in its indivadwcapacity, agrees to make certain revolving tiledns requested by the Borrowers in
Dollars to the Borrowers (each a “ Swingline Ldaand, collectively, the “ Swingline Loar{$ from time to time from the Closing Date
until the Maturity Date for the purposes hereinaet forth; provided however, (i) the aggregate principal amount of Swinglireahs
outstanding at any time shall not exc@&’IENTY-FIVE MILLION DOLLARS ($25,000,000) (the “ Swingline Committed Amount
™), and (ii) the aggregate principal amount of ¢agsling Revolving Loans pluke aggregate principal amount of outstanding Skiviag
Loans plud OC Obligations outstanding shall not exceed thedRéng Committed Amount. Swingline Loans hereunsleall be made
as Base Rate Loans, shall bear interest as sktifioBection 2.4(c)(i) hereof, and may be repaid @iborrowed in accordance with the
provisions hereof.

(b) Swingline Loan Advances

(i) Notices; DisbursementWhenever one or more of the Borrowers desiresiagiine Loan advance hereunder it shall
deliver a Notice of Borrowing, together with thdioér’'s certificate required by Section 5.2(e)the Swingline Lender not later
than 11:00 A.M. (Charlotte, North Carolina time) thie Business Day of the requested Swingline Laaiace. Each such notice
shall be irrevocable and shall specify (A) thawdr§line Loan advance is requested, (B) the datbefequested Swingline Loan
advance (which shall be a Business Day), (C) tirejmal amount of the Swingline Loan advance retpaeqD) the purpose for
which the requested Swingline Loan will be usedhgyapplicable Borrower and (E) that the repredimmts and warranties made
by the Credit Parties in any Credit Document awe &ind correct in all material respects at andlmsde on the date hereof except
to the extent they expressly relate to an earki¢e.cEach Swingline Loan shall be made as a BatgelR®an and shall have such
maturity date (which maturity date shall not beatedmnore than three (3) Business Days from theafadvance thereof) as the
Swingline Lender and the applicable Borrower shgiiee upon receipt by the Swingline Lender of archsotice from the
applicable Borrower. The Swingline Lender shafliaté the transfer of funds representing the Sviiregl oan advance to the
applicable Borrower by 3:00 P.M. (Charlotte, No@tarolina time) on the Business Day of the requelstetbwing.

(i) Minimum Amounts. Each Swingline Loan advance shall be in a mininpuimcipal amount of $1,000,000 and in integral
multiples of $500,000 in excess thereof (or theammng amount of the Swingline Committed Amountess).
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(i) Repayment of Swingline LoansThe principal amount of all Swingline Loans shzdldue and payable on the earlier of
(A) the maturity date agreed to by the Swinglinadier and the applicable Borrower with respect tthdwan (which maturity
date shall not be a date more than three (3) BssiBays from the date of advance thereof) andi@Maturity Date, at which
time the Borrowers shall be deemed to have regdiesRevolving Loan borrowing (which deemed reqéesa Revolving Loan
borrowing shall constitute a representation andavey by the Credit Parties of the correctnesiefrhatters specified in
subsections (b), (c), (d), (f) and (g) of Sectiop)%n the amount of the maturing Swingline Lodrg proceeds of which will be
used to repay such Swingline Loan. The Swinglinede may, at any time, in its sole discretion, bitten notice to the Principal
Borrower and the Lenders, demand repayment ofwia@ine Loans by way of a Revolving Loan advarinaeyhich case the
Borrowers shall be deemed to have requested a Regdloan advance (which deemed request for a RevgpLoan borrowing
shall constitute a representation and warrantyhbyGredit Parties of the correctness of the masigesified in subsections (b), (c),
(d), (f) and (g) of Section 5.2) comprised solefyBase Rate Loans in the amount of such Swinglioanis; provided however,
that any such demand shall be deemed to have bemmane Business Day prior to the Maturity Datd an the date of the
occurrence of any Event of Default described inti8a®.1 and upon acceleration of the indebtedhessunder and the exercise
remedies in accordance with the provisions of $aci.2. Each Lender hereby irrevocably agrees terita Pro Rata Share of
each such Revolving Loan in the amount, in the raaand on the date specified in the preceding seataotwithstanding) the
amount of such borrowing may not comply with theimium amount for advances of Revolving Loans otlieswequired
hereunder, (II) whether any conditions specifie@attion 5.2 are then satisfied, (llI) whether diadD# or an Event of Default the
exists, (IV) failure of any such request or deemeggliest for Revolving Loan to be made by the tithewise required hereunder,
(V) whether the date of such borrowing is a datevhith Revolving Loans are otherwise permittedeéarade hereunder or (VI)
any termination of the Commitments relating theigimediately prior to or contemporaneously withtsborrowing.
Notwithstanding the preceding sentence, in the et the Swingline Lender funds a Swingline Lb&neunder when the
officers of the Swingline Lender directly involvedth the credit facilities available to the Borrowainder this Credit Agreement
have actual knowledge that a monetary Event of Defa material Event of Default (which, for theadstance of doubt shall
include any violation of any provisions of Sectibril) has occurred and is continuing, the Lendeafi bave the option but not
the obligation to make Revolving Loans to fund tmatable shares of such Swingline Loan as conteteglherein. In the event
that any Revolving Loan cannot for any reason bdexan the date otherwise required above (includinipout limitation, as a
result of the commencement of a proceeding undeB#nkruptcy Code with respect to any one of thed@®eers or any other
Credit Party), then each Lender hereby agreestthiaall forthwith purchase (as of the date sucirdwing would otherwise have
occurred, but adjusted for any payments receive the Borrowers on or after such date and prigutth purchase) from the
Swingline Lender such Participation Interest in ¢higstanding Swingline Loans as shall be necedsarguse each such Lender to
share in such Swingline Loans ratably based upo@dmmitment Percentage of the Revolving Commigeunt (determined
before giving effect to any termination of the Coitments pursuant to Section 3.4), providbdt (A) all interest payable on the
Swingline Loans shall be for the account of ther@ive Lender until the date as of which the reipedParticipation Interest is
purchased and (B) at the time any purchase ofdization Interests pursuant to this sentence isadlgtmade, the purchasing
Lender shall be required to pay to the Swinglinades, to the extent not paid to the Swingline Lertethe Borrowers in
accordance with the terms of subsection (c)(iipbelinterest on the principal amount of Participatinterests purchased for each
day from and including the day upon which such ®eing would otherwise have occurred to but exclgdime date of payment
for such Participation Interests, at the rate etu#he Federal Funds Rate.

(c) Interest on Swingline Loans

(i) Interest. Subject to the provisions of Section 3.1, eacin§lmne Loan shall bear interest at a per annum f@mputed ¢
the basis of the actual number of days elapsedayear of 365 days or 366 days, as appropriategléq the Adjusted Base Rate.
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(i) Payment of Interestinterest on Swingline Loans shall be payableriraas on each applicable Interest Payment Date (ol
at such other times as may be specified hereimgsaraccelerated sooner pursuant to Section 9.2.

(d) Swingline Note The Swingline Loans shall be evidenced by a éubcuted promissory note of the Borrowers to the
Swingline Lender in an original principal amounuagto the Swingline Committed Amount substantiatlghe form of Exhibit

2.4(d).

2.5 Reserved
2.6 Joint and Several Liability of the Borrowers.

(a) Each of the Borrowers is accepting joint ancesa liability hereunder in consideration of theafcial accommodation to be
provided by the Lenders under this Credit Agreemfentthe mutual benefit, directly and indirectbf,each of the Borrowers and in
consideration of the undertakings of each of thee®wers to accept joint and several liability foetobligations of each of them.

(b) Each of the Borrowers jointly and severallydi®r irrevocably and unconditionally accepts, notetyeas a surety but also as a
co-debtor, joint and several liability with the etfBorrowers with respect to the payment and pevémice of all of the Credit Party
Obligations arising under this Credit Agreement #redother Credit Documents, it being the intentibthe parties hereto that all the
Credit Party Obligations shall be the joint andesaVobligations of each of the Borrowers withorgfprences or distinction among
them.

(c) If and to the extent that any of the Borrowahall fail to make any payment with respect to ahthe obligations hereunder as
and when due or to perform any of such obligatioreccordance with the terms thereof, then in eacih event, the other Borrowers
will make such payment with respect to, or perfosoch obligation.

(d) The obligations of each Borrower under the giowns of this Section 2.6 constitute full recounddigations of such Borrower,
enforceable against it to the full extent of iteerties and assets, irrespective of the validiégularity or enforceability of this Credit
Agreement or any other circumstances whatsoever.

(e) Except as otherwise expressly provided heezinh Borrower hereby waives notice of acceptands @int and several
liability, notice of occurrence of any Default ovént of Default (except to the extent notice isresply required to be given pursuant to
the terms of this Credit Agreement), or of any dedéor any payment under this Credit Agreementiceatf any action at any time
taken or omitted by the Lender under or in respéeny of the Credit Party Obligations hereunday, equirement of diligence and,
generally, all demands, notices and other forneslitif every kind in connection with this Credit Agment. Each Borrower hereby
assents to, and waives notice of, any extensi@ostponement of the time for the payment of anthefCredit Party Obligations
hereunder, the acceptance of any partial paymentdn, any waiver, consent or other action or asmgince by the Lenders at any time
or times in respect of any default by any Borrowethe performance or satisfaction of any term,er@nt, condition or provision of this
Credit Agreement, any and all other indulgencestsdever by the Lenders in respect of any of theliCRarty Obligations hereunder,
and the taking, addition, substitution or rele@s@yhole or in part, at any time or times, of aegurity for any of such Credit Party
Obligations or the addition, substitution or reksas whole or in part, of any Borrower. Withoutlting the generality of the foregoing,
each Borrower assents to any other action or delagting or any failure to act on the part of tlender, including, without limitation,
any failure strictly or diligently to assert anglt or to pursue any remedy or to comply fully waibplicable laws or regulations
thereunder which might, but for the provisionshi§tSection 2.6, afford grounds for terminatingctiiarging or relieving such
Borrower, in whole or in part, from any of its ajmitions under this Section
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2.6, it being the intention of each Borrower ttsatlong as any of the Credit Party Obligations heder remain unsatisfied, the
obligations of such Borrower under this Sectionshéll not be discharged except by performancelaonly to the extent of such
performance. The obligations of each Borrower unlisrSection 2.6 shall not be diminished or readamenforceable by any winding
up, reorganization, arrangement, liquidation, retaction or similar proceeding with respect to amgonstruction or similar proceed
with respect to any Borrower or any Lender. Thetjaind several liability of the Borrowers hereunsleall continue in full force and
effect notwithstanding any absorption, merger, giaalation or any other change whatsoever in the navembership, constitution or
place of formation of any Borrower or any Lender.

(f) The provisions of this Section 2.6 are madetler benefit of the Administrative Agent and thenters and their respective
successors and assigns, and may be enforced lsuahyPerson from time to time against any of thed@®weers as often as occasion
therefor may arise and without requirement on #u @f any Lender first to marshal any of its claior to exercise any of its rights
against any of the other Borrowers or to exhaugtramedies available to it against any of the oBmrowers or to resort to any other
source or means of obtaining payment of any offeslit Party Obligations or to elect any other rdyéVithout limiting the generalit
of the foregoing, each Borrower hereby specificalbives the benefits of N.C. Gen. Stat. §§26-7ubhn26-9, inclusive, to the extent
applicable. The provisions of this Section 2.6 ktehain in effect until all the Credit Party Oldiipns hereunder shall have been paid
in full or otherwise fully satisfied. If at any tenany payment, or any part thereof, made in reésgeamy of the Credit Party Obligatior
is rescinded or must otherwise be restored ormetlby the Lenders upon the insolvency, bankruptagorganization of any of the
Borrowers, or otherwise, the provisions of thisti®ec2.6 will forthwith be reinstated and in effext though such payment had not been
made.

(9) Notwithstanding any provision to the contraontained herein or in any other of the Credit Doeuata or Hedging
Agreements, the obligations of each Borrower hedeushall be limited to an aggregate amount equtiid largest amount that would
not render its obligations hereunder subject tadarae under Section 548 of the Bankruptcy Codengrcomparable provisions of any
applicable state law.

2.7 Appointment of Principal Borrower as Agent forBorrowers .
Each of the Borrowers hereby appoints the Prindgmaitower to act as its exclusive agent for allgmses under this Credit Agreement

and the other Credit Documents (including, withlimttation, with respect to all matters relatedte borrowing and repayment of loans as
described in Section 2 and Section 3 hereof). Bthe Borrowers acknowledges and agrees thahélptincipal Borrower may execute s
documents on behalf of all the Borrowers as thedipal Borrower deems appropriate in its sole @son and each Borrower shall be bound
by and obligated by all of the terms of any sucbutoent executed by the Principal Borrower on itsdbie (b) any notice or other
communication delivered by the Administrative Agentany Lender hereunder to the Principal Borrostell be deemed to have been
delivered to each of the Borrowers and (c) the Adstiative Agent and each of the Lenders shall gto@nd shall be permitted to rely on)
any document or agreement executed by the PrinBipabwer on behalf of the Borrowers (or any ofrtieThe Borrowers must act through
the Principal Borrower for all purposes under thigdit Agreement and the other Credit Documentswitlostanding anything contained
herein to the contrary, to the extent any provisiothis Credit Agreement requires any Borroweinteract in any manner with the
Administrative Agent or the Lenders, such Borroseall do so through the Principal Borrower.

SECTION 3
OTHER PROVISIONS RELATING TO CREDIT FACILITIES

3.1 Default Rate.
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Upon the occurrence, and during the continuancandvent of Default, the principal of and, to éxtent permitted by law, interest on
the Loans and any other amounts owing hereundenaer the other Credit Documents shall bear intepayable on demand, at a per annum
rate 4% greater than the rate which would otherlsesapplicable (or if no rate is applicable, whethaespect of interest, fees or other
amounts, then the Adjusted Base Rate 3.

3.2 Extension and Conversion

Subject to the terms of Section 5.2, the Borrovgeed| have the option, on any Business Day, tonekéxisting Loans into a subsequent
permissible Interest Period or to convert Loans lrdans of another interest rate type; providedwever, that (a) except as provided in
Section 3.8, Eurodollar Loans may be converted Baise Rate Loans only (i) on the last day of thiertst Period applicable thereto or (ii)
upon payment of all amounts due pursuant to thred@f Section 3.12, (b) Eurodollar Loans may bemdéd, and Base Rate Loans may be
converted into Eurodollar Loans, only if no DefamitEvent of Default is in existence on the datextension or conversion, (c) Loans
extended as, or converted into, Eurodollar Loaadl &le subject to the terms of the definition dhterest Period set forth in Section 1.1 and
shall be in such minimum amounts as provided ith waspect to Revolving Loans, Section 2.1(b)(d),no more than ten (10) Eurodollar
Loans shall be outstanding hereunder at any tibiee{ing understood that, for purposes hereof, EaltadLoans with different Interest
Periods shall be considered as separate Eurodoiéars, even if they begin on the same date, althdoagrowings, extensions and
conversions may, in accordance with the provishmereof, be combined at the end of existing IntdPestods to constitute a new Eurodollar
Loan with a single Interest Period) and (e) SwimgliLoans may not be extended or converted pursadhis Section 3.2. Each such exten
or conversion shall be effected by the Borrowersl&yvery of a Notice of Extension/Conversion, tiigge with the officer’s certificate
required by Section 5.2(e), to the office of thevdistrative Agent specified in specified in Schied?.1(a), or at such other office as the
Administrative Agent may designate in writing, prto 11:00 A.M. (Charlotte, North Carolina time) the Business Day of, in the case of the
conversion of a Eurodollar Loan into a Base Ratarl.@nd on the third Business Day prior to, indhge of the extension of a Eurodollar
Loan as, or conversion of a Base Rate Loan inEyradollar Loan, the date of the proposed extensiaonversion, specifying the date of
proposed extension or conversion and the Loane 8ptextended or converted, the types of Loansahtoh such Loans are to be converted.
Each request for extension or conversion shaliregacable and shall constitute a representatidnnarranty by the Borrowers of the matt
specified in subsections (b), (c), (d), (f) andg§pection 5.2. In the event the Borrowers faildquest extension or conversion of any
Eurodollar Loan in accordance with this Sectionalmy such conversion or extension is not permittecquired by this Section, then such
Eurodollar Loan shall be automatically converteith ima Base Rate Loan at the end of the Interesbéeagplicable thereto. The Administrati
Agent shall give each Lender notice as promptlgrasticable of any such proposed extension or asiose affecting any Loan.

3.3 Prepayments

(a) Voluntary PrepaymentsThe Borrowers shall have the right to prepay Iso@ther than the Swingline Loans) in whole or in
part from time to time; provideghowever, that each partial prepayment of Loans shall ke nmnimum principal amount of $1,000,0
and integral multiples of $1,000,000. Subject ®fibregoing terms, amounts prepaid under this &@&i3(a) shall be applied as the
Borrowers may elect; providdtat if the Borrowers fail to specify a voluntamepayment then such prepayment shall be applisttdir
Revolving Loans that are Base Rate Loans and th&utodollar Loans in direct order of Interest Bénmaturities starting with the
earliest maturity date. All prepayments under 8gstion 3.3(a) shall be subject to Section 3.12ptherwise without premium or
penalty.

(b) Mandatory Prepayments

(i) Principal in Excess of Revolving Committed AnmiuLOC Obligations in Excess of LOC Committed Amoulf at any
time or for any reason, (A) the sum of the aggregaincipal amount of outstanding Revolving Loahssthe aggregate principal
amount of outstanding Swingline Loans pli3C Obligations outstanding shall exceed the RaaghCommitted Amount, (B) the
aggregate amount of outstanding Swingline Loanseds the Swingline Committed Amount or (C) the aggte amount of LOC
Obligations outstanding exceeds the LOC CommittetbéAnt, the Borrowers shall immediately make paynoenthe Loans and/
to a cash collateral account in respect of the I@Ggations, in an amount sufficient to eliminatels excess.
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(if) Application of Mandatory Prepayment#ll amounts required to be paid pursuant to 8gstion 3.3(b) (i) shall be
applied first, to Revolving Loans (and after all Revolving Lodnase been paid), secontb Swingline Loans and thirdo a cash
collateral account in respect of LOC Obligationsthivi the parameters of the applications set fatibve, prepayments shall be
applied first to Base Rate Loans and then to Edladboans in direct order of Interest Period mates starting with the earliest
maturity date. All prepayments under this Secti@{(l® shall be subject to Section 3.12, but othsewvithout premium or penal
and shall be accompanied by interest on the p@ahemount prepaid through the date of prepayment.

(c) Prepayment Accountf the Borrowers are required to make a mandagpoepayment of Eurodollar Loans under Section 3,
the Borrowers shall have the right, in lieu of nmaksuch prepayment in full, to deposit an amoungétp such mandatory prepayment
with the Administrative Agent in a cash collatesiatount maintained (pursuant to documentation redsy satisfactory to the
Administrative Agent) by and in the sole dominiardaontrol of the Administrative Agent. Any amoustsdeposited shall be held by
the Administrative Agent for the benefit of the Idems as collateral for the prepayment of such EltadLoans and shall be applied to
the prepayment of the applicable Eurodollar Loarth@end of the current Interest Periods apple#istreto. At the request of the
Principal Borrower, amounts so deposited shalhibested by the Administrative Agent in Cash Equewsd maturing prior to the date
dates on which it is anticipated that such amoutitde applied to prepay such Eurodollar Loang; arerest earned on such Cash
Equivalents will be for the account of the Borroerand the Borrowers will deposit with the Adminadive Agent the amount of any
loss on any such Cash Equivalents to the extemsseacy in order that the amount of the prepayneebé tmade with the deposited
amounts may not be reduced.

3.4 Termination, Reduction or Increase of RevolvindCommitted Amount .

(a) Voluntary ReductionsThe Borrowers may from time to time permanengiguce or terminate the Revolving Committed
Amount in whole or in part (in minimum aggregatecamts of $5,000,000 or in integral multiples of10,000 in excess thereof (or, if
less, the full remaining amount of the then applieadRevolving Committed Amount)) upon five Busin&ssys’ prior written notice to
the Administrative Agent; providechowever, no such termination or reduction shall be mad&lwvould cause the aggregate
principal amount of outstanding Revolving Loanssghe aggregate principal amount of outstanding Skviad-.oans plug OC
Obligations outstanding to exceed the Revolving @itted Amount unless, concurrently with such termtiion or reduction, the
Revolving Loans are repaid or payments are madectsh collateral account as security for the LQigations for the benefit of the
Lenders, in each case in an amount sufficientitoiefte such excess. The Administrative Agent siiamptly notify each affected
Lender of receipt by the Administrative Agent ofyarotice from the Borrowers pursuant to this Sec8ai(a).

(b) General The Administrative Agent will promptly notify theenders of (i) any such notice of termination @duction of the
Revolving Committed Amount and (ii) any requestecréase in the Revolving Committed Amount. Any iitun of the Revolving
Committed Amount shall be applied to the Revoh@mmmitment of each Lender according to its Pro Fdare. To the extent the
Revolving Committed Amount is increased pursuartiaoise (b) above, all Lenders (including both mresily-existing and new
Lenders) shall receive new Notes reflecting thesipective Commitments and new Lenders shall, textent necessary to cause the
outstanding principal amount of the Loans and o@redit Party Obligations allocable to each Lertdezqual each such Lender’s Pro
Rata Share, fund Loans directly to the other Lesides directed by the Administrative Agent. Thed@irBarties hereby agree to execute
and deliver any new Notes required pursuant toSkistion 3.4 to evidence the Loans made by the dérsrahd acknowledge, consent
and agree to the funding by any new Lenders of sgamsuant to the previous sentence for the purglosausing the outstanding
principal amount of such Loans to equal each Lead&o Rata Share.

3.5 Fees
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(a) Facility Fee In consideration of the Revolving Committed Ambbring made available by the Lenders hereunder, th
Borrowers agree to pay to the Administrative Adentthe pro rata benefit of the Lenders (basedamhd.ender's Commitment
Percentage of the Revolving Committed Amount) a(fiee “ Facility Fe€') on the first business day of each calendar guanftthe
Principal Borrower following the Closing Date (aslivas on the Maturity Date) for the immediatelgqeding quarter (or portion
thereof), beginning with the first of such dates®tcur after the Closing Date. The Facility FedIdtmequal to (i) the sum of (A) the
Applicable Percentage as of the last day of thenzhdr quarter for which such fee is being calcdlébe, for payments due on the
Maturity Date, the Applicable Percentage on theilBess Day immediately preceding the Maturity Dapd)s(B) the Facility Fee
Modifier as of the date of calculation, multiplibg (ii) the maximum amount of the Revolving CommiittAmount as of any day during
the period for which such calculation is being parfed. The Facility Fee shall commence to accrutherClosing Date and shall
continue to accrue through (but excluding) the datevhich all of the Credit Party Obligations andyf satisfied. The Administrative
Agent shall endeavor in the ordinary course of tess to give notice to each Lender promptly up®neiteipt of notice that a Facility
Fee Madifier that is not equal to zero will be aeglto the calculation of the Facility Fee.

