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Explanatory Note
The purpose of this amended report is to attadri@ct version of exhibit 99.1.

Item 2.02. Results of Operations and Financial Corition

On July 6, 2005, Highwoods Properties, Inc., theegel partner of Highwoods Realty Limited Partngrsissued a press release
announcing its financial results for the year enBedember 31, 2004 and the three months ended N84rc2005. This press release is
attached hereto as Exhibit 99.1. In addition, wst@m on our web site supplemental information réiggrour financial results for the year
ended December 31, 2004 and the three months &taeth 31, 2005, a copy of which is attached heast&xhibit 99.2.

Exhibit Description
99.1 Press Release, dated July 6, 2
99.7 Supplemental financial and operating informatiotajhwoods Properties, Inc. for the year ended bdx 31, 2004 and the

three months ended March 31, 200
* Previously furnished.
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Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

H IGHWOODSP ROPERTIES, | NC.

By: /s/ Terry L. Stevens

Terry L. Stevens
Vice President, Chief Financial Officer and Treasur

Dated: July 7, 2005
Exhibit 99.1

FOR IMMEDIATE RELEASE Ref: 05-19

Contact: Tabitha Zane
Sr. Director, Investor Relatior
91¢-431-1529

Highwoods Properties Reports First Quarter 2005 Fiancial Results

Full-Year and Quarterly 2004 and 2003 Restated Finacial Results
Also Reported

Raleigh, NC — July 6, 2005 — Highwoods Propertielnc. (NYSE: HIW) , the largest owner and operator of suburban offioperties in th
Southeast, today reported financial results foffilsé quarter of 2005, the fourth quarter of 2G0w the full year of 2004. The Company also
reported restated financial results for 2003 amdfitist, second and third quarters of 2004. Alaficial information presented in this news
release is on a restated and consistent basid fieraods.

The Company expects to file its Form 10-K for tleayended December 31, 2004 and its Form 10-Qvéoquarter ended March 31, 2005
within the next few weeks. This Form 10-K will incle restated financial results for fiscal years2&0d 2003 and restated quarterly results
for 2003 and 2004. The Company expects that Erngbdng LLP, its independent auditor, will issuewargualified opinion on the
Company'’s 2004 and restated 2003 and 2002 consadidimancial statements that will be includedha 2004 Form 10-K.

Ed Fritsch, President and Chief Executive OfficeHmhwoods Properties, stated, “We are pleasadport our 2004 year-end and first
quarter 2005 financial results. In line with ouepously disclosed expectations, the cumulativeaotpf the restatement on historical net
income and Funds from Operations (“FFQO”) for tthireee-year period was $0.06 and $0.08 per dilutadeshespectively. These restatement
adjustments did not impact cash and relate to actimns or practices that go back a number of y&wig forward, the impact of these non-
cash accounting adjustments is expected to reduogahFFO by $0.02 to $0.03 per diluted share,raggiine with our previously disclosed
expectations.”

First Quarter 2005 Financial Results
For the three months ended March 31, 2005, the @ognpeported net income attributable to commonkstolclers of $12.6 million, or $0.Z



per diluted share, compared to a net loss of $2IBm or $0.05 per diluted share, for the samartgr last year. Net income in the first
quarter of 2005 was impacted by $16.0 million ahgaon sales of properties, which included $5.4iomirecorded in discontinued operatic

offset by $2.6 million of impairment charges ondan

FFO was $36.2 million, or $0.60 per diluted shéwethe quarter ended March 31, 2005 compared fivghquarter 2004 FFO of $30.1
million, or $0.50 per diluted share. First qua2805 net income and FFO benefited from $2.6 mi)lmm$0.04 per diluted share, in lease
termination fee income; this was offset by an impaint charge related to land totaling $2.6 million$0.04 per diluted share. Financial
results for the first quarter 2005 also includesraye from U.S. Airways for the entire three morghiqd, which contributed $0.01 per diluted

share to FFC
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2004 Financial Results

For the full year ended December 31, 2004, the Gmypeported net income attributable to commonks$tolclers of $9.1 million, or $0.17
per diluted share. This compares to net incomel&6f&million, or $0.30 per diluted share, for theayended December 31, 2003. FFO was
$126.8 million, or $2.11 per diluted share, for ytear ended December 31, 2004, compared with $Xdiflidn, or $2.46 per diluted share,
2003. FFO was impacted by a number of charges iatit€ in 2003 and 2004, as noted in the finarteialles that follow.

