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We refer to Highwoods Properties, Inc. as the “Camyp’ Highwoods Realty Limited Partnership as tRpérating Partnership,” the Compasigommol
stock as “Common Stock” or “Common Shares,” the @any’'s preferred stock as “Preferred Stock” or f@med Shares,” the Operating Partnership’
common partnership interests as “Common Units,” Gperating Partnership’s preferred partnershiprésts as “Preferred Units” and $ervice propertie
(excluding rental residential units and f&ale residential condominiums) to which the Compang/or the Operating Partnership have title an@d.(P¢
ownership rights as the “Wholly Owned PropertidReferences to “we” and “ourhean the Company and the Operating Partnershilgctioely, unless tr
context indicates otherwise.

The Company is a fully-integrated, self-administeesd self-managed equity real estate investmast (fREIT”). The Common Stock is traded on
New York Stock Exchangeé'NYSE”) under the symbol “HIW." The Company conducts virtually all of its activtithrough the Operating Partnership and
sole general partner. The partnership agreementda® that the Operating Partnership will assunte@ay when due, or reimburse the Company for pay
of, all costs and expenses relating to the ownprahd operations of, or for the benefit of, the @fiag Partnership. The partnership agreementdughovide
that all expenses of the Company are deemed tacoered for the benefit of the Operating Partngrshi

ITEM 1. BUSINESS

General

We are one of the largest owners and operatordfiock qroperties in the Southeastern and Midwesténited States. While we also own and ope
industrial and retail properties in three of ourrkeds, our office properties represented 86.5% aftal and other revenues for the year e
December 31, 2010. At December 31, 2010, we:

« wholly owned 295 irservice office, industrial and retail propertiescempassing approximately 27.2 million rentableasgueet, 96 rental residen
units and 26 fc-sale residential condominiurr

« owned an interest (50.0% or less) in 35@rvice office and industrial properties, encomipgsapproximately 5.2 million rentable square femtg
office property under development and 11 acrese€tbpment land, including a 12.5% interest in 4,260 square foot office property owned dire
by the Company and thus is included in the Commargonsolidated Financial Statements, but not ireduth the Operating Partnerstdp’
Consolidated Financial Statemer

« wholly owned 611 acres of undeveloped land, appnaiely 523 acres of which are considered core hg#jidefined as properties expected to be
indefinitely, and which are suitable to develop @pgmately 5.8 million and 2.7 million rentable sua feet of office and industrial space, respebtj
and

« wholly owned two completed but not yet stablilizefice properties encompassing 265,000 square feet.

At December 31, 2010, the Company owned all ofRreferred Units and 71.3 million, or 95.0%, of themmon Units. Limited partners (including «
officer and two directors of the Company) own teenaining 3.8 million Common Units. Generally, thedBating Partnership is obligated to redeem
Common Unit at the request of the holder thereotésh equal to the value of one share of CommocokSiased on the average of the market price i€
trading days immediately preceding the notice @étsuch redemption provided that the Company,sapjittion, may elect to acquire any such Commons
presented for redemption for cash or one shareoafrion Stock. The Common Units owned by the Compaeyot redeemable.

The Company was incorporated in Maryland in 199% Dperating Partnership was formed in North Casoiih 1994. Our executive offices are locate
3100 Smoketree Court, Suite 600, Raleigh, NC 2780d,our telephone number is (919) 872-4924.

Our business is the operation, acquisition andldpweent of rental real estate properties. We opestiice, industrial, retail and residential projes. There
are no material inter-segment transactions. See MNato our Consolidated Financial Statements gumamary of the rental and other revenues, netatipgr
income and assets for each reportable segment.
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In addition to this Annual Report, we file or fushiquarterly and current reports, proxy statementsother information with the Securities and Exaje
Commission (“SEC")All documents that the Company files or furnishethwhe SEC are made available as soon as reasopatiticable free of charge
our website, which is http://www.highwoods.com. Tiheormation on our website is not and should netconsidered part of this Annual Report and it
incorporated by reference in this document. You ralayp read and copy any document that we file ori$h at the public reference facilities of the S&Q.0(
F. Street, N.E., Room 1580, Washington, DC 20548age call the SEC at (800) 78330 for further information about the public refiece facilities. The:
documents also may be accessed through the SB€tadtive data electronic applications on the SB@bsite, which is http://www.sec.gov. In additigoL
can read similar information about us at the offioéthe NYSE at 20 Broad Street, New York, NY 1800

During 2010, the Company filed unqualified Sect®OBA certifications with the NYSE. The Company ahd Operating Partnership have also filec
CEO and CFO cetrtifications required by Sections 80@ 906 of the Sarbanes-Oxley Act of 2002 as ésttit» this Annual Report.

Business and Operating Strategy
Our Strategic Plan focuses on:

« owning high-quality, differentiated real estateedssn the better submarkets in our core markets;
« improving the operating results of our existinggedies through concentrated leasing, asset marageoost control and customer service efforts;

« developing and acquiring office properties infilhand central business district locations thaprove the overall quality of our portfolio and geate
attractive returns over the lc-term for our stockholder:

« selectively disposing of properties no longer cdesed to be core holdings primarily due to locatege, quality and overall strategic fit; and
- maintaining a conservative, flexible balance sheé#t ample liquidity to meet our funding needs @mndwth prospects.

Local Market Leadership . We focus our real estate activities in marketgmgtwe have extensive local knowledge and ownrafgignt amount of asse
We maintain offices in each of our core marketsepx Greenville, SC, which are led by division odfis that have significant real estate experiendéei
respective markets. Our real estate professiomalseasoned and cydested. Our senior leadership team has signifieaperience and maintains impori
relationships with market participants in each of core markets.

Customer Service-Oriented Organization. We provide a complete line of real estate sesvtoeour customers. We believe that ouhouse leasing a
asset management, development, acquisition andraotisn management services allow us to responthéomany demands of our existing and pote
customer base. We provide our customers with dbstieve services such as build$oit construction and space modification, includiegant improvemer
and expansions. In addition, the breadth of ounbdities and resources provides us with markedrimfition not generally available. We believe thagrating
efficiencies achieved through our fully integramganization and the strength of our balance shisetprovide a competitive advantage in retainixigteng
customers and attracting new customers as webtdiag our lease rates and pricing other serviceaddition, our relationships with our customemynfead t
development projects when these customers seekpaoe.

Geographic Diversification . Today, including our various joint ventures, @are portfolio consists of office properties in 8&gh, Tampa, Nashvill
Memphis, Richmond and Orlando, office and indubkpiaperties in Atlanta and Greensboro and retad affice properties in Kansas City. We do not doed
that our operations are significantly dependentnugioy particular geographic market. However, ecdogrowth and employment levels in Florida, Geoj
North Carolina and Tennessee will continue to beartant determinative factors in predicting ouwufet operating result
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Conservative and Flexible Balance SheetWe are committed to maintaining a conservative fiexible balance sheet that allows us to capéalr
favorable development and acquisition opportuniieshey arise. Our balance sheet also allows peosictively assure our existing and prospectivaauer
that we are able to fund tenant improvements aridtaia our properties in good condition.

We expect to meet our liquidity needs through alwoation of:
« cash flow from operating activities;
« borrowings under our credit facilities;
« theissuance of unsecured debt;
« the issuance of secured debt;
« the issuance of equity securities by the Comparti@Operating Partnership; and
« the disposition of non-core assets.
Competition

Our properties compete for customers with similespprties located in our markets primarily on tfasib of location, rent, services provided anc
design, quality and condition of the facilities. Wlso compete with other REITSs, financial instibut, pension funds, partnerships, individual inmesan:
others when attempting to acquire, develop andatperoperties.

Employees
At December 31, 2010, the Company had 397 full-temployees, of which 396 were also employees oOerating Partnership.
ITEM 1A. RISK FACTORS

An investment in our securities involves variousksi Investors should carefully consider the follayvrisk factors in conjunction with the otl
information contained in this Annual Report beftnading in our securities. If any of these risksually occur, our business, operating results, peots an
financial condition could be harmed.

Adverse economic conditions in our markets that neggively impact the demand for office space, such d@sgh unemployment, may result in lowe
occupancy and rental rates for our portfolio, whichwould result in lower operating results. While we own and operate a limited number of stdal,
retail and residential properties, our operatingults depend heavily on successfully leasing aneratipg our office properties. Economic growth
employment levels in Florida, Georgia, North Caraliand Tennessee are and will continue to be impbdeterminative factors in predicting our fu
operating results.

Key components affecting our rental and other reesrinclude average occupancy and rental ratesageeccupancy generally increases during tim
improving economic growth, as our ability to leagp@ce outpaces vacancies that occur upon the Bapgaf existing leases. Average occupancy gely
declines during times of slower or negative ecomogrowth and decreasing office employment becaese yacancies tend to outpace our ability to |
space. In addition, the timing of changes in ocoggaevels tends to lag the timing of changes ierall economic activity and employment levels.
additional information regarding our average oceigyaand rental rate trends over the past five yesams “ltem 2. Properties — Wholly Owned Propelttis
forth in this Annual Report. A further indicator thfe predictability of future revenues is the expddease expirations of our portfolio. As a resaliaddition t«
seeking to increase our average occupancy by pasiment vacant space, we also concentrate osinp&fforts on renewing leases on expiring spboe
more information regarding our lease expiratioeg, ‘dtem 2. Properties — Lease Expiratiosst forth in this Annual Report. Whether or not cemtal revent
tracks average occupancy proportionally depends wgeether rents under new leases signed are highewer than the rents under the previous ledsmser
rental revenues resulting from lower average ocecyar lower rental rates with respect to our sgmaperty portfolio will generally reduce our opéng
results unless offset by the impact of any newlguéred or developed properties or lower variableraping expenses, general and administrative erg
and/or interest expense.
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An oversupply of space in our markets would typicdy cause rental rates and occupancies to decline,aking it more difficult for us to lease spac
at attractive rental rates, if at all . Undeveloped land in many of the markets in whighoperate is generally more readily available lasd expensive than
higher barrier-tcentry markets such as New York, Chicago, Boston,Fancisco and Los Angeles. As a result, evemduimes of positive economic grow
our competitors could construct new buildings tlvatild compete with our properties. Any such ovepdygould result in lower occupancy and rental san
our portfolio, which would have a negative impastour operating results.

In order to maintain the quality of our properties and successfully compete against other propertiesye periodically must spend money t
maintain, repair and renovate our properties, whichreduces our cash flows If our properties are not as attractive to custiadue to physical condition
properties owned by our competitors, we could msstomers or suffer lower rental rates. As a restdtmay from time to time be required to make iicgmnt
capital expenditures to maintain the competitivenefsour properties. There can be no assuranceanlyasuch expenditures would result in higher patiey
or higher rental rates or deter existing custorfrers relocating to properties owned by our compesit

Our operating results and financial condition couldbe adversely affected by financial difficulties eperienced by a major customer, or by a numbe
of smaller customers, including bankruptcies, insalencies or general downturns in businessThe success of our investments and stabilityuofoperation
depend on the financial stability of our customésdefault or termination by a significant custonwer its lease payments to us would cause us tothe
revenue associated with such lease. In the evemto§tomer default or bankruptcy, we may expeéetetays in enforcing our rights as landlord angt maut
substantial costs in protecting our investment sefasing the property. If a customer defaults orieominates a significant lease, we may not be &
recover the full amount of unpaid rent or be abléestise the property for the rent previously ree@j\f at all. These events could reduce our operaiesults.

To relet space to an existing customer or attract aew customer to occupy space, we may incur sigruéint costs in the process, including potential
substantial tenant improvements, broker commissionand lease incentives Approximately 10:5% of our revenues at the beginning of any pdeicyea
are subject to leases that expire by the end ofyber. As a result, in addition to seeking to @a&ge our average occupancy by leasing current vapaoe, w
also concentrate our leasing efforts on renewiagde on expiring space. To entice customers taweristing leases or sign new leases, we may héreshtc
make substantial leasing capital expenditures.difitan, if market rents have declined since timeetithe expiring lease was executed, the terms yhan
lease likely will not be as favorable to us astirens of the expiring lease, thereby reducing émal revenue earned from that space. If our catopgbffel
space at rental rates below current market ratéglow the rental rates we currently charge outceusrs, we may lose existing or prospective custsjrant
we may be pressured to reduce our rental ratesvblose we currently charge or to offer more suii@hrent abatements, tenant improvements,
termination rights and other concessions.

Costs of complying with governmental laws and regakions may reduce our operating results All real property and the operations conductedea
property are subject to federal, state and loaas land regulations relating to environmental priddacand human health and safety. Some of thess ¢au
regulations may impose joint and several liabitity customers, owners or operators for the costs/istigate or remediate contaminated properteggandles
of fault or whether the acts causing the contarionatvere legal. In addition, the presence of hamasdsubstances, or the failure to properly remedizs
substances, may hinder our ability to sell, rertledge such property as collateral for future twoings.

Compliance with new laws or regulations or strictglerpretation of existing laws may require usiriour significant expenditures. Future laws
regulations may impose significant environmentability. Additionally, our customersdperations, operations in the vicinity of our pradjes, such as tl
presence of underground storage tanks, or actwiieinrelated third parties may affect our prapertin addition, there are various local, state #aeral fire
health, lifesafety and similar regulations with which we mayrbquired to comply and that may subject us tailltgkn the form of fines or damages
noncompliance. Any expenditures, fines or damagesnust pay would reduce our operating results. ¢&eg legislation to address climate change «
increase utility and other costs of operating aopprties which, if not offset by rising rental ame, would reduce our net income.
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Discovery of previously undetected environmentallyhazardous conditions may decrease our operating res and limit our ability to make
distributions . Under various federal, state and local environnidates and regulations, a current or previous prigpewner or operator may be liable for
cost to remove or remediate hazardous or toxictanbss on such property. These costs could befisami Such laws often impose liability whethemmt the
owner or operator knew of, or was responsibletfog, presence of such hazardous or toxic substaBoggonmental laws also may impose restrictionghe
manner in which property may be used or businessgsbe operated, and these restrictions may regigréficant expenditures or prevent us from eng
into leases with prospective customers that maynpected by such laws. Environmental laws proviresinctions for noncompliance and may be enfoby
governmental agencies or private parties. CertaMrenmental laws and common law principles coudued to impose liability for release of and expedc
hazardous substances, including asbesbogaining materials. Third parties may seek recoW®m real property owners or operators for peesanjury ol
property damage associated with exposure to reldsszardous substances. The cost of defendingsagd@ims of liability, of complying with environméal
regulatory requirements, of remediating any conteateid property, or of paying personal injury claicosld reduce our operating results.

Our operating results may suffer if costs of operang our properties, such as real estate taxes, uties, insurance, maintenance and other costs, ri
faster than our ability to increase rental revenues While we receive additional rent from our custosnthat is based on recovering a portion of opeg
expenses, increased operating expenses will nefjatimpact our operating results. Our revenueseqmnse recoveries are subject to lortgem leases ai
may not be quickly increased sufficient to recoarrincrease in operating costs and expenses. Fudhe, the costs associated with owning and opeya
property are not necessarily reduced when circumst such as market factors and competition causelwuction in rental revenues from the prop
Increases in same property operating expenses wedltte our operating results unless offset byirttpact of any newly acquired or developed propsrtil
lower general and administrative expenses andferdst expense.

Recent and future acquisitions and development pragrties may fail to perform in accordance with our gpectations and may require renovatiol
and development costs exceeding our estimatéis.the normal course of business, we typically eatd potential acquisitions, enter into raneing letters ¢
intent, and may, at any time, enter into contréatacquire additional properties. Acquired progertinay fail to perform in accordance with our exataon:
due to leasep risk, renovation cost risks and other factansadidition, the renovation and improvement costsnear in bringing an acquired property uj
market standards may exceed our estimates. We otdyawe the financial resources to make suitali@iaitions or renovations on favorable terms aliat

Further, we face significant competition for attree investment opportunities from an indeterminatenber of other real estate investors, inclu
investors with significantly greater capital restes and access to capital than we have, such asstiorand foreign corporations and financial ingitns
publicly-traded and privateliteld REITs, private institutional investment fundsyestment banking firms, life insurance compareéesl pension func
Moreover, owners of office properties may be redatto sell, resulting in fewer acquisition oppaoities. As a result of such increased competitioeh lamitec
opportunities, we may be unable to acquire addifigmoperties or the purchase price of such praggeray be significantly elevated, which may impedt
growth and materially and adversely affect us.

In addition to acquisitions, we periodically coreidieveloping and constructing properties. Rislspeiated with development and construction acs
include:

« the unavailability of favorable construction andd@rmanent financing;
« construction costs exceeding original estimates;
« construction and lease-up delays resulting in exed debt service expense and construction costs; a

« lower than anticipated occupancy rates and rerasretwly completed property causing a propertyeaubprofitable or less profitable than origin
estimated
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Development activities are also subject to riskatirg to our ability to obtain, or delays in oltaig, all necessary zoning, lande, building, occupan
and other required governmental and utility compaumhorizations.

Illiquidity of real estate investments and the taxeffect of dispositions could significantly impede ur ability to sell assets or respond to favorable
adverse changes in the performance of our propertie Because real estate investments are relativetyuitli our ability to promptly sell one or mi
properties in our portfolio in response to changampnomic, financial and investment conditionsinmsited. In addition, we have a significant amoufi
mortgage debt under which we would incur signifiqarepayment penalties if such loans were paidnofonnection with the sale of the underlying restat
assets.

We intend to continue to sell some of our properiiethe future as part of our investment stratgy activities. However, we cannot predict whetlie
will be able to sell any property for the pricecor the terms set by us, or whether the price aerddrms offered by a prospective purchaser woealddzeptab
to us. We also cannot predict the length of timedeel to find a willing purchaser and close the e&ke property.

Certain of our properties have low tax bases radath their estimated current fair values, and edingly, the sale of such assets would generatefiigni
taxable gains unless we sold such properties axaléferred exchange under Section 1031 of thenatdkevenue Code or another tax-free ordeferre
transaction. For an exchange to qualify for deferred treatment under Section 1031, the netepdx from the sale of a property must be held bgsanov
agent until applied toward the purchase of reatestjualifying for gain deferral. Given the competi for properties meeting our investment critetkeere
could be a delay in reinvesting such proceeds. deglgy in using the reinvestment proceeds to acaqdditional income producing assets would redua
operating results.

Because holders of our Common Units, including onef our officers and two of our directors, may suffe adverse tax consequences upon the sale
some of our properties, they may seek to influenags not to sell certain properties even if such a Eawould otherwise be in our best interest Holders o
Common Units may suffer adverse tax consequenaas e sale of certain properties. Therefore, hreldé Common Units, including one of our officered
two of our directors, may have different objectiviean the Company'’s stockholders regarding thegpiate pricing and timing of a propersysale. Althoug
the Company is the sole general partner of the &jpgr Partnership and has the exclusive authaityet! any of our Wholly Owned Properties, officarx
directors who hold Common Units may seek to infaeethe Company not to sell certain properties éf/ench sale might be financially advantageot
stockholders, creditors, bondholders or our busimasa whole or influence the Company to entertaadeferred exchanges with the proceeds of saleh
when such a reinvestment might not otherwise lmiirbest interest.

The value of our joint venture investments could beadversely affected if we are unable to work effeitely with our partners or our partners
become unable to satisfy their financial obligatios. Instead of owning properties directly, we haveame cases invested, and may continue to inves
partner or a casenturer with one or more third parties. Under aertircumstances, this type of investment may lvevoisks not otherwise present, incluc
the possibility that a partner or eenturer might be unable to fund its obligationsrght have business interests or goals incongistgh ours. Also, such
partner or cosenturer may take action contrary to our requestoatrary to provisions in our joint venture agrests that could harm us. If we want to sell
interests in any of our joint ventures or belielvatithe properties in the joint venture shouldddd,sve may not be able to do so in a timely mammext all, an
our partner(s) may not cooperate with our desissch could harm us.

Our insurance coverage on our properties may be irdequate.We carry insurance on all of our properties, inglgdnsurance for liability, fire, windstorms,
floods, earthquakes and business interruptionrémge companies, however, limit coverage againtiioetypes of losses, such as losses due to itsremts,
named windstorms, earthquakes and toxic mold. Theasnay not have insurance coverage, or suffiéiesutrance coverage, against certain types of losses
and/or there may be decreases in the insuranceag®/available. Should an uninsured loss or aitoszcess of our insured limits occur, we coulcla$ or a
portion of the capital we have invested in a proper properties, as well as the anticipated futerenue from the property or properties. If anpof
properties were to experience a catastrophic ibssuld disrupt our operations, delay revenue @sdlt in large expenses to repair or rebuild ttoperty. Suc
events could adversely affect our operating resuitsfinancial condition.
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Our use of debt to finance our operations could hava material adverse effect on our cash flow and dity to make distributions. We are subject
risks associated with debt financing, such as tificiency of cash flow to meet required paymenligdtions, ability to comply with financial raticnd othe
covenants and the availability of capital to refioa existing indebtedness or fund important busimggatives. Increases in interest rates on aurable rat
debt would increase our interest expense. If wedasomply with the financial ratios and other eaants under our credit facilities, we would likelyt be abl
to borrow any further amounts under such faciljtigBich could adversely affect our ability to fuadr operations, and our lenders could acceleratgtanding
debt.

We generally do not intend to reserve funds togetkisting secured or unsecured debt upon matWgymay not be able to repay, refinance or exgary
or all of our debt at maturity or upon any accdiera If any refinancing is done at higher inteneges, the increased interest expense could adyeffect ou
cash flow and ability to pay distributions. Any buefinancing could also impose tighter financatios and other covenants that restrict our abibtyake
actions that could otherwise be in our best inteesch as funding new development activity, maldpgortunistic acquisitions, repurchasing our sigesrol
paying distributions. If we do not meet our mortgdimancing obligations, any properties securinchsimdebtedness could be foreclosed on, which coald
a material adverse effect on our cash flow andtald pay distributions.

From time to time, we depend on our revolving arddcility for working capital purposes and for tis@ortterm funding of our development &
acquisition activity and, in certain instances, tgayment of other debt upon maturity. Our abiiityporrow under the revolving credit facility alatbows us t
quickly capitalize on accretive opportunities abiierm interest rates. If our lenders default undieirtobligations under the revolving credit fagilir we
become unable to borrow additional funds undeffabagity for any reason, we would be required telsalternative equity or debt capital, which cobé&lmort
costly and adversely impact our financial conditifirsuch alternative capital were unavailable, way not be able to make new investments and caale
difficulty repaying other debt.

The Company may be subject to taxation as a regulagorporation if it fails to maintain its REIT statu s, which could also have a material advers
effect on the Company’s stockholders and on the Opating Partnership. The Company is subject to adverse consequendefiisito continue to qualify
a REIT for federal income tax purposes. While tleen@any intends to operate in a manner that withaik to continue to qualify as a REIT, we cannaivide
any assurances that it will remain qualified ashsacthe future, which would have particularly atseeconsequences to the Comparstockholders. Many
the requirements for taxation as a REIT are higbbhnical and complex and depend upon various daatatters and circumstances that may not be &r
within our control. For example, to qualify as alREat least 95.0% of the Compasygross income must come from certain sourcesattgaitemized in tt
REIT tax laws. The fact that the Company holdsuslly all of the assets through the Operating Rastnip and its subsidiaries further complicates
application of the REIT requirements. Even a techinor inadvertent mistake could jeopardize the Gamy's REIT status. Furthermore, Congress ant
Internal Revenue Service (“IRSMight change the tax laws and regulations and ahiet€ might issue new rulings that make it morédift, or impossible, fc
the Company to remain qualified as a REIT. If th@mPany fails to qualify as a REIT, it would be sadtjto federal income tax at regular corporatesrate
would, therefore, have less cash available forstments or payment of principal and interest toaeditors or bondholders. Such events would likedye |
significant adverse effect on our operating resatd financial condition.

Cash distributions reduce the amount of cash that auld otherwise be available for other business pumses, including funding debt maturities o
future growth initiatives. For the Company to maintain its qualification aREIT, it must annually distribute to its stockhalslat least 90% of REIT taxal
income, excluding net capital gains. In additioith@ugh capital gains are not required to be disted to maintain REIT status, capital gains, if,ahat ar
generated as part of our capital recycling progeaensubject to federal and state income tax urgsles gains are distributed to the Comparstockholder
Cash distributions made to stockholders to mainRihT status or to distribute otherwise taxableitedgains limit our ability to accumulate capifal othe:
business purposes, including funding debt matsritiegrowth initiatives.
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Because provisions contained in Maryland law, the @mpany’s charter and its bylaws may have an anti-teeover effect, the Company
stockholders may be prevented from receiving a “camol premium” for the Common Stock. Provisions contained in the Compasigharter and bylaws
well as Maryland general corporation law may havie-mkeover effects that delay, defer or prevent adakr attempt, and thereby prevent stockholdetie
Company from receiving a “control premiurfdr their shares. For example, these provisions defer or prevent tender offers for the Common ISton
purchases of large blocks of the Common Stock, limiting the opportunities for the Compasystockholders to receive a premium for their Comr8tocl
over then-prevailing market prices. These provisimelude the following:

Ownership limit . The Company charter prohibits direct, indirect or construetiownership by any person or entity of more tha%®of the
Company’s outstanding capital stock. Any attempivim or transfer shares of the Compangapital stock in excess of the ownership limiheut the
consent of the Compa’s Board of Directors will be voic

Preferred Stock . The Company charter authorizes its Board of Directors to ésfueferred Stock in one or more classes and ablest the
preferences and rights of any class of Preferredk3ssued. These actions can be taken withouklstdder approval. The issuance of Preferred ¢
could have the effect of delaying or preventing sorre from taking control of the Company, evendhange in control were in our best inter

Maryland control share acquisition statute. Marylands control share acquisition statute applies toGbmpany, which means that persons, en
or related groups that acquire more than 20% ofGbmmon Stock may not be able to vote such exdem®s under certain circumstances if
shares were acquired in one or more transactions approved by at least twhirds of the outstanding Common Stock held
disinterested stockholde!

Maryland unsolicited takeover statute.Under Maryland law, the Company’s Board of Direstoould adopt various artakeover provisions witho
the consent of stockholders. The adoption of suelsures could discourage offers for the Companyake an acquisition of the Company n
difficult, even when an acquisition would be in thest interest of its stockholde

Anti -takeover protections of Operating Partnership agrement . Upon a change in control of the Company, thengaship agreement of t
Operating Partnership requires certain acquirersamtain an umbrella partnership real estate imvest trust structure with terms at least as favle
to the limited partners as are currently in pldéa:. instance, the acquirer would be required t@gmee the limited partnes’right to continue to ha
tax-deferred partnership interests that are redblenfar capital stock of the acquirer. Exceptionsuld require the approval of twbirds of the
limited partners of the Operating Partnership (otihen the Company). These provisions may makeaaggh of control transaction involving

Company more complicated and therefore might deerétze likelihood of such a transaction occurrengn if such a transaction would be in the
interest of the Compa’s stockholders

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES
Wholly Owned Properties

The following table sets forth information abour ®holly Owned Properties:

December 31, 201 December 31, 200!
Percent Percent
Rentable Leased/ Pre- Rentable Leased/ Pre-
Square Feet Leased Square Feet Leased
In-Service:
Office (1) 20,502,00 89.9% 20,445,00 88.6%
Industrial 5,827,001 90.4 6,463,00! 87.4
Retail 853,00( 97.¢ 869,00( 98.C
Total or Weighted Average 27,182,00 90.%96___27,777,00 88.£9
Development:
Completec—Not Stabilized (2)
Office 265,00( 13.4% 301,00( 46.(%
Industrial — — 200,00( 50.C
Total or Weighted Average 265,00( 13 %96 501,00¢ 47 Lo,
Total:
Office 20,767,00 20,746,00
Industrial 5,827,001 6,663,00!
Retail 853,00( 869,00(
Total __27447,00 __28278,00
Q) Includes a 60,000 square foot office property, Whicreflected as development in process in oursGlishated Financial Statemen
2) We consider a development project to be stabiligaoh the earlier of the original projected stahifian date or the date such project is at least
occupied. All of these properties were placed irvise at December 31, 2010 and 2009, respectiadyreflected in our Consolidated Finar

Statements

The following table sets forth the net changegjmase footage in our in-service Wholly Owned Prtipsr

Years Ended December 31
2010 2009 2008
(rentable square feet in thousand:

Office, Industrial and Retail Properties:

Dispositions (1,309 (550) (744
Developments Placed-Service 41z 751 1,38(
Redevelopment/Other (35) a7) (11)
Acquisitions 33€ 22C 13E
Net Change in Square Footage of -Service Wholly Owned Properties (595 404 76C
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The following table sets forth information abour auservice Wholly Owned Properties by segmentlandeographic location at December 31, 2010:

Percentage of Annualized Cash Rental Reveni

Rentable 1)
Market Square Feet Occupancy Office Industrial Retail Total

Raleigh, NC 4,196,001 90.% 16.1% — — 16.1%
Atlanta, GA 5,869,001 90.1 11.C 3. 7% — 14.7
Tampa, FL 2,879,001 90.C 14 — — 14
Nashville, TN 3,096,001 89.¢ 13.2 — — 13.2
Kansas City, MO 1,504,001 91.2 34 — 6.€% 10.C
Memphis, TN 1,920,001 91.C 9.3 — — 9.2
Richmond, VA 2,231,001 93.4 8.7 — — 8.7
Piedmont Triad, NC 4,173,00! 89.4 5.3 2.8 — 8.1
Greenville, SC 898,00( 88.C 3.3 — — 3.3
Orlando, FL 416,00( 85.€ 2.C — — 2.C
Total 27,182,00 90.%9, 86.5o, 6.5 6.€oy 100.(os
Q) Annualized Cash Rental Revenue is cash reatanue (base rent plus additional rent based etetrel of operating expenses, excluding straligiet-

rent) for the month of December 2010 multipliedt2y

The following table sets forth operating informatiabout our in-service Wholly Owned Properties:

Annualized
Cash Rent Pel
Average Square Foot
Occupancy (1)
2006 88.% $ 15.8¢
2007 90.2% $ 16.2%
2008 91.2% $ 17.1¢
2009 88.2% $ 17.5%
2010 88.6% $ 17.4C
Q) Annualized Cash Rent Per Square Foot is cash reswehue (base rent plus additional rent basecherlevel of operating expenses, exclui

straigh-line rent) for the month of December of the resipecyear multiplied by 12, divided by total occupigquare footage
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Customers

The following table sets forth information concexmithe 20 largest customers of our Wholly OwnecpPriies at December 31, 2010:

Percent Weighted
of Total Average
Annualized Annualized Remaining
Rental Cash Rental Cash Rental Lease Term
Customer Square Feet Revenue (1)  Revenue (1) in Years
(in thousands)

Federal Government 1,963,43" $ 41,31t 9.6€% 7.4
AT&T 789,97¢ 14,967 3.5C 3.E
PricewaterhouseCoopers 326,90¢ 8,66: 2.0¢ 2.t
State of Georgia 401,47 7,30C 1.71 6.4
Healthways 290,68¢ 6,70: 1.57 11.€
Metropolitan Life Insurance 296,59¢ 6,16¢ 1.44 7.t
T-Mobile USA 207,51 5,801 1.3€ 3.2
Lockton Companies 170,74 4,90¢ 1.1¢ 2.6
BB&T 318,74« 4,84¢ 1.18 4.1
HCA Corporation 211,41 4,79¢ 1.12 4.4
Syniverse Technologies, Inc. 198,75( 4,19¢ 0.9¢ 6.1
RBC Bank 164,27: 3,91« 0.92 16.2
SCI Services 162,78 3,73t 0.87 6.8
Volvo 298,32: 3,597 0.84 4.C
Fluor Enterprises, Inc. 190,03¢ 3,51z 0.82 1.4
Vanderbilt University 162,28! 3,40¢ 0.8C 5.C
Jacol's Engineering Group, Inc. 181,79« 3,11¢ 0.7 4.4
Lifepoint Corporate Services 147,48¢ 3,037 0.71 5.C
Wells Fargo/Wachovia 112,34¢ 2,76¢ 0.6t 1.7
Icon Clinical Research 102,64 2,49¢ 0.5¢ 5.5
Total 6,698,221 $ 139,25( 32.57 5.8
Q) Annualized Cash Rental Revenue is cash reetanue (base rent plus additional rent based etetrel of operating expenses, excluding straligiet-

rent) for the month of December 2010 multiplied1i2y
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Land Held for Development

We wholly owned 611 acres of development land atebeber 31, 2010. We estimate that we can develppoginately 5.8 million and 2.7 millic
rentable square feet of office and industrial spaespectively, on the 523 acres that we consideg, dongterm holdings for our future development ne
Additionally, we are currently developing 172,0@fuare feet of build-tsuit office space on 11.6 acres of land in oneuwfjoint ventures. Our developm:
land is zoned and available for office and indastievelopment, and nearly all of the land hastytihfrastructure in place. We believe that oumcoercially
zoned and unencumbered land in existing busine&s gaves us a development advantage over othemeooial real estate development companies in mé
our markets.

We consider 88 acres of our wholly owned develognteard at December 31, 2010 to be romme assets that are not necessary for our foreleefedure
development needs. We intend to dispose of suckcamndevelopment land through sales to third padiecontributions to joint ventures. Approximatdly
acres with a net book value of $1.2 million are emdontract to be sold and are included in reatesind other assets, net, held for sale in ous@iniate
Financial Statements at December 31, 2010 and 2009
Other Properties

The following table sets forth information aboutr aiabilized inservice properties in which we own an interest @%®.or less) by segment and
geographic location at December 31, 2010:

Percentage ¢

Annualized
Cash Rental
Rentable Revenue (1)
Market Square Feet  Occupancy Office
Orlando, FL 1,853,00! 84.6% 42.(%
Kansas City, MC(2) 719,00( 83.7 17.5
Atlanta, GA 835,00( 75.C 14.¢
Raleigh, NC 814,00( 93.¢ 11.7
Richmond, VA(3) 413,00( 100.C 8.3
Piedmont Triad, NC 258,00( 42.¢ 1.7
Tampa, FL(4) 205,00( 81.t 2.7
Charlotte, NC 148,00( 100.( 1.2
Total 5,245,00! 83.€0 100.(o4,
Q) Annualized Cash Rental Revenue is cash reetanue (base rent plus additional rent based etetrel of operating expenses, excluding straligiet-
rent) for the month of December 2010 multiplied1i2y
2) Includes a 12.5% interest in a 261,000 sqtmtoffice property owned directly by the Compaand thus is included in the CompasiyConsolidate
Financial Statements, but not included in the OjpegdPartnershi's Consolidated Financial Statemel
3) We own a 50.0% interest in this joint venture whiglconsolidatec
4) We own a 20.0% interest in this joint venture whigleonsolidatec
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Lease Expirations

The following tables set forth scheduled lease raxioins for existing leases at our in-service aohgleted —not stabilized Wholly Owned Properties
December 31, 2010:

Office Properties:

Percentage Percent of

of Leased Annualized
Square Cash Rental
Footage Annualized Cash  Average Annual Revenue

Rentable Square  Representec  Rental Revenue Cash Rental Rate Representec
Feet Subject to by Expiring Under Expiring Per Square Foot by Expiring

Lease Expiring Expiring Leases Leases Leases (1) for Expirations Leases (1)
($ in thousands)

2011(2) 2,340,03! 12.7% $ 46,50¢ $ 19.87 12.5%
2012 2,412,62 13.1 51,04 21.1¢€ 13.7
2013 2,564,71i 13.€ 55,72: 21.7: 15.C
2014 2,429,91i 13.1 50,97: 20.9¢ 13.7
2015 2,173,57 11.¢ 45,71% 21.0% 12.2
2016 1,661,23 9.0 27,80 16.74 7.5
2017 1,198,87! 6.5 22,98( 19.17 6.2
2018 908,13: 4.9 18,85: 20.7¢€ 5.1
2019 682,24 3.7 12,76¢ 18.71 34
2020 392,16° 21 9,41¢ 24.01 2.t
Thereafter 1,710,06: 9.3 30,01¢ 17.5¢ 8.1

18,473,58 100.Go $ 371,790 $ 20.13 100.(o4

Industrial Properties:

Percentage Percent of

of Leased Annualized
Square Cash Rental
Footage Annualized Cash  Average Annual Revenue

RentableSquare  Representec  Rental Revenue Cash Rental Rate Representec
Feet Subject to by Expiring Under Expiring Per Square Foot by Expiring

Lease Expiring Expiring Leases Leases Leases (1) for Expirations Leases (1)
($ in thousands)
2011(3) 819,34( 15.€% $ 457¢ % 5.5¢€ 16.5%
2012 548,70° 10.4 3,192 5.82 115
2013 608,36¢ 11.5 3,601 5.92 13.C
2014 886,78t 16.¢ 4,69( 5.2¢ 16.€
2015 451,29¢ 8.6 2,04( 4,52 74
2016 565,44 10.7 2,26z 4.0C 8.2
2017 208,09¢ 4.0 1,07¢ 5.17 3.2
2018 88,46 1.7 214 2.4z 0.8
2019 176,02: 3.3 677 3.8 24
2020 86,90¢ 1.6 37¢ 4.3t 1.4
Thereafter 828,64t 15.7 5,03( 6.07 18.1
5,268,08! 100.605, $ 27,73¢  $ 5.2€ 100.(o4
Q) Annualized Cash Rental Revenue is cash reatanue (base rent plus additional rent based etetrel of operating expenses, excluding straligiet-

rent) for the month of December 2010 multipliedt2y

2) Includes 139,000 square feet of leases that aeemantl-to-month basis, which represent 0.4% of total annadlzash rental revent
3) Includes 79,000 square feet of leases that arenoordf-to-month basis, which represent less than 0.1% of aotaualized cash rental reven
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Retail Properties:

Percentage Percent of
of Leased Annualized
Square Cash Rental
Footage Annualized Cash  AverageAnnual Revenue
RentableSquare  Representec  Rental Revenue Cash Rental Rate Representec
Feet Subject to by Expiring Under Expiring Per Square Foot by Expiring
Lease Expiring Expiring Leases Leases Leases (1) for Expirations Leases (1)
($ in thousands)
011(2) 96,55¢ 11.€% $ 2,15¢ % 22.3( 7.€%
2012 58,29: 7.C 2,291 39.3( 8.1
2013 67,58 8.1 1,867 27.62 6.€
2014 34,03( 4.1 1,61¢ 47.4¢ 5.7
2015 63,72¢ 7.6 3,14( 49.27 11.1
2016 62,43¢ 7.5 2,722 43.6( 9.7
2017 93,57( 11.2 2,052 21.9¢ 7.3
2018 73,15} 8.8 3,10¢ 42.5C 11.C
2019 96,62« 11.€ 2,91¢ 30.2C 10.4
2020 67,67¢ 8.1 2,09t 30.9¢ 7.4
Thereafter 120,74t 14.4 4,22( 34.9¢ 15.1
834,39¢ 100.0o5 $ 28,18 $ 33.7¢ 100.(os
Total:
Percentage Percent of
of Leased Annualized
Square Cash Rental
Footage Annualized Cash  Average Annual Revenue
RentableSquare  Representec  Rental Revenue Cash Rental Rate Representec
Feet Subject to by Expiring Under Expiring Per Square Foot by Expiring
Lease Expiring Expiring Leases Leases Leases (1) for Expirations Leases (1)
($ in thousands)
2011(3) 3,255,93: 13.2% $ 53,23t $ 16.3¢ 12.5%
2012 3,019,61! 12.2 56,52¢ 18.72 13.2
2013 3,240,66! 13.2 61,18¢ 18.8¢ 142
2014 3,350,73. 13.7 57,27¢ 17.0¢ 13.4
2015 2,688,60! 10.€ 50,891 18.9: 11.€
2016 2,289,11. 9.3 32,78} 14.32 7.7
2017 1,500,54 6.1 26,10¢ 17.4C 6.1
2018 1,069,75! 4.4 22,17t 20.7: 5.2
2019 954,89 3.9 16,36( 17.13 3.8
2020 546,75( 2.2 11,887 21.7¢ 2.8
Thereafter 2,659,46: 10.€ 39,26¢ 14.77 9.2
24,576,06 100.0o5 $ 427,710 $ 17.4C 100.(os
Q) Annualized Cash Rental Revenue is cash reetanue (base rent plus additional rent based etetrel of operating expenses, excluding straligiet-
rent) for the month of December 2010 multiplied1i2y
2) Includes 4,000 square feet of leases that aremarat-to-month basis, which represent less than 0.1% of aotaualized cash rental reven
?3) Includes 222,000 square feet of leases that aeemantl-to-month basis, which represent 0.5% of total annadlizash rental revent
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ITEM 3. LEGAL PROCEEDINGS

We are from time to time a party to a variety @fdeproceedings, claims and assessments aristhg iordinary course of our business. We regulabes
the liabilities and contingencies in connectionhathese matters based on the latest informatioitaé@ For those matters where it is probable thathav:
incurred or will incur a loss and the loss or ranfiéoss can be reasonably estimated, the estinlassds accrued and charged to income in our Ginlasec
Financial Statements. In other instances, becaude ancertainties related to both the probabkeaue and amount or range of loss, a reasonabieatsto
liability, if any, cannot be made. Based on theeotr expected outcome of such matters, none oétpexceedings, claims or assessments is expecteVéo:
material adverse effect on our business, finar@atition, results of operations or cash flows.
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ITEM X. EXECUTIVE OFFICERS OF THE REGISTRANT

The Company is the sole general partner of the &iper Partnership. The following table sets fortfoimation with respect to the Compasigxecutiv
officers:

Name Age Position and Background

Edward J. Fritsch 52 Director, President and OBiecutive Officer.
Mr. Fritsch has been a director since January 200d.Fritsch became our chief executive officed amair o
the investment committee of our board of directorsluly 1, 2004 and our president in December 2B€8r tc
that, Mr. Fritsch was our chief operating officeorfih January 1998 to July 2004 and was a vice peasidn:
secretary from June 1994 to January 1998. Mr.d¥rijsined our predecessor in 1982 and was a paofriba
entity at the time of our initial public offering June 1994. Mr. Fritsch is a member of the Natiésgociatior
of Real Estate Investment Trusts (“NAREIBYard of Governors and chair of its audit commitieest chair ¢
the University of North Carolina Board of Visitorgustee of the North Carolina Symphony, directod
president of the YMCA of the Triangle, director ©&pital Associated Industries, Inc. and membetoaudi
committee and member of Wachovia's Central Regidukisory Board.

Michael E. Harris 61  Executive Vice President &fdef Operating Officer.

Mr. Harris became chief operating officer in JuB02. Prior to that, Mr. Harris was a senior vicegident an
was responsible for our operations in Memphis, Nileh Kansas City and Charlotte. Mr. Harris wageutive
vice president of Crocker Realty Trust prior toriterger with us in 1996. Before joining Crocker Redrust,
Mr. Harris served as senior vice president, genealnsel and chief financial officer of Towerm
Corporation, a privately owned real estate devekrfirm. Mr. Harris is a member of the executieennittee
of the Urban Land Institute Friangle Chapter and is past president of the Laamhighha International Lar
Economics Society.

Terry L. Stevens 62  Senior Vice President ancefdrinancial Officer.

Prior to joining us in December 2003, Mr. Steverssvexecutive vice president, chief financial offieec
trustee for Crown American Realty Trust, a publiElR Before joining Crown American Realty Trt
Mr. Stevens was director of financial systems dgwelent at AlliedSignal, Inc., a large mufi@tiona
manufacturer. Mr. Stevens was also an audit panvith Price Waterhouse for seven years. Mr. Ste
currently serves as trustee, chairman of the A@dimmittee and member of the Investment and Fir
Committee of First Potomac Realty Trust, a publEEIR Mr. Stevens is a member of the American are
Pennsylvania Institutes of Certified Public Accants.