(b) Letter of Credit Fee.

(i) Letter of Credit Fee In consideration of the issuance of Letters adfdiirhereunder, the Borrowers promise to pay to the
Administrative Agent for the account of each Lenddee (the “ Letter of Credit Fépon such Lender's Commitment Percentage
of the average daily maximum amount available tolfaevn under each such Letter of Credit compute@dch day from the date
of issuance to the date of expiration at a rateakfuthe Applicable Percentage. The Letter of @riéde will be payable quarterly
in arrears on the first Business Day of each Malahge, September and December for the immediatebeding quarter (or a
portion thereof) including the date of payment.

(i) Issuing Lender Feesln addition to the Letter of Credit Fee payahleguant to clause (i) above and in addition to all
other fees payable pursuant to the terms of thizément, the Borrowers promise, with respect th éatter of Credit, to pay to
the Issuing Lender without sharing by the otherdess (i) a letter of credit fronting fee (payabfn issuance or extension of
each Letter of Credit) equal to the greater of ¢Adne-eighth of one percent (0.125%) on the marinauount available to be
drawn under such Letter of Credit (whether or nathsmaximum amount is then in effect under sucheretf Credit), and (B)
$1,500.00, and (ii) the customary charges from tionégme of the Issuing Lender with respect toigsiance, amendment, trans
administration, cancellation and conversion of, drailvings under, such Letters of Credit. Such $l be due and payable on
demand, shall be fully earned when paid and slwalba refundable for any reason whatsoever. Fqyqaas of this Section 3.5(b),
each renewal of any Letter of Credit, includingaamo-renewal of any Letter of Credit, shall be ¢desed an issuance of a new
Letter of Credit.

(c) Fee Letter In addition to all other fees and expenses reguio be paid by Borrowers hereunder, the Borrowiadl pay to th:
Administrative Agent and Arranger those fees rafldan the Fee Letter on or before the dates reduherein.

3.6 Capital Adequacy.
If any Lender has determined, after the date hetbaf the adoption or the becoming effective ofamy change in, or any change by

Governmental Authority, central bank or comparagency charged with the interpretation or admiaigin thereof in the interpretation or

administration of, any applicable law, rule or riegion regarding capital adequacy, or complianceish Lender with any request or

directive regarding capital adequacy (whether dawing the force of law) of any such authoritgntral bank or comparable agency, has or

would have the effect of reducing the rate of netmn such Lender’s capital or assets as a consegudiits commitments or obligations

hereunder to a level below that which such Lendeicchave achieved but for such adoption, effeass, change or compliance (taking into

consideration such Lender’s policies with respeatdpital adequacy), then, upon notice from suatdeeto the Principal Borrower and

delivery by such Lender of a statement settindhftne reduction in the rate of return experiencgdlrh Lender and the amount necessary to

compensate the Lender under this Section 3.6, to®ers shall be obligated to pay to such Lendehsdditional amount or amounts as
will compensate such
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Lender for such reduction. Each determination bysarch Lender of amounts owing under this Sectiailsabsent manifest error, be
conclusive and binding on the parties hereto.

3.7 Limitation on Eurodollar Loans; Payments Relatel to Reserves
(a) If on or prior to the first day of any Interé&triod for any Eurodollar Loan:

(i) the Administrative Agent determines (which detaation shall be conclusive) that by reason ofwhstances affecting
the relevant market, adequate and reasonable rdeamst exist for ascertaining the Eurodollar Ratesuch Interest Period; or

(i) the Required Lenders determine (which deteation shall be conclusive) and notify the Admirasitre Agent that the
Eurodollar Rate will not adequately and fairly eefl the cost to the Lenders of funding Eurodollaans for such Interest Period;

then the Administrative Agent shall give the PrpadiBorrower prompt notice thereof, and so longwsh condition remains in effect,
the Lenders shall be under no obligation to makitiathal Eurodollar Loans, continue Eurodollar Leaar to convert Base Rate Loans
into Eurodollar Loans and the Borrowers shall, lwa last day(s) of the then current Interest Pesjofth¢ the outstanding Eurodollar
Loans, either prepay such Eurodollar Loans or cdrstech Eurodollar Loans into Base Rate Loans goatance with the terms of this
Credit Agreement.

(b) The Borrowers shall pay to each Lender, as bsiguch Lender shall be required to maintain vesewith respect to liabilities
or assets consisting of or including Eurocurrengydf or deposits (currently known as “Eurocurreratyilities”), additional interest on
the unpaid principal amount of each Eurodollar Legnal to the actual costs of such reserves aiddatsuch Loan by such Lender (as
determined by such Lender in good faith, which aeteation shall be conclusive), which shall be dne payable on each date on
which interest is payable on such Loan, provittelBorrower shall have received at least 15 dpgier notice (with a copy to the
Administrative Agent) of such additional interesirh such Lender. If a Lender fails to give notiéedhys prior to the relevant Interest
Payment Date, such additional interest shall beashgepayable 15 days from receipt of such notice.

3.8 lllegality .

If any Lender reasonably determines that any Reqent of Law has made it unlawful, or that any Gorreental Authority has assert
that it is unlawful, for any Lender or its applitalhending Office to make, maintain or fund EurddolLoans, or to determine or charge
interest rates based upon the Eurodollar Rate, tirenotice thereof by such Lender to the Borrovtlergsugh the Administrative Agent, any
obligation of such Lender to make or continue Eotlad Loans or to convert Base Rate Loans to Edtadboans shall be suspended until
such Lender notifies the Administrative Agent ahe Borrowers that the circumstances giving riseutth determination no longer exist
(which notice a Lender shall give promptly upontsdetermination). Upon receipt of such notice,Bloerowers shall, upon demand from
such Lender (with a copy to the Administrative AQeprepay or, if applicable, convert all Eurodollapans of such Lender to Base Rate
Loans, either on the last day of the Interest Ridhierefor, if such Lender may lawfully continuenbaintain such Eurodollar Loans to such
day, or immediately, if such Lender may not lawfudbntinue to maintain such Eurodollar Loans. Upag such prepayment or conversion,
the Borrowers shall also pay accrued interest erathount so prepaid or converted. Each Lender sgoesesignate a different lending office
for purposes of this Credit Agreement if such deatgn will avoid the need for such notice and wt, in the good faith judgment of such
Lender, otherwise be materially disadvantageowssioh Lender.

3.9 Requirements of Law.

(a) If, after the date hereof, the adoption of applicable law, rule, or regulation, or any chaimgany applicable law, rule, or
regulation, or any change in the interpretatioadministration thereof by any Governmental Authgrientral bank, or comparable
agency charged with the interpretation or admiatiin
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thereof, or compliance by any Lender with any resfjoe directive (whether or not having the forcdant) of any such Governmental
Authority, central bank, or comparable agency:

(i) shall subject such Lender to any tax, dutypthrer charge with respect to any Eurodollar Lo#ed\otes, or its obligation
to make Eurodollar Loans, or change the basisxattian of any amounts payable to such Lender utideCredit Agreement or
its Notes in respect of any Eurodollar Loans (othan taxes imposed on the overall net income cifi &gnder by the jurisdiction
in which such Lender has its principal office);

(i) shall impose, modify, or deem applicable aagarve, special deposit, assessment, or similairesgent (other than the
reserve requirements utilized in the determinatibthe Adjusted Eurodollar Rate) relating to anyeasions of credit or other
assets of, or any deposits with or other liab#itie commitments of, such Lender, including the @dment of such Lender
hereunder; or

(iii) shall impose on such Lender or on the Uni&tdtes market for certificates of deposit or thadan interbank market ai
other condition affecting this Credit AgreemenitsrNotes or any of such extensions of creditaiilities or commitments;

and the result of any of the foregoing is to inegethe cost to such Lender of making, convertitg, icontinuing, or maintaining any
Eurodollar Loans or to reduce any sum receiveeogivable by such Lender under this Credit Agredroeits Notes with respect to
any Eurodollar Loans, then the Borrowers shallfeasuch Lender on demand such amount or amoumtgla®mpensate such Lender
for such increased cost or reduction. If any Lendquests compensation by the Borrowers undeSinision 3.9(a), the Borrowers m
by notice to such Lender (with a copy to the Admtirgitive Agent), suspend the obligation of suchdegrio make or continue
Eurodollar Loans, or to convert Base Rate Loars Erodollar Loans, until the event or conditiowigg rise to such request ceases to
be in effect (in which case the provisions of SatB8.10 shall be applicable); providétht such suspension shall not affect the right of
such Lender to receive the compensation so requeste

(b) Each Lender shall promptly notify the PrinciBalrrower and the Administrative Agent of any evehivhich it has knowledg
occurring after the date hereof, which will entilech Lender to compensation pursuant to this @eéti9 and will designate a different
Applicable Lending Office if such designation waloid the need for, or reduce the amount of, sechpensation and will not, in the
judgment of such Lender, be otherwise disadvantagtmit. Any Lender claiming compensation undés Section 3.9 shall furnish to
the Principal Borrower and the Administrative Agardgtatement setting forth the additional amouramounts to be paid to it hereun
which shall, absent manifest error, be conclusivelginding on the parties hereto. In determininchsamount, such Lender may use
reasonable averaging and attribution methods.

3.10 _Treatment of Affected Loans
If the obligation of any Lender to make any EurdaolLoan or to continue, or to convert Base Ratarlsointo, Eurodollar Loans shall

suspended pursuant to Section 3.8 or 3.9 hered, Isender’s Eurodollar Loans shall be automaticatipverted into Base Rate Loans on the
last day(s) of the then current Interest Perioftfsyuch Eurodollar Loans (or, in the case of avession required by Section 3.8 hereof, on
such earlier date as such Lender may specify t@timeipal Borrower with a copy to the AdministraiAgent) and, unless and until such
Lender gives notice as provided below that theucirstances specified in Section 3.8 or 3.9 herafghve rise to such conversion no longer

(a) to the extent that such LendeEurodollar Loans have been so converted, all paygrand prepayments of principal that wc
otherwise be applied to such Lender’s Eurodollaaisshall be applied instead to its Base Rate L, @ants

38



(b) all Loans that would otherwise be made or car@d by such Lender as Eurodollar Loans shall bdermna continued instead as
Base Rate Loans, and all Base Rate Loans of suutielr¢hat would otherwise be converted into Euraddloans shall remain as Base
Rate Loans.

If such Lender gives notice to the Principal Boresywith a copy to the Administrative Agent) thlaétcircumstances specified in Section 3.8
or 3.9 hereof that gave rise to the conversioruohd.ender’s Eurodollar Loans pursuant to this i8ac3.10 no longer exist (which such
Lender agrees to do promptly upon such circumstaoeasing to exist) at a time when Eurodollar Laaade by other Lenders are
outstanding, such Lender’s Base Rate Loans shalutmmatically converted, on the first day(s) & tiext succeeding Interest Period(s) for
such outstanding Eurodollar Loans, to the extenesgary so that, after giving effect thereto, athhs held by the Lenders holding Eurodollar
Loans and by such Lender are held pro rata (asrioipal amounts, interest rate basis, and IntéPesiods) in accordance with their
respective Commitments.

3.11 Taxes

(&) Any and all payments by the Borrowers to orthar account of any Lender or the AdministrativeeAghereunder or under any
other Credit Document shall be made free and dfand without deduction for any and all presenfubure taxes, duties, levies,
imposts, deductions, charges or withholdings, dnldahilities with respect thereto, excludingn the case of each Lender and the
Administrative Agent, taxes imposed on its incoangd franchise taxes imposed on it, by the jurigalictinder the laws of which such
Lender (or its Applicable Lending Office) or the iahistrative Agent (as the case may be) is orgahareany political subdivision
thereof (all such non-excluded taxes, duties, Evmposts, deductions, charges, withholdings,liafdities being hereinafter referred
to as “ Taxes). If the Borrowers shall be required by law taddet any Taxes from or in respect of any sum payahtler this Credit
Agreement or any other Credit Document to any Lewndé¢éhe Administrative Agent, (i) the sum payastall be increased as necessary
so that after making all required deductions (idoig deductions applicable to additional sums pkeyahder this Section 3.11) such
Lender or the Administrative Agent receives an am@gual to the sum it would have received haduoh sleductions been made, (ii)
the Borrowers shall make such deductions, (iii)Bloerowers shall pay the full amount deducted ®rilevant taxation authority or
other authority in accordance with applicable land (iv) the Borrowers shall furnish to the Admirasive Agent, at its address refer
to in Section 11.1, the original or a certified gay a receipt evidencing payment thereof.

(b) The Borrowers also agree to pay any and afigareor future stamp or documentary taxes and Hrer excise or property tax
or charges or similar levies which arise from aayment made under this Credit Agreement or anyr@@hedit Document or from the
execution or delivery of, or otherwise with respiectthis Credit Agreement or any other Credit Doeat (hereinafter referred to as “
Other Taxes). Further, if the Borrowers (or any of them) dhz¢ required to deduct or pay any Taxes or Otlaee$ from or in respect
of any sum payable under any Credit Document tAtdhministrative Agent or any Lender, the Borrowshall also pay to the
Administrative Agent or to such Lender, as the casg be, at the time interest is paid, such addifiamount that the Administrative
Agent or such Lender specifies is necessary taepreghe after-tax yield (after factoring in atkés, including taxes imposed on or
measured by net income) that the Administrativerige such Lender would have received if such Taxeédther Taxes had not been
imposed.

(c) The Borrowers agree to indemnify each Lendertae Administrative Agent for (i) the full amouoit Taxes and Other Taxes
(including, without limitation, any Taxes or OthEaxes imposed or asserted by any jurisdiction oawuats payable under this Section
3.11) paid by such Lender or the Administrative Atg@s the case may be) and any liability (inclgddenalties, interest, and expenses)
arising therefrom or with respect thereto; (ii) atkier amounts payable under Section 3.11(b) aiféuiy liability (including additions
to tax, penalties, interest and expenses) arisiegefrom or with respect thereto, in each case lvenatr not such Taxes or Other Taxes
were correctly or legally imposed or asserted leyrtdevant Governmental Authority. Payment undisrshbsection (c) shall be made
within 30 days after the date the Lender or the histrative Agent makes a demand therefor.

(d) Each Lender organized under the laws of adigi®n outside the United States, on or prioti® date of its execution and
delivery of this Credit Agreement in the case aftebender listed on
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the signature pages hereof and on or prior to #te an which it becomes a Lender in the case df etieer Lender, and from time to
time thereafter if requested in writing by the RBijpal Borrower or the Administrative Agent (but grdo long as such Lender remains
lawfully able to do so), shall provide the PrindiBarrower and the Administrative Agent with (itérnal Revenue Service Form W-
8ECI or W-8BEN, as appropriate, or any successon farescribed by the Internal Revenue Serviceifgeng that such Lender is
entitled to benefits under an income tax treatyiich the United States is a party which reducegédite of withholding tax on payme
of interest or certifying that the income receivaplrsuant to this Credit Agreement is effectivaynnected with the conduct of a trade
or business in the United States, (ii) Internal &®ie Service Form W-8 or W-9, as appropriate, grsaiccessor form prescribed by the
Internal Revenue Service, and (iii) any other fanneertificate required by any taxing authoritycfurding any certificate required by
Sections 871(h) and 881(c) of the Internal Revebode), certifying that such Lender is entitled toexemption from or a reduced rate
of tax on payments pursuant to this Credit Agredmeny of the other Credit Documents.

(e) For any period with respect to which a Lendes failed to provide the Principal Borrower and Ateministrative Agent with
the appropriate form pursuant to Section 3.11(d)e@s such failure is due to a change in treaty, ¢a regulation occurring subsequent
to the date on which a form originally was requitedbe provided), such Lender shall not be entitteithdemnification under Section
3.11(a) or 3.11(b) with respect to Taxes imposethbyUnited States; providedowever, that should a Lender, which is otherwise
exempt from or subject to a reduced rate of wittlimgl tax, become subject to Taxes because ofiitsdao deliver a form required
hereunder, the Borrowers shall take such stepscislender shall reasonably request to assistlsemistier to recover such Taxes.

(f) If the Borrowers are required to pay additioaalounts to or for the account of any Lender purstathis Section 3.11, then
such Lender will agree to use reasonable efforchémge the jurisdiction of its applicable lendoffice so as to eliminate or reduce any
such additional payment which may thereafter acirsiech change, in the judgment of such Lendempisotherwise disadvantageou:
such Lender.

(g) Within thirty (30) days after the date of argyment of Taxes, the Borrowers shall furnish toAkeninistrative Agent the
original or a certified copy of a receipt evideresuch payment.

(h) Without prejudice to the survival of any otlagreement of the Borrowers hereunder, the agresmaedtobligations of the
Borrowers contained in this Section 3.11 shall sierthe repayment of the Loans, LOC Obligations aitéér obligations under the
Credit Documents and the termination of the Commaitta hereunder.

3.12 Compensation
Upon the request of the Administrative Agent, tterBwers shall pay to the Administrative Agent, floe pro rata benefit of the

Lenders, such amount or amounts as shall be sirifi¢in the reasonable opinion of the Administrathgent) to compensate the Lenders for
any loss, cost, or expense (including loss of grated profits) incurred by the Lenders as a resfult

(a) any payment, prepayment, or conversion of adallar Loan for any reason (including, without iliation, the acceleration of
the Loans pursuant to Section 9.2) on a date tliaerthe last day of the Interest Period for suchri; or

(b) any failure by the Borrowers for any reasorl(iding, without limitation, the failure of any cdition precedent specified in
Section 5 to be satisfied) to borrow, convert, ourg, or prepay a Eurodollar Loan on the date fichsorrowing, conversion,
continuation, or prepayment specified in the reh¢veotice of borrowing, prepayment, continuationconversion under this Credit
Agreement.

With respect to Eurodollar Loans, such indemnifaamay include an amount equal to the excessyif af (a) the amount of interest which
would have accrued on the amount so prepaid, osmbbrrowed, converted or continued, for the gkfiom the date of such prepayment or
of such failure to borrow, convert or continuehe tast day of the
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applicable Interest Period (or, in the case ofilarato borrow, convert or continue, the Inter@stiod that would have commenced on the
date of such failure) in each case at the appkcedie of interest for such Eurodollar Loans predifor herein (excluding, however, the
Applicable Percentage included therein, if any)rq¢ the amount of interest (as reasonably detegthby the Administrative Agent) which
would have accrued to the Administrative Agent nchsamount by placing such amount on deposit fmmrmaparable period with leading
banks in the interbank Eurodollar market. The caveés of the Borrowers set forth in this Sectior23hall survive the repayment of the
Loans, LOC Obligations and other obligations urtierCredit Documents and the termination of the @itments hereunder.

3.13 Pro Rata Treatment.
Except to the extent otherwise provided herein:

(a) Loans. Each Loan, each payment or (subject to the tefrSection 3.3) prepayment of principal of any Laanmeimbursemer
obligations arising from drawings under LettersCoédit, each payment of interest on the Loansiarhersement obligations arising
from drawings under Letters of Credit, each paynoéiitees, each payment of the Letter of Credit Eaeh reduction of the Revolving
Committed Amount and each conversion or extensi@ny Loan, shall be allocated pro rata among theders in accordance with the
respective principal amounts of their outstandioghs and Participation Interests.

(b) Advances No Lender shall be responsible for the failurelelay by any other Lender in its obligation to matls ratable share
of a borrowing hereunder; providetiowever, that the failure of any Lender to fulfill its eghtions hereunder shall not relieve any ¢
Lender of its obligations hereunder. Unless the ikistrative Agent shall have been notified by amgnder prior to the date of any
requested borrowing that such Lender does notdntemake available to the Administrative Agentrédtable share of such borrowing
to be made on such date, the Administrative Ageayt assume that such Lender has made such amoilabéy/#o the Administrative
Agent on the date of such borrowing, and the Adstiative Agent in reliance upon such assumptiory, (imaits sole discretion but
without any obligation to do so) make availablétie Borrowers a corresponding amount. If such epwading amount is not in fact
made available to the Administrative Agent, the Amistrative Agent shall be able to recover suchregponding amount from such
Lender. If such Lender does not pay such correspgramount forthwith upon the Administrative Agentlemand therefor, the
Administrative Agent will promptly notify the Prifmal Borrower, and the Borrowers shall immediatedy such corresponding amount
to the Administrative Agent. The Administrative Ageshall also be entitled to recover from the Leratehe Borrowers, as the case
may be, interest on such corresponding amountipet of each day from the date such corresporadimgunt was made available by
the Administrative Agent to the Borrowers to théedsuch corresponding amount is recovered by threididtrative Agent at a per
annum rate equal to (i) from the Borrowers at theliaable rate for the applicable borrowing purduarthe Notice of Borrowing and
(il) from a Lender at the Federal Funds Rate.

3.14 Sharing of Payments

The Lenders agree among themselves that, in the thett any Lender shall obtain payment in respéany Loan, LOC Obligations or
any other obligation owing to such Lender undes tiedit Agreement through the exercise of a riglsetoff, banker’s lien or counterclaim,
or pursuant to a secured claim under Section 506tlef 11 of the United States Code or other séguri interest arising from, or in lieu of,
such secured claim, received by such Lender umdeapplicable bankruptcy, insolvency or other samiaw or otherwise, or by any other
means, in excess of its Pro Rata Share of such gratyas provided for in this Credit Agreement, suehder shall promptly purchase from
other Lenders a Participation Interest in such lsp&®C Obligations and other obligations in sucloanis, and make such other adjustments
from time to time, as shall be equitable to the #vad all Lenders share such payment in accordaitbetheir respective ratable shares as
provided for in this Credit Agreement. The Lendeisher agree among themselves that if paymentlteraler obtained by such Lender
through the exercise of a right of setoff, bankdien, counterclaim or other event as aforesaéd fle rescinded or must otherwise be rest
each Lender which shall have shared the beneéiticth payment shall, by repurchase of a Participdtiterest theretofore sold, return its
share of that benefit (together with its sharergf accrued interest payable with respect theretepth Lender whose payment shall have
been rescinded or otherwise restored. The Borroagnee that any Lender so purchasing such a Retiien Interest may, to the fullest ext
permitted by law, exercise all rights of paymentliding setoff, banker’s lien or counterclaim,lwiespect to such Participation Interest as
fully as if such Lender were a holder of such Loan,
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LOC Obligations or other obligation in the amouhsoch Participation Interest. Except as otherweigaressly provided in this Credit
Agreement, if any Lender or the Administrative Agehall fail to remit to the Administrative Agent any other Lender an amount payabl
such Lender or the Administrative Agent to the Adistirative Agent or such other Lender pursuanhi® €redit Agreement on the date when
such amount is due, such payments shall be madéh&rgwith interest thereon for each date fromddwe such amount is due until the date
such amount is paid to the Administrative Agensach other Lender at a rate per annum equal tBaberal Funds Rate. If under any
applicable bankruptcy, insolvency or other simitav, any Lender receives a secured claim in liea sétoff to which this Section 3.14
applies, such Lender shall, to the extent prackicadxercise its rights in respect of such secalaith in a manner consistent with the rights of
the Lenders under this Section 3.14 to share ilb#mefits of any recovery on such secured claim.