Restatement Results

As previously disclosed by the Company on May 83 as a result of the preparation of its 2004drfaial statements, the related audit b
independent auditors, Ernst & Young LLP, and thevfmusly disclosed review of its lease accountiragfices, the Company identified
several adjustments impacting 2004 and prior peribdt needed to be recorded by restating pridogheesults. The restatement adjustments
related primarily to 1) lease incentives, 2) defaten and amortization, 3) straight-line rent expe on a ground lease and 4) capitalization of
internal costs.

The effects of these adjustments on previouslyntedgeriods are shown in the attached financidéta The cumulative impact of these
adjustments for 2002, 2003 and 2004 reduced aggregaincome by $3.2 million, or $0.06 per dilutthre. This represented approxima
1.9% of total net income during this three-yeaiqukrThe total effect on net income for periodoptd 2002 was approximately $4.9 million,
or $0.08 per diluted share.

The cumulative impact of these adjustments for 22023 and 2004 reduced aggregate FFO by $4.Dmillir $0.08 per diluted share. This
represented approximately 1.1% of total FFO dutimg) three-year period. The total effect on FFOgferiods prior to 2002 was
approximately $3.7 million, or $0.06 per dilutecash

These accounting adjustments on a net basis aexpetted to have any material continuing effenteaet income in future periods. FFO in
future periods is expected to be reduced by apprabaly $0.02 to $0.03 per diluted share per yaamarily from the reclassification of lease
incentive amortization.

Strategic Management Plan Update

Mr. Fritsch stated, “We continue to make stronggpess towards achieving the goals outlined in dtat&gic Management Plan. A key focus
this year is the improvement of our portfolio thgbuthe disposition of $100 million to $300 milli@h non-core assets and we will use the
proceeds to strengthen our balance sheet and iencbmmencement of new development projects itegfialocations. As of today, the
Company has sold or contracted to sell approxim&@29 million of assets, including all of our whyebwned properties in Charlotte. A
portion of the sales proceeds received to date uszd to pay off a $40.9 million secured loan omil&lp 2005 and we anticipate using a
substantial amount of forthcoming net sales prosé¢edepurchase and/or redeem some of our outsiguhitih-coupon preferred stock, pay
off a $26.2 million, 8.2% secured loan that is&lé on August 15, 2005 and pay down our revoleirglit facility. We also expect to close
our division office in Charlotte after the saleciesed, which should save approximately $500,00{alty in net general and administrative
expenses.”

“On the development front, we anticipate startid $nillion to $50 million of additional new, multenant office development in the second
half of this year, as we move towards our threa-geal of $200 million to $300 million of new dewegiment starts by the end of 2007.”

2
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“Our progress at Highwoods Preserve in Tampa hastaen extremely gratifying. Over the past 12 imanive have leased or sold 700,000
square feet, or 89% of this campus. This includesecently announced sale of Buildings Il and ®MMetLife, Inc. (NYSE:MET) for $24.5
million which closed on June 30, 2005.”

Outlook

The Company also refined its guidance for 2005ctiias originally published on January 5, 2005that time the Company announced

it expected FFO per diluted share to be in theeafd2.25 to $2.35. Today, the Company believed pér diluted share for 2005 will be in
the range of $2.27 to $2.33. This estimate continaeeflect management’s view of current and ®itmarket conditions, including
assumptions with respect to rental rates, occupkveys, operating expenses and asset dispos#imhacquisitions and excludes any reve
from US Airways from August 2005 through the rendnof the year. This estimate also excludes asgta@gins or impairments associated
with actual or potential property dispositionsyasl as any one-time, non-recurring charges orits¢dat may occur during the year.

Non-GAAP Information

We believe that FFO and FFO per share are bendfictaanagement and investors as important indisaibthe performance of an equity
REIT. FFO and FFO per share can facilitate compag®f operating performance between periods atvielea other REITs because they
exclude factors, such as depreciation, amortizatimhgains and losses from sales of real estag¢sasehich can vary among owners of
identical assets in similar conditions based otohisal cost accounting and useful life estimaksO and FFO per share as disclosed by othel
REITs may not be comparable to our calculationsF® and FFO per share. CAD is another useful firhuperformance measure of an
equity REIT. CAD provides an additional basis talerate the ability of a REIT to incur and serviebt] fund acquisitions and other capital
expenditures and pay distributions. CAD does naisuee whether cash flow is sufficient to fund alle needs. FFO, FFO per share and
CAD are non-GAAP financial measures and do notesgmt net income or cash flows from operating,stimg or financing activities as
defined by GAAP. They should not be consideredtesratives to net income as indicators of our apieg performance or to cash flows as
measures of liquidity. Furthermore, FFO per shaescot depict the amount that accrues directligcstockholders’ benefit.

