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PART | - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

We refer to Highwoods Properties, Inc. as the “Canyy’ Highwoods Realty Limited Partnership as ti@pérating Partnershipthe
Company’s common stock as “Common Stock,” the Camijsapreferred stock as “Preferred Stock,” the @firg Partnershig commol
partnership interests as “Common Units,” the OpegaPartnership’s preferred partnership interests'Rreferred Units” and iservice
properties (excluding rental residential unitsioich the Company and/or the Operating Partnershige title and 100.0% ownership ric
as the “Wholly Owned PropertiesThe partnership agreement provides that the Opegr&artnership will assume and pay when du
reimburse the Company for payment of, all costsexpbnses relating to the ownership and operatgns for the benefit of, the Operati
Partnership. The partnership agreement furtherigesvthat all expenses of the Company are deemée iacurred for the benefit of t
Operating Partnership.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited and in thousands, except share anchpee amounts)

Assets:
Real estate assets, at ct
Land
Buildings and tenant improvemet
Development in proce:
Land held for developme!

Less-accumulated depreciatic

Net real estate ass¢
For-sale residential condominiur
Real estate and other assets, net, held fol
Cash and cash equivalel
Restricted cas
Accounts receivable, net of allowance of $2,776 $h@81, respectivel
Notes receivable, net of allowance of $578 and $#&spectively
Accrued straigl-line rents receivable, net of allowance of $2,5@8 $2,082, respective
Investment in unconsolidated affiliat
Deferred financing and leasing costs, net of acdarad amortization of $51,929 and $52,434, respelyt
Prepaid expenses and other as

Total Assets

Liabilities, Noncontrolling Interests in the Operating Partnership and Equity:
Mortgages and notes payal
Accounts payable, accrued expenses and otheiitiied
Financing obligation
Total Liabilities

Commitments and contingenci
Noncontrolling interests in the Operating Partnigr:
Equity:

Preferred Stock, $.01 par value, 50,000,000 awtbdrshares

8.625% Series A Cumulative Redeemable PreferreceStiaquidation preference $1,000 per share), 29ghare
issued and outstandi
8.000% Series B Cumulative Redeemable PreferreteSiiliquidation preference $25 per share), 2, X@@ghare
issued and outstandit
Common stock, $.01 par value, 200,000,000 authdshares
71,070,583 and 63,571,705 shares issued and atitsganespectivel

Additional paic-in capital

Distributions in excess of net income availabledommon stockholdel

Accumulated other comprehensive |

Total Stockholders' Equit
Noncontrolling interests in consolidated affilia
Total Equity
Total Liabilities, Noncontrolling Interests in ti@perating Partnership and Equ

See accompanying notes to consolidated finanassients.

September 3C

December 31

2009 2008
$ 344,05. $ 346,88
2,815,801  2,811,81
62,07 61,93¢
99,20¢ 98,94¢
3,321,13.  3,319,58.
(762,069 (712,59
2,559,06  2,606,08
17,09¢ 24,28
13,77¢ 14,44’
42,06¢ 13,75"
17,99 2,25¢
19,84; 23,68’
3,24¢ 3,60:
81,89¢ 79,59
66,207 67,72:
70,25¢ 72,78:
38,30¢ 37,04¢
$ 2,929,76' $ 2,046,17
$ 1,472,58' $ 1,604,68
129,47 135,60
35,04 34,17
1,637,100 1,774,46
124,70 111,27¢
29,09: 29,09:
52,50( 52,50(
711 63€
1,753,271 1,616,0:
(669,18)  (639,28))
(3,979 (4,797)
1,162,41  1,054,24
5,53¢ 6,17¢
1,167,95  1,060,42.
$ 2,929,76! $ 2,946,17
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HIGHWOODS PROPERTIES, INC.

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited and in thousands, except per share asjoun

Rental and other revenues
Operating expenses:
Rental property and other expen
Depreciation and amortizatic
General and administrative
Total operating expens:
Interest expense:
Contractua
Amortization of deferred financing cos
Financing obligations

Other income:
Interest and other incon
Gains on debt extinguishments

Income from continuing operations before dispositio of property and
condominiums and equity in earnings of unconsolid&d affiliates
Gains on disposition of proper
Gains on fa-sale residential condominiur
Equity in earnings of unconsolidated affiliates
Income from continuing operations
Discontinued operations:
Income from discontinued operatic
Net gains/(losses) from discontinued operations

Net income
Net (income) attributable to noncontrolling inteeem the Operating Partnerst
Net (income) attributable to noncontrolling inteeem consolidated affiliate
Dividends on preferred stot
Excess of preferred stock redemption/repurchaseoses carrying value

Net income available for common stockholders

Earnings per common share - basic:
Income from continuing operations available for coom stockholder
Income from discontinued operations available finmon stockholders

Net income available for common stockholders
Weighted average common shares outstanding - basic

Earnings per common share - diluted:
Income from continuing operations available for coom stockholder
Income from discontinued operations available fammon stockholders

Net income available for common stockholders
Weighted average common shares outstanding - dilute
Dividends declared per common share

Net income available for common stockholders
Income from continuing operations available for coom stockholders
Income/(loss) from discontinued operations avaddbt common stockholders
Net income available for common stockholders

Three Months Ended
September 30,

Nine Months Ended
September 30,

10,287 ¢  12,15:

See accompanying notes to consolidated financassients.

54,31¢

2009 2008 2009 2008
114,22¢ $ 112,75 340,50¢ $ 336,05
42,93¢ 40,917 123,11« 118,97¢
32,63 31,45¢ 98,44: 92,40¢
9,48¢ 8,88t 27,28¢ 29,36:
85,06: 81,25¢ 248,84: 240,74:
20,00: 22,99t 60,52t 69,80:
627 714 1,97¢ 2,03¢
70€ 782 2,151 2,281
21,33¢ 24,49; 64,65¢ 74,12¢
3,32¢ 1,017 6,61¢ 3,40¢
657 — 1,287 —
3,081 1,01 7,90: 3,40¢
11,81 8,02¢ 34,91¢ 24,58¢
34 1,74F 247 1,85:
187 = 82z =
682 1,214 3,84¢ 4,72¢
12,71 10,98t 39,82 31,16¢
232 1,60z 2,381 5,417
(377) 3,137 20,63¢ 11,89(
(14E) 4,73¢ 23,02( 17,30
12,57: 15,72 62,84" 48,47:
(591) (812) (3,339 (2,544)
(24) (201) (158) (590)
(1,677) (2,45)) (5,03) (8,127)
— (108) — (108)
10,281 $ _ 12,15: 5431¢ $ 37,10
015 $ 0.1¢ 04¢ $ 0.3€
— 0.0¢ 0.3 0.2¢
0.1 $ 0.21 0.81 $ 0.64
70,90: 58,99¢ 66,91 57,89:
014 $ 0.1¢ 04¢ $ 0.3€
= 0.0¢ 0.3 0.2¢
014 $ 0.21 081 $ 0.64
75,07: 63,22¢ 71,02 62,17¢
0.42f $  0.42F 1278 $  1.27F
10,416 $ 7,711 32,64: $  20,91(
(137) 4,441 21,67 16,19:

$

37,10z
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENT OF EqQuiITY
Nine Months Ended September 30, 2009

(Unaudited and in thousands, except share amounts)

Non-
Accumulated  Controlling  Distributions
Number of Additional Other Interests in  in Excess of
Common Common Series A SeriesB Paid-In Comprehensive Consolidatec Net
Shares Stock  Preferred Preferred Capital Loss Affiliates Earnings Total

Balance at December 31, 20 63,571,70 $ 63€ $ 29,090 $ 52,50( $1,616,09: $ 4,792 $ 6,17¢ $ (639,28) $1,060,42.
Issuances of Common Stock, | 7,156,20: 72 — — 147,23t — — — 147,31(
Conversion of Common Units to Common St 101,93! 1 — — 3,24( — — — 3,241
Dividends on Common Stoc — — — — — — — (84,227) (84,22)
Dividends on Preferred Sto — — — — — — — (5,03)) (5,03))
Adjustment to noncontrolling interests in 1

Operating Partnersh — — — — (18,497 — — — (18,495
Distributions to noncontrolling interests

consolidated affiliate — — — — — — (796) — (79€)
Issuances of restricted stock, 240,74( — — — — — — — —
Amortization of restricted stock and stc

options — 2 — — 5,20z — — — 5,20
Net (income) attributable to noncontrollii

interests in the OperatirPartnershiy — — — — — — — (3,339 (3,339
Net (income) attributable to noncontrolli

interests in consolidated affiliat — — — — — — 15¢ (15¢) —
Comprehensive incom:

Net income — — — — — — — 62,847 62,847

Other comprehensive incor — — — — — 81: — — 812
Total comprehensive incon 63,66(
Balance at September 30, 2( 71,070,58 $ 711 $ 29,09: $ 52,500 $1,753,27" $ (3979 $ 553t $ (669,18) $1,167,95!

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

CONSOLIDATED STATEMENTS OF CASH FLows

(Unaudited and in thousands)

Operating activities:
Net income
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior
Amortization of lease commissio
Amortization of lease incentive
Amortization of restricted stock and stock optit
Amortization of deferred financing cos
Amortization of accumulated other comprehensive
Gains on extinguishment of de
Net gains on disposition of properti
Net gains on disposition of {-sale residential condominiur
Equity in earnings of unconsolidated affilia
Change in financing obligatior
Distributions of earnings from unconsolidated &fiés
Changes in operating assets and liabilit
Accounts receivabl
Prepaid expenses and other as
Accrued straigt-line rents receivabl
Accounts payable, accrued expenses and otheiitiied
Net cash provided by operating activit

Investing activities:
Additions to real estate assets and deferred lg&sists
Net proceeds from disposition of real estate a:
Net proceeds from disposition of -sale residential condominiur
Distributions of capital from unconsolidated afities
Net repayments of notes receiva
Contributions to unconsolidated affiliat
Changes in restricted cash and other investingites
Net cash used in investing activiti
Financing activities:
Dividends on Common Stoc
Redemptions/repurchase of Preferred S
Dividends on Preferred Stor
Distributions to noncontrolling interests in thee&dating Partnershi
Distributions to noncontrolling interests in coridated affiliates
Net proceeds from the issuances of Common £
Repurchase of Common Units from noncontrolling riesés
Borrowings on revolving credit facilit
Repayments of revolving credit facili
Borrowings on mortgages and notes pay:
Repayments of mortgages and notes pay
Contributions from noncontrolling interests in colidated affiliates
Additions to deferred financing cos

Net cash (used in)/provided by financing activi

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

Cash and cash equivalents at end of the p

See accompanying notes to consolidated financgdsients.

Nine Months Ended

September 30
2009 2008
$ 62847 $ 4847
87,60( 83,15!
11,59¢ 11,44
86€ 78&
5,20¢ 5,28t
1,97¢ 2,03¢
(229) 174
(1,287 —
(20,88¢) (13,74
(8293 —
(3,849 (4,727
86¢ 124
3,07¢ 4,561
1,72t (747)
(1,627 (1,429
(2,787 (5,269
10,54¢ (1,989
154,82¢ 128,14
(101,679 (165,727
61,92¢ 37,25¢
7,94( —
3,257 2,345
35€ 1,56¢€
(922) (12,34
(15,50¢) 8,29t
(44,62 (128,60.)
(84,22 (73,269
— (52,499
(5,03)) (8,127
(5,16¢) (5,027)
(79€) (3,249
147,31( 209,78
— (3,299
128,00( 350,65(
(291,0010) (445,95()
217,21! 177,91¢
(185,08, (135,747
— 62E
(3,11¢) (842)
(81,899 10,98’
28,31 10,527
13,751 3,14(
$ 4206¢ $ 13,66%
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CAsH FLows - Continued

(Unaudited and in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capitali@dludes cash distributions to owners of sold pro@s accounted for i
financings of $396 and $1,219, respectively)

Supplemental disclosure of non-cash investing anéhfincing activities:

Assets:
Prepaid expenses and other assets

Liabilities:
Accounts payable, accrued expenses and otheiitied

Noncontrolling Interests in the Operating Partnershp and Equity

See accompanying notes to consolidated finanassients.

Nine Months Ended

September 30
2009 2008
$ 64,73¢ $ 77,19¢
Nine Months Ended
September 30
2009 2008
$ 451 $ (1,559
$ 451 $ !1,552)
$ (591) $ —
$ 591) $ —
$ 1,04: $ !1,552)
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HIGHWOODS PROPERTIES, INC.
NoTES To CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2009
(tabular dollar amounts in thousands, except per sre data)
(Unaudited)

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoOLICIES
Description of Business

Highwoods Properties, Inc., together with its cdidsded subsidiaries (the "Company"), is a fullyeigrated, self-administered and self-
managed equity real estate investment trust ("REIA&t operates in the southeastern and midwebisited States. The Company condi
virtually all of its activities through HighwoodseRlty Limited Partnership (the “Operating Partngrsh As of September 30, 2009,
Company and/or the Operating Partnership whollyedvr809 inservice office, industrial and retail propertie6;rental residential units; 5
acres of undeveloped land suitable for future dgwakent, of which 490 acres are considered coreirgdd an additional four office a
industrial properties under development; and 54#de residential condominiums.

The Company is the sole general partner of the @ipey Partnership. As of September 30, 2009, themgamy owned all of the preferi
partnership interests (“Preferred Units”) and 7@illion, or 94.7%, of the common partnership instse(*Common Units”Jn the Operatin
Partnership. Limited partners (including certairfiogfrs and directors of the Company) own the reimgir.0 million Common Unit
Generally, the Operating Partnership is requireetieem each Common Unit at the request of theshah@reof for cash equal to the valu
one share of the Company’s Common Stock, $.01 plaevthe “Common Stock"hased on the average of the market price for thieatiing
days immediately preceding the notice date of swclemption, provided that the Company at its optieay elect to acquire any st
Common Units presented for redemption for cash rer share of Common Stock. The Common Units ownedhbyCompany are r
redeemable. During the nine months ended SepteB@h@009, the Company redeemed 101,935 Common famitslike number of shares
Common Stock.

Common Stock Offering

On June 1, 2009, the Company issued in a publarioff approximately 7.0 million shares of Commoac&tfor net proceeds of $14.
million. As required by the terms of the partnepslaigreement of the Operating Partnership, the natepds from the offering we
contributed to the Operating Partnership in excbkafty additional Common Units. The net impact o thiffering and the redemptic
discussed above was to increase the percentagenun@n Units owned by the Company from 94.0% asexfdinber 31, 2008 to 94.7% a
September 30, 2009. On June 1, 2009, we used apaftthe net proceeds of the offering to retine temaining $107.2 million princig
amount of a secured loan. The remaining net prac@ed the offering were used to reduce the amotibbrrowings outstanding under 1
revolving credit facility.

Basis of Presentation

Our Consolidated Financial Statements are preparednformity with accounting principles generatlgcepted in the United States
America (“GAAP”). As more fully described in Notes 3 and 10, the @tidated Balance Sheet at December 31, 2008 waserkvron
previously reported amounts to reflect in real teséand other assets, net, held for sale those girepéeld for sale at September 30, 2009.
Consolidated Statements of Income for the three rind months ended September 30, 2008 were alssete¥rom previously report:
amounts to reflect in discontinued operations therations for those properties sold or held foe shiring 2008 and the first nine month
2009 which qualified for discontinued operationsgamtation.
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HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per shre data)
1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies - Continued

Beginning in the first quarter of 2009, we wereuiegd to present noncontrolling interests, definedhe portion of equity in a subsidi
not attributable directly or indirectly to the pateas a separate component of equity in the Citedetl Balance Sheets subject to exis
requirements for the classification and measurermeréadeemable securities. Additionally, we werguieed to modify the presentation of
income by attributing earnings and other compreilwvensicome to controlling and noncontrolling intst® These accounting changes
required to be retroactively applied for all pegogresented. Below are the steps we have takenresul of retroactively applying the
changes to previously reported amounts:

« We have reclassified the noncontrolling interestsansolidated affiliates from the mezzanine sectibour Consolidated Balar
Sheet to equity. This reclassification totaled $6iltion as of December 31, 20C

+ We no longer deduct net income attributable to patolling interests in consolidated affiliates atim Operating Partners|
when determining net income. As a result, net inedor the three and nine months ended Septemb@08@, increased $1
million and $3.1 million from the previously reped amounts, respectively. The adoption of theseirements had no effect
our net income available for common stockholdersuwrearnings per common she

« We have adjusted noncontrolling interests in ther@ging Partnership so that the carrying value lsgh@ greater of historical c
or redemption value and continue to present ihamezzanine section of our Consolidated BalanetShlue to its redempti
feature, as previously disclosed. As a result, notrolling interests in the Operating PartnerslimfiDecember 31, 2008 increa
$45.6 million from the previously reported amoumith a corresponding decrease to additional pachpital.

Beginning in the first quarter of 2009, we wereuieed to include our total number of restricted coom shares outstanding in
calculation of weighted average common shares andgtg, basic and diluted, for all periods presgn#es a result, for the three mon
ended September 30, 2008, weighted average comhamessoutstanding, basic and diluted, are 501,4688280,963 shares higher tl
previously reported, respectively. For the nine therended September 30, 2008, weighted average eonrshares outstanding, basic
diluted, are 506,102 and 311,366 shares higherpghawriously reported, respectively. Basic earnipgs common share for the three mo
ended September 30, 2008 is unchanged from the rénpoeviously reported and, for the nine monthseeh8eptember 30, 2008, is $(
lower than previously reported. Diluted earnings pemmon share for the three and nine months eSdgdember 30, 2008 is unchan
from amounts previously reported.

The Consolidated Financial Statements include ther&ing Partnership, wholly owned subsidiaries #wode subsidiaries in which
have the controlling interest and where no substamiarticipating rights or substantive kick owgtris have been granted to the noncontrc
interests. All significant intercompany transacti@nd accounts have been eliminated.

The unaudited interim consolidated financial staeta and accompanying unaudited consolidated fiakimformation, in the opinion
management, contain all adjustments (including mbmecurring accruals) necessary for a fair pregant of our financial position, results
operations and cash flows. We have omitted certaias and other information from the interim coigadkd financial statements presente
this Quarterly Report on Form 1D-as permitted by SEC rules and regulations. Tleessolidated financial statements should be re
conjunction with our 2008 Annual Report on FormKLO-
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HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per shre data)
1. D=SCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies - Continued
Use of Estimates

The preparation of consolidated financial statesé@mtaccordance with GAAP requires us to make edémand assumptions that af
the amounts reported in the consolidated finarsta@ements and accompanying notes. Actual resulilsl differ from those estimates.

Income Taxes

We have elected and expect to continue to quadifp &EIT under Sections 856 through 860 of thermaieRevenue Code of 1986,
amended. A corporate REIT is a legal entity thdtiioeal estate assets and, through the paymatividends to stockholders, is gener
permitted to reduce or avoid the payment of fedaral state income taxes. To maintain qualificaisna REIT, we are required to |
dividends to our stockholders equal to at leadd®0of our annual REIT taxable income, excludingitedygains. In addition, although cap
gains are not required to be distributed to manRIEIT status, capital gains, if any, are subjecfederal and state income tax unless
gains are distributed to stockholders. Under temuyotRS regulations, for 2009, distributions canpaéd partially using a REIF’ freely
tradable stock so long as stockholders have theropf receiving at least 10% of the total disttiba in cash.

Noncontrolling Interests

Beginning in the first quarter of 2009, we have ified the measurement and presentation of noncliinyanterests for all perioc
presented, as described previously.

Noncontrolling interests in the Operating Partngrsh the accompanying Consolidated Financial Statets relates to the ownershig
Common Units in the Operating Partnership by vemidndividuals and entities other than the Compalgt income attributable
noncontrolling interests in the Operating Partnigréé computed by applying the weighted averagegr@age of Common Units not owt
by the Company during the period (as a percerti@tdtal number of outstanding Common Units) to@perating Partnership’net incom
for the period after deducting distributions on fBned Units. When a noncontrolling unitholder realss a Common Unit for a share
Common Stock or cash, the noncontrolling interéstthe Operating Partnership are reduced and thep@oys share in the Operati
Partnership is increased by the fair value of eacleemed security. The following table sets foidhaontrolling interests in the Operat
Partnership:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008
Beginning noncontrolling interests in the Operatitaytnership $ 90,79¢ $ 123,57 $ 111,27¢ $ 119,19
Mark-to-market adjustment to noncontrolling intésds the Operating Partnership 38,09t 17,10: 18,497 26,981
Redemptions/conversions of noncontrolling intepestnership units (3,052 (9393 (3,24)) (4,817
Net income attributable to noncontrolling intereéstthe Operating Partnership 591 812 3,33¢ 2,54¢
Distributions to noncontrolling interests in theedating Partnership (1,725) (1,677) (5,16¢) (5,027
Total noncontrolling interests in the OperatingtRarship $ 124,70¢ $ 138,88: $ 124,70 $ 138,88:

10
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HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per shre data)
1. CESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING Poticies - Continued

The following table sets forth net income availatdecommon stockholders and transfers from nonodiittg interests in the Operati
Partnership:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Net income available for common stockhold $ 1028 $ 12,15 $ 54,31¢ $ 37,10:
Increase in additional paid in capital from coni@nrof Common Units to Common Stock 3,052 93¢z 3,241 1,52¢
Change from net income available for common stoldérs and transfers from noncontrolling
interests $ 1333: $ 1308 $ 5756( $ 38,62¢

Noncontrolling interests in consolidated affiliatesates to our respective joint venture partn&&0% interest in Highwoodstarkel
Associates, LLC (“Markel”) and estimated 18% ecoimmterest in Plaza Residential, LLC (“Plaza Resiiial”). Each of our joint ventu
partners is an unrelated third party. We consddiddarkel since we are the general partner and alotite major operating and financ
policies of the joint venture. We consolidate PIRzsidential since we own the majority interesdiinl control the joint venture.