3.15 Payments, Computations, Etc

(a) Except as otherwise specifically provided herell payments hereunder shall be made to the Aidtrative Agent in Dollars
in immediately available funds, without setoff, detlon, counterclaim or withholding of any kind,the Administrative Agent'’s office
specified in Schedule 2.1(apt later than 12:00 Noon (Charlotte, North Caraliime) on the date when due. Payments received aft
such time shall be deemed to have been receivéfteamext succeeding Business Day. The Adminiseahigent may (but shall not be
obligated to) debit the amount of any such paymdrith is not made by such time to any ordinary dé&pccount of any of the
Borrowers maintained with the Administrative Agénith notice to the Principal Borrower). The Borrems (or any one of them) shall,
at the time it makes any payment under this Crggiitement, specify to the Administrative Agent tiwans, LOC Obligations, Fees,
interest or other amounts payable by the Borrolersunder to which such payment is to be applied {f@the event that it fails so to
specify, or if such application would be inconsigteith the terms hereof, the Administrative Agehall distribute such payment to the
Lenders in such manner as the Administrative Agesay determine to be appropriate in respect of alibgs owing by the Borrowers
hereunder, subject to the terms of Section 3.13{&g Administrative Agent will distribute such pagnts to such Lenders, if any such
payment is received prior to 12:00 Noon (Charlditerth Carolina time) on a Business Day in likedsras received prior to the end of
such Business Day and otherwise the Administradigent will distribute such payment to such Lendmrghe next succeeding Busin
Day. Whenever any payment hereunder shall be stateel due on a day which is not a Business Daydtle date thereof shall be
extended to the next succeeding Business Day (@ubj@ccrual of interest and for the period offsagtension), except that in the case
of Eurodollar Loans, if the extension would cause payment to be made in the next following calemdanth, then such payment shall
instead be made on the next preceding BusinessBagpt as expressly provided otherwise hereirgatiputations of interest and fe
shall be made on the basis of actual number of dimysed over a year of 360 days, except with ct¢peomputation of interest on
Base Rate Loans which (unless the Base Rate il by reference to the Federal Funds Rate) sbalalculated based on a yea
365 or 366 days, as appropriate. Interest shatladtom and include the date of borrowing, butleste the date of payment. If the
Administrative Agent fails to distribute such paymhéo such Lenders on the day required by thisi@e& 15, the Administrative Agent
shall pay to such Lenders interest on the undigtieith amount from and including the day such amwowast required to be distributed to
but excluding the date such amount is distributel @er annum rate equal to the Federal Funds Rate.

(b) Allocation of Payments After Event of Defaulotwithstanding any other provisions of this Gtédyreement to the contrary,
after the occurrence and during the continuan@ndEvent of Default, all amounts collected or reediby the Administrative Agent or
any Lender on account of the Credit Party Obligatior any other amounts outstanding under anyeo€ttedit Documents shall be paid
over or delivered as follows:

FIRST, to the payment of all reasonable out-of-gbadosts and expenses (including without limitatieasonable attorneys’ fees
actually incurred) of the Administrative Agent iarmection with enforcing the rights of the Lendensler the Credit Documents;

SECOND, to payment of any fees owed to the Adnratiste Agent;
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THIRD, to the payment of all reasonable out-of-petabosts and expenses (including without limitati@asonable attorneys’ fees
actually incurred) of each of the Lenders in comio@owith enforcing its rights under the Credit Doeents or otherwise with respect to
the Credit Party Obligations owing to such Lender;

FOURTH, to the payment of all of the Credit Partyli@ations consisting of accrued fees and interest;

FIFTH, to the payment of the outstanding princigalount of the Credit Party Obligations (includihg payment or cash
collateralization of the outstanding LOC Obligasdn

SIXTH, to all other Credit Party Obligations andhet obligations which shall have become due andlgayunder the Credit
Documents or otherwise and not repaid pursuantses “FIRST” through “FIFTH” above; and

SEVENTH, to the payment of the surplus, if anywtmoever may be lawfully entitled to receive suctpus.

In carrying out the foregoing, (i) amounts receigbdll be applied in the numerical order providatlexhausted prior to application to
the next succeeding category; (ii) each of the kesidhall receive an amount equal to its Pro RiasaeS(based on the proportion that
the then outstanding Loans and LOC Obligations bglduch Lender bears to the aggregate then odtstphoans and LOC
Obligations) of amounts available to be appliedspant to clauses “THIRD”, “FOURTH”, “FIFTH” and “SITH” above; and (jii) to th
extent that any amounts available for distribupomsuant to clause “FIFTH” above are attributabléhe issued but undrawn amount of
outstanding Letters of Credit, such amounts shaldld by the Administrative Agent in a cash cellat account and applied (A) first,
reimburse the Issuing Lender from time to timeégoy drawings under such Letters of Credit and (@Bt following the expiration of ¢
Letters of Credit, to all other obligations of ttypes described in clauses “FIFTH” and “SIXTH” aledn the manner provided in this
Section 3.15(b).

3.16 Evidence of Debt

Each Lender shall maintain an account or accountieBcing each Loan made by such Lender to theddars from time to time,
including the amounts of principal and interestgiag and paid to such Lender from time to time uitldis Credit Agreement. Each Lender
will make reasonable efforts to maintain the accyi@f its account or accounts and to promptly updataccount or accounts from time to
time, as necessary.

3.17 Survival.

All of the Borrowers’ obligations under Section$,33.6, 3.9, 3.11, 3.12 and 3.15 with respect sneyor conditions occurring or
existing at or prior to the termination of the Riwog Committed Amount and repayment of all otheedt Party Obligations hereunder, sl
survive such termination and repayment.

SECTION 4
GUARANTY

4.1 The Guarantee

Each of the Guarantors hereby jointly and sevegaligrantees to each Lender, each Affiliate of adeethat enters into a Hedging
Agreement, and the Administrative Agent, as hefegngrovided, the prompt payment of the CredittP@bligations in full when due
(whether at stated maturity, as a mandatory prepayy acceleration or otherwise) strictly in actamce with the terms thereof. The
Guarantors hereby further agree that if any ofGhedit Party Obligations are not paid in full whdue (whether at stated maturity, as a
mandatory prepayment, by acceleration or otherwibe)Guarantors will, jointly and severally, prafggpay the same, without any demand
or notice
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whatsoever, and that in the case of any extenditime of payment or renewal of any of the Credittly Obligations, the same will be
promptly paid in full when due (whether at extendeaturity, as a mandatory prepayment, by acceterati otherwise) in accordance with
the terms of such extension or renewal.

Notwithstanding any provision to the contrary camed herein or in any other of the Credit Documemtsledging Agreements, the
obligations of each Guarantor hereunder shallrbédd to an aggregate amount equal to the largestiat that would not render its
obligations hereunder subject to avoidance undetid®®e548 of the Bankruptcy Code or any comparabdwisions of any applicable state
law.

4.2 Obligations Unconditional.

The obligations of the Guarantors under Sectiorafeljoint and several, absolute and unconditiarrakpective of the value,
genuineness, validity, regularity or enforceabitifyany of the Credit Documents or Hedging Agreetsieor any other agreement or
instrument referred to therein, or any substituti@fease, impairment or exchange of any otheragui@e of or security for any of the Credit
Party Obligations, and, to the fullest extent pétexdi by applicable law, irrespective of any othiecumstance whatsoever which might
otherwise constitute a legal or equitable discharggefense of a surety or guarantor, it beingrkent of this Section 4.2 that the obligations
of the Guarantors hereunder shall be absolute acadnditional under any and all circumstances. Eaghrantor agrees that such Guarantor
shall have no right of subrogation, indemnity, reirsement or contribution against any of the Boemor any other Guarantor of the Credit
Party Obligations for amounts paid under this $&cti until such time as the Lenders (and any Af##s of Lenders entering into Hedging
Agreements) have been paid in full, all Commitmemtder this Credit Agreement have been terminateldh@ Person or Governmental
Authority shall have any right to request any retar reimbursement of funds from the Lenders imnemtion with monies received under the
Credit Documents or Hedging Agreements. Withouttling the generality of the foregoing, it is agrehdt, to the fullest extent permitted by
law, the occurrence of any one or more of the fuilhg shall not alter or impair the liability of aruarantor hereunder which shall remain
absolute and unconditional as described above:

(a) at any time or from time to time, without netio any Guarantor, the time for any performancerafompliance with any of tt
Credit Party Obligations shall be extended, or quetiormance or compliance shall be waived;

(b) any of the acts mentioned in any of the prawisiof any of the Credit Documents, any Hedginge&grent or any other
agreement or instrument referred to in the Creditinents or Hedging Agreements shall be done ottexini

(c) the maturity of any of the Credit Party Obligas shall be accelerated, or any of the CredityR@bligations shall be modified,
supplemented or amended in any respect, or anyuigter any of the Credit Documents, any Hedginge@ment or any other
agreement or instrument referred to in the Credituibnents or Hedging Agreements shall be waivedprogher guarantee of any of
Credit Party Obligations or any security therefoalsbe released, impaired or exchanged in whola part or otherwise dealt with;

(d) any Lien granted to, or in favor of, the Adnsitnative Agent or any Lender or Lenders as sectoitany of the Credit Party
Obligations shall fail to attach or be perfected; o

(e) any of the Credit Party Obligations shall beedained to be void or voidable (including, withdmtitation, for the benefit of
any creditor of any Guarantor) or shall be subatdid to the claims of any Person (including, withanitation, any creditor of any
Guarantor).

With respect to its obligations hereunder, eachréuar hereby expressly waives diligence, presemtngemand of payment, protest and all
notices whatsoever, and any requirement that theisdtrative Agent or any Lender exhaust any rigltyer or remedy or proceed against
any Person under any of the Credit Documents, adglig Agreement or any other agreement or instnimegerred to in the Credit
Documents or Hedging Agreements, or against angrdterson under any other guarantee of, or seduaritany of the Credit Party
Obligations.
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4.3 Reinstatement

The obligations of the Guarantors under this Sactighall be automatically reinstated if and todktent that for any reason any
payment by or on behalf of any Person in respetii@fCredit Party Obligations is rescinded or ningsbtherwise restored by any holder of
any of the Credit Party Obligations, whether assailt of any proceedings in bankruptcy or reorgation or otherwise, and each Guarantor
agrees that it will indemnify the Administrative &gt and each Lender on demand for all reasonabts ead expenses (including, without
limitation, fees and expenses of counsel) incumgethe Administrative Agent or such Lender in coctien with such rescission or
restoration, including any such costs and expeinseisred in defending against any claim alleginat ttuch payment constituted a preference,
fraudulent transfer or similar payment under anyioaptcy, insolvency or similar law.

4.4 Certain Additional Waivers .

Without limiting the generality of the provision§tbis Section 4, each Guarantor hereby specificallives the benefits of N.C. Gen.
Stat. 88 26-7 through 28-inclusive, to the extent applicable. Each Guarafurther agrees that such Guarantor shall havéght of recours
to security for the Credit Party Obligations, excigpough the exercise of the rights of subrogagiarsuant to Section 4.2 and through the
exercise of rights of contribution pursuant to 8sct.6.

4.5 Remedies

The Guarantors agree that, to the fullest extemhjpeed by law, as between the Guarantors, on tieehand, and the Administrative
Agent and the Lenders, on the other hand, the Clredlty Obligations may be declared to be forthwliie and payable as provided in Section
9.2 (and shall be deemed to have become autoniwtited and payable in the circumstances provideshid Section 9.2) for purposes of
Section 4.1 notwithstanding any stay, injunctiorotrer prohibition preventing such declarationgarventing the Credit Party Obligations
from becoming automatically due and payable) agnagany other Person and that, in the event di sieclaration (or the Credit Party
Obligations being deemed to have become automigtiba¢ and payable), the Credit Party Obligatiomkdther or not due and payable by
any other Person) shall forthwith become due andipla by the Guarantors for purposes of Section 4.1

4.6 Rights of Contribution .

The Guarantors and the Borrowers hereby agree asgathemselves that, if any Guarantor shall makExaess Payment (as defined
below), such Guarantor shall have a right of cbntion from each other Guarantor and each otheroBa@r in an amount equal to such other
Guarantor’s Contribution Share (as defined belofiaguzh Excess Payment. The payment obligationsypfGuarantor under this Section 4.6
shall be subordinate and subject in right of paynte@the prior payment in full to the Administragivigent and the Lenders of the Guaranteed
Obligations, and none of the Guarantors shall ésemny right or remedy under this Section 4.6rajainy other Guarantor or any Borrower
until payment and satisfaction in full of all ofyaGuaranteed Obligations. For purposes of thisiGedt6, (a) “ Guaranteed Obligatiohs
shall mean any obligations arising under the opinevisions of this Section 4; (b) “ Excess Payniestiall mean the amount paid by any
Guarantor in excess of its Guarantor Pro Rata Stfssech Guaranteed Obligations; (¢) “ Guarantar Rata Sharé shall mean, for any
Guarantor in respect of any payment of Guarantda@y&tions, the ratio (expressed as a percentage) the date of such payment of
Guaranteed Obligations of (i) the amount by whioh aggregate present fair salable value of atisadssets and properties exceeds the ar
of all debts and liabilities of such Guarantor (iting contingent, subordinated, unmatured, andjuidated liabilities, but excluding the
obligations of such Guarantor hereunder) to (i #mount by which the aggregate present fair saleddle of all assets and other properties
of the Borrowers and all of the Guarantors exceleedsamount of all of the debts and liabilities (u@ing contingent, subordinated, unmatu
and unliquidated liabilities, but excluding theighkions of the Borrowers and the Guarantors hetegrof the Borrowers and all of the
Guarantors; providedhowever, that, for purposes of calculating the GuarantorRata Shares of the Guarantors in respect opaysnent o
Guaranteed Obligations, any Guarantor that beca@waaantor subsequent to the date of any such p#yshall be deemed to have been a
Guarantor on the date of such payment and thediabimformation for such Guarantor as of the dateh Guarantor became a Guarantor
shall be utilized for such Guarantor in connectidotih such payment; and (d) “ Contribution Shashall mean, for any Guarantor in respect
of any Excess Payment made by any other Guarahtoratio (expressed as a percentage) as of teetlatich Excess Payment of (i) the
amount by which the aggregate present
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fair salable value of all of its assets and praperexceeds the amount of all debts and liabilitfesuch Guarantor (including contingent,
subordinated, unmatured, and unliquidated liabaitibbut excluding the obligations of such Guarah&seunder) to (ii) the amount by which
the aggregate present fair salable value of alitasmd other properties of the Borrowers andfai@® Guarantors other than the maker of
such Excess Payment exceeds the amount of aleafehts and liabilities (including contingent, sidhoated, unmatured, and unliquidated
liabilities, but excluding the obligations of theBowers and the Guarantors hereunder) of the B@m®and all of the Guarantors other than
the maker of such Excess Payment; provideawever, that, for purposes of calculating the Contribnt®hares of the Guarantors in respect
of any Excess Payment, any Guarantor that becaBwaeantor subsequent to the date of any such Eeasrent shall be deemed to have
been a Guarantor on the date of such Excess Paymeénhe financial information for such Guaranteoéthe date such Guarantor became a
Guarantor shall be utilized for such Guarantoranreection with such Excess Payment. This SectiéisHall not be deemed to affect any
right of subrogation, indemnity, reimbursement ontcibution that any Guarantor may have under apple law against any of the Borrow
in respect of any payment of Guaranteed Obligatibiagwithstanding the foregoing, all rights of catition against any Guarantor shall
terminate from and after such time, if ever, thathsGuarantor shall be relieved of its obligatipnssuant to Section 8.4.

4.7 Continuing Guarantee.
The guarantee in this Section 4 is a continuinganuae, and shall apply to all Credit Party Obliyad whenever arising.

SECTION 5
CONDITIONS

5.1 Closing Conditions.

The obligation of the Lenders to enter into thied@r Agreement and to make the initial Loans orlfseiing Lender to issue the initial
Letter of Credit, whichever shall occur first, diad subject to satisfaction of the following caiatis (in form and substance acceptable to the
Lenders):

(a) Executed Credit DocumentReceipt by the Administrative Agent of duly exelicopies of: (i) this Amended and Restated
Credit Agreement; (ii) the Notes; and (iii) all ethCredit Documents, each in form and substancepsable to the Lenders in their sole
discretion.

(b) Corporate DocumentReceipt by the Administrative Agent of the folliog:

(i) Charter DocumentsCopies of the articles or certificates of incagimn or other charter documents of each Credit
Party, which copies shall be (A) in the case ohdaarrower, certified to be true and complete aa ofcent date by the appropriate
Governmental Authority of the state or other juigsidn of its incorporation and certified by a setary or assistant secretary of such Credit
Party to be true and correct as of the Closing Ratk(B) in the case of all other Credit Partiestified by a secretary or assistant secreta
such Credit Party to be true and correct as oftlesing Date.

(i) Bylaws . A copy of the bylaws of each Borrower certifieddsecretary or assistant secretary of such Péosom true
and correct as of the Closing Date and an officeglgificate from each of the other Credit Partiegifying that the bylaws of such Credit
Party delivered pursuant to the terms of the 20@@Ii€ Facility have not changed (or, to the extnth bylaws have changed, certifying the
changed document).

(iii) Resolutions. Copies of resolutions of the Board of Directofgach Credit Party approving and adopting the €red
Documents to which it is a party, the transactiomstemplated therein and authorizing executiondeidery thereof, certified by a secretary
or assistant secretary of such Credit Party taumdnd correct and in force and effect as of thosi@g Date.
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(iv) Good Standing Copies of certificates of good standing, exiséeocits equivalent with respect to each CredityPar
certified as of a recent date by the appropriatee@umental Authorities of the state or other juididn of incorporation and each other
jurisdiction in which the failure to so qualify ahé in good standing could reasonably be expectbdte a Material Adverse Effe:

(v) Incumbency. An incumbency certificate of each Credit Partytiied by a secretary or assistant secretary ttrdmeand
correct as of the Closing Date.

(c) Financial StatementdReceipt by the Administrative Agent and the Lesds (i) the unaudited consolidated financial
statements of the Consolidated Parties, includalgrize sheets and income and cash flow statenwrtseffiscal quarter ended March 31,
2003 and (ii) such other information relating te thonsolidated Parties as the Administrative Agesy reasonably require in connection
with the structuring and syndication of credit fiigis of the type described herein.

(d) Opinions of CounselThe Administrative Agent shall have received pmimn, or opinions (which shall cover among other
things, authority, legality, validity, binding effeand enforceability) reasonably satisfactoryhi Administrative Agent addressed to the
Administrative Agent and the Lenders, dated afiefGlosing Date, from legal counsel to the CreditiPs.

(e) Material Adverse EffectNo material adverse change shall have occurredt $december 31, 2002 in the condition (financial
or otherwise), business, assets, operations, marader prospects of the Consolidated Parties takemwhole.

(f) Litigation . There shall not exist any pending or threaterdid®, suit, investigation or proceeding again§tamsolidated Party
that could reasonably be expected to have a Matedizerse Effect.

(g) Officer's Certificates The Administrative Agent shall have received difieate or certificates executed by an authorized
officer of the Principal Borrower as of the Closibgte stating that (A) each Consolidated Party isompliance with all existing financial
obligations, (B) all governmental, shareholder #n party consents and approvals necessary é€tiedit Parties to enter into the Credit
Documents and fully perform thereunder, if any,énheen obtained, (C) no action, suit, investigatioproceeding is pending or threatene
any court or before any arbitrator or governmeimstrumentality that purports to affect any Condaled Party or any transaction
contemplated by the Credit Documents, if such acsait, investigation or proceeding could reastnhb expected to have a Material
Adverse Effect, and (D) immediately after givindeet to this Credit Agreement, the other Credit Dments and all the transactions
contemplated therein to occur on such date, (1) ethe Credit Parties is Solvent, (2) no DefaulEvent of Default exists, (3) all
representations and warranties contained hereimnaih@é other Credit Documents are true and coireall material respects, and (4) the
Credit Parties are in compliance with each of tharfcial covenants set forth in Section 7.11.

(h) Attorney Costs Unless waived by the Administrative Agent, thaBavers shall have paid all Attorney Costs of the
Administrative Agent to the extent invoiced priordr on the Closing Date, plssich additional amounts of Attorney Costs as stalktitute
its reasonable estimate of Attorney Costs incuareit be incurred by it through the closing prodegd (provided that such estimate shall not
thereafter preclude a final settling of accountsvieen the Borrower and the Administrative Agent).

(i) Solvency. The Administrative Agent shall have received difieate executed by the chief financial officdrtbe Borrower as
of the Closing Date, in form and substance satisfgdo the Administrative Agent, regarding the \&wicy of each of the Credit Parties on a
consolidated basis.

(j) Fees and Expense®ayment by the Credit Parties of all other fees expenses owed by them to the Lenders and the
Administrative Agent.

(k) Insurance CertificatesReceipt by the Administrative Agent of an inswicertificate evidencing the insurance in effeithw
respect to the Properties as of the Closing Date.
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() Other. Receipt by the Lenders of such other documems#riments, agreements or information as reasomaqiyested by any
Lender, including, but not limited to, informatioegarding litigation, tax, accounting, labor, irmuce, pension liabilities (actual or
contingent), real estate leases, material confrdetst agreements, property ownership and contirgnilities of the Consolidated Parties.