FFO is defined by NAREIT as net income or loss]eding gains or losses from sales of depreciategety, plus operating property
depreciation and amortization and adjustments faprity interest and unconsolidated companies ersdime basis. As clarified by NAREIT
in October 2003, impairment losses on depreciadéastate assets are included in FFO. Our caionlaf actual FFO results is consistent
with FFO as defined by NAREIT.

Supplemental Information

A copy of the Company’s first quarter 2005 Supplataklnformation that includes detailed financigiarmation is available in the “Investor
Relations/Quarterly Earnings” section of the CompsiiVeb site atwww.highwoods.com . Detailed operational information for 2004 andffir
guarter 2005 was previously provided in the Com{mpsior Supplemental Information packages which available on the Company’s
website. This current Supplemental, together with telease, has been furnished to the Securiti@ég&achange Commission on Form 8-K.
You may also obtain a copy of all Supplemental dmfation published by the Company by contacting Mighds Investor Relations at 919-
431-1521 or 800-256-2963 or by e-mail to HIW-IR@Higrods.com. If you would like to receive future glgmental Information packages
by email, please contact the Investor Relations departras noted above or by written request to: lreRelations Department, Highwoc
Properties, Inc., 3100 Smoketree Court, Suite B@llgigh, NC 27604.
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Conference Call

Highwoods will conduct a conference call to disciiese financial results at 11:00 a.m. Eastern today, July 6. For US/Canada callers,
dial (888) 202-5268 and international callers r&l6) 643-7509. A live listen-only Web cast caralseessed through the Company’s Web
site at www.highwoods.com under the “Investor Retet” section.

Telephone and Web cast replays will be availabtehaurs after the completion of the call. The telape replay will be available for one
week beginning at 2:00 p.m. Eastern time. Dialdmbers for the replay are (800) 642-1687 US/Can@d®,) 645-9291 international. The
conference ID is 7683628.

About the Company

Highwoods Properties, Inc., a member of the S&P®4id 400 Index, is a fully integrated, self-admigist real estate investment trust
(“REIT”) that provides leasing, management, develept, construction and other customer-related sesvior its properties and for third
parties. As of March 31, 2005, the Company owneldaar an interest in 504 in-service office, indastand retail properties encompassing
approximately 39.5 million square feet. Highwoott®awns 1,115 acres of development land. Highwa®téssed in Raleigh, North
Carolina, and its properties and development laedaxated in Florida, Georgia, lowa, Kansas, Mamgl, Missouri, North Carolina, South
Carolina, Tennessee and Virginia. For more inforomeabout Highwoods Properties, please visit oub\&fee at www.highwoods.com

Certain matters discussed in this press releash,asithe effect of tenant bankruptcies on ouraijmers, anticipated continuing compliance
with debt agreements, expected leasing and fingramtivities and financial and operating performeand the cost and timing of expected
development projects and asset dispositions, anafdlooking statements within the meaning of the febseaurities laws. These stateme
are distinguished by use of the words “will”, “exjpie “intends” and words of similar meaning. AlthgluHighwoods believes that the
expectations reflected in such forward-lookingestagnts are based upon reasonable assumptions,giveano assurance that its expectations
will be achieved.

Factors that could cause actual results to diffetenially from Highwoods’ current expectations umb¢, among others, the following: the
financial condition of our customers could deteater unwaived defaults, if any, under our debtrimaents could result in an acceleration of
some of our outstanding debt; speculative developime others could result in excessive supply @itefproperties relative to customer
demand; we may not be able to lease or re-leas® spackly or on as favorable terms as old leasesxpected difficulties in obtaining
additional capital to satisfy our future cash neadgnexpected increases in interest rates woglegase our debt service costs; and others
detailed in the Company’s amended 2003 Annual RepoForm 10-K and subsequent SEC reports.

