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PRESENTATION
Operator

Good morning. My name is Tamara, a’ll be your conference facilitator. At this tim¢d like to welcome everyone to the Highwo

Properties conference call. All lines have beergiaon mute to prevent any background noise. Alfteispeakers’ remarks there will be a
guestion-and-answer period. If you would like tl agjuestion during this time, simply press staentthe number 1 on your telephone keypad.
If you would like to withdraw your question, prestar, then the number 2 on your keypad. Thank Yabitha Zane, you may begin your
conference.

Tabitha Zane
Thank you, everybody’ve lost my voice, sc’'m going to let Terry Stevens, our CFO, read the $kHrbor Statemer



Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Thank you, Tabitha. On the call today with us adeHEtsch, President and Chief Executive Officeik&Harris, Chief Operating Officer, and
myself. If anyone on the call has not received @yaaf yesterday’s press release or supplementahéial package, please visit our website at
www.highwoods.com, or call 919-875-6717, and we fai or e-mail a copy to you.

Before we begin, | would like to remind you thaisthonference call will include forward-looking sgements concerning the Company’s
operations and financial condition, including esties of asset dispositions, reinvestment of disiposand joint venture proceeds, cost and
timing of development projects, rollover rents, @eancy, revenue trends, and so forth. Such statsraes subject to various risks and
uncertainties. Actual results could differ matdyiditom those currently estimated due to a numiiéactors, including those identified in the
Company’s amended annual report on Form 10-K fery#ar ended December 31, 2003, and subsequentsréifeal with the SEC. The
Company assumes no obligation to update or suppieforvard-looking statements that become untrumbse of subsequent events. During
this call, we will discuss non-GAAP financial meess} such as FFO. A reconciliation of prior pefideD and other non-GAAP financial
measures to net income as defined by GAAP areablaibn the investor relations section of the welighwoods.com. | will now turn the ci
over to Ed Fritsch.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Good morning, everyone, and thank you for joinisgn the call today. My remarks will cover our fibuquarter and full year operating
highlights. Mike will review our markets and leagiactivity, and Terry will provide you with moreloo regarding our accounting. It was mt
debated internally about releasing preliminaryfiicial results. We felt it was more important that thoroughly examine the issues outlined in
the SEC’s February 7th letter regarding lease atooy issues and make sure we are following GAAgbanting consistent with the SEC’s
guidance on this matter. Therefore, we are takddijt@nal time to ensure that our financial statataeomply with GAAP and present a
transparent picture of the Company’s financial ppasi While Terry will talk about these mattersnmore detail, the most important point to
make is that our current evaluation indicates thatcumulative magnitude of any adjustments to bdershould be relatively small and not
have a material impact on our FFO for 2004 or fmuarfe periods. Our goal is to resolve these isagesoon as possible and report our fourth
guarter and year-end financial results. They saeryiloves company, and perhaps a few of us hekesome comfort in the Wall Street
Journal article that appeared on February 25th5 200is piece noted that more than 60 companies teported the need to change their lease
accounting practices and the SEC’s February 7térlet specifically referenced in the article.

There are 2 things | want to focus on today. Fiest,are very pleased with our strong leasing angldpment efforts this past year. Year-end
occupancy reached 85 percent, a 350-basis poirgdane year-over-year. | believe this speaks ngttorthe diligence of our leasing
representatives, but also to the improving condgim a majority of our markets. Our developmepepine also strengthened during the year
and it currently encompasses 718,000-square fg@gsenting investment of approximately $90 miliiothe pipeline at 99.3 percent pre-
leased. Other highlights include the 199,000-sqt@otlease we just signed with Syniverse at thghiioods Preserve. Since June we have
leased or sold close to 60 percent of this camptisgood prospects for much of the remaining spabés is a world-class campus, and the
activity over the past few months bears this out.

The second item | want to focus on today is the gaimy’s strategic management plan. To give youtle liistory, when our succession plan
was put in place, one of my goals was to work withnew team, which includes Terry, Mike and manyatde others, to develop a strategic
management plan that would serve as a road mayufduture. We immediately began a thorough revéed analysis of our business and our
business practices. Our approach in developingptais was that no person, property, or proceduresaared. In addition to the efforts of
senior management, we received extensive input renofficer group as well. We recently presentealglan to our Board and received
unanimous approval of the plagoals and objectives, and our officer groupse anthusiastic about this road map for the futOreer the ne»
few minutes, I'll briefly outline some of the goalsd strategies for Highwoods set forth in ourteggic management plan. The most immediate
focus of our plan is to establish a firm, stabletfolrm for future growth. Every other goal we e$idted supports this focus.

The first step is to improve the quality of our tolio through strategic dispositions and developmeast year we sold $93 million worth of
non-core properties, almost half of which occuirethe fourth quarter. The average occupancy ofsets sold was 67.6 percent, well below
the occupancy of our portfolio as a whole, andaberage age of these buildings was nearly 20 yégrsks years older than the average age of
our overall office and industrial portfolio. Andvitas clear that these under-performing assets weqglgire significant capital expenditures to
re-lease and would not serve us well in any futloenturn. Another objective of our disposition prag is to reduce our exposure to certain
customers. A perfect example of our success inugkggthis strategy is the sale of 930,000-squeet &f noneore industrial properties in no
Winston-Salem that we closed just a week ago. Whise partial metal panel older buildings areantty 100 percent leased to a single
customer with expirations in 2007 and 2008, we &xbto the future and recognized that re-leasingetm®n-core buildings in north Winston-
Salem would have been a difficult task, so we taction to sell. Over the next three years, we eixqpedispose of $450 to $550 million of
property, including $100 to $300 million in 2005kaeping with the guidance we previously provided.

We plan to use the proceeds from these dispositmreduce debt and improve our financial flextiliAs our balance sheet improves, we are
hopeful that we will regain an investment-gradéngafrom Moody’s and maintain our current investmgrade rating with S&P and Fitch. Y
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may have seen that S&P and Moody’s reaffirmed ttr@dit ratings this quarter. Another goal we sdbisell our non-core land holdings. In
2004 we reduced our non-core land holdings by 2t&sa generating sales proceeds of $36 millionafoet gain of about $3 million. Over the
next 3 years it is our goal to sell an additior@0 $nillion to $70 million of non-core land. Anothstep in the overall process of upgrading our
portfolio is through build-to-suit and speculativeilti-tenant development projects. Right now weéh@90.3 million of development in the
pipeline, which is 99-plus percent pre-leased ailldcame on line late this year. All of these prathihave longerm leases and are in excell
locations.