Recently Issued Accounting Standards
Beginning in the first quarter of 2010, we will bequired to perform an ongoing assessment to deierwhether each entity in whi

we have an equity interest is a variable interastyethat should be consolidated if qualitativetfas indicate we have the controlling inter
We are currently evaluating the impact this requiat may have on our financial position, resulteérations and disclosures.
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2. INVESTMENTS IN UNCONSOLIDATED AFFILIATES
We have equity interests ranging from 10.0% to %0.i® various joint ventures with unrelated thirdrtgs. We account for o
unconsolidated joint ventures using the equity meétbf accounting. As a result, the assets anditiaki of these joint ventures for which

use the equity method of accounting are not inaudeur Consolidated Balance Sheets.

The combined, summarized income statements foncwnsolidated joint ventures were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Income Statements:
Revenues $ 36,15 $ 40,94¢ $ 112,36¢ $ 120,67
Expenses:
Rental property and other expenses 17,80¢ 20,49: 54,51( 58,95¢
Depreciation and amortization 9,092 9,07¢ 26,817 25,701
Interest expense 8,74% 9,25¢ 26,58¢ 26,95(
Total expenses 35,64( 38,82¢ 107,91: 111,61:
Income before disposition of property 512 2,12C 4,457 9,06t
Gains/(losses) on disposition of property (4693 — 2,96: —
Net income $ 49 $ 212 $ 7,42( $ 9,06F
Our share of:
Net income) $ 68z $ 1214 $ 384 $ 4,72
Depreciation and amortization of real estate assets $ 335 $ 3,13¢ $ 9,828 $ 9,46¢
Interest expense $ 3491 $ 3,700 $ 1061: $ 10,92«
Gains/(losses) on disposition of depreciable priger $ (199) $ — 3 582 $ =

(1) Our share of net income differs from our wegghaverage ownership percentage in the joint vestuet income due to our purchase accounting
other adjustments related to management and lefesisg

During the third quarter of 2009, we and an uneelghird party formed a joint venture in which wevh a 10.0% ownership interest
the third quarter of 2009, this joint venture puséd land for $3.4 million to be used for futurgelepment.

We have a 22.81% interest in a joint venture withhieiz-Deutschland-USA Dreilander Beteiligung Objei.F 98/29-Walker Fink-
KG. In the second quarter of 2009, this joint veatsold one property for gross proceeds of $14lBomiand recorded a gain of $3.4 millis
We recorded $0.8 million as our proportionate shudithis gain through equity in earnings of uncditsded affiliates in the second quarte
2009.

We have a 42.93% interest in a joint venture witkilanderFonds 97/26 and 99/32. In the third quarter of 2@68 joint venture so

one property for gross proceeds of $7.1 million aadorded an impairment charge of $0.5 million. Véeorded $0.2 million as ¢
proportionate share of this impairment charge thhoeiquity in earnings of unconsolidated affiliaiteshe third quarter of 2009.
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3. INVESTMENT ACTIVITIES
Impairments of Long-Lived Assets

We are required to measure lolied assets classified as held for sale at theetawi the carrying value or fair value less cossed. Ir
the third quarter of 2009, we classified four pmtigs as held for sale and recorded an impairmesg bf $0.4 million on two of tho
properties.

Dispositions

In the second quarter of 2009, we sold three came- community retail centers aggregating 413,0are feet in the Kansas C
metropolitan area for gross proceeds of $62.1 onillA gain of $20.9 million was recorded in theawt quarter of 2009.

Development

Development in process as of September 30, 2008isted primarily of two office properties aggreggti258,000 rentable square -
and 75 acres of vacant land undergoing infrastractmprovements. The aggregate cost, includingingasommissions, of the two offi
properties currently is expected to be $64.1 mmlliwhen fully leased and completed, of which $62#lion had been incurred as
September 30, 2009. The weighted averagelgasing, based on projected development costshe$et development properties
approximately 62% as of September 30, 2009.

Additionally, we currently have one office propednd one industrial property recently completed, it yet stabilized, aggregati
353,000 square feet. We define “stabilized” 95% occupied or one year from substantial caioplewhichever comes first. The aggre(
cost, including leasing commissions, of these prtigsecurrently is expected to be $40.0 million wielly leased, of which $34.5 million h
been incurred as of September 30, 2009. The daellgighted average pileasing of these properties was approximately 629601
September 3@®009. The components of these properties are iadliil land, building and tenant improvements arférded financing ar
leasing costs in our Consolidated Balance Sheet September 30, 2009.

For-Sale Residential Condominiums

We own a majority interest in Plaza ResidentialCl la joint venture which was formed to develop aell 139 forsale residenti
condominiums constructed above an office tower ligesl by us in Raleigh, NC. Feele residential condominiums in our Consolid
Balance Sheets include our completed, but unsadda@minium inventory as of September 30, 2009 ardelnber 31, 2008. We initia
record receipt of deposits as a component of AcisoBayable, Accrued Expenses, and Other Liabilitiesir Consolidated Balance Sheet
required by the deposit method. For those unitd,seé account for the resulting sales proceedggusia deposit method. For the three
nine months ended September 30, 2009, we sold sawén20 condominiums for net sales proceeds of #illiion and $7.9 millior
respectively, and recorded gains of $0.2 milliod 9.8 million, respectively. For the three andenmnonths ended September 30, 2008,
were no corresponding sales or gains. Net saleepds include forfeitures of earnest money deposi#.1 million and $0.6 million for tt
three and nine months ended September 30, 2008z atésely. We record forfeitures of earnest monepasits as income when entitlec
claim the forfeited deposit upon legal default. @atimate of our partner’s economic ownership, Whgcimpacted by a contractualhase:
promoted return, decreased from 25% as of DeceBhez008 to 18% as of September 30, 2009.
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4. D=FERRED FINANCING AND LEASING COSTS

As of September 30, 2009 and December 31, 2008 adealeferred financing costs of $12.5 million add.$ million, respectively, wit

related accumulated amortization of $4.5 milliord &v.8 million, respectively. As of September 3002 and December 31, 2008, we
deferred leasing costs of $109.7 million and $1X@illion, respectively, with related accumulatedaatization of $47.4 million and $44
million, respectively. Aggregate amortization experfincluded in depreciation and amortization amartization of deferred financing cos
for these intangibles for the three months endgdeBgber 30, 2009 and 2008 was $4.4 million and $#lion, respectively, and for the ni
months ended September 30, 2009 and 2008 was $ill8dh and $13.5 million, respectively.

The estimated aggregate amortization expense &br @ahe next five succeeding fiscal years iscdlews:

October 1, 2009 through December 31, 2009 $ 4,291
2010 $ 14,43¢
2011 $ 11,41¢
2012 $ 10,94¢
2013 $ 7,56F
2014 $ 5,09¢
5. MORTGAGES AND NOTES PAYABLE
Our consolidated mortgages and notes payable tedsi§the following:
December
September 3C 31,
2009 2008
Secured mortgage loans $ 724,18 $ 655,18t
Unsecured loans 748,39¢ 949,49¢
Total $ 1,472,58' $1,604,68!

As of September 30, 2009, our secured mortgages la@me secured by real estate assets with an adgragdepreciated book value
$1.2 billion.

Our $450.0 million unsecured revolving credit fagiis scheduled to mature on May 1, 2010. Therégerate is LIBOR plus 80 be
points and the annual base facility fee is 20 bpsiats. The interest rate would increase to LIB@&s 140 or 155 basis points if our ct
rating were to fall below investment grade accaydio two of three major credit rating agencies. @uwolving credit facility had $44¢
million of availability as of September 30, 2009aDctober 26, 2009.

Our $70.0 million secured construction facility irgtially scheduled to mature on December 20, 2048suming no defaults ha
occurred, we have options to extend the maturitg && two successive ongar periods. The interest rate is LIBOR plus 8&idpoints. Ot
secured construction facility had $28.3 millioneefilability as of September 30, 2009 and Octolfe2P09.

In January 2009, we paid off at maturity $50.0 imillof 8.125% unsecured notes using borrowings uaderevolving credit facility.

In March 2009, we obtained a $20.0 million, thyeew unsecured term loan with a bank lender. Ttegest rate is LIBOR plus 250 be
points, subject to a minimum total interest rat&.8bo.
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5. MoRTGAGES AND NOTES PAayABLE - Continued

In June 2009, we retired the remaining $107.2 amillprincipal amount of a secured loan using a portf the net proceeds of «
Common Stock offering on June 1, 2009. We incunreg@repayment penalties.

In August 2009, we obtained a $115.0 million, sida half-year secured loan that bears intereft83%5% and a $47.3 million, seven-
year secured loan that bears interest at 7

During the second quarter of 2009, we repurcha8e2iifillion principal amount of 2017 bonds for aghase price of 79% of par value.
During the third quarter of 2009, we repurchase® $aillion principal amount of 2017 bonds for a ghaise price of 86% of par value.

Our revolving credit facility, variable rate termains and the indenture that governs the Operatinipétships outstanding notes reqt
us to comply with customary operating covenants aadous financial and operating ratios. We and @perating Partnership are e
currently in compliance with all such requirements.

6. S$IARE-BASED PAYMENTS

During the nine months ended September 30, 2009 ravgted under our Amended and Restated 1994 &ptkn Plan 394,044 sto
options at an exercise price equal to the closiagket price of a share of our common stock on #te df grant. The fair value of each op
grant is estimated on the date of grant using thelBScholes option pricing model, which resultediiweightedaverage grant date fair va
per share of $1.80. During the nine months endguteB®er 30, 2009, we also granted 128,384 sharéisnetbased restricted stock ¢
99,910 shares of total return-based restricteckstoth weightedaverage grant date fair values per share of $18n83%10.13, respective
We recorded stockased compensation expense of $1.6 million and ill®n during the three months ended Septembe2809 and 200
respectively. We recorded stobksed compensation expense of $5.2 million and $8iion during the nine months enc
September 30, 2009 and 2008, respectively. As pfeBgber 30, 2009, there was $9.3 million of totaleecognized stockased compensati
costs, which will be recognized over a weightedrage remaining contractual term of 1.5 years.

7. DERIVATIVE INSTRUMENTS

To meet, in part, our liquidity requirements, werlbav funds at a combination of fixed and variab&es. Borrowings under ¢
revolving credit facility, construction facility anbank term loans bear interest at variable r&@es.longterm debt, which consists of sect
and unsecured lonigrm financings and the issuance of unsecured sihtrities, typically bears interest at fixed reathough some loa
bear interest at variable rates. Our interestriaskemanagement objectives are to limit the impddnhterest rate changes on earnings and
flows and to lower our overall borrowing costs. dahieve these objectives, from time to time, weemito interest rate hedge contracts :
as collars, swaps, caps and treasury lock agreenreontder to mitigate our interest rate risk wiglspect to various debt instruments. W
not hold or issue these derivative contracts faditrg or speculative purposes. The interest ratalloof our variable rate debt is gener
adjusted at one or three month intervals, subjgaettiements under these interest rate hedgeactmtiWe also enter into treasury |
agreements from time to time in order to limit @xposure to an increase in interest rates withegsp future debt offerings.

In prior periods, we entered into certain interedé hedging arrangements which were designatecaantieing accounted for as ¢
flow hedges. The effective portion of these arramgets, representing deferred interest expense $tv@smillion as of September 30, 2!
and is included in Accumulated Other Comprehentives (“AOCL"). This deferred expense will be recognized as antiaddio interes
expense in the same periods during which intepgetrese on the hedged financings affects net inciieeexpect approximately $0.1 milli
will be recognized as a decrease to interest expeithin the next 12 months.
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7. DERIVATIVE INSTRUMENTS - Continued

In January 2008, we entered into two floating-tefl interest rate swaps for a oyear period with respect to an aggregate of
million of borrowings outstanding under our revolgicredit facility or other floating rate debt. Beeswaps fixed the underlying LIBOR t
upon which interest on such borrowings is base2l26% for $30.0 million of borrowings and 3.24% &20.0 million of borrowings. The
swaps were designated and accounted for as cagth@dges and matured in January 2009.

In April 2008, we entered into a floating-to-fixatterest rate swap for a twear period with respect to an aggregate of $50ll@mof
borrowings outstanding under our term loan or oftuating rate debt. The swap fixes the underih§OR rate upon which interest on si
borrowings is based at 2.52%. The counterparty withie swap is Bank of America, N.A. The swap wasignated and is being accountec
as a cash flow hedge. The effective portion ofstivap representing deferred interest expense wasdilion as of September 30, 2009 an
included in AOCL. We expect all of the balance #rbcognized as an increase to interest expenbilie next seven months. See Nc
for Fair Value Measurements disclosure.

In October 2008, we entered into a floating-to-fixeterest rate swap for a ogear period with respect to an aggregate of $25lim
of borrowings outstanding under our term loan dreoffloating rate debt. The swap fixes the undegyiIBOR rate upon which interest
such borrowings is based at 2.35%. The counterpeutigr this swap is PNC Bank, N.A. The swap waggdased and is being accounted
as a cash flow hedge. The effective portion ofdivap representing deferred interest expense waf®Bas of September 30, 2009 ar
included in AOCL. We expect all of the balance érbcognized as an increase to interest expenbaliie next month. See Note 9 for |
Value Measurements disclosure.

8.  OrHErR COMPREHENSIVE INCOME/(L0SS)
Other comprehensive income/(loss) represents nednie plus the changes in certain amounts defemecccumulated oth

comprehensive income/(loss) related to hedgingadinelr activities not reflected in the ConsolidaBtdtements of Income. The componen
other comprehensive income/(loss) are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008

Net income $ 12570 $ 1572« $ 62,847 $ 48,47
Other comprehensive income/(loss):

Unrealized gain/(loss) on tax increment financiogds 25€ (1,759 451 (2,12¢)
Unrealized derivative net gains on cash-flow hedges 177 49 591 57¢
Amortization of past cash flow hedges (89) 47 (229) 174
Total other comprehensive income/(loss) 347 (1,655 81: (1,379
Total comprehensive income $ 1292( $ 14,06¢ $ 63,66( $ 47,09
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9. FAIR VALUE MEASUREMENTS

The following summarizes the three levels of inpihiat we use to measure fair value, as well asafisets, mezzanine noncontrol
interests and liabilities that we recognize at Yailue using those levels of inputs.

Level 1. Quoted prices in active markets for identicaktssr liabilities.

Our Level 1 assets are comprised of investmentsarketable securities which we use to pay benefiter our deferred compensa
plan. Our Level 1 noncontrolling interests in thee@ating Partnership are comprised of Common Unitthe Operating Partnership
owned by the Company. Our Level 1 liabilities arg obligations to pay certain deferred compensagiam benefits whereby participa
have designated investment options (primarily midfwads) to serve as the basis for measuremefeofotional value of their accounts.

Level 2. Observable inputs other than Level 1 prices, suctjumted prices for similar assets or liabilitiqapted prices in markets tl
are not active; or other inputs that are observablean be corroborated by observable market @atsubstantially the full term of the rela
assets or liabilities.

Our Level 2 liabilities are interest rate swaps sééair value is determined using a pricing modaeldal upon observable market inputs.

Level 3. Unobservable inputs that are supported by little@market activity and that are significant to fa# value of the assets
liabilities.

Our Level 3 asset is our tax increment financingddssued by a municipal authority in connectiothwaur construction of a pub
parking facility that is not routinely traded bubwese fair value is determined using an estimatgajected redemption value based on qu
bid/ask prices for similar unrated municipal bontisis available foisale security is carried at estimated fair valuprigpaid and other ass
with unrealized gains or losses reported in accatadlother comprehensive loss. The estimated duievas of September 30, 2009 was
million below the outstanding principal due on thend. We currently intend to hold this bond, wharhortizes to maturity in 2020, and
not believe that we will be required to sell thad before recovery. Payment of the principal anterest for the bond is guaranteed by us
therefore, we have recorded no credit losses tekatehe bond’s impairment. Our Level 3 liability our SFHIW Harborview Plaza, L
financing obligation that is not traded but whos& ¥alue is determined using an estimate of distmal cash flows dependent on fu
leasing assumptions for the property.
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9. FAIR VALUE MEASUREMENTS - Continued

The following tables set forth the assets and lités that we measured at fair value on a recgrbasis by level within the fair val
hierarchy.

Level 1 Level 2 Level 3
Quoted
Prices in
Active
Markets Significant
for Other Significant
September 3C  Identical  Observable Unobservable
2009 Assets Inputs Inputs
Assets:
Marketable securities (in prepaid and other asgsts) $ 590¢ $ 590/ $ — $ —
Tax increment financing bond (in prepaid expensesather assets) 17,91¢ — — 17,91¢
Total Assets $ 23,820 $ 590¢ $ — $ 17,91¢
Noncontrolling Interests in the Operating Partnershp $ 124,70' $ 124,70 $ — 3 —
Liabilities:
Interest rate swaps (in accounts payable, accrxgehses and other liabilities) $ 672 $ — $ 67: $ —
Deferred compensation (in accounts payable, aceaupenses and other liabilities) 6,612 6,612 — —
SF-Harborview Plaza, LP financing obligation 17,44¢ — — 17,44¢
Total Liabilities $ 2473( $ 6,612 $ 67 $ 17,44¢
Level 1 Level 2 Level 3
Quoted
Prices in
Active
Markets Significant
for Other Significant
December 31  Identical Observable Unobservable
2008 Assets Inputs Inputs
Assets
Marketable securities (in prepaid and other asgsts) $ 542 $ 542: $ — % —
Tax increment financing bond (in prepaid expensesather assets) 17,46¢ — — 17,46¢
Total Assets $ 22,89C $ 542 $ — $ 17,46¢
Liabilities
Interest rate swaps (in accounts payable, accrxgehses and other liabilities) $ 1,37¢ $ — $ 137¢ $ —
Deferred compensation (in accounts payable, acaypenses and other liabilities) 6,52z 6,52z — —
SF-Harborview Plaza, LP financing obligation 16,60 — — 16,60
Total Liabilities $ 2450: $ 652: $ 137¢ $ 16,60«

(1) The marketable securities are held throughoffizer deferred compensation plans.
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9. FAIR VALUE MEASUREMENTS - Continued

The following table sets forth our Level 3 asseat hability.

Asset:
Tax Increment Financing Bond
Beginning balance
Unrealized gain (in AOCL)
Ending balance

Liability:
SF-Harborview Plaza, LP Financing Obligation
Beginning balance
Payments on financing obligation
Interest expense on financing obligation
Ending balance

Three Months Nine Months
Ended Ended
September 3C September 3C
2009 2009
$ 17,66( $ 17,46¢

25¢ 451
$ 17,91¢ $ 17,91¢
$ 17,17: $ 16,60«

(124) (39€6)

397 1,23
$ 17,448 $ 17,44*

The following estimated fair values were determir®d management using available market informatiod appropriate valuatit
methodologies. Considerable judgment is used &rpnét market data and develop estimated fair galdecordingly, the estimates presel
herein are not necessarily indicative of the am®uinat we could realize upon disposition of theficial instruments. The use of differ
market assumptions and/or estimation methodologiag have a material effect on the estimated faluesa The carrying amounts ¢

estimated fair values of our financial instrumen&se as follows:

September 30, 2009

Cash and cash equivalents

Restricted cash

Accounts and notes receivable

Marketable securities (in prepaid expenses and affsets)

Tax increment financing bond (in prepaid expensekaher assets)
Mortgages and notes payable

Financing obligations

Interest rate swaps (in accounts payable, accrxgehses and other liabilities)
Deferred compensation (in accounts payable, ac@xpenses and other liabilities)
Noncontrolling interests in the Operating Partnigr:

December 31, 2008

Cash and cash equivalents

Restricted cash

Accounts and notes receivable

Marketable securities (in prepaid expenses and affsets)

Tax increment financing bond (in prepaid expensekaiher assets)
Mortgages and notes payable

Financing obligations

Interest rate swaps (in accounts payable, accrxgehses and other liabilities)
Deferred compensation (in accounts payable, aca@xpenses and other liabilities)
Noncontrolling interests in the Operating Partnigr:

19

Carrying

Amount Fair Value
$ 42,06¢ $ 42,06¢
$ 17,998 $ 17,99
$ 23,090 $ 23,09
$ 590¢ $ 5,90¢
$ 1791¢ $ 17,91¢
$1,472,58! $1,444,08!
$ 3504: $ 35,14
$ 672 $ 675
$ 6,61z $ 6,612
$ 124,70¢ $ 124,70
$ 13,757 $ 13,75
$ 2,25¢ % 2,25¢
$ 27,28¢ $ 27,28¢
$ 542: $ 5,42:
$ 17468 $ 17,46¢
$1,604,68! $1,330,89
$ 34,17¢ $ 32,21¢
$ 1,37¢ $ 1,37¢
$ 6,52 $ 6,522
$ 111,27¢ $ 111,27¢
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9. FAIR VALUE MEASUREMENTS - Continued

The fair values of our mortgages and notes payatbefinancing obligations were estimated usingalisted cash flow analyses ba
on estimated market rates on similar borrowing reyeanents at September 30, 2009 and December 33, 28€pectively. The carryil
amounts of our cash and cash equivalents, accandtaotes receivable equal or approximate fairezalu

Disclosures about the fair value of financial ingtents are based on relevant information availableis at September 30, 20
Although management is not aware of any factorswwald have a material effect on the fair valueoants reported herein, such amol
have not been revalued since that date and cuestimates of fair value may significantly diffeoifin the amounts presented herein.