Financial Tables Follow
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Net income for 2004 and 2003 on a quarterly basis shown in the table below:

2004
Net income (loss) allocable to Common sharehol- ($000)
Net income (loss) per diluted sh:

2003
Net income (loss) allocable to Common sharehol- ($000)
Net income (loss) per diluted sh:

FFO for 2004 and 2003 on a quarterly basis is shown the table below:

2004
Funds from Operatior- ($000)
Fund from Operations per diluted sh

2003
Funds from Operatior— ($000)
Fund from Operations per diluted sh

Highwoods Properti¢

Included in FFO for 2004 and 2003 were the follayvioharges) and credits ($000, except per sharei@isio

2004

Impairments on depreciable prope

Retirement package for former CE

Debt extinguishment loss -POS)

WorldCom Settlemer

G&A costs related to strategic transaction andatestents

TOTAL

Per diluted shar

2003

Debt extinguishment loss (MOPPR
Impairments on depreciable prope
Gain on extinguishment of financi
Obligation (norOrlando MG/HIW)

TOTAL

Per diluted shar

July 6, 200!
1Q 2Q 3Q 4Q Year
$ 2,777 $ (2,319 $13,39¢ $ 827 $ 9,12¢
$ (0.0 $ (0.0 $ 028 $ 00z $ 0.17
$(12,09) $ 77t $23,90¢ $ 3,227 $ 15,82(
$ (02)) $ 001 $ 04t $ 006 $ 0.3
1Q 2Q 3Q 4Q Year
$30,13: $16,77¢ $47,79. $32,12¢ $126,82:
$ 05C $ 026 $ 08 $ 05 $ 211
$24,39. $37,22¢ $49,68: $35,84¢ $147,14°
$ 04C $ 06z $ 08: $ 06C $ 2.4¢
1Q 2Q 3Q 4Q Year
$ 0 $(3,859 $ (500 $(4,426 $ (8,787
(3,209 (1,379 0 0 (4,589)

0 (12,457 0 0 (12,457

0 0 14,43¢ 0 14,43¢

0 (23%) (2,539 (1,749 (4,51¢

$ (3,208 $(17,929) $11,397 $(6,169 $(15,909

$ (0.0 $ (030 $ 0.1¢ $ (0.100 $ (0.2¢
1Q 2Q 3Q 4Q Year

$(14,65) $ 0 $ 0 $ 0 $(1465)

(325) 0 0 0 (325)

0 0 16,30: 0 16,30:

$(14,97¢) $ 0 $16,30: $ 0 $ 1,32¢

$ (02) $ 00OC $ 027 $ 00C $ 0.0z




Highwoods Properties, Inc.
Consolidated Statements of Income
(In thousands, except per share amounts)

Three Months Ended Three Months Ended Three Months Ended Three Months Ended Year Ended
March 31, June 30, September 30, December 31, December 31,
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

Rental and other revenues  $118,57° $125,38¢ $116,74° $124,64¢ $113,16: $121,09: $115,59: $124,73: $464,07¢ $495,86:

Operating expenses
Rental property and othe

expense: 43,60: 42,48¢ 41,78¢ 43,32 41,437 43,14« 41,19t 45,90 168,02¢ 174,85!
Depreciation and

amortizatior 34,84: 3568( 33,90¢ 35,09¢ 33,16( 33,53t 34,54: 34,32: 136,45. 138,63
Impairment of assets he

for use — — — — — — 1,27( — 1,27( —
General and

administrative 10,74 4,74C 7,94t 7,02¢  10,16¢ 6,81¢ 10,84 6,957 39,69t 25,54:

Total operating
expense: 89,18¢ 82,90¢ 83,63¢ 85,447 84,76 83,497 87,84¢ 87,17¢ 345,43¢ 339,03:
Interest expense

Contractua 27,14¢ 30,12: 27,30¢ 30,23¢ 25,56« 29,88! 25,55: 29,05 105,56¢ 119,29:
Amortization of deferred

financing cost: 1,14¢ 897 92t 90:3 782 1,69( 82¢ 90¢ 3,671 4,39¢
Financing obligation 4,72¢ 4,907 1,457 4,191 1,40¢ 4,50¢ 2,53t 4,20t 10,12 17,81

33,017 3592¢ 29,68¢ 3533( 27,75¢ 36,08. 28,91: 34,16¢ 119,36¢ 141,50(
Other income/(expense)
Interest and other incon 1,757 1,17C 1,49 1,88¢ 1,752 1,431 1,70z 1,71¢ 6,70¢ 6,20:
Settlement of bankruptcy

claim — — — — 14,43¢ — — — 14,43t —
Loss on debt
extinguishment: — (14,659 (12,45) — — — — — (12,457 (14,659

Gain on extinguishment
of co-venture
obligation — — — — — 16,30: — — — 16,30:

1,757 (13,489 (10,960 1,88¢ 16,187 17,73 1,70z 1,71¢ 8,68¢ 7,851

Income/(loss) before
disposition of property, co-
venture expense, minority
interest and equity in
earnings of unconsolidated

affiliates (1,872 (6,92¢) (7,537 5,75: 16,83( 19,24 53t 5,10¢ 7,95¢  23,18:
Gains on disposition of
property, ne 1,08t 804  14,77( 1,61 2,21¢ 5,61 3,44t 4,35: 21,51t 12,38}
Cao-venture expens — (2,086 — (2,169 — (339) — — — (4,589
Minority interest in the
Operating Partnersh 712 1,64¢ (132) 10¢ (1,464  (1,92¢) 18C (400 (7049) (569)

Equity in earnings of
unconsolidated

affiliates 1,212 1,08¢ 1,477 1,301 2,55¢ 1,01( 2,03: 1,272 7,271 4,67:
Income/(loss) from continuing
operations 1,137 (5,477 8,57¢ 6,612 20,13t 23,61f 6,19 10,33« 36,04« 35,08¢
Discontinued operation
Income from

discontinued

operations, net

minority interes 362 1,09¢ 27% 982 34E 57€ 7ilE 45C 1,69¢ 3,101
Gain/(loss) on sale

of discontinued

operations, net (



minority interes 3,43¢ 6 (3,45) 894 63C 7,431 1,63¢ 15€ 2,24: 8,487
3,79¢ 1,09¢ (3,189 1,87¢ 97t 8,007 2,347 60€ 3,937  11,58¢
Net income/(loss’ 4,93¢  (4,37%) 5,39/ 8,48¢ 21,11: 31,62: 8,54( 10,94( 39,98. 46,67:
Dividends on preferred
stock (v, 729 (7,719 (7,71 (7,71 (7,71 (7,r1y) (7,719 (7,719 (30,857 (30,85
Net income available for/(loss
attributable to) common
stockholders $ (2,777) $(12,09) $ (2,319 $ 775 $ 13,39¢ $ 23,90¢ $§ 827 $ 3,227 $ 9,12¢ $ 15,82(
Net income/(loss) per commo
share- basic:
Income/(loss) from
continuing operation $ (0.1 $ (025 $ 00z $ (002$% 02:$ 03C$ (0.0)$% 0.0:3%$ 01C $ o0.0¢
Income/(loss) from
discontinued
operations 0.07 0.0z (0.06) 0.0z 0.0Z 0.1f 0.0t 0.01 0.07 0.22
Net Income/(loss $ (005)$ (029% (00H)$ 001% 022$% 04 % 00z$ 006$ 017 $ 0.3C
Weighted average
common shares
outstanding- basic 53,18¢ 53,15( 53,27¢ 52,93. 53,40( 52,74¢ 53,42¢ 52,97¢ 53,32 52,95(
Net Income/(loss) per commo
share- diluted:
Income/(loss) from
continuing operation $ (0.12)$ (0.25$ 0.0z $ (002% 02:$ 03C$ (003)$ 00t$ 01C$ 0.0¢
Income/(loss) from
discontinued
operations 0.07 0.0z (0.0¢) 0.0: 0.0z 0.1¢ 0.0t 0.01 0.07 0.2
Net income/(loss $ (005)$ (0299% (0OHY$ 001$% 0228 04t 3% 00z % 00€6$ 017 $ 0.3
Weighted average
common shares
outstanding- diluted 53,18¢ 53,15( 53,27¢ 59,87¢ 59,990 59,71( 60,21¢ 59,88¢ 60,02« 59,91




Three Months Ended
March 31,

Highwoods Properties, Inc.
Funds from Operations
(In thousands, except per share amounts and ratios)

Three Months Ended
June 30,

Three Months Ended
September 30,

Three Months Ended
December 31,

Year Ended
December 31,

2004 2003

2004 2003 2004 2003

2004 2003

2004

2003

Funds from operations:

Net income/(loss

Dividends to preferred
shareholder

$ 4,93¢

(7,719

$ (4,379

(7,719

$ 5394 $ 848t $21,11. $31,62:

(7,719 (7,719 (7,719 (7,719

$ 8,54C

$10,94(

(7,719 (7,719

$

39,98!

(30,857

$ 46,67:

(30,857

Net income/(loss
applicable to comma
shares

Add/(deduct):

Depreciation and
amortization of
real estate asst

(Gain)/loss on
disposition of
depreciable real
estate asse

Minority interest ir
income from
operations

Unconsolidated
affiliates:

Depreciation
and
amortizati
of real
estate
asset:

Discontinued
operations

Depreciation
and
amortizati
of real
estate
asset:

(Gain)/loss
on sale,
net of
minority
interest

Minority
interest in
income
from
discontint
operation:

(2,777

34,16¢

66 @

(712)

2,04¢

73€

(3,436)

42

(12,09?)