While we are actively pursuing build-to-suit opporities for current and prospective customers, igeatso selectively considering certain
multi-tenant development projects. These projeasld/be suburban infill locations, with barriersetatry, where current sulaarket occupanc
warrants new development. Highwoods GlenLake dgveént in Raleigh is a prime example of this stratddnis Class A office building was
a speculative development that was delivered iarg soft market. Within a year, occupancy incredsaah the low 40s to 94 percent with net
effective rents above market average, clearly exdoigy the strength of the submarket, the qualitthefproduct, and the barriers to entry that
existed. In all of our core markets, we have sudnuribfill sites, including our Century Center offipark in Atlanta, Innsbrook Park in
Richmond, and the Westshore sub-market in Tampar @e next 3 years we hope to have $200 to $30@mof development starts.
Internally, we have made changes to better aligrctimpensation of our leadership team, divisiordbeand leasing representatives with the
Company’s long-term goals as outlined in the sgiatenanagement plan.

Compensation for our leasing representatives wasgdd to provide a better alignment between leesduption and compensation. The
compensation is weighted towards the net effectwnts, providing incentives for higher quality ledsansactions. Before | turn the call over to
Michael for additional color on our operating raésul want to tell you where we are on the potéside of our Charlotte assets. As most of
know, we listed this 1.5-million-square-foot, 23Hding portfolio for sale last November. While Ir@ot provide details at this time, | can say
that we received bids from 13 firms and have naedwur negotiations to one of these companies. ®ge tb have something definitive to
announce within the next 6 weeks.

In closing, | want to reiterate our excitement altbe prospects for our Company and yours, Highwdaeperties. We have a great team that
is focused and driven on positioning our Compamydog-term growth. Our strategic management pkls dor very deliberate steps to
improve our portfolio, strengthen our balance shaed create cash flow stability. Mike?

Mike Harris - Highwoods Propertiesinc. - EVP & COO

Thanks, Ed, and good morning. As Ed highlightetigwremarks, total occupancy in our portfolio iraged 180 basis points from the end of the
third quarter, and 350 basis points from year é0@2B2Our overall occupancy at year end was 85 perabove our targeted goal of 83.5
percent. Office occupancy was 82.7 percent, andpatcy in our industrial portfolio ended the yee®@2 percent. Be mindful that in keeping
with our guidance, we expect a slight dip in ocawgein the first quarter of 2005 due to the disposiof several well-leased industrial assets
in Winston-Salem, just mentioned by Ed, and seVarge January lease expirations. However, duhiegyear we expect our positive lease
activity to take up this slack and restore occupascwe move through the year. Our goal is to Bed/ear with occupancy of approximately
percent.

This occupancy estimate assumes that US Air, wieigbes approximately 295,000 square feet, vacltektheir space before year end. As of
today, US Airways is current on their rent obligat, having paid March rent in full, while we conté to account for them on a cash basis
we're taking a wait-and-see attitude. Our strorasileg performance this year was pretty much adhesboard. With the exception of
Charlotte, every one of our markets reported aregmse in occupancy year-over-year. I'm pleaseégont that we are outperforming the
competition in 4 of our 5 largest markets, withighter occupancy rate than the market as a whaegiity exception being Tampa. In most of
our markets, we are seeing modest, positive ecansigns, including job growth and small businegsagsions. And our leasing
representatives are encouraged by a steady voltisi@wings. Another positive trend was a declineany move outs, which includes the
exercise — excuse me — of early termination optitaskruptcies, and other unexpected early vacankielanuary '04 we forecasted that
early move outs would average about 72,000 sqe&teafmonth for a total of about 860,000 squarkirie® year. Actual early move outs were
below our predictions, averaging only 52,000 sqdiee¢ a month, or a total of about 624,000 squeeeih 2004. To put this in perspective, in
2003, early move outs totaled 1.1 million squaed.fe

We continue to look closely at net absorption lIrobur markets and the trend remains positive.tRe fourth quarter, every one of our top-5
office markets reported positive net absorptior gnese markets, combined, reported positive redration of 1.6 million square feet for the
quarter and 5.9 million square feet for the year B&l mentioned earlier, our leasing velocity cargto be strong. We signed leases for just
over 1 million square feet of second-generatioicef§pace in the fourth quarter, making this thetfoconsecutive quarter that we have topped
the 1 million square foot mark for second-generatiffice leasing. And for the full year we sigheases for approximately 5 million square
feet of secondieneration office space. This compares to 4.2 oniliquare feet signed in 2003. Despite this p@sdittivity, we remain mindfi
that tenants still have the upper hand in most tigguns, but some of our markets are beginningtabilize, and customers are beginning to
believe that if they’re going make a move to loghriore attractive lease terms, now is the timeotd.d
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Customer retention was 73 percent for 2004. Thagignportant metric for us that indicates a cartavel of customer satisfaction. Office
GAAP rent declined 5 percent in the fourth quaated 1.7 percent for the full year. With improvingurket conditions, we're forecasting that
GAAP rents will decline between 2 and 4 percerd ftd@ar on average during 2005. In the fourth quaoféice cash rents declined 13.7 percent
for the full year and for the full year, they watewn 10.6 percent. As a reminder, to make this cashcomparison, we took the actual base
rent plus CAM pass$hroughs for the last year of the previous leaskampared it to the annualized base rent foritse¥2 months of the ne
lease after any rate abatement periods have exiSredree rent is stripped from this equationite@n apples-to-apples comparison.