10. [D5CONTINUED OPERATIONS

As part of our business strategy, we from timarteetselectively dispose of nare properties and use the net proceeds for imezgs
for repayment of debt and/or retirement of Prefr&tock, or other purposes. The table below seth the net operating results of th
assets classified as discontinued operations inGansolidated Financial Statements. These assassifiékd as discontinued operati
comprise 1.2 million square feet of office and ilgpmoperties and 13 rental residential units sdlading 2008 and the nine months er
September 30, 2009. The operations of these dsaetsbeen reclassified from our ongoing operatiordiscontinued operations, and we
not have any significant continuing involvementtie operations after the disposal transactions:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008

Rental and other revenues $ 39t $ 3522 $ 4778 $ 12,03¢
Operating expenses:

Rental property and other expenses 112 1,27: 1,63¢ 4,457
Depreciation and amortization 52 652 75€ 2,187
Total operating expenses 164 1,92t 2,39t 6,64
Other income 1 3 1 22
Income before gains/(losses) from discontinued opsions 232 1,60z 2,381 5,417
Net gains/(losses) from discontinued operations (377) 3,137 20,63¢ 11,89(
Total discontinued operations $ (149 4,73¢ $ 23,02( $ 17,30

The following table includes the major classesssfets and liabilities of the properties classifischeld for sale:

December
September 3C 31,
2009 2008

Land $ 5871 $ 5,98¢
Land held for development 1,197 1,197
Buildings and tenant improvements 7,65¢€ 8,03¢
Accumulated depreciation (1,802 (1,627%)
Net real estate assets 12,92¢ 13,58¢
Deferred leasing costs, net 401 434
Accrued straight line rents receivable 40¢ 382
Prepaid expenses and other 47 45
Total assets $ 13,77¢ $ 14,44
Tenant security deposits, deferred rents and ad@osty1) $ 12 $ 9

(1) Included in accounts payable, accrued expemsg®ther liabilities.
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11. EBRNINGS PER SHARE

Beginning in the first quarter of 2009, we have ified our calculation of weighted average commoarsh, basic and diluted, to inclt
our total number of restricted common shares oodistg, as described in Note 1.

The following table sets forth the computation aéic and diluted earnings per common share:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Earnings per common share - basic:
Numerator:
Income from continuing operatiol $ 12,71¢ $ 1098 $ 39,827 $ 31,16¢
Noncontrolling interests in the Operating Partngréfom continuing operatior (59¢) (514) (1,99¢) (1,429
Noncontrolling interests in consolidated affiliafesm continuing operatior (24) (201) (158) (590
Dividends on preferred stot (1,677 (2,45)) (5,03)) (8,12%)
Excess of preferred stock redemption/repurchaseoves carrying value — (108) — (108)
Income from continuing operations available for coom stockholder 10,41¢ 7,711 32,64 20,91(
Income/(loss) from discontinued operatic (24%) 4,73¢ 23,02( 17,30:
Noncontrolling interests in the Operating Partngr$tom discontinued operations 8 (29¢) (1,34%) (1,11%)
Income/(loss) from discontinued operations avaddbl common stockholders (137) 4,441 21,677 16,192
Net income available for common stockholders $ 10,28 $ 12,15. $ 5431¢ $  37,10:
Denominator:
Denominator for basic earnings per common shareighted average shares 70,90: 58,99¢ 66,912 57,89¢
Earnings per common she- basic:
Income from continuing operations available for coom stockholder $ 01t $ 01z $ 04¢ $ 0.3€
Income from discontinued operations available fammon stockholders — 0.0¢ 0.32 0.2¢
Net income available for common stockholders $ 0.1t $ 021 $ 081 $ 0.64
Earnings per common share - diluted:
Numerator:
Income from continuing operatiol $ 12,71¢ $ 1098 $ 39,827 $  31,16¢
Noncontrolling interests in consolidated affiliafesm continuing operatior (24) (201) (15¢) (590)
Dividends on preferred stot (1,67%) (2,45)) (5,03)) (8,12%)
Excess of preferred stock redemption/repurchaseoses carrying value — (10€) — (10€)
Income from continuing operations available for coom stockholders before noncontrolling interest
the Operating Partnersh 11,015 8,22¢ 34,63¢ 22,33¢
Income/(loss) from discontinued operations (145) 4,73¢ 23,02( 17,30%
Net income available for common stockholders befamecontrolling interests in the Operating
Partnership $ 1087: $ 1296« $ 57,65¢ $  39,64¢
Denominator:
Denominator for basic earnings per common s-weighted average shar 70,90: 58,99¢ 66,91: 57,89:
Add:
Employee and director stock options and warr 121 302 52 33€
Noncontrolling Common Units 4,04¢ 3,92¢ 4,06( 3,947
Denominator for diluted earnings per common shaadjusted weighted average shares and assumed
conversiongl) 75,07 63,22¢ 71,024 62,17¢
Earnings per common she- diluted:
Income from continuing operations available for coom stockholder $ 014 $ 013 $ 04¢ $ 0.3¢€
Income from discontinued operations available fanmon stockholders — 0.0€ 0.32 0.2€
Net income available for common stockholders $ 014 $ 021 $ 081 $ 0.64
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per shre data)
11. BRNINGS PER SHARE - CONTINUED

(1) Options and warrants aggregating 935,494 and 327shares were outstanding during the three montitede September 30, 2009 and 2
respectively, and 1,191,900 and 174,709 shares ewgstanding during the nine months ended SepteBhe2009 and 2008, respectively but were
included in the treasury method calculation fouwitl earnings per common share because the exeriiss of the options and warrants were hi
than the average market price of Common Stock duhiase periods.

12. E8GMENT INFORMATION

Our principal business is the acquisition, develeptrand operation of rental real estate propeniés evaluate our business by prot
type and by geographic locations. Each product hgmedifferent customers and economic characiesias to rental rates and terms, cos
square foot of buildings, the purposes for whiclstomers use the space, the degree of maintenanceustomer support required :
customer dependency on different economic drivearsyng others. The operating results by geograpligping are also regularly review
by our chief operating decision maker for assesgerfprmance and other purposes. There are no ialdteer-segment transactions.

The accounting policies of the segments are theesasrthose described in Note 1 included hereinopdirations are within the Unit
States and, as of September 30, 2009, no custdrttex Bholly Owned Properties comprised more th&¥8of our consolidated revenues.

The following table summarizes the rental income ather revenues and net operating income, defisegntal and other revenues
rental property and other expenses, for each rajplersegment:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Rental and Other Revenues() (2) (3)
Office:
Atlanta, GA $ 1261¢ $ 1185« $ 36,21f $ 35,14:
Greenville, SC 3,42¢ 3,52z 10,66¢ 10,28:
Kansas City, MO 3,742 3,95¢ 11,20: 11,47,
Memphis, TN 8,187 6,331 22,615 18,83¢
Nashville, TN 15,17¢ 15,38¢ 46,20: 45,57:
Orlando, FL 3,11z 2,93¢ 8,90¢ 8,11¢
Piedmont Triad, NC 6,23( 6,25¢ 19,06¢ 19,38:
Raleigh, NC 18,20: 17,28¢ 54,51 52,03(
Richmond, VA 12,174 11,92¢ 35,117 36,34!
Tampa, FL 17,477 16,844 50,61¢ 49,69¢
Total Office Segment 100,34" 96,30 295,12: 286,87¢
Industrial:
Atlanta, GA 3,90¢ 3,80(C 11,77¢ 11,70z
Piedmont Triad, NC 3,182 3,69t 10,86¢ 10,98(
Total Industrial Segment 7,08¢ 7,49t 22,64 22,682
Retail:
Kansas City, MO 6,467 8,66° 21,75¢ 25,59¢
Raleigh, NC 30 — 90 —
Total Retail Segment 6,49 8,66 21,84¢ 25,59¢
Residential:
Kansas City, MO 303 29€ 89¢ 89¢
Total Residential Segment 308 29€ 89¢ 89¢
Total Rental and Other Revenues $ 114,22¢ $ 112,758 $ 340,50¢ $ 336,05:
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(tabular dollar amounts in thousands, except per shre data)

12. EGMENT INFORMATION - Continued
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Net Operating Income: (1) (2) (3)
Office:
Atlanta, GA $ 7891 $ 6,76/ $ 228% $ 21,73]
Greenville, SC 2,011 2,18¢ 6,64( 6,42¢
Kansas City, MO 2,34( 2,42( 6,84: 6,90z
Memphis, TN 4,841 3,852 12,88¢ 11,17¢
Nashville, TN 9,94( 10,20¢ 30,07¢ 30,15t
Orlando, FL 1,63¢ 1,63¢ 4,66¢€ 4,53¢
Piedmont Triad, NC 3,87% 3,84: 12,18¢ 12,31t
Raleigh, NC 11,94: 11,63¢ 36,73¢ 34,74¢
Richmond, VA 7,83¢ 7,81¢ 23,89: 24,37
Tampa, FL 10,18/ 9,98¢ 29,587 29,77¢
Total Office Segment 62,49¢ 60,35 186,41: 182,13¢
Industrial:
Atlanta, GA 2,904 2,892 8,90¢ 8,94:
Piedmont Triad, NC 2,327 2,864 8,331 8,60¢
Total Industrial Segment 5,22¢ 5,75¢€ 17,23: 17,54¢
Retail:
Atlanta, GA(4) (6) (6) (18) (20
Kansas City, MO 3,48¢ 5,617 13,44¢ 16,97+
Raleigh, NC4) (1) (21) 9 (69)
Total Retail Segment 3,47¢ 5,59( 13,44( 16,88¢
Residential:
Kansas City, MO 163 163 517 52¢
Raleigh, NC4) (72) (16) (211) (22)
Total Residential Segment 91 147 30€ 50€
Total Net Operating Income 71,29( 71,84« 217,39: 217,07¢
Reconciliation to income from continuing operationdefore disposition of property and
condominiums and equity in earnings of unconsolidatd affiliates:
Depreciation and amortization (32,63)) (31,459 (98,44 (92,409
General and administrative expense (9,485 (8,885 (27,28¢) (29,367)
Interest expense (21,339 (24,49 (64,659 (74,12
Interest and other income 3,981 1,017 7,90z 3,40¢
Income from continuing operations before dispositid property and condominiums and equity il
earnings of unconsolidated affiliates $ 1181t $ 8,02¢ $ 3491 $ 24,58¢

(1) Net of discontinued operatior

(2) The Piedmont Triad market encompasses thenSbeeo and Winston-Salem metropolitan area.

(3) The Raleigh market encompasses the Raleigthebuy Cary and Research Triangle metropolitan area.

(4) Negative NOI with no corresponding revenues reprissexpensed real estate taxes and other carrgistg associated with land held for developr

that is currently zoned for retail and residenpiaperties.

23




(Table of Contents)
HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per shre data)
13. BBSEQUENT EVENTS

We have evaluated events subsequent to Septemb20(® and through October 29, 2009 (the issuaate af this interim report ¢
Form 10-Q) and no such events required disclosurpudrposes of these financial statements.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

CONSOLIDATED BALANCE SHEETS

(Unaudited and in thousands, except unit and pitanmounts)

Assets:
Real estate assets, at ct
Land
Buildings and tenant improvemet
Development in proces
Land held for developmei!

Less-accumulated depreciatic

Net real estate ass¢
For-sale residential condominiur
Real estate and other assets, net, held fol
Cash and cash equivalel
Restricted cas
Accounts receivable, net of allowance of $2,776 $h@81, respectivel
Notes receivable, net of allowance of $578 and $d&spectively
Accrued straigl-line rents receivable, net of allowance of $2,5@8 $2,082, respective
Investment in unconsolidated affiliat
Deferred financing and leasing costs, net of acdarad amortization of $51,929 and $52,434, respelst
Prepaid expenses and other as

Total Asset:

Liabilities, Redeemable Operating Partnership Unitsand Equity:
Mortgages and notes payal
Accounts payable, accrued expenses and otheiitiedh
Financing obligation
Total Liabilities
Commitments and Contingenci
Redeemable Operating Partnership Ut
Common Units, 3,965,228 and 4,067,163 outstandespectively
Series A Preferred Units (liquidation preferenced®0 per unit), 29,092 shares issued and outstg
Series B Preferred Units (liquidation preferencB $&r unit), 2,100,000 shares issued and outstgi
Total Redeemable Operating Partnership L
Equity:
Common Units
General partner Common Units, 746,270 and 672,8@standing, respective
Limited partner Common Units, 69,915,504 and 62,496 outstanding, respective
Accumulated other comprehensive |
Noncontrolling interests in consolidated affilia
Total Equity
Total Liabilities, Redeemable Operating Partnershijts and Equity

See accompanying notes to consolidated finanassients.
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September 3C

December 31

2009 2008
$ 344,05. $ 346,88
2,815,801  2,811,81
62,07t 61,93¢
99,20¢ 98,94¢
3,321,13.  3,319,58:
(762,069  (712,59)
2,559,06 2,606,098
17,09 24,28:
13,77¢ 14,44
41,89¢ 13,64
17,998 2,25¢
19,84 23,68:
3,24¢ 3,60:
81,89¢ 79,59:
64,08¢ 66,51
70,25¢ 72,78
38,28: 37,04¢
$ 2,928,35 $ 2,044,85
$ 1,472,58' $ 1,604,68
129,47 135,60
35,04: 34,17
1,637,10  1,774,46
124,70 111,27¢
29,09: 29,09:
52,50( 52,50(
206,29° 192,87(
10,83: 9,75¢
1,072,561 966,37
(3,979 (4,792
5,53¢ 6,17¢
1,084,95 977,52
$ 2,928,35 $ 2,044,85
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HIGHWOODS REALTY LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited and in thousands, except per unit anspunt

Three Months Ended

Nine Months Ended

September 30, September 30,
2009 2008 2009 2008
Rental and other revenues 114,22¢ $ 112,75! 340,50¢ $ 336,05¢
Operating expenses:
Rental property and other expen 42,93¢ 40,91 122,86 118,82¢
Depreciation and amortizatic 32,637 31,45¢ 98,44 92,40
General and administrative 9,48t 8,88t 27,530 29,50¢
Total operating expens: 85,06! 81,254 248,84: 240,74(
Interest expense:
Contractua 20,00! 22,99t 60,52¢ 69,80:
Amortization of deferred financing cos 627 714 1,97¢ 2,03¢
Financing obligations 70€ 782 2,151 2,287
21,33¢ 24,49; 64,65¢ 74,12¢
Other income:
Interest and other incon 3,324 1,017 6,61¢ 3,40¢
Gain on debt extinguishments 657 — 1,287 —
3,981 1,017 7,902 3,40€
Income from continuing operations before dispositia of property and
condominiums and equity in earnings of unconsolid&d affiliates 11,81t 8,02¢ 34,91 24,59:
Gains on disposition of proper 34 1,74¢ 247 1,852
Gains on fo-sale residential condominiur 187 — 822 —
Equity in earnings of unconsolidated affiliates 66¢ 1,187 3,77¢ 4,66¢
Income from continuing operations 12,70¢ 10,95¢ 39,76: 31,117
Discontinued operations:
Income from discontinued operatic 232 1,602 2,381 5,417
Net gains/(losses) from discontinued operations (377) 3,137 20,63¢ 11,89(
(145) 4,73¢ 23,02( 17,301
Net income 12,56( 15,697 62,78: 48,41¢
Net (income) attributable to noncontrolling inteeeim consolidateaffiliates (24) (201) (15¢) (590
Distributions on preferred uni (1,67%) (2,45)) (5,03)) (8,12%)
Excess of preferred unit redemption cost over dagryalue — (10€) (10€)
Net income available for common unitholders $  10,85¢ 12,937 57,59 $ 39,59
Earnings per common unit - basic:
Income from continuing operations available for coom unitholder: $ 0.1t 0.1z 04¢ % 0.3€
Income from discontinued operations available fammon unitholders — 0.0¢ 0.3% 0.2¢
Net income available for common unitholders $ 0.1F 0.21 08z $ 0.64
Weighted average common units outstanding - basic 74,54; 62,517 70,56 61,43!
Earnings per common unit - diluted:
Income from continuing operations available for coam unitholder: $ 0.1t 0.1: 04¢ 3 0.3€
Income from discontinued operations available fammon unitholders — 0.0¢ 0.3% 0.2¢
Net income available for common unitholders $ 0.1F 0.21 08z $ 0.64
Weighted average common units outstanding - diluted 74,66% 62,81¢ 70,61t 61,767
Distributions declared per common unit $ 0.42¢ 0.42¢ 1278 $ 1.27¢
Net income available for common unitholders:
Income from continuing operations available for eeam unitholder: $ 11,00¢ 8,19¢ 34,577 $ 22,287
Income/(loss) from discontinued operations avaddbl common unitholders (145) 4,73¢ 23,02( 17,30
Net income available for common unitholders $ 10,85¢ 12,937 57,59 $ 39,59/

See accompanying notes to consolidated finanassients.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

CONSOLIDATED STATEMENT OF EqQuiTy
Nine Months Ended September 30, 2009

(Unaudited and in thousands)

Common Units

Accumulated

Noncontrolling

Other Interests in
General Limited Comprehensive  Consolidated Total
Partner Partner Loss Affiliates Capital
Balance at December 31, 2C $ 9,75¢ $ 966,37¢ $ (4,792 $ 6,17¢ $ 977,52:
Issuance of Common Units, r 1,47: 145,83 — — 147,31(
Distributions on Common Unii (889) (87,97¢) — — (88,867
Distributions on Preferred Uni (50) (4,987 — — (5,03))
Amortization of restricted stock and stock optit 52 5,152 — — 5,204
Distribution to noncontrolling interests in constated affiliate: — — — (796) (79€)
Adjustment of Redeemable Common Units to fair vi (139 (13,84¢) — — (13,98%)
Net (income) attributable to noncontrolling inteseim consolidated affiliate 2 (15€) — 15¢ —
Comprehensive incom
Net income 62€ 62,15¢ — — 62,78
Other comprehensive o — — 81< — 812
Total comprehensive incon 63,59¢
Balance at September 30, 2( $ 10,83: $1,072,561 $ (3.979 5,53¢ $1,084,95

See accompanying notes to consolidated finanassients.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF CASH FLows

(Unaudited and in thousands)
Nine Months Ended

September 30
2009 2008
Operating activities:
Net income $ 62,78: $ 48,41¢
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 87,60( 83,15!
Amortization of lease commissio 11,59¢ 11,44
Amortization of lease incentive 86¢€ 78%
Amortization of restricted stock and stock opti 5,20¢ 5,28t
Amortization of deferred financing cos 1,97¢ 2,03¢
Amortization of accumulated other comprehensive (229) 174
Gains on extinguishment of de (1,287
Net gains on disposition of properti (20,88¢) (13,747
Net gains on disposition of I-sale residential condominiur (823 —
Equity in earnings of unconsolidated affilia (3,779 (4,669
Change in financing obligatior 86¢ 124
Distributions of earnings from unconsolidated &ifis 3,03¢ 4,54¢
Changes in operating assets and liabili
Accounts receivabl 1,72¢ (747)
Prepaid expenses and other as (1,606 (1,419
Accrued straigt-line rents receivabl (2,787 (5,269
Accounts payable, accrued expenses and otheiitied 10,55 (1,947)
Net cash provided by operating activit 154,81( 128,18t
Investing activities:
Additions to real estate assets and deferred lg&sists (101,679 (165,727
Net proceeds from disposition of real estate a: 61,92¢ 37,25¢
Net proceeds from disposition of -sale residential condominiur 7,94( —
Distributions of capital from unconsolidated afities 3,257 2,34:
Net repayments of notes receiva 35€ 1,56¢
Contributions to unconsolidated affiliat (922 (12,34
Changes in restricted cash and other investingities (15,519 8,29t
Net cash used in investing activiti (44,637) (128,60.)
Financing activities:
Distributions on Common Unit (88,86) (77,769
Redemption/repurchase of Preferred U — (52,499
Distributions on Preferred Uni (5,03)) (8,127
Distributions to noncontrolling interests in coridated affiliates (796) (3,247
Net proceeds from the issuances of Common L 147,31( 209,78«
Repurchase of Common Units from noncontrolling riesés — (3,299
Borrowings on revolving credit facilit 128,00( 350,65(
Repayments of revolving credit facili (291,000 (445,95()
Borrowings on mortgages and notes pay: 217,21! 177,91¢
Repayments of mortgages and notes pay (185,08, (135,747
Contributions from noncontrolling interests in colidated affiliates — 62¢
Additions to deferred financing costs and othearficing activities (3,675 (1,570
Net cash (used in)/provided by financing activi (81,92¢) 10,78(
Net increase in cash and cash equivalents 28,25( 10,36%
Cash and cash equivalents at beginning of the gb 13,64¢ 3,14«
Cash and cash equivalents at end of the period $ 4189¢ $ 1351:

See accompanying notes to consolidated financgdsients.