35,02:

(1,649

1,917

1,19¢

(119

142

(2,319 775 13,39t 23,90

33,22: 34,427 32,39( 32,71f

4) (16,600 (218 (1,636 (4,550

132 (10€) 1,46¢ 1,92¢

2,07(C 1,97 2,441 1,88¢

63¢ 1,14¢ 32t 1,154

(39 (894  (630) (7,43

31 12t 39 71

827 3,221

33,87«  33,64¢

(394 (3,956

(180) 40¢

2,62( 1,77¢

85

4,790  (156)

82 53

9,12¢

133,65:

(18,564

704

9,17¢

1,78¢

(9,255)

194

15,82(

135,80¢

(8,74%)

56¢

7,55¢

4,35¢

(8,600)

391

Funds from operatior ~ $30,13:

$ 24,39:

$16,77¢ $37,22¢ $47,79. $49,68:

$32,12¢

$35,84¢

$

126,82

$147,14°

Funds from operations
per share- diluted:
Net income/(loss
applicable to comma
shares
Add/(deduct):
Depreciation and
amortization of
real estate asst

$ (0.05)

0.57

$ (029 $ (0.09

0.5¢

$ 001 $ 028 $ 0.4

0.5¢€ 0.57 0.54 0.54

$ 0.0z

$ 0.0¢

0.5¢€ 0.5¢€

$

0.17

2.2z

0.3C

2.2¢€



(Gain)/loss on
disposition of
depreciable rec
estate asse — — (0.27) — (0.02) (0.08) (0.03) (0.06 (0.37) (0.15)
Unconsolidated
affiliates:
Depreciation
and
amortizati
of real
estate
asset: 0.0z 0.0z 0.0z 0.0z 0.04 0.0z 0.04 0.0z 0.1t 0.12
Discontinued
operations
Depreciation
and
amortizati
of real
estate
asset: 0.01 0.0z 0.01 0.0z — 0.0z — 0.01 0.0z 0.07
(Gain)/loss
on sale,
net of
minority
interest (0.0¢) — (0.0)) (0.0)) (0.01) (0.1%) (0.0¢) — (0.15) (0.19)

Funds from operatior $ 05 $ 04C $ 028 $ 06z $ 08C $ 08: $ 05z $ 06C $ 211 $ 2.4¢

Dividend payout data:
Dividends paid per
common shar $ 0.42% $ 058t $ 0.428 $ 0.42¢ $ 042t $ 042t $0428 $0428 $ 1.70C $ 1.86(

Funds from
operations 85.(% 146.2% 151.8% 68.5% 53.1% 51.2% 80.2% 70.8% 80.5% 75.6%

Weighted average shar
outstanding- diluted  60,09: 60,24 59,79« 59,87¢ 59,99 59,71( 60,21 59,88¢ 60,02« 59,91:

Impairment adjustment:

included in funds

from operation: $ — $ (32F) $(385%) $ — $ (B50O) $ — $(4420 $ — $ (8,78) $ (329
Impairment adjustment:

included in funds

from operations per

share $ — $ (©00) $ ©OO) $ — $@©OH $ — $@©OH $ — $ (015 $ (0.09




Highwoods Properties, Inc.
Consolidated Balance Sheets
(In thousands)

December 31 December 31

2004 2003
Assets:
Real estate assets, at ct
Land and improvemen $ 397,84( $ 430,19¢
Buildings and tenant improvemet 2,932,751 3,111,53
Development in proces 25,17: 7,48¢
Land held for developme! 188,94! 197,06«
Furniture, fixtures and equipme 22,18’ 21,81¢
3,566,89! 3,768,10:
Less-accumulated depreciatic (606,11 (550,13¢)
Net real estate ass¢ 2,960,78! 3,217,96
Property held for sal 32,79¢ 65,72«
Cash and cash equivalel 24,48: 21,69¢
Restricted cas 3,87 4,457
Accounts receivable, n 16,74¢ 18,17¢
Notes receivabl 9,67 10,01¢
Accrued straigt-line rents receivabl 61,51¢ 59,72¢
Investment in unconsolidated affiliat 74,43: 62,06¢
Other assets
Deferred leasing cos 111,12: 102,05¢
Deferred financing cos 16,68¢ 19,28¢
Prepaid expenses and otl 10,61¢ 10,217
138,42! 131,56:
Less-accumulated amortizatic (62,567 (53,010
Other assets, n 75,85¢ 78,55
Total Assets $3,260,16' $3,538,38