Turning to our 5 largest office markets, in therfbuguarter our Raleigh portfolio showed continiragrovement. Occupancy was 83.8 percent
at year end, a 300-basis point increase from ting ¢fuarter, and a 440-basis point increase froenytrar end of 2003. Employment growth in
this area is strong, growing 2.5 percent in Decamabd the market had over 2 million square feqiasitive absorption in 2004. Atlanta
reported 1.2 million square feet of positive absiorpfor the year, and occupancy in our Atlantatfodip increased steadily throughout the y
growing 530 basis points to 83.7 percent. Bothdffice and industrial portfolios in this market ped strong gains, and our occupancy rate is
better than the market as a whole by almost 3 per@ur Richmond and Nashville portfolios, 2 of st performing divisions, ended the \
with occupancy at 94.1 percent and 93.3 percespeaively. Both markets saw solid employment ghoarid positive absorption year-over-
year. Construction in those markets remains redbtilow, despite low vacancy in some submark

The Tampa market has been improving, with posiieeabsorption of 842,000 square feet over thedlagtarters. The area saw 2.1 percent
employment growth in December. And overall markatancy was 15.1 percent at year end, a 70-basisipggrovement from a year ago. Our
Tampa portfolio saw 200,000 square feet of newelesarts in the fourth quarter, including the 89;8quare foot TMobile lease at Highwoot
Preserve, plus the 199,000 square foot Syniveese lthat Ed mentioned. In closing, let me sayuleate very proud for the hard work of all of
our divisions this past year. It continues to lieuggh and competitive environment, but | firmlyibgk our results this year proved our team is
up to the challenge, and improvements should coatthroughout our system. Thanks. Terry?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Thank you, Mike. We announced several weeks agontbglanned to report our fourth quarter and yetir 2004 financial results yesterd
March 3rd. However, as Ed noted, at this pointhaee not yet finalized the year end financial réipgrprocess. And in particular, we are still
completing our evaluation of certain lease accagnpiractices as described in the press releasseTdeeounting practice matters came to our
attention in late February. | should point out tiwatand our auditors also got a later start thamabin preparing for the year end audit and
closing process, due to the heavy concentratidimeaf required into late 2004 in preparing our aneeha003 Form 10-K and quarterly reports
that we filed in mid-November and December. To etate more, in consultation with Ernst & Young, are evaluating certain of our lease
accounting practices within the context and guigacantained in the February 7th, 2005 letter to&t@PA, from the Chief Accountant of the
SEC. The intent of that letter was to clarify tHeC3s interpretation of certain lease accountingficas, and their application under GAAP
related to operating leases.

Based on our review and our auditors’ review of tbiter and related evaluation of our lease adiogipractices, two changes to our lease
accounting practices are needed. First, in deténgniwhen to begin to record rental revenue. Out pesctice has been to begin recognizing
rental revenue on a straight line basis as ofdhed commencement date stated in the lease. Wenbaveetermined that rental income,
instead, should commence when the tenant takescphp®ssession of, and thus the right to conthal,lease premises. In some cases, this dat
is prior to the stated lease commencement datigylarly with our retail tenants. Second is acdingnfor lease incentives paid to our tenants,
which is done in only a minority of our leases. Treguency and magnitude of lease incentives sac¢hese typically depend on the
competitive environment and are granted only whanleasing team feels they are needed in ordeetthg deal done. These incentives have
been in the form of moving-cost allowances, paymémicover rents owed to by the tenant to formedlards, or similar incentives. Our past
practice was to include the cost of these leasaitiees with related capitalized tenant improversemtder the lease, and to amortization the
combined cost on a straight line basis over thedeéarm as depreciation and amortization expense.

We have now determined that such lease incentists aiould be recorded as an intangible assetraodiaed over the lease term as a
reduction of straight line rental income. This cpamoes not impact net income, because the ambanartization is the same in both cases,
but does reduce the computation of funds from djmersias defined by NAREIT, which requires that+estate-related depreciation and
amortization expense be added back to net incoatendi reductions to straight line rent. We arééihtly working to complete our evaluation
of these matters, and before we quantify the efiettem, and also to finalize our 2004 results imahcial statements, which will include
adjustments from these lease accounting matteasyoother adjustments that may be necessitateldebyear-end audit. Based on our current
evaluation, we don't expect that any of these adjaats will have a material effect on FFO in 2064 &uture periods. We also don’t believe
that these adjustments will impact the Company&hgaosition or bank loan covenants. We will file audited financial statements as part of
the 2004 annual report on Form 10-K and mail outpsaxy statement to stockholders as soon as pediié.
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I would like to give a brief update on our SOX 4dtus. We and our independent auditors have beeking diligently to complete our
assessment of the Compasyiternal controls at December 31, 2004 as reduingler SOX 404. We have not yet completed thosesament:
in part because we got off to a much later stamurtesting than many other companies, againtatige concentration of time and effort
required of us and our auditors during the secaifidi 2004. Based on our preliminary evaluatiod &sting of internal controls that we have
completed to date, it is possible that certain @@k or controlled efficiencies identified in aoection with our assessments could be
considered material weaknesses once the final guves have been concluded. Because much of oingestd our auditordesting of control
occurred after year end, rather than during 2004easriginally planned, any exceptions or deficiesdhat were identified could not be
remediated on a retroactive basis to December Bithas the snapshot date to determine your SOXctbdpliance.

Also, as we reported in our amended Form 10-K @&in mid-November, our auditors had identifiexhdterial weaknesses. While we have
been working to remediate those weaknesses, dssilple that when we complete our evaluation astihgg, we may conclude that one or more
of them may not have been sufficiently remediatedfal2/31. Assuming that we do conclude that amch snaterial weaknesses, in fact,
existed at 12/31, the Company and its auditorsmatlbe able to report in the Company’s 2004 10w its internal controls were effective at
12/31. We are working closely with our audit conte®tto monitor the ongoing remediation and prewentif any material weaknesses and
significant deficiencies in the Company’s internahtrols. Operator, we are now ready to turn thieover for Q&A.

QUESTION AND ANSWER

Operator

At this time, | would like to remind everyone inder to ask a question, please press star, thamuthber 1 on your telephone keypad.'ll
pause for just a moment to compile the Q&A rosyeur first question comes from Jim Sullivan witruBential Securities.

Jim Sullivan - Prudential Securities- Analyst

Thank you. Good morning. Terry, just a couple aégfions on th— on the accounting issue briefly. These incentibas— that you cited ir
the release and talked about, | think they wereazherized, and I'm not sure if it was in your coemts or Ed’'s comments, that they were —
they were more common in markets where there wasyapromotional leasing environment. | just wonigwou can tell us, you know, how
back they go, number 1. And number 2, whether tdeeyrred in 1 or 2 markets more, as opposed tovbeall portfolio?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Hey, Jim, it's Ed. Clearly, it's been more recamtlie last 2 to 3 years, if you go back to ‘99, @Q001. It just was — it was more of a
landlord’s market back then. Our Nashville, Richmond, Kar@Gigsoffice markets have held up better than Regdeirampa, Orlando, Charlot
So, | think that you would see it, not in all maskeand heavier in some than others.