29




(Table of Contents)

HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF CAsH FLows - Continued

(Unaudited and in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capitali@dludes cash distributions to owners of sold pro@s accounted for
financings of $396 and $1,219, respectively)

Supplemental disclosure of non-cash investing anéhfincing activities:

Assets:
Prepaid expenses and other assets

Liabilities:
Accounts payable, accrued expenses and otheiitied

Redeemable Operating Partnership Units and Equity

See accompanying notes to consolidated finanassients.
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Nine Months Ended

September 30
2009 2008
$ 64,73¢ $ 77,19¢
Nine Months Ended
September 30
2009 2008
$ 451 $ (1,559
$ 451 $ !1,552)
$ (591) $ —
$ 591) $ —
$ 1,04: $ !1,552)
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HIGHWOODS REALTY LIMITED PARTNERSHIP
NoOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2009
(tabular dollar amounts in thousands, except per ui data)
(Unaudited)

1. CESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES
Description of Business

Highwoods Properties, Inc., together with its cdilsted subsidiaries (the "Company"), is a fullyeigrated, self-administered and self-
managed equity real estate investment trust ("REI&4t operates in the southeastern and midwekteited States. The Company condi
virtually all of its activities through HighwoodseRlty Limited Partnership (the “Operating Partngrgh As of September 30, 2009,
Company and/or the Operating Partnership whollyedvr309 inservice office, industrial and retail propertie6; rental residential units; 5
acres of undeveloped land suitable for future dmwakent, of which 490 acres are considered coreifgdd an additional four office a
industrial properties under development; and 54s#de residential condominiums.

The Company is the sole general partner of the @ipey Partnership. As of September 30, 2009, themgamy owned all of the prefert
partnership interests (“Preferred Units”) and 7@illion, or 94.7%, of the common partnership ingtse(*Common Units”jn the Operatin
Partnership. The Company has the right to put awlyadl of the Preferred Units to the Operating Renghip in exchange for their liquidat
preference plus accrued and unpaid distributionthénevent of a corresponding redemption by the @ of the underlying Prefert
Stock. Limited partners (including certain officensd directors of the Company) own the remaini@gndillion Common Units. Generally, t
Operating Partnership is required to redeem eachn@m Unit at the request of the holder thereofcish equal to the value of one shai
the Company’s Common Stock, $.01 par value (themi@on Stock”),based on the average of the market price for thérdding day
immediately preceding the notice date of such rgaiem, provided that the Company at its option nadgct to acquire any such Comn
Units presented for redemption for cash or oneeslshirCommon Stock. The Common Units owned by then@my are not redeemal
During the nine months ended September 30, 20@9Ctmpany redeemed 101,935 Common Units for anlikeber of shares of Comimr
Stock.

Common Stock Offering

On June 1, 2009, the Company issued in a publarioff approximately 7.0 million shares of Commoac&tfor net proceeds of $14.
million. As required by the terms of the partnepsligreement of the Operating Partnership, the netepds from the offering we
contributed to the Operating Partnership in excbkafty additional Common Units. The net impact o thiffering and the redemptic
discussed above was to increase the percentagenun@n Units owned by the Company from 94.0% asexfdinber 31, 2008 to 94.7% a
September 30, 2009. On June 1, 2009, we used ampaftthe net proceeds of the offering to retine temaining $107.2 million princig
amount of a secured loan. The remaining net prac&ed the offering were used to reduce the amotibbrrowings outstanding under
revolving credit facility.

Basis of Presentation

Our Consolidated Financial Statements are preparednformity with accounting principles generatlgcepted in the United States
America (“GAAP”). As more fully described in Notes 3 and 10, the @tidated Balance Sheet at December 31, 2008 waserkvron
previously reported amounts to reflect in real teséand other assets, net, held for sale those girepéeld for sale at September 30, 2009.
Consolidated Statements of Income for the three rind months ended September 30, 2008 were algsete¥rom previously report
amounts to reflect in discontinued operations tperations for those properties sold or held foe shiring 2008 and the first nine month
2009 which qualified for discontinued operationsgamtation.
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per ui data)
1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies - Continued

Beginning in the first quarter of 2009, we wereuiegd to present noncontrolling interests, definedhe portion of equity in a subsidi
not attributable directly or indirectly to the pateas a separate component of equity in the Citedetl Balance Sheets subject to exis
requirements for the classification and measurermeréadeemable securities. Additionally, we werguieed to modify the presentation of
income by attributing earnings and other compreilwvensicome to controlling and noncontrolling intst® These accounting changes
required to be retroactively applied for all pegogresented. Below are the steps we have takenresul of retroactively applying the
changes to previously reported amounts:

« We have reclassified the noncontrolling interestsansolidated affiliates from the mezzanine sectibour Consolidated Balar
Sheet to equity. This reclassification totaled $6iltion as of December 31, 20C

« We no longer deduct net income attributable to patrolling interests in consolidated affiliates whdetermining net income. A
result, net income for the three and nine monthdednSeptember 30, 2008 increased $0.2 million @n@ #illion from the
previously reported amounts, respectively. The &dopof these requirements had no effect on ourinedtme available fc
common unitholders or our earnings per common

Beginning in the first quarter of 2009, we wereuieed to include our total number of restricted coom shares outstanding in
calculation of weighted average common shares and#tg, basic and diluted, for all periods presg&n#s a result, for the three mon
ended September 30, 2008, weighted average commité autstanding, basic and diluted, are 501,468 280,963 units higher th
previously reported, respectively. For the nine therended September 30, 2008, weighted average conumits outstanding, basic ¢
diluted, are 506,102 and 311,366 units higher t@viously reported, respectively. Basic earnings gommon unit for the three mon
ended September 30, 2008 is unchanged from the ranpoeviously reported and, for the nine monthseen8eptember 30, 2008, is $(
lower than previously reported. Diluted earnings gammon unit for the three and nine months endsgate®nber 30, 2008 is unchanged f
amounts previously reported.

The Consolidated Financial Statements include whmMned subsidiaries and those subsidiaries inlwvie have the controlling inter
and where no substantive participating rights dostantive kick out rights have been granted torttvecontrolling interests. All significa
intercompany transactions and accounts have baaimated.

The unaudited interim consolidated financial stateta and accompanying unaudited consolidated fiakimformation, in the opinion i
management, contain all adjustments (including mbmacurring accruals) necessary for a fair predent of our financial position, results
operations and cash flows. We have omitted certaias and other information from the interim coraikd financial statements presente
this Quarterly Report on Form 1D-as permitted by SEC rules and regulations. Tleessolidated financial statements should be re
conjunction with our 2008 Annual Report on FormKLO-

Use of Estimates

The preparation of consolidated financial statesm@m&ccordance with GAAP requires us to make egdmand assumptions that af
the amounts reported in the consolidated finarste&tements and accompanying notes. Actual resuligl differ from those estimates.
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1. D=SCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies - Continued
Income Taxes

The Company has elected and expects to contingadlify as a REIT under Sections 856 through 86thefinternal Revenue Code
1986, as amended. A corporate REIT is a legalyetitdat holds real estate assets and, through thmera of dividends to stockholders
generally permitted to reduce or avoid the paynodrfederal and state income taxes at the corpdeatel. To maintain qualification as
REIT, the Company is required to pay dividendstsostockholders equal to at least 90.0% of its ahREIT taxable income, excludi
capital gains. Under temporary IRS regulations,Z009, distributions can be paid partially usinRBIT’s freely tradable stock so long
stockholders have the option of receiving at ledd% of the total distribution in cash. The parthgsagreement requires the Opera
Partnership to pay economically equivalent distidns on outstanding Common Units at the same thmethe Company pays dividends
its outstanding Common Stock.

Noncontrolling Interests

Beginning in the first quarter of 2009, we have ified the measurement and presentation of noncllingganterests for all perioc
presented, as described previously.

Noncontrolling interests in consolidated affiliatesates to our respective joint venture partn&&0% interest in Highwoodstarkel
Associates, LLC (“Markel”) and estimated 18% ecoimmterest in Plaza Residential, LLC (“Plaza Resiiial”). Each of our joint ventu
partners is an unrelated third party. We consddiddarkel since we are the general partner and alotite major operating and financ
policies of the joint venture. We consolidate PIRzsidential since we own the majority interesiinl control the joint venture.

Recently Issued Accounting Standards

Beginning in the first quarter of 2010, we will bequired to perform an ongoing assessment to deterwhether each entity in whi
we have an equity interest is a variable interastyethat should be consolidated if qualitativetfa's indicate we have the controlling inter
We are currently evaluating the impact this requiat may have on our financial position, resulteérations and disclosures.
2. INVESTMENTS IN UNCONSOLIDATED AFFILIATES

We have equity interests ranging from 10.0% to %0.i@ various joint ventures with unrelated thirdrtges. We account for o

unconsolidated joint ventures using the equity metbf accounting. As a result, the assets andlitiabi of these joint ventures for which
use the equity method of accounting are not inaudeur Consolidated Balance Sheets.
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2. NVESTMENTS IN UNCONSOLIDATED AFFILIATES - Continued

Our combined, summarized income statements founconsolidated joint ventures were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Income Statements:
Revenues $ 3515( $ 39,66t $ 108,61+ $ 116,89
Expenses:
Rental property and other expenses 17,28: 19,93¢ 52,85 57,22
Depreciation and amortization 8,657 8,68( 25,50¢ 24,50¢
Interest expense 8,53¢ 9,034 25,94 26,25¢
Total expenses 34,47 37,65: 104,30t 107,99(
Income before disposition of property 67E 2,01z 4,30¢ 8,90¢
Gains/(losses) on disposition of property (469 — 2,96: —
Net income $ 21z $ 201z $ 7,271 $ 8,90¢
Our share of:
Net income) $ 66 $ 1,187 $ 3,77¢ $  4,66¢
Depreciation and amortization of real estate assets $ 3311 $ 3097 $ 8,90¢ $ 9,34c
Interest expense $ 346t $ 367¢ $ 1053 $ 10,837
Gains/(losses) on disposition of depreciable priger $ (199) $ — 3 582 $ =

(1) Our share of net income differs from our weégghaverage ownership percentage in the joint vegtaet income due to our purchase accounting
other adjustments related to management and lefesisg

During the third quarter of 2009, we and an uneelghird party formed a joint venture in which wevh a 10.0% ownership interest
the third quarter of 2009, this joint venture puséd land for $3.4 million to be used for futurgelepment.

We have a 22.81% interest in a joint venture withhv@eiz-Deutschland-USA Dreilander Beteiligung Objelk F 98/29-Walker Fink-
KG. In the second quarter of 2009, this joint veatsold one property for gross proceeds of $14lBomiand recorded a gain of $3.4 millis
We recorded $0.8 million as our proportionate shudithis gain through equity in earnings of uncditsded affiliates in the second quarte
20009.

We have a 42.93% interest in a joint venture witkilanderFonds 97/26 and 99/32. In the third quarter of 2068 joint venture so
one property for gross proceeds of $7.1 million aadorded an impairment charge of $0.5 million. Véeorded $0.2 million as ¢
proportionate share of this impairment charge thhoeiquity in earnings of unconsolidated affiliaiteshe third quarter of 2009.

3. INVESTMENT ACTIVITIES
Impairments of Long-Lived Assets
We are required to measure lolied assets classified as held for sale at theetawi the carrying value or fair value less cossed. Ir

the third quarter of 2009, we classified four pmtigs as held for sale and recorded an impairmesg bf $0.4 million on two of tho
properties.
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3. NVESTMENT AcTIVITIES - Continued
Dispositions

In the second quarter of 2009, we sold three came- community retail centers aggregating 413,0iare feet in the Kansas C
metropolitan area for gross proceeds of $62.1 onillA gain of $20.9 million was recorded in them®t quarter of 2009.

Development

Development in process as of September 30, 2008isted primarily of two office properties aggreggti258,000 rentable square -
and 75 acres of vacant land undergoing infrastractmprovements. The aggregate cost, includingingasommissions, of the two offi
properties currently is expected to be $64.1 mmlliwhen fully leased and completed, of which $62#lion had been incurred as
September 30, 2009. The weighted averagelgaging, based on projected development costsheget development properties
approximately 62% as of September 30, 2009.

Additionally, we currently have one office propednd one industrial property recently completed, it yet stabilized, aggregati
353,000 square feet. We define “stabilized” 95% occupied or one year from substantial caioplewhichever comes first. The aggre(
cost, including leasing commissions, of these prttgsecurrently is expected to be $40.0 million whielly leased, of which $34.5 million h
been incurred as of September 30, 2009. The daelltighted average pileasing of these properties was approximately 629601
September 30, 2009. The components of these piepeante included in land, building and tenant improents and deferred financing .
leasing costs in our Consolidated Balance Sheet 8sptember 30, 2009.

For-Sale Residential Condominiums

We own a majority interest in Plaza ResidentialCl.la joint venture which was formed to develop aetl 139 forsale residenti
condominiums constructed above an office tower kdgesl by us in Raleigh, NC. Fegale residential condominiums in our Consolid
Balance Sheets include our completed, but unsadda@minium inventory as of September 30, 2009 ardelnber 31, 2008. We initia
record receipt of deposits as a component of ActsoBayable, Accrued Expenses, and Other Liabilitiesir Consolidated Balance Sheet
required by the deposit method. For those unitd, ssé account for the resulting sales proceedggusia deposit method. For the three
nine months ended September 30, 2009, we sold sanén20 condominiums for net sales proceeds of ##lifon and $7.9 millior
respectively, and recorded gains of $0.2 milliod 9.8 million, respectively. For the three andenmonths ended September 30, 2008,
were no corresponding sales or gains. Net saleepds include forfeitures of earnest money deposi#.1 million and $0.6 million for tt
three and nine months ended September 30, 20Q8atdely. We record forfeitures of earnest monepasits as income when entitlec
claim the forfeited deposit upon legal default. @stimate of our partner’s economic ownership, Whécimpacted by a contractualbase:
promoted return, decreased from 25% as of DeceBhe2008 to 18% as of September 30, 2009.

4, DEFERRED FINANCING AND LEASING COSTS

As of September 30, 2009 and December 31, 2008 adealeferred financing costs of $12.5 million add.$ million, respectively, wil
related accumulated amortization of $4.5 milliord &v.8 million, respectively. As of September 3002 and December 31, 2008, we
deferred leasing costs of $109.7 million and $1X@illion, respectively, with related accumulatedaatization of $47.4 million and $44
million, respectively. Aggregate amortization experfincluded in depreciation and amortization amoérization of deferred financing cos
for these intangibles for the three months endexeBeber 30, 2009 and 2008 was $4.4 million and $4lkon, respectively, and for the ni
months ended September 30, 2009 and 2008 was $l8dh and $13.5 million, respectively.
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4. D=FERRED FINANCING AND LEASING CosTs - Continued

The estimated aggregate amortization expense &br @ahe next five succeeding fiscal years iscdlews:

October 1, 2009 through December 31, 2009 $ 4,291
2010 $ 14,43¢
2011 $ 11,41¢
2012 $ 10,94¢
2013 $ 7,56
2014 $ 5,09¢
5. MoORTGAGES AND NOTES PAYABLE
Our consolidated mortgages and notes payable tedsi$the following:
December
September 3C 31,
2009 2008
Secured mortgage loans $ 724,18 $ 655,18t
Unsecured loans 748,39¢ 949,49¢
Total $ 1,472,58' $1,604,68!

As of September 30, 2009, our secured mortgages le@me secured by real estate assets with an adgragdepreciated book value
$1.2 billion.

Our $450.0 million unsecured revolving credit fagiis scheduled to mature on May 1, 2010. Therégerate is LIBOR plus 80 be
points and the annual base facility fee is 20 bpsiats. The interest rate would increase to LIB@#&s 140 or 155 basis points if our ct
rating were to fall below investment grade accaydio two of three major credit rating agencies. @uwolving credit facility had $44¢
million of availability as of September 30, 2009laDctober 26, 2009.

Our $70.0 million secured construction facility irgtially scheduled to mature on December2010. Assuming no defaults hs
occurred, we have options to extend the maturitg && two successive ongar periods. The interest rate is LIBOR plus 8&idpoints. Ot
secured construction facility had $28.3 millionasfilability as of September 30, 2009 and Octol6e2P09.

In January 2009, we paid off at maturity $50.0 imillof 8.125% unsecured notes using borrowings uaderevolving credit facility.

In March 2009, we obtained a $20.0 million, thyear unsecured term loan with a bank lender. Ttezest rate is LIBOR plus 250 be
points, subject to a minimum total interest rat&.8bo.

In June 2009, we retired the remaining $107.2 amllprincipal amount of a secured loan using a portf the net proceeds of «
Common Stock offering on June 1, 2009. We incunregrepayment penalties.

In August 2009, we obtained a $115.0 million, sida half-year secured loan that bears intere8i835% and a $47.3 million, seven-
year secured loan that bears interest at 7

During the second quarter of 2009, we repurcha8e2i illion principal amount of 2017 bonds for aghase price of 79% of par value.
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5. MoRTGAGES AND NOTES PAayABLE - Continued
During the third quarter of 2009, we repurchase® $aillion principal amount of 2017 bonds for a ghaise price of 86% of par value.

Our revolving credit facility, variable rate termans and the indenture that governs our outstanuings require us to comply w
customary operating covenants and various finameidloperating ratios. We and the Company are eathntly in compliance with all su
requirements.

6. S$IARE-BASED PAYMENTS

During the nine months ended September 30, 20@9 Cibmpany granted under its Amended and Restated $fck Option Ple
394,044 stock options at an exercise price equdiléalosing market price of a share of its comrstmtk on the date of grant. The fair ve
of each option grant is estimated on the date arfitgnsing the Black-Scholes option pricing modéljol resulted in a weightealverage gral
date fair value per share of $1.80. During the mrmths ended September 30, 2009, the Companygedsted 128,384 shares of tirhase!
restricted stock and 99,910 shares of total relbased restricted stock with weightaderage grant date fair values per share of $18n8
$10.13, respectively. The Company recorded stimded compensation expense of $1.6 million and &fll®n during the three mont
ended September 30, 2009 and 2008. The Companydeztstockbased compensation expense of $5.2 million and $#l®n during the
nine months ended September 30, 2009 and 200&atasgly. As of September 30, 2009, there was $8lBon of total unrecognized stock-
based compensation costs, which will be recognized a weighted average remaining contractual terin5 years.

7. DERIVATIVE INSTRUMENTS

To meet, in part, our liquidity requirements, werrow funds at a combination of fixed and variabtges. Borrowings under ¢
revolving credit facility, construction facility @nbank term loans bear interest at variable r&@es.longterm debt, which consists of sect
and unsecured lonigrm financings and the issuance of unsecured sishutrities, typically bears interest at fixed reathough some loa
bear interest at variable rates. Our interestniskemanagement objectives are to limit the impddnhterest rate changes on earnings and
flows and to lower our overall borrowing costs. dahieve these objectives, from time to time, weeimito interest rate hedge contracts !
as collars, swaps, caps and treasury lock agresrirentder to mitigate our interest rate risk widlspect to various debt instruments. W
not hold or issue these derivative contracts faditrg or speculative purposes. The interest ratalloof our variable rate debt is gener
adjusted at one or three month intervals, subgaettlements under these interest rate hedgeaotsitiWe also enter into treasury |
agreements from time to time in order to limit @xposure to an increase in interest rates witheitdp future debt offerings.

In prior periods, we entered into certain interedé hedging arrangements which were designatecaantieing accounted for as ¢
flow hedges. The effective portion of these arramgpts, representing deferred interest expense $iv@smillion as of September 30, 2!
and is included in Accumulated Other Comprehentioes (“AOCL"). This deferred expense will be recognized as antiaddio interes
expense in the same periods during which intergerese on the hedged financings affects net incovieeexpect approximately $0.1 milli
will be recognized as a decrease to interest expeithin the next 12 months.