Jeffrey D. Miller 40  Vice President, General Cselnand Secretary.
Prior to joining us in March 2007, Mr. Miller waspartner with DLA Piper US, LLP, where he practicsice
2005. Previously, he was a partner with Alston &BLLP, where he practiced from 1997. He is adrditie
practice in North Carolina. Mr. Miller currentlyrses as lead independent director of Hatteras Einhorp.
a publicly-traded mortgage REI
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF

EQUITY SECURITIES

The following table sets forth high and low stoclces per share reported on the NYSE and dividpadtsper share:

2010 2009
Quarter Ended High Low Dividend High Low Dividend
March 31 $ 33.9¢ $ 27.0¢ $ 042t $ 2741 $ 155 $ 0.42¢
June 3( 33.81 27.51 0.42¢ 26.8¢ 19.7¢ 0.42¢
September 3 33.2¢ 26.2¢ 0.42¢ 34.0¢ 19.3¢ 0.42¢
December 3: 35.3¢ 29.3¢ 0.42¢ 35.2¢ 26.6( 0.42¢

On December 31, 2010, the last reported stock pfcte Common Stock on the NYSE was $ 31.85 pareshand the Company had 1,005 com
stockholders of record. There is no public tradimarket for the Common Units. On December 31, 2@1® Operating Partnership had 116 holders of reof
Common Units (other than the Company). At Decenie2010, there were 71.7 million shares of Comi@tatk outstanding and 3.8 million Common U
outstanding not owned by the Company.

Because the Company is a REIT, the partnershipeagget requires the Operating Partnership to digiilt least enough cash for the Company to b¢
to distribute to its stockholders at least 90.0%REIT taxable income, excluding net capitaingaiSee “Item 1A. Risk FactorsGash distributions reduce
amount of cash that would otherwise be availabetber business purposes, including funding dedtunties or future growth initiatives.”

We generally expect to use cash flows from opegagictivities to fund distributions. The followingdtors will affect such cash flows and, accordig
influence the decisions of the Company’s Board mé&ors regarding distributions:

debt service requirements after taking into accaleftt covenants and the repayment and restructofiegrtain indebtedness and the availabilit
alternative sources of debt and equity capitaltaed impact on our ability to refinance existingbd and grow our busines

scheduled increases in base rents of existingdease

changes in rents attributable to the renewal dteng leases or replacement leases;

changes in occupancy rates at existing propentidsaecution of leases for newly acquired or dgvedioproperties;
operating expenses;

anticipated leasing capital expenditures attribietédnthe renewal of existing leases or replaceresses;
anticipated building improvements; and

expected cash flows from financing and investiniydies.

The following stock price performance graph compdhe performance of our Common Stock to the S&®, 8@ Russell 2000 and the FTSE NAREIT All
Equity REITs Index. The stock price performancepgrassumes an investment of $100 in our Commork$tod the three indices on December 31, 2005 and
further assumes the reinvestment of all divide&dgiity REITs are defined as those that derive rntizaila 75.0% of their income from equity investmenteeal
estate assets. The FTSE NAREIT All Equity REITsebaéhcludes all REITs not designated as Timber RHited on the NYSE, the American Stock
Exchange or the NASDAQ National Market System. Btaice performance is not necessarily indicatif/&ture results.
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Total Return Performance
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For the Period from December 31, 2005 to Decembefl;
Index 2006 2007 2008 2009 2010
Highwoods Properties, Inc. 150.5¢ 113.4: 111.7¢ 145.7: 147.2¢
S&P 500 115.7¢ 122.1¢ 76.9¢ 97.3¢ 111.9¢
Russell 2000 118.3% 116.5!] 77.1¢ 98.11 124.4¢
FTSE NAREIT All Equity REITs Inde: 135.0¢ 113.87 70.91 90.7¢ 116.1:

The performance graph above is being furnishedaasob this Annual Report solely in accordance wita requirement under Rule 13&3)(9) to furnisl
the Companys stockholders with such information and, therefanot deemed to be filed, or incorporated bgmefice in any filing, by the Company or
Operating Partnership under the Securities Act983lor the Securities Exchange Act of 1934.

During 2010, cash dividends on Common Stock tot&ed0 per share, $0.85 of which represented reticapital and $0.44 represented capital gair
income tax purposes. The minimum dividend per sbaf@ommon Stock required for the Company to mainita REIT status was $0.32 per share in 2010.

During the fourth quarter of 2010, the Company éssan aggregate of 3,163 shares of Common Stotbltiers of Common Units in the Opera
Partnership upon the redemption of a like numbeCaimon Units in private offerings exempt from tlegistration requirements pursuant to Section d{
the Securities Act. Each of the holders of CommanitdJwas an accredited investor under Rule 501hefS3ecurities Act. The resale of such shares
registered by the Company under the Securities Act.

The Company has a Dividend Reinvestment and StacthBse Plan (“DRIP"ynder which holders of Common Stock may elect tomatically reinves

their dividends in additional shares of Common ktand make optional cash payments for additionateshof Common Stock. The Company may ele
satisfy its DRIP obligations by issuing additioshhres of Common Stock or causing the DRIP admééstto purchase Common Stock in the open market.
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The Company has an Employee Stock Purchase Plangnirto which employees generally may contribptéou25.0% of their cash compensation fol
purchase of Common Stock. At the end of each threeth offering period, each participaticcount balance, which includes accrued dividesdpplied t
acquire shares of Common Stock at a cost thatiisileted at 85.0% of the average closing pricehenNYSE on the five consecutive days precedindasi
day of the quarter.

Information about the Company’s equity compensafitams and other related stockholder matters igrparated herein by reference to the Company’
Proxy Statement to be filed in connection withaitsiual meeting of stockholders to be held on Mgy2021.

22




(Table of Contents)

ITEM 6. SELECTED FINANCIAL DATA

The operating results of the Company for the yeaded December 31, 2009, 2008, 2007 and 2006 lesrerevised from previously reported amoun
reflect in discontinued operations the operatiargtose properties sold or held for sale whichuiregl discontinued operations presentation. Therinétion ir
the following table should be read in conjunctioitrwthe Company’s audited Consolidated Financiate&hents and related notes and Management’
Discussion and Analysis of Financial Condition &ebults of Operations included herein ($ in thodsaexcept per share data):

Years Ended December 31

2010 2009 2008 2007 2006

Rental and other revenues $ 463,32. $ 450,15: $ 445.26¢ $ 412,68t $ 384,12:
Income from continuing operations $ 7197¢ $ 47,43 $ 38,60¢ $ 50,12¢ $ 28,371
Income from continuing operations available for cormon

stockholders $ 61,48. $ 38,31¢ $ 24,88¢ $ 31,257 $ 8,26¢
Net income $ 72,30 $ 61,69: $ 35,61( $ 97,09t $ 57,521
Net income available for common stockholder $ 61,79C $ 51,77¢ $ 22,08 $ 74,98: $ 34,87¢
Earnings per common share- basic:
Income from continuing operations available for coom stockholder $ 0.8¢ $ 0.5€¢ $ 04z $ 0.5t $ 0.1f
Net income $ 08t $ 0.7¢ $ 037 $ 132 $ 0.64
Earnings per common share- diluted:
Income from continuing operations available for coom stockholder $ 0.8¢ $ 0.5€¢ $ 04z $ 0.5t % 0.1¢
Net income $ 0.8¢ $ 0.7¢ $ 037 $ 131 $ 0.64
Dividends declared and paid per common shar $ 1.7C $ 1.7C $ 1.7C $ 1.7C $ 1.7C

December 31
2010 2009 2008 2007 2006
2,871,83 $ 2,887,10. $ 2,946,17" $ 2,926,95' $ 2,844,85:
1,522,94! $ 1,469,15! $ 1,604,68 $ 1,641,98 $ 1,465,12!
33,11+ $ 37,70¢ $ 34,17: $ 35,077 $ 35,53(

Total assets
Mortgages and notes payal
Financing obligations

@ &~ B
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The operating results of the Operating Partnerfiriphe years ended December 31, 2009, 2008, 2002@06 have been revised from previously rep
amounts to reflect in discontinued operations therations for those properties sold or held foe sethich required discontinued operations presemtaff he
information in the following table should be readconjunction with the Operating Partnershipudited Consolidated Financial Statements ardectinote
and Management’s Discussion and Analysis of Fir@r@ondition and Results of Operations includedime{$ in thousands, except per unit data):

Years Ended December 31

2010 2009 2008 2007 2006

Rental and other revenues $ 463,32: $ 450,15 $ 445,26¢ $ 412,68t $ 384,12:
Income from continuing operations $ 7195. $ 4737 $ 38,48 $ 49387 $ 28,17¢
Income from continuing operations available for coomon

unitholders $ 64,75¢ $ 40,65¢ $ 26,52¢ $ 32,94¢ $ 8,70z
Net income $ 72,27¢ $ 61,64( $ 35,48: $ 94,89t $ 56,91:
Net income available for common unitholders $ 65,08 $ 54,92. $ 23,53( $ 78,45: $ 37,441
Earnings per common unit— basic:
Income from continuing operations available for coom unitholders $ 0.87 $ 057 $ 04z $ 054 $ 0.1f
Net income $ 087 $ 077 $ 037 $ 1.2¢ $ 0.65
Earnings per common unit-— diluted:
Income from continuing operations available for coom unitholders $ 087 $ 057 $ 04z $ 054 % 0.14
Net income $ 087 $ 0.77 $ 037 $ 1.2¢ $ 0.61
Distributions declared and paid per commor
unit $ 1.7C $ 1.7C $ 1.7C $ 1.7C $ 1.7¢C

December 31
2010 2009 2008 2007 2006
2,870,67. $ 2,885,731 $ 2,944,85 $ 2,925,80: $ 2,837,64!
1,552,94! $ 1,469,15! $ 1,604,68 $ 1,641,98 $ 1,464,26!
33,11+ $ 37,70¢ $ 34,17: $ 35,077 $ 35,53(

Total assets
Mortgages and notes payal
Financing obligations

@ &~ B
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company is a fully integrated, self-administieeand selfmanaged equity REIT that provides leasing, managgndevelopment, construction ¢
other customerelated services for our properties and for thiagtips. The Company conducts virtually all of itdiaties through the Operating Partners
The Operating Partnership is managed by the Comptngole general partner. At December 31, 201 0wned or had an interest in 330service office
industrial and retail properties, encompassing @qprately 32.4 million square feet, 96 rental resitial units and 26 fosale residential condominiums, wh
includes a 12.5% interest in a 261,000 squaredtiime property directly owned by the Company andstis included in the CompasyConsolidated Financ
Statements, but not included in the Operating Restiip’s Consolidated Financial Statements. As of that,da¢ also owned or had an interest in develop
land and other properties under development agitedcunder “Iltem 1. Business” and “ltem 2. Projesit We are based in Raleigh, NC, and our prope
and development land are located in Florida, Gegidaryland, Mississippi, Missouri, North Carolirgguth Carolina, Tennessee and Virginia.

You should read the following discussion and analysconjunction with the accompanying Consolidaénancial Statements and related notes cont
elsewhere herein.

DiscLOSURE REGARDING FORWARD-L OOKING STATEMENTS

Some of the information in this Annual Report maytain forwardiooking statements. Such statements include, iticpdar, statements about our ple
strategies and prospects under this section aner e heading “Item 1. Business.” You can idenfiifiward-looking statements by our use of forwhroking
terminology such as “may,” “will,” “expect,” “antipate,” “estimate,” “continue’dr other similar words. Although we believe that @lans, intentions ai
expectations reflected in or suggested by suchdahooking statements are reasonable, we cannot agsurthat our plans, intentions or expectation$ né
achieved. When considering such forwérdking statements, you should keep in mind théowahg important factors that could cause our actaaults t
differ materially from those contained in any foraidooking statement:

« the financial condition of our customers could detate;

« we may not be able to lease or release secondaemespace, defined as previously occupied sgatebecomes available for lease, quickly or ¢
favorable terms as old leas

« we may not be able to lease our newly constructiddibgs as quickly or on as favorable terms agipélly anticipated;

« we may not be able to complete development, adgprisireinvestment, disposition or joint ventur@jpcts as quickly or on as favorable term
anticipated

« development activity by our competitors in our &rig markets could result in an excessive supplgfi€e, industrial and retail properties relatio
customer demant

« our markets may suffer declines in economic growth;
« unanticipated increases in interest rates coulease our debt service costs;
« unanticipated increases in operating expenses cagdtively impact our operating results;

« we may not be able to meet our liquidity requiretaer obtain capital on favorable terms to fund warking capital needs and growth initiatives ¢
repay or refinance outstanding debt upon matuaity

« the Company could lose key executive officers.
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This list of risks and uncertainties, however, & imtended to be exhaustive. You should also vevfee other cautionary statements we makdtent 1A
Business — Risk Factors” set forth in this AnnuapBrt. Given these uncertainties, you should natelundue reliance on forwalabking statements. V'
undertake no obligation to publicly release thailtssof any revisions to these forwdambking statements to reflect any future eventsimumstances or
reflect the occurrence of unanticipated events.

EXECUTIVE SUMMARY

The Company is a fully-integrated, self-administeesd selfmanaged equity REIT and one of the largest ownedsoperators of office, industrial &
retail properties in nine markets in the Southeasted Midwestern United States. Our Strategic Rlanses on:

« owning high-quality, differentiated real estateedssn the better submarkets in our core markets;
« improving the operating results of our existinggedies through concentrated leasing, asset marageoost control and customer service efforts;

« developing and acquiring office properties infilhand central business district locations thaprove the overall quality of our portfolio and geate
attractive returns over the lc-term for our stockholder:

« selectively disposing of properties no longer cdeséd to be core holdings primarily due to locatage, quality and overall strategic fit; and
« maintaining a conservative, flexible balance sheétt ample liquidity to meet our funding needs gndwth prospects.

While we own and operate a limited nhumber of indaktretail and residential properties, our op@gtresults depend heavily on successfully leasim
operating our office properties. Economic growttd amployment levels in Florida, Georgia, North Qiae and Tennessee are and will continue t
important determinative factors in predicting outufe operating results.

The key components affecting our rental and otegemues are average occupancy, rental rates, neslogments placed in service, acquisitions
dispositions. Average occupancy generally increasemg times of improving economic growth, as ability to lease space outpaces vacancies thatr
upon the expirations of existing leases. Averageipancy generally declines during times of slowmmemic growth, when new vacancies tend to outpaic
ability to lease space. Asset acquisitions, digfrs and new developments placed in service dyr@aipact our rental revenues and could impactauarag
occupancy, depending upon the occupancy rate obrbygerties that are acquired, sold or placed imice A further indicator of the predictability éfiture
revenues is the expected lease expirations of @dfofio. As a result, in addition to seeking t@iease our average occupancy by leasing curreantvapact
we also must concentrate our leasing efforts oewarg leases on expiring space. For more informatégarding our lease expirations, skert 2. Propertie
— Lease Expirations.” We expect average occupanbeg slightly higher in 2011 as compared to 2010.

Whether or not our rental revenue tracks averagepancy proportionally depends upon whether remtieunew leases signed are higher or lower the
rents under the previous leases. The average matéaper square foot on second generation rengmhlelet leases signed in our Wholly Owned Prope
compared to the rent under the previous leasegdbas straight line rental rates) was slightly leigin 2010 as compared to 2009. We expect thit
improvement to continue in 2011. The annualizedale®venues from second generation leases sigméngdany particular year is generally less tha®o1d
our total annual rental revenues.

We strive to maintain a diverse, stable and cratfitiy customer base. We have an internal guidelihereby the Company’Board of Directors mt
approve in advance any customer who would accaumnnbre than 3% of our annualized revenues on dqura basis. Currently, no customer account
more than 3% of our annualized revenues other tiatfiederal government, which accounts for 9.7%wfannualized revenues, and AT&T, which accc
for 3.5% of our annualized revenues. See “ltemr@pérties — Customers.”
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Our expenses primarily consist of rental properpenses, depreciation and amortization, generaldnunistrative expenses and interest expense.
time to time, expenses also include impairmentassets held for use. Rental property expensesxpenges associated with our ownership and operaf
rental properties and include expenses that vameadat proportionately to occupancy levels, suckaamsmon area maintenance and utilities, and exg
that do not vary based on occupancy, such as fyoees and insurance. Depreciation and amonbizasi a noreash expense associated with the ownersl
real property and generally remains relatively ¢gteat each year, unless we buy, place in servicelb assets, since we depreciate our propentidselate:
building and tenant improvement assets on a strdiigh basis over a fixed life. General and admiaibte expenses, net of amounts capitalized, cc
primarily of management and employee salaries démer @ersonnel costs, corporate overhead and kEmgihcentive compensation.

We anticipate commencing up to $200 million of rdevelopment in 2011. Any such projects would noplaeed in service until 2012 or beyond. We
anticipate acquiring up to $200 million of new peoies and selling up to $75 million of non-coreerties in 2011.

We intend to maintain a conservative and flexikdéahce sheet that allows us to capitalize on faderdevelopment and acquisition opportunities ag
arise. As of December 31, 2010, our mortgages antelsrpayable represented 41.1% of the undepredistekl value of our assets. We expect this rat
remain under 50% during 2011.

REsuLTSs oF OPERATIONS
Comparison of 2010 to 2009
Rental and Other Revenues

Rental and other revenues from continuing operativere 2.9% higher in 2010 as compared to 2009guiiyrdue to the acquisitions of an office prop
in Memphis, TN in 2010 and an office property imdfza, FL in 2009, the contribution of developmerdparties recently placed in service and slightiyhlei
average occupancy. We expect 2011 rental and otlvenues, adjusted for any discontinued operatimnicrease over 2010 due to slightly higher age
occupancy as a result of slowly improving econoaanditions and the full year contribution of acdpigss closed and development projects deliveretihd
2010.

Operating Expenses

Rental property and other expenses were 1.0% high2010 as compared to 2009 primarily due to @eent acquisition activity and the contributiol
development properties recently placed in senaéfset by lower expenses resulting from managerserghtinuing efforts to reduce operating expensesii
same property portfolio. We expect 2011 rental prigpand other expenses, adjusted for any disaeedimperations, to increase over 2010 due to thgdar
contribution of acquisitions closed and developnpnjects delivered during 2010. Same property atpgg expenses are expected to be slightly high2p1l:
as compared to 2010.

Operating margin, defined as rental and other regeress rental property and other expenses ergressa percentage of rental and other revenua
higher at 64.5% in 2010 as compared to 63.8% ir920@erating margin is expected to be similar ih228s compared to 2010.

Depreciation and amortization was 4.4% higher in@®@s compared to 2009 primarily due to our re@aufuisition activity and the contribution
development properties recently placed in service.

We recorded impairment of assets held for use df 8gllion in 2009 related to four office propegitcated in Winstoigalem, NC. Impairments can ai
from a number of factors; accordingly, there cambeassurances that we will not be required torceadditional impairment charges in the future.

General and administrative expenses were 10.2%r[m2010 as compared to 2009 primarily due to loimeentive compensation, a decrease in the
of marketable securities held under our non-qulifieferred compensation plan, and lower expemeasrhanagemers’continuing efforts to reduce gent
and administrative expenses. We anticipate cortdimeductions in general and administrative expens@911, adjusted for changes in value of marke
securities held under our deferred compensatiam pla
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Other Income

Other income was $3.9 million lower in 2010 as canepl to 2009 primarily due to a decrease in thaevaf marketable securities held under our non-
qualified deferred compensation plan and gainsedbt dxtinguishment and favorable cash settlemeantrefil estate related legal claim in 2009. Wecgate
other income will be slightly higher in 2011 as qmared to 2010 due to the full year impact of irderecome related to seller financing providedhe buyer
of certain non-core assets in 2010.

Interest Expense

Interest expense was 7.6% higher in 2010 as compgar2009 primarily due to lower capitalized intr&om decreased development in process,
average interest rates and higher fees on our eeehving credit facility partially offset by loweaverage debt balances and lower swap interest s&pevk
anticipate interest expense will increase modéstB011 due to slightly higher average debt balarfoem the assumption of debt related to the adiprisof
an office property in Memphis, TN, higher averalpafing interest rates and higher interest expenseur new $200.0 million bank term loan comparedul
$137.5 million term loan that is scheduled to matater in the first quarter of 2011.

Gainson For-Sale Residential Condominiums

In 2010 and 2009, gains on for-sale residentiaoomniums aggregated $0.3 million and $0.9 millimspectively, resulting from sales of majoritymnec
residential condominiums. Our partrerihterest in these gains was $(0.4) million ar@3j(million, respectively, and was recorded ascoairolling interest
in consolidated affiliates. Our partng®stimated economic interest decreased from 14Be@mber 31, 2009 to 7% during the year endedbeee31, 201
due to changes in the projected timing of sales esidted gains resulting in the allocation of aslds the partner's nocentrolling interest. O
December 31, 2010, we acquired our partner’s istei $0.5 million. We have 25 faale residential condominiums as of February 2120e anticipat
these condominiums will be sold over the next 24ths.

Gains on Disposition of Investment in Unconsolidated Affiliates

Gains on disposition of investment in unconsolidaéiliates were $25.3 million higher in 2010 asnpared to 2009 due to the disposition of our &
interests in a series of unconsolidated joint viertuelating to properties in Des Moines, 1A in @01

Discontinued Operations

The Company classified income of $0.3 million aridt.$ million as discontinued operations in 2010 2069, respectively. These amounts relate t
million square feet of office, industrial and rétproperties sold during 2010 and 2009. The $14il8om of income in 2009 includes impairment of $Q
million on certain of these properties and gainglisposition of $21.5 million on certain other b&se properties.
Equity in Earnings of Unconsolidated Affiliates

Equity in earnings of unconsolidated affiliates vds6 million lower in 2010 as compared to 2009 thu¢he disposition of our equity interests in &es
of unconsolidated joint ventures relating to prdiesrin Des Moines, IA in 2010 and our proporti@ahare of a gain on disposition of property in oheui
joint ventures in 2009. Equity in earnings of urealidated affiliates is expected to be lower in R@bmpared to 2010 due to the full year impacthef De:
Moines sale and lower average occupancy in ourirenggjoint ventures.
Comparison of 2009 to 2008
Rental and Other Revenues

Rental and other revenues from continuing operatiware 1.1% higher in 2009 as compared to 2008apifyndue to the contribution of developm

properties placed in service in 2008 and 2009 atiipuisitions of an office property in Memphis, TN2008 and an office property in Tampa, FL in 260
higher average rental rates, partly offset by loseeenues in our same property portfolio from loaeerage occupancy in 2009.
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Operating Expenses

Rental property and other expenses were 1.8% high@009 as compared to 2008 primarily due to atguésition activity and the contribution
development properties placed in service in 20@B2009, partly offset by lower expenses from manege’s efforts to reduce operating expenses in our
property portfolio. The overall reduction in santegerty operating expenses was partly offset bhdrigeal estate taxes and utility rate increases.

Operating margin, defined as rental and other regeress rental property and other expenses ergressa percentage of rental and other revenua
slightly lower at 63.8% in 2009 as compared to &éit 2008.

Depreciation and amortization was 5.9% higher i@28s compared to 2008 primarily due to our actioisiactivity and the contribution of developm
properties placed in service in 2008 and 2009.

We recorded impairment of assets held for use d $#llion and $3.4 million in 2009 and 2008, resipeely, related to four office properties locatier
Winston-Salem, NC.

General and administrative expenses were 3.6% |law2009 as compared to 2008 primarily due to losadaries, benefits and incentive compens
mostly from reduced headcount and lower expenses finsuccessful development projects. Partly dffgpthis decrease was an increase in the val
marketable securities held under our deferred cosgt®n plan and lower capitalization of developtreerd leasing costs.

Other Income

Other income was $5.7 million higher in 2009 as pared to 2008 primarily due to the year-oyerr change in the valuation adjustment of marke
securities held under our non-qualified deferrechpgensation plan, favorable cash settlement of leestaterelated legal claim and gains on the extinguish
of certain outstanding bonds.

Interest Expense

Interest expense was 11.9% lower in 2009 as cordpar®008 primarily due to lower average outstagdioerrowings during 2009 mostly due to
application of proceeds of our sales of Common ISioSeptember 2008 and June 2009 to pay downatebtower average floating interest rates, parfiyed
by lower capitalized interest resulting from desezhdevelopment in process.

Gainson For-Sale Residential Condominiums

In 2009 and 2008, gains on for-sale residentiaoomniums aggregated $0.9 million and $5.6 millimspectively, resulting from sales of majoritynec
residential condominiums and related forfeitureseafnest money deposits. Our partgeiriterest in these gains was $(0.5) million and3$illion,
respectively. Our partnex’estimated economic interest decreased from 23e@mber 31, 2008 to 14% at December 31, 2009adcieanges in the projec
timing of sales and related gains resulting inatecation of a loss to the partner's non-contnglinterest in 2009.

Discontinued Operations
The Company classified income/(loss) of $14.3 willand $(3.0) million as discontinued operation2®09 and 2008, respectively. These amounts
to 2.6 million square feet of office, industrialdaretail properties and 13 rental residential usitkl during 2010, 2009 and 2008. These balanasadie

impairment of $11.0 million and $29.4 million onrtzn of these properties and $21.5 million and.$18illion of gains on disposition of certain ottadrthes:
properties in 2009 and 2008, respectively.
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Net Income Attributable to Noncontrolling Interests in the Operating Partnership; Net Income Attributable to Noncontrolling Interests in Consolidated
Affiliates

The Companys net income attributable to noncontrolling intéseis the Operating Partnership was $1.6 millioghler in 2009 as compared to 2
primarily due to higher income from continuing ogtgons, after preferred equity distributions, af tperating Partnership.

Net income attributable to noncontrolling interestconsolidated affiliates was $2.0 million lowiar2009 as compared to 2008 primarily due to Ic
gains on for-sale residential condominiums.

Dividends on Preferred Equity

Dividends on preferred equity were 31.6% lower®2 as compared to 2008 due to the retirement 2B#%illion of preferred equity in 2008.
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LiQuipiTy AND CAPITAL RESOURCES
Overview
Our goal is to maintain a conservative and flexliddéance sheet with access to multiple source®bf @nd equity capital and sufficient availabilityde
our credit facilities. We generally use rents reedifrom customers to fund our operating expensasital expenditures and distributions. To fundpenby
acquisitions, development activity or building reations and repay debt upon maturity, we may useegticash balances, sell assets, obtain new deli
issue equity. Our debt generally consists of mgregdebt, unsecured debt securities and borrowindsrwur secured and unsecured credit facilities.
Statements of Cash Flows

We report and analyze our cash flows based on tipgractivities, investing activities and financiagtivities. The following table sets forth the obas it
the Company’s cash flows ($ in thousands):

Years Ended December 31

2010 2009 Change

Cash Provided By Operating Activiti $ 190,537 $ 189,12( $ 1,415
Cash (Used In) Investing Activitie (78,155 (61,829 (16,33))
Cash (Used In) Financing Activitit (121,874 (117,359 (4,527
Total Cash Flows $ (9495 % 9.94: $ (19,43

In calculating cash flow from operating activitiepreciation and amortization, which are mash expenses, are added back to net income. essib, e
have historically generated a positive amount afhciiom operating activities. From period to pericdsh flow from operations depends primarily t
changes in our net income, as discussed moredblhye under “Results of Operationstianges in receivables and payables, and net @uslitir decreases
our overall portfolio, which affect the amount @fpeciation and amortization expense.

Cash used in or provided by investing activitiesiegally relates to capitalized costs incurred feasing and major building improvements and
acquisition, development, disposition and jointtuea capital activity. During periods of signifidamet acquisition and/or development activity, oash use
in such investing activities will generally exceesh provided by investing activities, which typlig@onsists of cash received upon the sale of @rigs an
distributions of capital from our joint ventures.

Cash used in or provided by financing activitieneyally relates to distributions, incurrence angagenent of debt and issuances, repurchas
redemptions of Common Stock, Common Units and PeddeStock. As discussed previously, we use a fségmit amount of our cash to fund distributic
Whether or not we have increases in the outstanblialgnces of debt during a period depends genenglbyn the net effect of our acquisition, disposi
development and joint venture activity. We gengrafie our revolving credit facility for working ciggd purposes, which means that during any giveiogein
order to minimize interest expense, we may reciyaificant repayments and borrowings under our kéuag credit facility.

Cash provided by operating activities was $1.4iarilhigher in 2010 as compared to 2009 primarilg thucash rents from recently acquired buildingd
development properties recently placed in senyieetly offset by the impact of dispositions and é&wash rents in our same property portfolio.

Cash used in investing activities was $16.3 milllagher in 2010 as compared to 2009 primarily dweéhigher leasing capital expenditures, hit
acquisitions and lower dispositions in 2010, paoffiget by lower development activities in 2010.

Cash used in financing activities was $4.5 milllagher in 2010 as compared to 2009 primarily dubigbher dividends resulting from a higher numbe
outstanding shares of Common Stock in 2010 fromMay 2009 equity offering.
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Capitalization
The following table sets forth the Company’s cdptdion (in thousands, except per share amounts):

December 31

2010 2009
Mortgages and notes payable, at recorded book $ 1,522,94! $ 1,469,15!
Financing obligations $ 33,11« $ 37,70¢
Preferred Stock, at liquidation value $ 81,59 $ 81,59
Common Stock outstanding 71,69( 71,28¢
Common Units outstanding (not owned by the Comp 3,79¢ 3,891

Per share stock price at year end $ 318t $ 33.3¢
Market value of Common Stock and Common U $ 2,404,16! $ 2,507,12
$

Total market capitalization 404181 $ 4,095,57.

Our mortgages and notes payable represented 37.0% total market capitalization and were compitisé $754.4 million of secured indebtedness w
weighted average interest rate of 6.14% and $76@lBn of unsecured indebtedness with a weighteerage interest rate of 5.35%. At December 31, ;
our outstanding mortgages and notes payable aadding obligations were secured by real estatesasgth an aggregate undepreciated book value @
billion.

Current and Future Cash Needs

Rental and other revenues are our principal soofdands to meet our short-term liquidity requirertee Other sources of funds for shtatm liquidity
needs include available working capital and borngsiunder our existing revolving credit facilitycasecured construction credit facility (which ha&ir$.t
million and $17.9 million of availability, respeeély, at February 2, 2011). Our shtetm liquidity requirements primarily consist of empting expense
interest and principal amortization on our delsfrithutions and capital expenditures, includingding improvement costs, tenant improvement costslaas
commissions. Building improvements are capital £égtmaintain existing buildings not typically redd to a specific customer. Tenant improvementdte
costs required to customize space for the spaudferls of customers. We anticipate that our availeash and cash equivalents and cash provideddraton
activities, together with cash available from bariregs under our credit facilities, will be adequadeneet our short-term liquidity requirements.

Our longterm liquidity uses generally consist of the ratimnt or refinancing of debt upon maturity (incluglimortgage debt, our revolving ¢
construction credit facilities, term loans and othesecured debt), funding of existing and newding development or land infrastructure projectd amding
acquisitions of buildings and development land. iliddally, we may, from time to time, retire someadl of our remaining outstanding Preferred Staokl/o
unsecured debt securities through redemptions, oyeket repurchases, privately negotiated acqoistor otherwise.

We expect to meet our liquidity needs through alwoation of:

« cash flow from operating activities;

« borrowings under our credit facilities;

« theissuance of unsecured debt;

« the issuance of secured debt;

« the issuance of equity securities by the Comparti@Operating Partnership; and

« the disposition of non-core assets.
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Distributions

To maintain its qualification as a REIT, the Companust pay dividends to stockholders that are astl®0.0% of its annual REIT taxable inco
excluding net capital gains. The partnership agergmequires the Operating Partnership to disteilaitleast enough cash for the Company to be alpeay
such dividends. The CompasyREIT taxable income, as determined by the fed@pallaws, does not equal its net income under B8ernlly accepte
accounting principles (“GAAP”)In addition, although capital gains are not reqlib@be distributed to maintain REIT status, cdgtans, if any, are subject
federal and state income tax unless such gaindistréouted to stockholders.

Cash distributions reduce the amount of cash tlatldvotherwise be available for other business @eep, including funding debt maturities or fu
growth initiatives. The amount of future distribris that will be made is at the discretion of tlenpanys Board of Directors. For a discussion of the fes
that will influence decisions of the Board of Ditexs regarding distributions, see “Item 5. Marlat Registrans Common Stock, Related Stockholder Ma
and Issuer Purchases of Equity Securities.”

Financing Activity

Our $400.0 million unsecured revolving credit fagilis scheduled to mature on February 21, 2013 inollides an accordion feature that allows fc
additional $50.0 million of borrowing capacity sabj to additional lender commitments. Assuming wetioue to have three publicly announced ratingm
the credit rating agencies, the interest rate acditfy fee under our revolving credit facility atlsed on the lower of the two highest publicly amte:
ratings. Based on our current credit ratings, tierest rate is LIBOR plus 290 basis points andatireual facility fee is 60 basis points. We exgeatise oL
revolving credit facility for working capital purges and for the shotérm funding of our development and acquisitiorivégt and, in certain instances, :
repayment of other debt. Continuing ability to lmevrunder the revolving credit facility allows usdaickly capitalize on strategic opportunities ho-tern
interest rates. There was $30.0 million and $20i0iom outstanding under our revolving credit fawil at December 31, 2010 and February 2, 2
respectively. At both December 31, 2010 and FelraaR011, we had $0.5 million of outstanding lettef credit, which reduces the availability on
revolving credit facility. As a result, the unuseapacity of our revolving credit facility at Deceert81, 2010 and February 2, 2011 was $369.5 mibioc
$379.5 million, respectively.

Our $70.0 million secured construction facility, efhich $52.1 million was outstanding at DecemberZl0, is scheduled to mature
December 20, 2011. Assuming no defaults have oeduwe have the option to extend the maturity fimt@n additional ongear period. The interest rate
LIBOR plus 85 basis points. This facility had $1m8lion of availability at December 31, 2010 anelifuary 2, 2011.

On February 2, 2011, we obtained a $200.0 millime-year unsecured bank term loan bearing interest®®R plus 220 basis points. The funding of
loan will occur on February 25, 2011 and the prdeesill be used on such date to pay off at matwai§§137.5 million unsecured bank term loan, amotirer
outstanding under our revolving credit facility dod general corporate purposes.

In 2010, we repaid $10.0 million of our $20.0 nafli threeyear unsecured term loan. Additionally, we repdie $5.8 million remaining balance t
outstanding on the mortgage payable secured by@uental residential units to unencumber thesetadsr a planned development project. We incua
penalty of $0.6 million related to this early repsnt, which is included in loss on debt extinguishirin 2010.

We regularly evaluate the financial condition of tenders that participate in our credit facilitiesng publicly available information. Based orstheview
we currently expect our lenders, which are majaaficial institutions, to perform their obligatiomsder our existing facilities.

Covenant Compliance
We are currently in compliance with the covenams ather requirements with respect to our outstapdlebt. Although we expect to remair

compliance with these covenants and ratios foeadtlthe next year, depending upon our future tipgrperformance, property and financing transastian
general economic conditions, we cannot assurehatute will continue to be in compliance.
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Our revolving credit facility and bank terms reguirs to comply with customary operating covenantswarious financial requirements. Upon an eve
default on the revolving credit facility, the lemdehaving at least 66.7% of the total commitmemseu the revolving credit facility can accelerate
borrowings then outstanding, and we could be pitddidfrom borrowing any further amounts under awalving credit facility, which would adversely aff
our ability to fund our operations.

The Operating Partnership has $391.0 million cagyamount of 2017 bonds outstanding and $200.0omitarrying amount of 2018 bonds outstanc
The indenture that governs these outstanding metpsres us to comply with customary operating cewes and various financial ratios. The truste¢he
holders of at least 25% in principal amount of eitleries of bonds can accelerate the principaluatmof such series upon written notice of a deftudt
remains uncured after 60 days.

We may not be able to repay, refinance or exterydoarall of our debt at maturity or upon any accatfien. If any refinancing is done at higher intd
rates, the increased interest expense could adiyeaffect our cash flow and ability to pay distrtmns. Any such refinancing could also impose #g
financial ratios and other covenants that restrigtability to take actions that could otherwiseilbeur best interest, such as funding new deve@yractivity
making opportunistic acquisitions, repurchasingseaurities or paying distributions.

Contractual Obligations

The following table sets forth a summary regarding known contractual obligations, including regdirinterest payments for those items that arees
bearing, at December 31, 2010 ($ in thousands):

Amounts due during years ending December 3:

Total 2011 2012 2013 2014 2015 Thereafter
Mortgages and Notes Payable

Principal payment(1) $ 152294 $ 201,378 $ 22464 $ 27292 $ 34,841 $ 42,008 $ 747,15

Interest payment 382,82¢ 85,52¢ 69,467 61,06: 51,70: 51,33¢ 63,73t
Financing Obligations:

SF-HIW Harborview Plaza, LP financing obligatit 10,23: — — — 10,23: — —

Tax increment financing bor 14,25¢ 1,19: 1,271 1,36¢ 1,46( 1,561 7,402

Capitalized ground lease obligati(2) 1,24( — — — — 1,24( —

Interest on financing obligatiol(3) 5,684 1,04z 962 88C 791 683 1,32¢
Capitalized Lease Obligations 17¢ 12t 42 8 — — —
Purchase Obligations:

Completion contract(4) 8,637 8,637 — — — — —
Operating Lease Obligations:

Operating ground leas 35,757 1,12¢ 1,15(C 1,171 1,19: 1,217 29,89
Other Long Term Obligations:

DLF | obligation 1,38¢ 567 57¢ 245 — — —
Total $ 198314 $ 299590 $ 298,12t $ 337,65: $ 100,22( $ 98,04( $ 849,51.
Q) Does not reflect a o-year extension option related to outstanding ansantour $70.0 million secured construction fagil
2) Assumes that we will exercise our purchase optia20il5. The ground lease contractually extendsutir@022
?3) Does not include interest on the BRA Harborview Plaza, LP financing obligation, whicannot be reasonably estimated for future peridte

interest expense on this financing obligation whad $nillion, $0.8 million and $1.6 million in 2012009 and 2008, respective
4) Relates to payments to be made under current ataficr various development/construction proje
The interest payments due on mortgages and notgableaare based on the stated rates for the fimtd debt and on the rates in effec

December 31, 2010 for the variable rate debt. Th@ghted average interest rate on the fixed andabbrirate debt was 6.43% and 1.51%, respectivé
December 31, 2010. For additional information almutmortgages and notes payable, see Note 6 tGansolidated Financial Statements.
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For additional information about our financing galfions, see Note 8 to our Consolidated Finandgteghents. For additional information about pure
obligations, operating lease obligations and oliweg term obligations, see Note 9 to our Consoéiddtinancial Statements.

Off Balance Sheet Arrangements

We generally account for our investments in less timajority owned joint ventures, partnerships Bmded liability companies using the equity metk
As a result, these joint ventures are not incluiledur Consolidated Financial Statements, othen g investment in unconsolidated affiliates anditggn
earnings of unconsolidated affiliates.

At December 31, 2010, our unconsolidated joint vesg had $672.7 million of total assets and $4®illion of total liabilities. Our weighted avera
equity interest based on the total assets of thesensolidated joint ventures was 34.0%. DuringQ2@hese unconsolidated joint ventures earned $8lon
of aggregate net income, of which our share wa$ #iillion. Additionally, we recorded $2.4 millionf @urchase accounting and other adjustments re
primarily to management and leasing fees in equitgarnings of unconsolidated affiliates. For aiddial information about our unconsolidated joinhttee
activity, see Note 4 to our Consolidated FinanStatements.

At December 31, 2010, our unconsolidated joint uerg had $424.8 million of outstanding mortgaget.d€&he following table sets forth the schedi
maturities of the Company’s proportionate sharthefoutstanding debt of its unconsolidated jointtuges at December 31, 2010 ($ in thousands):

2011 $ 4,12¢
2012 22,90:
2013 23,83(
2014(1) 64,47¢
2015 1,13¢
Thereaftel(2) 34,22¢

$ 150,69

Q) Includes our 22.81% portion of a $38.7 millioortgage payable which is callable at the lerelsdle discretion on either of the following caditels

May 1, 2014, 2019 or 2024, by giving written notatdeast six months prior to the elected call ¢

2) Includes our 12.5% portion of a $10.6 million mergg payable related to an equity method investeedwirectly by the Company, which is inclu
in the Compan’'s Consolidated Financial Statements but not indudehe Operating Partners’s Consolidated Financial Statemei

All of this joint venture debt is norecourse to us except in the case of customarypéros pertaining to such matters as misuse ofgpadvironment:
conditions and material misrepresentations.

During the second quarter of 2010, we sold ourtgquoterests in a series of unconsolidated jointtuees relating to properties in Des Moines, I1Ae
assets in the joint ventures included 1.7 millignare feet of office, 788,000 square feet of indaisand 45,000 square feet of retail propertisswall as 41
apartment units. In connection with the closing,reeeived $15.0 million in cash. We had a negabiwek basis in certain of the joint ventures, priityaas ¢
result of prior cash distributions to the partnéscordingly, we recorded gain on disposition ofeéstment in unconsolidated affiliates of $25.3 imillin the
second quarter of 2010. As of the closing datejdim: ventures had approximately $170 million etsred debt, which was neeeourse to us except (1) in
case of customary exceptions pertaining to masieck as misuse of funds, borrower bankruptcy, unjed transfers, environmental conditions and e
misrepresentations and (2) approximately $9.0 omilbf direct and indirect guarantees. We have beleased by the applicable lenders from all suodctian
indirect guarantees and we have no ongoing lenalglity relating to such customary exceptions tmmecourse liability with respect to most, but ndt af the
debt. The buyer has agreed to indemnify and holthusless from any and all future losses that vif@isas a result of our prior investment in thenjorenture
(other than losses directly resulting from our atemissions). In the event we are exposed tosaof future loss, our financial condition and opiagaresult:
would not be adversely affected unless the buykuits on its indemnification obligation.
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In connection with the disposition of six indusknioperties in Piedmont Triad, NC in the secondrtgr of 2010, we entered into a limited rent gotee
agreement with the buyer relating to an existing,280 square foot lease with one customer, wholé@sed space in the properties for 14 years.
agreement guarantees the payment of rent for am@ppate twoyear period from March 2011 through June 2013 énetent the customer exercises its lirr
termination right. As of December 31, 2010, our imaxm exposure under this rent guarantee agreemasiapproximately $0.7 million. No accrual has |
recorded for this guarantee because we have catthhdt a loss is not probable.

Financing Arrangements
- SF-HIW Harborview Plaza, LP (“Harborview”)

Our joint venture partner in Harborview has théntitp put its 80.0% equity interest in the joinntigre to us in exchange for cash at any time duttie
oneyear period commencing September 11, 2014. Thes\afithe 80.0% equity interest will be determinétha time that our partner elects to exercis@ut
right, if ever, based upon the then fair marketigadf Harborview LPs assets and liabilities, less 3.0%, which amowas imtended to cover the normal cos
a sale transaction. Because of the put option tthisaction is accounted for as a financing tretisa Accordingly, the assets, liabilities and @®ns relate
to Harborview Plaza, the property owned by HartmaLP remain in our Consolidated Financial Statemsien

As a result, we established a financing obligagqoal to the $12.7 million net equity contributgdthe other partner. At the end of each reportiegqal
the balance of the gross financing obligation ifusteéd to equal the greater of the original finagcobligation or the current fair value of the mtior
discussed above. This financing obligation, nep@yments made to our joint venture partner, issidfliby a related valuation allowance account, kvid
being amortized prospectively through Septembe#d 2xlinterest expense on financing obligation. fairevalue of the put option was $10.2 million gbitR.2
million at December 31, 2010 and 2009, respectivitiditionally, the net income from the operatidiefore depreciation of Harborview Plaza allocabléht
80.0% partner is recorded as interest expensenanding obligation. We continue to depreciate ttoperty and record all of the depreciation on cooks. A
such time as the put option expires or is othertésminated, we will record the transaction asriglesale and recognize gain accordingly.