Jim Sullivan - Prudential Securities- Analyst

And secondly, in your press release, you addretbse— the assumption that these, that the change inctmuating would have no impact
net income, would have the impact of reducing F&@@] as | understand it, would not have an impatgrims of cash available for distribution.
Is that right? You didn’t address that in the rekea

Terry Stevens -Highwoods Properties Inc.-VP, CFO & Treasurer

Jim, | think tha’s right. The, the lease incentive matter that Westhabout, the amortization of those costs is gdinbe the same.’s just a
guestion of geography in the income statement amhbe sheet of where they are recorded. Now, $iegere going to be recorded as an
element of straight line rent that, does flow tigiointo FFO, so FFO is affected, as | mentionetinbtinet income. And then as we also said,
based upon our current evaluation, we don'’t thivkkrhagnitude of this is going to be material to FF@4 or in the future.

Jim Sullivan - Prudential Securities- Analyst
Okay.



Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Also, since straight line rents are adjusted ouZAD it, shouldn’t affect CAD as well.

Jim Sullivan - Prudential Equity - Analyst
Okay. Very good. Thank you.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
You're welcome

Operator
Your next question comes from Frank Greywitt witbyilBanc.

Frank Greywitt - KeyBanc - Analyst

Good afternoon, guys. | wondering if the— or good morning, rather. | was wondering if theoelld be an impact to G&A that could be hig
than you previously expected.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

From what aspect, Fran

Frank Greywitt - KeyBanc - Analyst
Just the continued audits.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

| wouldr’t say that there would be any material impactirikhclearly, and 's been widely reported that SOX 404 has been a mxdemsive
and time-consuming process than, than probably eoiep or even the audit firms expected when theyest into this process early last year.
But, you know, overall those costs would not beeriat to the Company — any increase in those agstdd not be material.

Frank Greywitt - KeyBanc - Analyst

Okay. In regard to the way yae’ accounting for leases, do you think you mighthave been properly adjusting for the amount e frent the
you gave your tenants, and in fact, that maybe — that that should be included as far as a — thetiva calculation for FAD goes?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

No. Frank, we were properly accounting for the frergt portion in all of our leases. That w't the issue on that part. The issue there was,
when do you begin recording straight line rent?Wéee going by the lease commencement date thatsdsin the lease. But as we looked into
this a little further, we concluded under GAAP ttlia tenant takes possession of the premiseg eamnd that happens sometimes, not that
frequent, but it does happen in some of our legseticularly retail tenants — that under GAAP tthghe point in time that the tenant has the
right to control the space, and that revenue reitiognthat’s when you should begin to record ystraight line rental income. So, but, the
actual free rent portion of our leases has alwagntproperly accounted for.
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

And Jim Sullivan, if you're still listening, thatthat may also speak in part to the response to goestion with regard to the lease incentives.
That component of it with regard to allowing egplyssession prior to lease commencement, the Ighrase of that, clearly, was in Kansas City
and our retail holdings. Sorry, Frank.

Frank Greywitt - KeyBanc - Analyst

Tha''s fine. | guess another question | have as faneseants, or your occupancy improved, as you irtditguite nicely, th— your cash rent
were a little bit — the drop is a little bit high#tran normal. Did you find yourself getting moregeggsive during the quarter?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Frank, | think i’s really driven, as v’'ve said in the past, marl-to-market, submark-to-market, spac-by-space

Frank Greywitt - KeyBanc - Analyst
Okay.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

You know, our philosophy ha't changed over the last couple quarters on getltéads done and \'re being very careful on how we le:
space. | would say it's not a philosophical charigje more what space we leased that particulartqua

Frank Greywitt - KeyBanc - Analyst

Okay. And, | guess, finally, you reiterated guidanit kind of sounded like it was more o— or is that a reiteration of the fundamentals be
your guidance? Or did that include a potential tiggdinancial impact from the accounting adjustm®

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

It's both. I's both.

Frank Greywitt - KeyBanc - Analyst
Okay. Thank you.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome

Operator
Your next question comes from John Stewart withtBrBarney.

John Litt - Smith Barney - Analyst

Hi, it’s Jon Litt here with John Stewart. | just mtad to see if | understand this accounting issuieectly. The letter was sent from the SEC, but
- sorry, from the SEC to the accounting board |aoify ?



Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes.

Jon Litt - Smith Barney - Analyst
— the treatment of these issues, is that right?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Thar's what they say in the letter, yes, Jc

Jon Litt - Smith Barney - Analyst
And what — has there been a response yet?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
I’'m not sure if the AICPA has responded. I't comment

Jon Litt - Smith Barney - Analyst
And but what you're doing is you're — so why aralye- why are you evaluating this now?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Because the letter clarified accounting issuesfarating leases. And when we — when we saw the letter, we looked at it to sebeafé¢
might have any implications to us, and along witih @auditors did, then, identify these 2 matters W talked about.

Jon Litt - Smith Barney - Analyst

Okay. And yor're differentiating from operating from capitaliz— capital leases

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes.

Jon Litt - Smith Barney - Analyst

Okay. And then, so the 2 questions, the 2 poih&s2tissues, one is to do with the lease incernitivinesn’t have anything to do with your
traditional TI's that you spend, is that right?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

That'’s correct.



Jon Litt - Smith Barney - Analyst
And can you describe to me what a lease incergive i

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

It would be such things, John, as if we might adoegrovide or give payments to the tenant to p@jrtmoving costs into the space. Or
sometimes a tenant might still have remaining offigations to their existing landlord, and as mdrthe negotiation, we might say, well, look,
we'll help you with that as an incentive to getrthiato our space. It's those kinds of things, @m/tre not, clearly not — they are only in a
minority of our leases, and not overly significaBtit they have occurred.

