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Item 12. Results of Operations and Financial Condibn

On January 20, 2004, Highwoods Properties, Ine.gémeral partner of Highwoods Realty Limited Penghip, issued a press release
announcing certain information regarding the Comfmafinancial condition during 2003. This presseae is attached hereto as Exhibit 99.1.

Exhibit Description
99.1 Press Release, dated January 20, 2004, annouraiagndanformation regarding the Company’s finahciandition during
2003.
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FOR IMMEDIATE RELEASE Ref: 04-04

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

Highwoods Properties Completes $74.3 Million of Agt Sales and Contributes
$35.6 Million of Assets to a Joint Venture in the Burth Quarter of 2003

Total Asset Sales of $202.0 Million in 2003

RALEIGH, NC - January 20, 2004 — Highwoods Propsttinc. (NYSE: HIW), the largest owner and opearafesuburban office properties
in the Southeast, today announced fourth quartsatand land dispositions totaling $74.3 millioheTsales in the quarter included 16
properties encompassing 2.3 million square feet,agproximately 83 acres of land.

In addition, during the fourth quarter Highwoodstributed three in-service office properties comitag 290,853 square feet of space to its
existing joint venture with Markel Corporation, Higoods-Markel Associates, LLC. These three propertiere valued at $35.6 million.

The following tables contains information regardfngrth quarter disposition activity:

Square Sales Price Closing
Building Transactions Market Footage (% in 000) Date Occupancy
Brookwood Daycare Center (( Tampa 8,00( $ 465 10/07/0: 100.(%
Prairie Village Office Center (C Kansas City 78,00( 4,05C 11/12/0: 73.1%
Piedmont Tria 1,520,001
Richmond 382,00(
Industrial Portfolio (1) 1,902,001 59,30( 12/12/0: 98.8%
Subtotal 1,988,000 $ 63,81¢ — 97.8%
Assets Contributed to JV
Markel Plaza (O Richmond 121,000 $ 15,73¢ 12/24/0: 100.(%
Markel-American (O) Richmond 102,78! 12,417 12/29/0: 96.1%
Innsbrook Centre (C Richmond 67,06¢ 7,44¢  12/29/0: 100.(%
Subtotal 290,85:$% 35,59¢ — 98.€%
Total of all 4Q Transactions 2,278,85:'$ 99,41« — 97.%
Property type: (O) = Office (I) = Industrial
Sales Price Closing
Land Transactions Market Acres ($in 000) Date
Red Bridge & Holmes (I-F) Kansas City 9.0C $ 475 11/07/0:
Weston 6/-2 (M-F) Raleigh 23.4: 2,72C 11/12/0:
HIW Distribution Center (I Richmond 42.5] 5,80C 12/11/0:
Eastshore IV (R Richmond 7.7¢ 1,48¢ 12/17/0:
Total 82.7($ 10,48¢ —

Land use type: (M-F) = Multi-family (1) = Industr ial (R) = Retall
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Highwoods will continue to lease and manage theariileon square foot industrial portfolio as web ¢he office assets contributed to the joint
venture. Highwoods used the proceeds from the saleay down amounts outstanding under its creditify which had $55 million drawn .
of January 19, 2004.

The average occupancy of the properties sold irficiineh quarter and contributed to the joint veatwas 97.9%. Excluding these properties
from the Company’s in-service portfolio at Septem®@, 2003, occupancy would have been 81.3%, a tetiction from the 82.4%
occupancy reported for the third quarter of 2003.

Ronald P. Gibson, chief executive officer of Higlosls said, “Throughout the year we have taken adgenof the strong demand for real
estate to sell both notere and highly leased assets on extremely atteatdims. While these transactions will negativeipact occupancy
the short term, our long-term focus remains on méing value for our shareholders through the b&sitegic management of our assets.

The sale of the industrial portfolio is an exampiehe Company realizing tangible value from itgaatments. With an average age of 15
and a 98.8% occupancy rate, this portfolio was desed for an investor whose investment critesigubed on stable cash flow versus our
Company whose focus is on investing in growth agnketbpment opportunities. We plan to put the prdsdeom this sale into other real
estate investments that we believe will yield, augie, a greater return for our shareholders.”

For the full year ended December 31, 2003, Highwaminpleted asset sales of $202.0 million. Sal@9@8 included office and industrial
properties encompassing 3.3 million square fe@tedkas 121.1 acres of land. The Company anticgpdigposition activity in 2004 to total
between $100.0 million and $200.0 million.

Joint Venture Contribution

As previously noted, in December Highwoods conteduthree in-service office properties to its joiehture partnership, Highwoods-Markel
Associates, LLC. The joint venture now owns a tofdbur properties encompassing 412,051 squate Tée joint venture entered into a
5.79%, 10-year mortgage in the amount of $39.0onilsecured by all of the properties in the joiehture. Both parties will continue to own
a 50% interest in the venture. This transactioregeied $32.3 million in liquidity for Highwoods.

Gibson commented, “We are very pleased to comghétdransaction with Markel Corporation. We hangged a strong and mutually
beneficial relationship with this company since 49frst as a tenant and beginning in 2000, as1eestment partner. The expansion of our
joint venture further solidifies this relationshiphis transaction also frees up additional landfferfuture development of mi-use
properties, including office, by the joint ventwesuch time that market conditions wart”
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About Highwoods Properties

Highwoods Properties, Inc., a member of the S&P®4id 400 Index, is a fully integrated, self-admigiet real estate investment trust
(“REIT”) that provides leasing, management, develept, construction and other customer-related sesvior its properties and for third
parties. As of September 30, 2003, the Company dwnéad an interest in 545 gervice office, industrial and retail properties@mpassin
approximately 43.7 million square feet. Highwootl®awns approximately 1,377 acres of developraamd.| Highwoods is based in Raleigh,
North Carolina, and its properties and developnieamd are located in Florida, Georgia, lowa, Kandéissouri, North Carolina, Sou
Carolina, Tennessee and Virginia. For more inforomaabout Highwoods Properties, please visit oub\stee at www.highwoods.com.

Certain matters discussed in this press releash,asiexpected disposition activities, are forwlaaking statements within the meaning of
federal securities laws. These statements aregistihed by use of the words “will,” “expect,” “érids” and words of similar meaning.
Although Highwoods believes that the expectati@ikected in such forwartboking statements are based upon reasonable assusjit car
give no assurance that its expectations will beéeaehtl. Factors that could cause actual result#feer dnaterially from Highwoods’ current
expectations include general economic conditiarslireal estate conditions, deterioration in tharfcial condition of our tenants, our ability
to lease or re-lease space quickly or on favortasias, changes in the cost of materials and labed in construction projects, and the other
risks detailed in the Company’s Annual Report omfr@0-K for the year ended December 31, 2001 ahdesyuent SEC reports.

HAH