- Tax Increment Financing Bond

In connection with tax increment financing for ctiostion of a public garage related to a wholly edroffice building, we are obligated to pay fi
special assessments over ay2dr period ending in 2019. The net present vafubese assessments, discounted at 6.93% at taptioic of the obligatiol
which represents the interest rate on the undeylpiond financing, is recorded as a financing oltiliga We receive special tax revenues and propen
rebates recorded in interest and other income, lwhie intended, but not guaranteed, to provide Suadpay the special assessments. We acquire
underlying bond in a privately negotiated transacin 2007 (see Note 11 to our Consolidated Firs®@tatements).

- Capitalized Ground Lease Obligation

The capitalized ground lease obligation represantsbligation to the lessor of land on which westarcted a building. We are obligated to make 1
payments to the lessor through October 2022 andetiee provides for fixed price purchase optionthia ninth and tenth years of the lease. We inte
exercise the purchase option in order to prevemcamomic penalty related to conveying the buildmghe lessor at the expiration of the lease. dtepreset
value of the fixed rental payments and purchas®woghrough the ninth year was calculated at tloeption of the lease using a discount rate of 7.1P&
assets and liabilities under the capital leaseezerded at the lower of the present value of mimmease payments or the fair value. The liabditgretes int
interest expense for the difference between trereést rate on the financing obligation and thedipayments. The accretion will continue until trebility
equals the purchase option of the land in the niatr of the lease.
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Interest Rate Hedging Activities

We borrow funds at a combination of fixed and aleéarates. Borrowings under our revolving creddiifty, construction facility and bank term loansa:
interest at variable rates. Our long-term debt,cwhionsists of secured and unsecured tengr financings and the issuance of unsecured skatirities
typically bears interest at fixed rates althougmedoans bear interest at variable rates. Ourdateate risk management objectives are to lingtithpact o
interest rate changes on earnings and cash flod/scalower our overall borrowing costs. To achi¢lvese objectives, from time to time, we enter interes
rate hedge contracts such as collars, swaps, capseasury lock agreements in order to mitigateimerest rate risk with respect to various deistrument:
We do not hold or issue these derivative contrimetrading or speculative purposes. The interats on all of our variable rate debt is generatdlysted at or
or three month intervals, subject to settlementieuthese interest rate hedge contracts. We ateo iato treasury lock or similar agreements frametto time
in order to limit our exposure to an increase iteliest rates with respect to future debt offeridgsDecember 31, 2010, we have no outstanding estemnat:
hedge contracts.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conftymiith GAAP requires us to make estimates andrapsions that affect the reported amounts of a
and liabilities and the disclosure of contingeabliities at the date of the financial statememtd ¢he reported amounts of revenues and expensehe
reporting period. Actual results could differ frar estimates.

The policies used in the preparation of our Codstdéid Financial Statements are described in Nédeolir Consolidated Financial Statements for the
ended December 31, 2010. However, certain of ogmifstant accounting policies contain an increasextl of assumptions used or estimates mau
determining their impact in our Consolidated Finah&tatements. Management has reviewed and detednhe appropriateness of our critical accoul
policies and estimates with the audit committethefCompany’s Board of Directors.

We consider our critical accounting estimates tthiose used in the determination of the reportedusnts and disclosure related to the following:

« Real estate and related assets;

« Impairment of long-lived assets and investmentsnconsolidated affiliates;

« Sales of real estate;

« Rental and other revenues; and

« Allowance for doubtful accounts.

Real Estate and Related Assets

Real estate and related assets are recorded aarmbstated at cost less accumulated depreci®iemovations, replacements and other expenditued
improve or extend the life of assets are capitdliaad depreciated over thastimated useful lives. Expenditures for ordinargintenance and repairs
charged to expense as incurred. Depreciation igpated using the straiglite method over the estimated useful life of 4@rgefor buildings and deprecia
land infrastructure costs, 15 years for buildingpiovements and five to seven years for furnitusdyufes and equipment. Tenant improvements are tec
using the straight-line method over initial fixedrms of the respective leases, which generallyranre three to 10 years.

Expenditures directly related to the developmeit @nstruction of real estate assets are includeet real estate assets and are stated at depdecas!
Development expenditures include m@nstruction costs essential to the developmergroperties, development and construction costgrést costs ¢
qualifying assets, real estate taxes, developmesbpnel salaries and related costs and other iogstsed during the period of development. Inteegxl othe
carrying costs are capitalized until the buildisgréady for its intended use, but not later thae wpear from cessation of major construction activit/e
consider a construction project as substantialipleted and ready for its intended use upon thepéetion of tenant improvements. We cease capititizar

the portion that is substantially completed andupéed or held available for occupancy, and capéalinly those costs associated with the portiorel
construction.
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Expenditures directly related to the leasing ofpemties are included in deferred financing anditepgosts and are stated at amortized cost.
expenditures are part of the investment necessaexéecute leases and, therefore, are classifigdvastment activities in the statement of cash fowll
leasing commissions paid to third parties for neasks or lease renewals are capitalized. Inteznaing costs include primarily compensation, béneiinc
other costs, such as legal fees related to leasitigities, which are incurred in connection withcsessfully securing leases of properties. Capédlieasin
costs are amortized on a straidjhe basis over the initial fixed terms of the resfive leases, which generally are from three tgeldrs. Estimated costs rele
to unsuccessful activities are expensed as incurred

We record liabilities for the performance of assirement activities when the obligation to pemfiosuch activities is unconditional, whether or tie
timing or method of settlement of the obligationyniiee conditional on a future event.

Upon the acquisition of real estate assets, wesasbe fair value of acquired tangible assets sscland, buildings and tenant improvements, intzle
assets such as above and below market leasestatquplace leases, customer relationships and othetifigehnintangible assets and assumed liabilitieg
assess fair value based on estimated cash flowqiajs that utilize discount and/or capitalizatiates as well as available market information. Tetievalue
of the tangible assets of an acquired propertyidensthe value of the property as if it were vacan

The above and below market rate portions of leasgaired in connection with property acquisitions @ecorded in deferred financing and leasing ocox
in accounts payable, accrued expenses and otlditis at their fair value. Fair value is calcigd as the present value of the difference betwipmhe
contractual amounts to be paid pursuant to eagilaice lease and (2) our estimate of fair marketdaates for each correspondingpiace lease, using
discount rate that reflects the risks associatetl thie leases acquired and measured over a peagical ® the remaining term of the lease for abmagke
leases and the initial term plus the term of anlpwenarket fixed rate renewal options for below-keirleases. The capitalized abaverket lease values i
amortized as a reduction of base rental revenuetbeeremaining term of the respective leases haditcrued belownarket lease values are amortized ¢
increase to base rental revenue over the remaleingof the respective leases and any below magkain periods.

In-place leases acquired are recorded at their fhievia deferred financing and leasing costs andaarertized to depreciation and amortization exp
over the remaining term of the respective lease. Vidlue of in-place leases is based on our evaluati the specific characteristics of each custosniease
Factors considered include estimates of carryirsgsoduring hypothetical expected lease-up periagsent market conditions, the custonsectedit quality an
costs to execute similar leases. In estimatingytayrcosts, we include real estate taxes, insurandeother operating expenses and estimates ofelottls &
market rates during the expected leapeperiods, depending on local market conditionsestimating costs to execute similar leases, wesider tena
improvements, leasing commissions and legal aner otiated expenses.

Real estate and other assets are classified adil@ugassets held for use or as Idivgd assets held for sale. Real estate is class#s held for sale wh
the Companys Board of Directors, or its investment committes lapproved the sale of the asset, a legally exdbte contract has been executed an
buyer’s due diligence period has expired.

Impairment of Long-Lived Assets and Investments inUnconsolidated Affiliates

With respect to assets classified as held forifisgents or changes in circumstances (such agnifisant decline in occupancy, identification o&tarially
adverse legal or environmental factors, changauindesignation of an asset to noore which impacts the anticipated holding periodnarket value less th
cost) indicate that the carrying value may be imgzhian impairment analysis is performed. Suchyaiglis generally performed at the property leeakep
when an asset is part of an interdependent grogp ¢éfice park) and consists of determining whetthe asse$ carrying amount will be recovered from
undiscounted estimated future operating and rebithsh flows. These cash flows are estimated basednumber of assumptions that are subject toozoiz
and market uncertainties including, among otheemyahd for space, competition for customers, chaimgesarket rental rates, costs to operate eachepty
and expected ownership periods. For properties ruddgelopment, the cash flows are based on expessedce potential of the asset (group) w
development is substantially complete.
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If the carrying amount of a held for use asset edseahe sum of its undiscounted future operatingrasidual cash flows, an impairment loss is reedror the
difference between estimated fair value of thetamse the carrying amount. We generally estimagefdir value of assets held for use by using distemlicas
flow analysis. In some instances, appraisal infdionamay be available and is used in addition ® discounted cash flow analysis. As the factorsl us
generating these cash flows are difficult to predied are subject to future events that may alterassumptions, the discounted and/or undiscoulitiede
operating and residual cash flows estimated bywwir impairment analyses or those establishedopyagsal may not be achieved and we may be reqto
recognize future impairment losses on our propefed for use.

We record assets held for sale (includingdale residential condominiums) at the lower ofdagying amount or estimated fair value. Fair valfiassel
held for sale is equal to the estimated or cordxhstles price with a potential buyer, less castell. The impairment loss is the amount by whiah carryin
amount exceeds the estimated fair value.

We analyze our investments in unconsolidated afé for impairment. Such analysis consists ofrdeténg whether an expected loss in market valt
an investment is other than temporary by evaluatieglength of time and the extent to which thekatwvalue has been less than cost, the financraditon
and neaterm prospects of the investee, and our intentadnility to retain our investment for a period ohé sufficient to allow for any anticipated recovér
market value. As the factors used in this analgsisdifficult to predict and are subject to futeseents that may alter our assumptions, we may dpaires tc
recognize future impairment losses on our investsmignunconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirement$ufbprofit recognition, the related assets arabliiities are removed from the balance sheet ap
resultant gain or loss is recorded in the periogl tiansaction closes. For sales transactions vatitirming involvement after the sale, if the cootirg
involvement with the property is limited by thertes of the sales contract, profit is recognizechattime of sale and is reduced by the maximum exgos
loss related to the nature of the continuing ineakent. Sales to entities in which we have or recaivinterest are accounted for using partial@aeunting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuirgltement, including put and call provisions, iepent
and account for the transaction as a financingngement, profisharing arrangement, leasing arrangement or otteznate method of accounting, rather 1
as a sale, based on the nature and extent of tiimgimg involvement. Some transactions may haweerous forms of continuing involvement. In thoseas
we determine which method is most appropriate basatie substance of the transaction.

If we have an obligation to repurchase the propattg higher price or at a future indeterminablei@dsuch as fair market value), or we guarante
return of the buyes investment or a return on that investment foreatended period, we account for such transactioa éisancing arrangement. |
transactions treated as financing arrangementseeard the amounts received from the buyer asaméimg obligation and continue to keep the proparts
related accounts recorded in our Consolidated Eiahitatements. The results of operations of tupgrty, net of expenses other than depreciatioe
reflected as interest expense on the financingyatitin. If the transaction includes an obligatisroption to repurchase the asset at a higher paidgitiona
interest is recorded to accrete the liability te tiepurchase price. For options or obligationsefourchase the asset at fair market value at theotedcl
reporting period, the balance of the liability @jwsted to equal the then current fair value togkient fair value exceeds the original financilbdjgation. The
corresponding debit or credit is recorded to ateelaliscount account and the revised discount igri@@ed over the expected term until terminationtha
option or obligation. If it is unlikely such optiosill be exercised, the transaction is accountedifaler the deposit method or prddltaring method. If we ha
an obligation or option to repurchase at a lowareptthe transaction is accounted for as a leamirangement. At such time as a repurchase obligatipires,
sale is recorded and gain recognized.

If we retain an interest in the buyer and providgain rent guarantees or other forms of suppodrevithe maximum exposure to loss exceeds the e
account for such transaction as a profit-sharingreyement. For transactions treated as profitsfarangements, we record a prsfiaring obligation for tt
amount of equity contributed by the other partmet eontinue to keep the property and related adsaaeorded in our Consolidated Financial Statemeétrtie
results of operations of the property, net of exgsnother than depreciation, are allocated to tiner gartner for its percentage interest and refteas “co-
venture expensdh our Consolidated Financial Statements. In fupggods, a sale is recorded and profit is recaghizhen the remaining maximum expo:
to loss is reduced below the amount of gain dederre
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Rental and Other Revenues

Minimum contractual rents from leases are recoghme a straightine basis over the terms of the respective leaBeis. means that, with respect t
particular lease, actual amounts billed in accocdamith the lease during any given period may lgééri or lower than the amount of rental revenuegeizec
for the period. Straight-line rental revenue is coenced when the customer assumes control of teedepremises. Accrued straidime rents receivab
represents the amount by which straitjn- rental revenue exceeds rents currently billedccordance with lease agreements. Contingetdlregvenue, suc
as percentage rent, is accrued when the contingesmeynoved. Termination fee income is recognizedezenue at the later of when the customer haastet
the space or the lease has expired and the folfpeonditions are met: a fully executed lease teation agreement has been delivered; the amouhedee i
determinable; and collectability of the fee is mably assured. Rental revenue reductions relatesbtenancy lease provisions, if any, are accrued
events have occurred that trigger such provisions.

Property operating cost recoveries from custonfenst reimbursements”) are determined on a calepear and a lease-bgase basis. The most comr
types of cost reimbursements in our leases are @ymenea maintenance (“CAM”) and real estate taf@swhich the customer pays its prata share «
operating and administrative expenses and reakestees in excess of a base year. The computatiproperty operating cost recovery income fromtaomer:
is complex and involves numerous judgments, indgdhe interpretation of terms and other custoraasé provisions. Leases are not uniform in dealiiig
such cost reimbursements and there are many esaith the computation. Many customers make moritdyd payments of CAM, real estate taxes and «
cost reimbursement items. We accrue income relatetiese payments each month. We make quarterlpi@cadjustments, positive or negative, to
recovery income to adjust the recorded amountsuo best estimate of the final annual amounts toblled and collected with respect to the «
reimbursements. After the end of the calendar yearcompute each customefinal cost reimbursements and, after considesimgunts paid by the custor
during the year, issue a bill or credit for the rgygpiate amount to the customer. The differencéwden the amounts billed less previously receiveghpent
and the accrual adjustment are recorded as in@easiecreases to cost recovery income when thélilis are prepared, which occurs during thet firalf of
the subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigihe rents receivable and mortgages and notesvaddei are reduced by an allowance for amountsnitagt becom
uncollectible in the future. We regularly evaluttie adequacy of our allowance for doubtful accaufite evaluation primarily consists of reviewingspeu
account balances and considering such factorseasréuit quality of our customer, historical treredghe customer and changes in customer paymans
Additionally, with respect to customers in bankayptwe estimate the probable recovery through hastky claims and adjust the allowance for amc
deemed uncollectible. If our assumptions regardirggcollectability of receivables prove incorregt could experience losses in excess of our alloedoi
doubtful accounts. The allowance and its relatedivable are written-off when we have concludedetie a low probability of collection.
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NoN-GaAP MEASURES - FFO anD NOI

The Company believes that Funds from OperationB@'lf and FFO per share are beneficial to managemeninaedtors and are important indicator
the performance of any equity REIT. Because FFOF4d per share calculations exclude such factodepseciation and amortization of real estate asa®
gains or losses from sales of operating real estasets, which can vary among owners of identisaéta in similar conditions based on historicalt
accounting and useful life estimates, they fad#iteomparisons of operating performance betweeingeand between other REITs. Management belida
historical cost accounting for real estate assetecordance with GAAP implicitly assumes thatyihkie of real estate assets diminishes prediciay time
Since real estate values have historically risetiaben with market conditions, many industry ini@s and analysts have considered the presentaf
operating results for real estate companies thathigtorical cost accounting to be insufficientabstandalone basis. As a result, management bgltbat th
use of FFO and FFO per share, together with theined) GAAP presentations, provide a more complettetstanding of the Comparsyperformance relati
to its competitors and a more informed and appatgtdasis on which to make decisions involving afieg, financing and investing activities.

FFO and FFO per share are mBAAP financial measures and therefore do not remteset income or net income per share as defigeGAAP. Ne
income and net income per share as defined by GaRhe most relevant measures in determining trap@nys operating performance because FFC
FFO per share include adjustments that investogsdeam subjective, such as adding back expensbsasudepreciation and amortization. Furthermor€®
per share does not depict the amount that acciivestld to the stockholderddenefit. Accordingly, FFO and FFO per share shawdder be considered
alternatives to net income or net income per shaii@dicators of the Company’s operating perforreanc

The Company’s presentation of FFO is consistertt WO as defined by the National Association of |IEestate Investment Trusts (“NAREIT\hich i<
calculated as follows:

« Net income/(loss) computed in accordance with GA

« Less dividends to holders of Preferred Stock ass éxcess of Preferred Stock redemption cost @reying value;
« Less net income attributable to noncontrollingiests in consolidated affliates;

o Plus depreciation and amortization of real estasets;

« Less gains, or plus losses, from sales of depriecigterating properties (but excluding impairmersskes) and excluding items that are classifit
extraordinary items under GAAI

« Plus or minus adjustments for unconsolidated pesties and joint ventures (to reflect funds fronexgtions on the same basis); and

« Plus or minus adjustments for depreciation and &ration and gains/(losses) on sales and noncdingohterests in consolidated affiliates, relate
discontinued operation

In calculating FFO, the Company adds back net ircattributable to noncontrolling interests in thge€ating Partnership, which the Company believ
consistent with standard industry practice for RElfat operate through an UPREIT structure. The fizoy believes that it is important to present FFCar
as-converted basis since all of the Common Unitonmed by the Company are redeemable on a onerebasis for shares of its Common Stock.

Other REITs may not define FFO in accordance wighdurrent NAREIT definition or may interpret therent NAREIT definition differently than we do.
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The Company’s FFO and FFO per share are summarizbd following table ($ in thousands, except gleeire amounts):

Years Ended December 31

2010 2009 2008
Per Per Per
Amount Share Amount Share Amount Share
Funds from operations:
Net income $ 72,30 $ 61,69« $ 35,61(
Net (income) attributable to noncontrolling inteeein the Operatin
Partnershig (3,320 (3,199 (1,577
Net (income) attributable to noncontrolling intdeeis consolidated affiliate (48%) (12) (2,047
Dividends on preferred stot (6,709 (6,709 (9,809
Excess of preferred stock redemption/repurchaseoses carrying valu — — (108)
Net income available for common stockhold 61,79C $ 0.8¢ 51,77¢ $ 0.7¢ 22,08 $ 0.37
Add/(Deduct):
Depreciation and amortization of real estate a: 134,05¢ 1.7¢ 128,13( 1.77 120,89( 1.9C
(Gains) on disposition of depreciable proper (74) — (127) — (12¢) —
(Gains) on disposition of investment in unconsdbdaaffiliates (25,330 (0.39 — — — —
Net income attributable to noncontrolling interestthe Operating
Partnershig 3,32( — 3,197 — 1,57 —
Unconsolidated affiliates
Depreciation and amortization of real estate as 10,47 0.14 12,83¢ 0.1¢ 12,75 0.2C
(Gains) on disposition of depreciable proper — — (78)) (0.0)) — —
Discontinued operation
Depreciation and amortization of real estate as 36& — 1,85¢ 0.0¢ 4,78k 0.0¢
(Gains) on disposition of depreciable properties (174) — (21,847) (0.30) (18,48F) (0.29)
Funds from operations $ 184,42¢ $ 244 $ 175,04¢ $ 242 $ 143,47. $ 2.2€
Weighted average shares outstandin(1) 51t 12,07 63,49
Q) Includes assumed conversion of all potentiallytdieiCommon Stock equivalen

In addition, the Company believes net operatingne from continuing operations (“NOI'§nd same property NOI are beneficial to manageraec
investors and are important indicators of the pemémce of any equity REIT. Management believes M@t is a useful supplemental measure of
Companys property operating performance because it prevadgerformance measure of the revenues and expditsetly involved in owning real est
assets and provides a perspective not immediapglgrant from net income or FFO. The Company deftlw®$ as rental and other revenues from contin
operations, less rental property and other expefineas continuing operations. The Company defineaesaroperty NOI as NOI for the Company’sservice
properties that were whollgpwned during the entirety of the periods presen@ither REITs may use different methodologies tauwate NOI and san
property NOI and accordingly the Company’s NOI aache property NOI may not be comparable to othdTRE
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The following table sets forth the Company’s NOtlasame property NOI:

Income from continuing operations before dispositio of property, condominimums and investment ir
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates
Other income
Interest expens
General and administrative expel
Impairment of assets held for L

Depreciation and amortization expel
Net operating income from continuing operations
Less— non same property and other net operating inc

Total same property net operating income from contiuing operations

Rental and other revenu

Rental property and other expen
Total net operating income from continuing operatias

Less- non same property and other net operating inc
Total same property net operating income from confiuing operations

Total same property net operating income from citig operation
Less- straight line rent and lease termination f

Same property cash net operating income from contiing operations
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Years Ended December 31

2010 2009
42477 $ 40,82:
(5,657) (9,549)
93,37: 86,80
32,94¢ 36,68:

— 2,55¢
135,79 130,02t
298,93 287,34
28,14¢ 16,65
270,78 $ 270,69;
463,32. $ 450,15:
164,38t 162,81
298,93 287,34
28,14¢ 16,65
270,78 $ 270,69
270,78 $ 270,69

9,59¢ 1,77¢
261,18( $ 268,91(




(Table of Contents)

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The effects of potential changes in interest ratesdiscussed below. Our market risk discussioludas “forward-looking statementsihd represents
estimate of possible changes in fair value or fitarnings that would occur assuming hypothetidaké movements in interest rates. Actual futuseiits ma
differ materially from those presented. See “ltemManagement’s Discussion and Analysis of FinanCiahdition and Results of Operationd.igquidity anc
Capital Resourcesénd the Notes to Consolidated Financial Statemfemt® description of our accounting policies antlentinformation related to the
financial instruments.

We borrow funds at a combination of fixed and Valearates. Our debt consists of secured and unsgtdongterm financings, unsecured debt securi
loans and credit facilities, which typically beatdrest at fixed rates although some loans bearest at variable rates. Our interest rate riskagamer
objectives are to limit the impact of interest relb@nges on earnings and cash flows and to loweoarall borrowing costs. To achieve these objesti fron
time to time we enter into interest rate hedge ramt$ such as collars, swaps, caps and treasutyalfreements in order to mitigate our interest riste with
respect to various debt instruments. We generallgat hold or issue these derivative contractdrfating or speculative purposes.

At December 31, 2010, we had $1,295.8 million ggatamount of fixed rate debt outstanding. Thénested aggregate fair market value of this de
December 31, 2010 was $1,353.8 million. If interesties had been 100 basis points higher, the aafgrefgir market value of our fixed rate deb
December 31, 2010 would have been approximately0®B@lion lower. If interest rates had been 108ibaoints lower, the aggregate fair market vafueut
fixed rate debt at December 31, 2010 would have beproximately $55.0 million higher.

At December 31, 2010, we had $229.6 million priatipmount of variable rate debt outstanding. Thienesed aggregate fair market value of this de
December 31, 2010 was $227.7 million. If the weightaverage interest rate on this variable rate @iebt been 100 basis points higher or lowe
December 31, 2010, our interest expense relatitigigalebt would have decreased or increased byzippately $2.3 million.

We have no outstanding interest rate hedge cosrtedddecember 31, 2010.

ITEM 8. FINANCIAL STATEMENTS

See page 52 for Index to Consolidated Financidae8tants of Highwoods Properties, Inc. and Highwdealty Limited Partnership.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
GENERAL

The purpose of this section is to discuss our otsitand procedures. The statements in this seotipresent the conclusions of Edward J. Fritsct
Company’s President and Chief Executive OfficerE@@), and Terry L. Stevens, the Company’s Seniaeresident and Chief Financial Officer (“CFQO”).

The CEO and CFO evaluations of our controls andeutares include a review of the controls’ objectiamd design, the controlshplementation by t
and the effect of the controls on the informati@merated for use in this Annual Report. We sedleatify data errors, control problems or actsratifl an
confirm that appropriate corrective action, inchgliprocess improvements, is undertaken. Our can&otl procedures are also evaluated on an ongesig
by or through the following:

« activities undertaken and reports issued by emplownd third parties responsible for testing otarimal control over financial reporting;

« quarterly sub-certifications by representativesrfrappropriate business and accounting functiorsupport the CEO’s and CF®gevaluations of o
controls and procedure

« other personnel in our finance and accounting argdion;
« members of our internal disclosure committee; and
« members of the audit committee of the Company’sr@oé Directors.

We do not expect that our controls and proceduiprevent all errors and all fraud. A control $s®, no matter how well conceived and operated
provide only reasonable, not absolute, assuraratetth objectives of the control system are metthen, the design of controls and procedures nefiat the
fact that there are resource constraints, and eénefits of controls must be considered relativéh&r costs. Because of the inherent limitationslincontro
systems, no evaluation of controls can provide labsassurance that all control issues and inssan€draud, if any, have been detected. These @t
limitations include the realities that judgments dacisionmaking can be faulty and that breakdowns can obawmause of a simple error or mist:
Additionally, controls can be circumvented by tinelividual acts of some persons, by collusion of wvomore people, or by management override o
control. The design of any system of controls &sleased in part upon certain assumptions aboutkigléhood of future events, and there can be ssueanc
that any design will succeed in achieving its stajeals under all potential future conditions.

MANAGEMENT 'S ANNUAL REPORT ON THE COMPANY 'S INTERNAL CONTROL OVER FINANCIAL REPORTING
The Company is required to establish and maintafarmal control over financial reporting designedprovide reasonable assurance regardin
reliability of financial reporting and the prepacst of financial statements for external purposesécordance with GAAP. Internal control over fiog
reporting includes those policies and proceduras th

« pertain to the maintenance of records that in measle detail accurately and fairly reflect trangatg and dispositions of assets;

« provide reasonable assurance that transaction®eeneded as necessary to permit preparation ofidiahstatements in accordance with GAAP,
that receipts and expenditures are being madeiomgcordance with authorizations of managementdedtors; anc

« provide reasonable assurance regarding preventidimely detection of unauthorized acquisition, usedisposition of assets that could ha
material effect on the financial stateme

Under the supervision of the Company’s CEO and Gk©conducted an evaluation of the effectivenesh®fCompanys internal control over financ

reporting at December 31, 2010 based on the critestablished in Internal Control 4ategrated Framework issued by the Committee ofnSpong
Organizations of the Treadway Commission.
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We have concluded that, at December 31, 2010, tap@nys internal control over financial reporting waseeffve. Deloitte & Touche LLP, o
independent registered public accounting firm,ikased their attestation report, which is inclutetbw, on the effectiveness of the Comparipternal contrc
over financial reporting at December 31, 2010.

M ANAGEMENT 'S ANNUAL REPORT ON THE OPERATING PARTNERSHIP'S INTERNAL CONTROL OVER FINANCIAL REPORTING

The Operating Partnership is also required to &skaland maintain internal control over financiaborting designed to provide reasonable assu
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with GAAP.

Under the supervision of the Company’s CEO and GF®©¢onducted an evaluation of the effectivenesh@®fOperating Partnershipinternal control ov
financial reporting at December 31, 2010 basecdherctiteria established in Internal Control lrtegrated Framework issued by the Committee ohSpon¢
Organizations of the Treadway Commission.

We have concluded that, at December 31, 2010, gegafing Partnership’internal control over financial reporting waseetfve. SEC rules do not reqt
us to obtain an attestation report of Deloitte &i@loe LLP on the effectiveness of the Operatingrieaship’s internal control over financial reporting
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Highwoods Properties, Inc.
Raleigh, North Carolina

We have audited the internal control over financgdorting of Highwoods Properties, Inc. and subsies (the "Company") as of December 31, 2
based on criteria establishedlitiernal Control — Integrated Frameworksued by the Committee of Sponsoring Organizatafrthe Treadway Commissic
The Company's management is responsible for maintpieffective internal control over financial reping and for its assessment of the effectivend
internal control over financial reporting, includéd the accompanying Management’s Annual Reporthen Companys Internal Control Over Financ
Reporting. Our responsibility is to express an agiron the Company's internal control over finahg@gorting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightq&/nited States). Those standards require
we plan and perform the audit to obtain reasonabsirance about whether effective internal cormtvel financial reporting was maintained in all nnit
respects. Our audit included obtaining an undedétanof internal control over financial reportiregsessing the risk that a material weakness etésting an
evaluating the design and operating effectivendsmternal control based on the assessed risk, parébrming such other procedures as we consii
necessary in the circumstances. We believe thaawadit provides a reasonable basis for our opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvifi the company's principal executive and ppal
financial officers, or persons performing similam€tions, and effected by the company's board @ ctbrs, management, and other personnel to pr
reasonable assurance regarding the reliabilitynafcial reporting and the preparation of finanstatements for external purposes in accordandegeierall
accepted accounting principles. A company's intezoatrol over financial reporting includes thosgligies and procedures that (1) pertain to the teasnc
of records that, in reasonable detail, accuratetfairly reflect the transactions and dispositiofishe assets of the company; (2) provide readeredsuranc
that transactions are recorded as necessary tatgaeparation of financial statements in accordganith generally accepted accounting principlesl #ra
receipts and expenditures of the company are basme only in accordance with authorizations of ngan@ent and directors of the company; and (3) pe
reasonable assurance regarding prevention or tidetiction of unauthorized acquisition, use, opasition of the company's assets that could havataria
effect on the financial statements.

Because of the inherent limitations of internal tcoihover financial reporting, including the posétp of collusion or improper management overriof
controls, material misstatements due to errorawdrmay not be prevented or detected on a timeig balso, projections of any evaluation of theeeffvenes
of the internal control over financial reportingftdgure periods are subject to the risk that thetrmds may become inadequate because of changesititions
or that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fic&l reporting as of December 31, 2010, baseche
criteria established imternal Control — Integrated Framewoitsued by the Committee of Sponsoring Organizatidrise Treadway Commission.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@dnited States), the consolidated finar
statements and financial statement schedules asdofor the year ended December 31, 2010 of thep@oynand our report dated February 9, 2011 exm
an unqualified opinion on those financial stateraemtd financial statement schedules.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 9, 2011
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CHANGES IN INTERNAL CoNTROL OVER FINANCIAL REPORTING

There were no changes in the Companiiternal control over financial reporting duritige fourth quarter of 2010 that materially affected are
reasonably likely to materially affect, the Comparipternal control over financial reporting. Thevere also no changes in the Operating Partnesshifgrna
control over financial reporting during the fourtjuarter of 2010 that materially affected, or arasmably likely to materially affect, the Opera
Partnership’s internal control over financial retpay.

DiscLosurRe CONTROLS AND PROCEDURES

SEC rules also require us to maintain disclosurgrots and procedures that are designed to enBateértformation required to be disclosed in oura
and periodic reports filed with the SEC is recordesbcessed, summarized and reported within the fieriods specified in the SECtules and forms. #
defined in Rule 1345(e) under the Exchange Act, disclosure controts grocedures include, without limitation, contralsd procedures designed to en
that information required to be disclosed by uadsumulated and communicated to our managemehiding the Companyg CEO and CFO, to allow time
decisions regarding required disclosure. The CoipadEO and CFO concluded that the Compardisclosure controls and procedures were effeétivthe
end of the period covered by this Annual Reporte Tompany’'s CEO and CFO also concluded that therafipg Partnershig’ disclosure controls a
procedures were effective at the end of the peraaered by this Annual Report.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Information about the Company’s executive officargl directors and the code of ethics that appliebé Companyg chief executive officer and ser
financial officers, which is posted on our websiseincorporated herein by reference to the CompaRyoxy Statement to be filed in connection withaibhnue
meeting of stockholders to be held on May 12, 2@Ek Item X in Part | of this Annual Report for ¢niaphical information regarding the Compagxecutiv
officers. The Company is the sole general parthéme@Operating Partnership.
ITEM 11. EXECUTIVE COMPENSATION

Information about the compensation of the Compamjtectors and executive officers is incorporatestein by reference to the CompasiyProx)
Statement to be filed in connection with its anmaakting of stockholders to be held on May 12, 2011

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

Information about the beneficial ownership of Conmftock and the Comparsyequity compensation plans is incorporated hevgimeference to tt
Company’s Proxy Statement to be filed in connectiith its annual meeting of stockholders to be tidMay 12, 2011.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

Information about certain relationships and relatadsactions and the independence of the Comgpaligéctors is incorporated herein by referencin¢
Company’s Proxy Statement to be filed in connectiith its annual meeting of stockholders to be lwidvay 12, 2011.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information about fees paid to and services pravidg our independent registered public accounting fs incorporated herein by reference to
Company’s Proxy Statement to be filed in connectiith its annual meeting of stockholders to be twidVay 12, 2011.
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PART IV
ITEM 15. EXHIBITS
FINANCIAL STATEMENTS

Reference is made to the Index of Financial Statésnen page 52 for a list of the consolidated faianstatements of Highwoods Properties, Inc.
Highwoods Realty Limited Partnership included iis tieport.

EXHIBITS
Exhibit
Number Description
3.1 Amended and Restated Charter of the Company @iegart of the Compa’s Current Report on Forn-K dated May 15, 200¢
3.2 Amended and Restated Bylaws of the Company (fitepaat of the Compar’s Current Report on Forn-K dated May 15, 200¢
4 Indenture among the Operating Partnership, the @osnpnd First Union National Bank of North Caroloteted as of December 1, 1!
(filed as part of the Operating Partner’s Current Report on Forn-K dated December 2, 199
10.1 Second Restated Agreement of Limited Partnershipeddas of January 1, 2000, of the Operating Ratine (filed as part of tt
Compan’s Annual Report on Form -K for the year ended December 31, 20
10.2 Amendment No. 1, dated as of July 22, 2004, toSbeond Restated Agreement of Limited Partnerskifeddas of January 1, 2000
the Operating Partnership (filed as part of the Gany's Annual Report on Form -K for the year ended December 31, 20
10.3 2009 Long-Term Equity Incentive Plan (filed as parthe Company’s Current Report on Form
8-K dated May 13, 200¢
10.4 Form of warrants to purchase Common Stock of then@my (filed as part of the Company’s Annual Report~orm 10K for the yea
ended December 31, 19¢
10.5 Credit Agreement, dated as of December 21, 200%rigyamong the Company, the Operating Partnerstipttee Subsidiaries narr
therein and the Lenders named therein (filed asgfdhe Compan’'s Current Report on Forn-K dated December 21, 20C
10.6 Highwoods Properties, Inc. Retirement Plan, effecéis of March 1, 2006 (filed as part of the Conyfm@uarterly Report on Form 10-
Q for the quarter ended September 30, 2!
10.7 Amended and Restated Executive Supplemental Em@oyigreement, dated as of April 13, 2007, betwthenCompany and Edwe
J. Fritsch (filed as part of the Comp’s Annual Report on Form -K for the year ended December 31, 20
10.8 Amended and Restated Executive Supplemental Emgmniyigreement, dated as of April 13, 2007, betwenCompany and Miche
E. Harris (filed as part of the Compé¢s Annual Report on Form -K for the year ended December 31, 20
10.9 Amended and Restated Executive Supplemental Em@ot/igreement, dated as of April 13, 2007, betwthenCompany and Terry
Stevens (filed as part of the Comp’s Annual Report on Form -K for the year ended December 31, 20
10.10 Amended and Restated Executive Supplemental Em@oyigreement, dated as of April 2807, between the Company and Jel
D. Miller (filed as part of the Compa’s Annual Report on Form -K for the year ended December 31, 20
10.11 Highwoods Properties, Inc. Amended and Restateddrep Stock Purchase Plan (filed as part of the @&mp's Current Report on
Form ¢-K dated May 12, 201(
10.12 Amendment No. 1 to the Amended and Restated EmglSyeck Purchase Plan of the Comp
10.13 Credit Agreement, dated as of February 2, 201Brayamong the Company, the Operating PartnerskiphenSubsidiaries named

therein and the Lenders named the
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Exhibit
Number Description
121 Statement re: Computation of Ratios of the Comg
12.2 Statement re: Computation of Ratios of the OpegaBartnershij
21 Schedule of Subsidiaries (filed as part of the Cany{s Annual Report on Form-K for the year ended December 31, 20
23.1 Consent of Deloitte & Touche LLP for the Compe
23.2 Consent of Deloitte & Touche LLP for the OperatP@rtnershiy
31.1 Certification of CEO Pursuant to Section 302 of $a#bane-Oxley Act for the Compan
31.2 Certification of CFO Pursuant to Section 302 of §zebane-Oxley Act for the Compan
313 Certification of CEO Pursuant to Section 302 of $#zebane-Oxley Act for the Operating Partnerst
314 Certification of CFO Pursuant to Section 302 of $@bane-Oxley Act for the Operating Partnerst
321 Certification of CEO Pursuant to Section 906 of #zebane-Oxley Act for the Compan
32.2 Certification of CFO Pursuant to Section 906 of 8zebane-Oxley Act for the Compan
32.3 Certification of CEO Pursuant to Section 906 of 8a#bane-Oxley Act for the Operating Partnerst
324 Certification of CFO Pursuant to Section 906 of 8zebane-Oxley Act for the Operating Partnerst
101 The following financial information from the Compds Annual Report on Form 1K-as of and for the year ended December 31,

formatted in eXtensible Business Reporting Langua@RL): (i) Consolidated Balance Sheets, (ii) Colitated Statements of Incor
(iii) Consolidated Statements of Equity, (iv) Colidated Statements of Cash Flows, and (v) NotéSansolidated Financial Stateme
tagged as blocks of te;
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Highwoods Properties, Inc.

Report of Independent Registered Public Accourftimm

Consolidated Financial Statemer
Consolidated Balance Sheets at December 31, 2@lLAGO9
Consolidated Statements of Income for the Years8mecember 31, 2010, 2009 and 2
Consolidated Statements of Equity for the Yearsendecember 31, 2010, 2009 and 2
Consolidated Statements of Cash Flows for the Yeaded December 31, 2010, 2009 and Z
Notes to Consolidated Financial Statemt¢

Highwoods Realty Limited Partnership:

Report of Independent Registered Public Accounfimm

Consolidated Financial Statemer
Consolidated Balance Sheets at December 31, 2QLQGOD
Consolidated Statements of Income for the Yeare&mkcember 31, 2010, 2009 and 2
Consolidated Statements of Capital for the YeaderDecember 31, 2010, 2009 and 2
Consolidated Statements of Cash Flows for the YEaded December 31, 2010, 2009 and 2
Notes to Consolidated Financial Statem

Schedule Il

Schedule Il

Page

10t

151

15z

All other schedules are omitted because they arepulicable or because the required informationdtuded in our Consolidated Financial Statemer

notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Highwoods Properties, Inc.
Raleigh, North Carolina

We have audited the accompanying consolidated balaheets of Highwoods Properties, Inc. and surggi (the "Company") as of December 31, :
and 2009, and the related consolidated stateménteame, equity, and cash flows for each of thee¢hyears in the period ended December 31, 201f
audits also included the financial statement sclesdlisted in the Index at Item 15. These finansi@tements and financial statement schedulesha
responsibility of the Company's management. Oysarsibility is to express an opinion on the finahatatements and financial statement schedulesiba
our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaflqUnited States). Those standards requirt
we plan and perform the audit to obtain reasonalBkurance about whether the financial statemeetdree of material misstatement. An audit inclt
examining, on a test basis, evidence supportingatheunts and disclosures in the financial statesnefh audit also includes assessing the accot
principles used and significant estimates made bpagement, as well as evaluating the overall fighrstatement presentation. We believe that ouits
provide a reasonable basis for our opinion.

In our opinion, such consolidated financial stateteepresent fairly, in all material respects, thwaricial position of Highwoods Properties, Inc.
subsidiaries as of December 31, 2010 and 2009,tleadesults of their operations and their cash dldar each of the three years in the period e
December 31, 2010, in conformity with accountintngiples generally accepted in the United State8ro€rica. Also, in our opinion, such financial staien
schedules, when considered in relation to the lasisolidated financial statements taken as a wipotsent fairly, in all material respects, theomfiation se
forth therein.