Jon Litt - Smith Barney - Analyst

| think someone said that tended to be in thelrasasiets in St. Louis

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Well, no. What | was referring to there, Jonathaas our retail assets, which are located in Ka@sgs We often provide our customers acc
to the space. Where we white box a space, andwkegive possession to them so that they can dimfiiehemselves. And what the custom
have historically been booking or what they arerexting to book right now, is recognition of thefraight line obligation of that rent. And
what we were doing is we weren't starting the gtialine until the lease commenced, as opposechtmwe conveyed possession. So thsepe’
different issues.

Jon Litt - Smith Barney - Analyst

I'm sorry. You're right. So this is the second —athvas 1 issue. The lease incentive was a sepssa

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Right.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
That'’s correct. That's correct.

Jon Litt - Smith Barney - Analyst
Okay. So now on the lease incentive, would your hathey are requiring to do is that you write tingentive off over the life of the lease?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Tha's correct

Jon Litt - Smith Barney - Analyst
And you reduce your straight line rent during thetiod?



Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes.

Jon Litt - Smith Barney - Analyst

Okay.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Basically— you start it earlier. And that way we have mirrocaunting to the less’s accounting

Jon Litt - Smith Barney - Analyst
And prior to that, you were treating it as Tl, ywere capitalizing it, and depreciating it over life of the lease?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes.

Jon Litt - Smith Barney - Analyst
And so, this will clearly reduce FFO as it relateshe straight line reduction.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Tha's correct, but we also d't think, John, that the impact would be mate!

Jon Litt - Smith Barney - Analyst
Because, because these types of incentives wepengasive’

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
That's correct.

Jon Litt - Smith Barney - Analyst

And then on the possession before the lease- so you typically started calculating, or you stdntecording rent in your FFO on the day
lease commenced on a straight line basis?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Thars right.
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Jon Litt - Smith Barney - Analyst

And what they’re requiring you to do now is to starcording rent on the day that they took possessihich is often times before the date of
lease commenced?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

That'’s correct, which would actually have a positimpact on FFO.

Jon Litt - Smith Barney - Analyst
And — although it might —

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

It's nominal, but i— to the degree that the other one runs in one dirgdhis runs in the other direction. Both of theme expect to b
nominal.

Jon Litt - Smith Barney - Analyst

And would you be required to restate historicalisathis on a g-forward?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
We haven't finished the evaluation or the quardifien of the effects yet, John. So we — | can’tvagrsthat question.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
And we had’t said restate. Just to be clear th

Jon Litt - Smith Barney - Analyst
Well, you haven't said restate, but, | mean, yowsdting — what are you waiting for now? You're wag for what your accountants — ?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Well, no, we and our accountants are working incestto go through the files, to be sure that wapprly understand wt’s in this letter ani
how we’ve conducted — how we’ve conducted our antiog for the issues that we’ve described. We —pmint is that we became aware of
this in late February. And, again, | wasn't goimgfice a calendar for thoroughness. | want — htn@ur foundation to be strong and we're
going to take the time we need to get this right.

Jon Litt - Smith Barney - Analyst

And | assume this is a issue that effects most R

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
That we — | can’t speak for other REITSs.
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Jon Litt - Smith Barney - Analyst

And then on your material weaknesses, | don't kifdwmissed this a little bit. You said there we¥areas which were identified prior to year
end?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

There were 4 material weaknesses, John, that veetegpbwhen we filed our amended Form 10-K for 2@@ich that was filed in mid-
November, as you reca

Jon Litt - Smith Barney - Analyst
Right.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
And those were identified by the auditors at tirattin connection with, you know the work that velmsme on the amended filin

Jon Litt - Smith Barney - Analyst
And then—

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
We've already commented on those in our third quagarnings call.

Jon Litt - Smith Barney - Analyst
And so are there other things that 're evaluating now in addition to those

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Well, we're certainly going through the entire axation of SOX 404. And as | indicated in my comnsegbu know, we got a later start than
most, and we haven't finished that work up yetwsodon’t know. We haven't, you know, concluded eualuations on the findings yet.

Jon Litt - Smith Barney - Analyst
So there may be.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
There may be, ye

Jon Litt - Smith Barney - Analyst
You just don't know yet.
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Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes, that's what we said.

Jon Litt - Smith Barney - Analyst
Now, do you think yo'll be able to file the K by the deadline?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

It’s not clear at this time. The-Ks are due on, | think, March 16th this year. If,n@u know, we would avail ourselves of the auttm
extension.

Jon Litt - Smith Barney - Analyst

Right. And the extension would take you through &faB0.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Yes.

Jon Litt - Smith Barney - Analyst

And if you didr't get it done then, then you could file later. h't know if ther¢ s penalties, but | know you cou''t be a shelf filer at the
point, is that right?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

| believe the's correct, John, ye

Jon Litt - Smith Barney - Analyst
Okay. | don't know if — John Stewart, do you havey guestions?

John Stewart - Smith Barney - Analyst

Just quickly, Ed, the, on the Charlotte portfolianderstand you ci’t talk about, you know, wh's in the works at this point, but can you g
us a sense for the bids that fell out from the ioit2firms?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

No, John. As w've discussed before, you know, we just’t want to put any information out, because therem& up negotiating agair
ourselves. We're in negotiations with the best famal top offer, and we hope to be through that badble to disclose something publicly
within the next 6 weeks or so.

John Stewart - Smith Barney - Analyst
Okay. Thank you.
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Jon Litt - Smith Barney - Analyst
Thank you.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome.

Operator
Your next question comes from Susan Berliner widaiBStearns

Susan Berliner -Bear Stearns - Analyst

Hi, good morning. Just a few questions. one wasd wondering if you had spoken with the ratingreges about these accounting issues and
404 issues, and if you could comment on that at all

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Susan, we've been working closely with the ratiggrecies, and as | mentioned in my prepared rembdts,Moody’s and S&P have affirmed,
just this quarter on us. And we gave them a hepdeesterday that this press release was comingdadtwe'll certainly be in conversation
with them later today or this week. But they're agvid was coming out, and we've stayed very clastém with regard to what our plans are
for the Company.