In January 2008, we entered into two floating-t@fl interest rate swaps for a oyear period with respect to an aggregate of §
million of borrowings outstanding under our revalgicredit facility or other floating rate debt. Heeswaps fixed the underlying LIBOR t
upon which interest on such borrowings is base®i26% for $30.0 million of borrowings and 3.24% &#0.0 million of borrowings. The
swaps were designated and accounted for as casthédges and matured in January 2009.
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7. DERIVATIVE INSTRUMENTS - Continued

In April 2008, we entered into a floating-to-fix@tterest rate swap for a tweear period with respect to an aggregate of $50l@&mof
borrowings outstanding under our term loan or oftuating rate debt. The swap fixes the underih§OR rate upon which interest on si
borrowings is based at 2.52%. The counterparty i swap is Bank of America, N.A. The swap wasignated and is being accountec
as a cash flow hedge. The effective portion ofstivep representing deferred interest expense wésdilion as of September 30, 2009 an
included in AOCL. We expect all of the balance &rbcognized as an increase to interest expenb@lie next seven months. See Nc
for Fair Value Measurements disclosure.

In October 2008, we entered into a floating-to-fixeterest rate swap for a ogear period with respect to an aggregate of $25lbn
of borrowings outstanding under our term loan ¢reoffloating rate debt. The swap fixes the undegyiLIBOR rate upon which interest
such borrowings is based at 2.35%. The counterpeutigr this swap is PNC Bank, N.A. The swap wagydased and is being accounted
as a cash flow hedge. The effective portion ofdivap representing deferred interest expense wa®®3B9s of September 30, 2009 ar
included in AOCL. We expect all of the balance &rbcognized as an increase to interest expenklite next month. See Note 9 for |
Value Measurements disclosure.

8.  OrHER COMPREHENSIVE INCOME/(L0sS)
Other comprehensive income/(loss) represents neanie plus the changes in certain amounts defemecccumulated oth

comprehensive income/(loss) related to hedgingadinelr activities not reflected in the ConsolidaBtdtements of Income. The componen
other comprehensive income/(loss) are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008

Net income $ 1256( $ 15697 $ 62,78. $ 4841
Other comprehensive income/(loss):

Unrealized gain/(loss) on tax increment financiogds 25¢ (1,757 451 (2,12¢)
Unrealized derivative net gains on cash-flow hedges 177 49 591 57¢
Amortization of past cash flow hedges (89 47 (229) 174
Total other comprehensive income/(loss) 347 (1,655) 813 (1,379
Total comprehensive income $ 12907 $ 14,04: $ 6359 $ 47,04(

9. FAIR VALUE MEASUREMENTS

The following summarizes the three levels of inpihist we use to measure fair value, as well asafisets, mezzanine noncontrol
interests and liabilities that we recognize at Yailue using those levels of inputs.

Level 1. Quoted prices in active markets for identicaktssr liabilities.

Our Level 1 assets are comprised of investmentsarketable securities which we use to pay benefiter our deferred compensa
plan. Our Level 1 noncontrolling interests in thee@ating Partnership are comprised of Common Unitthe Operating Partnership
owned by the Company. Our Level 1 liabilities atg obligations to pay certain deferred compensapilam benefits whereby participa
have designated investment options (primarily miviwads) to serve as the basis for measurememeofivtional value of their accounts.

Level 2. Observable inputs other than Level 1 prices, sschuted prices for similar assets or liabilitigapted prices in markets tl

are not active; or other inputs that are observablean be corroborated by observable market datsubstantially the full term of the rela
assets or liabilities.
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9. FAIR VALUE MEASUREMENTS - Continued
Our Level 2 liabilities are interest rate swaps s#éair value is determined using a pricing modaeldal upon observable market inputs.

Level 3. Unobservable inputs that are supported by littlem@market activity and that are significant to fag value of the assets
liabilities.

Our Level 3 asset is our tax increment financingddssued by a municipal authority in connectiothwaur construction of a pub
parking facility that is not routinely traded buhese fair value is determined using an estimafgajected redemption value based on qu
bid/ask prices for similar unrated municipal bontisis available foisale security is carried at estimated fair valuprigpaid and other ass
with unrealized gains or losses reported in accatadlother comprehensive loss. The estimated duievas of September 30, 2009 was
million below the outstanding principal due on thend. We currently intend to hold this bond, wharhortizes to maturity in 2020, and
not believe that we will be required to sell themb before recovery. Payment of the principal aterest for the bond is guaranteed by us
therefore, we have recorded no credit losses tekatehe bond’s impairment. Our Level 3 liability our SFHIW Harborview Plaza, L
financing obligation that is not traded but whos& ¥alue is determined using an estimate of disteal cash flows dependent on fu
leasing assumptions for the property.

The following tables set forth the assets and litéas that we measured at fair value on a recgrbasis by level within the fair val
hierarchy.

Level 1 Level 2 Level 3
Quoted
Prices in
Active
Markets Significant
for Other Significant
September 3C  Identical  Observable Unobservable
2009 Assets Inputs Inputs
Assets:
Marketable securities (in prepaid and other asgsts) $ 590¢ $ 590/ $ — $ —
Tax increment financing bond (in prepaid expensesaiher assets) 17,91¢ — — 17,91¢
Total Assets $ 23,82 $ 590/ $ — 3 17,91¢
Liabilities:
Interest rate swaps (in accounts payable, accrxehses and other liabilities) $ 672 $ — % 67z $ —
Deferred compensation (in accounts payable, acaupenses and other liabilities) 6,612 6,612 — —
SF-Harborview Plaza, LP financing obligation 17,44¢ — — 17,44¢
Total Liabilities $ 24,73( $ 6,612 $ 67: $ 17,44¢
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9. FAIR VALUE MEASUREMENTS - Continued

Assets

Marketable securities (in prepaid and other asgpts)

Tax increment financing bond (in prepaid expensesaher assets)
Total Assets

Liabilities
Interest rate swaps (in accounts payable, accrxygehees and other liabilities)

Deferred compensation (in accounts payable, aca@xpenses and other liabilities)

SF-Harborview Plaza, LP financing obligation
Total Liabilities

(1) The marketable securities are held throughofficer deferred compensation plans.

The following table sets forth our Level 3 asseat hability.

Asset:
Tax Increment Financing Bond
Beginning balance
Unrealized gain (in AOCL)
Ending balance

Liability:
SF-Harborview Plaza, LP Financing Obligation
Beginning balance
Payments on financing obligation
Interest expense on financing obligation
Ending balance

40

Level 1 Level 2 Level 3
Quoted
Prices in
Active
Markets Significant
for Other Significant
December 31 Identical Observable Unobservable
2008 Assets Inputs Inputs
$ 542 $ 542: $ — $ —
17,46¢ — — 17,46¢
$ 22,89C $ 542 $ — $ 17,46¢
$ 1,37¢ — $ 137¢ % —
6,52z 6,52 — —
16,60« — — 16,60«
$ 24,50: 6,52: $ 1,37¢ $ 16,60«

Three Months Nine Months

Ended Ended
September 3C September 3C
2009 2009
$ 17,66( $ 17,46¢

25¢ 451
$ 17,91¢ $ 17,91¢
$ 17,17: $ 16,60:

(124 (396

397 1,235
$ 17,44t $ 17,44%
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9. FAIR VALUE MEASUREMENTS - Continued
The following estimated fair values were determiri®yd management using available market informatiod appropriate valuatic
methodologies. Considerable judgment is used @pnét market data and develop estimated fair galiecordingly, the estimates presel
herein are not necessarily indicative of the am®uinat we could realize upon disposition of theficial instruments. The use of differ

market assumptions and/or estimation methodologiag have a material effect on the estimated falues The carrying amounts ¢
estimated fair values of our financial instrumentse as follows:

Carrying

Amount Fair Value
September 30, 2009
Cash and cash equivalents $ 4189 $ 41,89¢
Restricted cash $ 17,998 $ 17,99
Accounts and notes receivable $ 23,090 $ 23,09:
Marketable securities (in prepaid expenses and asets) $ 590« $ 590/
Tax increment financing bond (in prepaid expensekaher assets) $ 1791¢ $ 17,91¢
Mortgages and notes payable $1,472,58" $1,444,08!
Financing obligations $ 35,04 $ 35,14
Interest rate swaps (in accounts payable, accrxehses and other liabilities) $ 67 $ 673
Deferred compensation (in accounts payable, ac@xpenses and other liabilities) $ 661 $ 6,61

December 31, 2008

Cash and cash equivalents $ 13,64¢ $ 13,64¢
Restricted cash $ 2256 $ 2,25¢
Accounts and notes receivable $ 27,28 $ 27,28¢
Marketable securities (in prepaid expenses and asets) $ 542: $ 542
Tax increment financing bond (in prepaid expensesaiher assets) $ 17,46¢ $ 17,46¢
Mortgages and notes payable $1,604,68" $1,330,89
Financing obligations $ 3417 $ 32,21¢
Interest rate swaps (in accounts payable, accrxgehses and other liabilities) $ 137¢ $ 1,37¢
Deferred compensation (in accounts payable, ac@xpenses and other liabilities) $ 652 $ 6,52

The fair values of our mortgages and notes payatbefinancing obligations were estimated usingalisted cash flow analyses ba
on estimated market rates on similar borrowing reyeanents at September 30, 2009 and December 33, 28pectively. The carryil
amounts of our cash and cash equivalents, accandtsotes receivable equal or approximate fairezalu

Disclosures about the fair value of financial ingtents are based on relevant information availableis at September 30, 20

Although management is not aware of any factors wraild have a material effect on the fair valueoants reported herein, such amo
have not been revalued since that date and cuestintates of fair value may significantly diffeoiin the amounts presented herein.
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10. [DBCONTINUED OPERATIONS

As part of our business strategy, we from timarteetselectively dispose of naore properties and use the net proceeds for imezgs
for repayment of debt and/or retirement of Prefr&tock, or other purposes. The table below seth the net operating results of th
assets classified as discontinued operations inGuansolidated Financial Statements. These assessifiéd as discontinued operati
comprise 1.2 million square feet of office and ilepmoperties and 13 rental residential units sdlding 2008 and the nine months er
September 30, 2009. The operations of these dsaetsbeen reclassified from our ongoing operatiordiscontinued operations, and we
not have any significant continuing involvementtie operations after the disposal transactions:

Three Months Ended Nine Months Ended
September 30, September 30,

2009 2008 2009 2008

Rental and other revenues $ 39t $ 3522 $ 4778 $ 12,03¢
Operating expenses:

Rental property and other expenses 112 1,27: 1,63¢ 4,457
Depreciation and amortization 52 652 75€ 2,187
Total operating expenses 164 1,92t 2,39t 6,64
Other income 1 3 1 22
Income before gains/(losses) from discontinued opegions 232 1,60z 2,381 5,417
Net gains/(losses) from discontinued operations (377) 3,137 20,63¢ 11,89(
Total discontinued operations $ (149 4,73¢ $ 23,02( $ 17,30%

The following table includes the major classesssfets and liabilities of the properties classifischeld for sale:

December
September 3C 31,
2009 2008

Land $ 5871 $ 5,98¢
Land held for development 1,197 1,197
Buildings and tenant improvements 7,65¢€ 8,03¢
Accumulated depreciation (1,802 (1,627
Net real estate assets 12,92¢ 13,58¢
Deferred leasing costs, net 401 434
Accrued straight line rents receivable 403 382
Prepaid expenses and other 47 45
Total assets $ 13,77¢ $ 14,44
Tenant security deposits, deferred rents and ad@ostg1) $ 12 $ 9

Zl) Included in accounts payable, accrued expems@é®ther liabilities.
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11. BRNINGS PER UNIT

Beginning in the first quarter of 2009, we have ified our calculation of weighted average commoitsjasic and diluted, to inclu
our total number of restricted common shares ondistg, as described in Note 1.

The following table sets forth the computation asic and diluted earnings per common unit:

Three Months Ended Nine Months Ended
September 30 September 30
2009 2008 2009 2008
Earnings per common unit- basic:
Numerator:
Income from continuing operatiol $ 12,70t $ 10,95¢ $ 39,76 $ 31,11:
Noncontrolling interests in consolidated affiliafesm continuing operatior (24) (201) (158) (590
Distributions on preferred uni (1,677 (2,45)) (5,03)) (8,127
Excess of preferred unit redemption cost over aagryalue — (10€) (10€)
Income from continuing operations available for coom unitholder: 11,004 8,19¢ 34,57: 22,28
Income/(loss) from discontinued operatic (14£) 4,73¢ 23,02( 17,307
Net income available for common unithold $ 1085¢ $ 12937 $ 57,59 $ 39,59
Denominator:
Denominator for basic earnings per common — weighted average uni 74,54; 62,517 70,56: 61,43:
Earnings per common ur- basic:
Income from continuing operations available for coom unitholder: $ 0.1t $ 0.1z $ 04 $ 0.3€
Income from discontinued operations available finmon unitholder — 0.0¢ 0.3 0.2¢
Net income available for common unithold $ 0.1t $ 021 $ 0.8z $ 0.64
Earnings per common unit- diluted:
Numerator:
Income from continuing operatiol $ 12,708 $ 10,95¢ $ 39,76: $ 31,11
Noncontrolling interests in consolidated affiliafesm continuing operatior (24) (201) (158) (590
Distributions on preferred uni (1,677 (2,45)) (5,03)) (8,127
Excess of preferred unit redemption cost over aagryalue — (108) (10€)
Income from continuing operations available for coom unitholder: 11,004 8,19¢ 34,57 22,28
Income/(loss) from discontinued operatic (14£) 4,73¢ 23,02( 17,30%
Net income available for common unithold $ 10,85¢ $ 12937 $ 57,59: $ 39,59/
Denominator:
Denominator for basic earnings per common —-weighted average uni 74,54; 62,517 70,56: 61,43
Add:
Employee and director stock options and warr 121 302 52 33€
Denominator for diluted earnings per common u- adjusted weighted average units i
assumed conversions 74,66 62,81¢ 70,61t 61,765
Earnings per common ur- diluted:
Income from continuing operations available for coom unitholder: $ 0.1t $ 0.1 $ 0.4¢ $ 0.3¢€

Income from discontinued operations available finmon unitholder — 0.0¢ 0:35 0.2¢
Net income available for common unithold 0.1t $ 0.21 08z $ 0.64

©
©

(1) Options and warrants aggregating 935,494 and 3ZQi#s were outstanding during the three montlieérSeptember 30, 2009 and 2008, respect
and 1,191,900 and 174,709 units were outstandingglthe nine months ended September 30, 2009 @08, 2espectively but were not included in
treasury method calculation for diluted earnings gemmon units because the exercise prices of ptiers and warrants were higher than the ave
market price of Common Stock during these periods.

43




(Table of Contents)
HIGHWOODS REALTY LIMITED PARTNERSHIP

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per ui data)
12. BGMENT INFORMATION
Our principal business is the acquisition, develeptrand operation of rental real estate propeniés evaluate our business by prot
type and by geographic locations. Each product hgsedifferent customers and economic charactsia to rental rates and terms, cos
square foot of buildings, the purposes for whiclstomers use the space, the degree of maintenarmceustomer support required :
customer dependency on different economic driveersyng others. The operating results by geograpligping are also regularly review

by our chief operating decision maker for assesgerfprmance and other purposes. There are no ialdteer-segment transactions.

The accounting policies of the segments are theesasrthose described in Note 1 included hereinopdirations are within the Unit
States and, as of September 30, 2009, no custdrttex Bholly Owned Properties comprised more th&¥8of our consolidated revenues.

The following table summarizes the rental income ather revenues and net operating income, defisegntal and other revenues
rental property and other expenses, for each rajplersegment:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Rental and Other Revenues() (2) (3)
Office:
Atlanta, GA $ 1261¢ $ 1185 $ 36,21f $ 35,14
Greenville, SC 3,42¢ 3,52z 10,66¢ 10,28
Kansas City, MO 3,742 3,95¢ 11,20( 11,47,
Memphis, TN 8,187 6,331 22,617 18,83¢
Nashville, TN 15,17t 15,38¢ 46,20: 45,57
Orlando, FL 3,11z 2,93¢ 8,90¢ 8,11¢
Piedmont Triad, NC 6,23( 6,25¢ 19,06¢ 19,38t
Raleigh, NC 18,20: 17,28¢ 54,51 52,03(
Richmond, VA 12,17« 11,92¢ 35,117 36,34
Tampa, FL 17,477 16,844 50,61¢ 49,69¢
Total Office Segment 100,34" 96,30 295,12: 286,87¢
Industrial:
Atlanta, GA 3,90¢ 3,80(C 11,77¢ 11,70:
Piedmont Triad, NC 3,182 3,69t 10,86¢ 10,98(
Total Industrial Segment 7,08¢ 7,49t 22,64 22,68:
Retail:
Kansas City, MO 6,467 8,66° 21,75¢ 25,59¢
Raleigh, NC 30 — 90 —
Total Retail Segment 6,49 8,66 21,84¢ 25,59¢
Residential:
Kansas City, MO 303 29€ 89¢ 89¢
Total Residential Segment 303 29€ 89¢ 89¢
Total Rental and Other Revenues $ 114,22¢ $ 112,75! $ 340,50¢ $ 336,05:
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(tabular dollar amounts in thousands, except per ui data)

12. EGMENT INFORMATION - Continued
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Net Operating Income: (1) (2) (3)
Office:
Atlanta, GA $ 7891 $ 6,76¢ $ 22920 $ 21,75
Greenville, SC 2,011 2,18¢ 6,64¢ 6,42¢
Kansas City, MO 2,34( 2,42( 6,851 6,907
Memphis, TN 4,841 3,85¢ 12,90: 11,18:
Nashville, TN 9,94( 10,20¢ 30,113 30,17:
Orlando, FL 1,63¢ 1,63¢ 4,671 4,53¢
Piedmont Triad, NC 3,87: 3,84: 12,20: 12,32«
Raleigh, NC 11,94: 11,63¢ 36,77¢ 34,77
Richmond, VA 7,83¢ 7,81¢ 23,92( 24,38¢
Tampa, FL 10,18¢ 9,98¢ 29,62( 29,79¢
Total Office Segment 62,49¢ 60,35! 186,62! 182,26«
Industrial:
Atlanta, GA 2,90¢ 2,892 8,91¢ 8,94¢
Piedmont Triad, NC 2,32 2,864 8,341 8,617
Total Industrial Segment 5,22¢ 5,75¢€ 17,251 17,56
Retail:
Atlanta, GA(4) (6) (6) (19) (20
Kansas City, MO 3,48¢ 5,617 13,46¢ 16,98¢
Raleigh, NC4) (1) (21) 9 (69)
Total Retail Segment 3,47¢ 5,59( 13,45¢ 16,89
Residential:
Kansas City, MO 162 162 51¢ 52¢
Raleigh, NC4) (72) (16) (211) (22)
Total Residential Segment 91 147 307 50€
Total Net Operating Income 71,29( 71,84« 217,64! 217,22¢
Reconciliation to income from continuing operationsbefore disposition of property and
condominiums and equity in earnings of unconsolidatd affiliates:
Depreciation and amortization (32,63)) (31,459 (98,44 (92,409
General and administrative expense (9,485 (8,885 (27,53)) (29,509
Interest expense (21,339 (24,49)) (64,659 (74,12
Interest and other income 3,981 1,01% 7,902 3,40¢€
Income from continuing operations before disporitid property and condominiums and equity il
earnings of unconsolidated affiliates $ 1181f $ 8,026 $ 3491: $ 24,59

(1) Net of discontinued operatior

(2) The Piedmont Triad market encompasses thenSbeeo and Winston-Salem metropolitan area.

(3) The Raleigh market encompasses the Raleigthdbuy Cary and Research Triangle metropolitan area.

(4) Negative NOI with no corresponding revenues reprissexpensed real estate taxes and other carrgstg associated with land held for developr

that is currently zoned for retail and residenpiaperties.
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per ui data)
13. BBSEQUENT EVENTS

We have evaluated events subsequent to Septemb20(® and through October 29, 2009 (the issuaate af this interim report ¢
Form 10-Q) and no such events required disclosurpudrposes of these financial statements.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company is a fully integrated, self-administeeand selfmanaged equity REIT that provides leasing, managgndevelopmen
construction and other custometated services for our properties and for thiadtips. The Company conducts virtually all of itgities
through the Operating Partnership and is its seleegal partner. As of September 30, 2009, we ovarduad an interest in 380 service
office, industrial and retail properties, encomjagsapproximately 35.4 million square feet, whialcludes five office and industr
development properties that had not yet reached &a%ilized occupancy aggregating 782,460 squateafied a 12.5% interest in a 261,
square foot office property directly owned by then@pany (included in the CompasyConsolidated Financial Statements, but not irezduc
the Operating Partnership’s Consolidated Finarfgiatements), 54 fasale residential condominiums and 514 rental resialeunits. We ar
based in Raleigh, North Carolina, and our properéad development land are located in Florida, @iapiowa, Maryland, Mississip|
Missouri, North Carolina, South Carolina, Tennessee Virginia. Additional information about us cde found on our website
www.highwoods.com Information on our website is not part of thisa@erly Report.

You should read the following discussion and analys conjunction with the accompanying Consolidaténancial Statements &
related notes contained elsewhere in this Quarkelyort.