We have also audited, in accordance with the stdsdz the Public Company Accounting Oversight Blo@ynited States), the Company's internal co
over financial reporting as of December 31, 20%3€ed orinternal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatad
the Treadway Commission and our report dated Fep@j&2011 expressed an unqualified opinion onGbmpany's internal control over financial reporting

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 9, 2011
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HIGHWOODS PROPERTIES, INC.
Consolidated Balance Sheets
(in thousands, except share and per share data)

December 31

2010 2009
Assets:
Real estate assets, at ct
Land $ 347,87t $ 350,53°
Buildings and tenant improvemer 2,895,77 2,880,63:
Development in proces 4,52¢ —
Land held for developme! 108,67( 104,14¢
3,356,84! 3,335,31
Les-accumulated depreciatic (835,16 (781,079
Net real estate assets 2,521,68: 2,554,24.
For-sale residential condominiur 8,22¢ 12,93:
Real estate and other assets, net, held fol 1,24¢ 5,031
Cash and cash equivalel 14,20¢ 23,69¢
Restricted cas 4,39¢ 6,841
Accounts receivable, net of allowance of $3,595 %2810, respectivel 20,71¢ 21,06¢
Mortgages and notes receivable, net of allowan&868 and $698, respective 19,04¢ 3,14z
Accrued straigt-line rents receivable, net of allowance of $2,208 $2,443respectively 93,43t 82,60(
Investment in unconsolidated affiliat 63,60 66,075
Deferred financing and leasing costs, net of acdarad amortization of $59,383 and $52,129, respelst 85,05¢ 73,515
Prepaid expenses and other as 40,211 37,94
Total Assets $ 2,871,83‘ $ 2,887,10
Liabilities, Noncontrolling Interests in the Operating Partnership and Equity:
Mortgages and notes payal $ 1,522,94! $ 1,469,15!
Accounts payable, accrued expenses and otheiitied 106,71¢ 117,32¢
Financing obligation 33,11« 37,70¢
Total Liabilities 1,662,77! 1,624,18
Commitments and Contingenci
Noncontrolling interests in the Operating Partnigr: 120,83¢ 129,76¢
Equity:
Preferred Stock, $.01 par value, 50,000,000 awtbdrshares
8.625% Series A Cumulative Redeemable PreferreceStiquidation preference $1,000 per shai
29,092 shares issued and outstani 29,092 29,092
8.000% Series B Cumulative Redeemable PreferreteSlfliquidation preference $25 per share),
2,100,000 shares issued and outstan 52,50( 52,50(
Common Stock, $.01 par value, 200,000,000 authdshares
71,690,487 and 71,285,303 shares issued and oditsd; 717 71¢
Additional paic-in capital 1,766,88! 1,751,39:
Distributions in excess of net income availabledommon stockholdel (761,78) (701,93)
Accumulated other comprehensive i (3,64¢) (3,817
Total Stockholder Equity 1,083,76: 1,127,96!
Noncontrolling interests in consolidated affilia 4,46( 5,18:
Total Equity 1,088,22. 1,133,14.
Total Liabilities, Noncontrolling Interests in ti@perating Partnership and Equ 3 2,871,83' $ 2,887,10

See accompanying notes to consolidated financgstents.
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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 administratiy
Total operating expens
Interest expense:
Contractua
Amortization of deferred financing cos
Financing obligation

Other income:
Interest and other incon
Gain/(loss) on debt extinguishme

Income from continuing operations before dispositino of property, condominiums and investment ir
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates
Gains on disposition of proper
Gains on disposition of f-sale residential condominiur
Gains on disposition of investment in unconsolida#iliates
Equity in earnings of unconsolidated affilia
Income from continuing operations
Discontinued operations:
Income/(loss) from discontinued operatic
Net gains/(losses) on disposition of discontinupdrations

Net income
Net (income) attributable to noncontrolling intdeeis the Operating Partnerst
Net (income) attributable to noncontrolling intdeeis consolidated affiliate
Dividends on Preferred Sto
Excess of Preferred Stock redemption/repurchageoges carrying valus

Net income available for common stockholder

Earnings per common share- basic:
Income from continuing operations available for coom stockholder
Income/(loss) from discontinued operations avaddbl common stockholde
Net income available for common stockhold

Weighted average Common Shares outstar— basic
Earnings per common share- diluted:
Income from continuing operations available for coom stockholder

Income/(loss) from discontinued operations avaddbl common stockholde
Net income available for common stockhold

Weighted average Common Shares outstar- diluted
Net income available for common stockholders
Income from continuing operations available for coom stockholder

Income/(loss) from discontinued operations avaddbl common stockholde
Net income available for common stockhold

See accompanying notes to consolidated financtstents.
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Years Ended December 31

2010 2009 2008
46332. $  450,15: $  445,26¢
164,38¢ 162,81 159,98«
135,79: 130,02 122,83t

— 2,55¢ 3,407
32,94¢ 36,68: 38,04:
333,12 332,07 324,26
87,72¢ 81,08: 92,85¢

3,38¢ 2,76( 2,71€
2,261 2,06: 2,91¢
93,37: 86,80¢ 98,49:
6,36: 8,26 3,82t
(705 1,287 —
5,657 9,54¢ 3,82t
42 47 40,82: 26,33:

74 26¢€ 781

27€ 922 5,617
25,33( — —

3,821 5,421 5,87¢
71,97¢ 47 43 38,60¢

411 (7,203 (21,485

(86) 21,46¢ 18,48¢

32t 14,26: (2,996
72,30: 61,69 35,61(
(3,320) (3,197) (1,577)

(48E) 11 (2,041)
(6,70¢) (6,70¢) (9,802)

— — (108
61,79( $ 51,77¢ 22,08(

0.8¢ $ 0.5¢ 0.4z

— 0.2C (0.0

0.8¢ $ 0.7€ 0.37
71,57¢ 67,97 59,32(
0.8¢ $ 0.5€ 0.4z

— 0.2C (0.0

0.8¢ $ 0.7€ 0.37
75,57¢ 72,07¢ 63,49:
61,48: $ 38,31¢ 24,88¢

30¢ 13,46( (2,809

61,79( $ 51,77¢ 22,08(
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Balance at December 31, 20C
Issuances of Common Stock, |
Conversions of Common Units to
Common Stocl
Dividends on Common Stoc
Dividends on Preferred Sto
Adjustment of noncontrolling interes
in the Operating Partnership to
value
Contributions from noncontrolling
interests in consolidated affiliat
Distributions to noncontrolling
interests in consolidated affiliat
Issuances of restricted stock,
Redemptions/repurchases of Prefer
Stock
Shar-based compensation expel
Net (income) attributable 1
noncontrolling interests in the
Operating Partnersh
Net (income) attributable 1
noncontrolling interests in
consolidated affiliate
Comprehensive incom
Net income
Other comprehensive lo
Total comprehensive incon
Balance at December 31, 20C
Issuances of Common Stock, |
Conversions of Common Units to
Common Stocl
Dividends on Common Stoc
Dividends on Preferred Sto
Adjustment of noncontrolling interes
in the Operating Partnership to -
value
Distributions to noncontrolling
interests in consolidated affiliat
Issuances of restricted stock,
Shar+-based compensation expel
Net (income) attributable 1
noncontrolling interests in the
Operating Partnersh
Net (income) attributable 1
noncontrolling interests in
consolidated affiliate
Comprehensive incom
Net income
Other comprehensive incor
Total comprehensive incon
Balance at December 31, 20C

HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Equity
(in thousands, except share amounts)
For the Years Ended December 31, 2010, 2009 angl 200

Distributions

Series A Series B Non- in Excess of
Number Cumulative Cumulative Accumulated Controlling Net Income
of Redeemabli Redeemabl: Additional Other Interests in Available for
Common Common Preferred Preferred Paid-In  Comprehensive Consolidatec Common
Shares  Stock Shares Shares Capital Loss Affiliates  Stockholders  Total
57,167,19 $ 57z% 82,93' % 52,500$1,392,15- $ (939)% 6,80:$ (561,099% 972,93
6,171,62 62 — —  209,92: — — — 209,98
66,81¢ 1 — — 2,021 — — — 2,022
— — — — — — — (100,26¢ (100,26¢)
— — — — — — — (9,809 (9,809
— — — — 3,82¢ — — — 3,82¢
— — — — — — 62E — 62%
— — — — — (3,299 — (3,299
166,07" — — — — — — — —
— — (53,845 — 1,45¢ — — (10€) (52,499
— — 6,71¢ — — — 6,717
_ _ — — — — — (1,577 (1,577
— — — — — — 2,041 (2,047 —
— — — — — — — 35,61( 35,61(
— — — — — (3,859 — — (3,859
31,75¢
63,571,70 63€ 29,09: 52,50( 1,616,09: (4,799 6,17¢ (639,287) 1,060,42.
7,296,81 73 — —  150,86¢ — — — 150,94:
176,04: 2 — — 5,58¢ — — — 5,591
— — — — — — — (114,429 (114,429
— — — — — — — (6,70¢) (6,70¢)
— — — —  (27,71) — — — (27,71)
— — — — — (1,009 — (1,009
240,74( — — — — — — — —
— 2 — — 6,56¢ — — — 6,567
— — — — — — — (3,197 (3,197
— — — — — — 11 (11) —
— — — — — — — 61,69¢ 61,69¢
— — — — — 981 — — 981
62,67¢
71,285,30 7iE 29,09: 52,500 1,751,39i (3,817 5,18: (701,93) 1,133,14.

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

Consolidated Statements of Equity — Continued

(in thousands, except share amounts)

Series A Series B

Non-

Distributions
in Excess of

Number Cumulative Cumulative Accumulated Controlling Net Income
of Redeemabli Redeemabli Additional Other Interests in Available for
Common Common Preferred Preferred Paid-In Comprehensive Consolidatec Common
Shares  Stock Shares Shares Capital Loss Affiliates  Stockholders  Total

Balance at December 31, 20C 71,285,30 71z 29,09: 52,500 1,751,39i (3,817) 5,18¢ (701,93 1,133,14.
Issuances of Common Stock, | 143,90° 1 — — 2,997 — — — 2,99¢
Conversions of Common Units to

Common Stocl 97,13¢ 1 — — 3,06( — — — 3,061
Dividends on Common Stoc — — — — — — — (121,649 (121,64)
Dividends on Preferred Sto — — — — — — — (6,70¢) (6,709
Adjustment of noncontrolling interes

in the Operating Partnership to f

value — — — — 2,721 — — — 2,721
Distributions to noncontrolling

interests in consolidated affiliat — — — — — — (56¢) — (56¢)
Acquisition of noncontrolling interest

in consolidated affiliat — — — — 14C — (640) — (500)
Issuances of restricted stock, 164,14: — — — — — — — —
Shar-based compensation expel — 2 — — 6,57( — — — 6,572
Net (income) attributable 1

noncontrolling interests in the

Operating Partnersh — — — — — — — (3,320 (3,320
Net (income) attributable 1

noncontrolling interests in

consolidated affiliate — — — — — — 48t (485) —
Comprehensive incom

Net income — — — — — — — 72,30: 72,30¢

Other comprehensive incor — — — — — 168 — — 163
Total comprehensive incon 72,46¢
Balance at December 31, 201 71,690,48 $ 717% 29,09 $ 52,50($1,766,88/ $ (3,6465% 4,46($ (761,784$1,088,22:

See accompanying notes to consolidated financgstents.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows

(in thousands)
Years Ended December 31

2010 2009 2008
Operating activities:
Net income $ 72,30: $ 61,69: $ 35,61(
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic 136,15¢ 131,88 127,62(
Amortization of lease incentiv¢ 1,23¢ 1,11C 1,041
Shari-based compensation expel 6,572 6,567 6,71
Additions to allowance for doubtful accoul 4,00¢ 5,63¢ 3,391
Amortization of deferred financing cos 3,38¢ 2,76( 2,71¢
Amortization of settled cash flow hedc 237 (249 181
Impairment of assets held for L — 13,51¢ 32,84¢
(Gain)/loss on debt extinguishme 70& (1,287) —
Net (gains)/losses on disposition of prope 12 (21,730) (29,26¢)
Gains on disposition of f-sale residential condominiur (27¢€) (922) (5,61%)
Gains on disposition of investment in unconsolidatfiliates (25,33() — —
Equity in earnings of unconsolidated affilia (3,82)) (5,427 (5,87¢)
Changes in financing obligatiol 70€ 392 80
Distributions of earnings from unconsolidated &ifiés 4,43 4,18( 5,99/
Changes in operating assets and liabilit
Accounts receivabl (3,290 (2,819 (3,362)
Prepaid expenses and other as 37C (2,629 (352
Accrued straigt-line rents receivabl (11,889 (6,52]) (7,86%)
Accounts payable, accrued expenses and otheiitied 5,01% 2,951 (16,03)
Net cash provided by operating activit 190,53 189,12( 157,82
Investing activities:
Additions to real estate assets and deferred lg&sists (102,717 (151,48 (231,42)
Net proceeds from disposition of real estate a: 6,801 77,28¢ 64,85¢
Net proceeds from disposition of -sale residential condominiur 4,952 12,19¢ 27,14(
Proceeds from disposition of investment in uncadstéd affiliates 15,00( — —
Distributions of capital from unconsolidated aiks 1,93: 3,95¢ 3,21«
Repayments of mortgages and notes recei 32¢ 45¢ 1,624
Contributions to unconsolidated affiliat (2,87%) (952) (12,747
Changes in restricted cash and other investingitiet (1,579 (3,28¢) 12,98¢
Net cash used in investing activiti (78,159 (61,829 __ (134,34)
Financing activities:
Dividends on Common Stoc (121,649 (114,429 (100,269
Redemptions/repurchases of Preferred S — — (52,499
Dividends on Preferred Sto (6,70¢) (6,70%) (9,809
Distributions to noncontrolling interests in the@gting Partnershi (6,469) (6,832) (6,67¢)
Distributions to noncontrolling interests in coridated affiliates (56¢) (1,009 (3,299
Acquisition of noncontrolling interest in consolidd affiliate (500) — —
Net proceeds from the issuance of Common S 2,99¢ 150,94: 209,98
Repurchase of Common Units from noncontrolling riests — — (3,299)
Borrowings on revolving credit facilit 37,50( 128,00( 462,18
Repayments of revolving credit facili (7,500 (291,000 (526,98
Borrowings on mortgages and notes pay: 10,36¢ 217,21t 192,30(
Repayments of mortgages and notes pay (27,009 (188,50:) (173,259
Borrowings on financing obligatior — 4,18¢ —
Payments on financing obligatio (1,11¢) (1,049 (977)
Payments on debt extinguishm (577) — —
Contributions from noncontrolling interests in colidated affiliates — — 62E
Additions to deferred financing cos (656) (8,176) (900
Net cash used in financing activiti (121,87) _ (117,35) (12,862
Net increase/(decrease) in cash and cash equis. (9,4979) 9,94: 10,617
Cash and cash equivalents at beginning of the gb 23,69¢ 13,75] 3,14(¢
Cash and cash equivalents at end of the period $ 14,20¢ $ 23,69¢ $ 13,75

See accompanying notes to consolidated financtdstents.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows — Continued
(in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capital

Supplemental disclosure of non-cash investing anthfincing activities:

Unrealized gains/(losses) on cash flow hedges

Conversion of Common Units to Common St

Changes in accrued capital expenditures

Write-off of fully depreciated real estate assets

Write-off of fully amortized deferred financing and laagicosts

Unrealized gains/(losses) on marketable secunfie®r-qualified deferred compensation pl
Settlement of financing obligatic

Adjustment to noncontrolling interests in the OpiagPartnership to fair valt
Unrealized gain/(loss) on tax increment financiogd

Mortgages receivable from seller financing

Assumption of mortgages and notes payable

Issuance of Common Units to acquire real estatets

See accompanying notes to consolidated financgstents.

59

Years Ended December 31

2010 2009 2008

$ 86,39¢ $ 85,42: $ 97,51¢
Years Ended December 31

2010 2009 2008
$ — $ 937 $ (1,37¢)
$ 3,061 $ 5,591 $ 2,022
$ (1,946 $ (19,099 $ (7,837)
$ 4395¢ $ 33,00¢ $ 34,63
$ 15,71¢ $ 19,19 $ 14,70¢
$ 382 $ 1,497 $ (2,177
$ 418¢ $ — % _
$ 2,720 % 27,717 $ (3,82¢)
$ @77 $ 29 % (2,659
$ 17,03( $ — $ —
$ 40,30¢ $ — $ 8,34¢
$ — 3 — % 6,32¢
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular dollar amounts in thousands, except per stre data)
1. DESCRIPTION OF BUSINESSAND SGNIFICANT ACCOUNTING POLICIES
Description of Business

Highwoods Properties, Inc., together with its cdisksded subsidiaries (the “Company”), is a fullyegrated, self-administered and seiénaged equi
real estate investment trust (“REITHat operates in the Southeastern and Midwesteited)8tates. The Company conducts virtually altofctivities throug
Highwoods Realty Limited Partnership (the “Operatiartnership”).

The Company is the sole general partner of the &ipgr Partnership. At December 31, 2010, the Compamed all of the Preferred Units and
million, or 95.0%, of the Common Units in the Opérg Partnership. Limited partners, including orfécer and two directors of the Company, own
remaining 3.8 million Common Units. In the eveng Bompany issues shares of Common Stock, the pteadehe issuance are contributed to the Opel
Partnership in exchange for additional Common U@esnerally, the Operating Partnership is requiceceddeem each Common Unit at the request of thdet
thereof for cash equal to the value of one sharthe@fCompany Common Stock, $.01 par value, based on the awexfithe market price for the 10 trad
days immediately preceding the notice date of sademption, provided that the Company at its optiwy elect to acquire any such Common Units pres
for redemption for cash or one share of CommonkStbhe Common Units owned by the Company are ragemable. During 2010, the Company redee
97,134 Common Units for a like number of share€@hmon Stock. The redemptions increased the pegemtf Common Units owned by the Company |
94.8% at December 31, 2009 to 95.0% at Decembe&z@0).

At December 31, 2010, the Company and/or the Oipgr&artnership wholly owned: 295 gervice office, industrial and retail propertiesmprising 27.
million square feet; 96 rental residential units;far-sale residential condominiums; 611 acres of undges land suitable for future development, of w
523 acres are considered core holdings; and ani@uli two office properties that are consideredhpteted but not yet stabilized. In addition, we ea
interests (50.0% or less) in 35 dervice office and industrial properties, one @ffiroperty under development and 11 acres of utajgee land suitable fi
future development, which includes a 12.5% intemesa 261,000 square foot office property direalyned by the Company and thus is included ir
Company’s Consolidated Financial Statements, buinotuded in the Operating Partnership’s Consadiddrinancial Statements.

Basis of Presentation

Our Consolidated Financial Statements are pregarednformity with accounting principles generadigcepted in the United States of America (“GAAP”
Our Consolidated Statements of Income for the yeamded December 31, 2009 and 2008 were revised [n@viously reported amounts to reflec
discontinued operations the operations for thospgnies sold or held for sale which required digtmed operations presentation. Prior period arts
related to additions to allowance for doubtful aotis and amortization of lease commissions in oonsGlidated Statements of Cash Flows have
reclassified to conform to the current period pnéson.

The Consolidated Financial Statements include ther&ing Partnership, wholly owned subsidiaries #ode subsidiaries in which we own a majc
voting interest with the ability to control operais of the subsidiaries and where no substantiviicipating rights or substantive kick out rightavie bee
granted to the noncontrolling interests. We consdé partnerships, joint ventures and limited ligbcompanies when we control the major operatimg
financial policies of the entity through majoritwoership or in our capacity as general partner anaging member. Five of the 50.0% or less owneskimice
office properties are consolidated. In addition,a@@solidate those entities deemed to be variaitdedst entities in which we are determined tohgeprimarn
beneficiary. At December 31, 2010, we had involvehveth no entities that we deemed to be variabierest entities. All significant intercompany tsantion
and accounts have been eliminated.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Use of Estimates

The preparation of consolidated financial stateméntaccordance with GAAP requires us to make egémand assumptions that affect the am
reported in the consolidated financial statementsaccompanying notes. Actual results could diifem those estimates.

Real Estate and Related Assets

Real estate and related assets are recorded aarobstated at cost less accumulated depreci®iemovations, replacements and other expenditued
improve or extend the life of assets are capitdliaad depreciated over their estimated useful lizependitures for ordinary maintenance and repeatie
charged to expense as incurred. Depreciation igpated using the straiglite method over the estimated useful life of 4@rgefor buildings and deprecia
land infrastructure costs, 15 years for buildingpiovements and five to seven years for furnitusdyufes and equipment. Tenant improvements are tec
using the straight-line method over initial fixeztrhs of the respectideases, which generally are from three to 10 ydaepreciation expense for real es
assets was $117.6 million, $115.6 million and $Qillion for the years ended December 31, 2010926nhd 2008, respectively.

Expenditures directly related to the developmeidt @mstruction of real estate assets are includeet real estate assets and are stated at depdecas!
Development expenditures include ma@nstruction costs essential to the developmerproperties, development and construction costgrest costs ¢
qualifying assets, real estate taxes, developmesbpnel salaries and related costs and other iogstsed during the period of development. Inteegxl othe
carrying costs are capitalized until the buildisgréady for its intended use, but not later thae wpear from cessation of major construction activit/e
consider a construction project as substantialipleted and ready for its intended use upon thepéetion of tenant improvements. We cease capititizar
the portion that is substantially completed andupéed or held available for occupancy, and capéalinly those costs associated with the portiorel
construction.

Expenditures directly related to the leasing ofpemies are included in deferred financing and ifepgosts and are stated at amortized cost.
expenditures are part of the investment necessaexécute leases and, therefore, are classifigdvastment activities in the statement of cash Sowll
leasing commissions paid to third parties for neasks or lease renewals are capitalized. Intezaalrlg costs include primarily compensation, bé&nefinc
other costs, such as legal fees related to leasitigities, which are incurred in connection withcsessfully securing leases of properties. Capédlieasin
costs are amortized on a straidjhe basis over the initial fixed terms of the resfive leases, which generally are from three tgeldrs. Estimated costs rele
to unsuccessful activities are expensed as incurred

We record liabilities for the performance of assgirement activities when the obligation to pemfiosuch activities is unconditional, whether or tie
timing or method of settlement of the obligationyniiee conditional on a future event.

Upon the acquisition of real estate assets, wesashe fair value of acquired tangible assets sscland, buildings and tenant improvements, intzle
assets such as above and below market leasestatquplace leases, customer relationships and othetifigehnintangible assets and assumed liabilitieg
assess fair value based on estimated cash flowqiajs that utilize discount and/or capitalizatiates as well as available market information. Tetievalue
of the tangible assets of an acquired propertyidensthe value of the property as if it were vacan
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued

The above and below market rate portions of leasgaired in connection with property acquisitions @ecorded in deferred financing and leasing oo
in accounts payable, accrued expenses and otliditis at their fair value. Fair value is calcigd as the present value of the difference betwipmhe
contractual amounts to be paid pursuant to eagilaice lease and (2) our estimate of fair marketdaates for each correspondingpiace lease, using
discount rate that reflects the risks associatet thie leases acquired and measured over a pegigal ® the remaining term of the lease for abmarke
leases and the initial term plus the term of anpwenarket fixed rate renewal options for below-ketrleases. The capitalized abaverket lease values i
amortized as a reduction of base rental revenuetheeremaining term of the respective leases hadtcrued belownarket lease values are amortized ¢
increase to base rental revenue over the remaieingof the respective leases and any below magk&in periods.

In-place leases acquired are recorded at their faievia deferred financing and leasing costs andaatertized to depreciation and amortization exp
over the remaining term of the respective lease. Vidlue of in-place leases is based on our evaluati the specific characteristics of each custosniease
Factors considered include estimates of carryirsgscduring hypothetical expected lease-up perimgsent market conditions, the custonsestedit quality an
costs to execute similar leases. In estimatingyoagrcosts, we include real estate taxes, insurandeother operating expenses and estimates ofeoktls &
market rates during the expected leapeperiods, depending on local market conditionsestimating costs to execute similar leases, wesider tenai
improvements, leasing commissions and legal aner othated expenses.

Real estate and other assets are classified asilengassets held for use and as Idingd assets held for sale. Real estate is classés held for sale wh
the Companys Board of Directors, or its investment committes lapproved the sale of the asset, a legally exdbte contract has been executed an
buyer’s due diligence period has expired.

Impairment of Long-Lived Assets and Investments irJnconsolidated Affiliates

With respect to assets classified as held forifisgents or changes in circumstances (such agnéfiseint decline in occupancy, identification ofitarially
adverse legal or environmental factors, changaimdesignation of an asset to ncore which impacts the anticipated holding periodgnarket value less th
cost) indicate that the carrying value may be imgzhian impairment analysis is performed. Suchyaiglis generally performed at the property leegtep
when an asset is part of an interdependent grogp ¢éfice park) and consists of determining whette asse$ carrying amount will be recovered from
undiscounted estimated future operating and rekmhsh flows. These cash flows are estimated basednumber of assumptions that are subject toosoim
and market uncertainties including, among otheesyahd for space, competition for customers, chaimgesarket rental rates, costs to operate eachepty
and expected ownership periods. For properties ruddgelopment, the cash flows are based on expes#gedce potential of the asset (group) w
development is substantially complete. If the dagyamount of a held for use asset exceeds thedduta undiscounted future operating and residwaest
flows, an impairment loss is recorded for the défece between estimated fair value of the assetrendarrying amount. We generally estimate theviaiue o
assets held for use by using discounted cash flwlysis. In some instances, appraisal informatiay ime available and is used in addition to theadiatec
cash flow analysis. As the factors used in genggatiese cash flows are difficult to predict ane subject to future events that may alter our apsioms, th
discounted and/or undiscounted future operatingrasidiual cash flows estimated by us in our impaithanalyses or those established by appraisahmiatye
achieved and we may be required to recognize futop@irment losses on our properties held for use.

We record assets held for sale (includingdale residential condominiums) at the lower ofdagying amount or estimated fair value. Fair vadfiasset

held for sale is equal to the estimated or corgchetles price with a potential buyer, less castell. The impairment loss, if any, is the amdoytwvhich the
carrying amount exceeds the estimated fair value.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued

We analyze our investments in unconsolidated afé for impairment. Such analysis consists ofrdeteng whether an expected loss in market val
an investment is other than temporary by evaluatieglength of time and the extent to which thekatwvalue has been less than cost, the financraditon
and neaterm prospects of the investee, and our intentadnility to retain our investment for a period ohé sufficient to allow for any anticipated recovér
market value. As the factors used in this analgsisdifficult to predict and are subject to futeseents that may alter our assumptions, we may dpaires tc
recognize future impairment losses on our investsmignunconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirementéufbprofit recognition, the related assets arabilities are removed from the balance sheet an
resultant gain or loss is recorded in the periogl tlansaction closes. For sales transactions vatiirming involvement after the sale, if the cootirg
involvement with the property is limited by thertes of the sales contract, profit is recognizechattime of sale and is reduced by the maximum exgos
loss related to the nature of the continuing ineakent. Sales to entities in which we have or recaivinterest are accounted for using partial@ateunting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuirgltement, including put and call provisions, iepent
and account for the transaction as a financingngeaent, profisharing arrangement, leasing arrangement or otteznate method of accounting, rather 1
as a sale, based on the nature and extent of timeimg involvement. Some transactions may hawaerous forms of continuing involvement. In thoseeas
we determine which method is most appropriate basatie substance of the transaction.

If we have an obligation to repurchase the propattg higher price or at a future indeterminablei@dsuch as fair market value), or we guarante
return of the buyes investment or a return on that investment foreatended period, we account for such transactioa éisancing arrangement. |
transactions treated as financing arrangementseeard the amounts received from the buyer asaméimg obligation and continue to keep the proparts
related accounts recorded in our Consolidated Eiahistatements. The results of operations of tupgrty, net of expenses other than depreciatioe
reflected as interest expense on the financingyatitin. If the transaction includes an obligatisroption to repurchase the asset at a higher paidgitiona
interest is recorded to accrete the liability te tiepurchase price. For options or obligationsefaurchase the asset at fair market value at theokedcl
reporting period, the balance of the liability @jwsted to equal the then current fair value togkient fair value exceeds the original financilbdjgation. The
corresponding debit or credit is recorded to ateelaliscount account and the revised discount igri@@ed over the expected term until terminationtha
option or obligation. If it is unlikely such optiosill be exercised, the transaction is accountedifaler the deposit method or prddttaring method. If we ha
an obligation or option to repurchase at a lowareptthe transaction is accounted for as a leamirangement. At such time as a repurchase obligatipires,
sale is recorded and gain recognized.

If we retain an interest in the buyer and providgan rent guarantees or other forms of suppogresthe maximum exposure to loss exceeds the \ge
account for such transaction as a profit-sharingreyement. For transactions treated as profitsfairangements, we record a prsfiaring obligation for tt
amount of equity contributed by the other partrmet eontinue to keep the property and related adsaaeorded in our Consolidated Financial Statemeétrtie
results of operations of the property, net of exgsnother than depreciation, are allocated to tiner gartner for its percentage interest and refteas “co-
venture expensdh our Consolidated Financial Statements. In fupggods, a sale is recorded and profit is recaghizhen the remaining maximum expo:
to loss is reduced below the amount of gain dederre

63




(Table of Contents)

HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Rental and Other Revenues

Minimum contractual rents from leases are recoghme a straightine basis over the terms of the respective leaBeis. means that, with respect t
particular lease, actual amounts billed in accotdasith the lease during any given period may lgiéri or lower than the amount of rental revenuegsizec
for the period. Straight-line rental revenue is cmenced when the customer assumes control of tlsedepremises. Accrued straidime rents receivab
represents the amount by which strailym-rental revenue exceeds rents currently biledccordance with lease agreements. Contingetdlrezvenue, suc
as percentage rent, is accrued when the contingsrreynoved. Termination fee income is recognizedeaenue at the later of when the customer heastet
the space or the lease has expired and the folipednditions are met: a fully executed lease teation agreement has been delivered; the amouhedee i
determinable; and collectability of the fee is mrambly assured. Rental revenue reductions relatembtenancy lease provisions, if any, are accrued °
events have occurred that trigger such provisions.

Property operating cost recoveries from customees determined on a calendar year and leaskedse basis. The most common types of
reimbursements in our leases are common area maite (“CAM”) and real estate taxes, for which tustomer pays its pnata share of operating ¢
administrative expenses and real estate taxesciese)of a base year. The computation of propemtyabpg cost recovery income from customers is der
and involves numerous judgments, including therpriation of terms and other customer lease pianss Leases are not uniform in dealing with suchi
reimbursements and there are many variations irceineputation. Many customers make monthly fixednpagts of CAM, real estate taxes and other
reimbursement items. We accrue income relatedéesetipayments each month. We make quarterly acadjisdtments, positive or negative, to cost recc
income to adjust the recorded amounts to our Istshate of the final annual amounts to be billed aallected with respect to the cost reimbursemeiiter
the end of the calendar year, we compute eachroas®final cost reimbursements and, after considesimgunts paid by the customer during the year, is
bill or credit for the appropriate amount to thestamer. The differences between the amounts bided previously received payments and the ac
adjustment are recorded as increases or decreasesttrecovery income when the final bills areppred, which occurs during the first half of thésequer
year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigihe rents receivable and mortgages and notesviauei are reduced by an allowance for amountsrttzgt becom
uncollectible in the future. We regularly evaluttie adequacy of our allowance for doubtful accaufite evaluation primarily consists of reviewingspédue
account balances and considering such factorseasrélit quality of our customer, historical treredghe customer and changes in customer paymans
Additionally, with respect to customers in bankayptwe estimate the probable recovery through hgtky claims and adjust the allowance for amc
deemed uncollectible. If our assumptions regardiggcollectability of receivables prove incorrest could experience losses in excess of our allow/dol
doubtful accounts. The allowance and its relatediv@ble are written-off when we have concludedehe a low probability of collection.

Discontinued Operations

Properties that are sold or classified as held#te are classified as discontinued operationsigedvthat (1) the operations and cash flows ofpifogerty
will be eliminated from our ongoing operations @3l we will not have any significant continuing sivement in the operations of the property aftes #old
Interest expense is included in discontinued opmeratif the related loan securing the sold propesrty be paid off or assumed by the buyer in cotioe with
the sale. If the property is sold to a joint vestir which we retain an interest, the property wik be accounted for as a discontinued operatintd ou
significant ongoing interest in the operations thyio our joint venture interest. If we are retait@grovide property management, leasing and/orratbevice
for the property owner after the sale, the propgegerally will be accounted for as a discontinopdration because the expected cash flows relatedi
management and leasing activities generally willbesignificant in comparison to the cash flowsirthe property prior to sale.
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Lease Incentives

Lease incentive costs, which are payments made ¢m dehalf of a customer as an incentive to signléase, are capitalized in deferred financing
leasing costs and amortized on a straight-linesbaser the respective lease terms as a reducticantdl revenues.

For-Sale Residential Condominiums

For-sale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest money deposit
accounts payable, accrued expenses and otheiitiezbih accordance with the deposit method. Wen ttecord completed sales when units close an
remaining net cash is received. During the yeaednDecember 31, 2010, 2009 and 2008, we receigedl @illion, $13.0 million and $28.6 millio
respectively, in gross proceeds and recorded $Bliom$12.1 million and $23.0 million, respectiyeof cost of assets sold from condominium sales.

Investments in Unconsolidated Affiliates

We account for our investments in less than majasivned joint ventures, partnerships and limiteability companies using the equity methoc
accounting when our interests represent a genaralgrship interest but substantive participatights or substantive kick out rights have been geto thi
limited partners or when our interests do not repné a general partnership interest and we doardtal the major operating and financial policiéshe entity
These investments are initially recorded at castingestments in unconsolidated affiliates, andsatesequently adjusted for our share of earningscasl
contributions and distributions. To the extent oast basis at formation of the joint venture idediént than the basis reflected at the joint ventavel, th:
basis difference is amortized over the life of tblated assets and included in our share of equiarnings of unconsolidated affiliates.

Additionally, our joint ventures will frequently bmw funds on their own behalf to finance the asgjian of, and/or leverage the return upon, theprbte:
being acquired by the joint ventures or to buildaogquire additional buildings. Such borrowings gcally on a norrecourse or limited recourse basis.
generally are not liable for the debts of our jaiehtures, except to the extent of our equity itmesit. In most cases, we and/or our joint ventamners ar
required to agree to customary limited exceptiamg@n-recourse loans.

Cash Equivalents

We consider highly liquid investments with an onigli maturity of three months or less when purchasdxe cash equivalents.
Restricted Cash

Restricted cash represents cash deposits thaegatliyl restricted or held by third parties on oahdlf. It includes security deposits from salesti@ats ol
for-sale residential condominiums, constructioratedl escrows, property disposition proceeds sdeasid designated or intended to fund futuredieferre

exchanges of qualifying real estate investmentsoes and reserves for debt service, real estagstand property insurance established pursuacertair
mortgage financing arrangements, and deposits gov&Emders to unencumber secured propertiesyif an
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Income Taxes

We have elected and expect to continue to qualifipg &REIT under Sections 856 through 860 of thermaleRevenue Code of 1986, as amendec
“Code”). A corporate REIT is a legal entity that holds restate assets and, through the payment of dividensteckholders, is generally permitted to redon
avoid the payment of federal and state income tatethe corporate level. To maintain qualificatiasm a REIT, we are required to pay dividends tc
stockholders equal to at least 90.0% of our anREAT taxable income, excluding net capital gains.

We conduct certain business activities throughxatike REIT subsidiary, as permitted under the Cdtie.taxable REIT subsidiary is subject to fedara
state income taxes on its taxable income. We repardisions for income taxes based on its inconsegaized for financial statement purposes, inclgdire
effects of temporary differences between such ireand the amount recognized for tax purposes.

Concentration of Credit Risk

We perform ongoing credit evaluations of our custsn At December 31, 2010, the wholly owned propgridefined as iservice properties (excludi
rental residential units) to which we have titledat00.0% ownership rights (“Wholly Owned Properfjesvere leased to 1,614 customers in nine pril
geographic locations. The geographic locations ¢batprise greater than 10.0% of our annualized castal revenue are Raleigh, NC, Tampa, FL, Atl;
GA, Nashville, TN and Kansas City, MO. Our custosnengage in a wide variety of businesses. No situgéomer of the Wholly Owned Properties gene
more than 10.0% of our consolidated revenues d@Qid.

We maintain our cash and cash equivalents andestiiated cash at financial or other intermediastitutions. The combined account balances at
institution may exceed FDIC insurance coverage as@ result, there is a concentration of creslt rélated to amounts on deposit in excess of FB$Granc
coverage. Additionally, from time to time in contien with taxdeferred 1031 transactions, our restricted castnbak may be commingled with other ft
being held by any such intermediary institution ethsubjects our balance to the credit risk of tistitution.

Derivative Financial Instruments

We borrow funds at a combination of fixed and Valearates. Borrowings under our revolving creddilfty, construction facility and bank term loansa
interest at variable rates. Our long-term debt,cwhionsists of secured and unsecured teng financings and the issuance of unsecured skatirities
typically bears interest at fixed rates althougmedoans bear interest at variable rates. Ourdateate risk management objectives are to lingtitpact o
interest rate changes on earnings and cash flod/scalower our overall borrowing costs. To achi¢lvese objectives, from time to time, we enter interes
rate hedge contracts such as collars, swaps, capseasury lock agreements in order to mitigateimerest rate risk with respect to various deistrument:
We do not hold or issue these derivative contrietrading or speculative purposes. The interats on all of our variable rate debt is generatljsted at or
or three month intervals, subject to settlementieurthese interest rate hedge contracts. We ateo iero treasury lock and similar agreements fitome tc
time in order to limit our exposure to an increasmterest rates with respect to future debt afigs.
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued

Our objective in using interest rate hedge condrastto add stability to interest expense and manmag exposure to interest rate fluctuations
accomplish this objective, we sometimes use inteegs swaps as part of our interest rate risk mpament strategy. Interest rate swaps designatedsasflov
hedges involve the receipt of variable-rate amofnis a counterparty in exchange for making fixate payments over the life of the agreements wt
exchange of the underlying notional amount. Theatife portion of changes in the fair value of datives designated and that qualify as cash flodghs i
recorded in accumulated other comprehensive lodsisasubsequently reclassified into interest expdnsthe period that the hedged forecasted traios
affects earnings. We do not hold these derivatorgracts for trading or speculative purposes ameigdly do not have any derivatives that are nsigiate:
as hedges. Interest rate hedge contracts typicafijain a provision whereby if we default on anyoaf indebtedness, we could also be declared muttedr
our hedge contracts.

We are exposed to certain losses in the event mberéormance by the counterparty under any outgtgrigedge contracts. We expect the counterg
which generally is a major financial institution, gerform fully under any such contracts. Howeifeany counterparty were to default on its obligatunder a
interest rate hedge contract, we could be requogay the full rates on our debt, even if sucksatere in excess of the rate in the contract.

We account for terminated derivative instrumentsdnognizing the related accumulated compreheriso@me/loss balance in current earnings, unles
hedged forecasted transaction continues as origipinned, in which case we continue to amortime dccumulated comprehensive income/loss into rege
over the originally designated hedge period.

Earnings Per Share

Basic earnings per share is computed by dividingimesme available for common stockholders by treghted Common Shares outstandinigasic
Diluted earnings per share is computed by dividiegincome available to common stockholders pluscantrolling interests in the Operating Partnerdhy
the weighted Common Shares outstandirmasic plus the dilutive effect of options, warraatsl convertible securities outstanding, includB@mmon Units
using the treasury stock method. Weighted CommareShoutstanding basic includes all unvested restricted stock sitigielends received on such restric
stock are non-forfeitable.

2.  ReaL ESTATE ASSETS
Acquisitions

In the third quarter of 2010, we acquired a 336,80are foot office property in Memphis, TN for $10nillion in cash and the assumption of $:
million of 6.43% effective rate secured debt, whighs recorded at fair value of $40.3 million andumed $0.4 million of acquisitiorelated costs. In tl
fourth quarter of 2010, we acquired a 117,000 sgdi@ot office property and 32.6 acres of developmand in Tampa, FL for $12.0 million in cash .
incurred $0.2 million of acquisition-related costd.the time of acquisition, the office building &acant. Also, we acquired our partseriterest in a joit
venture that owned for-sale residential condomirsidion $0.5 million in cash.

In 2009, we acquired a 220,000 square foot offigéding in Tampa, FL for $22.3 million in cash aim¢urred $0.1 million of acquisition-related costs.

In 2008, we acquired a 135,000 square foot offigikdimg in Memphis, TN in exchange for 183,587 CoamUnits and the assumption of $7.8 milliol
8.15% effective rate secured debt, which were dEmbat fair value of $6.3 million and $8.4 millicespectively.
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2. ReaL ESTATE AsseTs- Continued
Dispositions

During the second quarter of 2010, we sold sevéineoproperties in Winston Salem, NC for gross pexts of $12.9 million. In connection with t
disposition, we received cash of $4.5 million andvided seller financing of $8.4 million (recorded fair value of $8.4 million in mortgages and g
receivable) and committed to lend up to an additic®i.7 million for tenant improvements and leasmmissions, of which $0.2 million was funded a
December 31, 2010. The three-year, inteogdy-first mortgage carries a 6.0% average inta@st Assuming no default exists, the note caaxtended by tr
buyer for two additional ongear periods, subject to an increase in the inteats to 7.0% in the fourth year and to 8.0% ia fifth year. We have accoun
for this disposition using the installment methadhereby the $0.4 million gain on disposition of pecty has been deferred and will be recognized whe
seller financing is repaid.

During the second quarter of 2010, we also soldrgiystrial properties in Greensboro, NC for grpssceeds of $12.0 million. In connection with
disposition, we received cash of $3.4 million andvided seller financing of $8.6 million (recorded fair value of $8.6 million in mortgages and rg
receivable) and a limited rent guarantee with maximexposure to loss of $0.7 million as of Decen8ier2010. The three-year, interestly first mortgag
carries a 6.25% average interest rate. Assumindefault exists, the note can be extended by therbfoy two additional ongear periods, subject to
increase in the interest rate to 7.0% in the foyehr and to 7.75% in the fifth year. We curreritve concluded that a loss from the rent guarastee
probable. We have accounted for this dispositidnguthe installment method, whereby the $0.3 millimpairment was recognized in net gains/(losse
disposition of discontinued operations in the seoguarter of 2010.

During the first quarter of 2010, we recorded a plated sale in connection with the disposition mbéfice property in Raleigh, NC in the fourth qtearof
2009 where the buyer’limited right to compel us to repurchase the prigpexpired. Accordingly, we recognized the $0.Bliom gain on disposition ¢
property in the first quarter of 2010.

In 2009, we sold 517,000 square feet of non-cdeel r@nd office properties for gross proceeds @&.$million and recorded gains of $21.7 million.

In 2008, we sold 744,000 square feet of office mudldistrial properties for gross proceeds of appnately $56.8 million and recorded net gains of 9
million. We also sold 38 acres of non-core landdiarss sale proceeds of $9.2 million and recordeet @ain of $0.3 million.

Impairments

We recorded impairment of assets held for use df 8#llion and $3.4 million in 2009 and 2008, restpeely, on four office properties located in Wiost
Salem, NC. Additionally, we recorded impairment$dfl.0 million and $29.4 million in 2009 and 2008spectively, on certain office, industrial and ik
properties in Winstorsalem and Greensboro, NC that were sold in 2010raqdired discontinued operations presentation.almgents can arise fron
number of factors; accordingly, there can be norasees that we will not be required to record tolol impairment charges in the future (see Ngte 1
Development

As of December 31, 2010, we had one office propaggregating 60,000 square feet which was refleatedevelopment in process due to ong
redevelopment activities. The project is 100.0%édekl
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3. MORTGAGES AND NOTES RECEIVABLE
The following table sets forth our mortgages antésoeceivable:

December 31

2010 2009
Seller financing (first mortgage $ 17,18 $ —
Less allowanc: — —
17,18( —
Promissory note 2,732 3,841
Less allowanc: (868) (69¢)
1,86¢ 3,14
Mortgages and notes receivable, $ 19,04 $ 3,14:

The following table sets forth our notes receivailewance, which relates only to promissory notes:

December 31

2010 2009
Beginning notes receivable allowar $ 69¢ $ 45¢
Bad debt expens 41% 25k
Recoveries/writ-offs/other (243 (16
Total notes receivable allowan $ 86¢ $ 69¢

Our mortgages and notes receivable consists piin@rseller financing issued in conjunction witid disposition transactions in 2010 (see Note B)s
seller financing is evidenced by first mortgagesused by the assignment of rents and the underlgafestate assets. We conclude on the credityjoélkhe
receivables by monitoring the leasing statisticd ararket fundamentals of these assets. As of Deee@i) 2010, the interest payments on both morg
receivable were current and there were no indinataf impairment on the receivables. We may beireduo take impairment charges in the future il &
the extent the underlying collateral diminishesatue.

4. INVESTMENTS IN AFFILIATES
Unconsolidated Affiliates
We have retained equity interests ranging from 20t0 50.0% in various joint ventures with unrelatedestors. We account for these unconsolic

affiliates using the equity method of accounting. d\result, the assets and liabilities of thesat jeéntures for which we use the equity methodazbanting
are not included in our Consolidated Financial Stegnts.
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4, NVESTMENTS IN AFFILIATES — Continued

The following table sets forth our ownership in ansolidated affiliates at December 31, 2010:

Ownership

Joint Venture Location of Properties Interest

Concourse Center Associates, L Greensboro, N( 50.0(%
Plaza Colonnade, LL! Kansas City, MC 50.0(%
Board of Trade Investment Compg Kansas City, MC 49.0(%
Highwoods DLF 97/26 DLF 99/32, L Atlanta, GA; Greensboro, NC; Orlando, 42.9%
Highwoods KC Glenridge Office, LLt Atlanta, GA 40.0(%
Highwoods KC Glenridge Land, LL Atlanta, GA 40.0(%
HIW-KC Orlando, LLC Orlando, FL 40.0(%
Kessinger/Hunter, LL( Kansas City, MC 26.5(%
Highwoods DLF Forum, LL( Raleigh, NC 25.0(%
Highwoods DLF 98/29, LL( Atlanta, GA; Charlotte, NC; Greensboro, NC; RaleiyiC; Orlando, FL 22.81%
4600 Madison Associates, LL Kansas City, MC 12.5(%
HIW Development B, LLC Charlotte, NC 10.0(%

The following table sets forth combined summariieencial information for our unconsolidated atfiies:

Balance Sheets
Assets:
Real estate assets, |
All other assets, n¢

Total Assets

Liabilities and Partners’ or Shareholders Equity:
Mortgages and notes payal(1)
All other liabilities

Partner’ or shareholde’ equity
Total Liabilities and Partne’ or Shareholde’ Equity

Our share of historical partn’ or shareholde’ equity (2)

Net excess of cost of investments over the net bable of underlying net ass¢2) (3)

Carrying value of investments in unconsolidatediafés (2)

Our share of unconsolidated r-recourse mortgage de(1)
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December 31

2010 2009
580,25 683,257
92,420 118,51:
672,68( 801,77(
424.81¢ 594,08
26,267 32,85¢
221,59! 174,83:
672,68( 801,77(
61,027 34,63!
2,58t 19,03¢
63,60 53,66¢
150,69¢ 238,55!
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4. NVESTMENTS IN AFFILIATES — Continued
Q) Our share of scheduled future principal paymentduting amortization, due on mortgages and nodgafple at December 31, 2010 is as follo
2011 $ 4,12¢
2012 22,90:
2013 23,83(
2014(a) 64,47¢
2015 1,13¢
Thereafter 34,22¢

$ 150,69¢

All of this joint venture debt is norecourse to us except in the case of customaryp@ros pertaining to such matters as misuse of
environmental conditions and material misrepresms.