5.2 Conditions to all Extensions of Credit

The obligations of each Lender to make, convesxtend any Loan and of the Issuing Lender to isswextend any Letter of Credit
(including the initial Loans and the initial Lettef Credit) are subject to satisfaction of theduling conditions in addition to satisfaction on
the Closing Date of the conditions set forth inti®ec5.1:

(a) The Borrowers shall have delivered (i) in thseof any Revolving Loan, an appropriate NoticBafrowing or Notice of
Extension/Conversion or (ii) in the case of anytéeof Credit, the Issuing Lender shall have reegigan appropriate request for issuance in
accordance with the provisions of Section 2.3(b);

(b) The representations and warranties set for8eiction 6 shall be, subject to the limitationsfegh therein, true and correct in
all material respects as of such date (excephfmsd which expressly relate to an earlier date);

(c) There shall not have been commenced againsCeegit Party an involuntary case under any applehankruptcy, insolvenc
or other similar law now or hereafter in effectamy case, proceeding or other action for the appant of a receiver, liquidator, assignee,
custodian, trustee, sequestrator (or similar @&f)af such Person or for any substantial partoproperty or for the winding up or liquidation
of its affairs, and such involuntary case or ottese, proceeding or other action shall remain wmdi&ed, undischarged or unbonded;

(d) No Default or Event of Default shall exist dpel continuing either prior to or after giving effélaereto;

(e) Concurrent with the delivery of the appropriatgice required pursuant to Section 5.2(a) abthePrincipal Borrower shall
have delivered a certificate of the chief financiicer of the Principal Borrower substantiallytime form of Exhibit 7.1(c) (i) demonstrating
compliance with the financial covenants contaime8eéction 7.11(a) and Section 7.11(b) by calcutatiereof after giving effect to the
making of the requested Loan (and the applicatfidh@proceeds thereof) or to the issuance oféheested Letter of Credit, as the case may
be, and (ii) stating that no Default or Event of&st exists, or if any Default or Event of Defadttes exist, specifying the nature and extent
thereof and what action the Credit Parties proposake with respect thereto.

() No development or event which has had or coefibonably be expected to have a Material Adveifeettshall have occurred
since December 31, 2002; and

(9) Immediately after giving effect to the makinfgsoich Loan (and the application of the proceedsetbr) or to the issuance of
such Letter of Credit, as the case may be, (isthe of the aggregate principal amount of outstap&avolving Loans pluthe aggregate
principal amount of outstanding Swingline Loanssgl®C Obligations outstanding shall not exceed thedRéng Committed Amount, and
(i) the LOC Obligations shall not exceed the LOGn@nitted Amount.

The delivery of each Notice of Borrowing, each Metof Extension/Conversion and each request fateetof Credit pursuant to Section 2.3
(b) shall constitute a representation and warragtthe Borrowers of the correctness of the matpegified in subsections (b), (c), (d), (f) ¢
(g) above.
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SECTION 6
REPRESENTATIONS AND WARRANTIES

The Credit Parties hereby represent to the Admatise Agent and each Lender that:

6.1 Financial Condition.

The financial statements delivered to the Lendarsyant to Section 5.1(c) and Section 7.1(a) and#phave been prepared in
accordance with GAAP and (b) present fairly thesobidated financial condition, results of operati@nd cash flows of the Consolidated
Parties as of such date and for such periods. Ercember 31, 2002 there has been no sale, traorsbéier disposition by any Consolidated
Party of any material part of the business or pitypaf any Consolidated Party and no purchase leeradcquisition by any of them of any
business or property (including any capital stotlry other Person) material in relation to thaficial condition of any Consolidated Party
in each case, which, is not (i) reflected in thestrrecent financial statements delivered to thedees pursuant to Section 7.1 or in the notes
thereto or (ii) otherwise communicated to the Adstiative Agent.

6.2 No Change; Dividends

Since December 31, 2002, (a) there has been ndogevent or event relating to or affecting a Corgatiéd Party which has had or
could reasonably be expected to have a MateriabfsivEffect and (b) except as otherwise permittetbuthis Credit Agreement, no
dividends or other distributions have been declgpadi or made upon the Capital Stock in a Conatdidl Party nor has any of the Capital
Stock in a Consolidated Party been redeemed, defigchased or otherwise acquired for value by terson other than in connection with
the redemption of the Capital Stock of HighwoodsiRepursuant to the terms of the Highwoods Reliltyited Partnership Agreement.

6.3 Organization; Existence; Compliance with Law.

Each of the Consolidated Parties (a) is duly ommahivalidly existing and is in good standing unttherlaws of the jurisdiction of its
incorporation or organization, (b) has the corpp@tother necessary power and authority, andethe Fight, to own and operate its property,
to lease the property it operates as lessee arwhttuct the business in which it is currently ersgh@nd (c) is duly qualified as a foreign
entity and in good standing under the laws of gadghdiction where its ownership, lease or operatib property or the conduct of its busin
requires such qualification, other than in suclsflictions where the failure to be so qualified amdood standing could not reasonably be
expected to have a Material Adverse Effect.

6.4 Power; Authorization; Enforceable Obligations.

Each of the Credit Parties has the corporate @ratbcessary power and authority, and the legat,rig make, deliver and perform the
Credit Documents to which it is a party, and in ¢thse of the Borrowers, to obtain extensions alitteereunder, and has taken all necessary
corporate action to authorize the borrowings aheoextensions of credit on the terms and conditafrthis Credit Agreement and to
authorize the execution, delivery and performarfadbe Credit Documents to which it is a party. Nmsent or authorization of, filing with,
notice to or other similar act by or in respectasfy Governmental Authority or any other Persardgiired to be obtained or made by or on
behalf of any Credit Party in connection with tteegrowings or other extensions of credit hereundewith the execution, delivery,
performance, validity or enforceability of the Citddocuments to which such Credit Party is a patter than those which have been
obtained or made. This Credit Agreement has beeheach other Credit Document to which any CredityPis a party will be, duly execut
and delivered on behalf of the Credit Parties. Tsdit Agreement constitutes, and each other €Bmiument to which any Credit Party |
party when executed and delivered will constitatggal, valid and binding obligation of such Ctdekrty enforceable against such party in
accordance with its terms, except as enforcealildy be limited by applicable bankruptcy, insolwenmeorganization, moratorium or similar
laws affecting the enforcement of creditatights generally and by general equitable pringlghether enforcement is sought by proceec
in equity or at law).
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6.5 No Conflicts.

Neither the execution and delivery of the CredicDments, nor the consummation of the transactiontemplated therein, nor the
performance of and compliance with the terms andipions thereof by such Credit Party will (a) it or conflict with any provision of its
articles or certificate of incorporation or bylaasother organizational or governing documentsuchsPerson, (b) violate, contravene or
materially conflict with any Requirement of Lawamy other law, regulation (including, without limiton, Regulation U or Regulation X),
order, writ, judgment, injunction, decree or perapplicable to it, (c) violate, contravene or cartflvith contractual provisions of, or cause
event of default under, any indenture, loan agre¢ymeortgage, deed of trust, contract or otheremgent or instrument to which it is a party
or by which it may be bound, the violation of whiobuld reasonably be expected to have a Materigers# Effect, or (d) result in or require
the creation of any Lien (other than those contategl in or created in connection with the Creditaents) upon or with respect to its
properties.

6.6 No Default.

No Consolidated Party is in default in any respexter any contract, lease, loan agreement, indenortgage, security agreement or
other agreement or obligation to which it is a ypart by which any of its properties is bound whit#fault could reasonably be expected to
have a Material Adverse Effect. No Default or EvehDefault has occurred or exists except as prshodisclosed in writing to the Lenders.

6.7 Ownership.

Each Consolidated Party is the owner of, and hasl gond marketable title to, all of its respectigsets and none of such assets is
subject to any Lien other than Liens permitted teder.

6.8 Indebtedness
Except as otherwise permitted under Section 8elCihnsolidated Parties have no Indebtedness.

6.9 Litigation .
There are no actions, suits or legal, equitablgitration or administrative proceedings, pendingtoithe knowledge of any Credit Party,
threatened against any Consolidated Party whicldaeasonably be expected to have a Material AévEftect.

6.10 Taxes

Each Consolidated Party has filed, or caused fiduk all tax returns (federal, state, local anceign) required to be filed and paid (a)
all amounts of taxes shown thereon to be due (iietuinterest and penalties) and (b) all other $akees, assessments and other
governmental charges (including mortgage recorthmgs, documentary stamp taxes and intangibles}axang by it, except for such taxes
(i) which are not yet delinquent, (ii) the nonpayrnef which is not reasonably likely to result ilMaterial Adverse Effect (provided that
failure to pay income or ad valorem real estategashall be deemed, for purposes of this Sectibb, € be likely to have a Material Adverse
Effect) or (iii) that are being contested in goadtt and by proper proceedings, and against widelgaate reserves are being maintained in
accordance with GAAP. No Credit Party is awarefab® Closing Date of any proposed tax assessnagatigist it or any other Consolidated
Party.

6.11 Compliance with Laws.

Each Consolidated Party is in compliance with @&fRrements of Law and all other laws, rules, ratioihs, orders and decrees
applicable to it, or to its properties, unless sfailure to comply could not reasonably be expetteldave a Material Adverse Effect and each
Consolidated Party is current with all materialoep and documents, if any, required to be filethwiny state or federal securities
commission or similar agency and is in full compéiea in all material respects with all applicableesuiand regulations of such commissions.
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6.12 ERISA.

(a) Each Plan is in compliance in all material ezgp with the applicable provisions of ERISA, thed€ and other Federal or state La
Each Plan that is intended to qualify under Sedtidh(a) of the Code has received a favorable d@tatian letter from the IRS or an
application for such a letter is currently beinggassed by the IRS with respect thereto and, tbekeknowledge of the Credit Parties,
nothing has occurred which would prevent, or cahedoss of, such qualification. Each Credit Parig each ERISA Affiliate have made all
required contributions to each Plan subject toiSeet12 of the Code, and no application for a fugdivaiver or an extension of any
amortization period pursuant to Section 412 ofGlele has been made with respect to any Plan.

(b) There are no pending or, to the best knowlexlgke Credit Parties, threatened claims, actioriawsuits, or action by any
Governmental Authority, with respect to any Plaatttould be reasonably be expected to have a Mbfaiverse Effect. There has been no
prohibited transaction or violation of the fidugiaesponsibility rules with respect to any Plart thas resulted or could reasonably be
expected to result in a Material Adverse Effect.

(c) (i) No outstanding liability exists as the riksaf an ERISA Event and no ERISA Event is reastnelpected to occur in the future;
(i) no Pension Plan has any Unfunded Pension liigj{iii)) no Credit Party nor any ERISA Affiliatdas incurred, or reasonably expects to
incur, any unsatisfied liability under Title IV &RISA with respect to any Pension Plan (other gr@miums due and not delinquent under
Section 4007 of ERISA); (iv) no Credit Party noyd&RISA Affiliate has incurred, or reasonably exisgo incur, any unsatisfied liability
(and no event has occurred which, with the givihgatice under Section 4219 of ERISA, would resulsuch unsatisfied liability) under
Sections 4201 or 4243 of ERISA with respect to dtidimployer Plan; and (v) no Credit Party nor afIEA Affiliate has engaged in a
transaction that could be subject to Sections 406212(c) of ERISA.

6.13 Subsidiaries

Set forth on Schedule 6.18a complete and accurate list of all Subsidianfesach Consolidated Party. Information_on Scheéul 3
includes (a) jurisdiction of incorporation or orgaation and (b) with respect to any Subsidiary teatot a Wholly Owned Subsidiary, the
number of shares of each class of Capital Stocktauding, the number and percentage of outstarstiages of each class owned (directly or
indirectly) by such Subsidiary, and the number effect, if exercised, of all outstanding optiongvants, rights of conversion or purchase
and all other similar rights with respect ther&tbe outstanding Capital Stock of all such Subsidsais validly issued, fully paid and non-
assessable and is owned by each such Consolidatsd directly or indirectly, free and clear of hlens (other than those arising under or
contemplated in connection with the Credit Docurapr®ther than as set forth_in Schedule .48 Subsidiary that is not a Wholly Owned
Subsidiary has outstanding any securities converitiithto or exchangeable for its Capital Stock neeglany such Person have outstanding any
rights to subscribe for or to purchase or any oytifor the purchase of, or any agreements proviftinthe issuance (contingent or otherwise)
of, or any calls, commitments or claims of any eleter relating to its Capital Stock. Schedule 6rE be updated from time to time by the
Borrowers by giving written notice thereof to thdrAinistrative Agent.

6.14 Governmental Regulations, Etc

(a) No part of the Letters of Credit or proceed¢hef Loans will be used, directly or indirectlyr the purpose of purchasing or
carrying any “margin stockWithin the meaning of Regulation U, or for the pasp of purchasing or carrying or trading in anyusgies.
If requested by any Lender or the AdministrativeeAg the Borrowers will furnish to the AdministraiAgent and each Lender a
statement to the foregoing effect in conformitytwtite requirements of FR Form Lreferred to in Regulation U. No indebtednessdp
reduced or retired out of the proceeds of the Laeas or will be incurred for the purpose of purchgor carrying any margin stock
within the meaning of Regulation U or any “margatsrity” within the meaning of Regulation T. “Mangstock” within the meaning of
Regulation U does not constitute more than 25%efvalue of the consolidated assets of the CoratelidParties. None of the
transactions contemplated by this Credit Agreerfiantuding, without limitation, the direct or indict use of the proceeds of the Loans)
will violate or result in a violation of the Sectieis Act of 1933, as amended, or the Securitieh&xge Act of 1934, as amended, or
regulations issued pursuant thereto, or Reguldtjds or X.
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(b) No Consolidated Party is subject to regulatioder the Public Utility Holding Company Act of 193he Federal Power Act
the Investment Company Act of 1940, each as amendexdidition, no Consolidated Party is (i) an ‘stment company” registered or
required to be registered under the Investment @ompct of 1940, as amended, and is not contrddieduch a company, or (ii) a
“holding company”, or a “subsidiary company” of ladlding company”, or an “affiliate” of a “holdingpenpany” or of a “subsidiary” of
a “holding company”, within the meaning of the Haltility Holding Company Act of 1935, as amended.

(c) Except as disclosed to the Administrative Agantriting, no director, executive officer or pcipal shareholder of any
Consolidated Party is an “insider” as such termeiined in Regulation O such that any Lender wdnddn violation of Regulation O
with respect to any Loan hereunder.

(d) Each Consolidated Party has obtained and lioltlsl force and effect, all franchises, licenspsrmits, certificates,
authorizations, qualifications, accreditations,esasnts, rights of way and other rights, consendsaqprovals which are necessary for
the ownership of its respective property and tocthreduct of its respective businesses as presemtigucted, other than those which the
failure to obtain and hold is not reasonably likidyresult in a Material Adverse Effect.

6.15 Purpose of Loans and Letters of Credit

The proceeds of the Loans hereunder shall be wdely ¥y the Borrowers (a) to to finance the acijis of (i) for lease office and
industrial properties, (ii) subject to Section j}LIproperties other than for lease office andustdal properties, (iii) Persons whose primary
business is the ownership, leasing and manageréatlease office and industrial properties and §ubject to Section 7.11(j), Persons
whose primary business is the ownership, leasidgn@nagement of properties other than for leaseeadind industrial properties, (b) to
finance the development of (i) new office and intdasproperties and (ii) subject to Section 7.1t finance the development of properties
other than for lease office and industrial progartiand (c) for working capital and other geneoaporate purposes. The Letters of Credit ¢
be used only for or in connection with appeal bomeisnbursement obligations arising in connectigthwurety and reclamation bonds,
reinsurance, domestic or international trade treticsas and obligations not otherwise aforementiorakting to transactions entered into by
the applicable account party in the ordinary cowfdausiness. In addition, Letters of Credit mayuked to provide credit enhancement for
any Indebtedness of a Credit Party.

6.16 Environmental Matters.

(a) There is no violation of any Environmental Le#ith respect to the facilities and properties owredsed or operated by the
Consolidated Parties or the businesses operatdtehl@onsolidated Parties which would, in the aggiegesult in anticipated clean-up
costs in excess of $25 million.

(b) No Consolidated Party has been notified of rmuagerial action, suit, proceeding or investigatidrich calls into question
compliance by any Consolidated Party with any Estwinental Laws or which seeks to suspend, revokerotinate any license, permit
or approval necessary for the generation, handéittgage, treatment or disposal of any Hazardousilé&in any material respect of 1
Consolidated Parties taken as a whole.

6.17 Intellectual Property.

Each Consolidated Party owns, or has the legal tibse, all trademarks, tradenames, copyrigathirtology, know-how and processes
(the “ Intellectual Property) necessary for each of them to conduct its bussiress currently conducted except for those theréatb own or
have such legal right to use could not have a N&tadverse Effect.

6.18 Solvency
Each Credit Party is and, after consummation ofrfnesactions contemplated by this Credit Agreemeititbe Solvent.
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6.19 Investments
All Investments of each Consolidated Party are Rexchinvestments.

6.20 Disclosure

Neither this Credit Agreement nor any financiatet@ents delivered to the Lenders nor any othermecd, certificate or statement
furnished to the Lenders by or on behalf of any €&didated Party in connection with the transactiomstemplated hereby contains any
untrue statement of a material fact or omits ttestamaterial fact necessary in order to makettitersents contained therein or herein not
misleading.

6.21 No Burdensome Restrictions

No Consolidated Party is a party to any agreemeimstrument or subject to any other obligatiorany charter or corporate restriction
or any provision of any applicable law, rule oruksgion which, individually or in the aggregate utsbreasonably be expected to have a
Material Adverse Effect.

6.22 Labor Matters.

There are no collective bargaining agreements dtidfaployer Plans covering the employees of a Chaated Party as of the Closing
Date and none of the Consolidated Parties hasredfeny strikes, walkouts, work stoppages or atieterial labor difficulty within the last
five years.

6.23 Tax Shelter Regulations

The Borrowers do not intend to treat the Loanslaatters of Credit and the transactions relatedetioesis being “reportable
transactions” (within the meaning of Treasury Ratjoh Section 1.6011-4). In the event any Borrodetermines to take any action
inconsistent with such intention, it will prompthptify the Administrative Agent thereof. If any Bower so notifies the Administrative
Agent, the Borrowers acknowledge that one or mbtheLenders may treat its Loans and/or its irgeire Swingline Loans and/or Letters of
Credit as part of a transaction that is subjediremsury Regulation Section 301.6112-1, and sucidéeor Lenders, as applicable, will
maintain the lists and other records required lmhStreasury Regulation.

6.24 Principal Offices.

Set forth on Schedule 6.2¢lthe chief executive office and principal pladdosiness of each Credit Party. Schedule 24 be
updated from time to time by the Borrowers by givimritten notice thereof to the Administrative Agen

SECTION 7
AFFIRMATIVE COVENANTS

Each Credit Party hereby covenants and agreesdHahg as this Credit Agreement is in effect gr amounts payable hereunder or
under any other Credit Document shall remain ontitay, and until all of the Commitments hereundetlishave terminated:

7.1 Information Covenants.

The Principal Borrower will furnish, or cause tofoenished, to the Administrative Agent for distition to the Lenders:

(a) Annual Financial Statementés soon as available, and in any event within d2¢s after the close of each fiscal year of the
Consolidated Parties, (i) a consolidated balaneetséind income statement of the Consolidated Basteof the end of such fiscal year,
together with related consolidated statements of
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operations and retained earnings and of cash flomsuch fiscal year, setting forth in comparatiwem consolidated figures for the
preceding fiscal year, all such financial infornoatidescribed above to be in reasonable form aradl deid audited by independent
certified public accountants of recognized nati@tahding reasonably acceptable to the Adminisgaligent and whose opinion shall
be to the effect that such financial statement®een prepared in accordance with GAAP (exceptHanges with which such
accountants concur) and shall not be limited dbe¢scope of the audit or qualified as to the stafithe Consolidated Parties as a going
concern, (ii) a schedule of the Properties sumrmayitotal revenues, expenses, net operating incéuigsted NOI, Annualized

Adjusted NOI and occupancy rates as of the lastofitlye applicable fiscal year and (iii) a projectiof Capital Expenditures for the

next fiscal year for each Property of a Consolid&®arty.

(b) Quarterly Financial Statementas soon as available, and in any event withidgs after the close of each fiscal quarter of
the Consolidated Parties (other than the fourttefiguarter, in which case 120 days after the karkdf) (i) a consolidated balance sl
and income statement of the Consolidated Partsesf the end of such fiscal quarter, together nethted consolidated statements of
operations and retained earnings and of cash flomsuch fiscal quarter in each case setting fioritomparative form consolidated
figures for the corresponding period of the precgdiscal year, all such financial information deéised above to be in reasonable form
and detail and reasonably acceptable to the Adtrétiizee Agent, and accompanied by a certificatthefchief financial officer of the
Principal Borrower to the effect that such quaytéiriancial statements fairly present in all makrespects the financial condition of
Consolidated Parties and have been prepared imdmw®e with GAAP, subject to changes resulting feardit and normal year-end
audit adjustments and the omission of footnot@sa Gchedule of the Properties summarizing t@eénues, expenses, net operating
income, Adjusted NOI, Annualized Adjusted NOI armtpancy rates as of the last day of the applicgiéeter, (iii) a listing of all
Properties Under Development showing the totaltadipbligation of the Credit Parties with respexeach such Property Under
Development, funds expended to date in connectitimeach such Property Under Development and itidigavhether each such
Property Under Development qualifies as a BuildShit Property, (iv) a projection of Asset Dispamits for the next fiscal quarter for
each Consolidated Party, (v) a summary of landhmasges by the Credit Parties for the prior quanter(®i) a summary of all Net Cash
Proceeds received by the Credit Parties during schl quarter, together with a verification oétamount of such Net Cash Proceeds,
in each case in form and detail satisfactory toAtiministrative Agent.

(c) Officer's Certificate At the time of delivery of the financial statenteprovided for in Sections 7.1(a) and 7.1(b) ahave
certificate of the chief financial officer of theiRcipal Borrower substantially in the form of Ekiti7.1(c), (i) demonstrating
compliance, as of the end of each such fiscal gerigth (A) the financial covenants contained irct8® 7.11, (B) the limitation on
Investments contained in Section 7.11(j),(m) anddnd (C) the financial covenants contained irhe#Edhe indentures or other
agreements relating to any publicly issued dehiiritizes of any Consolidated Party, in each casddigiled calculation thereof (which
calculation shall be in form satisfactory to theedgand which shall include, among other thingsexgilanation of the methodology
used in such calculation and a breakdown of thepoorents of such calculation), (ii) stating that @redit Parties were in compliance
with each of the covenants set forth in Sectioasd 8 of the Credit Agreement at all times duringhsfiscal period and (iii) stating th
as of the end of each such fiscal period, no Defautvent of Default exists, or if any DefaultEvent of Default does exist, specifying
the nature and extent thereof and what action tiediCParties propose to take with respect thefatior to increasing the Applicable
Percentage hereunder pursuant to the last sertétioe definition thereof, the Administrative Agesitall provide the Principal
Borrower with notice that it has not received ditieate due pursuant to this Section as of thdiepple due date.