DiscLOSURE REGARDING FORWARD- LOOKING STATEMENTS

Some of the information in this Quarterly Reportymzontain forwardeoking statements. Such statements include, iticodar,
statements about our plans, strategies and praspader this section and under the heading “Busihé®u can identify forwardeoking
statements by our use of forward-looking terminglegich as “may,” “will,” “expect,” “anticipate,” “stimate,” “continue”or other simila
words. Although we believe that our plans, intemsicand expectations reflected in or suggested bl sarwardiooking statements &
reasonable, we cannot assure you that our platentions or expectations will be achieved. Whensatering such forwartboking
statements, you should keep in mind the followingpértant factors that could cause our actual redwaltdiffer materially from tho:
contained in any forward-looking statement:

» the financial condition of our customers could derate;
« we may not be able to lease or release secondajemespace quickly or on as favorable terms adezlgles
« we may not be able to lease our newly constructéldibgs as quickly or on as favorable terms aginailly anticipated

« we may hot be able to complete development, adoprisireinvestment, disposition or joint ventur@jpcts as quickly or on
favorable terms as anticipate

« development activity by our competitors in our &rig markets could result in an excessive supplgffi€e, industrial and rete
properties relative to customer dema

e our southeastern and midwestern markets may siéfdines in economic growt

- difficulties in obtaining additional capital to &fy our future cash needs or increases in intestes could adversely impact
ability to fund important business initiatives andrease our debt service cos

« we may not be able to meet our liquidity requiretaear obtain capital on favorable terms to fund working capital needs a
growth initiatives or to repay or refinance outstiug debt upon maturity; ar

« the Company could lose key executive offici
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This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also e other cautionary statements
make in “Business — Risk Factors” set forth hewaid in our 2008 Annual Report on Form HOGiven these uncertainties, you should
place undue reliance on forwalabking statements. We undertake no obligation ubliply release the results of any revisions tost
forward-looking statements to reflect any futuremt or circumstances or to reflect the occurrefieasmanticipated events.

RESULTS OF OPERATIONS

Results for the three and nine months ended Septeddh 2008 were reclassified from previously régdramounts to reflect
discontinued operations the operations for thosegities sold and held for sale during 2008 anditbenine months of 2009 which qualifi
for discontinued operations presentation and theaetive accounting modifications discussed ineNatto our Consolidated Financ
Statements.

Three Months Ended September 30, 2009 and 2008
Rental and Other Revenues

While we own and operate a number of industriahir@nd residential properties, our operating ltesdepend heavily on successfi
leasing and operating our office properties. Ecaoogrowth in the areas in which we operate is arnlll @ontinue to be an importa
determinative factor in predicting our future ogerg results.

The key components affecting our rental and otegemues are average occupancy, rental rates, neslogeents placed in servi
acquisitions and dispositions. Average occupanaegly increases during times of improving ecorogrowth, as our ability to lease sp
outpaces vacancies that occur upon the expiratibagisting leases. Average occupancy generalljirdescduring times of slower or negal
economic growth, when new vacancies tend to outpacability to lease space. Asset acquisitionspakitions and new developments pl:
in service directly impact our rental revenues aadld impact our average occupancy, depending tip@mccupancy rate of the proper
that are acquired, sold or placed in service. Ahfrindicator of the predictability of future reuees is the expected lease expirations o
portfolio. As a result, in addition to seeking tiease our average occupancy by leasing curreanvapace, we also must concentrate
leasing efforts on renewing leases on expiring spdor more information regarding our lease exjunst see “Properties teast
Expirations” in our 2008 Annual Report on Form 10-K

Rental and other revenues from continuing operatiere 1.3% higher in the third quarter of 200&@spared to the third quarter
2008 primarily due to higher revenues from the dbation of development properties placed in saniit 2008 and the nine months en
September 30, 2009, the acquisition of the PennMailding in Memphis, TN and higher average rerdiéés, offset by lower revenues du
lower occupancy in our same property portfolio.

Operating Expenses

Our expenses primarily consist of rental propentpemses, depreciation and amortization, general agmlinistrative expenses ¢
interest expense. Rental property expenses arsmsgpassociated with our ownership and operatisantél properties and include expel
that vary somewhat proportionately to occupancglievsuch as common area maintenance and utilities expenses that do not vary bi
on occupancy, such as property taxes and insur@sgeciation and amortization is a noesh expense associated with the ownership ¢
property and generally remains relatively consiséaith year, unless we buy, place in service brasskts, since we depreciate our prope
and related building and tenant improvement assets straightine basis over a fixed life. General and admiaiste expenses, net
amounts capitalized, consist primarily of managemaard employee salaries and other personnel costpprate overhead and loteyr
incentive compensation.

Rental property and other expenses were 5.0% higttke third quarter of 2009 as compared to tlvel thuarter of 2008 primarily due

higher expenses from the contribution of developnpeoperties placed in service in 2008 and the nmioaths ended September 30, 2009
acquisition of the PennMarc building in Memphis, &hd by higher expenses in our same property piortfo
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Operating margin, defined as rental and other neesress rental property and other expenses eggressa percentage of rental
other revenues, decreased to 62.4% in the thirdeuaf 2009 as compared to 63.7% in the third gaaof 2008, mostly the result of lov
revenues due to lower occupancy in our same prppertfolio.

Depreciation and amortization was 3.7% higher m tthird quarter of 2009 as compared to the thirdrigu of 2008 primarily due
higher depreciation and amortization from the dbotion of development properties placed in senirt008 and the nine months en
September 30, 2009 and the acquisition of the Panaliduilding in Memphis, TN.

General and administrative expenses were 6.8% higttae third quarter of 2009 as compared to el tquarter of 2008 primarily di
to higher deferred compensation expense caused liyceease in the value of marketable securitidd hader our deferred compensa
plans and lower capitalization of costs, partlyseffby lower expenses from unsuccessful projectsaadcount reductions.

Other Income

Other income was $3.0 million higher in the thitghgter of 2009 as compared to the third quart@06B primarily due to higher incol
from an increase in the value of marketable saesrtield under our deferred compensation plangrédle cash settlement of a real estate
related legal claim and gain on the extinguishnoéi$5.0 million principal amount of certain outstimy bonds.

I nterest Expense

Interest expense depends upon the amount of owovliogs, the weighted average interest rates ordebt and the amount of inter
capitalized on development projects.

Contractual interest expense is shown net of ansocayitalized to development projects. Contradntarest expense was 13.0% lo
in the third quarter of 2009 as compared to thedthuarter of 2008 primarily due to lower expensarf lower average borrowings resul
from deleveraging efforts using the proceeds of our safesommon stock in September 2008 and June 2009y pzfset by lowe
capitalized interest resulting from decreased dgraknt in process.

Discontinued Operations

The Company classified income of $4.7 million ascdintinued operations in the third quarter of 2008s amount relates to 1.2 milli
square feet of office and retail properties andrétal residential units sold or held for sale dgri2008 and the nine months en
September 30, 2009.
Dividends on Preferred Equity

Dividends on preferred equity were 31.6% lowethia third quarter of 2009 as compared to the thirarigr of 2008 due to the retirem
of $53.8 million of preferred equity in Septemb@03.

Nine Months Ended September 30, 2009 and 2008
Rental and Other Revenues

Rental and other revenues from continuing operatiwere 1.3% higher in the nine months ended Sepesi) 2009 as compared to
nine months ended September 30, 2008 primarilytduegher revenues from the contribution of deveiept properties placed in servict
2008 and the nine months ended September 30, 20®%cquisition of the PennMarc building in Memphi® and higher average rer
rates, partly offset by lower revenues due to loagaupancy in our same property portfolio.
Operating Expenses

Rental property and other expenses were 3.5% hightre nine months ended September 30, 2009 apareah to the nine mont
ended September 30, 2008 primarily due to highpeeses from the contribution of development propemplaced in service in 2008 and

nine months ended September 30, 2009, the acquigiti the PennMarc building in Memphis, TN, and Higher expenses in our sa
property portfolio.
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Operating margin, defined as rental and other neesress rental property and other expenses eggressa percentage of rental
other revenues, declined to 63.8% in the nine morghded September 30, 2009 as compared to 64.6%eimine months end
September 30, 2008 mostly the result of lower reesrfrom lower occupancy in our same property photfand higher expenses largely
same property utilities and real estate taxes.

Depreciation and amortization was 6.5% higher im tine months ended September 30, 2009 as comfiatbé nine months end
September 30, 2008 primarily due to higher deptieciaand amortization from the contribution of dmment properties placed in servici
2008 and the nine months ended September 30, g®acquisition of the PennMarc building in MempHibl.

General and administrative expenses were 7.1% lawére nine months ended September 30, 2009 aparewh to the nine mont
ended September 30, 2008 primarily due to lowerergps from unsuccessful projects and headcounttieds, partly offset by high
deferred compensation expense caused by an indredise value of marketable securities held underdeferred compensation plans
lower capitalization of costs.

Other Income

Other income was $4.5 million higher in the nine ntihs ended September 30, 2009 as compared to tilee mbnths end:
September 30, 2008 primarily due to higher incomamf an increase in the value of marketable seearitield under our defer
compensation plans, favorable cash settlementrefbestatgelated legal claim and gain on the extinguishm@n$8.2 million principe
amount of certain outstanding bonds.

Interest Expense

Contractual interest expense is shown net of ansocayitalized to development projects. Contradntakrest expense was 13.3% lo
in the nine months ended September 30, 2009 asaredhpo the nine months ended September 30, 20®3uiy due to lower expense frc
lower average borrowings resulting from legeraging efforts using the proceeds of our safesommon stock in September 2008 and
2009, partly offset by lower capitalized interestulting from decreased development in process.

Discontinued Operations

The Company classified income of $23.0 million afd7.3 million as discontinued operations in the enimonths ende
September 30, 2009 and the nine months ended Se@t&®, 2008, respectively. These amounts relate2million square feet of office a
industrial properties and 13 rental residentialtaisiold or held for sale during 2008 and the nirentims ended September 30, 2009,
include net gains on the sale of these properfi§20.6 million and $11.9 million in the nine mostended September 30, 2009 and the
months ended September 30, 2008, respectively.
Net Income Attributable to Noncontrolling I nterests in the Operating Partnership

The Company's net income attributable to noncadlivigpinterests in the Operating Partnership wa8 $@illion higher in the nine mont
ended September 30, 2009 as compared to the ninthsnended September 30, 2008 primarily due tosgainthe sale of properties in
third quarter of 2009 that were classified as disicmed operations.
Dividends on Preferred Equity

Dividends on preferred equity were 38.1% lowerha hine months ended September 30, 2009 as comfzathd nine months end
September 30, 2008 due to the retirement of $58IBmof preferred equity in September 2008.
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LiQuipiTy AND CAPITAL RESOURCES
Overview

Our goal is to maintain a conservative and flexitgance sheet. We generally use rents received érgstomers to fund our operat
expenses, recurring capital expenditures and biigtons. To fund property acquisitions, developmadiivity or building renovations a
repay debt upon maturity, we may sell assets, obtaiv debt and/or issue equity. Our debt generlhsists of mortgage debt, unseci
debt securities and borrowings under our secureduasecured credit facilities. To generate addiiaapital to fund our growth and ot
strategic initiatives and to lessen the ownerslsgsrtypically associated with owning 100.0% ofraperty, we may also sell or contrib
some of our properties to joint ventures.

Statements of Cash Flows

As required by GAAP, we report and analyze our déshis based on operating activities, investingviiies and financing activitie
The following table sets forth the changes in tlen@any’s cash flows ($ in thousands):

Nine Months Ended

September 30,
2009 2008 Change
Cash Provided By Operating Activities $ 154,82¢ $ 128,14 $ 26,68¢
Cash (Used In) Investing Activities (44,62 (128,60.) 83,971
Cash (Used In)/Provided by Financing Activities (81,899 10,98} (92,88()
Total Cash Flows $ 2831: $ 10527 $ 17,78t

In calculating cash flow from operating activitiegpreciation and amortization, which are mash expenses, are added back t
income. As a result, we have historically generagubsitive amount of cash from operating actisitierom period to period, cash flow fr
operations depends primarily upon changes in otirinedme, as discussed more fully above under “Resif Operations,’changes i
receivables and payables, and net additions ordses in our overall portfolio, which affect thecamt of depreciation and amortizat
expense.

Cash used in or provided by investing activitieneagally relates to capitalized costs incurred feasing and major buildil
improvements and our acquisition, development, adigjpn and joint venture activity. During periods significant net acquisition and.
development activity, our cash used in such inmgséctivities will generally exceed cash provideditwvesting activities, which typical
consists of cash received upon the sale of pragseaind distributions of capital from our joint wenes.

Cash used in or provided by financing activitieaerally relates to distributions, incurrence angbsanent of debt and sales, repurch
or redemptions of Common Stock, Common Units arefdPred Stock. As discussed previously, we us@uifgiant amount of our cash
fund distributions. Whether or not we have increasethe outstanding balances of debt during sopatepends generally upon the net e
of our acquisition, disposition, development anthtjoventure activity. We generally use our revolyioredit facility for working capiti
purposes, which means that during any given periodrder to minimize interest expense, we wilkelik record significant repayments
borrowings under our revolving credit facility.

The increase of $26.7 million in cash provided Ipemting activities of the Company in the nine rhenénded September 30, 2
compared to the nine months ended September 38, @@6 primarily the result of the net increaseha thange in operating assets
liabilities as well as cash flows from net inconseaaljusted for changes in depreciation and amtidizagain on extinguishment of debt, ge
on disposition of properties and distributions afréngs from unconsolidated affiliates.

The decrease of $84.0 million in cash used in ifingsactivities in the nine months ended Septen30e2009 compared to the n
months ended September 30, 2008 was primarilyetbtrof lower capital expenditures, higher proseiedm dispositions of real estate as
and forsale residential condominiums, reductions in ret&td cash and other investing activities and highistributions of capital froi
unconsolidated affiliates.
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The decrease of $92.9 million in cash used in ovigied by financing activities in the nine montmled September 30, 2009 compi
to the nine months ended September 30, 2008 watsaply the result of lower net borrowings from ngages and notes payable and
revolving credit facility, higher distributions ngéing from an increase in the number of share€@imon Stock outstanding and lower
proceeds from the sale of common stock, offseblael redemptions/repurchases of common and prefeqaity and lower distributions
preferred equity.

Capitalization

The following table sets forth the Company’s cdjgtdion (in thousands, except per share amounts):

December
September 3C 31,
2009 2008

Mortgages and notes payable, at recorded book value $ 1,472,58 $1,604,68!
Financing obligations $ 35,04 $ 34,17¢
Preferred Stock, at liquidation value $ 81,59: $ 81,59:
Common Stock outstanding 71,07: 63,57:
Noncontrolling interest partnership units 3,96t 4,067
Per share stock price at period end $ 314t §  27.3¢
Market value of Common Stock and Common Units $ 2,359,88 $1,850,60:
Total market capitalization with debt and obligaso $ 3,949,10. $3,571,05

Based on our total market capitalization of apprately $4.0 billion as of September 30, 2009 (at Heptember 30, 2009 per st
stock price of $31.45 and assuming the redemptiostiares of Common Stock of the approximate 4lbomiCommon Units not owned |
the Company), our mortgages and notes payableseuex] 37.3% of our total market capitalization.

Mortgages and notes payable as of September 30,286 comprised of $724.2 million of secured inddhess with a weighted aver
interest rate of 6.20% and $748.4 million of unsedundebtedness with a weighted average inteastof 5.63%. As of September 30, 2(
our outstanding mortgages and notes payable aadding obligations were secured by real estatdsagsth an aggregate undepreciated t
value of $1.2 billion.

Current and Future Cash Needs

Rental and other revenues are our principal soafdends to meet our shotérm liquidity requirements. Other sources of furol
shortterm liquidity needs include available working dapiand borrowings under our existing revolving ditefacility and revolvin
construction credit facility (which had $448.8 nuh and $28.3 million of availability, respectivelgs of October 26, 2009). Our shtatrr
liquidity requirements primarily consist of operaji expenses, interest and principal amortizatioroendebt, distributions and recurr
capital expenditures, including building improvernensts, tenant improvement costs and lease conuméssBuilding improvements &
recurring capital costs not related to a specifistemer to maintain existing buildings. Recurriagant improvements are the costs requir
customize space for the specific needs of customesgaces other than in new development proj#éesanticipate that our available cash
cash equivalents and cash flows from operatingvities, together with cash available from borrovd@ngnder our credit facilities, will |
adequate to meet our short-term liquidity requirstee

Our longterm liquidity uses generally consist of the retiemt or refinancing of debt upon maturity (incluglimortgage debt, o
revolving and construction credit facilities, tetaans and other unsecured debt), funding of exjsiind new building development or i
infrastructure projects and funding acquisitionduoildings and development land. Excluding recyriapital expenditures for leasing ct
and tenant improvements and for normal buildingrompments, our expected future capital expendittoestarted and/or committed n
development projects were approximately $10 milksnof September 30, 2009. Additionally, we mayrfriime to time retire some or all
our remaining outstanding Preferred Stock and/cseanred debt securities through redemptions, oparkenh repurchases, privat
negotiated acquisitions or otherwise.
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We expect to meet our liquidity needs through alzioation of:
« available cash and cash equivale
«  positive net cash flows from operating activitié®apayment of distributions and recurring capéapenditures

« unsecured borrowings under our existing $450 nmllimsecured revolving credit facility or new finamg arrangements that
may obtain

« secured borrowings under existing construction lifes or new financing arrangements that we mayaiob (as o
September 30, 2009, we had approximately $2.bhillif unencumbered real estate assets at undeprkciast):

» the disposition of nc-core asset:
« theissuance by the Operating Partnership of umedalebt securitie:
« the issuance of equity securities by the Companhtia@ Operating Partnership; a

« the sale or contribution of some of our Wholly Owreroperties, development projects and developtaedtto strategic joil
ventures to be formed with unrelated investors civiwwould have the net effect of generating add#i@apital through such si
or contributions

Financing Activity
In January 2009, we paid off at maturity $50.0 imillof 8.125% unsecured notes using borrowings uaderevolving credit facility.

In March 2009, we obtained a $20.0 million, thyear unsecured term loan with a bank lender. Tdas lbears interest at LIBOR p
250 basis points, subject to a minimum total irgerate of 3.9%.

On June 1, 2009, the Company issued in a publarioff approximately 7.0 million shares of Commoac&tfor net proceeds of $14.
million. As required by the terms of the partnepsligreement of the Operating Partnership, the netepds from the offering we
contributed to the Operating Partnership in exckdiog additional Common Units. On June 1, 2009,used a portion of the net proceed
the offering to retire the remaining $107.2 milliprincipal amount of a secured loan; we incurregorepayment penalties. The remaining
proceeds from the offering were used to reducatheunt of borrowings outstanding under our reva\diredit facility.

In August 2009, we obtained a $115.0 million, sida half-year secured loan that bears intere8i835% and a $47.3 million, seven-
year secured loan that bears interest at 7

During the second quarter of 2009, we repurcha8e2iillion principal amount of 2017 bonds for aghase price of 79% of par value.
During the third quarter of 2009, we repurchase@ $&illion principal amount of 2017 bonds for a ghaise price of 86% of par value.

Our existing revolving credit facility, which has wutstanding borrowings as of September 30, 20@ctober 26, 2009, is schedules
mature on May 1, 2010. We generally use our rewnghdredit facility for working capital purposes afa the shorterm funding of ot
development and acquisition activity and, in certastances, the repayment of other debt upon mat@ontinuing ability to borrow und
the revolving credit facility allows us to quickbapitalize on accretive opportunities at shertn interest rates. If our lenders default u
their obligations under the revolving credit fayilor we become unable to borrow additional funddar the facility for any reason, we ca
be required to sell additional assets or seekraltere equity or debt capital, which could be moostly and adversely impact our finan
condition. If such alternative capital were unaakié, we would not be able to make new investmamtscould have difficulty repaying ott
debt.
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The interest rate under our revolving credit fagiis LIBOR plus 80 basis points and the annuakHtasility fee is 20 basis points. 1
interest rate would increase to LIBOR plus 140 %% basis points if our credit rating were to fadldw investment grade according to twi
three credit rating agencies.

We have $1.2 million of outstanding letters of d¢texs of September 30, 2009, which reduces thelabilily on our revolving cred
facility. As a result, the unused capacity of aenvalving credit facility as of September 30, 200@ ®ctober 26, 2009 was $448.8 million.

We regularly evaluate the financial condition of tlenders that participate in our credit facilitigssing publicly available informatic
Based on this review, we currently expect our lesdehich are major financial institutions, to perh their obligations under our exist
facilities.

We expect to obtain a new unsecured revolving tfadility in late 2009 or early 2010 prior to thay 1, 2010 maturity of our existi
revolving credit facility. Based on discussionstwiur existing syndicate of lenders, we expecttémns and conditions of any such t
facility to be less favorable to us than our ergtfacility, which we obtained in 2006. These ford#poking statements are subject to r
and uncertainties. See “—Disclosure Regarding Fatv@oking Statements.”

Our $70.0 million secured construction facility, iafh bears interest at LIBOR plus 85 basis poirgsnitially scheduled to mature
December 20, 2010. Assuming no defaults have oeduwe have options to extend the maturity datéviorsuccessive ongear periods. A
of September 30, 2009, $41.7 million of borrowimgere outstanding under the construction facility.