(a) Includes our 22.81% portion of a $38.7 millimortgage payable which is callable at the I€isdsole discretion on either of the following
dates: May 1, 2014, 2019 or 2024, by giving writbertice at least six months prior to the electdbdzee.

2) During the third quarter of 2006, three of our DMsines joint ventures made cash distributions agaieg $17.0 million in connection with a d
refinancing. We received 50.0% of such distribugiofss a result of these distributions, our investh@ecount in these joint ventures became neg
We recorded the distributions as a reduction of inuestment account and included the resulting meganvestment balances of $12.4 millior
accounts payable, accrued expenses and otheitiesbdt December 31, 2009. Our interests in th@isé¢ ventures were sold in the second quart
2010.

3) This amount represents the aggregate differenageleet our historical cost basis and the basis teffieat the joint venture level, which is typici
depreciated over the life of the related as

Years Ended December 31

2010 2009 2008
Income Statements:
Rental and other revenues $ 119,86¢ $ 149,85¢ $ 161,59:
Expenses:
Rental property and other expen 56,86¢ 72,344 79,64
Depreciation and amortizatic 31,40: 35,537 34,70z
Interest expens 27,95¢ 35,24¢ 36,117
Total expense 116,22! 143,12¢ 150,46¢
Income before disposition of properties 3,64: 6,73( 11,127
Gains on disposition of properti = 2,962 —
Net income $ 3,64 $ 9,69 $ 11,127
Our share of:
Depreciation and amortization of real estate a: $ 10471 $ 12,83¢ $ 12,75!
Interest expens $ 10,54 $ 14,07: $ 14,58;
Net gain on disposition of depreciable proper $ — $ 58z $ —
Net income $ 1,46¢ $ 2,88¢ $ 3,732
Our share of net incon $ 1,46¢ $ 2,88¢ $ 3,73¢
Purchase accounting and management, leasing aedfe#s adjustmen 2,35¢ 2,532 2,14¢
Equity in earnings of unconsolidated affilia $ 3821 $ 5421 $ 5,87¢
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4. NVESTMENTS IN AFFILIATES — Continued
The following summarizes additional informationateld to certain of our unconsolidated affiliates:
- Highwoods DLF 97/26 DLF 99/32, L.P. (“DLF 1I")

In 2009, DLF Il sold one property for gross proceedl $7.1 million and recorded an impairment chayf80.5 million. We recorded $0.2 million as
proportionate share of this impairment charge thhoequity in earnings of unconsolidated affiliate2009.

- Kessinger/Hunter, LLC

Kessinger/Hunter, LLC, which is managed by our tjohenture partner, previously provided property agement, leasing, brokerage and ce
construction related services to certain of our Whowned Properties in Kansas City, MO. These ises/were reduced by us to only leasietated service
in 2009. Kessinger/Hunter, LLC received $0.8 milli&0.5 million and $2.6 million from us for theservices in 2010, 2009 and 2008, respectively.

- Highwoods-DLF Forum, LLC (“DLF Forum”)

In 2008, we contributed $12.3 million to this jowenture for a 25% ownership interest. The joimituee acquired a 635,000 square foot office pa
Raleigh, NC, for approximately $113 million and aibed a $67.5 million loan secured by the property.

- Highwoods DLF 98/29, LLC (“DLF 1”)

At the formation of this joint venture in 1999, opartner contributed excess cash to the venturewia distributed to us under the joint ven
agreements. We are required to repay this excesstoaur partner over time, as discussed in Note 9

In 2009, DLF | sold a property for gross proceefi$1a!.8 million and recorded a gain of $3.4 millide recorded $0.8 million as our proportionatere
of this gain through equity in earnings of uncoidatked affiliates in 2009.

- HIW Development B, LLC
In 2009, we contributed $0.3 million to this joienture for a 10% ownership interest. Simultanemits the formation, this joint venture acquired dafior

$3.4 million to be used for development in ChadptC. In 2010, we contributed an additional $1ibion to this joint venture for the purpose of @ructing
a build-to-suit office property expected to cosé $million when completed in 2011. We receive oosry development fees for this construction.
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4, NVESTMENTS IN AFFILIATES — Continued
- Des Moines, IA Joint Ventures

During the second quarter of 2010, we sold ourtggnterests in a series of unconsolidated jointtuees relating to properties in Des Moines, IAe
assets in the joint ventures included 1.7 millignare feet of office, 788,000 square feet of indaisand 45,000 square feet of retail propertisswall as 41
apartment units. In connection with the closing,reeeived $15.0 million in cash. We had a negabiwek basis in certain of the joint ventures, priityeas ¢
result of prior cash distributions to the partnéxscordingly, we recorded gain on disposition oféatment in unconsolidated affiliates of $25.3 imillin the
second quarter of 2010. As of the closing datejaim ventures had approximately $170 million etsared debt, which was neeeourse to us except (1) in
case of customary exceptions pertaining to mastach as misuse of funds, borrower bankruptcy, unjexd transfers, environmental conditions and e
misrepresentations and (2) approximately $9.0 omiltif direct and indirect guarantees. We have been eddag the applicable lenders from all such dired
indirect guarantees and we have no ongoing lenalglity relating to such customary exceptions tmmecourse liability with respect to most, but ndt af the
debt. The buyer has agreed to indemnify and holtansless from any and all future losses that viieisas a result of our prior investment in thenjoienture
(other than losses directly resulting from our aetemissions). In the event we are exposed tosaok future loss, our financial condition and opiegaresult:
would not be adversely affected unless the buyults on its indemnification obligation.

- Other Activities

We receive development, management and leasingfdee®rvices provided to certain of our joint waets. These fees are recognized as income
extent of our respective joint venture partadriterest in rental and other revenues. In thesyeaded December 31, 2010, 2009 and 2008, we mzeah$2.
million, $2.1 million and $2.1 million, respectiyelof development, management and leasing fees étanunconsolidated joint ventures.

Consolidated Affiliates
The following summarizes our consolidated affil@te
- Highwoods-Markel Associates, LLC (“Markel”)

We have a 50.0% ownership interest in Markel. We the manager and leasing agent for Maskefoperties located in Richmond, VA and rec
customary management and leasing fe¥ge consolidate Markel since we are the generahpadnd control the major operating and financaicges of the
joint venture. The organizational documents of Mélequire the entity to be liquidated through #ade of its assets upon reaching December 31, 244
controlling partner, we have an obligation to catlég propertyewning entity to distribute proceeds of liquidatimnthe noncontrolling interest partner in tt
partially owned properties only if the net proceeelseived by the entity from the sale of our assetgant a distribution as determined by the ageseniVe
estimate the value of noncontrolling interest distiions would have been approximately $13.9 milllead the entity been liquidated at December 310.
This estimated settlement value is based on thes/édiie of the underlying properties which is basada number of assumptions that are subject tnceni
and market uncertainties including, among otheesnahd for space, competition for customers, changesarket rental rates and costs to operate
property. If the entitys underlying assets are worth less than the uridgrliabilities on the date of such liquidation, weuld have no obligation to remit &
consideration to the noncontrolling interest holder

- SF-HIW Harborview Plaza, LP (“Harborview”)
We have a 20.0% interest in Harborview. We arentia@ager and leasing agent for Harborvewtoperty located in Tampa, FL and receive custp

management and leasing fees. As further describbidbie 8, we account for this joint venture as a finandaibgigation since our partner has the right toits
interest back to us in the future.
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4. NVESTMENTS IN AFFILIATES — Continued

- Plaza Residential, LLC (“Plaza Residential”)

In 2007, through our taxable REIT subsidiary, watdbuted $10.6 million for a majority owned intstén Plaza Residential, which was formed to dep
and sell 139 fosale residential condominiums constructed abowveffeaze property developed by us in Raleigh, NC. @artner had a 7.0% ownership inte
in the joint venture, performed development sewviime the joint venture for a market developmeset dad guaranteed 40.0% of the construction fingndhs
of December 31, 2009, we consolidated this joimtwee since we own the majority interest. On Decand®, 2010, we acquired our partiseiriterest for $0.
million.

5. DeFERRED FINANCING AND LEASING COSTS

The following table sets forth total deferred ficamg and leasing costs, net of accumulated amdidizalease intangible assets include lease cononi
and above market and in-place lease intangiblesaaseing from purchace accounting.

December 31

2010 2009
Deferred financing cos $ 16,41: $ 16,81!
Less accumulated amortizati (7,054 (4,54%)
9,35¢ 12,26:
Deferred leasing costs (including lease intangisigets and lease incentiv 128,03( 108,83!
Less accumulated amortizati (52,329 (47,580
75,70! 61,25t
Deferred financing and leasing costs, $ 85,05¢ $ 73,51

Amortization of deferred financing and leasing sosere as follows:

Years Ended December 31

2010 2009 2008
Amortization of deferred financing cos $ 3,38 $ 2,76C $ 2,71¢
Amortization of lease intangible assets (includedépreciation anamortization) $ 17,38: $ 15,06« $ 15,32(
Amortization of lease incentives (included in rémtiad other revenue: $ 1,23¢ $ 1,11C $ 1,041

The following table sets forth scheduled future eiration for deferred financing and leasing ce@sgf December 31, 2010:

Amortization of Amortization of  Amortization

Deferred Lease Intangible of Lease

Years Ending December 31 Financing Costs Assets Incentives
2011 $ 3,01¢ $ 17,16¢ $ 1,03¢
2012 2,78¢ 14,29 93¢
2013 1,16¢ 11,23: 77E
2014 791 8,54¢ 617
2015 791 6,097 40€
Thereafter 80¢& 13,20! 1,39(
$ 9,35¢ $ 70,53¢ $ 5,16¢€

The weighted average remaining amortization perfodsleferred financing costs, lease intangibleetssand lease incentives were 3.4 years, 6.2 yoa
7.9 years, respectively, as of December 31, 2010.
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XFERRED FINANCING AND LEASING CosTs - Continued

In connection with the acquisition of an office pesty in Memphis, TN in the third quarter of 2010 recorded $2.8 million of above market le
intangible assets and $7.1 million of piace lease intangible assets with weighted avesaggtization periods at the time of the acquisitad 7.3 and 5.
years, respectively.

MORTGAGES AND NOTES PAYABLE

Our mortgages and notes payable consist of thewail:

December 31

2010 2009

Secured indebtedness(1)
7.05% mortgage loan due 20 $ 186,03¢ $ 188,08t
6.03% mortgage loan due 20 128,08 130,73¢
5.68% mortgage loan due 20 113,23( 115,95¢
5.17% (6.43% effective rate) mortgage loan due 2(2) 40,19¢ —
6.88% mortgage loans due 2C 113,38t 114,61(
7.50% mortgage loan due 20 46,66: 47,10¢
5.74% to 9.00% mortgage loans due between 2012@b6i(3) (4) (5) 74,69! 82,48
Variable rate construction loan due 2((6) 52,10¢ 41,74
754,39¢ 720,72

Unsecured indebtedness
5.85% (5.88% effective rate) notes due 2(7) 391,04¢ 390,92¢
7.50% notes due 20: 200,00( 200,00(
Variable rate term loans due between 2011 and (8) 147,50( 157,50(
Revolving credit facility due 201(®) 30,00( —
768,54¢ 748,42¢
Total $ 1,522,94! $ 1,469,15!

(Y

@

©)

4)

®)
(6)

™
®
©

The mortgage loans payable are secured by realeeatsets with an aggregate undepreciated boole vafuapproximately $1.2 billion
December 31, 2010. Our fixed rate mortgage loameigdly are either locked out to prepayment foraalla portion of their term or are prepay:
subject to certain conditions including prepaynpstalties

Net of amortized fair market value discount of $&illion as of December 31, 201

Includes mortgage debt related to K9V Harborview Plaza, LP., a consolidated 20.0% eevipint venture, of $21.5 million and $21.9 mitli@
December 31, 2010 and 2009, respectively. See &

Includes mortgage debt related to Markel, a codatéid 50.0% owned joint venture, of $35.0 milliord &35.8 million at December 31, 2010
2009, respectively. See Note :

Net of amortized fair market value premium of $thidlion at both December 31, 2010 and 20

Maturity date does not reflect a opear extension option available to us, except énethent of default, related to the $52.1 milliottstanding on ot
$70.0 million secured construction facility. Theerest rate is 1.12% at December 31, 2I

Net of amortized original issuance discount of $@iBion and $0.9 million at December 31, 2010 @099, respectively
The interest rates are 3.90% and 1.36% on our $aillidn and $137.5 million term loans, respectiyeds of December 31, 201

The interest rate is 3.16% on our revolving créatiflity at December 31, 201
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6. MORTGAGES AND NOTES PAYABLE - Continued

The following table sets forth scheduled futurepipal payments, including amortization, due onmortgages and notes payable at December 31, 2010:

Principal
Years Ending December 31, Amount
2011(1) $ 201,37!
2012 224,64¢
2013 272,92.
2014 34,84:
2015 42,00¢
Thereaftel 747,15
$ 1,522,94!
Q) This amount does not reflect a grear extension option available to us, except éebent of default, related to amounts outstandimger our $70.

million secured construction facilit

Our $400.0 million unsecured revolving credit fagilis scheduled to mature on February 21, 2013 inollides an accordion feature that allows fc
additional $50.0 million of borrowing capacity sabj to additional lender commitments. Assuming wetioue to have three publicly announced ratingm
the credit rating agencies, the interest rate acditfy fee under our revolving credit facility atlsed on the lower of the two highest publicly amtel
ratings. Based on our current credit ratings, therest rate is LIBOR plus 290 basis points andatireual facility fee is 60 basis points. We exgeatise oL
revolving credit facility for working capital purges and for the shotérm funding of our development and acquisitiorivégt and, in certain instances, :
repayment of other debt. Continuing ability to lmevrunder the revolving credit facility allows usdaickly capitalize on strategic opportunities ho-tern
interest rates. There was $30.0 million and $20i0iom outstanding under our revolving credit fawil at December 31, 2010 and February 2, 2
respectively. At both December 31, 2010 and Felraa2011, we had $0.5 million of outstanding lettef credit, which reduces the availability on
revolving credit facility. As a result, the unuseapacity of our revolving credit facility at Deceert81, 2010 and February 2, 2011 was $369.5 mibioc
$379.5 million, respectively.

Our $70.0 million secured construction facility, efhich $52.1 million was outstanding at December2Zl0O, is scheduled to mature
December 20, 2011. Assuming no defaults have oeduwe have the option to extend the maturity fimt@n additional ongear period. The interest rate
LIBOR plus 85 basis points. This facility had $1m8lion of availability at December 31, 2010 anelifuary 2, 2011.

In 2010, we repaid $10.0 million of our $20.0 naifli threeyear unsecured term loan. Additionally, we repid $5.8 million remaining balance tt
outstanding on the mortgage payable secured by@®uental residential units to unencumber thesetadsr a planned development project. We incua
penalty of $0.6 million related to this early repsnt, which is included in loss on debt extinguishiin 2010.

In 2009, we paid off at maturity $50.0 million of125% unsecured notes and retired the remaining.31Million principal amount of a twwanche:
secured loan. We also obtained a $20.0 millioreefyear unsecured term loan bearing interest @93,% $115.0 million, six and a haléar secured lo:
bearing interest of 6.88% and a $47.3 million, seyear secured loan bearing interest of 7.50%. We epurchased $8.2 million principal amoun
unsecured notes due 2017 and obtained a new $40idn unsecured revolving credit facility whicleplaced the then existing credit facility, as dése
previously.
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6. MORTGAGES AND NOTES PAYABLE - Continued

In 2008, we obtained a $137.5 million, thrgear unsecured term loan bearing interest of LIGMR 110 basis points. We used a portion of thegeds t
pay off at maturity $100.0 million of 7.125% unsesainotes.

We are currently in compliance with the debt covesa@nd other requirements with respect to ourtanding debt.

Our revolving credit facility, bank term loan duefebruary 2011 ($137.5 million outstanding as eE@mber 31, 2010) and bank term loan due in M
2012 ($10.0 million outstanding as of December21,0) require us to comply with customary operatingenants and various financial requirements.€
were to fail to make a payment when due with ressfzeany of our other obligations with aggregat@aid principal of $10.0 million, and such failuenain:
uncured for more than 120 days, the lenders unatecredit facility could provide notice of theirtémt to accelerate all amounts due thereunder. dpogver
of default on the revolving credit facility, thenlders having at least 66.7% of the total commitsamtder the revolving credit facility can accelerat!
borrowings then outstanding, and we could be pitgdlfrom borrowing any further amounts under cwalving credit facility, which would adversely aéf
our ability to fund our operations.

The Operating Partnership has $391.0 million cagyamount of 2017 bonds outstanding and $200.0omitarrying amount of 2018 bonds outstanc
The indenture that governs these outstanding metpsres us to comply with customary operating cewes and various financial ratios. The truste¢he
holders of at least 25% in principal amount of eitleries of bonds can accelerate the principaluatmof such series upon written notice of a deftudt
remains uncured after 60 days.

We may not be able to repay, refinance or exterydoarall of our debt at maturity or upon any accafien. If any refinancing is done at higher intd
rates, the increased interest expense could adiyeaffect our cash flow and ability to pay distrtmns. Any such refinancing could also impose #g
financial ratios and other covenants that restrintability to take actions that could otherwiseilbeur best interest, such as funding new deve@yractivity
making opportunistic acquisitions, repurchasing seaurities or paying distributions.

Other Information

Total interest capitalized to development projeeés $1.4 million, $4.6 million and $8.3 million ftine years ended December 31, 2010, 2009 and
respectively.

7. DERIVATIVE FINANCIAL INSTRUMENTS
We had no outstanding interest rate hedge contaa@ecember 31, 2010 or 2009.
The following table sets forth the effect of ouioprcash flow hedges on AOCL and interest expense:

Years Ended December 31

2010 2009 2008
Derivatives Designated as Cash Flow Hedge
Amount of unrealized gain/(loss) recognized in AOClon derivatives (effective portion):
Interest rate swaps $ — $ 937 $ (1,37¢6)
Amount of loss/(gain) reclassified out of AOCL into interesexpense (effective portion:
Interest rate sway $ 237 % (249 $ 181
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7. DERIVATIVE FINANCIAL INSTRUMENTS - Continued
The following table sets forth the effect of ouioprderivatives not designated as hedging instrumen interest expense:

Years Ended December 31
2010 2009 2008

Derivatives Not Designated as Hedging Instrument:
Amount of gain/(loss) recognized in interest expeeson derivative:

Interest rate sway $ — 3 — $ 182

8. HNANCING ARRANGEMENTS
Our financing obligations consist of the following:

December 31

2010 2009
SF-HIW Harborview, LP financing obligatio $ 17,61¢ $ 16,95,
Tax increment financing bor 14,25¢ 15,37«
Repurchase obligatic — 4,18¢
Capitalized ground lease obligati 1,24C 1,191
Total $ 33,11« $ 37,70¢
Harborview

Our joint venture partner in Harborview has théntitp put its 80.0% equity interest in the joinntigre to us in exchange for cash at any time duttie
oneyear period commencing September 11, 2014. Thee\afithe 80.0% equity interest will be determinétha time that our partner elects to exercisput
right, if ever, based upon the then fair marketigadf Harborview LPs assets and liabilities, less 3.0%, which amowa# intended to cover the normal cos
a sale transaction. Because of the put option tithisaction is accounted for as a financing tretima Accordingly, the assets, liabilities and @i®ns relate
to Harborview Plaza, the property owned by Harl®mLP remain in our Consolidated Financial Statesien

As a result, we established a financing obligagqgoal to the $12.7 million net equity contributgdthe other partner. At the end of each reportiagqul
the balance of the gross financing obligation imsteéd to equal the greater of the original finagcdbligation of $12.7 million or the current faialue of th:
put option discussed above. This financing obl@atinet of payments made to our joint venture paytis adjusted by a related valuation allowana®aot
which is being amortized prospectively through 8epier 2014 as interest expense on financing oldigathe fair value of the put option was $10. 2l
and $12.2 million at December 31, 2010 and 2008paetively. Additionally, the net income from thpesations before depreciation of Harborview F
allocable to the 80.0% partner is recorded aseéstezxpense on financing obligation. We continudepreciate the property and record all of the egptior
on our books.
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8. FNANCING ARRANGEMENTS - Continued
Tax Increment Financing Bond

In connection with tax increment financing for ctiostion of a public garage related to a wholly edroffice building, we are obligated to pay fi
special assessments over ay2@r period ending in 2019. The net present vafubese assessments, discounted at 6.93% at taptioc of the obligatio
which represents the interest rate on the undeylpiond financing, is recorded as a financing oltiliga We receive special tax revenues and propen
rebates recorded in interest and other income, lwhie intended, but not guaranteed, to provide Suadpay the special assessments. We acquire
underlying bond in a privately negotiated transacin 2007 (see Note 11).

Repurchase Obligation

In connection with a disposition in 2009 of a birilgllocated in Raleigh, NC, the buyer had a limitigght to put the building to us in exchange foz sale
price plus certain costs if we had been unablatisfy a certain posttosing requirement by March 1, 2010. Accordinghg assets, liabilities and operation
the building remained in our Consolidated Finan&itements during this contingency period. WesBatl this postlosing requirement in the first quarte
2010 and accordingly, met the requirements to ceaaompleted sale in the first quarter of 2010.

Capitalized Ground Lease Obligation

The capitalized ground lease obligation represantsbligation to the lessor of land on which westarcted a building. We are obligated to make 1
payments to the lessor through October 2022 andetise provides for fixed price purchase optionsha ninth and tenth years of the lease. We inte
exercise the purchase option in order to prevergcamomic penalty related to conveying the buildmghe lessor at the expiration of the lease. Aétepreset
value of the fixed rental payments and purchas®mophrough the ninth year was calculated at tleeption of the lease using a discount rate of 7.IP&
assets and liabilities under the capital leaseearerded at the lower of the present value of mimmease payments or the fair value. The liabditgretes int
interest expense each month for the difference detvihe interest rate on the financing obligatiod the fixed payments. The accretion will contirunil the
liability equals the purchase option of the landhia ninth year of the lease.

9. GOMMITMENTS AND CONTINGENCIES
Operating Ground Leases
Certain Wholly Owned Properties are subject to afeg ground leases. Rental payments on thesesleaseadjusted periodically based on eithe

consumer price index or on a ptetermined schedule. Total rental property expeeserded for operating ground leases was $1.5amjli$1.6 million an
$1.4 million for the years ended December 31, 2QD09 and 2008, respectively.
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9. MMITMENTS AND CONTINGENCIES - Continued

The following table sets forth our scheduled olligyzs for future minimum payments on operating gibleases at December 31, 2010:

2011 $ 1,12¢
2012 1,15(C
2013 1,171
2014 1,19:
2015 1,217
Thereafter 29,89:

$ 35,757

Completion Contracts

We have approximately$8.6 million of completion contracts at Decembey3110. Completion contracts relate to paymentsetanade under curre
contracts for various development/constructiongots, which we expect to pay in 2011.

Environmental Matters

Substantially all of our irservice and development properties have been gabjéz Phase | environmental assessments andrtaircastances, Phase
environmental assessments. Such assessments apdates have not revealed, nor are we aware ofeaviyonmental liability that we believe would haa
material adverse effect on our Consolidated Firsr&tiatements.

DLF | Obligation

At the formation of DLF I, the amount our partnentributed in cash to the venture and subsequeidtyibuted to us was determined to be $7.2 millit
excess of the amount required based on its owneistarest and the agreegbon value of the real estate assets. We are eghtarrepay this amount over
years, beginning in the first quarter of 1999. H7e2 million was discounted to net present valug38 million using a discount rate of 9.62% spedifin the
agreement. Payments of $0.6 million were made ah ed the years ended December 31, 2010, 2009 @8. Zhe balance at December 31, 2010 and 2(
$1.2 million and $1.6 million, respectively, whichincluded in accounts payable, accrued expermmtstaer liabilities.

Litigation, Claims and Assessments

We are from time to time a party to a variety afdeproceedings, claims and assessments arisihg iordinary course of our business. We regulastes
the liabilities and contingencies in connectionhathese matters based on the latest informatioitaéle@ For those matters where it is probable thathav:
incurred or will incur a loss and the loss or ranfiéoss can be reasonably estimated, the estinlassds accrued and charged to income in our Ginlagec
Financial Statements. In other instances, becaude aincertainties related to both the probablkeaue and amount or range of loss, a reasonabieatsto
liability, if any, cannot be made. Based on theeotr expected outcome of such matters, none oétpexceedings, claims or assessments is expecteVéo:
material adverse effect on our business, finamaadition, results of operations or cash flows.
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10. NDNCONTROLLING INTERESTS
Noncontrolling Interests in the Operating Partnershp

Noncontrolling interests in the Operating Partngrshlate to the ownership of Common Units by vasiindividuals and entities other than the Comg
Net income attributable to noncontrolling intereistshe Operating Partnership is computed by apglyhe weighted average percentage of Common dai
owned by the Company during the period, as a pemfthe total number of outstanding Common Urtiésthe Operating Partnershéphet income for tf
period after deducting distributions on Preferrentt] When a noncontrolling unitholder redeems an@mn Unit for a share of Common Stock or cash
noncontrolling interests in the Operating Partnigrstie reduced and the Companghare in the Operating Partnership is increagetthé fair value of eac
security at the time of redemption.

The following table sets forth noncontrolling irgsts in the Operating Partnership:

Years Ended December 31

2010 2009
Beginning noncontrolling interests in the Operatfratnershij $ 129,76¢ $ 111,27¢
Adjustments of noncontrolling interests in the Gytierg Partnership to fair valt (2,72)) 27,715
Conversion of Common Units to Common St (3,067) (5,599
Net income attributable to noncontrolling interestshe Operating Partnerst 3,32( 3,197
Distributions to noncontrolling interests in theegting Partnershi (6,469 (6,835
Total noncontrolling interests in the OperatingtRarship $ 120,83t $ 129,76¢

The following table sets forth net income availalolecommon stockholders and transfers from nonodiirtg interests in the Operating Partnership:

Years Ended December 31

2010 2009 2008
Net income available for common stockhold $ 61,79C $ 51,77¢ $ 22,08(
Increase in additional paid in capital from coni@msof Common Units to Common Sto 3,06( 5,58¢ 2,021
Change from net income available for common stoltdrs and transfers from noncontrolling )
interests $ 64,85( $ 57,361 $ 24,10:

Noncontrolling Interests in Consolidated Affiliates

At December 31, 2010, noncontrolling interests amsolidated affiliates, a component of equity, tedato our respective joint venture partnés8.0%
interest in Markel. Our joint venture partner istamelated third party.
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11. DscLosure ABouUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The following summarizes the three levels of inptltat we use to measure fair value, as well asaisets, noncontrolling interests in the Oper:
Partnership and liabilities that we recognize atvfalue using those levels of inputs.

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

Our Level 1 assets are investments in marketaloierisies which we use to pay benefits under our-goalified deferred compensation plan. Our Ley
noncontrolling interests in the Operating Partnigrselate to the ownership of Common Units by vasiindividuals and entities other than the Comp&ny
Level 1 liability is our non-qualified deferred cpensation obligation.

Level 2. Observable inputs other than Level 1 prices, suchumted prices for similar assets or liabilitigepted prices in markets that are not activ:
other inputs that are observable or can be coretbdrby observable market data for substantiaiyfuli term of the related assets or liabilities.

We had no Level 2 assets or liabilities at Decen3lie2010 and 2009.

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

Our Level 3 assets are our tax increment finanbioigd, which is not routinely traded but whose faitue is determined using the income approa
estimate the projected redemption value based oteduid/ask prices for similar unrated municipahdts, and real estate assets recorded at fair valaenon-

recurring basis as a result of our quarterly impaint analysis, which were valued using independpptaisals, substantiated by internal cash flovyaea.

The following tables set forth the assets, nonadlinig interests in the Operating Partnership aablility that we measure at fair value by levelhiit the
fair value hierarchy. We determine the level basethe lowest level of substantive input used teheine fair value.

Level 1 Level 3
Quoted
Prices in
Active
Markets for
Identical Significant
December 31  Assets or  Unobservable
2010 Liabilities Inputs
Assets:
Marketable securities of n-qualified deferred compensation plan (in prepaidemses and other asse $ 347¢ $ 347¢ $ —
Tax increment financing bond (in prepaid expensesather assets) 15,69¢ — 15,69¢
Total Assets $ 19,17¢ $ 3,47¢ $ 15,69¢
Noncontrolling Interests in the Operating Partnershp $ 120,83t $ 120,83t $ —
Liability:
Non-qualified deferred compensation obligation (in@aas payable, accrued expenses and other
liabilities) $ 4,091 $ 4,091 $ —
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11. DscLosure ABouT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

Level 1 Level 3
Quoted
Prices in
Active
Markets for
Identical Significant
December 31  Assets or Unobservable
2009 Liabilities Inputs
Assets:
Marketable securities of n-qualified deferred compensation p! $ 6,13t $ 6,13t $ —
Tax increment financing bor 16,87 — 16,87:
Impaired real estate ass 32,00( — 32,00(
Tota| Assets $ 55,00( $ 6,13E $ 48,87:
Noncontrolling Interests in the Operating Partnershp $ 129,76¢ $ 129,76¢ $ —
Liability:
Non-qualified deferred compensation obligat $ 6,89t $ 6,89¢ $ —

The following table sets forth the changes in oevél 3 asset:

December 31

2010 2009
Asset:
Tax Increment Financing Bond
Beginning balanc $ 16,871 $ 17,46¢
Principal repaymer (99%) (890)
Unrealized gain/(loss) (in AOCL @77 29¢
Ending balanc $ 15,69¢ $ 16,87

In 2007, we acquired a tax increment financing bassociated with a property developed by us. Torglbamortizes to maturity in 2020. The estim
fair value at December 31, 2010 was $2.5 milliolowethe outstanding principal due on the bondh# yield-tomaturity used to fair value this bond was
basis points higher or lower, the fair value of ttend would have been $0.7 million lower or highespectively, as of December 31, 2010. Currentl
intend to hold this bond and have concluded thatwillenot be required to sell this bond before neexy of the bond principal. Payment of the printigac
interest for the bond is guaranteed by us andetber, we have recorded no credit losses relaté¢detdoond in the years ended December 31, 2012a0@
There is no legal right of offset with the liabjlitwhich we report as a financing obligation, retato this tax increment financing bond.
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11. DscLosure ABouT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

The following table sets forth the carrying amouwmsl fair values of our financial instruments nisctbsed elsewhere:

Carrying

Amount Fair Value
December 31, 201!
Mortgages and notes receivable $ 19,04 $ 19,09:
Mortgages and notes payable $ 1,522,94! $ 1,581,51!
Financing obligations (including Harborview finangiobligation) $ 33,11« $ 23,88(
December 31, 200
Mortgages and notes receivable $ 3,14 $ 3,145
Mortgages and notes payable $ 1,469,15! $ 1,440,31
Financing obligations (including Harborview finangiobligation) $ 37,70¢ $ 31,66¢

The carrying values of our cash and cash equivaleastricted cash, accounts receivable, marketsuarities of nomualified deferred compensat
plan, tax increment financing bond, nqualified deferred compensation obligation and womlling interests in the Operating Partnership equal to ¢
approximate fair value. The fair values of our rgages and notes receivable, mortgages and notablpagnd financing obligations were estimated utis
income or market approaches to approximate the phiat would be paid in an orderly transaction leetwmarket participants on the respective measunt
dates.

12. Buity
Common Stock Offerings

In 2009, the Company sold 7.0 million shares of @wn Stock for net proceeds of $144.1 million. Wedia portion of the net proceeds of the offerir
retire the remaining $107.2 million principal amowf a twotranched secured loan. The remaining net proceeds the offering were used to reduce
amount of borrowings outstanding under our revg\iredit facility.

In 2008, the Company sold 5.5 million shares of @wn Stock for net proceeds of $195.0 million. Wedua portion of the net proceeds of the offerir
repurchase 53,845 outstanding 8.625% Series A GitimelRedeemable Preferred Shares for an aggrpgatbase price of $52.5 million. The remaining
proceeds from the offering were used to reduceutheunt of borrowings outstanding under our rev@\gnedit facility.

Common Stock Dividends
Dividends declared and paid per share of Commock3tggregated $1.70 for each of the years endedrbiser 31, 2010, 2009 and 2008.
The following table sets forth the estimated takihio the common stockholders of dividends pearstfor federal income tax purposes:

Years Ended December 31

2010 2009 2008

Ordinary income $ 041 $ 1.0¢ $ 0.97
Capital gains 0.4 0.6C 0.2(
Return of capita 0.8 0.01 0.5¢%
Total $ 1.7C $ 1.7C $ 1.7C
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12. EKuity - Continued
Our tax returns have not been examined by therlat&evenue Service (“IRS”) and, therefore, thealélity of dividends is subject to change.
Preferred Stock

The following table sets forth our Preferred Stock:

Annual
Number of Liquidation Optional Dividends
Shares Carrying Preference Redemption  Payable
Preferred Stock Issuances Issue Date  Outstanding Value Per Share Date Per Share
(in
thousands)
December 31, 2010 and 200!
8.625% Series A Cumulative Redeeme 2/12/1997 29 $ 29,09 $ 1,00( 2/12/2027 $ 86.2¢%
8.000% Series B Cumulative Redeems: 9/25/1997 2,10 $ 52,50 $ 25 9/25/2002 $ 2.0C

The following table sets forth the estimated tak@bio the preferred stockholders of dividends pleare for federal income tax purposes:

Years Ended December 31

2010 2009 2008

8.625% Series A Cumulative Redeemable
Ordinary income $ 418 $ 55.8¢ $ 71.2(
Capital gain: 44.4¢ 30.3¢ 15.0¢
Total $ 86.2f $ 86.2t $ 86.2F

8.000% Series B Cumulative Redeemablt
Ordinary income $ 097 $ 1.3C $ 1.65
Capital gain: 1.02 0.7C 0.3t
Total $ 2.0C $ 2.0C $ 2.0C

In 2008, we repurchased 53,845 outstanding 8.62&feSA Preferred Shares for an aggregate purgivacseof $52.5 million.
Warrants

Warrants to acquire Common Stock were issued irv 2881 1999 in connection with property acquisitioims2010 and 2009, there were no warr
exercised. In 2008, 10,000 warrants with an exerpisce of $32.50 were exercised. At December 8102there are 15,000 warrants outstanding wil
exercise price of $32.50. These warrants have poation date.
Dividend Reinvestment Plan

We have a Dividend Reinvestment and Stock PurcR&se under which holders of Common Stock may dleetutomatically reinvest their dividends

additional shares of Common Stock and make optioash payments for additional shares of CommonkStte may elect to satisfy such obligations
issuing additional shares of Common Stock or irtsitng the plan administrator to purchase CommowlSito the open market.

85




(Table of Contents)

HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

13. BvPLOYEE BENEFIT PLANS
Officer, Management and Director Compensation Progams

Our officers participate in an annual nequity incentive program whereby they are eligitieincentive cash payments based on a percentatieit
annual base salary. In addition to consideringptiyepractices of our peer group in determining eztiber’s incentive payment percentage, the offisability
to influence our performance is also considereghExdficer has a target annual negulity incentive payment percentage that ranges #5% to 130% of ba
salary depending on the officer’s position. Thdc&ff's actual incentive payment for the year is the pebaf the target annual incentive payment perge
times a “performance factoryhich can range from zero to 200%. This performaiactor depends upon the relationship between hasous performanc
criteria compare with predetermined goals. For #Hiteyr who has division responsibilities, goals foertain performance criteria are based partly ha
division’s actual performance relative to that gign’s established goals and partly on actual totabperdnce. Incentive payments are accrued and exgém
the year earned and are generally paid in thediratter of the following year.

Certain other members of management participasam iannual norquity incentive program whereby a target annusih gacentive payment is establis
based upon the job responsibilities of their positincentive payment eligibility ranges from 108630% of annual base salary. The actual incentyenent i:
determined by our overall performance and the iddiai’s performance during each year. These incentivenpais are also accrued and expensed in th
earned and are generally paid in the first quatfté¢ne following year.

The following table sets forth the number of share€ommon Stock reserved for future issuance:

December 31

2010 2009
Outstanding stock options and warrants 1,495,191 1,482,77.
Possible future issuance under equity incentivag 2,642,62! 3,000,001
4,137,811 4,482,717

Our officers generally receive annual grants otlstoptions and restricted stock on or about Maraif #ach year. Restricted stock grants are alsee
annually to directors and certain nofiicer employees. At December 31, 2010, there veasaining availability of 2.6 million shares of Coman Stocl
reserved for future issuance under the 2009 LommnTequity Incentive Plan, of which no more than éhlion can be in the form of restricted stock.
December 31, 2010, we had 128.3 million remainimgyas of Common Stock authorized to be issued ungecharter.

Additional total return-based restricted stock rbayissued at the end of the thgear periods if actual performance exceeds celeawls of performanc
Such additional shares, if any, would be fully eéstvhen issued. No expense is recorded for additgimares of total returnased restricted stock that may
issued at the end of the three-year period siretepibssibility is already reflected in the grantediir value.

Dividends received on restricted stock are fanfeitable and are paid at the same rate and @sdme date as on shares of Common Stock. Divideaic
on subsequently forfeited shares are expensed.

During the years ended December 31, 2010, 20092808, we recognized $6.6 million, $6.6 million a#ifi.7 million, respectively, of shatmse:
compensation expense. Because we generally doagdhpome taxes we do not realize tax benefitshamebased payments. At December 31, 2010, ther
$6.2 million of total unrecognized shavased compensation costs, which will be recognigest vesting periods that have a weighted averageining terr
of 2.1 years.
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13. BwpLOYEE BENEFIT PLANS - Continued

- Stock Options

Stock options issued prior to 2005 vest ratablyr doer years and remain outstanding for 10 yeaisckSoptions issued beginning in 2005 vest ratalis
a four-year period and remain outstanding for sepears. The value of all options as of the datgraft is calculated using the Black-Scholes opfinoing
model and is amortized over the respective vestingervice period. The fair values of options gedntluring 2010, 2009 and 2008 were $4.96, $1.8:
$3.18, respectively, per option. The fair valuethef options granted were determined at the gratetsdusing the following assumptions:

2010 2009 2008

Risk free interest rai(1) 2.58% 2.31% 2.67%
Common stock dividend yiel(2) 5.85% 8.96% 5.71%
Expected volatility(3) 32.2% 29.% 22.6%
Average expected option life (yea(4) 5.7¢ 5.7t 5.7¢
Q) Represents the interest rate as of the grant dattéSatreasury bonds having the same life as thmatgd life of the option grant
2) The dividend vyield is calculated utilizing tdeszidends paid for the previous ogear period and the per share price of Common Stocthe date «

grant.
3) Based on the historical volatility of Common Stamler a period relevant to the related stock opgiamnt.
4) The average expected option life is based on alysie@f our historical dat:

The following table sets forth stock option grants:

Balances at December 31, 2007
Options granted

Options cancelled

Options exercised

Balances at December 31, 2008
Options granted

Options cancelled

Options exercised

Balances at December 31, 2009
Options granted

Options exercised

Balances at December 31, 2((1) (2)

Options Outstanding

Weighted

Average

Number of  Exercise

Shares Price

1,909,82 $ 26.4%
319,09: 29.4¢
(16,33)) 31.6¢
(723,33 22.9¢
1,489,25I 28.7¢
394,04 19.0C
(111,590 27.6¢
(303,93 24.1¢
1,467,77. 27.1¢
190,82¢ 29.0¢
(178,403 22.5¢

1,480,191 $ 27.9¢

Q) The outstanding options at December 31, 2010 hagighted average remaining life of 3.7 years amdnisic value of $7.2 million

2) We have 806,782 options exercisable at Decembe2@®1) with weighted average exercise price of #BOvwleighted average remaining life of
years and intrinsic value of $2.5 million. Of thesercisable options, 298,046 had exercise pricgehthan the market price of our Common Stor

December 31, 201!
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13. BwpLOYEE BENEFIT PLANS - Continued

Cash received or receivable from options exercmesl $4.4 million, $7.4 million and $15.9 millionrfthe years ended December 31, 2010, 2009 and
respectively. The total intrinsic value of optiogercised during the years ended December 31, 2008 and 2008 was $1.7 million, $2.0 million argl€
million, respectively. The total intrinsic value options outstanding at December 31, 2010, 20092808 was $7.2 million, $10.3 million and $1.7 ioitl,
respectively. We generally do not permit the nshcsettlement of exercised stock options, but dmjpeet share settlement so long as the sharesvextar
held for at least one year. We have a policy afifgs new shares to satisfy stock option exercises.

- Time-Based Restricted Stock

Shares of timésased restricted stock issued to officers and eyapl® generally vest 25% on the first, second, thind fourth anniversary dat
respectively. Shares of tinteased restricted stock issued to directors gegerait 25% on January 1 of each successive yearthft grant date. The value
grants of timebased restricted stock is based on the market \dl@mmon Stock as of the date of grant and isrirea to expense over the respec
vesting or service periods.

The following table sets forth time-based restdctéock grants:

Weighted

Average
Number of  Grant Date
Shares Fair Value

Restricted shares outstanding at December 31, 2007 356,49" $ 34.8¢
Awarded and issue(1) 92,15( 30.1:
Vested(2) (113,82) 33.1:
Forfeited (5,029 32.11
Restricted shares outstanding at December 31, 2008 329,79t 34.21
Awarded and issue(1) 128,38 19.3¢
Vested(2) (132,779 33.3¢
Forfeited (9,326 31.2¢
Restricted shares outstanding at December 31, 2009 316,07 28.6(
Awarded and issue(1) 88,93( 29.0¢
Vested(2) (138,749 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32 $ 27.0¢

Q) The fair value at grant date of tirbased restricted stock issued during the yearsdebgeember 31, 2010, 2009 and 2008 was $2.6 milart
million and $2.8 million, respectivel:

2) The vesting date fair value of tinbased restricted stock that vested during the yaaded December 31, 2010, 2009 and 2008 was $4i8m$2.<
million and $4.8 million, respectivel:
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13. BwpLOYEE BENEFIT PLANS - Continued
- Total Return-Based and Performance-Based Resttied Stock

During 2010, 2009 and 2008, we issued shares af teturnbased restricted stock to officers that will vesini zero to 250% based on (1) our abst
total returns for the thregear periods ended December 31, 2010, 2011 and 2&djectively, relative to defined target retuaing (2) whether our total rett
exceeds the average total returns of a selectaghgob peer companies. The grant date fair valusuch shares of total retub@sed restricted stock v
determined to be 101%, 53.6% and 100%, respectivélne market value of a share of Common Stoatfdse grant date and is amortized over the rdam
three-year period.