Liabilities and Stockholders’ Equity:

Mortgages and notes payal $1,572,16' $1,717,76!
Accounts payable, accrued expenses and otheiitied 115,00: 103,35¢
Financing obligation 65,30¢ 125,77
Total Liabilities 1,752,48 1,946,89:
Minority interest in the Operating Partners 115,92¢ 126,92¢
Stockholder Equity:
Preferred stoc 377,44! 377,44!
Common stocl 53¢ 53t
Additional paic-in capital 1,416,85! 1,408,77
Distributions in excess of net earnir (396,15) (314,08)
Accumulated other comprehensive | (2,819 (3,650
Deferred compensatic (4,117 (4,469
Total Stockholder Equity 1,391,76. 1,464,55!
Total Liabilities and Stockholde’ Equity $3,260,16! $3,538,38:



Highwoods Properties, Inc.
Consolidated Statements of Income
(In thousands, except per share amounts)

Rental and other revenues

Operating expenses
Rental property and other expen
Depreciation and amortizatic
Impairment of assets held for L
General and administrati

Total operating expens
Interest expense
Contractua
Amortization of deferred financing cos
Financing obligation

Other income:
Interest and other incon

Income/(loss) before disposition of property, minaty interest and equity in earnings of unconsolidag¢d
affiliates
Gains on disposition of property, r
Minority interest in the Operating Partners
Equity in earnings of unconsolidated affilia

Income from continuing operations
Discontinued operation

Income from discontinued operations, net of miryoriteresi
Gain on sale of discontinued operations, net ofomitiy interest

Net income
Dividends on preferred stox

Net income available for/(loss attributable to) cormon stockholders

Net income/(loss) per common shar- basic:
Income/(loss) from continuing operatic
Income from discontinued operatic

Net income/(loss
Weighted average common shares outstan- basic

Net income/(loss) per common shar- diluted:
Income/(loss) from continuing operatic
Income from discontinued operatia

Net income/(loss

Weighted average common shares outstan- diluted

Three Months Ended

March 31,
2005 2004
$116,02: $117,29:
41,12¢ 43,40
35,87 34,56:
2,61 —
7,42: 10,74:
87,04( 88,71(
25,58t 27,14¢

847 1,14«
1,567 4,72¢
27,99¢ 33,01
1,68¢ 1,754
1,68¢ 1,754
2,667 (2,68)
10,62t 1,08t

(829) 79€
2,21¢ 1,212
14,67¢ 412

84: 1,08¢
4,82¢ 3,43¢
5,661 4,52
20,34¢ 4,93¢
(7,719 (7,719
$ 12,631 $ (2,779
$ 012 $ (0.19

0.11 0.0¢
$ 022 $ (0.09
53,64( 53,18¢
$ 012 $ (0.19

0.11 0.0¢
$ 02 $ (0.09
60,18: 53,18¢



Highwoods Properties, Inc.
Funds from Operations
(In thousands, except per share amounts and ratios)

Three Months Ended

March 31,
2005 2004
Funds from operations:
Net income $ 20,34¢ $ 4,93¢
Dividends to preferred sharehold (7,719 (7,717)
Net income/(loss) applicable to common shi 12,63: (2,777%)
Add/(deduct):
Depreciation and amortization of real estate as 35,20¢ 33,88t
(Gain)/loss on disposition of depreciable real testasset (10,479 66
Minority interest in income from operatio 82¢ (79¢€)
Unconsolidated affiliates
Depreciation and amortization of real estate a: 2,64t 2,04¢
Discontinued operation
Depreciation and amortization of real estate as 13¢ 1,015
(Gain)/loss on sale, net of minority inter (4,829 (3,436
Minority interest in income from discontinued optgzas 94 12¢€
Funds from operatior $ 36,24¢ $30,13¢

Funds from operations per share- diluted:

Net income/(loss) applicable to common shi $ 0.2« $ (0.0%)
Add/(deduct):
Depreciation and amortization of real estate a: 0.5¢ 0.57
(Gain)/loss on disposition of depreciable real testasset (0.18¢) —
Unconsolidated affiliates
Depreciation and amortization of real estate as 0.04 0.0z
Discontinued operation
Depreciation and amortization of real estate a — 0.01
(Gain)/loss on sale, net of minority inter (0.08) (0.0€)
Funds from operatior $ 0.6C $ 0.5