(d) Financial ProjectionsCommencing with the fiscal quarter ending asunfe]30, 2003, as soon as available, and in anyt even
within 45 days after the end of every other fispadirter thereafter (or, in the case of a fiscakguan which such reporting is required
and which coincides with the end of a fiscal yd&Q days), (i) a pro forma balance sheet and incsiatement of the Consolidated
Parties for each of the eight succeeding fiscaftgus, together with related pro forma consolidaedements of operations and of cash
sources and uses for each such succeeding fisagkgand (i) a certificate of the chief financidficer of the Principal Borrower
demonstrating compliance on a pro forma basisdoh@f the eight succeeding fiscal quarters withtf® financial covenants contair
in Section 7.11, (B) the limitation on Investmeotsmtained
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in Section 7.11(j), (m) and (n), and (C) the fin@hcovenants contained in each of the indenturetteer agreements relating to any
publicly issued debt securities of any Consolid®ady, in each case by detailed calculation tHegbich calculations shall be in form
satisfactory to the Agent and which shall incluaimong other things, an explanation of the methagolsed in such calculations and a
breakdown of the components of such calculations).

(e) Compliance With Certain Provisions of the Crédireement Within 120 days after the end of each fiscal y&ahe Principal
Borrower, a certificate of the chief financial afr of the Principal Borrower containing informatigegarding the amount of all Equity
Issuances that were made during the prior fiscat.ye

(f) Accountants Certificate. Within the period for delivery of the annual fir@al statements provided in Section 7.1(a), a
certificate of the accountants conducting the ahaudit stating that they have reviewed this Crédjteement and stating further
whether, in the course of their audit, they haveob®e aware of any Default or Event of Default ahdny such Default or Event of
Default exists, specifying the nature and exteatebf.

(9) Auditor' s Reports Promptly upon receipt thereof, a copy of any otieport or “management letter” submitted by indegent
accountants to any Consolidated Party in conneetithany annual, interim or special audit of treoks of such Person.

(h) Reports Promptly, (i)(A) copies of any 10-K, 10-Q and S$ildd (without exhibits unless such exhibits aggquested by the
Administrative Agent), (B) all other registratiotatements and prospectuses sent to, or noticeiseddeom, the Securities and
Exchange Commission, or any successor agency, abengequested by the Administrative Agent, (Chaditerials sent to or received
from S&P, Moodys, any Third Rating Agency or ankietnationally recognized rating agency and (D)e®pf all proxy statements as
any Consolidated Party shall send to its sharem®ldiepartners generally and (i) upon the reqoé#te Administrative Agent, all
reports and written information to and from the tddiStates Environmental Protection Agency, orstate or local agency responsible
for environmental matters, the United States Octopal Health and Safety Administration, or anytetar local agency responsible for
health and safety matters, or any successor ageoicauthorities concerning environmental, healthadety matters.

(i) Notices. Upon obtaining knowledge thereof, such Credityaill give written notice to the Administrativegent immediately
of (i) the occurrence of an event or condition ¢stirsg of a Default or Event of Default, specifyitige nature and existence thereof and
what action the Credit Parties propose to take vagipect thereto, and (ii) the occurrence of anthefollowing with respect to any
Consolidated Party (A) the pendency or commencewieany litigation, arbitral or governmental prodeey against such Person which
if adversely determined could reasonably be expecidave a Material Adverse Effect or (B) theitogion of any proceedings against
such Person with respect to, or the receipt oftadtly such Person of potential liability or respbifisy for violation, or alleged violatio
of any federal, state or local law, rule or regolatincluding but not limited to, Environmental\ws, the violation of which could
reasonably be expected to have a Material AdveifsetE

()) ERISA . Upon obtaining knowledge thereof, any Credit YPaiitl give written notice to the Administrative &gt promptly (an:
in any event within five business days) of: (iJaofy event or condition, including, but not limiteeq any Reportable Event, that
constitutes, or might reasonably lead to, an ERESAnNt; (ii) with respect to any Multiemployer Pldhe receipt of notice as prescribed
in ERISA or otherwise of any withdrawal liabilitgsessed against the Borrowers or any of their ERffifates, or of a determination
that any Multiemployer Plan is in reorganizationrmolvent (both within the meaning of Title IV BRISA); (iii) the failure to make fu
payment on or before the due date (including exbeis$ thereof of all amounts which any Consolida®edty or any ERISA Affiliate is
required to contribute to each Plan pursuant tteitsis and as required to meet the minimum fundtagdard set forth in ERISA and
Code with respect thereto; or (iv) any change éftinding status of any Plan, providiat the foregoing events individually or in
combination could reasonably be expected to havatarial Adverse Effect, together with a descriptad any such event or condition
or a copy of any such notice and a statement byliief financial officer of the Principal Borrowbriefly setting forth the details
regarding such event, condition, or notice, andaitteon, if
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any, which has been or is being taken or is praptsdée taken by the Credit Parties with respestato. Promptly upon request, the
Credit Parties shall furnish the Administrative Agand the Lenders with such additional informationcerning any Plan as may be
reasonably requested, including, but not limitecctipies of each annual report/return (Form 550@sg as well as all schedules and
attachments thereto required to be filed with tlegp&tment of Labor and/or the Internal RevenueiSeipursuant to ERISA and the
Code, respectively, for each “plan year” (withie timeaning of Section 3(39) of ERISA).

(k) Environmental

(i) If the Administrative Agent requests in writiragnd if (A) the Borrower does not have environmkintsurance with respe
to any property owned, leased or operated by aiCPadty or (B) the Administrative Agent has reasomelieve that there exists
on any property owned, leased or operated by ait®ady Hazardous Materials which materially affége value of such propel
and with respect to which the Borrower has notigived a report within the immediately previous wee(12) month period, the
Borrowers will furnish or cause to be furnishedhe Administrative Agent, at the Borrowers’ expereseeport of an
environmental assessment of reasonable scope afladndepth, including, where appropriate, invasoie@ groundwater
sampling, by a consultant reasonably acceptalileetddministrative Agent as to the nature and ebdéthe presence of any
Hazardous Materials on any such property and #eteompliance by the Credit Parties with EnvirontakLaws; provided that
there exists a continuing default or Event of Défas of the date of the Administrative Agent’s tiemn request for an
environmental report pursuant to the terms of 8@stion 7.1(k)(i), the Borrower shall provide sueport regardless of whether
either of the conditions set forth in subsectiohsdnd (B) of this Section 7.1(k)(i) has been de@s If the Borrowers fail to
deliver such an environmental report within seveitg (75) days after receipt of such written resputben the Administrative
Agent may arrange for same, and the Credit Pangesby grant to the Administrative Agent and thepresentatives access to the
Properties and a license of a scope reasonablygs@geto undertake such an assessment (includimerevappropriate, invasive
soil or groundwater sampling).

(i) Each Credit Party will conduct and completkiavestigations, studies, sampling, and testing alhremedial, removal,
and other actions necessary to address all Hazaldaterials on, from, or affecting any real propenvned or leased by a Credit
Party to the extent necessary to be in compliaritteail Environmental Laws and all other applicafdderal, state, and local lav
regulations, rules and policies and with the or@ded directives of all Governmental Authorities exsing jurisdiction over such
real property to the extent any failure could rewdidy be expected to have a Material Adverse Effect

(iii) Each Credit Party will promptly provide upauch Credit Party’s receipt thereof all insuranesificate(s) evidencing
the environmental insurance held by any of the Glitsted Parties with respect to the Properties.

() Quarterly Stock Repurchase/Joinder Statemefitssoon as available, and in any event, withityffive (45) days after the end
of each fiscal quarter, a Quarterly Stock Repurellaménder Statement. Attached to such Quarterlgk3Repurchase/Joinder Statement
shall be (i) a certification from a Responsiblei€#f confirming that, as of the date of the Quédyt8tock Repurchase/Joinder Staterr
there exist no Subsidiaries that should be, bue et yet been, joined as Credit Parties and ¢jpjes of all Joinder Agreements
executed during the immediately preceding fiscalrtgr.

(m) Other Information With reasonable promptness upon any such recgiedt,other information regarding the business,
insurance, properties or financial condition of &@gnsolidated Party as the Administrative AgentherRequired Lenders through the
Administrative Agent may reasonably request.

(n) Reportable Transaction®romptly after any Borrower has naotified the Adisirative Agent of any intention by any Borrower
to treat Loans and/or Letters of Credit and relétadsactions as being a “reportable transactiafith{n the meaning of Treasury
Regulation Section 1.6011-4), a duly completed anffRS Form 8886 or any successor form.
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7.2 Preservation of Existence and Franchises

Except as a result of or in connection with a meaje Subsidiary permitted by Section 8.4 or assallt of an Asset Disposition
permitted by Section 8.17, each Credit Party aitigd will cause each of its material Subsidiariesltoall things necessary to preserve and
keep in full force and effect its existence, riglitanchises and authority. Highwoods Propertidsmaintain its status as a REIT.

7.3 Books and Records

Each Credit Party will, and will cause each ofStehsidiaries to, keep complete and accurate bauksexords of its transactions in
accordance with good accounting practices on tkes o GAAP (including the establishment and maiatece of appropriate reserves).

7.4 Compliance with Law.

(a) Each Credit Party will, and will cause eaclit®Subsidiaries to, comply with all Environmenitalws, except to the extent any
violations thereof result in aggregate projecteguolup costs (to all Credit Parties, collectiveljess than $25,000,000; provided,
however, that to the extent any material violatdmny Environmental Law results from an intentilpmallful or reckless act of any
Credit Party or any of their Subsidiaries and anyiEbnmental Law requires clean up or other rentaaticas a consequence of such
violation, the Credit Parties or their Subsidiasésll, upon obtaining knowledge of such conditidifigently pursue such required cle
up and/or other remediation.

(b) Each Credit Party will, and will cause eaclitefSubsidiaries to, comply with all other matet&dss, rules, regulations and
orders, and all applicable material restrictionpased by all Governmental Authorities, applicablé &nd its property.

7.5 Payment of Taxes and Other Indebtedness

Each Credit Party will, and will cause each ofStshsidiaries to, pay and discharge (a) all taxesessments and governmental charges
or levies imposed upon it, or upon its income afigs, or upon any of its properties, before theglsbecome delinquent, and (b) all lawful
claims (including claims for labor, materials angbglies) which, if unpaid, might give rise to a higpon any of its properties; provided
however, that no Consolidated Party shall be requiredapgny such tax, assessment, charge, levy, claimdebtedness which is being
contested in good faith by appropriate proceedargbas to which adequate reserves therefor havedstablished in accordance with GA,
unless the failure to make any such payment caadanably be expected to have a Material Adverfeetf

7.6 Insurance.

Each Credit Party will, and will cause each ofStshsidiaries to, at all times maintain in full ferand effect insurance (including
worker’s compensation insurance, liability insurnenvironmental insurance, casualty insurancebasihess interruption insurance) in such
amounts, covering such risks and liabilities anthwuch deductibles or self-insurance retentiorer@asn accordance with normal industry
practice. The present insurance coverage of the@idated Parties is outlined as to carrier, pofiaynber, expiration date, type and amount
on Schedule 7.6Each such policy will require and the certificateill state, that no such policy will be terminéigithout at least thirty (30)
days prior written notice having been delivereth®s Administrative Agent.

7.7 Maintenance of Property.

Each Credit Party will, and will cause each ofStshsidiaries to, maintain and preserve its propegnd equipment in good repair,
working order and condition, normal wear and teat @asualty and condemnation excepted, and willenakcause to be made, in such
properties and equipment from time to time all respaenewals, replacements, extensions, additlmetserments and improvements thereto as
may be needed or proper, to the extent and in irener customary for companies in similar businesses
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7.8 Performance of Obligations

Each Credit Party will, and will cause each ofdtshsidiaries to, perform in all material respeditsfats obligations under the terms of
all material agreements, indentures, mortgagesrisg@agreements or other debt instruments to whiha party or by which it is bound,
except to the extent any failure to so performaslikely to result in a Material Adverse Effect.

7.9 Use of Proceeds
The Borrowers will use the proceeds of the Loartbwifl use the Letters of Credit solely for the poses set forth in Section 6.15.

7.10 Audits/Inspections.

Upon reasonable notice and during normal businessstand in a manner that will not unreasonabkgrfete with its business
operations, each Credit Party will, and will caeseh of its Subsidiaries to, permit representati@sinted by the Administrative Agent,
including, without limitation, independent accourt agents, attorneys, and appraisers to visitrepect its property, including its books
and records, its accounts receivable and inventisrfacilities and its other business assets,tamdake photocopies or photographs thereof
and to write down and record any information sugtresentative obtains and shall permit the Admittiste Agent or its representatives to
investigate and verify the accuracy of informatwovided to the Lenders and to discuss all suchersatvith the officers, employees and
representatives of such Person.

7.11 Financial Covenants
(a) Total Liabilities to Total AssetsAt all times, the TL/TA Ratio shall be less thanequal to 0.575 to 1.00.

(b) Unencumbered Assets to Unsecured Déittall times, the ratio of (i) Unencumbered Asstt (i) Unsecured Debt shall
be greater than or equal to 2.00 to 1.00.

(c) Secured Debt to Total Assetat all times, the ratio of (i) Secured Debt ti) liotal Assets shall be less than or equal to
0.35 to 1.00.

(d) Interest Coverage Ratid\t all times, the Interest Coverage Ratio shalbbeater than 2.10 to 1.00.
(e) Fixed Charge Coverage Ratiat all times the Fixed Charge Coverage Ratioldtmlgreater than 1.55 to 1.00.

(f) Unsecured Debt Coverage RatiAt all times, the ratio of (i) aggregate Adjuste@I for all Properties contributing to the
calculation of Unencumbered Assets for the tweh® (honth period immediately preceding the last ofathe calendar month
most recently ended, (including, without limitatjqA) for Properties sold prior to the date of cddtion, Adjusted NOI for such
Properties during the applicable calculation petipdo the date of such sale, and (B) for Propextikich drop out of the
calculation of Unencumbered Assets prior to sudk déacalculation, Adjusted NOI for such Propertiesing the applicable
calculation period up to the date on which suctpBrty is no longer considered for purposes of datiyg Unencumbered Assets;
provided, however, that Adjusted NOI for Properfiest included in the calculation of Unencumbefestets during the applicak
calculation period shall be included only to théeex received on or after the date on which sudpéity is included in the
calculation of Unencumbered Assets) to (ii) InteE2gpense paid on Unsecured Debt for the twelvg ifidhth period immediate
preceding the last day of the calendar month nexstntly ended, shall be greater than 2.25 to 1.0.

(g) Tangible Net Worth At all times the Tangible Net Worth shall be dezahan or equal to the sum of (i)
$1,575,000,000.00, plY8) an amount equal to 85.0% of the Net Cash
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Proceeds received by the Consolidated Partiesrinazgion with any Equity Issuance subsequent t&€thsing Date calculated on
a cumulative basis as of the end of each fiscaltgquaf the Consolidated Parties following the @igsDate, lesgiii) (A) to the
extent the aggregate Dollar amount paid by the Qlateted Parties for the purchase, redemptiomremgient or acquisition of
Capital Stock of the Principal Borrower followinget Closing Date is equal to or less than the Neh@®aoceeds received by the
Consolidated Parties in connection with all Eqlsiyuances subsequent to the Closing Date (andlatdduas set forth above), an
amount equal to 85.0% of the aggregate Dollar amsaipaid by the Consolidated Parties for suchhasge, redemption,
retirement or acquisition, and (B) to the extemst éiggregate Dollar amount paid by the ConsolidBtaties for the purchase,
redemption, retirement or acquisition of Capitalcktof the Principal Borrower following the Closidmte is in excess of the Net
Cash Proceeds received by the Consolidated Parteemnection with all Equity Issuances subseqteetite Closing Date (and
calculated as set forth above), 100.0% of suchssxamount.

(h) Speculative Land to Total AssetAt all times, the ratio of (i) the value of alp&ulative Land (as adjusted to deduct
therefrom the pro rata share of Speculative Lalatable to the Outside Interests) to (ii) Total dtssshall be less than or equal to
0.10 to 1.00.

(i) Budgeted Project Cost Ratios

(i) At all times, the ratio of (A) the Budgeted Ryt Costs of all Properties Under Developmentduing Build To
Suit Properties; and as adjusted to deduct therefhe pro rata share of Properties Under Develop@ltatable to the
Outside Interests) to (B) Total Assets shall bs than or equal to 0.10 to 1.00.

(i) At all times, the ratio of (A) the Budgeteddpect Costs of all Properties Under DevelopmentludingBuild to
Suit Properties; and as adjusted to deduct therefhe pro rata share of Properties Under Developaltable to the
Outside Interests) to (B) Total Assets shall bs tean or equal to 0.20 to 1.00.

(iii) At all times, the ratio of (A) the sum of (ihe value of all Speculative Land (as adjustedetduct therefrom the
pro rata share of Speculative Land allocable tadhtside Interests) ply&) the Budgeted Project Costs of all Properties
Under Development (including Build to Suit Propestiand as adjusted to deduct therefrom the pacstatre of Properties
Under Development allocable to the Outside Intejast (B) Total Assets shall be less than or etuél25 to 1.00.

() Investment in Properties other than For Leaffec®and Industrial PropertiesThe Credit Parties will not permit any
Consolidated Party to, directly or indirectly, azgudevelop or otherwise make an Investment in@operties other than for le¢
office and industrial properties which in the aggte shall exceed at any one time an amount grésterl 0% of Total Assets.

(k) Restricted PaymentsThe Credit Parties will not permit the ConsolathParties to, directly or indirectly, declare,end
make or set apart any sum for or pay any Restrietggnents to the extent that, as of the end ofdlendar quarter most recently
ended, the aggregate Restricted Payments madeydbemperiod commencing as of (and including) Apri2003 and extending
through the end of such quarter is in excess @mount equal to the greater of (i) the sum of (A\penount equal to the amount
dividends required to be paid by Highwood Propsrtiaring such period to retain its status as a Riald to meet the distribution
requirements of Section 857 of the Code, |(R)s$5,000,000 and (ii) ninety-five percent (95%}te sum equal to (A) one
hundred percent (100%) of Cash Available for Disttion for the date of calculation, pl(B) 25% of Net Asset Sales Proceeds
derived from sales of Speculative Land during quetiod, plugC) 70% of Net Asset Sales Proceeds derived frdes sd
Properties of the Consolidated Parties not consdler be Speculative Land during such period; pledj however, that, for
purposes of calculating the amount set forth irckuse (i), the amount added pursuant to items(®l) (C) thereof (the items
concerning Net Asset Sales Proceeds) shall not
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exceed, in the aggregate, (1) for any calculatimte during the period commencing as of the datedfiend ending as of the date
12 calendar months thereafter, $50,000,000; (2amgrcalculation date during the period commenttiregday immediately
following the date which is 12 calendar monthsdwling the date hereof and ending as of the dawal¥hdar months following
the date hereof, $100,000,000; or (3) for any datmn date during the period commencing the dapédiately following the da
which is 24 calendar months following the date beemd ending as of the date 36 calendar monthm/firig the date hereof,
$150,000,000.

() Purchases, Redemptions and Retirements of iBahBorrower Capital StockThe Principal Borrower may purchase,
redeem, retire or otherwise acquire for value drayes of any class of Capital Stock of the Prindjmrower, provided, however,
that the amount of all such purchases, redemptietissments or payments shall not exceed in tigeeagate the sum of (i) 75% of
Net Asset Sales Proceeds derived from sales ofupiae Land, plus (y) 30% of Net Asset Sales Pedsederived from sales of
Properties of the Consolidated Parties not consdler be Speculative Land, in each case for theggeommencing as of July 1,
2002 and extending through the date of calculation.

(m) Investments in NofVholly Owned SubsidiariesThe Credit Parties will not permit the Borrowersany Wholly Owne
Subsidiary that is a Credit Party to make any Itmest in any Non-Wholly Owned Subsidiary that iSr@dit Party except to the
extent that the Adjusted Investment Value of sumlestments does not exceed, in the aggregate dina@yutstanding, an amot
equal to 15% of the sum of (i) Total Assets le§safi amount equal to the percentage of Total Assgiresented by the Adjusted
Investment Value of Investments made pursuant ei@e7.11(n).

(n) Investments in Noi€onsolidated PartiesThe Credit Parties will not permit any Investngeimt any Person that is not a
Consolidated Party except to the extent that tlyeegate Adjusted Investment Value of all such Ithwesits in all such Persons
does not exceed 10% of Total Assets in the aggeesiany one time outstanding.

7.12 Additional Credit Parties.

If any Person becomes a Subsidiary of any Creditya upon the formation of any Preferred Stock$diary or if at any time any
Non-Guarantor Subsidiary could become a Credit Partiyomt violating the terms of any material contragfteement or document to whic
is a party, the Principal Borrower shall (a) if BuRerson is a Domestic Subsidiary of a Credit Parry Preferred Stock Subsidiary, cause :
Person to execute a Joinder Agreement in subdtgritia same form as Exhibit 7.13h or before the deadline for delivery of the next
Quarterly Stock Repurchase/Joinder Statement,r(hjigle the Administrative Agent with notice therewf a quarterly basis by delivering a
Quarterly Stock Repurchase/Joinder Statement dred dbcumentation as required in Section 7.1(K, @jh cause such Person to deliver such
other documentation as the Administrative Agent measonably request in connection with the foregyaimcluding, without limitation,
certified resolutions and other organizational anthorizing documents of such Person, favorableiops of counsel to such Person (which
shall cover, among other things, the legality, digi binding effect and enforceability of the doeentation referred to above), all in form,
content and scope reasonably satisfactory to thmididtrative Agent. If a Non-Guarantor Subsidiargeutes and delivers a Joinder
Agreement it shall no longer be deemed a Non-Guar&ubsidiary under this Credit Agreement. Notwaigimding the foregoing, the Credit
Parties shall be permitted to not cause a Subgithiaexecute a Joinder Agreement as provided ali@ither (i) such Subsidiary holds no
assets; or (ii) (A) such Subsidiary holds totak#ssvith a value of less than $500,000 and (B)tira of the values of the total assets held by
the Subsidiaries already excluded as Guarantosipat to subclause (A) plus the value of the tdakts held by the applicable Subsidiary is
less than $5,000,000.