Covenant Compliance

The Operating Partnership currently has $391.8anilprincipal amount of 2017 bonds outstanding $2d0 million principal amount
2018 bonds outstanding. The indenture that goviérese outstanding notes requires us to comply @uistomary operating covenants
various financial ratios, including a requiremdmttwe maintain unencumbered assets of at leag 20@ll outstanding unsecured debt.
trustee or the holders of at least 25% in princgrabunt of either series of bonds can acceleragtimcipal amount of such series u
written notice of a default that remains uncuraera0 days.

Our existing revolving credit facility and our batdem loans also require us to comply with custgnaperating covenants and vari
financial requirements, including a requirementt the maintain a ratio of total liabilities to totakset value of no more than 60%.
purposes of our existing revolving credit facilitptal asset value depends upon the effective enmnoapitalization rate (after deduct
capital expenditures) used to determine the vafusuo buildings. Depending upon general economicditons, the lenders have the g
faith right to unilaterally increase the capitatina rate by up to 25 basis points once each calepéar. Any such increase in capitaliza
rates, without a corresponding reduction in taeilities, could make it more difficult for us toaintain a ratio of total liabilities to total at
value of no more than 60%, which could have an esdveffect on our ability to borrow additional fundnder our existing revolving cre
facility. Upon an event of default, lenders haviagleast 66.7% of the total commitments under oustiag revolving credit facility ce
accelerate all borrowings then outstanding andipibbs from borrowing any further amounts under euisting revolving credit facilit
which could adversely affect our ability to fundrayperations.

We are currently in compliance with all such covesaand requirements. Although we expect to renminompliance with the:

covenants and ratios for at least the next yegremiing upon our future operating performance, grtypand financing transactions
general economic conditions, we cannot assurelyatute will continue to be in compliance.
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Off Balance Sheet Arrangements

We have several off balance sheet joint venturequadantee arrangements. The joint ventures weneefd with unrelated investors
generate additional capital to fund property adtjaiss, repay outstanding debt, fund other stratégitiatives and lessen the risks typic
associated with owning 100% of a property. Whercveate a joint venture with a partner, we usuadlgtdbute cash or wholly owned as:
to a newly formed entity in which we retain a nomicolling interest. For financial reporting purpsseertain assets we sold have |
accounted for as financing arrangements.

As discussed in Note 1 to our Consolidated Findr®tatements, we generally account for our investsie less than majority own
joint ventures, partnerships and limited liabillgmpanies under the equity method of accountinga Aesult, the assets and liabilities of tt
joint ventures are not included in our balance slaa the results of operations of these joint wesg are not included in our inco
statement, other than as equity in earnings of nsmaated affiliates. Generally, we are not liatdethe debts of our joint ventures, excey
the extent of our equity investment, unless we rdirextly guaranteed any of that debt. In most sase and/or our joint venture partners
required to agree to customary limited exceptionsan-recourse liability in non-recourse loans.

As of September 30, 2009, our unconsolidated jeémtures had $813.3 million of total assets and6$banillion of total liabilities a
reflected in their financial statements. As of ®ember 30, 2009, our weighted average equity intdsased on the total assets of tt
unconsolidated joint ventures was 36.8%. Duringrtile months ended September 30, 2009, these wimated joint ventures earned $
million of total net income, of which our sharetesfappropriate purchase accounting and other tagrgs, was $3.8 million.

As of September 30, 2009, our unconsolidated jeémttures had $597.2 million of outstanding mortgdgbt. All of this joint ventur
debt is norrecourse to us except (1) in the case of custoraacgptions pertaining to such matters as misuskurafs, environment
conditions and material misrepresentations anth@e guarantees and loans described in Note th& tGonsolidated Financial Statemen
our 2008 Annual Report on Form 10-K.

Interest Rate Hedging Activities

To meet, in part, our liquidity requirements, werloav funds at a combination of fixed and variab&es. Borrowings under ¢
revolving credit facility, construction facility @nbank term loans bear interest at variable r&@es.longterm debt, which consists of sect
and unsecured longrm financings and the issuance of unsecured skhirities, typically bears interest at fixed reathough some loa
bear interest at variable rates. Our interestriaskemanagement objectives are to limit the impddhterest rate changes on earnings and
flows and to lower our overall borrowing costs. dahieve these objectives, from time to time, we mater into interest rate hedge contr
such as collars, swaps, caps and treasury locleagnes in order to mitigate our interest rate wik respect to various debt instruments.
do not hold or issue these derivative contractdréading or speculative purposes. The interestaatall of our variable rate debt is adjuste
one and three month intervals, subject to settlésnemder these interest rate hedge contracts. ¥decater into treasury lock agreements |
time to time in order to limit our exposure to aagrease in interest rates with respect to futuke dterings.

In prior periods, we entered into certain intemrageé hedging arrangements which were designatechantieing accounted for as ¢
flow hedges. The effective portion of these arramgets, representing deferred interest expense $tv@smillion as of September 30, 2!
and is included in AOCL. This deferred expense balrecognized as an addition to interest expenteeisame periods during which inte
expense on the hedged financings affects net incakee expect approximately $0.1 million will be rgoized as a decrease to inte
expense within the next 12 months.

In January 2008, we entered into two floating-t@fl interest rate swaps for a oyear period with respect to an aggregate of
million of borrowings outstanding under our revolgicredit facility or other floating rate debt. Heeswaps fix the underlying LIBOR .
upon which interest on such borrowings is base2l26% for $30.0 million of borrowings and 3.24% &20.0 million of borrowings. The
swaps were designated and accounted for as cagthédges and matured in January 2009.

In April 2008, we entered into a floating-to-fix@tterest rate swap for a tweear period with respect to an aggregate of $50l@&mof
borrowings outstanding under our term loan or oftuating rate debt. The swap fixes the underih§OR rate upon which interest on si
borrowings is based at 2.52%. The counterparty wthie swap is Bank of America, N.A. The swap wasignated and is being accountec
as a cash flow hedge. The effective portion ofstivap representing deferred interest expense wasdilion as of September 30, 2009 an
included in AOCL. We expect all of the balance #éorbcognized as an increase to interest expenkmlie next seven months.
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In October 2008, we entered into a floating-to-fixeterest rate swap for a ogear period with respect to an aggregate of $25lbn
of borrowings outstanding under our term loan dreoffloating rate debt. The swap fixes the undegyiIBOR rate upon which interest
such borrowings is based at 2.35%. The counterpanter this swap is PNC Bank, N.A. The swap wagdesed and is being accounted
as a cash flow hedge. The effective portion ofdivap representing deferred interest expense wa®®3B9s of September 30, 2009 ar
included in AOCL. We expect all of the balance #éorbcognized as an increase to interest expenklie next month.

CRITICAL ACCOUNTING ESTIMATES

There were no changes made by management to tiealcaiccounting policies in the nine months en8egtember 30, 2009, excep
set forth in Note 1 to the Consolidated Financitdt@nents under “Basis of PresentatioRdr a description of our critical account
estimates, see “Management’s Discussion and Arsabfskinancial Condition and Results of Operatie@itical Accounting Estimatesh
our 2008 Annual Report on Form 10-K.

FunDs FRom OPERATIONS

The Company believes that FFO and FFO per shardeneficial to management and investors and areritapt indicators of tf
performance of any equity REIT. Because FFO and pE&Oshare calculations exclude such factors asedighion and amortization of re
estate assets and gains or losses from sales ddtimgereal estate assets (which can vary amongemwvof identical assets in simi
conditions based on historical cost accountinguseful life estimates), they facilitate comparisoh®perating performance between per
and between other REITs. Management believes tistdrical cost accounting for real estate assetactordance with GAAP implicit
assumes that the value of real estate assets dimmipredictably over time. Since real estate gahave historically risen or fallen w
market conditions, many industry investors andystalhave considered the presentation of operegisiglts for real estate companies tha
historical cost accounting to be insufficient beitiselves. As a result, management believes thatstnef FFO and FFO per share, toge
with the required GAAP presentations, provide aemmmplete understanding of the Compamerformance relative to its competitors a
more informed and appropriate basis on which toardgcisions involving operating, financing and stirgg activities.

FFO and FFO per share are M@AAP financial measures and therefore do not regmteset income or net income per share as de
by GAAP. Net income and net income per share asattby GAAP are the most relevant measures imadaténg the Companyg operatin
performance because FFO and FFO per share inctjdstments that investors may deem subjective, sschadding back expenses suc
depreciation and amortization. Furthermore, FFO ghere does not depict the amount that accruestlglir® the stockholdersbenefit
Accordingly, FFO and FFO per share should nevecdisidered as alternatives to net income or netnirecper share as indicators of
Company’s operating performance.

FFO as defined by the National Association of Resthte Investment Trusts (“NAREIT”) is calculatexifallows:

* Netincome (loss) computed in accordance with GA

« Less dividends to holders of Preferred Stock ass éxcess of Preferred Stock redemption cost @reying value

« Less netincome attributable to noncontrolling iegts;

»  Plus depreciation and amortization of assets uhjcgignificant to the real estate indust

« Less gains, or plus losses, from sales of depriec@terating properties (but excluding impairmerssks) and excluding ite

that are classified as extraordinary items undeAB¢
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»  Plus or minus adjustments for unconsolidated pestrijgs and joint ventures (to reflect funds froneigtions on the same bas
and

«  Plus or minus adjustments for depreciation and &ration and gains/(losses) on sales, relatedscoditinued operation
In calculating FFO, the Company adds back net irecattributable to noncontrolling interests in thpe@ating Partnership, which 1
Company believes is consistent with standard imgystactice for REITs that operate through an UPR&tucture. The Company belie’
that it is important to present FFO on ancasverted basis since all of the Common Units nated by the Company are redeemable
one-for-one basis for shares of its Common Stock.

Other REITs may not define FFO in accordance wiil ¢urrent NAREIT definition or may interpret therent NAREIT definitiol
differently than we do.

The Company’s FFO and FFO per share are summanzbd following table ($ in thousands, except glgsire amounts):

Three Months Ended September 30, Nine Months Ended September 30,
2009 2008 2009 2008
Per Per Per Per
Amount Share Amount Share Amount Share Amount Share
Funds from operations:
Net income $ 12,57: $ 15,72: $ 62,84 $ 48,47
Net (income) attributable to noncontrolling inteses
the Operating Partnership (59)) (812) (3,339 (2,549
Net (income) attributable to noncontrolling inteseis
consolidated affiliates (24) (201) (15¢) (590
Dividends on preferred stock (1,677) (2,45)) (5,037 (8,127
Excess of preferred stock redemption/repurchase cc
over carrying value — (109) — (109)
Net income available for common stockholders 10,28: $ 0.14 12,15 $ 0.21 54,31¢ $ 0.81 37,10 $ 0.64
Add/(Deduct):
Depreciation and amortization of real estate assi 32,13 0.42 30,98: 0.4¢ 97,00: 1.37 90,93 1.4€
(Gains) on disposition of depreciable properties (19 — (18) — (10¢) — (36) —
Net (income) attributable to noncontrolling intese
in the Operating Partnership 591 — 81~ — 3,33¢ — 2,54¢ —
Unconsolidated affiliates:
Depreciation and amortization of real estate
assets 3,352 0.0t 3,13¢ 0.0t 9,82¢ 0.14 9,46¢ 0.1t
(Gains) on disposition of depreciable propert — — — — (787) (0.0 — —
Discontinued operations:
Depreciation and amortization of real estate
assets 52 — 652 0.01 75€ 0.01 2,18 0.04
(Gains) on disposition of depreciable propert — — (3,137 (0.05)  (21,01¢) (0.30) (11,890 (0.19)
Funds from operations $4638 $ 062 $ 4458 $ 0.71 $14333 $ 2.0z $130,30¢ $ 2.1C
Weighted average shares outstandin(1) (2) 75,07 63,22¢ 71,02« 62,17¢

(1) Includes assumed conversion of all potentidilytive Common Stock equivalents.

(2) Weighted average shares outstanding for the thidenme months ended September 30, 2008 have ke&ed from previously reported amount
include our total number of restricted shares,isdased in Note 1 to the Consolidated FinanciateShents.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

For information about our market risk as of Decengie 2008, see “Quantitative and Qualitative Disares About Market Riskih out
2008 Annual Report on Form 10-K.

ITEM 4. CONTROLS AND PROCEDURES

SEC rules require us to maintain disclosure costold procedures that are designed to ensurenfbatiation required to be discloser
our annual and periodic reports filed with the SECecorded, processed, summarized and reportddnviiie time periods specified in
SEC'’s rules and forms. As defined in Rule 13de) under the Exchange Act, disclosure controts @ocedures include, without limitati
controls and procedures designed to ensure thatniaftion required to be disclosed by us is accutadlandcommunicated to managem
including the Company’s CEO and CFO, to allow tiyneéécisions regarding required disclosure. The Gomijs CEO and CFO believe tl
the disclosure controls and procedures of the Compad the Operating Partnership were each efeetivthe end of the period coverec
this Quarterly Report.

SEC rules also require us to establish and mairta@rnal control over financial reporting designedprovide reasonable assure
regarding the reliability of financial reporting cathe preparation of financial statements for exdepurposes in accordance with gene
accepting accounting principles. As defined in RLBa15(f) under the Exchange Act, internal control offieancial reporting includes thc
policies and procedures that:

«  pertain to the maintenance of records that in mreasle detail accurately and fairly reflect our sactions and dispositions of ass

« provide reasonable assurance that transaction®eveded as necessary to permit preparation ofdiahstatements in accordal
with generally accepting accounting principles, ahdt receipts and expenditures are being made wnlgccordance wi
authorizations of management and directors;

« provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, wsedisposition of our asst
that could have a material effect on the consatiddihancial statement

There were no changes in internal control overnfaia reporting during the nine months ended Sep&r80, 2009 that materia
affected, or are reasonably likely to materiallfeaf, the Company's internal control over financédorting.

There were no changes in internal control overnfama reporting during the nine months ended Sep&r80, 2009 that materia
affected, or are reasonably likely to materiallieaf, the Operating Partnership's internal cordx@r financial reporting.
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PART Il - OTHER INFORMATION

ITEM 1A. RISK FACTORS

An investment in our securities involves variousksi All investors should carefully consider thédiwing risk factors in conjunctic
with the other information contained in this QudstdReport and our 2008 Annual Report before trgdmour securities. If any of these ri
actually occur, our business, operating resultsspects and financial condition could be harmed.

Adverse economic conditions in our suburban southagern markets that negatively impact the demand fooffice space, such ¢
rising unemployment, may result in lower occupancyand rental rates for our portfolio, which would reault in lower net income. While
we own and operate a limited number of industrietail and residential properties, our operatingults depend heavily on successt
leasing and operating our suburban office properironomic growth in Florida, Georgia, North Caraland Tennessee is and will conti
to be an important determinative factor in predigtour future operating results.

Key components affecting our rental and other raesninclude average occupancy and rental ratesragg&eoccupancy genere
increases during times of improving economic groveth our ability to lease space outpaces vacatica&soccur upon the expirations
existing leases. Average occupancy generally desliduring times of slower economic growth, parddyl when unemployment ra
increase, because new vacancies tend to outpacabdity to lease space. We expect a slight dedlinetal occupancy in 2009 primat
related to anticipated declines in occupancy atiodustrial properties, which would likely reducental revenues from our same prop
portfolio. For additional information regarding cawverage occupancy and rental rate trends oveyasefive years, see “Properties\Vholly
Owned Propertiesih our 2008 Annual Report. A further indicator betpredictability of future revenues is the expedemase expirations
our portfolio. As a result, in addition to seekittgincrease our average occupancy by leasing duesrant space, we also must concen
our leasing efforts on renewing leases on expigpgce. For more information regarding our leasdratpns, see “Properties Least
Expirations”in our 2008 Annual Report. Whether or not our rerg&enue tracks average occupancy proportionalyedds upon whettr
rents under new leases signed are higher or Idveer the rents under the previous leases. Lowealrentenues resulting from lower aver
occupancy or lower rental rates with respect tosaume property portfolio will generally reduce ot income unless offset by the impac
any newly acquired or developed properties or lovegiable operating expenses, general and adndtiistrexpenses and/or interest expense.

An oversupply of space in our southeastern marketaould typically cause rental rates and occupancie® decline, making it more
difficult for us to lease space at attractive renthrates, if at all . Undeveloped land in many of the southeastern etsiik which we opere
is generally more readily available and less expenthan in higher barrier-tentry markets such as New York, Chicago, Bostom
Francisco and Los Angeles. As a result, even dufings of positive economic growth, our competitoosild construct new buildings tl
would compete with our assets. Any such oversupplyld result in lower occupancy and rental ratesun portfolio, which would have
negative impact on our rental revenues.

In order to maintain the quality of our properties and successfully compete against other propertiesje periodically must spent
money to maintain, repair and renovate our propertes, which reduces our cash flowslf our properties are not as attractive to cusia
(in terms of rent, services, condition or locatias)properties owned by our competitors, we conde kcustomers to those properties or s
lower rental rates. As a result, we may from timeine be required to make significant capital expeires to maintain the competitiven
of our assets. There can be no assurances thauahyexpenditures would result in higher occupancligher rental rates or deter exis
customers from relocating to buildings owned by competitors.

Our financial condition could be adversely affectedy financial difficulties experienced by a major astomer, or by a number o
smaller customers, including bankruptcies, insolveties or general downturns in businessThe success of our investments and stabili
our operations depend on the financial stabilitpwf customers. A default or termination by a digant customer on its lease payments 1
would cause us to lose the revenue associatedswith lease. In the event of a customer defaulaoktuptcy, we may experience delay
enforcing our rights as landlord and may incur $aigal costs in protecting our investment andegsing the property. If a customer defe
on or terminates a significant lease, we may bdlen@ lease the property for the rent previouslieived. These events could reduce ot
income.
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To relet space to an existing customer or attract aew customer to occupy space, we may incur sigraéint costs in the proces
including potentially substantial tenant improvemert expense or lease incentives Approximately 1015% of our revenues in a
particular year are subject to leases that expiréhb end of the subsequent year. As a resultdditian to seeking to increase our avel
occupancy by leasing current vacant space, we ralsgt concentrate our leasing efforts on renewigde on expiring space. To en
customers to renew existing leases or sign nevesease may be require expend substantial leasipigataxpenditures. In addition, if mar
rents have declined since the time the expiringdesas executed, the terms of any new lease Malliyot be as favorable to us as the te
of the expiring lease, thereby reducing the rematnue earned from that space.

Costs of complying with governmental laws and regakions may reduce our net income All real property and the operatic
conducted on real property are subject to fedstate and local laws and regulations relating terenmental protection and human he
and safety. Some of these laws and regulations impgse joint and several liability on customers,nevs or operators for the cost:
investigate or remediate contaminated properteggandless of fault or whether the acts causingtimtamination were legal. In addition,
presence of hazardous substances, or the failupeoferly remediate these substances, may hindeahility to sell, rent or pledge st
property as collateral for future borrowings.

Compliance with new laws or regulations or stridgtgerpretation of existing laws may require usrtour material expenditures. Fut
laws or regulations may impose material environmlelidbility. Additionally, our customersbperations, operations in the vicinity of
properties, such as the presence of undergrouraiygtdéanks, or activities of unrelated third partieay affect our properties. In addition, tt
are various local, state and federal fire, hedifts;safety and similar regulations with which we mayrequired to comply, and which
subject us to liability in the form of fines or dages for noncompliance. Any material expenditufiees or damages we must pay wc
reduce our net income.

Discovery of previously undetected environmentalljhazardous conditions may decrease our revenues atichit our ability to
make distributions . Under various federal, state and local environmeiatas and regulations, a current or previous priypewner o
operator may be liable for the cost to remove anaéiate hazardous or toxic substances on such npyoféese costs could be substar
Such laws often impose liability whether or not tvener or operator knew of, or was responsibletfor,presence of such hazardous or
substances. Environmental laws also may imposegatishs on the manner in which property may bedusebusinesses may be operated
these restrictions may require substantial experefitor prevent us from entering into leases witdsjpective customers that may be impa
by such laws. Environmental laws provide for sanddifor noncompliance and may be enforced by gowemntal agencies or private part
Certain environmental laws and common law pringpeuld be used to impose liability for releasaind exposure to hazardous substal
including asbhestosentaining materials. Third parties may seek repoft®m real property owners or operators for paeganjury or propert
damage associated with exposure to released hamamitstances. The cost of defending against clainigbility, of complying witt
environmental regulatory requirements, of remedgatiny contaminated property, or of paying persamaty claims could reduce our 1
income.

Our operating results may suffer if costs of operang our properties, such as real estate taxes, Uties, insurance, maintenanc
and other costs, rise faster than our ability to ierease rental revenues While we do receive some additional rent from customers th
is based on recovering a portion of operating esesnincreased operating expenses will negativepact our net operating income. ¢
revenues and expense recoveries are subject terldagn leases and may not be quickly increaseficisuit to recover an increase
operating costs and expenses. Furthermore, mdisé @osts associated with owning and operatingpguty are not necessarily reduced w
circumstances such as market factors and competiteise a reduction in rental revenues from th@eastg. We expect rental and ot
operating expenses to increase in 2009 as compa@D8 from utility and property tax increases &odn development properties place:
service during the latter part of 2008 and in 2q@8tially offset by dispositions. Increases in sgmnoperty operating expenses would re:
our net income unless offset by the impact of aewyly acquired or developed properties or lower ganend administrative expenses an
interest expense.