During 2008, we also issued shares of performaased restricted stock to officers that will vestquant to certain performantased criteria. Tt
performance-based criteria are based on whetheotowe meet or exceed at the end of threar performance periods certain operating anchéieh goal:
established under our Strategic Plan. To the exental performance equals or exceeds threshofdrpgance goals, the portion of shares of perforraanc
based restricted stock that vest can range from t60%00%. If actual performance does not meet sluashold goals, none of the performahesed restricte
stock will vest. The fair value of performanbased restricted share grants is based on the make of Common Stock as of the date of grant ta
estimated performance to be achieved at the ettteahreeyear period. Such fair value is being amortizeéxpense during the period from grant date t
vesting dates, adjusting for the expected levetesting that will occur at those dates.

The following table sets forth total return-based performance-based restricted stock grants:

Weighted

Average
Number of Grant Date
Shares Fair Value

Restricted shares outstanding at December 31, 2007 135,47: $ 32.52
Awarded and issue(1) 77,87¢ 29.7¢
Vested(2) (59,897 26.82
Forfeited (2,116 29.2¢
Restricted shares outstanding at December 31, 2008 151,34 33.3¢
Awarded and issue(1) 127,59« 15.01
Vested(2) (68,929 32.6¢
Forfeited (7,237) 34.1¢4
Restricted shares outstanding at December 31, 2009 202,77¢ 22.0¢t
Awarded and issue(1) 77,62¢ 29.0¢t
Vested(2) (47,25 38.5(
Forfeited (1,307 22.9¢
Restricted shares outstanding at December 31, 2010 23183 $ 21.0¢

1) The fair value at grant date of performanceellaand total returhased restricted stock issued during the yearsdeBDeéeember 31, 2010, 2009
2008 was $2.3 million, $1.9 million and $2.3 milliarespectively

2) The vesting date fair value of performanceeblaand total returbased restricted stock that vested during the yerded December 31, 2010, 2
and 2008 was $1.6 million, $2.6 million and $2.4lion, respectively
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13. BwpLOYEE BENEFIT PLANS - Continued
Retirement Plan

We have adopted a retirement plan applicable temlloyees, including officers, who, at the timerefirement, have at least 30 years of contin
qualified service or are at least 55 years old lzene at least 10 years of continuous qualifiedisensubject to advance retirement notice and ei@tof ¢
non-compete agreement with us, eligible retirees atiélezhto receive a pro rata amount of the annoegintive payment earned during the year of retirgi
Stock options and restricted stock granted by wsith eligible retiree during his or her employmentld be norforfeitable and vest according to the term
their original grants. The benefits of this retiemhplan apply only to restricted stock and stogtiam grants and have been phased in 25% on Mar200Qt
and 25% on each anniversary thereof. For employtesmeet the age and service eligibility requiretaed5% of their 2008 grants and 100% of their t§
thereafter were deemed fully vested at the gratat, dehich increased compensation expense by appately $1.1 million, $0.6 million and $0.6 millian the
years ended December 31, 2010, 2009 and 2008 ctasghe.

Deferred Compensation

We have a nomualified deferred compensation plan pursuant tachvieach officer and director could elect to defgortion of their base salary anc
annual norequity incentive payment (or director fees) whigle &mvested by us in various mutual funds. We imiefly suspended this option to de
compensation earned after January 1, 2010. Thesstinents are recorded at fair value which aggeelgd8.5 million and $6.1 million at December 311Q
and 2009, respectively, and are included in prepajzenses and other assets, with an offsettingréefeompensation liability recorded in accountgaixe
accrued expenses and other liabilities. Such defezompensation is expensed in the period earnalebgfficers and directors. Deferred amounts atety
payable to the officers and directors are basethewalue of the related mutual fund investmentcokdingly, changes in the value of the marketatlgua
fund investments are recorded in interest and atieame and the corresponding offsetting changethéndeferred compensation liability are recorde
general and administration expense. As a reseltetls no effect on our net income subsequenttdirtie the compensation is deferred and fully fuhde

The following table sets forth our deferred comaios liability:

Years Ended December 31

2010 2009 2008
Beginning deferred compensation liability $ 6,89¢ $ 6,522 $ 7,861
Contributions to deferred compensation pl 22¢ — 1,57¢
Mark-to-market adjustment to deferred compensation (geaedbdministrative expens 24¢€ 1,497 (2,177%)
Distributions from deferred compensation pl (3,287 (1,123 (742
Total deferred compensation liabili $ 4,091 $ 6.89¢ $ 6,52z

401(k) Savings Plan

We have a 401(k) savings plan covering substaptall employees who meet certain age and employrogtgria. We contribute amounts for e
participant at a rate of 75% of the employee’s Gbuation (up to 6% of each employee’sweekly salary and cash incentives subject to stgtuimits). During
the years ended December 31, 2010, 2009 and 2G98pmtributed $1.0 million, $1.0 million and $1.1llian, respectively, to the 401(k) savings plarhe
assets of this qualified plan are not includedun Gonsolidated Financial Statements since thesiase not owned by us. Administrative expensebefplar
are paid by us.
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13. EvpLOYEE BENEFIT PLANS - Continued
Employee Stock Purchase Plan

We have an Employee Stock Purchase Plan pursuamhith employees generally may contribute up t026.0f their base and annual nequity
incentive compensation for the purchase of CommimtkS At the end of each threrenth offering period, the contributions in eachtiggant's accoul
balance, which includes accrued dividends, is agpid acquire shares of Common Stock at a costtastcalculated during 2010, 2009 and 2008 at 8®f
the lower of the average closing price on the NewkYStock Exchange on the five consecutive dayseutiag the first day of the quarter or the five s
preceding the last day of the quarter. In the yeaded December 31, 2010, 2009 and 2008, the Conigsued 27,378, 37,287 and 29,324 shares, regels
of Common Stock under the Employee Stock Purch&se Phe discount on newly issued shares is expegels as additional compensation and aggre
$0.1 million, $0.3 million and $0.2 million in theears ended December 31, 2010, 2009 and 2008 cteshe.

14. (OMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE LOsSs

Comprehensive income represents net income plushtheges in certain amounts deferred in accumulatieer comprehensive loss related to hec
activities and changes in fair market value of ailable for-sale security. The following tablesé&irth the components of comprehensive income:

Years Ended December 31

2010 2009 2008

Net income $ 72,30 $ 61,69 $ 35,61(
Other comprehensive inconr

Unrealized gain/(loss) on tax increment financiogd a77) 292 (2,659

Unrealized gains/(losses) on cash flow hec — 937 (1,37¢)

Amortization of settled cash flow hedc 237 (249 181

Settlement of past cash flow hedge from dispositibimvestment in unconsolidated affilie 102 — —

Total other comprehensive income/(lo 165 981 (3,859

Total comprehensive incon $ 72,46¢ $ 62,67t $ 31,75¢

Accumulated other comprehensive loss representaiceamounts deferred related to hedging activitied an available fasale security. The followir
table sets forth the components of accumulated atiraprehensive loss:

December 31

2010 2009
Tax increment financing bond $ 254 $ 2,36¢€
Settled cash flow hedges 1,10¢ 1,44¢
$ 3,64¢ $ 3,811
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15. RENTAL AND OTHER REVENUES; RENTAL PROPERTY AND OTHER EXPENSES

Our real estate assets are leased to customers apetating leases. The minimum rental amounts rtigeleases are generally subject to scheduled
increases. Generally, the leases also requirgitbatustomers reimburse us for increases in cectats above the bagear costs. The following table sets fc
rental and other revenues from continuing operation

Years Ended December 31

2010 2009 2008
Contractual rents, net $ 400,38: $ 394,50: $ 382,88!
Straigh-line rental income, net 11,20¢ 3,521 6,192
Amortization of lease incentives (1,239 (2,200 (2,020
Property operating expense recoveries, net 41,90¢ 44,56 45,84¢
Lease termination fees 2,992 1,81: 2,561
Fee income 5,46¢ 5,15¢ 5,14¢
Other miscellaneous operating revenues 2,60¢ 1,701 3,652

$ 463,32. $ 450,15 $ 445,26t

The following table sets forth scheduled future imim base rents to be received from customersefisds in effect at December 31, 2010 for the W
Owned Properties:

2011 $ 401,99
2012 362,78
2013 312,21(
2014 258,11:
2015 203,49:
Thereafter 665,36t

The following table sets forth rental property artder expenses from continuing operations:

Years Ended December 31

2010 2009 2008
Utilities, insurance and real estate taxes $ 91,24: $ 91,60¢ $ 86,36:
Maintenance, cleaning and general building 57,17( 56,41 57,92t
Property management and administrative expe 11,40( 11,80¢ 11,53
Other miscellaneous operating expenses 4,57¢ 2,98¢ 4,165

$ 164,38¢ $ 162,81: $ 159,98
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16. DscoNTINUED OPERATIONS

The following table sets forth our operations whiefjuired classification as discontinued operations

Years Ended December 31

Rental and other revenues $
Operating expenses
Rental property and other expen
Depreciation and amortizatic
Impairment of assets held for L

Total operating expens
Interest expense
Other income

Income/(loss) before gains/(losses) on dispositiohdiscontinued operations
Net gains/(losses) on disposition of discontinupdrations

2010 2009 2008
143 $ 9,15¢ $ 20,59
65€ 3,47¢€ 7,881

36E 1,85¢ 4,78t

— 10,96+ 29,43¢

1,021 16,29¢ 42,117

— 3 31

411 (7,209 (21,485

(86) 21,46¢ 18,48¢

Total discontinued operations $

32E $ 14,26: $ (2,99%

Carrying value of assets held for sale and ass&dgisat qualified for discontinued operations dgrthe
year

28,00¢ $ 82,98t $ 132,48¢

The following table sets forth the major classeassfets and liabilities of the properties heldstde:

Assets:
Land
Buildings and tenant improvemet
Land held for developmel
Accumulated depreciatic
Net real estate ass¢
Accrued straight line rents receival
Deferred leasing costs, r
Prepaid expenses and other assets

Real estate and other assets, net, held for s:
Tenant security deposits, deferred rents and ada@osts(1)

Q) Included in accounts payable, accrued expensestard liabilities.

93

December 31

2010 2009
$ — 3 867
20 3,87¢
1,197 1,197
— (1,484
1,215 4,45¢
— 28¢
— 20¢
32 77
$ 1,24¢ $ 5,031
$ 12 8 12
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17. EARNINGS PER SHARE
The following table sets forth the computation aiz and diluted earnings per share:

Years Ended December 31

2010 2009 2008
Earnings per common share- basic:
Numerator:
Income from continuing operatio $ 71,97¢ $ 47,431 $ 38,60¢
Net (income) attributable to noncontrolling inteiein the Operating Partnership from continuing
operations (3,309 (2,399 (1,766
Net (income) attributable to noncontrolling intdeem consolidated affiliates from continuing oéras (48%) (12) (2,04
Dividends on preferred sto« (6,709 (6,709 (9,809
Excess of preferred stock redemption/repurchaseoses carrying valu — (108
Income from continuing operations available for coom stockholder 61,48: 38,31¢ 24,88¢
Income/(loss) from discontinued operatic 32t 14,26: (2,999¢)
Net (income)/loss attributable to noncontrollinggirests in the Operating Partnership from discoetih
operations (17 (803 18¢
Income/(loss) from discontinued operations avaddbl common stockholde 30¢ 13,46( (2,809
Net income available for common stockhold $ 61,79( $ 51,77¢ $ 22,08(
Denominator:
Denominator for basic earnings per Common S- weighted average shar(1) (2) 71,57¢ 67,97 59,32(
Earnings per common she- basic:
Income from continuing operations available for coom stockholder $ 0.8¢ $ 0.5€ $ 0.4z
Income/(loss) from discontinued operations avadlgbl common stockholde — 0.2¢ (0.0%)
Net income available for common stockhold $ 08¢ $ 0.7¢ $ 0.3/
Earnings per common share- diluted:
Numerator:
Income from continuing operatio $ 71,97¢ $ 47,431 $ 38,60¢
Net (income) attributable to noncontrolling intdeeim consolidated affiliates from continuing oéras (48%) (12) (2,04
Dividends on preferred stot (6,70¢) (6,70¢) (9,809
Excess of preferred stock redemption/repurchaseoses carrying valus — — (108§
Income from continuing operations available for coom stockholders before net (income)
attributable to noncontrolling interests in the @timg Partnershi 64,78¢ 40,71z 26,65¢
Income/(loss) from discontinued operations avaddbt common stockholders 32k 14,26 (2,999
Net income available for common stockholders befae(income) attributable to noncontrolling )
interests in the Operating Partners 65.11( $ 54,97t $ 23,65;
Denominator:
Denominator for basic earnings per Common S—-weighted average shar(1) (2) 71,57¢ 67,97 59,32(
Add:
Stock options using the treasury metl 19¢€ 79 201
Noncontrolling interests partnership ur 3,802 4,02¢ 3,971
Denominator for diluted earnings per Common Shaadjusted weighted average shares and assum ;
conversions(1) 75,57¢ 72,07¢ 63,49:
Earnings per common she- diluted:
Income from continuing operations available for coom stockholder $ 0.8¢ $ 0.5€ $ 0.4z
Income/(loss) from discontinued operations avadldbt common stockholde — 0.2¢ (0.0
Net income available for common stockhold $ 08¢ $ 0.7¢ $ 0.37
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17. EARNINGS PER SHARE - CONTINUED

Q) Options and warrants aggregating approximately miflion, 1.0 million and 1.4 million shares were tstanding during the years en
December 31, 2010, 2009 and 2008, respectively,waue not included in the computation of dilutedn@ags per share because the impar
including such shares would be dilutive to the earnings per share calcula.

2) Includes all unvested restricted stock since divideon such restricted stock are -forfeitable.
18. INCOME TAXES

Our Consolidated Financial Statements include pierations of our taxable REIT subsidiary, whickubject to corporate, state and local income taks
a REIT, we may also be subject to certain fedetaise taxes if we engage in certain types of tretiwas.

The minimum dividend per share of Common Stock iregiufor us to maintain our REIT status was $08289 and $0.76 per share in 2010, 200¢
2008, respectively. Continued qualification as d Réepends on our ability to satisfy the dividenstgbution tests, stock ownership requirements \earibus
other qualification tests prescribed in the Codhe Tax basis of our assets (net of accumulatedd&preciation and amortization) and liabilities
approximately $2.4 billion and $1.6 billion at bddecember 31, 2010 and 2009.

No provision has been made for federal income tdxesg the years ended December 31, 2010, 2002@08 because the Company qualified as a F
distributed the necessary amount of taxable incamk therefore, incurred no federal income tax egpeduring the periods. We recorded state incox
expense in rental property and other expenses @8$Million, $0.6 million and $0.2 million for thgears ended December 31, 2010, 2009 and
respectively. The taxable REIT subsidiary has dedrat a cumulative taxable loss through DecembgP@10 of approximately $7.2 million. In addititmthe
$2.8 million deferred tax asset for these cumutatax loss carryforwards, the taxable REIT subsjdidso had net deferred tax liabilities of approately $2.1
million comprised primarily of tax versus book tmdifferences in certain investments and depreeiabsets held by the taxable REIT subsidiary. Beztu
future tax benefit of the cumulative losses is asgured, the approximate $0.8 million net defetasdasset position of the taxable REIT subsidiaay bee
fully reserved as management does not believeittigimore likely than not that the net deferred &sset will be realized. The tax benefit of thenalative
losses could be recognized for financial reporpogooses in future periods to the extent the taxRHEIT subsidiary generates sufficient taxable imeo

We are subject to federal, state and local incarekaminations by tax authorities for 2007 throggtO0.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

19. S$GMENT INFORMATION

Our principal business is the operation, acquisitmd development of rental real estate propertds.evaluate our business by product type ar
geographic location. Each product type has diffeceistomers and economic characteristics as talresies and terms, cost per square foot of bugiithe
purposes for which customers use the space, threelef maintenance and customer support requirddastomer dependency on different economic drj
among others. The operating results by geograpioieping are also regularly reviewed by our chieémgping decision maker for assessing performand
other purposes. There are no material inter-segtramgactions.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i8&atts. All operations are within the United St
and, at December 31, 2010, no single customereof\tholly Owned Properties generated more than 108tiroconsolidated revenues on an annualized basis.

The following table summarizes the rental and otlegenues and net operating income, the primarysimg propertylevel performance metric which
defined as rental and other revenues less rerdpeply and other expenses, for each reportable esgigm

Years Ended December 31

2010 2009 2008
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 48,05 $ 48,70¢ $  47,06f
Greenville, SC 13,61¢ 14,01( 13,98:
Kansas City, MO 14,82: 14,83¢ 15,34¢
Memphis, TN 34,98: 30,64 25,85
Nashville, TN 59,15 60,55 60,19:
Orlando, FL 11,61t 11,80¢ 11,40:
Piedmont Triad, NC 23,35( 23,39 23,41¢
Raleigh, NC 75,60¢ 72,521 69,69¢
Richmond, VA 47,191 46,617 47,97:
Tampa, FL 72,52 67,29¢ 65,85¢
Total Office Segment 400,90 390,37¢ 380,78:
Industrial:
Atlanta, GA 15,15¢ 15,611 15,721
Piedmont Triad, NC 12,37¢ 12,77¢ 12,67«
Total Industrial Segment 27,53¢ 28,38¢ 28,39¢
Retail:
Kansas City, MO 33,521 29,997 34,63
Piedmont Triad, NC — 18¢ 221
Raleigh, NC 13t 12C 36
Total Retail Segment 33,66: 30,30: 34,89(
Residential
Kansas City, MO 1,22( 1,08t 1,201
Total Residential Segment 1,22( 1,08t 1,201

Total Rental and Other Revenues $ 46332. $ 450,15« $  445,26¢
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

19. SGMENT INFORMATION - Continued

Years Ended December 31

2010 2009 2008
Net Operating Income: (1)
Office:
Atlanta, GA $ 3036¢$ 30,75« $ 28,83
Greenville, SC 8,14¢ 8,70¢ 8,81:
Kansas City, MO 8,881 9,071 9,24¢
Memphis, TN 20,82¢ 17,691 15,14¢
Nashville, TN 39,28¢ 39,06 39,65¢
Orlando, FL 6,25¢ 6,267 6,30¢
Piedmont Triad, NC 15,32 15,322 14,91¢
Raleigh, NC 52,25¢ 48,77¢ 45,74¢
Richmond, VA 32,05: 32,02: 32,22¢
Tampa, FL 45,48: 40,08 39,34¢
Total Office Segment 258,88t 247,76¢ 240,23t
Industrial:
Atlanta, GA 10,671 11,60¢ 11,91¢
Piedmont Triad, NC 9,04z 9,74( 9,77¢
Total Industrial Segment 19,71: 21,34¢ 21,69;
Retail:
Atlanta, GA(2) (21) (21) (26)
Kansas City, MO 19,93¢ 18,17« 22,571
Piedmont Triad, NC — 12 177
Raleigh, NC(2) 37 9 (60)
Total Retail Segment 19,95¢ 18,17+ 22,66¢
Residential
Kansas City, MO 742 581 71t
Raleigh, NC(2) (362) (527) (34)
Total Residential Segment 38C 54 681
Total Net Operating Income 298,93 287,34, 285,28
Reconciliation to income from continuing operationsefore disposition of property, condominiums anc
investment in unconsolidated affiliates and equityn earnings of unconsolidated affiliates:
Depreciation and amortization (135,79) (130,029 (122,83)
Impairment of assets held for use — (2,559 (3,407
General and administrative expel (32,949 (36,687) (38,04
Interest expense (93,379 (86,80%) (98,497
Other income 5,657 9,54¢ 3,82¢
Income from continuing operations before dispositdd property, condominiums and investment in ) ) )
unconsolidated affiliates and equity in earningsiéonsolidated affiliate $ 42,470 $ 40,82: $ 26,33:
Q) Net of discontinued operatior
2) Consists of real estate taxes and other carryistg@ssociated with land held for developmentithatirrently zoned for the respective product ty
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

19. SGMENT INFORMATION - Continued

December 31

2010 2009 2008
Total Assets:
Office:
Atlanta, GA $ 268,77: $ 27546 $ 277,47.
Baltimore, MD 1,787 1,787 1,79:
Greenville, SC 73,93! 78,56 83,55¢
Kansas City, MO 84,197 85,68! 87,95¢
Memphis, TN 270,09: 220,72 187,31¢
Nashville, TN 326,85 338,12 348,06¢
Orlando, FL 47,042 48,821 50,85:
Piedmont Triad, NC 126,68( 141,97 148,51
Raleigh, NC 457,94! 464,72¢ 469,44¢
Richmond, VA 249,03¢ 249,88: 257,22
Tampa, FL 395,93 393,81. 379,14¢
Total Office Segment 2,302,26 2,299,55! 2,291,33!
Industrial:
Atlanta, GA 135,85t¢ 136,57( 137,51(
Kansas City, MO — — 12z
Piedmont Triad, NC 79,32 92,30( 100,42¢
Total Industrial Segment 215,17¢ 228,87( 238,06:
Retail:
Atlanta, GA 30€ 1,04¢ 1,07
Kansas City, MO 172,11¢ 175,75 224,60
Piedmont Triad, NC — 1,082 10,42:
Raleigh, NC 5,17( 6,04¢ 4,452
Total Retail Segment 177,59: 183,93: 240,54¢
Residential
Kansas City, MO 5,92¢ 6,12¢ 6,471
Orlando, FL 2,09¢ 2,147 2,147
Raleigh, NC 9,57¢ 16,29! 28,69¢
Total Residential Segment 17,59: 24,56 37,31¢
Corporate 159,20( 150,17+ 138,90¢
Total Assets $ 2,871,83‘ $ 2,887,10 $ 2,946,171
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

20.  QARTERLY FINANCIAL DATA (Unaudited )
The following tables set forth quarterly finandiaflormation and have been adjusted to reflect disoaed operations:

Year Ended December 31, 201

Second Third Fourth
First Quarter Quarter Quarter Quarter Total
Rental and other revenu(1) $ 115,05« $ 114,33¢ $ 116,06: $ 117,86 $ 463,32:
Income from continuing operatiol(1) 11,69« 40,11 8,77: 11,39¢ 71,97¢
Incomel/(loss) from discontinued operatic(1) 38¢ (63) — — 32t
Net income 12,08: 40,04¢ 8,77 11,39¢ 72,30
Net (income) attributable to noncontrolling inteees the
Operating Partnersh (520 (1,939 (36€) (501) (3,320
Net (income)/loss attributable to noncontrollinggirests in
consolidated affiliate (2149 (215 14¢ (2049 (485)
Dividends on preferred stock (1,6779) (1,677%) (1,6779) (1,677%) (6,708
Net income available for common stockhold $ 9671 $ 36,22« $ 6.87¢ $ 9,017 $ 61,79
Earnings per share-basic:
Income from continuing operations available for coom
stockholder $ 0.1 $ 051 $ 01C $ 01z $ 0.8€
Income from discontinued operations available fanmon
stockholders 0.01 — — — —
Net income available for common stockhold $ 014 % 0.51 $ 0.1C $ 0.1z $ 0.8¢
Earnings per share-diluted:
Income from continuing operations available for coom
stockholders $ 0.1 $ 05C $ 0.1C $ 01z $ 0.8¢€
Income from discontinued operations available fimmon
stockholders 0.01 — — — —
Net income available for common stockhold $ 014 $ 0.5C $ 0.1C $ 0.1z $ 0.8¢

99




(Table of Contents)

HIGHWOODS PROPERTIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

20.  QARTERLY FINANCIAL DaTA ( Unaudited )

Rental and other revenu(1)

Income from continuing operatioi(1)
Income/(loss) from discontinued operati¢(1)
Net income/(loss
Net (income)/loss attributable to noncontrollinggirests in the
Operating Partnersh
Net (income)/loss attributable to noncontrollinggirests in
consolidated affiliate
Dividends on preferred stock

Net income/(loss) available for common stockholc

Earnings per share-basic:
Income from continuing operations available for coom
stockholder:
Income/(loss) from discontinued operations avaddbl common
stockholder:

Net income/(loss) available for common stockholc
Earnings per share-diluted:
Income from continuing operations available for coom
stockholder:
Income/(loss) from discontinued operations avagddbl common
stockholder:

Net income/(loss) available for common stockholc

Year Ended December 31, 200

Second Third Fourth

First Quarter Quarter Quarter Quarter Total
$ 112,36: $ 111,91 $ 113,17( $ 112,70¢ $ 450,15«
11,75¢ 14,92¢ 12,30« 8,44: 47,43:
1,44¢ 22,14¢ 26¢ (9,596 14,26:
13,20( 37,07« 12,57: (1,159 61,69¢
(694) (2,05¢) (591) 142 (3,199
(18) (11€) (24) 147 11
(1,677 (1,677 (1,677 (1,677 (6,708
$ 10,81 $ 33,227 $ 10,28: $ (2,54% $ 51,77¢
$ 0.1t $ 0.1¢ $ 0.1t $ 0.0¢ $ 0.5€
0.02 0.31 — (0.1%) 0.2C
$ 0.17 $ 0.5C $ 0.1t $ (0.04 $ 0.7€
$ 0.1t $ 0.1¢ $ 014 $ 0.0¢ $ 0.5¢
0.07 0.31 — (0.1%) 0.2C
$ 0.17 $ 0.5C $ 014 $ (0.04 $ 0.7¢€
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

20.  QARTERLY FINANCIAL DATA (Unaudited ) — Continued

Q) The amounts presented may not equal to theuata@reviously reported in the most recent ForrQ$0or prior 10K for each period as a result
discontinued operations. Below is the reconciliatio the amounts previously report

Quarter Ended

June 30, September 30
March 31, 201(C 2010 2010
Rental and other revenues, as repa $ 115,81¢ $ 114,33¢ $ 116,06
Discontinued operatior (764 — —
Rental and other revenues, as adju $ 115,05 $ 114.33¢ $ 116,06:
Income from continuing operations, as repo $ 11,89 $ 40,11 $ 8,77:
Discontinued operatior (200 —
Income from continuing operations, as adjus $ 11,69: $ 40,11 $ 8,77
Income/(loss) from discontinued operations, as ntejok $ 18¢ $ (63) $ —
Additional discontinued operations from propersesd subsequent to the respective reportir
period 20C — _
Income/(loss) from discontinued operations, asstdj $ 38t $ (63 $ —

Quarter Ended

June 30, September 30  December 31
March 31, 200¢ 2009 2009 2009

Rental and other revenues, as repa $ 113,22( $ 111,91 $ 113,17¢ $ 113,66¢
Discontinued operatior (85%) — — (960

Rental and other revenues, as adju $ 112,36. $ 11191« $ 113,17C $ 112,70¢
Income/(loss) from continuing operations, as remmt $ 12,02¢ $ 14,92¢ $ 12,30¢ $ (2,125
Discontinued operatior (279 — — 10,56¢

Income from continuing operations, as adju $ 11,75¢ $ 14,92¢ $ 1230« $ 8,44¢
Income from discontinued operations, as repc $ 1,171 $ 22,14¢ $ 26 $ 972
Additional discontinued operations from propersesd subsequent to the

respective reporting peric 273 — — (10,56%

Income/(loss) from discontinued operations, assidjl $ 144 % 22,14¢ $ 26¢ 3 (9,596
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

21. BBSEQUENT EVENTS

On February 2, 2011, we obtained a $200.0 milliime-year unsecured bank term loan bearing interest®®R plus 220 basis points. The funding of
loan will occur on February 25, 2011 and the prdeesill be used on such date to pay off at matwai§§137.5 million unsecured bank term loan, amotirer
outstanding under our revolving credit facility dod general corporate purposes.

On January 26, 2011, the Board of Directors dedlareash dividend of $0.425 per share of CommonkStayable on March 8, 2011 to stockholdel
record on February 14, 2011, a cash dividend ofS82b per share of 8.625% Series A Cumulative Redbke Preferred Shares payable on February 28,
to stockholders of record on February 15, 2011andsh dividend of $0.50 per share of 8.000% S&i€simulative Redeemable Preferred Shares paya
March 15, 2011 to stockholders of record on MarchQiL 1.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of the General Partner of
Highwoods Realty Limited Partnership
Raleigh, North Carolina

We have audited the accompanying consolidated balaheets of Highwoods Realty Limited Partnershigh subsidiaries (the "Operating Partnerst
as of December 31, 2010 and 2009, and the relatesbtidated statements of income, capital, and fasls for each of the three years in the periodes
December 31, 2010. Our audits also included trenfiral statement schedules listed in the Indexeat [15. These financial statements and financééster
schedules are the responsibility of the Operatiagnierships management. Our responsibility is to expresspaman on the financial statements and finar
statement schedules based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversightuBio(United States). Those standards re:
that we plan and perform the audit to obtain reablnassurance about whether the financial statsnser free of material misstatement. The Oper
Partnership is not required to have, nor were vwgaged to perform, an audit of its internal contreér financial reporting. Our audits included calesation o
internal control over financial reporting as a Bdsir designing audit procedures that are apprtpimathe circumstances, but not for the purposexpfessin
an opinion on the effectiveness of the Operatingriéaships internal control over financial reporting. Acciomgly, we express no such opinion. An audit
includes examining, on a test basis, evidence stipgahe amounts and disclosures in the finanstalements, assessing the accounting principles arst
significant estimates made by management, as wedlvaluating the overall financial statement pregem. We believe that our audits provide a reabte
basis for our opinion.

In our opinion, such consolidated financial stateteaepresent fairly, in all material respects, tiwaricial position of Highwoods Realty Limit
Partnership and subsidiaries as of December 31) 20d 2009, and the results of their operationsthed cash flows for each of the three years enghrioc
ended December 31, 2010, in conformity with accognprinciples generally accepted in the Unitedt&dtaof America. Also, in our opinion, such finan
statement schedules, when considered in relatichedbasic consolidated financial statements tad@m whole, present fairly in all material respebt
information set forth therein.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 9, 2011
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Balance Sheets

(in thousands, except unit and per unit data)

December 31

2010 2009
Assets:
Real estate assets, at c(
Land $ 347,87¢ $ 350,53°
Buildings and tenant improvemer 2,895,77! 2,880,63:
Development in proces 4,52¢ —
Land held for developme! 108,67( 104,14¢
3,356,84! 3,335,31
Less-accumulated depreciatic (835,164 (781,079
Net real estate assets 2,521,68 2,554,24.
For-sale residential condominiur 8,22¢ 12,93:
Real estate and other assets, net, held fol 1,24¢ 5,031
Cash and cash equivalel 14,19¢ 23,51¢
Restricted cas 4,39¢ 6,841
Accounts receivable, net of allowance of $3,595 $2@810, respectivel 20,71¢ 21,06¢
Mortgages and notes receivable, net of allowan&868 and $698, respective 19,04« 3,14:
Accrued straight-line rents receivable, net ofalace of $2,209 and $2,443,
respectively 93,43t 82,60(
Investment in unconsolidated affiliat 62,45 64,894
Deferred financing and leasing costs, net of acdarad amortization of $59,383 and $52,129, respelst 85,05¢ 73,515
Prepaid expenses and other as 40,211 37,94,
Total Assets $ 2,870,67. $ 2,885,73i
Liabilities, Redeemable Operating Partnership Unitsand Equity:
Mortgages and notes payal $ 1,522,94! $ 1,469,15!
Accounts payable, accrued expenses and otheiitied 106,71¢ 117,33
Financing obligation 33,11« 37,70¢
Total Liabilities 1,662,77! 1,624,19:
Commitments and Contingenci
Redeemable Operating Partnership Ut
Common Units, 3,793,987 and 3,891,121 outstandegpectively 120,83¢ 129,76¢
Series A Preferred Units (liquidation preferenced®0 per unit), 29,092 shares issued and outstgi 29,092 29,092
Series B Preferred Units (liquidation preferenc $2r unit), 2,100,000 shares issued and outstgi 52,50( 52,50(
Total Redeemable Operating Partnership L 202,43( 211,36
Equity:
Common Units
General partner Common Units, 750,757 and 747,67&€anding, respective 10,04« 10,48¢
Limited partner Common Units, 70,530,921 and 70,828 outstanding, respective 994,61( 1,038,32
Accumulated other comprehensive | (3,64% (3,81))
Noncontrolling interests in consolidated affiliates 4,46( 5,18
Total Equity 1,005,46! 1,050,18!
Total Liabilities, Redeemable Operating Partnerbgts and Equity 3 2,870,67 $ 2,885,73i

See accompanying notes to consolidated financtstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Statements of Income

(in thousands, except per unit amounts)

Rental and other revenues
Operating expenses
Rental property and other expen
Depreciation and amortizatic
Impairment of assets held for L
General and administratiy
Total operating expens
Interest expense:
Contractua
Amortization of deferred financing cos
Financing obligation

Other income:
Interest and other incon

Gain/(loss) on debt extinguishme

Income from continuing operations before dispositino of property, condominiums and investment ir
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates
Gains on disposition of proper
Gains on disposition of f-sale residential condominiur
Gains on disposition of investment in unconsolida#iliates
Equity in earnings of unconsolidated affilia
Income from continuing operations
Discontinued operations:
Income/(loss) from discontinued operatic
Net gains/(losses) on disposition of discontinupdrations

Net income
Net (income) attributable to noncontrolling intdeeis consolidated affiliate
Distributions on Preferred Uni

Excess of Preferred Unit redemption/repurchaseagest carrying valus

Net income available for common unitholders

Earnings per common unit- basic:
Income from continuing operations available for coom unitkholder:
Income/(loss) from discontinued operations avadidbl common unitholdel
Net income available for common unithold
Weighted average Common Units outstanc basic

Earnings per common unit-— diluted:
Income from continuing operations available for coom unitholder:
Income/(loss) from discontinued operations avadidbl common unitholdel

Net income available for common unithold

Weighted average Common Units outstanc diluted

Net income available for common unitholders
Income from continuing operations available for coom unitholder:
Income/(loss) from discontinued operations avaddbl common unitholdel

Net income available for common unithold

See accompanying notes to consolidated financtdstents.
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Years Ended December 31

2010 2009 2008
46332. $  450,15: $  445,26¢
164,02t 162,28 159,83
135,79: 130,02 122,83t

— 2,55¢ 3,407
33,30¢ 37,20¢ 38,18:
333,12 332,07 324,26
87,72¢ 81,08: 92,85¢

3,38¢ 2,76( 2,71€
2,261 2,06: 2,91¢
93,37: 86,80¢ 98,49:
6,36: 8,26 3,75¢
(705 1,287 —
5,657 9,54¢ 3,75¢
42 47 40,82: 26,27:

74 26¢€ 781

27€ 922 5,617
25,33( — —

3,79¢ 5,367 5,811
71,95: 47 37, 38,48:

411 (7,203 (21,485

(86) 21,46¢ 18,48¢

32t 14,26: (2,996
72,27¢ 61,64( 35,48:

(48E) 11) (2,041)
(6,70¢) (6,70¢) (9,802
— (108

65,08. $ 5492, $ 23,53(
0.87 $ 057 $ 0.4z
— 0.2C (0.0
0.87 $ 0.71 $ 0.37
74,97 71,59: 62,88:
0.87 $ 057 $ 0.4z
— 0.2C (0.0
0.87 $ 0.77 $ 0.37
75,16¢ 71,67( 63,08:
64,75¢ $ 40,65¢ $ 26,52¢

32t 14,26: (2,998
65,08. $ 54,92. $ 23,53(
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Statements of Capital
(in thousands, except unit amounts)

For the Years Ended December 31, 2010, 2009 angl 200

Common Units

Noncontrolling

General Limited Accumulated Interests in Total
Partners’ Partners’C  Other Compre Consolidated Partners’
Capital apital hensive Loss Affiliates Capital

Balance at December 31, 20C $ 8,30t $ 82221 % (93¢) $ 6,80 $ 836,38"
Issuances of Common Un 2,16: 214,14! — — 216,30¢
Redemptions of Common Uni (33) (3,260) — — (3,299
Distributions paid on Common Uni (1,067) (105,199 — — (106,265)
Distributions paid on Preferred Un (99) (9,70¢) — — (9,809
Shar+-based compensation expel 67 6,65( — — 6,711
Contributions from noncontrolling interests in coldated affiliates — — — 625 625
Distribution to noncontrolling interests in constalted affiliates — — — (3,299 (3,299
Adjustment of Redeemable Common Units to fair vaod

contributions/distributions from/to the GeneraltRar 84 8,42t — — 8,507
Net (income) attributable to noncontrolling intdeeim consolidate:

affiliates (20) (2,027 — 2,041 —
Comprehensive incom
Net income 354 35,12¢ — — 35,48
Other comprehensive lo — — (3,859 — (3,859
Total comprehensive income 31,62¢
Balance at December 31, 20C 9,75¢ 966,37¢ (4,797) 6,17¢ 977,52
Issuances of Common Un 1,50¢ 149,43 — — 150,94:
Distributions paid on Common Uni (1,20¢) (119,36() — — (120,56¢)
Distributions paid on Preferred Un (67) (6,647 — — (6,70¢)
Shar-based compensation expel 66 6,501 — 6,567
Distribution to noncontrolling interests in constalted affiliates — — — (1,009 (1,009
Adjustment of Redeemable Common Units to fair vaoe

contributions/distributions from/to the GeneraltRar (192) (18,99Y) — — (19,187
Net (income) attributable to noncontrolling intdeeim consolidate:

affiliates — (11) — 11 —
Comprehensive incom
Net income 61€ 61,02« — — 61,64(
Other comprehensive incor — — 981 — 981
Total comprehensive income 62,62
Balance at December 31, 20C 10,48t 1,038,32: (3,81 5,18:¢ 1,050,18!
Issuances of Common Un 30 2,96¢ — — 2,99¢
Distributions paid on Common Uni (1,279 (126,14 — — (127,41
Distributions paid on Preferred Un (67) (6,647 — — (6,70¢)
Shar-based compensation expel 66 6,50¢ — — 6,572
Distribution to noncontrolling interests in constalted affiliates — — — (56¢) (56¢)
Acquisition of noncontrolling interest in consolidd affiliate 1 13¢ — (640) (500)
Adjustment of Redeemable Common Units to fair vaod

contributions/distributions from/to the GeneraltRar 85 8,38( — — 8,46t
Net (income) attributable to noncontrolling intdeei consolidate:

affiliates (5) (480) — 48t —
Comprehensive incom
Net income 723 71,55: — — 72,27¢
Other comprehensive incor — — 167 — 163
Total comprehensive incon 72,43¢
Balance at December 31, 201 $ 10,04‘ $ 994,61( $ (3,642) $ 4,46( $ 1,005,46‘

See accompanying notes to consolidated financtstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Statements of Cash Flows
(in thousands)

Years Ended December 31

2010 2009 2008
Operating activities:
Net income $ 72,27¢ $ 61,64( $ 35,48:
Adjustments to reconcile net income to net cashigea by operating activitie:
Depreciation and amortizatic 136,15¢ 131,88 127,62(
Amortization of lease incentiv¢ 1,23¢ 1,11C 1,041
Shar-based compensation expel 6,572 6,567 6,717
Additions to allowance for doubtful accoul 4,00¢ 5,63¢ 3,391
Amortization of deferred financing cos 3,38t 2,76( 2,71¢
Amortization of settled cash flow hedc 237 (249 181
Impairment of assets held for L — 13,51¢ 32,84¢
(Gain)/loss on debt extinguishme 70E (1,287 —
Net (gains)/losses on disposition of prope 12 (21,73) (19,26¢)
Gains on disposition of f-sale residential condominiur (27¢€) (922) (5,617%)
Gains on disposition of investment in unconsolidatéiliates (25,330) — —
Equity in earnings of unconsolidated affilia (3,799 (5,367) (5,81))
Changes in financing obligatiol 70€ 39z 80
Distributions of earnings from unconsolidated &ifiés 4,371 4,10z 5,97¢
Changes in operating assets and liabilit
Accounts receivabl (3,290 (2,819 (3,362)
Prepaid expenses and other as 37C (2,629 (352
Accrued straigt-line rents receivabl (11,889 (6,521) (7,86%)
Accounts payable, accrued expenses and otheiitied 5,012 2,96- (15,999
Net cash provided by operating activit 190,48: 189,04¢ 157,78:
Investing activities:
Additions to real estate assets and deferred lg&sists (102,71°) (151,48 (231,42)
Net proceeds from disposition of real estate a: 6,801 77,28¢ 64,85¢
Net proceeds from disposition of -sale residential condominiur 4,952 12,19¢ 27,14(
Proceeds from disposition of investment in uncadstéd affiliates 15,00( — —
Distributions of capital from unconsolidated aiks 1,93: 3,95¢ 3,21¢
Repayments of mortgages and notes recei 32¢ 45¢ 1,624
Contributions to unconsolidated affiliat (2,87%) (952) (22,747
Changes in restricted cash and other investingitiet (1,576 (3,289 12,98«
Net cash used in investing activiti (78,159 (61,829 __ (134,34)
Financing activities:
Distributions on Common Unit (127,41 (120,56¢) (106,265
Redemptions/repurchases of Preferred S — — (52,499
Dividends on Preferred Uni (6,70¢) (6,70¢) (9,809
Distributions to noncontrolling interests in coridated affiliates (56¢) (1,009 (3,299
Acquisition of noncontrolling interest in consolidd affiliate (500) — —
Net proceeds from the issuance of Common L 2,99¢ 150,94: 209,98
Redemptions of Common Uni — — (3,299)
Borrowings on revolving credit facilit 37,50( 128,00( 462,18
Repayments on revolving credit facil (7,500 (291,000 (526,98
Borrowings on mortgages and notes pay: 10,36¢ 217,21t 192,30(
Repayments of mortgages and notes pay (27,009 (188,50:) (173,259
Borrowings on financing obligatior — 4,18¢ —
Payments on financing obligatio (1,11¢) (1,049 (977)
Payments on debt extinguishm (577) — —
Contributions from noncontrolling interests in colidated affiliates — — 62E
Additions to deferred financing cos (1,129 (8,877 (1,656
Net cash used in financing activiti (121,649 _ (117,35) (12,939
Net increase/(decrease) in cash and cash equis. (9,32)) 9,87( 10,50¢
Cash and cash equivalents at beginning of the gb 23,51¢ 13,64¢ 3,14
Cash and cash equivalents at end of the period $ 14,19¢ $ 23,51¢ $ 13,64¢

See accompanying notes to consolidated financtstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

Consolidated Statements of Cash Flows - Continued
(in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capital

Supplemental disclosure of non-cash investing anthfincing activities:

Unrealized gains/(losses) on cash flow hedges

Conversion of Common Units to Common St

Changes in accrued capital expenditures

Write-off of fully depreciated real estate assets

Write-off of fully amortized deferred financing and laagicosts
Unrealized gains/(losses) on marketable secunfie®r-qualified deferred compensation pl
Settlement of financing obligatic

Unrealized gain/(loss) on tax increment financiogd
Mortgages receivable from seller financing

Assumption of mortgages and notes payable

Issuance of Common Units to acquire real estatets

See accompanying notes to consolidated financtdstents.

109

Years Ended December 31

2010 2009 2008

$ 86,39t $ 85,42: $ 97,51¢
Years Ended December 31

2010 2009 2008
$ — $ 937 $ (1,37¢)
$ 3,061 $ 5591 $ 2,022
$ (1,946 $ (19,099 $ (7,837)
$ 4395¢ $ 33,00¢ $ 34,63
$ 15,71¢ $ 19,19 $ 14,70¢
$ 38z $ 1,497 $ (2,177
$ 418¢ $ — % _
$ a7 $ 29 % (2,659
$ 17,03( $ — $ —
$ 40,30¢ $ — $ 8,34¢
$ — 3 — $ 6,32
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HIGHWOODS REALTY LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular dollar amounts in thousands, except per uih data)
1.  DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES
Description of Business

Highwoods Properties, Inc., together with its cdisksded subsidiaries (the “Company”), is a fullyegrated, self-administered and seiénaged equi
real estate investment trust (“REITHat operates in the Southeastern and Midwesteited)8tates. The Company conducts virtually altofctivities throug
Highwoods Realty Limited Partnership (the “Operatiartnership”).