7.13 Management

Each of O. Temple Sloan, Ronald P. Gibson, Carniazzb and Edward J. Fritsch shall remain activihénmanagement of Highwoods
Properties; provided that upon the death, disghilitretirement of any of the above-referencedviddials, Highwoods Properties shall have
six months to provide the Administrative Agent with
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substitute personnel as replacements; such substigusonnel to be acceptable to the Administraiiyent in its reasonable discretion.

7.14 Upstream of Excess Cash Flow

Each Credit Party shall cause all “Excess Cash Faw/defined below) of a Non-Guarantor Subsidiarpe transferred to a Credit
Party as promptly as possible but at least oncerthmFor the purposes of this Section 7.14, “Exé@ash Flow” means an amount equal to
all net operating income of such Non-Guarantor #lidey minus all debt service payments of such NBrarantor Subsidiary minus all
amounts required to fund reserves of such Non-Guar&ubsidiary.

7.15 Reporting of Certain Guaranty Obligations.

The Borrower shall, as of the Closing Date and ftome to time as of each date on which an officegHificate is required to be
delivered pursuant to Section 7.1(c) hereof, deliwghe Administrative Agent in writing a compléigt of all Guaranty Obligations of the
Credit Parties described in clause (iv) of them&éin of Guaranty Obligations and, for each offsebligations, information as to (i) the
amount of leasable space, per square foot rerttabral term applicable to such obligations, (i Eases or other revenue sources for which
the Credit Parties receive credit towards suchgalkibns and (iii) any cash reserves being mainthineelation to such obligations and the
method of calculation thereof.

7.16 Environmental Indemnity .

The Credit Parties agree that they will reimbutseltenders for and hereby hold the Lenders harnfilessall fines or penalties made
levied against any of the Lenders by any Governaigxithority as a result of or in connection withtbie use of Materials of Environmental
Concern at the Properties, (ii) the use of MaterdIEnvironmental Concern at the facilities therear (jii) the use, generation, storage,
transportation, discharge, release or handlingigfMaterials of Environmental Concern at the Prapsy or as a result of any release of any
Materials of Environmental Concern onto the groanéhto the water or air from or upon the Properti¢ any time. The Credit Parties also
agree that they will reimburse the Lenders for md@mnify and hold the Lenders harmless from ard/alhcosts, expenses (including
reasonably attorneys’ fees actually incurred) amdafl civil claims, judgments or penalties incutrentered, assessed, or levied against any of
the Lenders as a result of any of the Credit Psirtise of Materials of Environmental Concern atRineperties or as a result of any release of
any Materials of Environmental Concern on the grbaninto the water or air by any of the CredittRarfrom or upon the Properties. Such
reimbursement or indemnification shall include bat be limited to any and all judgments or penalt@erecover the costs of cleanup of any
such release by any of the Credit Parties fromponuProperties and all reasonable expenses incoyréfte Lenders as a result of such a civil
action, including but not limited to reasonabl@ateys’ fees. The Credit Parties’ obligations urttiés section shall survive the repayment of
the Loans.

SECTION 8
NEGATIVE COVENANTS

Each Credit Party hereby covenants and agreessthing as this Credit Agreement is in effectmy amounts payable hereunder or
under any other Credit Document shall remain onotitey, and until all of the Commitments hereundelishave terminated:

8.1 Indebtedness.
The Credit Parties will not permit any ConsolidaRatty to contract, create, incur, assume or pamekist any Indebtedness, except:
(a) Indebtedness arising under this Credit Agre¢rard the other Credit Documents;
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(b) Indebtedness set forth in Schedule(@rid renewals, refinancings and extensions théreofi terms and conditions no less
favorable to such Person than such existing Indielgtss or (i) in the case such existing Indebtesibesomes unsecured, on terms and
conditions consistent with then prevailing markanslards for such unsecured Indebtedness) angrin@pal amount not in excess of
that outstanding as of the date of such renewfithargcing or extension;

(c) Indebtedness arising from obligations of theditrParties evidenced by the interest rate prioteegreements entered into in
order to manage existing or anticipated intereast oa exchange rate risks and not for speculativpgses;

(d) Other unsecured Indebtedness;

(e) Other secured Indebtedness that is nonrectumgy Credit Party (subject to normal and custgmecourse carveouts in the
ordinary course of business); and

(f) Other secured Indebtedness that is recouraaydCredit Party provided that such secured Inditass, in the aggregate, shall
not exceed at any one time a principal amount gréhain 5% of Total Assets.
8.2 Liens.
The Credit Parties will not permit any ConsolidaRatty to contract, create, incur, assume or pamekist any Lien with respect to a
ownership interest in a Non-Guarantor Subsidiary.
8.3 Nature of Business

Except as provided in Section 7.11(j), the Credities will not permit the Consolidated Partiegashole to substantially alter the
character or conduct of the business conducteditly Berson as of the Closing Date.

8.4 Consolidation, Merger, Dissolution, etc

The Credit Parties will not permit any ConsolidaRatty to enter into any transaction of mergerasrsolidation or liquidate, wind up or
dissolve itself (or suffer any liquidation or didstion); providedthat, notwithstanding the foregoing provisionstitSection 8.4, (a) each of
the Borrowers may merge or consolidate with anysobubsidiaries so long as (i) such Borrower shalthe continuing or surviving entity
and (ii) after giving effect thereto no DefaultEvent of Default exists, (b) any Person may be e consolidated with or into Highwoods
Properties so long as (i) Highwoods Propertiehéscontinuing or surviving corporation and (ii)eafgiving effect thereto no Default or Event
of Default exists and (c) any Consolidated Parheothan Highwoods Properties or a Borrower maygaer consolidate with any Person
other than Highwoods Properties or a Borrower sg las the Person surviving such merger or consmit#s or becomes a Credit Party
pursuant to Section 7.12 hereof.

8.5 Intentionally Omitted

8.6 Investments.

The Credit Parties will not permit any ConsolidaRatty to lend money or extend credit or make adeao any Person or purchase or
acquire any stock, obligations or securities ofaimy other interest in, or make any capital contidn to, or otherwise make an Investment in
any Person except for Permitted Investments.

8.7 Intentionally Omitted
8.8 Prepayments of Indebtedness, etc

The Credit Parties will not permit any ConsolidaRatty to (a) if any Default or Event of Defaulshaccurred and is continuing or
would be directly or indirectly caused as a rethdteof, after the issuance thereof, amend or modif
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(or permit the amendment or modification of) anyhe terms of any Indebtedness if such amendmembdification would add or change
any terms in a manner adverse to the issuer of Isulgbtedness, or shorten the final maturity oraye life to maturity or require any
payment to be made sooner than originally scheduiéocrease the interest rate applicable theretdhange any subordination provision
thereof, or (b) if any Default or Event of Defablis occurred and is continuing or would be direstlindirectly caused as a result thereof,
make (or give any notice with respect thereto) aslyntary or optional payment or prepayment or nepigon or acquisition for value of
(including without limitation, by way of depositimgoney or securities with the trustee with respleeteto before due for the purpose of
paying when due), refund, refinance or exchangegfother Indebtedness.

8.9 Transactions with Affiliates.

The Credit Parties will not permit any ConsolidaRatty to enter into or permit to exist any tratigecor series of transactions, whether
or not in the ordinary course of business, with afficer, director, shareholder, Subsidiary or Adfie of such Person other than (i)
transactions permitted by Section 8.6, (ii) custoniaes paid to directors in the ordinary coursbudiness, (iii) the payment of compensa
to employees and officers in the ordinary coursbusiness, (iv) the creation of Preferred Stocks®liaries and (v) on terms and conditions
substantially as favorable to such Person as woellobtainable by it in a comparable arms-lengthsiation with a Person other than an
officer, director, shareholder, Subsidiary or A#ik.

8.10 Fiscal Year; Organizational Documents

The Credit Parties will not permit any ConsolidaRatty to (a) change its fiscal year without themwritten consent of the Required
Lenders or (b) amend, modify or change its partipragreement (other than a change limited sotebdd additional limited partners or
authorize the issuance of additional units) orchs of incorporation (or corporate charter or ogimilar organizational document) or bylaws
(or other similar document) in any manner that wlaelasonably be likely to adversely affect thetsghf the Lenders in any material respect.

8.11 Limitation on Restricted Actions.

Without providing prior written notice to the Adnistrative Agent, the Credit Parties will not permity Consolidated Party to, directly
or indirectly, create or otherwise cause or suffezxist or become effective any encumbrance dricésn on the ability of any such Persor
(a) pay dividends or make any other distributianarty Credit Party on its Capital Stock or withpest to any other interest or participation
in, or measured by, its profits, (b) pay any In@eloiess or other obligation owed to any Credit Péc)ymake loans or advances to any Credit
Party or (d) sell, lease or transfer any of itgpemties or assets to any Credit Party, excepe@pect of any of the matters referred to in cla
() through (d) above) for such encumbrances dricgsns existing under or by reason of this Ctédjreement and the other Credit
Documents.

8.12 Ownership of Subsidiaries

Notwithstanding any other provisions of this Creflifreement to the contrary, the Credit Parties moll permit any Consolidated Party
other than Highwoods Properties, Highwoods Realtgny Preferred Stock Subsidiary to issue any shafrpreferred Capital Stock to any
Person other than a Credit Party. Furthermore, Wiglds Realty and Highwoods Properties shall airats maintain ownership, directly or
indirectly, all of the Capital Stock of AP SoutheBsrtfolio Partners, L.P., a Delaware limited parship, AP-GP Southeast Portfolio
Partners, L.P., a Delaware limited partnership ighwoods Realty GP Corp., a Delaware corporation.

8.13 Sale L easebacks

Except as could not reasonably be expected to hdwaterial Adverse Effect, the Credit Parties wik permit any Consolidated Party
to, directly or indirectly, become or remain lialale lessee or as guarantor or other surety witreotdo any lease, whether an Operating L
or a Capital Lease, of any property (whether reglevsonal or mixed), whether now owned or hereaftguired, (a) which such Consolida
Party has sold or transferred or is to sell ordfanto a Person which is not a Consolidated Rar{p) which such Consolidated Party intends
to use for substantially the same purpose as drer property which has been sold or is to be sotdamsferred by such Consolidated Part
another Person which is not a Consolidated Partpimection with such lease.
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8.14 No Further Negative Pledges

The Credit Parties will not permit any ConsolidaRatty to enter into, assume or become subjectyt@agreement prohibiting or
otherwise restricting the creation or assumptioargf Lien upon its properties or assets, whether awwned or hereafter acquired, or
requiring the grant of any security for such oliiga if security is given for some other obligatiercept pursuant to any document or
instrument governing Indebtedness incurred pursteaSection 8.1(b), Section 8.1(e) or Section §,. hifovidedthat any such restriction
contained therein relates only to the propertie@ssets constructed or acquired in connection suith Indebtedness.

8.15 NonGuarantor Subsidiaries.

Notwithstanding any other provision of this Crefigreement, the Credit Parties shall prohibit anynM&uarantor Subsidiary from (a)
forming or acquiring any new Subsidiary, (b) indograny new Indebtedness other than Indebtednessect of current accounts payable
and accrued expenses incurred in the ordinary eafrbusiness, (¢) purchasing or acquiring any assets or (d) incurring any change in its
ownership.

8.16 Intentionally Omitted .
8.17 Asset Dispositions

The Credit Parties will not permit any ConsolidaRatty to make any Asset Disposition in which th&se of the assets sold or
otherwise disposed pursuant to such Asset Dispasitxceeds $30,000,000 unless the Principal Bomrstadl have delivered to the
Administrative Agent at least two (2) Business Dagisr to such Asset Disposition a Pro Forma Coamle Certificate demonstrating that,
upon giving effect to such Asset Disposition, gora forma basis the Credit Parties shall be in d@npe with all of the covenants contained
in Section 7.11.

SECTION 9
EVENTS OF DEFAULT

9.1 Events of Default
An Event of Default shall exist upon the occurrentany of the following specified events (each&vent of Default’):
(a) Payment Any Credit Party shall

(i) default in the payment when due of any printigfaany of the Loans or of any reimbursement addiigns arising from
drawings under Letters of Credit, or

(i) default, and such default shall continue tarete (3) or more Business Days, in the payment wdloenof any interest on
the Loans or on any reimbursement obligationsragifiom drawings under Letters of Credit, or of &®es or other amounts
owing hereunder, under any of the other Credit Duents or in connection herewith or therewith; or

(b) RepresentationsAny representation, warranty or statement madkeemed to be made by any Credit Party hereimyroé
the other Credit Documents, or in any statemecedificate delivered or required to be deliveredspant hereto or thereto shall prove
untrue in any material respect on the date as adlwihwas made or deemed to have been made; or

(c) Covenants Any Credit Party (or the Credit Parties colleetiy) shall
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(i) default in the due performance or observancangfterm, covenant or agreement contained in @exti.2, 7.4(a), 7.9,
7.11, 7.12 or 8.1 through 8.17, inclusive; or

(i) default in the due performance or observarfcany term, covenant or agreement contained ini@ec.1(a), (b) (c) or
(d) and such default shall continue unremedieafperiod of at least 5 days after the earlier Beaponsible Officer of a Credit
Party becoming aware of such default or noticeethiely the Administrative Agent; or

(iii) default in the due performance or observabgét of any term, covenant or agreement (othen thase referred to in
subsections (a), (b), (c)(i) or (c)(ii) of this $iea 9.1) contained in this Credit Agreement anchsdefault shall continue
unremedied for a period of at least 30 days alfterearlier of a responsible officer of a CredittiPaecoming aware of such defe
or notice thereof by the Administrative Agent; or

(d) Other Credit Documentgi) Any Credit Party shall default in the due feemance or observance of any term, covenant or
agreement in any of the other Credit Documentsjéstibo applicable grace or cure periods, if any)ii) any Credit Document shall f
to be in full force and effect or to give the Adisinative Agent and/or the Lenders the rights, pevead privileges purported to be
created thereby, or any Credit Party shall so stateiting; or

(e) Guaranties The guaranty given by any Guarantor hereundelu@ing any Additional Credit Party) or any prowsithereof
shall cease to be in full force and effect, or @uarantor (including any Additional Credit Partgrbunder or any Person acting by or
on behalf of such Guarantor shall deny or disaffiumh Guarantor’s obligations under such guaramtgny Guarantor shall default in
the due performance or observance of any term,namteor agreement on its part to be performed sefed pursuant to any guaranty;
or

(f) Bankruptcy, etc Any Bankruptcy Event shall occur with respecatry Consolidated Party; or
(9) Defaults under Other Agreements

(i) Any Consolidated Party shall default in thefpemance or observance (beyond the applicable graded with respect
thereto, if any) of any obligation or conditionarfy contract or lease of such Consolidated Padly that the default would have a
Material Adverse Effect; or

(if) With respect to any Indebtedness (other thratebtedness outstanding under this Credit Agregnrerkcess of
$7,500,000 in the aggregate for the Consolidatetid3daken as a whole, (A) any Consolidated Pstigll (1) default in any
payment (beyond the applicable grace period wispeet thereto, if any) with respect to any suctebtddness, or (2) the
occurrence and continuance of a default in therghsee or performance relating to such Indebtedoessntained in any
instrument or agreement evidencing, securing atirgj thereto, or any other event or condition Isbetur or condition exist, the
effect of which default or other event or conditisrio cause, or permit, the holder or holdersuehsindebtedness (or trustee or
Administrative Agent on behalf of such holderstéuse (determined without regard to whether anig@atr lapse of time is
required), any such Indebtedness to become duetprits stated maturity; or (B) any such Indeb&sinshall be declared due and
payable, or required to be prepaid other than kegalarly scheduled required prepayment, priohéostated maturity thereof. The
events set forth in this Section 9.1(g)(ii) shalhstitute an immediate Event of Default notwithsliag any cure period that would
be otherwise applicable with respect to such egarguant to the terms of this Credit Agreementl(iding, without limitation,
cure periods provided with respect to violation§ettion 7.5).

(h) JudgmentsOne or more judgments or decrees shall be ensgraidist one or more of the Consolidated Partiesing a
liability of $5,000,000 or more in the aggregatettie extent not paid or fully covered by insurapoevided by a carrier who has
acknowledged coverage and has the ability to pedfand
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any such judgments or decrees shall not have beeated, discharged or stayed or bonded pendingabwitein 30 days from the entry
thereof; or

() ERISA. (i) One or more ERISA Events occur with resped®énsion Plans or Multiemployer Plans which hasailted or
could reasonably be expected to result in liabdityny Credit Party under Title IV of ERISA to tRension Plan, Multiemployer Plan
or the PBGC in an aggregate amount in excess 6083)00.00 or to otherwise have a Material Advé&fect, or (ii) any Credit Party
or any ERISA Affiliate fails to pay when due, aftee expiration of any applicable grace period, asyallment payment with respect to
its withdrawal liability under Section 4201 of ER{Sinder a Multiemployer Plan in an aggregate amauekcess of $5,000,000.00; or

()) ©Ownership. There shall occur a Change of Control.

9.2 Acceleration; Remedies

Upon the occurrence of an Event of Default, anahgttime thereafter unless and until such Evemiafault has been waived by the
Required Lenders or all of the Lenders, as appicgiursuant to the voting requirements of Sectibrb) or cured to the satisfaction of the
Required Lenders or all of the Lenders, as applicgiursuant to the voting procedures in Sectio®)l the Administrative Agent shall, upon
the request and direction of the Required Lendsrsyritten notice to the Credit Parties take anyhef following actions:

(a) Termination of Commitmentdeclare the Commitments terminated whereuporCtiramitments shall be immediately
terminated.

(b) Acceleration Declare the unpaid principal of and any accrmerest in respect of all Loans, any reimburserobhigations
arising from drawings under Letters of Credit angt and all other indebtedness or obligations of amy every kind owing by the
Borrowers to the Administrative Agent and/or anythef Lenders hereunder to be due whereupon the Sfaatlebe immediately due and
payable without presentment, demand, protest @ratbtice of any kind, all of which are hereby vesl\by the Borrowers.

(c) Cash Collateral Direct the Borrowers to pay (and the Borroweneadhat upon receipt of such notice, or upon treirence
of an Event of Default under Section 9.1(f), ithithmediately pay) to the Administrative Agent atifuhhal cash, to be held by the
Administrative Agent, for the benefit of the Lenslein a cash collateral account as additional sydiar the LOC Obligations in respe
of subsequent drawings under all then outstandattets of Credit in an amount equal to the maxinaggregate amount which may be
drawn under all Letters of Credits then outstanding

(d) Enforcement of RightsEnforce any and all rights and interests createtiexisting under the Credit Documents and alfitsig
of set-off.

Notwithstanding the foregoing, if an Event of Ddfapecified in Section 9.1(f) shall occur, thee thommitments shall automatically
terminate and all Loans, all reimbursement obl@&iarising from drawings under Letters of Crealitaccrued interest in respect thereof, all
accrued and unpaid Fees and other indebtednesdigaitions owing to the Administrative Agent andémy of the Lenders hereunder
automatically shall immediately become due and pkeyavithout the giving of any notice or other aatioy the Administrative Agent or the
Lenders.

SECTION 10
AGENCY PROVISIONS

10.1 Appointment, Powers and Immunities; Delegationf Duties; Liability of Agents .

(a) Each Lender hereby irrevocably appoints andaires the Administrative Agent to act as its Adistrative Agent under this
Credit Agreement and the other Credit Documenth siiich powers and discretion as are specificallygdged to the Administrative Agent
the terms of this Credit Agreement and the
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other Credit Documents, together with such otheveye as are reasonably incidental thereto. The Aditnative Agent (which term as used
in this sentence and in Section 10.5 and thedertence of Section 10.6 hereof shall include ffdi#&es and its own and its Affiliates’
officers, directors, employees, and Administrathgents): (a) shall not have any duties or respdlitsils except those expressly set forth in
this Credit Agreement and shall not be a trustdaciary for any Lender; (b) shall not be respblesto the Lenders for any recital,
statement, representation, or warranty (whethettemrior oral) made in or in connection with any @ir®ocument or any certificate or other
document referred to or provided for in, or recdiby any of them under, any Credit Document, ottiervalue, validity, effectiveness,
genuineness, enforceability, or sufficiency of &rgdit Document, or any other document referreak torovided for therein or for any failure
by any Credit Party or any other Person to perfany of its obligations thereunder; (c) shall notrégponsible for or have any duty to
ascertain, inquire into, or verify the performac@bservance of any covenants or agreements bZeedit Party or the satisfaction of any
condition or to inspect the property (including imoks and records) of any Credit Party or anysoSubsidiaries or Affiliates; (d) shall not
required to initiate or conduct any litigation arllection proceedings under any Credit Documend; @) shall not be responsible for any
action taken or omitted to be taken by it undeinaronnection with any Credit Document, exceptifeiown gross negligence or willful
misconduct. The Administrative Agent may employraggeand attorneys-in-fact and shall not be respba$or the negligence or misconduct
of any such agents or attorneys-in-fact selectei Wwith reasonable care. Without limiting the geadity of the foregoing sentence, the use of
the term “agent” herein and in the other Credit Duents with reference to the Administrative Agemot intended to connote any fiduciary
or other implied (or express) obligations arisimgler agency doctrine of any applicable Law. Instsadh term is used merely as a matter of
market custom, and is intended to create or reflelgt an administrative relationship between indefent contracting parties.

(b) The Issuing Lender shall act on behalf of teaders with respect to any Letters of Credit isdmed and the documents associated
therewith, and the Issuing Lender shall have athefbenefits and immunities (i) provided to thenfistrative Agent in this Section 10 with
respect to any acts taken or omissions sufferetidyssuing Lender in connection with Letters oéditissued by it or proposed to be issued
by it and the applications and agreements forrietté credit pertaining to such Letters of Credifally as if the term “Administrative Agent”
as used in this Section 10 and in the definitiohAafent-Related Person” included the Issuing Lenaligh respect to such acts or omissions,
and (ii) as additionally provided herein with respe the Issuing Lender.

(c) The Administrative Agent may execute any oflitsies under this Agreement or any other Creditubeent by or through agents,
employees or attorneys-in-fact and shall be edtiiteadvice of counsel and other consultants oeggoncerning all matters pertaining to
such duties. The Administrative Agent shall notésponsible for the negligence or misconduct ofaggnt or attorney-in-fact that it selects
in the absence of gross negligence or willful mishect.