Susan Berliner -Bear Stearns - Analyst

Okay. And question number 2. | know you have sosnetoans coming due at the end of the year. Aréoveesssume that y/ Il probably pay
those off with asset sales?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Thars correct

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Well—

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
The 2 principal loans that comprise about-plus million that have an-plus percent interest rate on them. We anticipajéng those off

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

The othel— Sue this, is Terry. The other term loans, whidhiriit you may be referring, to, which total $120lmit that mature in lat’05. On
the hundred — there’s the larger one for $100 anillias a 1-year extension option. So we could avadelves of that option as well.
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Susan Berliner -Bear Stearns - Analyst

Okay, and is there any update in terms of how ntdnypur assets are unencumbered or what thatdatalunt is, or if you can update us on the
unencumbered NOI?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Well, we can't give you unencumbered NOI, sincehaeen’t reported unencumbered NOIs. But | ddmnk it would be significantly differer
at this time from what we reported at the end ofdflaThe loans that Ed mentioned too, the $70 onilf loans that we're going to be paying
off this year, are secured loans, and we don’nit® refinance those assets. So we will be gengrabme additional unencumbered assets
when those 2 loans get paid off this year.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

And one’s in April. One expires in April and théhet one in August.

Susan Berliner -Bear Stearns - Analyst
Okay. Great. Thank you, very muc

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome.

Operator
Your next question comes from David Fick with Lddggson.

David Fick - Legg Mason - Analyst
Good morning.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Hi, David.

David Fick - Legg Mason - Analyst

| actually have the SEC letter in front of me, &méd a chance to talk to NAREIT this morning abitig. And | want to clarify. | assume tt
since the letter only refers to guidance for thesée, that yové imputing to the lessor all of the standards #natbeing discussed by staff in
letter.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

We — we looked at the guidance that we tho.— that was referred to including technical bullet8-1. And we made our determinatiol
David, in consultation with our auditors, Ernst &hg, in terms of how we should apply some of tHease accounting practices to us.
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David Fick - Legg Mason - Analyst

All right. | don’t want to get too arcane or todarthe technical details, but when | read staff gwnt 3B, it says incentives should be recor:
as deferred rent and amortized as reduction t@ leggense over the lease term. It doesn’t say engy#bout delivery of space.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

The delivery comment is with respect to when yogibelirect — when the lease term begins. It's b it's part of the definition of what
lease term is.

David Fick - Legg Mason - Analyst

And that's in 88-17?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
| believe so, yes

David Fick - Legg Mason - Analyst

Okay. And then the other thing in this letter iattthey have given a fair amount of discretioreimts of how you handle any corrections,
they specifically state that if it's immaterial poior periods, restatement is not required.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

And as | said, we have not finished quantifying ¢fffect yet, so we can’'t comment on —

David Fick - Legg Mason - Analyst
But you have said that you believe it's immaterial?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
I dor’t think it's going to be material to FFO, correct. The netctfdf these adjustments, corre

David Fick - Legg Mason - Analyst

Okay. All right. I'll just leave it there, | guesthen. The restructuring charges, any potentiaktfier your discussion, Ed, of the changes in the
Company'’s forward business plan?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Tell me what you mean by restructuring charges.
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David Fick - Legg Mason - Analyst

You know, if you're going to be, you've said theselothing sacred in terms of people and, you krand, the way you're going to run the
business. Would there be any potential chargesragpas this plan solidifies and you decide, you kneWat changes you're going to make in
your structure’

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Well, we dor't — what | was trying to convey there is that when aedown, we said nothil's sacred. L¢'s ask all the questions about
business and how we conduct our business. And asguhat, you know, anybody who started yesterdagsd’t get to start tomorrow, any
property that we have, let's be sure nobody’sriglin love with a piece of real estate. Anddetssume, just because we did something tha
yesterday, doe’t mean we need to do it that way tomorrow. But ydearly, will have some severance costs in cpsiar office in Charlotte.
When we sell those assets, if we're able to redatahnegotiation with them, but beyond that, hddexpect any substantive restructuring
costs.

David Fick - Legg Mason - Analyst

Is any cost associated with that included in yaudgnce?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
For Charlotte”

David Fick - Legg Mason - Analyst

Yes.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Yes, we said we would have 100 to $300 million Wwart dispositions, and v ve also disclosed what the net G&A savings wouldi@n
annual basis, which is about $500,000 a year.

David Fick - Legg Mason - Analyst
| understand that, but any restructuring costewesance costs

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
No, sir.

David Fick - Legg Mason - Analyst
That's not included in your guidance?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
We dor't expect anything beyond Charlot

David Fick - Legg Mason - Analyst
Okay, but — all right. Are you planning to have #rer call once you do finalize your numbers?
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Absolutely.

David Fick - Legg Mason - Analyst

Okay. And then lastly, can you just comment brigflyyour dividend coverage, maybe you can't do timil you release, but, you know, sort

of your current and forward view on that?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Our current and forward view on that is that wettare to have a large quantity of non-core land Welre disposing of to cover that shortfall.
We sold over $30 million worth this past year. Wayd 60, $70 million worth to sell yet. And we exptcuse proceeds from land sales, non-
core land sales, to cover the dividend as longua®osiness metrics continue to improve.

David Fick - Legg Mason - Analyst

Okay. Thanks a lot.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
Thanks, David.

Operator

Again, to ask a question, please press star, tteenumber one on your telephone keypad. Your naxstipn comes from Keith Mills with
UBS.

Keith Mills - UBS - Analyst

Hi, good morning.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Good morning, Keith

Keith Mills - UBS - Analyst

Question for both Ed and for Terry. This is theasgetaccounting-related issue that the Company ddsdannounce in the last, call it, 8
months. Where are you in terms of personnel arfirggavithin the accounting and finance departmanitlighwoods? | know, | believe it was
Terry, you indicated — or Ed, you indicated backyonr call in November that you had staffed up wod, | think, you had increased staffing
by 40 percent since the end of ‘99. Can you givaruapdate where you are now within the personingbor accounting and finance
department. And if you have overlapping respornisiéd across the accounting and finance persoonake they, in fact, separate, you know,
responsibilities that these individuals are doiwad then, secondly, related to that, where youaaicwhat the likelihood is that you'll keep
Ernst & Young as your auditor?
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Okay. With regard to staffing, | think as we hddstrated, that we were understaffed on the acaogistde. We brought in someone to take
charge with regard to Sarbanes-Oxley. We broughhiassistant controller and some other people to fertify our accounting staff.
Obviously, we brought Terry in December 1 of a y&go to come in and take responsible for all ofamaounting issues, and | think trelieel

a good add to our team. With regard to Ernst & Ypwee continue to work in concert with them so tlvathave a good, clean set of books that
are — that have a transparent reflection of the @amg’s operations to our investors. The fact thathave 2 calls with you all with regard to
accounting issues in the last 8 months, | wouldehepuld be interpreted as, you know, our inteneshaking sure that we’re turning this
Company, and you can only build a company on angtfoundation. And we want to be sure that allabeounting is right. And that's the
objective of the delay of this, is to be sure thatgot to right. I'd much rather put out a releassay we're delaying for a little bit to get this
right than to put out a release and to say we miseenething.