The Company is the sole general partner of the &ipgr Partnership. At December 31, 2010, the Compamed all of the Preferred Units and
million, or 95.0%, of the Common Units in the Opérg Partnership. Limited partners, including orfécer and two directors of the Company, own
remaining 3.8 million Common Units. In the eveng Bompany issues shares of Common Stock, the pteadehe issuance are contributed to the Opel
Partnership in exchange for additional Common U@esnerally, the Operating Partnership is requiceceddeem each Common Unit at the request of thdet
thereof for cash equal to the value of one sharthe@fCompany Common Stock, $.01 par value, based on the awexfithe market price for the 10 trad
days immediately preceding the notice date of sademption, provided that the Company at its optiwy elect to acquire any such Common Units pres
for redemption for cash or one share of CommonkStbhe Common Units owned by the Company are ragemable. During 2010, the Company redee
97,134 Common Units for a like number of share€@hmon Stock. The redemptions increased the pegemtf Common Units owned by the Company |
94.8% at December 31, 2009 to 95.0% at Decembe&z@0).

At December 31, 2010, the Company and/or the Oipgr&artnership wholly owned: 295 gervice office, industrial and retail propertiesmprising 27.
million square feet; 96 rental residential units;far-sale residential condominiums; 611 acres of undges land suitable for future development, of w
523 acres are considered core holdings; and ani@uli two office properties that are consideredhpteted but not yet stabilized. In addition, we ea
interests (50.0% or less) in 35 dervice office and industrial properties, one @ffiroperty under development and 11 acres of utajgee land suitable fi
future development, which includes a 12.5% intemesa 261,000 square foot office property direalyned by the Company and thus is included ir
Company’s Consolidated Financial Statements, buinotuded in the Operating Partnership’s Consadiddrinancial Statements.

Basis of Presentation

Our Consolidated Financial Statements are pregarednformity with accounting principles generadigcepted in the United States of America (“GAAP”
Our Consolidated Statements of Income for the yeamded December 31, 2009 and 2008 were revised [n@viously reported amounts to reflec
discontinued operations the operations for thospgnies sold or held for sale which required digtmed operations presentation. Prior period arts
related to additions to allowance for doubtful aotis and amortization of lease commissions in oonsGlidated Statements of Cash Flows have
reclassified to conform to the current period pnéson.

The Consolidated Financial Statements include thellw owned subsidiaries and those subsidiariestith we own a majority voting interest with
ability to control operations of the subsidiariesdawhere no substantive participating rights orssative kick out rights have been granted to
noncontrolling interests. We consolidate partngshjoint ventures and limited liability companigben we control the major operating and financ@lqgies
of the entity through majority ownership or in @apacity as general partner or managing membeg. ¢fithe 50.0% or less ownedservice office propertit
are consolidated. In addition, we consolidate thergities deemed to be variable interest entitiewhich we are determined to be the primary bersefic At
December 31, 2010, we had involvement with no iestithat we deemed to be variable interest entifi#significant intercompany transactions and @au:
have been eliminated.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Use of Estimates

The preparation of consolidated financial stateméntaccordance with GAAP requires us to make egémand assumptions that affect the am
reported in the consolidated financial statementsaccompanying notes. Actual results could diifem those estimates.

Real Estate and Related Assets

Real estate and related assets are recorded aarobstated at cost less accumulated depreci®iemovations, replacements and other expenditued
improve or extend the life of assets are capitdliaad depreciated over their estimated useful lizependitures for ordinary maintenance and repeatie
charged to expense as incurred. Depreciation igpated using the straiglite method over the estimated useful life of 4@rgefor buildings and deprecia
land infrastructure costs, 15 years for buildingpiovements and five to seven years for furnitusdyufes and equipment. Tenant improvements are tec
using the straighline method over initial fixed terms of the respeetieases, which generally are from three to 1&ryeDepreciation expense for real e:
assets was $117.6 million, $115.6 million and $Qillion for the years ended December 31, 2010926nhd 2008, respectively.

Expenditures directly related to the developmeidt @mstruction of real estate assets are includeet real estate assets and are stated at depdecas!
Development expenditures include ma@nstruction costs essential to the developmerproperties, development and construction costgrest costs ¢
qualifying assets, real estate taxes, developmesbpnel salaries and related costs and other iogstsed during the period of development. Inteegxl othe
carrying costs are capitalized until the buildisgréady for its intended use, but not later thae wpear from cessation of major construction activit/e
consider a construction project as substantialipleted and ready for its intended use upon thepéetion of tenant improvements. We cease capititizar
the portion that is substantially completed andupéed or held available for occupancy, and capéalinly those costs associated with the portiorel
construction.

Expenditures directly related to the leasing ofpemies are included in deferred financing and ifepgosts and are stated at amortized cost.
expenditures are part of the investment necessaexécute leases and, therefore, are classifigdvastment activities in the statement of cash Sowll
leasing commissions paid to third parties for neasks or lease renewals are capitalized. Intezaalrlg costs include primarily compensation, bé&nefinc
other costs, such as legal fees related to leasitigities, which are incurred in connection withcsessfully securing leases of properties. Capédlieasin
costs are amortized on a straidjhe basis over the initial fixed terms of the resfive leases, which generally are from three tgeldrs. Estimated costs rele
to unsuccessful activities are expensed as incurred

We record liabilities for the performance of assgirement activities when the obligation to pemfiosuch activities is unconditional, whether or tie
timing or method of settlement of the obligationyniiee conditional on a future event.

Upon the acquisition of real estate assets, wesashe fair value of acquired tangible assets sscland, buildings and tenant improvements, intzle
assets such as above and below market leasestatquplace leases, customer relationships and othetifigehnintangible assets and assumed liabilitieg
assess fair value based on estimated cash flowqiajs that utilize discount and/or capitalizatiates as well as available market information. Tetievalue
of the tangible assets of an acquired propertyidensthe value of the property as if it were vacan
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued

The above and below market rate portions of leasgaired in connection with property acquisitions @ecorded in deferred financing and leasing oo
in accounts payable, accrued expenses and otliditis at their fair value. Fair value is calcigd as the present value of the difference betwipmhe
contractual amounts to be paid pursuant to eagilaice lease and (2) our estimate of fair marketdaates for each correspondingpiace lease, using
discount rate that reflects the risks associatet thie leases acquired and measured over a pegigal ® the remaining term of the lease for abmarke
leases and the initial term plus the term of anpwenarket fixed rate renewal options for below-ketrleases. The capitalized abaverket lease values i
amortized as a reduction of base rental revenuetheeremaining term of the respective leases hadtcrued belownarket lease values are amortized ¢
increase to base rental revenue over the remaieingof the respective leases and any below magk&in periods.

In-place leases acquired are recorded at their faievia deferred financing and leasing costs andaatertized to depreciation and amortization exp
over the remaining term of the respective lease. Vidlue of in-place leases is based on our evaluati the specific characteristics of each custosniease
Factors considered include estimates of carryirsgscduring hypothetical expected lease-up perimgsent market conditions, the custonsestedit quality an
costs to execute similar leases. In estimatingyoagrcosts, we include real estate taxes, insurandeother operating expenses and estimates ofeoktls &
market rates during the expected leapeperiods, depending on local market conditionsestimating costs to execute similar leases, wesider tenai
improvements, leasing commissions and legal aner othated expenses.

Real estate and other assets are classified asilengassets held for use and as Idingd assets held for sale. Real estate is classés held for sale wh
the Companys Board of Directors, or its investment committes lapproved the sale of the asset, a legally exdbte contract has been executed an
buyer’s due diligence period has expired.

Impairment of Long-Lived Assets and Investments irJnconsolidated Affiliates

With respect to assets classified as held forifisgents or changes in circumstances (such agnéfiseint decline in occupancy, identification ofitarially
adverse legal or environmental factors, changaimdesignation of an asset to ncore which impacts the anticipated holding periodgnarket value less th
cost) indicate that the carrying value may be imgzhian impairment analysis is performed. Suchyaiglis generally performed at the property leegtep
when an asset is part of an interdependent grogp ¢éfice park) and consists of determining whette asse$ carrying amount will be recovered from
undiscounted estimated future operating and rekmhsh flows. These cash flows are estimated basednumber of assumptions that are subject toosoim
and market uncertainties including, among otheesyahd for space, competition for customers, chaimgesarket rental rates, costs to operate eachepty
and expected ownership periods. For properties ruddgelopment, the cash flows are based on expes#gedce potential of the asset (group) w
development is substantially complete. If the dagyamount of a held for use asset exceeds thedduta undiscounted future operating and residwaest
flows, an impairment loss is recorded for the défece between estimated fair value of the assetrendarrying amount. We generally estimate theviaiue o
assets held for use by using discounted cash flwlysis. In some instances, appraisal informatiay ime available and is used in addition to theadiatec
cash flow analysis. As the factors used in genggatiese cash flows are difficult to predict ane subject to future events that may alter our apsioms, th
discounted and/or undiscounted future operatingrasidiual cash flows estimated by us in our impaithanalyses or those established by appraisahmiatye
achieved and we may be required to recognize futop@irment losses on our properties held for use.

We record assets held for sale (includingdale residential condominiums) at the lower ofdagying amount or estimated fair value. Fair vadfiasset

held for sale is equal to the estimated or corgchetles price with a potential buyer, less castell. The impairment loss, if any, is the amdoytwvhich the
carrying amount exceeds the estimated fair value.
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued

We analyze our investments in unconsolidated afé for impairment. Such analysis consists ofrdeteng whether an expected loss in market val
an investment is other than temporary by evaluatieglength of time and the extent to which thekatwvalue has been less than cost, the financraditon
and neaterm prospects of the investee, and our intentadnility to retain our investment for a period ohé sufficient to allow for any anticipated recovér
market value. As the factors used in this analgsisdifficult to predict and are subject to futeseents that may alter our assumptions, we may dpaires tc
recognize future impairment losses on our investsmignunconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirementéufbprofit recognition, the related assets arabilities are removed from the balance sheet an
resultant gain or loss is recorded in the periogl tlansaction closes. For sales transactions vatiirming involvement after the sale, if the cootirg
involvement with the property is limited by thertes of the sales contract, profit is recognizechattime of sale and is reduced by the maximum exgos
loss related to the nature of the continuing ineakent. Sales to entities in which we have or recaivinterest are accounted for using partial@ateunting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuirgltement, including put and call provisions, iepent
and account for the transaction as a financingngeaent, profisharing arrangement, leasing arrangement or otteznate method of accounting, rather 1
as a sale, based on the nature and extent of timeimg involvement. Some transactions may hawaerous forms of continuing involvement. In thoseeas
we determine which method is most appropriate basatie substance of the transaction.

If we have an obligation to repurchase the propattg higher price or at a future indeterminablei@dsuch as fair market value), or we guarante
return of the buyes investment or a return on that investment foreatended period, we account for such transactioa éisancing arrangement. |
transactions treated as financing arrangementseeard the amounts received from the buyer asaméimg obligation and continue to keep the proparts
related accounts recorded in our Consolidated Eiahistatements. The results of operations of tupgrty, net of expenses other than depreciatioe
reflected as interest expense on the financingyatitin. If the transaction includes an obligatisroption to repurchase the asset at a higher paidgitiona
interest is recorded to accrete the liability te tiepurchase price. For options or obligationsefaurchase the asset at fair market value at theokedcl
reporting period, the balance of the liability @jwsted to equal the then current fair value togkient fair value exceeds the original financilbdjgation. The
corresponding debit or credit is recorded to ateelaliscount account and the revised discount igri@@ed over the expected term until terminationtha
option or obligation. If it is unlikely such optiosill be exercised, the transaction is accountedifaler the deposit method or prddttaring method. If we ha
an obligation or option to repurchase at a lowareptthe transaction is accounted for as a leamirangement. At such time as a repurchase obligatipires,
sale is recorded and gain recognized.

If we retain an interest in the buyer and providgan rent guarantees or other forms of suppogresthe maximum exposure to loss exceeds the \ge
account for such transaction as a profit-sharingreyement. For transactions treated as profitsfairangements, we record a prsfiaring obligation for tt
amount of equity contributed by the other partrmet eontinue to keep the property and related adsaaeorded in our Consolidated Financial Statemeétrtie
results of operations of the property, net of exgsnother than depreciation, are allocated to tiner gartner for its percentage interest and refteas “co-
venture expensdh our Consolidated Financial Statements. In fupggods, a sale is recorded and profit is recaghizhen the remaining maximum expo:
to loss is reduced below the amount of gain dederre
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Rental and Other Revenues

Minimum contractual rents from leases are recoghme a straightine basis over the terms of the respective leaBeis. means that, with respect t
particular lease, actual amounts billed in accotdasith the lease during any given period may lgiéri or lower than the amount of rental revenuegsizec
for the period. Straight-line rental revenue is cmenced when the customer assumes control of tlsedepremises. Accrued straidime rents receivab
represents the amount by which strailym-rental revenue exceeds rents currently biledccordance with lease agreements. Contingetdlrezvenue, suc
as percentage rent, is accrued when the contingsrreynoved. Termination fee income is recognizedeaenue at the later of when the customer heastet
the space or the lease has expired and the folipednditions are met: a fully executed lease teation agreement has been delivered; the amouhedee i
determinable; and collectability of the fee is mrambly assured. Rental revenue reductions relatembtenancy lease provisions, if any, are accrued °
events have occurred that trigger such provisions.

Property operating cost recoveries from customees determined on a calendar year and leaskedse basis. The most common types of
reimbursements in our leases are common area maite (“CAM”) and real estate taxes, for which tustomer pays its pnata share of operating ¢
administrative expenses and real estate taxesciese)of a base year. The computation of propemtyabpg cost recovery income from customers is der
and involves numerous judgments, including therpriation of terms and other customer lease pianss Leases are not uniform in dealing with suchi
reimbursements and there are many variations irceineputation. Many customers make monthly fixednpagts of CAM, real estate taxes and other
reimbursement items. We accrue income relatedéesetipayments each month. We make quarterly acadjisdtments, positive or negative, to cost recc
income to adjust the recorded amounts to our Istshate of the final annual amounts to be billed aallected with respect to the cost reimbursemeiiter
the end of the calendar year, we compute eachroas®final cost reimbursements and, after considesimgunts paid by the customer during the year, is
bill or credit for the appropriate amount to thestamer. The differences between the amounts bided previously received payments and the ac
adjustment are recorded as increases or decreasesttrecovery income when the final bills areppred, which occurs during the first half of thésequer
year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigihe rents receivable and mortgages and notesviauei are reduced by an allowance for amountsrttzgt becom
uncollectible in the future. We regularly evaluttie adequacy of our allowance for doubtful accaufite evaluation primarily consists of reviewingspédue
account balances and considering such factorseasrélit quality of our customer, historical treredghe customer and changes in customer paymans
Additionally, with respect to customers in bankayptwe estimate the probable recovery through hgtky claims and adjust the allowance for amc
deemed uncollectible. If our assumptions regardiggcollectability of receivables prove incorrest could experience losses in excess of our allow/dol
doubtful accounts. The allowance and its relatediv@ble are written-off when we have concludedehe a low probability of collection.

Discontinued Operations

Properties that are sold or classified as held#te are classified as discontinued operationsigedvthat (1) the operations and cash flows ofpifogerty
will be eliminated from our ongoing operations @3l we will not have any significant continuing sivement in the operations of the property aftes #old
Interest expense is included in discontinued opmeratif the related loan securing the sold propesrty be paid off or assumed by the buyer in cotioe with
the sale. If the property is sold to a joint vestir which we retain an interest, the property wik be accounted for as a discontinued operatintd ou
significant ongoing interest in the operations thyio our joint venture interest. If we are retait@grovide property management, leasing and/orratbevice
for the property owner after the sale, the propgegerally will be accounted for as a discontinopdration because the expected cash flows relatedi
management and leasing activities generally willbesignificant in comparison to the cash flowsirthe property prior to sale.
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Lease Incentives

Lease incentive costs, which are payments made ¢m dehalf of a customer as an incentive to signléase, are capitalized in deferred financing
leasing costs and amortized on a straight-linesbaser the respective lease terms as a reducticantdl revenues.

For-Sale Residential Condominiums

For-sale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest money deposit
accounts payable, accrued expenses and otheiitiezbih accordance with the deposit method. Wen ttecord completed sales when units close an
remaining net cash is received. During the yeaednDecember 31, 2010, 2009 and 2008, we receigedl @illion, $13.0 million and $28.6 millio
respectively, in gross proceeds and recorded $Bliom$12.1 million and $23.0 million, respectiyeof cost of assets sold from condominium sales.

Investments in Unconsolidated Affiliates

We account for our investments in less than majasivned joint ventures, partnerships and limiteability companies using the equity methoc
accounting when our interests represent a genaralgrship interest but substantive participatights or substantive kick out rights have been geto thi
limited partners or when our interests do not repné a general partnership interest and we doardtal the major operating and financial policiéshe entity
These investments are initially recorded at castingestments in unconsolidated affiliates, andsatesequently adjusted for our share of earningscasl
contributions and distributions. To the extent oast basis at formation of the joint venture idediént than the basis reflected at the joint ventavel, th:
basis difference is amortized over the life of tblated assets and included in our share of equiarnings of unconsolidated affiliates.

Additionally, our joint ventures will frequently bmw funds on their own behalf to finance the asgjian of, and/or leverage the return upon, theprbte:
being acquired by the joint ventures or to buildaogquire additional buildings. Such borrowings gcally on a norrecourse or limited recourse basis.
generally are not liable for the debts of our jaiehtures, except to the extent of our equity itmesit. In most cases, we and/or our joint ventamners ar
required to agree to customary limited exceptiamg@n-recourse loans.

Cash Equivalents

We consider highly liquid investments with an onigli maturity of three months or less when purchasdxe cash equivalents.
Restricted Cash

Restricted cash represents cash deposits thaegatliyl restricted or held by third parties on oahdlf. It includes security deposits from salesti@ats ol
for-sale residential condominiums, constructioratedl escrows, property disposition proceeds sdeasid designated or intended to fund futuredieferre

exchanges of qualifying real estate investmentsoes and reserves for debt service, real estagstand property insurance established pursuacertair
mortgage financing arrangements, and deposits gov&Emders to unencumber secured propertiesyif an
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Redeemable Common Units and Preferred Units

Limited partners holding Common Units other tham @ompany (“Redeemable Common Unitsdve the right to put any and all of the CommontéJte
the Operating Partnership and the Company hasgheto put any and all of the Preferred Unitshe Operating Partnership in exchange for theiridiatior
preference plus accrued and unpaid distributiorthénevent of a corresponding redemption by the @om of the underlying Preferred Stock. Consequ
these Redeemable Common Units and Preferred Urtslassified outside of permanent partneagpital in the accompanying balance sheet. Therdec
value of the Redeemable Common Units is based iorvddue at the balance sheet date as measuretiebglasing price of Common Stock on that
multiplied by the total number of Redeemable Comrdaits outstanding. The recorded value of the PrefeUnits is based on their redemption value.

Income Taxes

The Company has elected and expects to contingealify as a REIT under Sections 856 through 86thefinternal Revenue Code of 1986, as ame
(the “Code”).A corporate REIT is a legal entity that holds resfate assets and, through the payment of dividendckholders, is generally permitte
reduce or avoid the payment of federal and statenme taxes at the corporate level. To maintainificetion as a REIT, the Company is required to
dividends to its stockholders equal to at leas0®0of its annual REIT taxable income, excluding capital gains. The partnership agreement require
Operating Partnership to pay economically equivtatbstributions on outstanding Common Units at saene time that the Company pays dividends ¢
outstanding Common Stock.

Other than income taxes related to its taxable R&libsidiary, the Operating Partnership does ndeaefiny federal income taxes in its finan
statements, since as a partnership the taxabletei®é its operations are attributed to its pagndhe Operating Partnership does record stateriadax fo
states that tax partnership income directly.

Concentration of Credit Risk

We perform ongoing credit evaluations of our custsn At December 31, 2010, the wholly owned propgridefined as iservice properties (excludi
rental residential units) to which we have titledat00.0% ownership rights (“Wholly Owned Properfjesvere leased to 1,614 customers in nine pril
geographic locations. The geographic locations ¢batprise greater than 10.0% of our annualized castal revenue are Raleigh, NC, Tampa, FL, Atl;
GA, Nashville, TN and Kansas City, MO. Our custosnengage in a wide variety of businesses. No sitigdéomer of the Wholly Owned Properties gene
more than 10.0% of our consolidated revenues d@@id.

We maintain our cash and cash equivalents andestiriated cash at financial or other intermediastitutions. The combined account balances at
institution may exceed FDIC insurance coverage as@ result, there is a concentration of creslt rélated to amounts on deposit in excess of FB$Granc
coverage. Additionally, from time to time in contien with taxdeferred 1031 transactions, our restricted castnbak may be commingled with other ft
being held by any such intermediary institution ethsubjects our balance to the credit risk of tistitution.
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1. ESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLicies — Continued
Derivative Financial Instruments

We borrow funds at a combination of fixed and aléarates. Borrowings under our revolving creddiifty, construction facility and bank term loansa:
interest at variable rates. Our long-term debt,ciidonsists of secured and unsecured tengr financings and the issuance of unsecured siabirities
typically bears interest at fixed rates althougimedoans bear interest at variable rates. Ourdstenate risk management objectives are to lingtithpact o
interest rate changes on earnings and cash flodisoalower our overall borrowing costs. To achigvese objectives, from time to time, we enter interes
rate hedge contracts such as collars, swaps, capseasury lock agreements in order to mitigateimterest rate risk with respect to various delstrument:
We do not hold or issue these derivative contrieterading or speculative purposes. The interas on all of our variable rate debt is generatljsted at or
or three month intervals, subject to settlementieurthese interest rate hedge contracts. We ateo iero treasury lock and similar agreements fitome tc
time in order to limit our exposure to an increasmterest rates with respect to future debt afigs.

Our objective in using interest rate hedge condrastto add stability to interest expense and manag exposure to interest rate fluctuations
accomplish this objective, we sometimes use inteeds swaps as part of our interest rate risk mpament strategy. Interest rate swaps designatedshsflov
hedges involve the receipt of variable-rate amofnois a counterparty in exchange for making fixate payments over the life of the agreements wt
exchange of the underlying notional amount. Theai¥e portion of changes in the fair value of datives designated and that qualify as cash flodghks i:
recorded in accumulated other comprehensive lodsissubsequently reclassified into interest expensthe period that the hedged forecasted traios
affects earnings. We do not hold these derivatorgracts for trading or speculative purposes ameigdly do not have any derivatives that are nsigiate:
as hedges. Interest rate hedge contracts typicafijain a provision whereby if we default on anyoaf indebtedness, we could also be declared imuttedr
our hedge contracts.

We are exposed to certain losses in the event mberformance by the counterparty under any outgstgridedge contracts. We expect the counterg
which generally is a major financial institution, gerform fully under any such contracts. Howeifeany counterparty were to default on its obligatunder a
interest rate hedge contract, we could be requagay the full rates on our debt, even if sucksatere in excess of the rate in the contract.

We account for terminated derivative instrumentsdnognizing the related accumulated compreheriso@me/loss balance in current earnings, unles
hedged forecasted transaction continues as origipinned, in which case we continue to amortime dccumulated comprehensive income/loss into rege
over the originally designated hedge period.

Earnings Per Unit
Basic earnings per unit is computed by dividinginebme available for common unitholders by theghiggd Common Units outstandingpasic. Dilute:
earnings per unit is computed by dividing net inecavailable to common unitholders by the weightedn@on Units outstanding basic plus the dilutiy

effect of options and warrants, using the treastiogk method. Weighted Common Units outstandingsidiinclude all of the Comparsyunvested restrict
stock since dividends received on such restriciecksare non-forfeitable.
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2. ReAL ESTATE ASSETS
Acquisitions

In the third quarter of 2010, we acquired a 336,6Q0are foot office property in Memphis, TN for $0nillion in cash and the assumption of $
million of 6.43% effective rate secured debt, whigas recorded at fair value of $40.3 million anduimed $0.4 million of acquisitiorelated costs. In tl
fourth quarter of 2010, we acquired a 117,000 sgdi@ot office property and 32.6 acres of developmand in Tampa, FL for $12.0 million in cash .
incurred $0.2 million of acquisition-related costd.the time of acquisition, the office building v&acant. Also, we acquired our partseriterest in a joit
venture that owned for-sale residential condomirsidion $0.5 million in cash.

In 2009, we acquired a 220,000 square foot offigéding in Tampa, FL for $22.3 million in cash aim¢urred $0.1 million of acquisition-related costs.

In 2008, we acquired a 135,000 square foot offigikdimg in Memphis, TN in exchange for 183,587 CoamUnits and the assumption of $7.8 milliol
8.15% effective rate secured debt, which were dEmbat fair value of $6.3 million and $8.4 millicespectively.

Dispositions

During the second quarter of 2010, we sold sevéigeoproperties in Winston Salem, NC for gross pexts of $12.9 million. In connection with t
disposition, we received cash of $4.5 million andvided seller financing of $8.4 million (recorded fair value of $8.4 million in mortgages and g
receivable) and committed to lend up to an additi®i.7 million for tenant improvements and leasmmissions, of which $0.2 million was funded a
December 31, 2010. The three-year, inteoedy-first mortgage carries a 6.0% average intai@st Assuming no default exists, the note caexbended by tr
buyer for two additional ongear periods, subject to an increase in the inteats to 7.0% in the fourth year and to 8.0% ia fifth year. We have accoun
for this disposition using the installment methadhereby the $0.4 million gain on disposition of pecty has been deferred and will be recognized whe
seller financing is repaid.

During the second quarter of 2010, we also soldrelystrial properties in Greensboro, NC for grpssceeds of $12.0 million. In connection with
disposition, we received cash of $3.4 million andvided seller financing of $8.6 million (recorded fair value of $8.6 million in mortgages and rg
receivable) and a limited rent guarantee with maximexposure to loss of $0.7 million as of Decen81er2010. The three-year, interestly first mortgag
carries a 6.25% average interest rate. Assumindefault exists, the note can be extended by therbfoy two additional ongear periods, subject to
increase in the interest rate to 7.0% in the foyehr and to 7.75% in the fifth year. We curreritve concluded that a loss from the rent guarastee
probable. We have accounted for this dispositidnguthe installment method, whereby the $0.3 millimpairment was recognized in net gains/(losse
disposition of discontinued operations in the seloguarter of 2010.

During the first quarter of 2010, we recorded a plated sale in connection with the disposition mbéfice property in Raleigh, NC in the fourth qtearof
2009 where the buyer’limited right to compel us to repurchase the prigpexpired. Accordingly, we recognized the $0.Bliom gain on disposition ¢
property in the first quarter of 2010.

In 2009, we sold 517,000 square feet of non-cdeel r@nd office properties for gross proceeds &.$million and recorded gains of $21.7 million.

In 2008, we sold 744,000 square feet of office euldistrial properties for gross proceeds of appnately $56.8 million and recorded net gains of 9
million. We also sold 38 acres of non-core landdiarss sale proceeds of $9.2 million and recordeet gain of $0.3 million.
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2. ReaL EsTATE AsseTs- Continued
Impairments

We recorded impairment of assets held for use df 8llion and $3.4 million in 2009 and 2008, restpeely, on four office properties located in Wiost
Salem, NC. Additionally, we recorded impairment$dfl.0 million and $29.4 million in 2009 and 2008spectively, on certain office, industrial and ik
properties in Winstorsalem and Greensboro, NC that were sold in 2010raqdired discontinued operations presentation.almgents can arise from
number of factors; accordingly, there can be norasees that we will not be required to record tolol impairment charges in the future (see Ngte 1
Development

As of December 31, 2010, we had one office propaggregating 60,000 square feet which was refleaedevelopment in process due to ong
redevelopment activities. The project is 100.0%del

3. MORTGAGES AND NOTES RECEIVABLE
The following table sets forth our mortgages antésoeceivable:

December 31

2010 2009
Seller financing (first mortgage $ 17,18 $ —
Less allowanc: — —
17,18( —
Promissory note 2,732 3,841
Less allowanc: (868) (69¢)
1,864 3,14:
Mortgages and notes receivable, $ 19,04« $ 3,14¢

The following table sets forth our notes receivailewance, which relates only to promissory notes:

December 31

2010 2009
Beginning notes receivable allowar $ 69¢ $ 45¢
Bad debt expens 41% 25k
Recoveries/writ-offs/other (243 (16
Total notes receivable allowan $ 86¢ $ 69¢

Our mortgages and notes receivable consists piin@rseller financing issued in conjunction witlid disposition transactions in 2010 (see Note B)s
seller financing is evidenced by first mortgagesused by the assignment of rents and the underlgabestate assets. We conclude on the crediityjoélkhe
receivables by monitoring the leasing statisticd ararket fundamentals of these assets. As of Deee@i) 2010, the interest payments on both morg
receivable were current and there were no indinataf impairment on the receivables. We may beireduo take impairment charges in the future il &
the extent the underlying collateral diminishesatue.
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4, INVESTMENTS IN AFFILIATES
Unconsolidated Affiliates

We have retained equity interests ranging from 20t0 50.0% in various joint ventures with unrelatedestors. We account for these unconsolic
affiliates using the equity method of accounting. &result, the assets and liabilities of theset jeeéntures for which we use the equity methodoabanting
are not included in our Consolidated Financial Stegnts.

The following table sets forth our ownership in ansolidated affiliates at December 31, 2010:

Ownership

Joint Venture Location of Properties Interest

Concourse Center Associates, L Greensboro, N( 50.0(%
Plaza Colonnade, LL! Kansas City, MC 50.0(%
Board of Trade Investment Compsz Kansas City, MC 49.0(%
Highwoods DLF 97/26 DLF 99/32, L Atlanta, GA; Greensboro, NC; Orlando, 42.9%%
Highwoods KC Glenridge Office, LLt Atlanta, GA 40.0(%
Highwoods KC Glenridge Land, LL Atlanta, GA 40.0(%
HIW-KC Orlando, LLC Orlando, FL 40.0(%
Kessinger/Hunter, LL( Kansas City, MC 26.5(%
Highwoods DLF Forum, LLC Raleigh, NC 25.0(%
Highwoods DLF 98/29, LLC Atlanta, GA; Charlotte, NC; Greensboro, NC; RaleiyiC; Orlando, FL 22.81%
HIW Development B, LLC Charlotte, NC 10.0(%

The following table sets forth combined summariieencial information for our unconsolidated atiiies:

December 31

2010 2009
Balance Sheets
Assets:
Real estate assets, | $ 567,86° $ 669,65’
All other assets, n¢ 90,32: 116,09°
Total Assets $ 658,19( $ 785,75¢
Liabilities and Partners’ or Shareholders Equity:
Mortgages and notes payal(1) $ 414,26 $ 582,46(
All other liabilities 25,85¢ 32,447
Partner’ or shareholde’ equity 218,06’ 170,84
Total Liabilities and Partne’ or Shareholde’ Equity $ 65819( $ 785,75
Our share of historical partn’ or shareholde’ equity (2) $ 60,58 $ 34,13¢
Net excess of cost of investments over the net abke of underlying net ass«2) (3) 1,87(C 18,35
Carrying value of investments in unconsolidatediafés(2) $ 62,45 $ 52,48t
Our share of unconsolidated r-recourse mortgage de(1) $ 149,37¢ $ 237,10:
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4. NVESTMENTS IN AFFILIATES — Continued
Q) Our share of scheduled future principal paymentduting amortization, due on mortgages and nodgafple at December 31, 2010 is as follo
2011 $ 2,87(
2012 22,747
2013 24,77¢
2014(a) 64,297
2015 951
Thereafter 33,73¢

$ 149,37¢

All of this joint venture debt is norecourse to us except in the case of customaryp@ros pertaining to such matters as misuse of
environmental conditions and material misrepresms.

(a) Includes our 22.81% portion of a $38.7 millimortgage payable which is callable at the I€isdsole discretion on either of the following
dates: May 1, 2014, 2019 or 2024, by giving writbertice at least six months prior to the electdbdzee.

2) During the third quarter of 2006, three of our DMsines joint ventures made cash distributions agaieg $17.0 million in connection with a d
refinancing. We received 50.0% of such distribugiofss a result of these distributions, our investh@ecount in these joint ventures became neg
We recorded the distributions as a reduction of inuestment account and included the resulting meganvestment balances of $12.4 millior
accounts payable, accrued expenses and otheitiesbdt December 31, 2009. Our interests in th@isé¢ ventures were sold in the second quart
2010.

3) This amount represents the aggregate differenageleet our historical cost basis and the basis teffieat the joint venture level, which is typici
depreciated over the life of the related as

Years Ended December 31

2010 2009 2008
Income Statements:
Rental and other revenues $ 115,82¢ $ 145,14: $ 156,48:
Expenses:
Rental property and other expen 54,69t 70,197 77,221
Depreciation and amortizatic 29,94¢ 33,82 33,09¢
Interest expens 27,187 34,40¢ 35,20¢
Total expense 111,82° 138,42 145,52
Income before disposition of properties 3,99¢ 6,72(C 10,96!
Gains on disposition of properti = 2,962 —
Net income $ 3,99¢ $ 9,68 $ 10,96!
Our share of:
Depreciation and amortization of real estate as $ 10,31t $ 11,877 $ 12,58:
Interest expens $ 10,44¢ $ 13,96¢ $ 14,47:
Net gain on disposition of depreciable proper $ — 3 582 $ —
Net income $ 1,48: $ 2,85: $ 3,68(
Our share of net incon $ 1,48 $ 285. $ 3,68(
Purchase accounting and management, leasing aedfe#s adjustmen 2,311 2,51t 2,131
Equity in earnings of unconsolidated affilia $ 3,794 $ 5,367 $ 5,811
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4. NVESTMENTS IN AFFILIATES — Continued
The following summarizes additional informationateld to certain of our unconsolidated affiliates:
- Highwoods DLF 97/26 DLF 99/32, L.P. (“DLF 1I")

In 2009, DLF Il sold one property for gross proceedl $7.1 million and recorded an impairment chayf80.5 million. We recorded $0.2 million as
proportionate share of this impairment charge thhoequity in earnings of unconsolidated affiliate2009.

- Kessinger/Hunter, LLC

Kessinger/Hunter, LLC, which is managed by our tjohenture partner, previously provided property agement, leasing, brokerage and ce
construction related services to certain of our Whowned Properties in Kansas City, MO. These ises/were reduced by us to only leasietated service
in 2009. Kessinger/Hunter, LLC received $0.8 milli&0.5 million and $2.6 million from us for theservices in 2010, 2009 and 2008, respectively.

- Highwoods-DLF Forum, LLC (“DLF Forum”)

In 2008, we contributed $12.3 million to this jowenture for a 25% ownership interest. The joimituee acquired a 635,000 square foot office pa
Raleigh, NC, for approximately $113 million and aibed a $67.5 million loan secured by the property.

- Highwoods DLF 98/29, LLC (“DLF 1”)

At the formation of this joint venture in 1999, opartner contributed excess cash to the venturewia distributed to us under the joint ven
agreements. We are required to repay this excesstoaur partner over time, as discussed in Note 9

In 2009, DLF | sold a property for gross proceefi$1a!.8 million and recorded a gain of $3.4 millide recorded $0.8 million as our proportionatere
of this gain through equity in earnings of uncoidatked affiliates in 2009.

- HIW Development B, LLC
In 2009, we contributed $0.3 million to this joienture for a 10% ownership interest. Simultanemits the formation, this joint venture acquired dafior

$3.4 million to be used for development in ChadptC. In 2010, we contributed an additional $1ibion to this joint venture for the purpose of @ructing
a build-to-suit office property expected to cosé $million when completed in 2011. We receive oosry development fees for this construction.
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4, NVESTMENTS IN AFFILIATES — Continued
- Des Moines, IA Joint Ventures

During the second quarter of 2010, we sold ourtggnterests in a series of unconsolidated jointtuees relating to properties in Des Moines, IAe
assets in the joint ventures included 1.7 millignare feet of office, 788,000 square feet of indaisand 45,000 square feet of retail propertisswall as 41
apartment units. In connection with the closing,reeeived $15.0 million in cash. We had a negabiwek basis in certain of the joint ventures, priityeas ¢
result of prior cash distributions to the partnéxscordingly, we recorded gain on disposition oféatment in unconsolidated affiliates of $25.3 imillin the
second quarter of 2010. As of the closing datejaim ventures had approximately $170 million etsared debt, which was neeeourse to us except (1) in
case of customary exceptions pertaining to mastach as misuse of funds, borrower bankruptcy, unjexd transfers, environmental conditions and e
misrepresentations and (2) approximately $9.0 omiltf direct and indirect guarantees. We have beleased by the applicable lenders from all sucdctian
indirect guarantees and we have no ongoing lenalglity relating to such customary exceptions tmmecourse liability with respect to most, but ndt af the
debt. The buyer has agreed to indemnify and holtansless from any and all future losses that viieisas a result of our prior investment in thenjoienture
(other than losses directly resulting from our aetemissions). In the event we are exposed tosaok future loss, our financial condition and opiegaresult:
would not be adversely affected unless the buyults on its indemnification obligation.

- Other Activities

We receive development, management and leasingfdee®rvices provided to certain of our joint waets. These fees are recognized as income
extent of our respective joint venture partadriterest in rental and other revenues. In thesyeaded December 31, 2010, 2009 and 2008, we mzeah$2.
million, $2.1 million and $2.1 million, respectiyelof development, management and leasing fees étanunconsolidated joint ventures.

Consolidated Affiliates
The following summarizes our consolidated affil@te
- Highwoods-Markel Associates, LLC (“Markel”)

We have a 50.0% ownership interest in Markel. We the manager and leasing agent for Maskefoperties located in Richmond, VA and rec
customary management and leasing fe¥ge consolidate Markel since we are the generahpadnd control the major operating and financaicges of the
joint venture. The organizational documents of Mélequire the entity to be liquidated through #ade of its assets upon reaching December 31, 244
controlling partner, we have an obligation to catlég propertyewning entity to distribute proceeds of liquidatimnthe noncontrolling interest partner in tt
partially owned properties only if the net proceeelseived by the entity from the sale of our assetgant a distribution as determined by the ageseniVe
estimate the value of noncontrolling interest distiions would have been approximately $13.9 milllead the entity been liquidated at December 310.
This estimated settlement value is based on thes/édiie of the underlying properties which is basada number of assumptions that are subject tnceni
and market uncertainties including, among otheesnahd for space, competition for customers, changesarket rental rates and costs to operate
property. If the entitys underlying assets are worth less than the uridgrliabilities on the date of such liquidation, weuld have no obligation to remit &
consideration to the noncontrolling interest holder

- SF-HIW Harborview Plaza, LP (“Harborview”)
We have a 20.0% interest in Harborview. We arentia@ager and leasing agent for Harborvewtoperty located in Tampa, FL and receive custp

management and leasing fees. As further describbidbie 8, we account for this joint venture as a finandaibgigation since our partner has the right toits
interest back to us in the future.
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4. NVESTMENTS IN AFFILIATES — Continued

- Plaza Residential, LLC (“Plaza Residential”)

In 2007, through our taxable REIT subsidiary, watdbuted $10.6 million for a majority owned intstén Plaza Residential, which was formed to dep
and sell 139 fosale residential condominiums constructed abowveffeaze property developed by us in Raleigh, NC. @artner had a 7.0% ownership inte
in the joint venture, performed development sewviime the joint venture for a market developmeset dad guaranteed 40.0% of the construction fingndhs
of December 31, 2009, we consolidated this joimtwee since we own the majority interest. On Decand®, 2010, we acquired our partiseiriterest for $0.
million.

5. DeFERRED FINANCING AND LEASING COSTS

The following table sets forth total deferred ficamg and leasing costs, net of accumulated amdidizalease intangible assets include lease cononi
and above market and in-place lease intangiblesaaseing from purchace accounting.

December 31

2010 2009
Deferred financing cos $ 16,41: $ 16,81!
Less accumulated amortizati (7,054 (4,54%)
9,35¢ 12,26:
Deferred leasing costs (including lease intangisigets and lease incentiv 128,03( 108,83!
Less accumulated amortizati (52,329 (47,580
75,70! 61,25t
Deferred financing and leasing costs, $ 85,05¢ $ 73,51

Amortization of deferred financing and leasing sosere as follows:

Years Ended December 31

2010 2009 2008
Amortization of deferred financing cos $ 3,38 $ 2,76C $ 2,71¢
Amortization of lease intangible assets (includedépreciation and
amortization) $ 17,38: $ 15,06« $ 15,32(
Amortization of lease incentives (included in rémtiad other revenue $ 1,23¢ $ 1,11C $ 1,041

The following table sets forth scheduled future eiration for deferred financing and leasing ce@stf December 31, 2010:

Amortization of Amortization of Amortization

Deferred Lease Intangible of Lease

Years Ending December 31 Financing Costs Assets Incentives
2011 $ 3,01¢ $ 17,16¢ $ 1,03¢
2012 2,78¢ 14,29 93¢
2013 1,16¢ 11,23: 77E
2014 791 8,54¢ 617
2015 791 6,097 40€
Thereafter 80¢& 13,20! 1,39(
$ 9,35¢ $ 70,53t $ 5,16¢€

The weighted average remaining amortization perfodsleferred financing costs, lease intangibleetssand lease incentives were 3.4 years, 6.2 yoa
7.9 years, respectively, as of December 31, 2010.
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XFERRED FINANCING AND LEASING CosTs - Continued

In connection with the acquisition of an office pesty in Memphis, TN in the third quarter of 2010 recorded $2.8 million of above market le
intangible assets and $7.1 million of piace lease intangible assets with weighted avesaggtization periods at the time of the acquisitad 7.3 and 5.
years, respectively.

MORTGAGES AND NOTES PAYABLE

Our mortgages and notes payable consist of thewail:

December 31

2010 2009

Secured indebtedness(1)
7.05% mortgage loan due 20 $ 186,03¢ $ 188,08t
6.03% mortgage loan due 20 128,08 130,73¢
5.68% mortgage loan due 20 113,23( 115,95¢
5.17% (6.43% effective rate) mortgage loan due 2(2) 40,19¢ —
6.88% mortgage loans due 2C 113,38t 114,61(
7.50% mortgage loan due 20 46,66 47,10¢
5.74% to 9.00% mortgage loans due between 2012616/(3) (4) (5) 74,69! 82,48:
Variable rate construction loan due 2((6) 52,10¢ 41,741
754,39¢ 720,72

Unsecured indebtedness
5.85% (5.88% effective rate) notes due 2(7) 391,04¢ 390,92¢
7.50% notes due 20: 200,00( 200,00(
Variable rate term loans due between 2011 and (8) 147,50( 157,50(
Revolving credit facility due 201(®) 30,00( —
768,54¢ 748,42¢
Total $ 1,522,94! $ 1,469,15!