(d) No AgentRelated Person shall (i) be liable for any acteken or omitted to be taken by any of them undén eonnection with thi
Agreement or any other Credit Document or the @atisns contemplated hereby (except for its owrsgreegligence or willful misconduct
connection with its duties expressly set forth igreor (ii) be responsible in any manner to anyder or participant for any recital, statem
representation or warranty made by any Credit Rargny officer thereof, contained herein or in atiyer Credit Document, or in any
certificate, report, statement or other documefatrred to or provided for in, or received by themdidistrative Agent under or in connection
with, this Agreement or any other Credit Documentthe validity, effectiveness, genuineness, emfabdity or sufficiency of this Agreement
or any other Credit Document, or for any failureaafy Credit Party or any other party to any Cr&ditument to perform its obligations
hereunder or thereunder. No Agent-Related Persalhtstunder any obligation to any Lender or pgtiot to ascertain or to inquire as to the
observance or performance of any of the agreentemtsined in, or conditions of, this Agreement oy ather Credit Document, or to inspect
the properties, books or records of any CredityRarany Affiliate thereof.

10.2 Reliance by Administrative Agent

(a) The Administrative Agent shall be entitled ébyrupon any certification, notice, instrument, timg, or other communication
(including, without limitation, any thereof by teleone or telecopy) believed by it to be genuine @rdect and to have been signed, sent or
made by or on behalf of the proper Person or Persord
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upon advice and statements of legal counsel (imfudounsel for any Credit Party), independent antants, and other experts selected by
the Administrative Agent. The Administrative Aganaly deem and treat the payee of any Note as tliehtiiereof for all purposes hereof
unless and until the Administrative Agent receigad accepts an Assignment and Acceptance execusadordance with Section 11.3(b)
hereof. As to any matters not expressly providedjothis Credit Agreement, the Administrative Agshall not be required to exercise any
discretion or take any action, but shall be requteeact or to refrain from acting (and shall biyfprotected in so acting or refraining from
acting) upon the instructions of the Required Lesdand such instructions shall be binding on flhe Lenders; providedhowever, that the
Administrative Agent shall not be required to take action that exposes the Administrative Agergdrsonal liability or that is contrary to
any Credit Document or applicable law or unleshdll first be indemnified to its satisfaction tnetlenders against any and all liability and
expense which may be incurred by it by reasonloftgany such action.

(b) For purposes of determining compliance withabeditions specified in Section 5.&8ach Lender that has signed this Agreement
shall be deemed to have consented to, approvectepted or to be satisfied with, each documenttweranatter required thereunder to be
consented to or approved by or acceptable or aatmfy to a Lender unless the Administrative Agarall have received notice from such
Lender prior to the proposed Closing Date speaifyis objection thereto.

10.3 Defaults.

The Administrative Agent shall not be deemed toehlavowledge or notice of the occurrence of a DéfaiuEvent of Default (other the
nonpayment of principal of or interest on the Lgandess the Administrative Agent has receivedtemitnotice from a Lender or one of the
Borrowers specifying such Default or Event of Défamd stating that such notice is a “Notice of &4f’. In the event that the Administrati
Agent receives such a notice of the occurrencel@éfault or Event of Default, the Administrative égt shall give prompt notice thereof to
the Lenders. The Administrative Agent shall (subfecSection 10.2 hereof) take such action witlpeesto such Default or Event of Default
as shall reasonably be directed by the Requiredérsn providedhat, unless and until the Administrative Agent shalé received such
directions, the Administrative Agent may (but shraidt be obligated to) take such action, or reffeam taking such action, with respect to
such Default or Event of Default as it shall deatvigable in the best interest of the Lenders.

10.4 Rights as a Lender

With respect to its Commitment and the Loans madig, Bank of America (and any successor acting@sinistrative Agent) in its
capacity as a Lender hereunder shall have the gghte and powers hereunder as any other Lendemaydexercise the same as though it
were not acting as the Administrative Agent, areltdrm “Lender” or “Lenders” shall, unless the @ttotherwise indicates, include the
Administrative Agent in its individual capacity. Blaof America (and any successor acting as Admiatise Agent) and its Affiliates may
make loans to, issue letters of credit for the antof, accept deposits from, acquire equity irgerén and generally engage in any kind of
banking, trust, financial advisory, underwritingather business with each of the Credit Partiestheid respective Affiliates as though Bank
of America were not the Administrative Agent, Swing Lender or the Issuing Lender hereunder andawit notice to or consent of the
Lenders, and Bank of America (and any successorgaas Administrative Agent) and its Affiliates magcept fees and other consideration
from any Credit Party or any of its Subsidiarieffiliates for services in connection with thiségiit Agreement or otherwise without having
to account for the same to the Lenders. The Lerassowledge that, pursuant to such activities kBeErmAmerica or its Affiliates may
receive information regarding any Credit PartyterAffiliates (including information that may belgact to confidentiality obligations in fav
of such Credit Party or such Affiliate) and acknedde that the Administrative Agent shall be undeohbligation to provide such information
to them.

10.5 Indemnification .

The Lenders agree to indemnify the AdministratigeAt only in its capacity as Administrative Agettt the extent not reimbursed
under Section 11.5 hereof, but without limiting titdigations of the Borrowers under such Sectiatdbly in accordance with their respec
Commitments, for any and all liabilities, obligat& losses, damages, penalties, actions, judgnseiits, costs, expenses (including attorneys’
fees), or disbursements of
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any kind and nature whatsoever that may be imposethcurred by or asserted against the Adminiseakgent (including by any Lender)
any way relating to or arising out of any Creditddment or the transactions contemplated therelappiaction taken or omitted by the
Administrative Agent under any Credit Document;yidedthat no Lender shall be liable for any of the farieg to the extent they arise from
the gross negligence or willful misconduct of trerddn to be indemnified. Without limitation of tfriwegoing, each Lender agrees to
reimburse the Administrative Agent promptly upomaded for its ratable share of any costs or expepagable by the Borrowers under
Section 11.5, to the extent that the Administrathgeent is not promptly reimbursed for such costd expenses by the Borrowers. The
agreements in this Section 10.5 shall survive ¢payment of the Loans, LOC Obligations and othdéigattons under the Credit Documents
and the termination of the Commitments hereunder.

10.6 NorrReliance on Administrative Agent and Other Lenders

Each Lender acknowledges that no Agent-RelatecoRdras made any representation or warranty tadt that no act by the
Administrative Agent hereafter taken, including aonsent to and acceptance of any assignment iewef the affairs of any Credit Party
any Affiliate thereof, shall be deemed to constitaty representation or warranty by any Ageatated Person to any Lender as to any mi
including whether AgenRelated Persons have disclosed material informatidimeir possession. Each Lender represents tAdhgnistrative
Agent that it has, independently and without refmnopon any Agent-Related Person and based ordsaciments and information as it has
deemed appropriate, made its own appraisal of mrekstigation into the business, prospects, operatioroperty, financial and other condit
and creditworthiness of the Credit Parties and tiesipective Subsidiaries, and all applicable bmnither regulatory Laws relating to the
transactions contemplated hereby, and made itsdaeision to enter into this Agreement and to exinedit to the Borrower hereunder. E:
Lender also represents that it will, independeatlg without reliance upon any Agent-Related Pesswhbased on such documents and
information as it shall deem appropriate at thestioontinue to make its own credit analysis, agpitaiand decisions in taking or not taking
action under this Agreement and the other Creddubments, and to make such investigations as it demmessary to inform itself as to the
business, prospects, operations, property, finhanih other condition and creditworthiness of tleerBwer and the other Credit Parties.
Except for notices, reports and other documentsassty required to be furnished to the LendersheyAdministrative Agent herein, the
Administrative Agent shall not have any duty ompm@ssibility to provide any Lender with any creditather information concerning the
business, prospects, operations, property, finhani other condition or creditworthiness of anyh# Credit Parties or any of their respec
Affiliates which may come into the possession of Agent-Related Person.

10.7 Successor Administrative Agent

The Administrative Agent may resign at any timegying notice thereof to the Lenders and the PpacBorrower. The Administrativ
Agent may be removed at any time with cause byRibguired Lenders, provided that the Principal Bagoand the other Lenders shall be
promptly notified thereof. Upon any such resignatios removal, the Required Lenders shall haveitiie to appoint a successor
Administrative Agent with the consent of the Boreswsuch consent not to be unreasonably withhettetaryed; provided, however, that the
Borrower shall have no right to consent to suchoagment to the extent an Event of Default is comitig at the time of such appointment. If
no successor Administrative Agent shall have beeappointed by the Required Lenders and shall hagepted such appointment within
thirty (30) days after the retiring Administrati®gent’s giving of notice of resignation or the Reqd Lender’s removal, then the retiring
Administrative Agent may, on behalf of the Lendengpoint a successor Administrative Agent whichldl&a commercial bank organized or
licensed under the laws of the United States of Aeaehaving combined capital and surplus of attl§a60,000,000. Upon the acceptance of
any appointment as Administrative Agent hereunges Buccessor, such successor shall thereuponesbitzand become vested with all the
rights, powers, discretion, privileges, and dutithe retiring Administrative Agent, and the regt@ Administrative Agent shall be discharged
from its duties and obligations hereunder. Aftey egtiring Administrative Agens resignation or removal hereunder as Administeafigent,
the provisions of this Section 10 shall continuefiiect for its benefit in respect of any actioaken or omitted to be taken by it while it was
acting as Administrative Agent.
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10.8 Administrative Agent May File Proofs of Claim.

In case of the pendency of any receivership, irssady, liquidation, bankruptcy, reorganization, agement, adjustment, compositior
other judicial proceeding relative to any Credittipathe Administrative Agent (irrespective of whet the principal of any Loan or LOC
Obligation shall then be due and payable as hepgiressed or by declaration or otherwise and ieetse of whether the Administrative
Agent shall have made any demand on the Borrovgeed) be entitled and empowered, by interventiosuioh proceeding or otherwise

(a) to file and prove a claim for the whole amoohthe principal and interest owing and unpaiddspect of the Loans, LOC
Obligations and all other Credit Party Obligatidhat are owing and unpaid and to file such otheudtents as may be necessary or
advisable in order to have the claims of the Lesd@d the Administrative Agent (including any cldion the reasonable compensation,
expenses, dishursements and advances of the Laardethe Administrative Agent and their respectigents and counsel and all other
amounts due the Lenders and the Administrative Ageder this Agreement) allowed in such judiciadgeeding; and

(b) to collect and receive any monies or other priyppayable or deliverable on any such claimstardistribute the same;

and any custodian, receiver, assignee, trustagadéitpr, sequestrator or other similar officiabimy such judicial proceeding is hereby
authorized by each Lender to make such paymenktetddministrative Agent and, in the event that Agninistrative Agent shall consent to
the making of such payments directly to the Lenderpay to the Administrative Agent any amount éarethe reasonable compensation,
expenses, disbursements and advances of the Admiivis Agent and its agents and counsel, and #mr@amounts due the Administrative
Agent under this Agreement.

Nothing contained herein shall be deemed to authdhie Administrative Agent to authorize or congerdr accept or adopt on behalf of ¢
Lender any plan of reorganization, arrangementjsajent or compaosition affecting the Obligationshar rights of any Lender or to author
the Administrative Agent to vote in respect of t@m of any Lender in any such proceeding.

10.9 Other Agents; Arrangers and Managers

None of the Lenders or other Persons identifietherfacing page or signature pages of this Agreéiea “syndication agent,”
“documentation agent,” “co-agent,” “book managélgad manager,” “arranger,” “lead arranger” or “ao-anger’shall have any right, powe
obligation, liability, responsibility or duty undénis Agreement other than, in the case of sucldees) those applicable to all Lenders as s
Without limiting the foregoing, none of the Lendersother Persons so identified shall have or legral to have any fiduciary relationship
with any Lender. Each Lender acknowledges thaastrot relied, and will not rely, on any of the tHers or other Persons so identified in
deciding to enter into this Agreement or in takargot taking action hereunder.

10.10 Administrative Agents Commitment.

The Revolving Commitment of the Administrative Ageshall, at all times prior to the termination bétCommitments hereunder, be
equal to or greater than the lesser of (a) $1000@000; and (b) the highest Revolving Commitmerdarof one of the other Lenders.

SECTION 11
MISCELLANEOUS

11.1 Notices

Except as otherwise expressly provided hereinmeglliests, notices and other communications shed baen duly given and shall be
effective (a) when delivered, (b) when transmittedtelecopy (or other facsimile device) to the
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number set out below, (c) the Business Day follgatime day on which the same has been deliveredhigrép a reputable national overnight
air courier service, or (d) the third Business Ballowing the day on which the same is sent byified or registered mail, postage prepaid, in
each case to the respective parties at the addlnebg, case of the Borrowers, Guarantors and tmiAistrative Agent, set forth below, and,
in the case of the Lenders, set forth on Scheddl@p, or at such other address as such party may ga®cifiritten notice to the other parties
hereto:

if to the Borrowers:

Highwoods Properties, Inc.

3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604
Attn: Carman Liuzzo

Telephone: (919) 875-6605
Telecopy: (919) 876-6929

if to a Guarantor:

[Name of Guarantor]

c/o Highwoods Realty Limited Partnership
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

Attn: Carman Liuzzo

Telephone: (919) 875-6605

Telecopy: (919) 876-6929

if to the Administrative Agent:

Bank of America, N.A.

Real Estate Department
901 Main Street
TX1-492-14-11

Dallas, Texas 75202

Attn: Donna Kimbrough
Telephone: (214) 209-1569
Telecopy: (214) 290-9436

with a copy to:

Bank of America, N.A.

901 Main Street

Dallas, Texas 75202-3714

Attn: William T. Bowers, Jr.
Telephone: (214) 209-0276
Telecopy: (214) 209-0995

Notwithstanding anything contained herein to thet@ry, to the extent a Lender or any Credit Partyiven written notice of any request-
an approval, consent or other decision from the iibtrative Agent and such Person fails to replany such request within ten (10)
Business Days of its receipt (or deemed receiptkeitf, such Lender or Credit Party shall be deetmdédve approved the requested action,

amendment, waiver or other matter.

11.2 Right of SetOff; Adjustments .

Upon the occurrence and during the continuancepfaent of Default, each Lender (and each of ifdiates) is hereby authorized at
any time and from time to time, to the fullest ettpermitted by law, to set off and apply any atidieposits (general or special, time or
demand, provisional or final) at any time held atiter indebtedness at any time owing by such Lefateany of its Affiliates) to or for the
credit or the account of any
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Credit Party against any and all of the obligatiohsuch Person now or hereafter existing under@nedit Agreement, under the Notes, ul
any other Credit Document or otherwise, irrespectiffwhether such Lender shall have made any dennasher hereunder or thereunder and
although such obligations may be unmatured. Eacli&eagrees promptly to notify any affected Crédgitty after any such set-off and
application made by such Lender; providdésbwever, that the failure to give such notice shall ndé¢eif the validity of such set-off and
application. The rights of each Lender under thsti®n 11.2 are in addition to other rights andedias (including, without limitation, other
rights of set-off) that such Lender may have.

11.3 Benefit of Agreement; Assignments

(a) This Credit Agreement shall be binding upon imule to the benefit of and be enforceable byrdspective successors and
assigns of the parties hereto; provideat none of the Credit Parties may assign or teary of its interests and obligations without
prior written consent of the Lenders; providadherthat the rights of each Lender to transfer, assiggrant participations in its rights
and/or obligations hereunder shall be limited a$aséh in this Section 11.3.

(b) Each Lender may assign to one or more Elighslsignees all or a portion of its rights and oliigas under this Credit
Agreement (including, without limitation, all orpertion of its Loans, its Notes, and its Commitmgptovided, however, that

(i) each such assignment shall be to an Eligibleigree;

(i) except in the case of an assignment to andtbader or an assignment of all of a Lender’s sgirid obligations under
this Credit Agreement, any such partial assignrebatl be in an amount at least equal to $2,50000@M integral multiple of
$1,000,000 in excess thereof;

(iii) each such assignment by a Lender shall bee @nstant, and not varying, percentage of alisofights and obligations
under this Credit Agreement and the Notes; and

(iv) the parties to such assignment shall execuotedeliver to the Administrative Agent for its aptance an Assignment a
Acceptance in the form of Exhibit 11.3(b¢reto, together with any Note subject to suchgassent and a processing fee of $3,!

Upon execution, delivery, and acceptance of sudighsnent and Acceptance, the assignee thereundiébsha party hereto and, to the
extent of such assignment, have the obligatioghisi and benefits of a Lender hereunder and #igrasg Lender shall, to the extent
such assignment, relinquish its rights and be sel@édrom its obligations under this Credit Agreemeélpon the consummation of any
assignment pursuant to this Section 11.3(b), tegasr, the Administrative Agent and the Borrowsinall make appropriate
arrangements so that, if required, new Notes areetbto the assignor and the assignee. If theressig not incorporated under the laws
of the United States of America or a state theréshall deliver to the Principal Borrower and #éministrative Agent certification as
to exemption from deduction or withholding of Taxesccordance with Section 3.11.

(c) The Administrative Agent shall maintain ataiddress referred to in Section 11.1 a copy of @éasignment and Acceptance
delivered to and accepted by it and a registethferecordation of the names and addresses ofehédrs and the Commitment of, and
principal amount of the Loans owing to, each Lerfdamn time to time (the “ Registé). The entries in the Register shall be conclusive
and binding for all purposes, absent manifest eeod the Borrowers, the Administrative Agent amel tenders may treat each Person
whose name is recorded in the Register as a Lérateunder for all purposes of this Credit Agreem&he Register shall be available
for inspection by the Borrowers or any Lender at @asonable time and from time to time upon realtenprior notice.

(d) Upon its receipt of an Assignment and Accepgagxecuted by the parties thereto, together wiyhNmte subject to such
assignment and payment of the processing fee, dneiristrative Agent shall, if such Assignment anctéptance has been completed
and is in substantially the form of
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Exhibit 11.3(b)hereto, (i) accept such Assignment and Acceptgiizegcord the information contained therein i tRegister and (iii)
give prompt notice thereof to the parties thereto.

(e) Each Lender may sell participations to one orarPersons in all or a portion of its rights, ghtions or rights and obligations
under this Credit Agreement (including all or atjor of its Commitment or its Loans); provideowever, that (i) such Lender’s
obligations under this Credit Agreement shall remaichanged, (ii) such Lender shall remain sole$ponsible to the other parties
hereto for the performance of such obligation$, tfie participant shall be entitled to the benefithe yield protection provisions
contained in Sections 3.7 through 3.12, inclusare] the right of set-off contained in Section 1a12] (iv) the Borrowers shall continue
to deal solely and directly with such Lender inwection with such Lender’s rights and obligationsler this Credit Agreement, and
such Lender shall retain the sole right to enfdheesobligations of the Borrowers relating to itsabs and its Notes and to approve any
amendment, modification, or waiver of any provisadrthis Credit Agreement (other than amendmentgifitations, or waivers
decreasing the amount of principal of or the ratetach interest is payable on such Loans or Nagtending any scheduled principal
payment date or date fixed for the payment of @geon such Loans or Notes, or extending its Comanit).

(f) Notwithstanding any other provision set forththis Credit Agreement, any Lender may at any tiss&ign and pledge all or any
portion of its Loans and its Notes to any Federddtve Bank as collateral security pursuant to Ré&éign A and any Operating Circul
issued by such Federal Reserve Bank. No such assigrshall release the assigning Lender from iligations hereunder.

(9) Any Lender may furnish any information concegqihe Borrowers or any of their Subsidiaries im plossession of such Len
from time to time to assignees and participantsioing prospective assignees and participantgjest) however, to the provisions of
Section 11.14 hereof.

11.4 No Waiver; Remedies Cumulative

No failure or delay on the part of the AdministvatiAgent or any Lender in exercising any right, poar privilege hereunder or under
any other Credit Document and no course of deddetgeen the Administrative Agent or any Lender ang of the Credit Parties shall
operate as a waiver thereof; nor shall any singlgactial exercise of any right, power or privilelgereunder or under any other Credit
Document preclude any other or further exerciseetbfeor the exercise of any other right, power vifgge hereunder or thereunder. The
rights and remedies provided herein are cumulanaenot exclusive of any rights or remedies whighAdministrative Agent or any Lender
would otherwise have. No notice to or demand on@redit Party in any case shall entitle the Bornsagr any other Credit Party to any ot
or further notice or demand in similar or othecuaimstances or constitute a waiver of the righthefAdministrative Agent or the Lenders to
any other or further action in any circumstanceheit notice or demand.

11.5 Expenses; Indemnification

(a) The Borrowers agree to pay on demand all @slsexpenses of the Administrative Agent in corinaawith the syndication,
preparation, execution, delivery, administratiomdification, and amendment of this Credit Agreem#rd other Credit Documents, ¢
the other documents to be delivered hereundendina), without limitation, the reasonable fees argenses of counsel for the
Administrative Agent actually incurred with respéiagéreto and with respect to advising the Admiatste Agent as to its rights and
responsibilities under the Credit Documents. The®meers further agree to pay on demand all cosiseapenses of the Administrative
Agent and the Lenders, if any (including, withdutitation, reasonable attorneys’ fees and expeaseslly incurred), in connection
with the enforcement (whether through negotiatidegal proceedings, or otherwise) of the Credit doents and the other documents
to be delivered hereunder.

(b) The Borrowers agree to indemnify and hold hassithe Administrative Agent and each Lender antl efitheir Affiliates and
their respective officers, directors, employeegras, and advisors (each, an “ Indemnified Pgrfjom and against any and all claims,
damages, losses, liabilities, costs, and expemsgading, without limitation, reasonable attornefges) that may be incurred by or
asserted or awarded against any Indemnified Fargach case arising out of or in connection withyreason of
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(including, without limitation, in connection witiny investigation, litigation, or proceeding or paeation of defense in connection
therewith) the Credit Documents, any of the tratisas contemplated herein or the actual or propasedof the proceeds of the Loans,
except to the extent such claim, damage, losdlitigltost, or expense is found in a final, norpaplable judgment by a court of
competent jurisdiction to have resulted from suatemnified Party’s gross negligence or willful naeduct. In the case of an
investigation, litigation or other proceeding toielhthe indemnity in this Section 11.5 applies,tsimlemnity shall be effective whett
or not such investigation, litigation or proceediadprought by a Borrower, its directors, sharebodcr creditors or an Indemnified
Party or any other Person or any Indemnified Parbtherwise a party thereto and whether or notrémesactions contemplated hereby
are consummated. The Borrowers agree not to asgilaim against the Administrative Agent, any den any of their Affiliates, or
any of their respective directors, officers, empgley, attorneys, agents, and advisers, on any tbébapility, for special, indirect,
consequential, or punitive damages arising out attleerwise relating to the Credit Documents, ahthe transactions contemplated
herein or the actual or proposed use of the pracetthe Loans.