Keith Mills - UBS - Analyst
So it sounds like yc'll probably keep Ernst & Young as your auditorshés point.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
At this point, we are working in concert with E&¥ et through these issues, yes,

Keith Mills - UBS - Analyst

Okay. And both, | guess, Ed and Terry, do you lgense — are there any stones that have not getyet lifted that may, you know, 3 or 6
months from now unveil additional accounting-rethitesues at the Company? Or do you feel comfortadae that you’'ve combed through
everything and that you're confident at this pdhdt we won't have another situation like this) @in the next 3 or 6 months?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Well, certainly if we had any indications now, weldcover them now. We believe that, in connectigth all the work that was done in the
restatement and these 2 things that have poppeashigh are relatively much less significant to wiat talked about before, just to make sure
that's clear, we don’t believe there’s any matesiasignificant items out there. Auditing is not er-accounting is not, you know, something
you can give 100 percent assurance on, but we d@ve a lot of work to evaluate th

Keith Mills - UBS - Analyst

Okay. | understand that, Terry. | just the reason | asked that question is because thedrglith letter is basically a reiteration or fleation

of a requirement that was in place already. Soishé®mething that the Company probably should theaes adhering to already and that wasn’
a new rule or requirement for the Company. So shatly | ask that. The other question is just foilegvup on Jim Sullivan’s question about
CAD, | would think this would impact your CAD becaithis is an expense. It's not related to strdightrents, per se. It's an expense related
to reducing straight line rents and that it woukbaeduce CAD.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

I think in our CAD calculation we adjust for strhigine rents going from FFO to CAD. So we — welbdmut in our definition of CAD.
Whatever straight line rent is, we adjust for.
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Keith Mills - UBS - Analyst

But this is not a — this new adjustment that yobdle to make to straight line rental revenue®isstraight line rents. It's separate from that,
isn'tit? Isn’t an expense or a cost that is nowngelucted from that number?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
I think it — well, we include — I think it will bestraight line rent, as | understand it, yes.

Keith Mills - UBS - Analyst
Okay. So once again, you're saying it should ngiaot CAD?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
This is a no-cash expense. It just do’'t impact cash, so it should not impact C/

Keith Mills - UBS - Analyst

Okay. And then the final question, | guess for Jgis can you share with us the accounting softwlaaie you use within Highwoods for, you
know, accounting, financial reporting, et cetermthkre one package or is it multiple packagesjfssa what are the names of those?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

We have implemented the JD Edwards package seyeaed ago. We have that one package for all oCaunpany and all locations operate
the same general ledger and sub-systems.

Keith Mills - UBS - Analyst
Okay. So it's all JD Edwards.

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer
All JD Edwards, yes

Keith Mills - UBS - Analyst
Thank you, guys. Appreciate it.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Hey, Keith?

Keith Mills - UBS - Analyst

Yes.
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Let me be sure that we've effectively communicatéith you. You know, we have delayed putting outstheumbers because of our
commitment to accuracy and honesty and transparafaayknow, the Company is economically sound. Wl Street Journal article also
referenced 60-plus other retailers that are hatdng- to address this inconclusive of companies Mabonalds and Starbucks and others. This
is a non-cash expense, and we — | just want takeethat everybody understands what we’re doing végard to this delay.

Keith Mills - UBS - Analyst

Understood. Thank you.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome

Operator
Your next question comes from Greg Whyte with Mor§anley.

Greg Whyte -Morgan Stanley - Analyst

Hi, good morning, guys. Just a couple of contiraragion a common theme here. Can you help me uaddrsbw we determine what t
definition of an incentive is versus a tenant inygrment? | mean is this just include costs thatwould have paid to perspective tenants or
rent that you've afforded them?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

Greg, free rent is not what we’'re talking abouteh&¥e’ve always accounted for free rent in our walion of straight line rent correctly. The
lease incentives are just payments that I've intditén my comments where we're paying somethingothan Tls to the tenant as part of the
lease, like the example | gave was sometimes wegfee to pay moving allowances and things like.tAnd they are not really tenant
improvements that relate to the space that'’s bleiaged.

Greg Whyte -Morgan Stanley - Analyst

Okay. Secondly, | mean, this a lot of references here to retail tenants. Tatwektent may some of the, quote, unquote, incestiliat yo’ve
afforded be — have had been given to office tenalatsg the way?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

| think that these incentives have been to bothilrahd office tenants. The reference to retaibeéa little bit clearer, was more toward the

as to which types of tenants tend to take possesdithe space earlier than the lease commencesagmtlt just, it's just a little bit more
common in the retail world for the tenant to wamtake possession to finish the build out of thecsepyou know, a few months or weeks prior
to the point in time that the lease commences.

Greg Whyte -Morgan Stanley - Analyst

Okay. But in theory it, could effect office tenants

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Yes, it could. The dollars, are really more theogftenants, and the early possession is reall tinar retail tenants. Where retailers do their
own TlI.
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Greg Whyte -Morgan Stanley - Analyst

Okay. In your, in your press release last night) seferenced that you would [not audible] of vas@ovenants, et cetera, as a consequence of
the lease accounting changes. Is the issue witB@ 404, is that — | mean, if you domget Sox 404 right as final for this, for rightwmodoes
that have any impact on covenants?

Terry Stevens -Highwoods PropertiesInc. - VP, CFO & Treasurer

No. Theres no, none of the covenants specifically refere3oX 404.