Recent and future acquisitions and development pragrties may fail to perform in accordance with our &pectations and ma
require renovation and development costs exceedingur estimates.In the normal course of business, we typically eatd potenti
acquisitions, enter into ndminding letters of intent, and may, at any timeteennto contracts to acquire additional properti&squirec
properties may fail to perform in accordance witin expectations due to leasp-risk, renovation cost risks and other factansaddition, th
renovation and improvement costs we incur in briggan acquired property up to market standards emaged our estimates. We may
have the financial resources to make suitable aitipris or renovations on favorable terms or at all
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In addition to acquisitions, we periodically cormiddeveloping and constructing properties. Risksaated with development &
construction activities include:

« the unavailability of favorable financin
» construction costs exceeding original estime
« construction and lea-up delays resulting in increased debt service esgpand construction costs; ¢

- lower than anticipated occupancy rates and rents aewly completed property causing a property @oubprofitable or le:
profitable than originally estimate

If new developments are financed through constacdibans, there is a risk that, upon completiorafstruction, permanent financ
for newly developed properties will not be avaitabl will be available only on disadvantageous &erevelopment activities are also suk
to risks relating to our ability to obtain, or dgdain obtaining, all necessary zoning, lamk, building, occupancy and other reqt
governmental and utility company authorizations.

llliquidity of real estate investments and the taxeffect of dispositions could significantly impede war ability to sell assets o
respond to favorable or adverse changes in the perfimance of our properties.Because real estate investments are relativeuidi ou
ability to promptly sell one or more propertiesanr portfolio in response to changing economicafiicial and investment conditions
limited. In addition, we have a significant amoohmortgage debt under which we would incur sigmifit prepayment penalties if such Ic
were paid off in connection with the sale of theleying real estate assets.

We intend to continue to sell some of our properiethe future. However, we cannot predict whethemwill be able to sell any prope
for the price or on the terms set by us, or whetherprice or other terms offered by a prospegbuwechaser would be acceptable to us.
also cannot predict the length of time neededro & willing purchaser and to close the sale abperty.

Certain of our properties have low tax bases radatd their estimated current fair values, and ediogly, the sale of such assets wc
generate significant taxable gains unless we smith properties in a tafree exchange under Section 1031 of the InternaeRee Code «
another tax-free or tax-deferred transaction. Foexchange to qualify for tadeferred treatment under Section 1031, the netegax fror
the sale of a property must be held by an escraamtagntil applied toward the purchase of real estmialifying for gain deferral. Given t
competition for properties meeting our investmeriteda, there could be a delay in reinvesting spcboceeds. Any delay in using
reinvestment proceeds to acquire additional incproducing assets would reduce our income from tioeia

Because holders of our Common Units, including somef our officers and directors, may suffer adversdax consequences upc
the sale of some of our properties, they may see& influence us not to sell certain properties eveifi such a sale would otherwise be
our best interest. Holders of Common Units may suffer adverse taxseguences upon the sale of certain propertiesefiine, holders «
Common Units, including certain of our officers agidectors, may have different objectives than @wenpanys stockholders regarding !
appropriate pricing and timing of a propegtygale. Although the Company is the sole genemah@aof the Operating Partnership and ha
exclusive authority to sell all of our individual Milly Owned Properties, officers and directors wimld Common Units may seek
influence the Company not to sell certain propsréieen if such sale might be financially advantageo stockholders, creditors, bondholi
or our business as a whole or influence the Compangnter into tax deferred exchanges with the geds of such sales when suc
reinvestment might not otherwise be in our bestrest.

The success of our joint venture activity dependspon our ability to work effectively with financially sound partners.Instead ¢
owning properties directly, we have in some casgested, and may continue to invest, as a partnara@venturer with one or more thi
parties. Under certain circumstances, this typeastment may involve risks not otherwise presintuding the possibility that a partnei
co-venturer might be unable to fund its obligationshat a partner or ceenturer might have business interests or goatmsistent with our
Also, such a partner or agenturer may take action contrary to our requestatrary to provisions in our joint venture agrests that cou
harm us. In addition, some of our joint ventures managed on a day to day basis by our partnedsyarhave only limited influence on th
operating decisions. The success of our investnirritese joint ventures is heavily dependent endperating and financial expertise of
partners. If we want to sell our interests in afyuar joint ventures or believe that the propertieshe joint venture should be sold, we 1
not be able to do so in a timely manner or ataalt] our partner(s) may not cooperate with our desivhich could harm us.
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Our insurance coverage on our properties may be irdequate. We carry insurance on all of our properties, inglgdinsurance fc
liability, fire, windstorms, flood, earthquakes abdsiness interruption. Insurance companies, horwéiugt coverage against certain type:
losses, such as losses due to terrorist acts, nanmei$torms, earthquakes and toxic mold. Thus, veg mot have insurance coverage
sufficient insurance coverage, against certain dypelosses and/or there may be decreases in slueaimce coverage available. Shouls
uninsured loss or a loss in excess of our insureitsl occur, we could lose all or a portion of ttepital we have invested in a propert
properties, as well as the anticipated future reedinom the property or properties. If any of ounperties were to experience a catastrc
loss, it could disrupt our operations, delay reveand result in large expenses to repair or relihéddproperty. Such events could advel
affect our financial condition.

Our use of debt to finance our operations could hava material adverse effect on our cash flow and dity to make distributions.
We are subject to risks associated with debt fima@ncsuch as the sufficiency of cash flow to messtuired payment obligations, ability
comply with financial ratios and other covenantd #me availability of capital to refinance existimglebtedness or fund important busit
initiatives. Increases in interest rates on ouralde rate debt would increase our interest expdhgee fail to comply with the financial rati
and other covenants under our credit facilities,waaild likely not be able to borrow any further amits under such facilities, which co
adversely affect our ability to fund our operatipasd our lenders could accelerate outstanding debt

We generally do not intend to reserve funds taeetixisting secured or unsecured debt upon matiify may not be able to rep
refinance or extend any or all of our debt at migtwor upon any acceleration. If any refinancinglane at higher interest rates, the incre
interest expense could adversely affect our cash #nd ability to pay dividends. Any such refinargcicould also impose tighter financ
ratios and other covenants that restrict our ghidittake actions that could otherwise be in ot lrgerest, such as funding new developt
activity, making opportunistic acquisitions, repumsing our securities or paying dividends. If we it meet our mortgage financ
obligations, any properties securing such indelgsslitould be foreclosed on, which could have anmbtaverse effect on our cash flow
ability to pay dividends.

We depend from time to time on our unsecured rengleredit facility, which is currently scheduleal éxpire in May 2010, for workir
capital purposes and for the shtatm funding of our development and acquisitiorivitgt and, in certain instances, the repayment thit
debt upon maturity. Continuing ability to borrow dar the revolving credit facility also allows us tmickly capitalize on accreti
opportunities at shoterm interest rates. If our lenders default undeirtobligations under the revolving credit fagildr we become unat
to borrow additional funds under the facility fanyareason, we would be required to seek alternaiugty or debt capital, which could
more costly and adversely impact our financial ¢l If such alternative capital were unavailablée may not be able to make r
investments and could have difficulty repaying otthebt.

The Company may be subject to taxation as a regulatorporation if it fails to maintain its REIT statu s, which could also have
material adverse effect on the Company’s stockholde and on the Operating Partnership. The Company is subject to adve
consequences if it fails to qualify as a REIT feddéral income tax purposes. While the Company d#&o operate in a manner that will al
it to continue to qualify as a REIT, we cannot pdevany assurances that it will remain qualifiedsash in the future, which would he
particularly adverse consequences to the Compastgckholders. Many of the requirements for taxats a REIT are highly technical
complex and depend upon various factual matterscandmstances that may not be entirely within camtrol. For example, to qualify a
REIT, at least 95.0% of the Compasyross income must come from certain sourcesatieaitemized in the REIT tax laws. The fact th&
Company holds virtually all of the assets throug ©perating Partnership and its subsidiaries éartbmplicates the application of the R
requirements. Even a technical or inadvertent iiéstaould jeopardize the CompasyREIT status. Furthermore, Congress and the IRfB1
change the tax laws and regulations and the conight issue new rulings that make it more difficut impossible, for the Company
remain qualified as a REIT. If the Company failgjtealify as a REIT, it would be subject to feddramlome tax at regular corporate rates
would, therefore, have less cash available fordtments or payment of principal and interest to @editors or bondholders. This wo
likely have a significant adverse effect on ouafinial condition.
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Cash distributions reduce the amount of cash that auld otherwise be available for other business pumses, including funding
debt maturities or future growth initiatives. To maintain our qualification as a REIT, we must@ally distribute to our stockholders at I¢
90% of our ordinary taxable income, excluding napital gains. In addition, although capital gaime aot required to be distributed
maintain REIT status, capital gains, if any, th& generated as part of our capital recycling dgtare subject to federal and state income
unless such gains are distributed to stockholdeash distributions made to our stockholders to taainour REIT status or to distribi
otherwise taxable capital gains limit our abilitydaccumulate capital for use for other businespgses, including funding debt maturitie:
growth initiatives. Under temporary IRS regulatipfar 2009, distributions can be paid partiallyngsa REIT’s freelytradable stock so loi
as stockholders have the option of receiving attl&@8% of the total distribution in cash.

Because provisions contained in Maryland law, the @mpany’s charter and its bylaws may have an antiakeover effect, the
Company'’s stockholders may be prevented from receing a “control premium” for the Common Stock. Provisions contained in t
Company'’s charter and bylaws as well as Marylandegd corporation law may have atdkeover effects that delay, defer or preve
takeover attempt, and thereby prevent stockholoetke Company from receiving a “control premiufot their shares. For example, th
provisions may defer or prevent tender offers f@ €ommon Stock or purchases of large blocks ofCthmmon Stock, thus limiting t
opportunities for the Company’s stockholders toeree a premium for their Common Stock over thpeevailing market prices. The
provisions include the following:

«  Ownership limit . The Companys charter prohibits direct, indirect or construetmwnership by any person or entity of more
9.8% of the Company'’s outstanding capital stocky Attempt to own or transfer shares of the Compangpital stock in excess
the ownership limit without the consent of the Cemy s Board of Directors will be voit

» Preferred Stock. The Companys charter authorizes its Board of Directors to ésBueferred Stock in one or more classes a
establish the preferences and rights of any cla&seaferred Stock issued. These actions can b takbout stockholder approv
The issuance of Preferred Stock could have theteffedelaying or preventing someone from takingtoa of the Company, even
a change in control were in our best inter

« Staggered board. Until the Company’s 2011 annual meeting of stadttrs, the Companyg’ directors will continue to ser
staggered terms. The staggering of the CompaBgard may discourage offers for the Company okemen acquisition of t
Company more difficult, even when an acquisitiomighe best interest of its stockholde

«  Maryland control share acquisition statute. Maryland’s control share acquisition statute applies tabmpany, which means tl
persons, entities or related groups that acquinei@an 20% of the Common Stock may not be abl®te such excess shares ul
certain circumstances if such shares were acquirede or more transactions not approved by at pasthirds of the outstandir
Common Stock held by disinterested stockholc

«  Maryland unsolicited takeover statute.Under Maryland law, the Company’s Board of Direstoould adopt various arttikkeove
provisions without the consent of stockholders. @tleption of such measures could discourage ofterthhe Company or make
acquisition of the Company more difficult, even wten acquisition is in the best interest of itckbmlders

« Anti-takeover protections of Operating Partnership agreement. Upon a change in control of the Company, the tén
partnership agreement of the Operating Partnersbipiires certain acquirers to maintain an umbrpbatnership real est:
investment trust (“UPREIT structure with terms at least as favorable to iimtdd partners as are currently in place. Forainsg
the acquirer would be required to preserve thetéichpartner’s right to continue to hold terferred partnership interests that
redeemable for capital stock of the acquirer. Exoep would require the approval of tviloirds of the limited partners of t
Operating Partnership (other than the Company)sé&lpeovisions may make a change of control traitsactvolving the Compar
more complicated and therefore might decreaseikbihood of such a transaction occurring, evesuith a transaction would be
the best interest of the Compi’s stockholders
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS
During the third quarter of 2009, the Company issale aggregate of 93,644 shares of Common Stoletltiers of Common Units in t
Operating Partnership upon the redemption of arikeber of Common Units in private offerings exerfiptn the registration requireme

pursuant to Section 4(2) of the Securities Act.Eat the holders of Common Units was an accreditegstor under Rule 501 of t
Securities Act. The resale of such shares wastezgésby the Company under the Securities Act.

ITEM 6. EXHIBITS

Exhibit

Number Description
31.1 Certification Pursuant to Section 302 of the Saés-Oxley Act
31.2 Certification Pursuant to Section 302 of the Saés-Oxley Act
31.3 Certification Pursuant to Section 302 of the Saés-Oxley Act
31.4 Certification Pursuant to Section 302 of the Saés-Oxley Act
32.1 Certification Pursuant to Section 906 of the Saés-Oxley Act
32.2 Certification Pursuant to Section 906 of the Saés-Oxley Act
32.3 Certification Pursuant to Section 906 of the Saés-Oxley Act
32.4 Certification Pursuant to Section 906 of the Saés-Oxley Act

64




(Table of Contents)
SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, each of the registrants has dalsed this report to be signed ol
behalf by the undersigned thereunto duly authorized

HicHwooDs PROPERTIES INC.

By: /s/ TERRY L. STEVENS
Terry L. Stevens
Senior Vice President and Chief Financial Officer

HIGHWOODS REALTY LIMITED PARTNERSHIP

By: Highwoods Properti es, Inc., its sole geneseatiper
By: /s/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officer

Date: October 29, 2009






Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

1.

2.

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

Based on my knowledge, this quarterly report dagscontain any untrue statement of a material dacimit to state a material f:
necessary to make the statements made, in ligthteofircumstances under which such statements made, not misleading wi
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsofimer financial information included in this qgteaty report, fairly present in :
material respects the financial condition, resaftsperations and cash flows of the Registrantfaaral for, the periods presente:
this quarterly report

The Registrans other certifying officers and | are responsiltledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the Registrant and we ha

(&) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidagibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finahégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

(c) evaluated the effectiveness of the Registeadisclosure controls and procedures and preseémteéds report our conclusio
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmyredis report based on st
evaluation; ant

(d) disclosed in this report any change in the Regi$isainternal control over financial reporting thatcomed during th
Registrant’s most recent fiscal quarter that haserialy affected, or is reasonably likely to maadly affect, the Registrarg’
internal control over financial reportin

The Registrans other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobolver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of Registrarg’ Board of Directors (or persons performing
equivalent functions;

(@) all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting whic
are reasonably likely to adversely affect the Regd’s ability to record, process, summarize and refigincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdéatn the Registrard’
internal control over financial reportin

Date: October 29, 2009

/s/ EDWARD J. FRITSCH

Edward J. Fritsch
President and Chief Executive

Officer






Exhibit 31.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

1.

2.

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

Based on my knowledge, this quarterly report dagscontain any untrue statement of a material dacimit to state a material f:
necessary to make the statements made, in ligthteofircumstances under which such statements made, not misleading wi
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsofimer financial information included in this qgteaty report, fairly present in :
material respects the financial condition, resaftsperations and cash flows of the Registrantfaaral for, the periods presente:
this quarterly report

The Registrans other certifying officers and | are responsiltledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the Registrant and we ha

(&) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidagibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finahégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

(c) evaluated the effectiveness of the Registeadisclosure controls and procedures and preseémteéds report our conclusio
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmyredis report based on st
evaluation; ant

(d) disclosed in this report any change in the Regi$isainternal control over financial reporting thatcomed during th
Registrant’s most recent fiscal quarter that haserialy affected, or is reasonably likely to maadly affect, the Registrarg’
internal control over financial reportin

The Registrans other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobolver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of Registrarg’ Board of Directors (or persons performing
equivalent functions;

(@) all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting whic
are reasonably likely to adversely affect the Regd’s ability to record, process, summarize and refigincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdéatn the Registrard’
internal control over financial reportin

Date: October 29, 2009

/s| TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial

Officer






Exhibit 31.%

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:
1. | have reviewed this quarterly report on Forn-Q of Highwoods Realty Limited Partnersh

2. Based on my knowledge, this quarterly report dagscontain any untrue statement of a material dacimit to state a material f
necessary to make the statements made, in ligthteofircumstances under which such statements made, not misleading wi
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statementsofimer financial information included in this gteaty report, fairly present in :
material respects the financial condition, resaftsperations and cash flows of the Registrantfaaral for, the periods presente:
this quarterly report

4. The Registrang other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the Registrant and we ha

(&) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidagibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finahégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

(c) evaluated the effectiveness of the Registeadisclosure controls and procedures and preseémteéds report our conclusio
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmyredis report based on st
evaluation; ant

(d) disclosed in this report any change in the Regi$isainternal control over financial reporting thatcomed during th
Registrant’s most recent fiscal quarter that haserialy affected, or is reasonably likely to maadly affect, the Registrarg’
internal control over financial reportin

5. The Registrans other certifying officers and | have discloseasédd on our most recent evaluation of internalrobltver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of Registrarg’ Board of Directors (or persons performing
equivalent functions;

(@) all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting whic
are reasonably likely to adversely affect the Regd’s ability to record, process, summarize and refigincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdéatn the Registrard’
internal control over financial reportin

Date: October 29, 2009

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive Officer of the
General Partne







Exhibit 31.

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:
1. | have reviewed this quarterly report on Forn-Q of Highwoods Realty Limited Partnersh

2. Based on my knowledge, this quarterly report dagscontain any untrue statement of a material dacimit to state a material f
necessary to make the statements made, in ligthteofircumstances under which such statements made, not misleading wi
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statementsofimer financial information included in this gteaty report, fairly present in :
material respects the financial condition, resaftsperations and cash flows of the Registrantfaaral for, the periods presente:
this quarterly report

4. The Registrang other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the Registrant and we ha

(&) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidagibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finahégorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atamoce with generally accepted accounting princjj

(c) evaluated the effectiveness of the Registeadisclosure controls and procedures and preseémteéds report our conclusio
about the effectiveness of the disclosure conantsprocedures, as of the end of the period covmyredis report based on st
evaluation; ant

(d) disclosed in this report any change in the Regi$isainternal control over financial reporting thatcomed during th
Registrant’s most recent fiscal quarter that haserialy affected, or is reasonably likely to maadly affect, the Registrarg’
internal control over financial reportin

5. The Registrans other certifying officers and | have discloseasédd on our most recent evaluation of internalrobltver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of Registrarg’ Board of Directors (or persons performing
equivalent functions;

(@) all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting whic
are reasonably likely to adversely affect the Regd’s ability to record, process, summarize and refigincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdéatn the Registrard’
internal control over financial reportin

Date: October 29, 2009

/s| TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Offickthe
General Partne







Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwso&roperties, Inc. (the “Company”) on Form QOfor the period endt
September 30, 2009 as filed with the Securities Bxxhange Commission on the date hereof (the “R8pdy Edward J. Fritsch, Presidi

and Chief Executive Officer of the Company, certifjursuant to 18 U.S.C. § 1350, as adopted pursadh®06 of the Sarban&xley 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 ctodiand results of operations of
Company.

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive
Officer

October 29, 200







Exhibit 32.

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwso&roperties, Inc. (the “Company”) on Form QOfor the period endt
September 30, 2009 as filed with the SecuritiesExchange Commission on the date hereof (the “R8padr Terry L. Stevens, Senior Vi

President and Chief Financial Officer of the Compagertify, pursuant to 18 U.S.C. § 1350, as adbersuant to § 906 of the Sarbanes-
Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) ¢he Securities Exchange Act of 1934; ¢

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

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief
Financial Officer

October 29, 200







Exhibit 32.%

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwsdfealty Limited Partnership (the “Operating Pargh#”) on Form 109 for the
period ended September 30, 2009 as filed with #wifties and Exchange Commission on the date h@ren“Report”),l, Edward J. Fritscl
President and Chief Executive Officer of Highwodi®perties, Inc., general partner of the OperaBagtnership, certify, pursuant to
U.S.C. 8§ 1350, as adopted pursuant to 8 906 dbénbanes-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 ctodiand results of operations of
Operating Partnershi

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive Officer of the
General Partne

October 29, 200







Exhibit 32.4

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwsdfealty Limited Partnership (the “Operating Pargh#”) on Form 109 for the
period ended September 30, 2009 as filed with #wmifties and Exchange Commission on the date hften“Report”),l, Terry L. Steven:
Senior Vice President and Chief Financial OfficEHigghwoods Properties, Inc., general partner ef@perating Partnership, certify, purst
to 18 U.S.C. § 1350, as adopted pursuant to § 8fedsarbanes-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 ctodiand results of operations of
Operating Partnershi

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial Officetha
General Partne

October 29, 200