Dividend payout data:

Dividends paid per common shz $ 0.42¢ $ 0.42¢

Funds from operatior m% m%
Weighted average shares outstanc- diluted E m
Impairment adjustments included in funds from opens M) $_—
Impairment adjustments included in funds from opens per shar m) $_—
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Highwoods Properties, Inc.
Consolidated Balance Sheets
(In thousands)

December 31

March 31,
2005 2004
Assets:

Real estate assets, at ct
Land and improvemen $ 391,76¢ $ 397,84(
Buildings and tenant improvemet 2,914,25. 2,932,75!
Development in proces 40,58: 25,17:
Land held for developme! 179,75! 188,94!
Furniture, fixtures and equipme 22,50¢ 22,18’
3,548,86! 3,566,89!
Less-accumulated depreciatic (622,95¢) (606,11)
Net real estate ass¢ 2,925,91I 2,960,78!
Property held for sal 27,28: 32,79¢
Cash and cash equivalel 55,16¢ 24,48
Restricted cas 3,711 3,87¢
Accounts receivable, n 17,03t 16,74¢
Notes receivabl 8,30 9,67
Accrued straigt-line rents receivabl 62,78¢ 61,51¢
Investment in unconsolidated affiliat 73,72 74,43:

Other assets

Deferred leasing cos 112,87: 111,12:
Deferred financing cos 16,251 16,68¢
Prepaid expenses and otl 11,841 10,61¢
140,97° 138,42!
Less-accumulated amortizatic (64,459 (62,567
Other assets, n 76,521 75,85¢
Total Assets $3,250,44.  $3,260,16!

Liabilities and Stockholders’ Equity:

Mortgages and notes payal $1,582,01 $1,572,16!
Accounts payable, accrued expenses and otheiitied 113,28: 115,00:
Financing obligation 63,09¢ 65,30¢
Total Liabilities 1,758,38! 1,752,48
Minority interest in the Operating Partners 109,27! 115,92¢
Stockholder Equity:
Preferred stoc 377,44! 377,44!
Common stocl 54C 53¢
Additional paic-in capital 1,420,05! 1,416,85!
Distributions in excess of net earnir (406,43) (396,15)
Accumulated other comprehensive | (2,675 (2,819
Deferred compensatic (6,150 (4,117
Total Stockholder Equity 1,382,77: 1,391,76.
Total Liabilities and Stockholde’ Equity $3,250,44.  $3,260,16!
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Highwoods Properties, Inc.

Summary of Effects of Restatement

Dollars in thousands, except per share amounts

Years Ended December 31,

Quarter Aggregate
ended From 1/1/0z
2002 2003 2004 31-Mar-05  to 3/31/05
Effects on Net Income— Increases (Decreases
Depreciation and amortizatic $ (1,119 $ (1,529 $ (1,309 $ 77 $ (3,87H
Ground lease straight line rent expe (257) (239) (22%) 54) $ (769
Internal cost capitalization, n 32C 514 41€ (28) $ 1,227
Other (66) @74 10C 1 $ (139
Minority Interest impac 10€ 15€ 11z 0 $ 374
TOTAL $ (1,009 $ (1,272 $ (902) % 4 $ (3,18
Effect on diluted Net Income per sh: $ (002 $ (002 $ (0.02 $ (0.000 $ (0.06
Net Income, as restat $ 80,86¢ $ 46,67: $ 39,98, $20,34¢ $187,86
Net Income, before adjustmel $ 81,87 $ 4794 $ 40,88! $20,35( $191,05:
-1.671%
Effects on Funds from Operations— Increases (Decreases
Accounting for lease incentivi $ (649 $ (1,016 $ (1,309 $ (305 $ (3,279
Ground lease straight line rent expe (251) (239) (22%) B4 $ (769
Internal cost capitalizatio 470 (267) (304) (175 $ (1,21¢
Other funds from operatiot (66) 174 10C 1 $ (139
TOTAL $ (1,430 $ (1,696 $ (1,739 $ (539 $ (5,39)
Effect on funds from operations per sh $ (0.0 $ (005 $ (0.0 $ (0.0)) $ (0.09
Funds from Operations, as resta $175,63t $147,14° $126,82: $36,24¢ $485,85:
Funds from Operations, before adjustme $177,06¢ $148,847 $128,56: $36,77¢ $491,25(
-1.1(%
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