(c) Without prejudice to the survival of any otlegreement of the Borrowers hereunder, the agresmedtobligations of the
Borrowers contained in this Section 11.5 shall sierthe repayment of the Loans, LOC Obligations aitéér obligations under the
Credit Documents and the termination of the Comrmiita hereunder.

11.6 Amendments, Waivers and Consents

Neither this Credit Agreement nor any other Cr&ditument nor any of the terms hereof or thereof bmgmended, changed, waived,
discharged or terminated unless such amendmemgehwaiver, discharge or termination is in writengd entered into by, or approved in
writing by, the Required Lenders and the Principairower, provided however, that:

(a) without the consent of each Lender affectedettng neither this Credit Agreement nor any ofdtieer Credit Documents may be

amended, supplemented or modified to

(i) extend the final maturity of any Loan or theé of payment of any reimbursement obligation,ryr gortion thereof,
arising from drawings under Letters of Credit,

(i) reduce the rate or extend the time of paynuéribterest (other than as a result of waivingdpelicability of any post-
default increase in interest rates) thereon or Reesunder,

(iii) reduce or waive the principal amount of angdn or of any reimbursement obligation, or anyiparthereof, arising
from drawings under Letters of Credit,

(iv) increase the Commitment of a Lender over tm@ant thereof in effect (it being understood andkad that a waiver of
any Default or Event of Default or mandatory redutin the Commitments shall not constitute a cleainghe terms of any
Commitment of any Lender),

(v) release (i) any Borrower, or (ii) except asrpited by Section 8.17, any other Credit Partynfits or their obligations
under the Credit Documents,

(vi) amend, modify or waive any provision of thiscsion 11.6 or 3.13, 3.14, 3.15(b), 9.1(a), 111255br 11.9,
(vii) reduce any percentage specified in, or otlisewnodify, the definition of Required Lenders &upermajority Lenders,

or

(viii) consent to the assignment or transfer by Boyrower (or another Credit Party) of any of itghts and obligations und
(or in respect of) the Credit Documents exceptaamfited thereby;
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(b) without the consent of the Supermajority Lesdeo provision of Section 7.11(a) or the defimiatilized therein may be
amended, modified, supplemented or deleted;

(c) without the consent of the Administrative Agem provision of Section 10 may be amended, medjfsupplemented or
deleted; and

(d) without the consent of the Issuing Lender, mvision of Section 2.3 may be amended modifiegptemented or deleted.

Notwithstanding the fact that the consent of al tienders is required in certain circumstancegtfogh above, (x) each Lender is
entitled to vote as such Lender sees fit on ankrhogtcy reorganization plan that affects the Loamsl each Lender acknowledges that the
provisions of Section 1126(c) of the Bankruptcy €sdpersedes the unanimous consent provisionsrehirein and (y) the Required
Lenders may consent to allow a Credit Party tocash collateral in the context of a bankruptcynsolvency proceeding.

The Administrative Agent shall have the exclusiutharity to release any Guarantor disposed of Byadlit Party in accordance with
the terms of Section 8.17 and shall, upon the enritequest of the Borrowers, release any such Gtosrapon the disposition thereof if such
Guarantor is permitted to be disposed of pursumBettion 8.17. The Administrative Agent shall ginatice to each Lender promptly upon
any release of a Guarantor pursuant to the terrttioSection 11.6.

11.7 Counterparts.

This Credit Agreement may be executed in any nurobeounterparts, each of which when so executeddatfivered shall be an
original, but all of which shall constitute one ahé same instrument. It shall not be necessamyaiking proof of this Credit Agreement to
produce or account for more than one such countefigraeach of the parties hereto. Delivery by fagke by any of the parties hereto of an
executed counterpart of this Credit Agreement dhaths effective as an original executed countehgaeof and shall be deemed a
representation that an original executed countehmaeof will be delivered.

11.8 Headings

The headings of the sections and subsections haregfrovided for convenience only and shall narig way affect the meaning or
construction of any provision of this Credit Agresm

11.9 Survival.

All indemnities set forth herein, including, withdimitation, in Section 2.2(h), 3.11, 3.12, 105514..5 shall survive the execution and
delivery of this Credit Agreement, the making of ttbans, the issuance of the Letters of Creditrépayment of the Loans, LOC Obligations
and other obligations under the Credit Documentktha termination of the Commitments hereunder,ahikpresentations and warranties
made by the Credit Parties herein shall survivevdgl of the Notes and the making of the Loans tieder.

11.10 Governing Law; Submission to Jurisdiction; Vaue.

(a) THIS CREDIT AGREEMENT AND THE OTHER CREDIT DOQUENTS AND THE RIGHTS AND OBLIGATIONS OF
THE PARTIES HEREUNDER AND THEREUNDER SHALL BE GOVEHED BY AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NORTH CARGNA. Any legal action or proceeding with respeathis
Credit Agreement or any other Credit Document mapiought in the courts of the State of North daeoin Mecklenburg County, or
of the United States for the Western District offtddCarolina, and, by execution and delivery o$ tBredit Agreement, each of the
Credit Parties hereby irrevocably accepts forfitaetl in respect of its property, generally andanditionally, the nonexclusive
jurisdiction of such courts. Each of the CredittRarfurther irrevocably consents to the servicprotess out of any of the
aforementioned courts in any such action or proogelly the mailing of copies thereof by registeoeaertified mail, postage prepaid,
to it at the address set out for notices pursumBetction 11.1, such service to become effectireet3) days after such
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mailing. Nothing herein shall affect the right bEtAdministrative Agent or any Lender to serve pexcin any other manner permitted
by law or to commence legal proceedings or to ettser proceed against any Credit Party in any gtirésdiction.

(b) Each of the Credit Parties hereby irrevocabdjwars any objection which it may now or hereafi@vénto the laying of venue of
any of the aforesaid actions or proceedings arigirtgpf or in connection with this Credit Agreementany other Credit Document
brought in the courts referred to in subsectioratave and hereby further irrevocably waives andegynot to plead or claim in any
such court that any such action or proceeding brbimgany such court has been brought in an incoiew forum.

(c) TO THE EXTENT PERMITTED BY LAW, EACH OF THE ADMNISTRATIVE AGENT, THE LENDERS, THE
BORROWERS AND THE CREDIT PARTIES HEREBY IRREVOCABLWAIVES ALL RIGHT TO TRIAL BY JURY IN ANY
ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OFFRORELATING TO THIS CREDIT AGREEMENT, ANY OF
THE OTHER CREDIT DOCUMENTS OR THE TRANSACTIONS CORMPLATED HEREBY.

11.11 Severability.

If any provision of any of the Credit Documentslezermined to be illegal, invalid or unenforceablach provision shall be fully
severable and the remaining provisions shall rermafull force and effect and shall be construethaiit giving effect to the illegal, invalid
unenforceable provisions.

11.12 Entirety .

This Credit Agreement together with the other GrBdicuments represent the entire agreement ofahéep hereto and thereto, and
supersede all prior agreements and understandiregsyr written, if any, including any commitmeatters or correspondence relating to the
Credit Documents or the transactions contemplageeii and therein.

11.13 Binding Effect; Termination.

(a) This Credit Agreement shall become effectiveumh time when all of the conditions set forttSertion 5.1 have been satisfied
or waived by the Lenders and it shall have beecw@ee by the Borrowers, the Guarantors and the Atnative Agent, and the
Administrative Agent shall have received copieebéftelefaxed or otherwise) which, when taken thge bear the signatures of each
Lender, and thereafter this Credit Agreement dhelbinding upon and inure to the benefit of therBaers, the Guarantors, the
Administrative Agent and each Lender and their eeipe successors and assigns.

(b) The term of this Credit Agreement shall be lumti Loans, LOC Obligations or any other amountgjpée hereunder or under
any of the other Credit Documents shall remaintaatiing, no Letters of Credit shall be outstandaibof the Credit Party Obligations
have been irrevocably satisfied in full and altttd Commitments hereunder shall have expired an tereninated.

11.14 Confidentiality .

Each of the Administrative Agent and the Lendergag to maintain the confidentiality of the Infotina (as defined below), except
that Information may be disclosed (a) to its asdifffiliates’ directors, officers, employees ancats, including accountants, legal counsel
and other advisors (it being understood that thed®s to whom such disclosure is made will be mfedt of the confidential nature of such
Information and instructed to keep such Informatonfidential); (b) to the extent requested by segulatory authority (including any self-
regulatory authority, such as the National Assdmnabf Insurance Commissioners); (c) to the exteqtiired by applicable laws or regulatic
or by any subpoena or similar legal process; (dnpother party to this Agreement; (e) in conrmettiith the exercise of any remedies
hereunder or under any other Loan Document or aityagtion or proceeding relating to this Agreetm@nany Loan Document or the
enforcement of rights hereunder or thereundesufjject to an agreement containing provisions sutisily the same as those of this Sect
to (i) any assignee of or Participant in, or anggpective assignee of or Participant in, any ofigiists or obligations
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under this Agreement or (i) any actual or prospectounterparty (or its advisors) to any swapooauty credit derivative transaction relating
to the Credit Parties and their obligations; (gwthe consent of the Borrower; and (h) to the mxseich Information (i) becomes publicly
available other than as a result of a breach sf$kiction or (ii) becomes available to the Admiatste Agent or any Lender on a
nonconfidential basis from a source other tharCteslit Parties. For purposes of this Section, 6infation” means all information received
from any Credit Party relating to any Credit Patyany of their respective business, other thansaich information that is available to the
Administrative Agent or any Lender on a nonconfiirbasis prior to disclosure by any Credit Papsgvidedthat, in the case of informatis
received from a Credit Party after the date hermath information is clearly identified at the timiedelivery as confidential. Any Person
required to maintain the confidentiality of Infortitan as provided in this Section shall be considéochave complied with its obligation to
so if such Person has exercised the same degoseeofo maintain the confidentiality of such Infation as such Person would accord to its
own confidential information. Notwithstanding aniytty herein to the contrary, “Information” shall rintlude, and the Administrative Agent
and each Lender (and each employee, representatiother agent of the Administrative Agent andhreender) may disclose to any and all
Persons without limitation of any kind, any infortioa with respect to the “tax treatment” and “tasusture” (in each case, within the
meaning of Treasury Regulation Section 1.6011-4heftransactions contemplated hereby and all iaégesf any kind (including options or
other tax analyses) that are provided to the Adstriaiive Agent or such Lender (and each employg®esentative, or other agent of the
Administrative Agent or such Lender) relating telstiax treatment and tax structure; provigéuhat with respect to any document or similar
item that in either case contains information conicgy the tax treatment or tax structure of thaedeection as well as other information, this
sentence shall only apply to such portions of theudhent or similar item that relate to the taxtiment or tax structure of the Loans, Letters
of Credit and other transactions contemplated hereb

11.15 Conflict.

To the extent that there is a conflict or incoresisty between any provision hereof, on the one hamdlany provision of any Credit
Document, on the other hand, this Credit Agreersbatl control.

11.16 Amendment and Restatement; No Novation

THE PARTIES HERETO HAVE ENTERED INTO THIS AGREEMENJOLELY TO AMEND AND RESTATE THE TERMS OF
THE 2000 CREDIT AGREEMENT. THE PARTIES DO NOT INTENTHIS AGREEMENT NOR THE TRANSACTIONS
CONTEMPLATED HEREBY TO BE, AND THIS AGREEMENT AND HIE TRANSACTION CONTEMPLATED HEREBY SHALL NOT
BE CONSTRUED TO BE, A NOVATION OF ANY OF THE OBLIGNONS OWING BY ANY OF THE CREDIT PARTIES UNDER OR
IN CONNECTION WITH THE 2000 CREDIT AGREEMENT OR AN®YF THE OTHER CREDIT DOCUMENTS (AS DEFINED IN THE
2000 CREDIT AGREEMENT).

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

BORROWERS: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: HIGHWOODS PROPERTIES, INC
HIGHWOODS PROPERTIES, INC.
HIGHWOODS SERVICES, INC.
HIGHWOODS FINANCE, LLC
By: HHGHWOODS PROPERTIES, IN(C
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

(Signatures continued on next page



GUARANTORS:

HIGHWOODS/FLORIDA GP CORP.
HIGHWOODS/TENNESSEE PROPERTIES, INC.
HIGHWOODS/FLORIDA HOLDINGS, L.P.
By: HIGHWOODS/FLORIDA GP CORF
PINELLAS NORTHSIDE PARTNERS, LTD.
By: HIGHWOODS/FLORIDA HOLDINGS, L.P
By: HIGHWOODS/FLORIDA GP CORF
RED RUN ASSOCIATES LLC
By: Highwoods Realty Limited Partnerst
By: Highwoods Properties, In
WINSTON-SALEM INDUSTRIAL, LLC
By: Highwoods Realty Limited Partnerst
By: Highwoods Properties, In
TAMPA TECH PRESERVE, LLC
By: 581 Highwoods, L.F
By: Highwoods/Florida Holdings, L.
By: Highwoods/Florida GP Cor|
MARLEY CONTINENTAL HOMES OF KANSAS, L.L.C.
By: Highwoods Properties, In
500 NORTHRIDGE INDUSTRIAL, LLC
By: Highwoods Realty Limited Partnerst
By: Highwoods Properties, In
3920 WESTPOINT INDUSTRIAL, LLC
By: Highwoods Realty Limited Partnerst
By: Highwoods Properties, In
SOUTHWIND LAND HOLDINGS, LLC
By: AP Southeast Portfolio Partners, L
By: AP-GP Southeast Portfolio Partners, L
By: Highwoods Realty GP Cor
AP-GP SOUTHEAST PORTFOLIO PARTNERS, L.P.
By: Highwoods Realty GP Cor
AP SOUTHEAST PORTFOLIO PARTNERS, L.P.
By: AP-GP Southeast Portfolio Partners, L
By: Highwoods Realty GP Cor
HIGHWOODS REALTY GP CORP.
3929 WESTPOINT INDUSTRIAL, LLC
By: Highwoods Realty Limited Partnerst
By: Highwoods Properties, In
PINELLAS BAY VISTA PARTNERS, LTD.
By: HIGHWOODS/FLORIDA HOLDINGS, L.P
By: HIGHWOODS/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: HHGHWOODS/FLORIDA GP CORF
SHOCKOE PLAZA INVESTORS, L.C.
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
RC ONE LLC
By: HIGHWOODS SERVICES, INC
HPI TITLE AGENCY, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
ALAMEDA TOWERS DEVELOPMENT
COMPANY
CHALLENGER, INC
GUARDIAN MANAGEMENT, INC .
HIGHWOODS/CYPRESS COMMONS LLC
By: AP SOUTHEAST PORTFOLIO PARTNERS, L.
By: AP-GP SOUTHEST PORTFOLIO PARTNEF
L.P.

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

By: HIGHWOODS/FLORIDA GP CORF
4600 COX ROAD LLC
By: HHGHWOODS/ FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF
PLAZA GIFT CARD, LLC
By: HHGHWOOD SERVICES, INC
HIGHWOODS NON-ORLANDO, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
HIGHWOODS CONSTRUCTION SERVICES, LLC
By: HHGHWOOD SERVICES, INC

(Signatures continued on next page



HIGHWOODS DLF, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
HIGHWOODS DLF I, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(
PAPEC RICHMOND II, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
PAPEC WESTON |, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
PAPEC WESTON I, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(
PAPEC WESTON I, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
HARBORVIEW PLAZA, LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA,GP CORF
SPI BROOKFIELD I, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
SPI BROOKFIELD II, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(
SPI BUSINESS HOLDINGS, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
SPI CENTURY PLAZA I, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HHGHWOODS PROPERTIES, IN(
SP| JEFFERSON VILLAGE, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
SPI TRADEPORT OFFICE llI, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(

(Signatures continued on next page



[signature pages continue

SPI RALEIGH CORPORATE CENTER, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, INC
HIGHWOODS COLONNADE, LLC
By: HHGHWOODS REALTY LIMITED
PARTNERSHIFP
By: HHGHWOODS PROPERTIES, IN(
SPI TRADEPORT PLACE V, LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
HIWTP, LLC
By: HHGHWOODS SERVICES, INC
HIGHWOODS INDUSTRIAL VIRGINIA, LLC
By: HIGHWOODS SERVICES, INC
HIGHWOODS INDUSTRIAL NORTH CAROLINA,
LLC
By: HIGHWOODS SERVICES, INC
GROVE PARK SQUARE, LLC
By: HHGHWOODS SERVICES, INC
HIGHWOODS WELLNESS CENTER, LLC
By: HIGHWOODS SERVICES, INC
HIGHWOODS 3322, LLC
By: HHGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF
NICHOLS PLAZA WEST, INC.
OZARK MOUNTAIN VILLAGE, INC.
4551 COX ROAD LLC
By: HIGHWOODS REALTY LIMITED
PARTNERSHIF
By: HIGHWOODS PROPERTIES, IN(
581 HIGHWOODS, L.P.
By: HIGHWOODS/FLORIDA HOLDINGS, L.P
By: HHGHWOODS/FLORIDA GP CORF

By: /s/ Ronald P. Gibson

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



LENDERS/AGENTS : BANK OF AMERICA, N.A,,

individually in its capacity as a Lender
and in its capacity as Administrative Age

By: /sl Ronald Odlozil

Name: Ronald Odlo:

Title: Principal

BANC OF AMERICA SECURITIES LLC,
individually in its capacity as Sole Lead Arrangad Sole Book Manag

By: /sl Wesley G. Carter

Name: Wesley G. Cart

Title: Vice President

[signature pages continue



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. Misiu

Title: Vice President

[signature pages continue



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

By: /sl Holger B. Ebert

Name: Holger B. Ebe

Title: Senior Vice President

[signature pages continue



FLEET NATIONAL BANK
individually in its capacity as a Lender
and as a C-Documentation Ager

By: /sl Kathleen M. Ahern

Name: Kathleen M. Ahe

Title: Director

[signature pages continue



[signature pages continue

WACHOVIA BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lend

By: /s David Hoagland

Name: David Hoaglar

Title: Vice President




PNC BANK, NATIONAL ASSOCIATION
individually in its capacity as a Lend

By: /sl William R. Lynch llI

Name: William R. Lynch I

Title: Senior Vice President

[signature pages continue



[signature pages continue

AMSOUTH BANK
individually in its capacity as a Lend

By: /sl Lee Surtees

Name: Lee Surte

Title: Commercial Banking Officer




SOUTHTRUST BANK
individually in its capacity as a Lend

By: /sl Sidney Clapp

Name: Sidney Cla;

Title: Assistant Vice President

[signature pages continue



RBC CENTURA BANK
individually in its capacity as a Lend

By: /sl Robert E. Hammersley, Jr.

Name: Robert E. Hammersley,

Title: Bank Officer

[signature pages continue



UNION PLANTERS BANK
individually in its capacity as a Lend

By: /sl James R. Gummel
Name: James R. Gumr
Title: Senior Vice President

[end of signature pages]
Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Ronald P. Gibson, certify that:
| 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 materialdacmit to state a material f:
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 statementsoéimer financial information included in this gteaty report, fairly present in
all material respects the financial condition, issaf operations and cash flows of the Registesnof, and for, the periods
presented in this quarterly repc

The Registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures
(as defined in Exchange Act Rules 1-15(e) and 15(-15(e)) for the Registrant and we ha

1.
2.

(@)

(b)

(©

designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhsibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this quarterlyuwet is being prepare:

evaluated the effectiveness of the Registrant'slasire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

disclosed in this report any change in the Regisganternal control over financial reporting thatcurred during the
Registrant’s most recent fiscal quarter that hateraly affected, or is reasonably likely to maadly affect, the Registrant’s
internal control over financial reportin

The Registrans other certifying officers and | have disclosegsdd on our most recent evaluation of internalrobowver financia
reporting, to the Registrant’s auditors and the iAGdmmittee of Registrant’s Board of Directors farsons performing the
equivalent functions!

(@)

(b)

all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affect Regyistrant’s ability to record, process, summaaizeé report financial
information; anc

any fraud, whether or not material, that involvesnaggement or other employees who have a significdain the
Registrar’s internal control over financial reportir

Date: August 7, 2003

Is/

RoNALD P. GiBsoN

Ronald P. Gibso
President and Chief Executive Offic

Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Carman J. Liuzzo, certify that:
| have reviewed this quarterly report on Forn-Q of Highwoods Properties In¢

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacmit to state a material f:
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 statementsoéimer financial information included in this gteaty report, fairly present in
all material respects the financial condition, issaf operations and cash flows of the Registesnof, and for, the periods
presented in this quarterly repc

1.
2.



4.  The Registrant’s other certifying officers araré responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 1-15(e) and 15(-15(e)) for the Registrant and we ha

(&) designed such disclosure controls and proceduresiused such disclosure controls and proceduties tesigned under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhsibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this quarterhpogt isbeing preparec

(b) evaluated the effectiveness of the Registrantslaisire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

(c) disclosed in this report any change in the Regisganternal control over financial reporting thatcurred during the
Registrant’s most recent fiscal quarter that hateraly affected, or is reasonably likely to maadly affect, the Registrant’s
internal control over financial reportin

5.  The Registrans other certifying officers and | have disclosegisdd on our most recent evaluation of internalrobower financia
reporting, to the Registrant’s auditors and the iAGdmmittee of Registrant’s Board of Directors farsons performing the
equivalent functions)

() all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summaaiaé report financial
information; anc

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the
Registrar’s internal control over financial reportir

Date: August 7, 2003

/sl CarRMAN J. Liuzzo

Carman J. Liuzz
Vice President and Chief Financial Offic
Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwederoperties, Inc. (the “Company”) on Form 10-Qtfar period ended June 30,
2003 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), I, Rorldsibson, President and Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to 9@t 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 ets, in all material respects, the financial ctadiand results of operations of
the Company

/s/  RoNALD P. GIBSON

Ronald P. Gibso
President and Chief Executive Offic
August 7, 200:
Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwaderoperties, Inc. (the “Company”) on Form 10-Qtfer period ended June 30,
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 9l 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

/sl CarRMAN J. L1uzzo

Carman J. Liuzz
Vice President and Chief Financial Offic
August 7, 200
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