Greg Whyte -Morgan Stanley - Analyst

Okay. Just can you give us a little bit of detaitee 199,00square foot that you just leased in Highwoods Pwesean you talk to us about sc
of the lease details there?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Sure, Greg. Thanks for asking about an operatissak. It's an 11-year lease. The lease will contaén November of this year. It's for
Building I, which if you recall the campus,stbne of the headquarters buildings that they hatiftonts the water. The Tl on it is relativelyi
The total CapEx spend including the commission akasut $2.4 million. Now, the company Syniverse Texbgies, they are a company that
provides services to wireless telecommunicationpames worldwide, and what they primarily do isilitete roaming for subscribers who are
on different networks so that the billing can cones you go from one roaming area to another, &swdhelps with — they also assist with
portability of telephone numbers when you changenfone service another. Their pro forma net incaabdout $30 million for the 9 months
ended.

Greg Whyte -Morgan Stanley - Analyst

Okay. And in terms of the rent rate per square, fpoti may not want to be specific about it, buerehce that against where market is today
how much of an incentive, sorry to use that termydu have to give to them to get them in?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Well, there is a free-rent component, but the lenata was a triple net deal and we're right irelinith where weie been marketing the spac
the 12 to $13 range.

Greg Whyte -Morgan Stanley - Analyst

Okay. You referenced 60 percent of the assets &itlver been sold or leased. If we take just thetaghat, you know, you continue to own t
or that are remaining, what's the occupancy rigiwn

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

What we continue to own, see, we were 640 and agelk 285 over 64

Greg Whyte -Morgan Stanley - Analyst
Okay.
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

45 percent.

Greg Whyte -Morgan Stanley - Analyst

Okay. Okay. Just one other question. The developthahyou announced at the Country Club Plazadeustand is, what, on an adjacent land
parcel, is that correct?

Mike Harris - Highwoods Propertiesinc. - EVP & COO

Greg this, is Mike. That was a joint venture thaisvactually started in ‘03 and delivered in Novendfe04, and that’'s about 285,000 square
feet. It's actually adjacent to the Plaza. And that50-50 JV.

Greg Whyte -Morgan Stanley - Analyst

But it's— is it separate to the Plaza, or in terms of the yaayhold it or is it part of the Plaz:

Mike Harris - Highwoods Propertiesinc. - EVP & COO
It's separate. Because, agai's a joint venture with Copaken Group out of KarnSag.

Greg Whyte -Morgan Stanley - Analyst
Okay. Thanks a lot for your help.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Thank you, Greg

Operator
Your next question comes from Jamie Feldman witidBntial Equity Group.

Jamie Feldman -Prudential Equity Group - Analyst
Thank you, very much, and good morni

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Good morning, Jamie.

Jamie Feldman -Prudential Equity Group - Analyst
How are you? The — can you talk a little bit abatnich sectors are driving your somewhat improveahaed, and is there anything that's
surprising you?
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Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
I'd say it continues to be the professional sewjdmancial, insurance, healthcare, law firms cacting...

Mike Harris - Highwoods Propertiesinc. - EVP & COO

smaller — it's part of what we referenced, Jamgpart of a small business expansion. As you krmowaverage size tenant throughout our
system is in the 5 to 7,000-square-foot-per-tebasts. And that's where we seeing a lot of the growth. Obviously, the Sgnse lease was
exception, given the size of that transaction. \Be'tve seen a fair amount of pent up demand fronsthaller tenants, and they are now
growing, expanding pretty rapidly. So that's whese see it. And it is primarily on the services side

Jamie Feldman -Prudential Equity Group - Analyst

And then, what are these smaller tenant requiterms of TIs? Wh{s important to them

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

Well, we've been running between 9 and $11 a sqieexteon average, in the 10 to 11 percent rangetaf term base rents. You know, for a lot
of the smaller companies that are in place whexg'tth expanding is moving a demising wall. For thdsg tome in, it just varies from spaci
space.

Mike Harris - Highwoods Propertiesinc. - EVP & COO

And we've seen slight average increase in our term oé|essthe longer term you go, typically, you migive a little more on your TIsto g
that term.

Jamie Feldman -Prudential Equity Group - Analyst

Okay. And then in terms of the guidance, what ulyiley assumptions have changed since the lastyoeprovided it"

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Since the last time we provided it? Well, we'rellsepist confirming what we provided in January.

Jamie Feldman -Prudential Equity Group - Analyst

Okay. But it sounded like there was some increabagiges, accounti-related charge:
Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

No, sir.

Jamie Feldman -Prudential Equity Group - Analyst
Nothing. Okay. Thank yot

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome.
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Operator
You have a follow-up question from Keith Mills withBS.

Keith Mills - UBS - Analyst

Hi, yes. Ed, | think you had indicated in your paegd remarks that you had 60 to — or you expedet 70 million in land sales over the
next 3 years. Do have | that number right?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Yes, sir.

Keith Mills - UBS - Analyst
Okay. And is tha— should we assume that t's pretty evenly played out over the next 3 yeah,it; 20 or $22 million a year

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
I'd say it'd be more heavily weighted in the fiisyears.

Keith Mills - UBS - Analyst

Okay.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

And | would want to be sure to emphasize thatatis non-core land holdings.

Keith Mills - UBS - Analyst
Okay. And then, could you share with us what tHeesés, in your opinion, of the total land inventahat Highwoods has at this poir

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Well our — the — what do we have in the supplemlettie@ book value? Market value. The market vatuati$213 million.

Keith Mills - UBS - Analyst
That's core and non-core?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Correct.
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Keith Mills - UBS - Analyst
And then, if you take out the 60 to 70, is therg maining non-core land, or is the rest just airéhat point?

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
Right now we've got it as core, Keith.

Keith Mills - UBS - Analyst
Okay.

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
As we work through it and things change over the Beyears, or we see opportunities to upgradeeepave may do that.

Keith Mills - UBS - Analyst
Okay. Okay. Thanks. | appreciate

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director
You're welcome.

Operator
At this time, there are no further questions. Mitdeh, are there any closing remar!

Ed Fritsch - Highwoods Properties Inc. - President, CEO & Director

| just want to thank everybody for their continueterest, and want to be sure to thank all of @-workers for all their great efforts over t
past year, and particularly this past quarter. \&& $ome excellent operating results to talk ahmfgrtunately, offset by this delay to some
degree with regard to accounting. But it's our catmmant to having things right. And | appreciate gimdy’s time, and we're certainly
available after the call for any questions anybody have. Thank you.

Operator
This concludes today’s conference call. You may dsgonnect.
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