(Y

@

©)

4)

®)
(6)

™
®
©

The mortgage loans payable are secured by realeeatsets with an aggregate undepreciated boole vafuapproximately $1.2 billion
December 31, 2010. Our fixed rate mortgage loameigdly are either locked out to prepayment foraalla portion of their term or are prepay:
subject to certain conditions including prepaynpstalties

Net of amortized fair market value discount of $&illion as of December 31, 201

Includes mortgage debt related to K9V Harborview Plaza, LP., a consolidated 20.0% eevipint venture, of $21.5 million and $21.9 mitli@
December 31, 2010 and 2009, respectively. See &

Includes mortgage debt related to Markel, a codatéid 50.0% owned joint venture, of $35.0 milliord &35.8 million at December 31, 2010
2009, respectively. See Note :

Net of amortized fair market value premium of $thidlion at both December 31, 2010 and 20

Maturity date does not reflect a opear extension option available to us, except énethent of default, related to the $52.1 milliottstanding on ot
$70.0 million secured construction facility. Theerest rate is 1.12% at December 31, 2I

Net of amortized original issuance discount of $@iBion and $0.9 million at December 31, 2010 @099, respectively
The interest rates are 3.90% and 1.36% on our $aillidn and $137.5 million term loans, respectiyeds of December 31, 201

The interest rate is 3.16% on our revolving créatiflity at December 31, 201
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6. MORTGAGES AND NOTES PAYABLE - Continued

The following table sets forth scheduled futurepipal payments, including amortization, due onmortgages and notes payable at December 31, 2010:

Principal
Years Ending December 31, Amount
2011(1) $ 201,37!
2012 224,64¢
2013 272,92.
2014 34,84:
2015 42,00¢
Thereaftel 747,15
$ 1,522,94!
Q) This amount does not reflect a grear extension option available to us, except éebent of default, related to amounts outstandimger our $70.

million secured construction facilit

Our $400.0 million unsecured revolving credit fagilis scheduled to mature on February 21, 2013 inollides an accordion feature that allows fc
additional $50.0 million of borrowing capacity sabj to additional lender commitments. Assuming wetioue to have three publicly announced ratingm
the credit rating agencies, the interest rate acditfy fee under our revolving credit facility atlsed on the lower of the two highest publicly amtel
ratings. Based on our current credit ratings, therest rate is LIBOR plus 290 basis points andatireual facility fee is 60 basis points. We exgeatise oL
revolving credit facility for working capital purges and for the shotérm funding of our development and acquisitiorivégt and, in certain instances, :
repayment of other debt. Continuing ability to lmevrunder the revolving credit facility allows usdaickly capitalize on strategic opportunities ho-tern
interest rates. There was $30.0 million and $20i0iom outstanding under our revolving credit fawil at December 31, 2010 and February 2, 2
respectively. At both December 31, 2010 and Felraa2011, we had $0.5 million of outstanding lettef credit, which reduces the availability on
revolving credit facility. As a result, the unuseapacity of our revolving credit facility at Deceert81, 2010 and February 2, 2011 was $369.5 mibioc
$379.5 million, respectively.

Our $70.0 million secured construction facility, efhich $52.1 million was outstanding at December2Zl0O, is scheduled to mature
December 20, 2011. Assuming no defaults have oeduwe have the option to extend the maturity fimt@n additional ongear period. The interest rate
LIBOR plus 85 basis points. This facility had $1m8lion of availability at December 31, 2010 anelifuary 2, 2011.

In 2010, we repaid $10.0 million of our $20.0 naifli threeyear unsecured term loan. Additionally, we repid $5.8 million remaining balance tt
outstanding on the mortgage payable secured by@®uental residential units to unencumber thesetadsr a planned development project. We incua
penalty of $0.6 million related to this early repent, which is included in loss on debt extinguishirin 2010.

In 2009, we paid off at maturity $50.0 million of125% unsecured notes and retired the remaining.31Million principal amount of a twwanche:
secured loan. We also obtained a $20.0 millioreefyear unsecured term loan bearing interest @93,% $115.0 million, six and a haléar secured lo:
bearing interest of 6.88% and a $47.3 million, seyear secured loan bearing interest of 7.50%. We epurchased $8.2 million principal amoun
unsecured notes due 2017 and obtained a new $40idn unsecured revolving credit facility whicleplaced the then existing credit facility, as dése
previously.
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6. MORTGAGES AND NOTES PAYABLE - Continued

In 2008, we obtained a $137.5 million, thrgear unsecured term loan bearing interest of LIGMR 110 basis points. We used a portion of thegeds t
pay off at maturity $100.0 million of 7.125% unsesainotes.

We are currently in compliance with the debt covesa@nd other requirements with respect to ourtanding debt.

Our revolving credit facility, bank term loan duefebruary 2011 ($137.5 million outstanding as eE@mber 31, 2010) and bank term loan due in M
2012 ($10.0 million outstanding as of December21,0) require us to comply with customary operatingenants and various financial requirements.€
were to fail to make a payment when due with ressfzeany of our other obligations with aggregat@aid principal of $10.0 million, and such failuenain:
uncured for more than 120 days, the lenders unatecredit facility could provide notice of theirtémt to accelerate all amounts due thereunder. dpogver
of default on the revolving credit facility, thenlders having at least 66.7% of the total commitsamtder the revolving credit facility can accelerat!
borrowings then outstanding, and we could be pitgdlfrom borrowing any further amounts under cwalving credit facility, which would adversely aéf
our ability to fund our operations.

The Operating Partnership has $391.0 million cagyamount of 2017 bonds outstanding and $200.0omitarrying amount of 2018 bonds outstanc
The indenture that governs these outstanding metpsres us to comply with customary operating cewes and various financial ratios. The truste¢he
holders of at least 25% in principal amount of eitleries of bonds can accelerate the principaluatmof such series upon written notice of a deftudt
remains uncured after 60 days.

We may not be able to repay, refinance or exterydoarall of our debt at maturity or upon any accafien. If any refinancing is done at higher intd
rates, the increased interest expense could adiyeaffect our cash flow and ability to pay distrtmns. Any such refinancing could also impose #g
financial ratios and other covenants that restrintability to take actions that could otherwiseilbeur best interest, such as funding new deve@yractivity
making opportunistic acquisitions, repurchasing seaurities or paying distributions.

Other Information

Total interest capitalized to development projeeés $1.4 million, $4.6 million and $8.3 million ftine years ended December 31, 2010, 2009 and
respectively.

7. DERIVATIVE FINANCIAL INSTRUMENTS
We had no outstanding interest rate hedge contaa@ecember 31, 2010 or 2009.
The following table sets forth the effect of ouioprcash flow hedges on AOCL and interest expense:

Years Ended December 31

2010 2009 2008
Derivatives Designated as Cash Flow Hedge
Amount of unrealized gain/(loss) recognized in AOClon derivatives (effective portion):
Interest rate swaps $ — $ 937 $ (1,37¢6)
Amount of loss/(gain) reclassified out of AOCL into interesexpense (effective portion:
Interest rate sway $ 237 % (249 $ 181
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7. DERIVATIVE FINANCIAL INSTRUMENTS - continued
The following table sets forth the effect of ouioprderivatives not designated as hedging instrumen interest expense:

Years Ended December 31
2010 2009 2008

Derivatives Not Designated as Hedging Instrument:
Amount of gain/(loss) recognized in interest expeeson derivative:

Interest rate sway $ — 3 — $ 182

8. HNANCING ARRANGEMENTS
Our financing obligations consist of the following:

December 31

2010 2009
SF-HIW Harborview, LP financing obligatio $ 17,61¢ $ 16,95,
Tax increment financing bor 14,25¢ 15,37«
Repurchase obligatic — 4,18¢
Capitalized ground lease obligati 1,24C 1,191
Total $ 33,11« $ 37,70¢
Harborview

Our joint venture partner in Harborview has théntitp put its 80.0% equity interest in the joinntigre to us in exchange for cash at any time duttie
oneyear period commencing September 11, 2014. Thee\afithe 80.0% equity interest will be determinétha time that our partner elects to exercisput
right, if ever, based upon the then fair marketigadf Harborview LPs assets and liabilities, less 3.0%, which amowa# intended to cover the normal cos
a sale transaction. Because of the put option tithisaction is accounted for as a financing tretima Accordingly, the assets, liabilities and @i®ns relate
to Harborview Plaza, the property owned by Harl®mLP remain in our Consolidated Financial Statesien

As a result, we established a financing obligagqgoal to the $12.7 million net equity contributgdthe other partner. At the end of each reportiagqul
the balance of the gross financing obligation imsteéd to equal the greater of the original finagcdbligation of $12.7 million or the current faialue of th:
put option discussed above. This financing obl@atinet of payments made to our joint venture paytis adjusted by a related valuation allowana®aot
which is being amortized prospectively through 8epier 2014 as interest expense on financing oldigathe fair value of the put option was $10. 2l
and $12.2 million at December 31, 2010 and 2008paetively. Additionally, the net income from thpesations before depreciation of Harborview F
allocable to the 80.0% partner is recorded aseéstezxpense on financing obligation. We continudepreciate the property and record all of the egptior
on our books.
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8. FNANCING ARRANGEMENTS - Continued
Tax Increment Financing Bond

In connection with tax increment financing for ctiostion of a public garage related to a wholly edroffice building, we are obligated to pay fi
special assessments over ay2@r period ending in 2019. The net present vafubese assessments, discounted at 6.93% at taptioc of the obligatio
which represents the interest rate on the undeylpiond financing, is recorded as a financing oltiliga We receive special tax revenues and propen
rebates recorded in interest and other income, lwhie intended, but not guaranteed, to provide Suadpay the special assessments. We acquire
underlying bond in a privately negotiated transacin 2007 (see Note 11).

Repurchase Obligation

In connection with a disposition in 2009 of a birilgllocated in Raleigh, NC, the buyer had a limitigght to put the building to us in exchange foz sale
price plus certain costs if we had been unablatisfy a certain posttosing requirement by March 1, 2010. Accordinghg assets, liabilities and operation
the building remained in our Consolidated Finan&itements during this contingency period. WesBatl this postlosing requirement in the first quarte
2010 and accordingly, met the requirements to ceaaompleted sale in the first quarter of 2010.

Capitalized Ground Lease Obligation

The capitalized ground lease obligation represantsbligation to the lessor of land on which westarcted a building. We are obligated to make 1
payments to the lessor through October 2022 andetise provides for fixed price purchase optionsha ninth and tenth years of the lease. We inte
exercise the purchase option in order to prevergcamomic penalty related to conveying the buildmghe lessor at the expiration of the lease. Aétepreset
value of the fixed rental payments and purchas®mophrough the ninth year was calculated at tleeption of the lease using a discount rate of 7.IP&
assets and liabilities under the capital leaseearerded at the lower of the present value of mimmease payments or the fair value. The liabditgretes int
interest expense each month for the difference detvihe interest rate on the financing obligatiod the fixed payments. The accretion will contirunil the
liability equals the purchase option of the landhia ninth year of the lease.

9. GOMMITMENTS AND CONTINGENCIES
Operating Ground Leases
Certain Wholly Owned Properties are subject to afeg ground leases. Rental payments on thesesleaseadjusted periodically based on eithe

consumer price index or on a ptetermined schedule. Total rental property expeeserded for operating ground leases was $1.5amjli$1.6 million an
$1.4 million for the years ended December 31, 2QD09 and 2008, respectively.
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9. MMITMENTS AND CONTINGENCIES - Continued

The following table sets forth our scheduled olligyzs for future minimum payments on operating gibleases at December 31, 2010:

2011 $ 1,12¢
2012 1,15(C
2013 1,171
2014 1,19:
2015 1,217
Thereafter 29,89:

$ 35,757

Completion Contracts

We have approximately$8.6 million of completion contracts at Decembey3110. Completion contracts relate to paymentsetanade under curre
contracts for various development/constructiongots, which we expect to pay in 2011.

Environmental Matters

Substantially all of our irservice and development properties have been gabjéz Phase | environmental assessments andrtaircastances, Phase
environmental assessments. Such assessments apdates have not revealed, nor are we aware ofeaviyonmental liability that we believe would haa
material adverse effect on our Consolidated Firsr&tiatements.

DLF | Obligation

At the formation of DLF I, the amount our partnentributed in cash to the venture and subsequeidtyibuted to us was determined to be $7.2 millit
excess of the amount required based on its owneistarest and the agreegbon value of the real estate assets. We are eghtarrepay this amount over
years, beginning in the first quarter of 1999. H7e2 million was discounted to net present valug38 million using a discount rate of 9.62% spedifin the
agreement. Payments of $0.6 million were made ah ed the years ended December 31, 2010, 2009 @8. Zhe balance at December 31, 2010 and 2(
$1.2 million and $1.6 million, respectively, whichincluded in accounts payable, accrued expermmtstaer liabilities.

Litigation, Claims and Assessments

We are from time to time a party to a variety afdeproceedings, claims and assessments arisihg iordinary course of our business. We regulastes
the liabilities and contingencies in connectionhathese matters based on the latest informatioitaéle@ For those matters where it is probable thathav:
incurred or will incur a loss and the loss or ranfiéoss can be reasonably estimated, the estinlassds accrued and charged to income in our Ginlagec
Financial Statements. In other instances, becaude aincertainties related to both the probablkeaue and amount or range of loss, a reasonabieatsto
liability, if any, cannot be made. Based on theeotr expected outcome of such matters, none oétpexceedings, claims or assessments is expecteVéo:
material adverse effect on our business, finamaadition, results of operations or cash flows.
10. NDONCONTROLLING INTERESTS
Noncontrolling Interests in Consolidated Affiliates

At December 31, 2010, noncontrolling interests amsolidated affiliates, a component of equity, tedato our respective joint venture partné8.0%
interest in Markel. Our joint venture partner istamelated third party.
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11. DscLosure ABouUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The following summarizes the three levels of inpihigt we use to measure fair value, as well asfisets and liabilities that we recognize at falue
using those levels of inputs.

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

Our Level 1 assets are investments in marketaloierisies which we use to pay benefits under our-goalified deferred compensation plan. Our Ley
liability is our non-qualified deferred compensatiabligation.

Level 2. Observable inputs other than Level 1 prices, suschumted prices for similar assets or liabilitigapted prices in markets that are not activ
other inputs that are observable or can be coretbdrby observable market data for substantiaiyfuli term of the related assets or liabilities.

We had no Level 2 assets or liabilities at Decen®#ie2010 and 2009.

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

Our Level 3 assets are our tax increment finanbiogd, which is not routinely traded but whose faitue is determined using the income approa
estimate the projected redemption value based oteduid/ask prices for similar unrated municipahdts, and real estate assets recorded at fair valaenon-

recurring basis as a result of our quarterly impaint analysis, which were valued using independpptaisals, substantiated by internal cash flovyaea.

The following tables set forth the assets and litghthat we measure at fair value by level wittire fair value hierarchy. We determine the leveddohol
the lowest level of substantive input used to daiiee fair value.

Level 1 Level 3
Quoted
Prices in
Active
Markets for
Identical Significant
December 31  Assets or Unobservable
2010 Liabilities Inputs
Assets:
Marketable securities of n-qualified deferred compensation plan (in prejexpenses and other asst $ 347¢ $ 347¢ $ —
Tax increment financing bond (in prepaid expensgsather assets) 15,69¢ — 15,69¢
Total Assets $ 19,17¢ $ 3,47¢ $ 15,69¢
Liability:
Non-qualified deferred compensation obligation (in@aas payable, accrued expenses and other
liabilities) $ 4,091 $ 4,091 $ —
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11. DscLosure ABouT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

Level 1 Level 3
Quoted
Prices in
Active
Markets for
Identical Significant
December 31  Assets or Unobservable
2009 Liabilities Inputs
Assets:
Marketable securities of n-qualified deferred compensation p! $ 6,13t $ 6,13t $ —
Tax increment financing bor 16,87 — 16,87:
Impaired real estate ass 32,00( — 32,00(
Tota| Assets $ 55,00( $ 6,135 $ 48,87:
Liability:
Non-qualified deferred compensation obligat $ 6,89¢ $ 6,89t $ —

The following table sets forth the changes in oevél 3 asset:

December 31

2010 2009
Asset:
Tax Increment Financing Bond
Beginning balanc $ 16,871 $ 17,46¢
Principal repaymer (99%) (890)
Unrealized gain/(loss) (in AOCL (4 29¢
Ending balanc $ 15,69¢ $ 16,87

In 2007, we acquired a tax increment financing bassociated with a property developed by us. Torgltamortizes to maturity in 2020. The estim
fair value at December 31, 2010 was $2.5 milliolowethe outstanding principal due on the bondh# yield-tomaturity used to fair value this bond was
basis points higher or lower, the fair value of tend would have been $0.7 million lower or highespectively, as of December 31, 2010. Currentl
intend to hold this bond and have concluded thatwillenot be required to sell this bond before reexy of the bond principal. Payment of the printiaac
interest for the bond is guaranteed by us andetbex, we have recorded no credit losses relateldetdond in the years ended December 31, 201260@
There is no legal right of offset with the liabjlitwhich we report as a financing obligation, rethto this tax increment financing bond.

The following table sets forth the carrying amouentsl fair values of our financial instruments nisctbsed elsewhere:

Carrying

Amount Fair Value
December 31, 201!
Mortgages and notes receivable $ 19,04 $ 19,09:
Mortgages and notes payable $ 1,522,94! $ 1,581,51!
Financing obligations (including Harborview finangiobligation) $ 33,11¢ $ 23,88(
December 31, 200
Mortgages and notes receivable $ 3,14 $ 3,145
Mortgages and notes payable $ 1,469,15! $ 1,440,31
Financing obligations (including Harborview finangiobligation) $ 37,70¢ $ 31,66¢
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11. DscLosure ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

The carrying values of our cash and cash equivaleastricted cash, accounts receivable, marketdgarities of nomualified deferred compensat
plan, tax increment financing bond and rprelified deferred compensation obligation are etuar approximate fair value. The fair valuesoof mortgage
and notes receivable, mortgages and notes payadhr@ncing obligations were estimated using titwine or market approaches to approximate the fivé
would be paid in an orderly transaction betweenketgparticipants on the respective measuremensdate
12. Buity
Common Unit Distributions

Distributions declared and paid per Common Unitraggted $1.70 for each of the years ended Deceihb@010, 2009 and 2008.
Redeemable Common Units

The Operating Partnership is obligated to redeech &edeemable Common Unit at the request of théehdhereof for cash equal to the value of
share of Common Stock based on the average of #nketnprice for the 10 trading days immediatelycpaing the notice date of such redemption, pro\
that the Company at its option may elect to acgaimg such Redeemable Common Unit presented formetilen for cash or one share of Common St
When a holder redeems a Redeemable Common Urdtgbare of Common Stock or cash, the Compsaslyare in the Operating Partnership will be insed
The Common Units owned by the Company are not redbke.
Preferred Units

The following table sets forth our Preferred Units:

Annual
Number Liquidation Optional Distributions

of Units Carrying Preference  Redemption Payable

Preferred Unit Issuances Issue Date Qutstanding Value Per Unit Date Per Unit

(in thousands)
December 31, 2010 and 200!

8.625% Series A Cumulative Redeeme 2/12/1997 29 $ 29,09 $ 1,00( 2/12/2027 $ 86.2¢
8.000% Series B Cumulative Redeem: 9/25/1997 2,10C $ 52,50( $ 25  9/25/2002 $ 2.0C

In 2008, the Company repurchased 53,845 outstari8l625% Series A Preferred Units for an aggregatetase price of $52.5 million.
Warrants

Warrants to acquire Common Stock were issued iry 23 1999 in connection with property acquisitiddgon exercise of a warrant, the Company
contribute the exercise price to the Operatingrieaship in exchange for Common Units. Therefore,@perating Partnership accounts for such warasfi

issued by the Operating Partnership. In 2010 ar® 2there were no warrants exercised. In 2008,000\@arrants with an exercise price of $32.50 1
exercised. These warrants have no expiration date.
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13. BvPLOYEE BENEFIT PLANS
Officer, Management and Director Compensation Progams

The officers of the Company, which is the sole gahpartner of the Operating Partnership, partigipa an annual noequity incentive program where
they are eligible for incentive cash payments bagead percentage of their annual base salary. ditiad to considering the pay practices of the Camyx
peer group in determining each officer's incentpayment percentage, the officer’s ability to inflae the Companyg’ performance is also considered. E
officer has a target annual non-equity incentivgnpent percentage that ranges from 25% to 130% sé salary depending on the officeiposition. Th
officer’s actual incentive payment for the yeathie product of the target annual incentive paynpemtentage times a “performance facteovtiich can ranc
from zero to 200%. This performance factor depamum the relationship between how various perfoaaariteria compare with predetermined goals.
officer who has division responsibilities, goals &@rtain performance criteria are based partlthendivision’s actual performance relative to tbatision’s
established goals and partly on actual total perémrce. Incentive payments are accrued and expendée year earned and are generally paid in tsd
guarter of the following year.

Certain other members of management participasam iannual norquity incentive program whereby a target annusih gacentive payment is establis
based upon the job responsibilities of their positincentive payment eligibility ranges from 108630% of annual base salary. The actual incentyenent i:
determined by our overall performance and the iddial’s performance during each year. These incentivenpais are also accrued and expensed in th
earned and are generally paid in the first quatft¢ne following year.

The following table sets forth the number of Comnunits reserved for future issuance:

December 31

2010 2009
Outstanding stock options and warrants 1,495,191 1,482,77.
Possible future issuance under equity incentivag 2,642,62 3,000,001
4,137,811 4,482,717

The Companys officers generally receive annual grants of siogtions and restricted stock on or about Marcli @ach year. Restricted stock grants
also made annually to directors and certain officer employees. At December 31, 2010, there reasaining availability of 2.6 million shares of Comr
Stock reserved for future issuance under the 2@ [Term Equity Incentive Plan, of which no morarti®.8 million can be in the form of restrictedcto

Additional total return-based restricted stock rbayissued at the end of the thgear periods if actual performance exceeds celeawls of performanc
Such additional shares, if any, would be fully eéstvhen issued. No expense is recorded for additgimares of total returnased restricted stock that may
issued at the end of the three-year period siretepibssibility is already reflected in the grantediir value.

Dividends received on restricted stock are fanfeitable and are paid at the same rate and @sdme date as on shares of Common Stock. Divideaic
on subsequently forfeited shares are expensed.

During the years ended December 31, 2010, 20092808, we recognized $6.6 million, $6.6 million a#ifi.7 million, respectively, of shatmse:
compensation expense. Because we generally doagdhpome taxes we do not realize tax benefitshamebased payments. At December 31, 2010, ther
$6.2 million of total unrecognized shavased compensation costs, which will be recognigest vesting periods that have a weighted averageining terr
of 2.1 years.
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13. BwpLOYEE BENEFIT PLANS - Continued

- Stock Options

Stock options issued prior to 2005 vest ratablyr doer years and remain outstanding for 10 yeaisckSoptions issued beginning in 2005 vest ratalis
a four-year period and remain outstanding for sepears. The value of all options as of the datgraft is calculated using the Black-Scholes opfinoing
model and is amortized over the respective vestingervice period. The fair values of options gedntluring 2010, 2009 and 2008 were $4.96, $1.8:
$3.18, respectively, per option. The fair valuethef options granted were determined at the gratetsdusing the following assumptions:

2010 2009 2008

Risk free interest rai(1) 2.58% 2.31% 2.67%
Common stock dividend yiel(2) 5.85% 8.96% 5.71%
Expected volatility(3) 32.2% 29.% 22.6%
Average expected option life (yea(4) 5.7¢ 5.7t 5.7¢
Q) Represents the interest rate as of the grant dattéSatreasury bonds having the same life as thmatgd life of the option grant
2) The dividend vyield is calculated utilizing tdeszidends paid for the previous ogear period and the per share price of Common Stocthe date «

grant.
3) Based on the historical volatility of Common Stamler a period relevant to the related stock opgiamnt.
4) The average expected option life is based on alysis@f the Compar’s historical date

The following table sets forth stock option grants:

Balances at December 31, 2007
Options granted

Options cancelled

Options exercised

Balances at December 31, 2008
Options granted

Options cancelled

Options exercised

Balances at December 31, 2009
Options granted

Options exercised

Balances at December 31, 2((1) (2)

Options Outstanding

Weighted

Average

Number of  Exercise

Shares Price

1,909,82 $ 26.4%
319,09: 29.4¢
(16,33)) 31.6¢
(723,33 22.9¢
1,489,25I 28.7¢
394,04 19.0C
(111,590 27.6¢
(303,93 24.1¢
1,467,77. 27.1¢
190,82¢ 29.0¢
(178,403 22.5¢

1,480,191 $ 27.9¢

Q) The outstanding options at December 31, 2010 hagighted average remaining life of 3.7 years amdnisic value of $7.2 million

2) The Company has 806,782 options exercisable atrbleee31, 2010 with weighted average exercise mick30.10, weighted average remaining
of 2.6 years and intrinsic value of $2.5 milliorf fBese exercisable options, 298,046 had exercisesphigher than the market price of our Com

Stock at December 31, 201
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13. BwpLOYEE BENEFIT PLANS - Continued

Cash received or receivable from options exercmesl $4.4 million, $7.4 million and $15.9 millionrfthe years ended December 31, 2010, 2009 and
respectively. The total intrinsic value of optiogercised during the years ended December 31, 2008 and 2008 was $1.7 million, $2.0 million argl€
million, respectively. The total intrinsic value options outstanding at December 31, 2010, 20092808 was $7.2 million, $10.3 million and $1.7 ioitl,
respectively. The Company generally does not petingitnet cash settlement of exercised stock optiomsdoes permit net share settlement so longe
shares received are held for at least one yearCbhepany has a policy of issuing new shares tsfgastock option exercises.

- Time-Based Restricted Stock

Shares of timésased restricted stock issued to officers and eyapl® generally vest 25% on the first, second, thind fourth anniversary dat
respectively. Shares of tinteased restricted stock issued to directors gegerait 25% on January 1 of each successive yearthft grant date. The value
grants of timebased restricted stock is based on the market \dl@mmon Stock as of the date of grant and isrirea to expense over the respec
vesting or service periods.

The following table sets forth time-based restdctéock grants:

Weighted

Average
Number of Grant Date
Shares Fair Value

Restricted shares outstanding at December 31, 2007 356,49" $ 34.8¢
Awarded and issue(1) 92,15( 30.1:
Vested(2) (113,82) 33.1:
Forfeited (5,029 32.11
Restricted shares outstanding at December 31, 2008 329,79t 34.21
Awarded and issue(1) 128,38 19.3¢
Vested(2) (132,779 33.3¢
Forfeited (9,326 31.2¢
Restricted shares outstanding at December 31, 2009 316,07 28.6(
Awarded and issue(1) 88,93( 29.0¢
Vested(2) (138,749 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32 $ 27.0¢

Q) The fair value at grant date of tirbased restricted stock issued during the yearsdebgeember 31, 2010, 2009 and 2008 was $2.6 milart
million and $2.8 million, respectivel:

2) The vesting date fair value of tinbased restricted stock that vested during the yaaded December 31, 2010, 2009 and 2008 was $4i8m$2.<
million and $4.8 million, respectivel:
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13. BwpLOYEE BENEFIT PLANS - Continued
- Total Return-Based and Performance-Based Resttied Stock

During 2010, 2009 and 2008, the Company issuecestafrtotal returpased restricted stock to officers that will vesini zero to 250% based on (1)
Company’s absolute total returns for the thyeer periods ended December 31, 2010, 2011 and, 284@ectively, relative to defined target retuams! (2
whether the Compang’total return exceeds the average total returres sélected group of peer companies. The grantfdatealue of such shares of tc
returnbased restricted stock was determined to be 10B8%%band 100%, respectively, of the market valua share of Common Stock as of the grant
and is amortized over the respective three-yeaoger

During 2008, the Company also issued shares obpeance-based restricted stock to officers thdtwest pursuant to certain performartased criteri:
The performance-based criteria are based on whethet we meet or exceed at the end of tiyem-performance periods certain operating anaigd goal:
established under our Strategic Plan. To the exental performance equals or exceeds threshofdrpgance goals, the portion of shares of perforraanc
based restricted stock that vest can range from t60%00%. If actual performance does not meet sluashold goals, none of the performahesed restricte
stock will vest. The fair value of performanbased restricted share grants is based on the make of Common Stock as of the date of grant ta
estimated performance to be achieved at the ettteahreeyear period. Such fair value is being amortizeéxpense during the period from grant date t
vesting dates, adjusting for the expected levetesting that will occur at those dates.

The following table sets forth total return-based performance-based restricted stock grants:

Weighted
Average

Number of Grant Date
Shares Fair Value

Restricted shares outstanding at December 31, 2007 135,47: $ 32.52
Awarded and issue(1) 77,87¢ 29.7¢
Vested(2) (59,897 26.82
Forfeited (2,116 29.2¢
Restricted shares outstanding at December 31, 2008 151,34 33.3¢
Awarded and issue(1) 127,59« 15.01
Vested(2) (68,929 32.6¢
Forfeited (7,237) 34.1¢4
Restricted shares outstanding at December 31, 2009 202,77¢ 22.0¢t
Awarded and issue(1) 77,62¢ 29.0¢t
Vested(2) (47,25 38.5(
Forfeited (1,307 22.9¢
Restricted shares outstanding at December 31, 2010 23183 $ 21.0¢

1) The fair value at grant date of performanceellaand total returhased restricted stock issued during the yearsdeBDeéeember 31, 2010, 2009
2008 was $2.3 million, $1.9 million and $2.3 milliarespectively

2) The vesting date fair value of performanceeblaand total returbased restricted stock that vested during the yerded December 31, 2010, 2
and 2008 was $1.6 million, $2.6 million and $2.4lion, respectively
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13. BwpLOYEE BENEFIT PLANS - Continued
Retirement Plan

The Company has adopted a retirement plan appéicbhll employees, including officers, who, at tiree of retirement, have at least 30 year
continuous qualified service or are at least 55y@dd and have at least 10 years of continuousifiguaservice. Subject to advance retirement reota
execution of a nowompete agreement with us, eligible retirees atiélezhto receive a pro rata amount of the annoegitive payment earned during the
of retirement. Stock options and restricted stoanted by the Company to such eligible retireerdyltiis or her employment would be nfanfeitable and ve
according to the terms of their original grantse Trenefits of this retirement plan apply only tstrieted stock and stock option grants and have peased i
25% on March 1, 2006 and 25% on each anniversargdifi For employees who meet the age and serligbiléty requirements, 75% of their 2008 grantsd
100% of their grants thereafter were deemed fullgted at the grant date, which increased compensaxipense by approximately $1.1 million, $0.6 ioril
and $0.6 million in the years ended December 31022009 and 2008, respectively.

Deferred Compensation

The Company has a nayualified deferred compensation plan pursuant techviach officer and director could elect to defgrortion of their base sal:
and/or annual noequity incentive payment (or director fees) which mvested by the Company in various mutual fuiitle Company indefinitely suspent
this option to defer compensation earned after aignl, 2010. These investments are recorded avdhie which aggregated $3.5 million and $6.1 wiilla
December 31, 2010 and 2009, respectively, andnateded in prepaid expenses and other assetsawitiffsetting deferred compensation liability reszt ir
accounts payable, accrued expenses and otheitiggbilSuch deferred compensation is expensederpéniod earned by the officers and directors. De¢
amounts ultimately payable to the officers andaoes are based on the value of the related méumal investments. Accordingly, changes in the valfithe
marketable mutual fund investments are recordéatémest and other income and the correspondirgetififig changes in the deferred compensation itilaite
recorded in general and administration expensea Aesult, there is no effect on our net income sgbent to the time the compensation is deferredfialty
funded.

The following table sets forth the Company’s defdrcompensation liability:

Years Ended December 31

2010 2009 2008
Beginning deferred compensation liability $ 6,89¢ $ 6,522 $ 7,861
Contributions to deferred compensation pl 22¢ — 1,57¢
Mark-to-market adjustment to deferred compensation (geaedhbhdministrative expens 24¢ 1,497 (2,177)
Distributions from deferred compensation pl (3,287 (1,123 (742
Total deferred compensation liabili $ 4,091 $ 6.89¢ $ 6,52z

401(k) Savings Plan

We have a 401(k) savings plan covering substaptall employees who meet certain age and employrogtgria. We contribute amounts for e
participant at a rate of 75% of the employee’s Gbuation (up to 6% of each employee’sweekly salary and cash incentives subject to stgtuimits). During
the years ended December 31, 2010, 2009 and 2G98pmtributed $1.0 million, $1.0 million and $1.1llan, respectively, to the 401(k) savings plarhe
assets of this qualified plan are not includedun Gonsolidated Financial Statements since thesiase not owned by us. Administrative expensebefplar
are paid by us.
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13. EvpLOYEE BENEFIT PLANS - Continued
Employee Stock Purchase Plan

The Company has an Employee Stock Purchase Plangnirto which employees generally may contribptéol25.0% of their base and annual reojuity
incentive compensation for the purchase of CommimtkS At the end of each threrenth offering period, the contributions in eachtiggant's accoul
balance, which includes accrued dividends, is agpid acquire shares of Common Stock at a costtastcalculated during 2010, 2009 and 2008 at 8®f
the lower of the average closing price on the NewkYStock Exchange on the five consecutive dayseutiag the first day of the quarter or the five s
preceding the last day of the quarter. In the yeaded December 31, 2010, 2009 and 2008, the Conigsued 27,378, 37,287 and 29,324 shares, regels
of Common Stock under the Employee Stock Purch&se Phe discount on newly issued shares is expegels as additional compensation and aggre
$0.1 million, $0.3 million and $0.2 million in theears ended December 31, 2010, 2009 and 2008 cteshe.

14. (OMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE LOsSs

Comprehensive income represents net income plushtheges in certain amounts deferred in accumulatieer comprehensive loss related to hec
activities and changes in fair market value of ailable for-sale security. The following tablesé&irth the components of comprehensive income:

Years Ended December 31

2010 2009 2008

Net income $ 72,27¢ $ 61,64( $ 35,48¢
Other comprehensive inconr

Unrealized gain/(loss) on tax increment financiogd a77) 292 (2,659

Unrealized gains/(losses) on cash flow hec — 937 (1,37¢)

Amortization of settled cash flow hedc 237 (249 181

Settlement of past cash flow hedge from dispositibimvestment in unconsolidated affilie 102 — —

Total other comprehensive income/(lo 165 981 (3,859

Total comprehensive incon $ 72,43¢ $ 62,62. $ 31,62¢

Accumulated other comprehensive loss representaiceamounts deferred related to hedging activitied an available fasale security. The followir
table sets forth the components of accumulated atiraprehensive loss:

December 31

2010 2009
Tax increment financing bond $ 254 $ 2,36¢€
Settled cash flow hedges 1,10¢ 1,44¢
$ 3,64¢ $ 3,811
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15. RENTAL AND OTHER REVENUES; RENTAL PROPERTY AND OTHER EXPENSES

Our real estate assets are leased to customers apetating leases. The minimum rental amounts rtigeleases are generally subject to scheduled
increases. Generally, the leases also requirgitbatustomers reimburse us for increases in cectats above the bagear costs. The following table sets fc
rental and other revenues from continuing operation

Years Ended December 31

2010 2009 2008
Contractual rents, net $ 400,38: $ 394,50: $ 382,88!
Straigh-line rental income, net 11,20¢ 3,521 6,192
Amortization of lease incentives (1,239 (2,200 (2,020
Property operating expense recoveries, net 41,90¢ 44,56 45,84¢
Lease termination fees 2,992 1,81: 2,561
Fee income 5,46¢ 5,15¢ 5,14¢
Other miscellaneous operating revenues 2,60¢ 1,701 3,652

$ 463,32. $ 450,15 $ 445,26t

The following table sets forth scheduled future imim base rents to be received from customersefisds in effect at December 31, 2010 for the W
Owned Properties:

2011 $ 401,99
2012 362,78
2013 312,21(
2014 258,11:
2015 203,49:
Thereafter 665,36t

The following table sets forth rental property artder expenses from continuing operations:

Years Ended December 31

2010 2009 2008
Utilities, insurance and real estate taxes $ 90,88: $ 91,077 $ 86,21
Maintenance, cleaning and general building 57,17( 56,41 57,92t
Property management and administrative expe 11,40( 11,80¢ 11,53
Other miscellaneous operating expenses 4,57¢ 2,98¢ 4,165

$ 164,02¢ $ 162,28( $ 159,83¢
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16. DscoNTINUED OPERATIONS

The following table sets forth our operations whiefjuired classification as discontinued operations

Years Ended December 31

Rental and other revenues $

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

Total operating expens
Interest expense
Other income

Income/(loss) before gains/(losses) on dispositiohdiscontinued operations
Net gains/(losses) on disposition of discontinupdrations

2010 2009 2008
143 $ 9,15¢ $ 20,59
65€ 3,47¢€ 7,881

36E 1,85¢ 4,78t

— 10,96+ 29,43¢

1,021 16,29¢ 42,117

— 3 31

411 (7,209 (21,485

(86) 21,46¢ 18,48¢

Total discontinued operations $

32E $ 14,26: $ (2,99%

Carrying value of assets held for sale and ass&dgisat qualified for discontinued operations dgrthe
year

28,00¢ $ 82,98t $ 132,48¢

The following table sets forth the major classeassfets and liabilities of the properties heldstde:

Assets:
Land
Buildings and tenant improvemet
Land held for developmel
Accumulated depreciatic
Net real estate asse
Accrued straight line rents receival
Deferred leasing costs, r
Prepaid expenses and other assets

Real estate and other assets, net, held for s:
Tenant security deposits, deferred rents and ada@osts(1)

Q) Included in accounts payable, accrued expensestard liabilities.

141

December 31

2010 2009

$ — 3 867
20 3,87¢

1,197 1,197

— (1,484

1,215 4,45¢

— 28¢

— 20¢

32 77

$ 1,24¢ $ 5,031
$ 12 $ 12
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17. EARNINGS PerR UNIT
The following table sets forth the computation asiz and diluted earnings per unit:

Years Ended December 31

2010 2009 2008
Earnings per common unit- basic:
Numerator:
Income from continuing operatio $ 7195 $ 47371 $ 38,48!
Net (income) attributable to noncontrolling intdeeim consolidated affiliates from continuing oeras (48%) (12) (2,04
Distributions on preferred uni (6,709 (6,709 (9,809
Excess of preferred unit redemption/repurchaseagest carrying valu — — (108
Income from continuing operations available for coom unitholder: 64,75¢ 40,65¢ 26,52¢
Income/(loss) from discontinued operations avadidbl common unitholders 32E 14,26% (2,999
Net income available for common unithold $ 65,08t $ 54,921 $ 23,53(
Denominator:
Denominator for basic earnings per Common + weighted average uni(1) (2) 74,97 71,59 62,88:
Earnings per common ur- basic:
Income from continuing operations available for coom unitholder: $ 0.87 $ 057 $ 0.4z
Income/(loss) from discontinued operations avagigbr common unitholde! — 0.2¢ (0.0%)
Net income available for common unithold 3 087 $ 071 $ 0.3i
Earnings per common unit- diluted:
Numerator:
Income from continuing operatiol $ 71,951 $ 47377 $ 38,48
Net (income) attributable to noncontrolling intdeem consolidated affiliates from continuing oféras (48%) (12) (2,047
Distributions on preferred uni (6,709 (6,709 (9,809
Excess of preferred unit redemption/repurchaseagest carrying valu — — (108
Income from continuing operations available for coom unitholder: 64,75¢ 40,65¢ 26,52¢
Income/(loss) from discontinued operations avaddbl common unitholders 32E 14,26: (2,999
Net income available for common unithold $ 65,08t $ 54,92 $ 23,53(
Denominator:
Denominator for basic earnings per Common +weighted average uni(1) (2) 74,971 71,591 62,88
Add:
Unit options using the treasury method 19¢ 79 201
Denominator for diluted earnings per Common Urddjusted weighted average units and assumec )
conversions(1) 75,16¢ 71,67( 63,08
Earnings per common ur- diluted:
Income from continuing operations available for coom unitholder: $ 0.87 $ 057 $ 0.4Z
Incomel/(loss) from discontinued operations ava#idbt common unitholdel — 0.2¢ (0.0
Net income available for common unithold $ 087 $ 0.77 $ 0.3/
Q) Options and warrants aggregating approximately m@ilion, 1.0 million and 1.4 million units were aiénding during the years en

December 31, 2010, 2009 and 2008, respectivelywbtg not included in the computation of dilutednéags per unit because the impact of inclu
such units would be ardilutive to the earnings per unit calculati.

2) Includes all of the Compa’s unvested restricted stock since dividends on eesthicted stock are n-forfeitable.
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18. INcoME TAXES

Our Consolidated Financial Statements include therations of the Compars/taxable REIT subsidiary, which is not entitledthe dividends pa
deduction and is subject to corporate, state awdl llncome taxes. The taxable REIT subsidiary hpsraied at a cumulative taxable loss thrc
December 31, 2010 of approximately $7.2 million &ad paid no income taxes since its formation.dditeon to the $2.8 million deferred tax asset toest
cumulative tax loss carryforwards, the taxable RElbsidiary also had net deferred tax liabiliti€ésapproximately $2.0 million comprised primarily tex
versus book basis differences in certain investmantl depreciable assets held by the taxable REiSidiary. Because the future tax benefit of thealative
losses is not assured, the approximate $0.8 mitigrdeferred tax asset position of the taxableTRiEbsidiary has been fully reserved as manageduess nc
believe that it is more likely than not that the deferred tax asset will be realized. The tax bepéthe cumulative losses could be recognizedfiftancia
reporting purposes in future periods to the extieattaxable REIT subsidiary generates sufficiexaliée income. Other than income taxes relatedsttakabl:
REIT subsidiary, the Operating Partnership recorskade income tax expense in rental property ahdratxpenses of $0.6 million, $0.5 million and ¢
million for the years ended December 31, 2010, 20892008, respectively.

The minimum dividend per share of Common Stock iregufor the Company to maintain its REIT statusw8.32, $0.89 and $0.76 per share in 2
2009 and 2008, respectively. Continued qualificatée a REIT depends on the Compangbility to satisfy the dividend distribution tesstock ownersh
requirements and various other qualification tpséscribed in the Code. The tax basis of our agaetsof accumulated tax depreciation and amortimaianc
liabilities was approximately $2.4 billion and $hiflion at both December 31, 2010 and 2009.

The Company is subject to federal, state and liocaime tax examinations by tax authorities for 26@@ugh 2010.
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19. S$GMENT INFORMATION

Our principal business is the operation, acquisitmd development of rental real estate propertds.evaluate our business by product type ar
geographic location. Each product type has diffeceistomers and economic characteristics as talresies and terms, cost per square foot of bugiithe
purposes for which customers use the space, threelef maintenance and customer support requirddastomer dependency on different economic drj
among others. The operating results by geograpioieping are also regularly reviewed by our chieémgping decision maker for assessing performand
other purposes. There are no material inter-segtramgactions.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i8&atts. All operations are within the United St
and, at December 31, 2010, no single customereof\tholly Owned Properties generated more than 108tiroconsolidated revenues on an annualized basis.

The following table summarizes the rental and otlegenues and net operating income, the primarysimg propertylevel performance metric which
defined as rental and other revenues less rerdpeply and other expenses, for each reportable esgigm

Years Ended December 31

2010 2009 2008
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 48,05 $ 48,70« $  47,06"
Greenville, SC 13,61¢ 14,01( 13,98:
Kansas City, MO 14,82: 14,83¢ 15,34¢
Memphis, TN 34,98: 30,64: 25,85:
Nashville, TN 59,157 60,55 60,19:
Orlando, FL 11,61¢ 11,80¢ 11,402
Piedmont Triad, NC 23,35( 23,391 23,417
Raleigh, NC 75,60¢ 72,521 69,69¢
Richmond, VA 47,19( 46,617 47,97
Tampa, FL 72,52: 67,29¢ 65,85¢
Total Office Segment 400,90 390,37¢ 380,78:
Industrial:
Atlanta, GA 15,15¢ 15,611 15,721
Piedmont Triad, NC 12,37¢ 12,77¢ 12,67«
Total Industrial Segment 27,53¢ 28,38¢ 28,39¢
Retail:
Kansas City, MO 33,521 29,997 34,63
Piedmont Triad, NC — 18¢ 221
Raleigh, NC 13E 12C 36
Total Retail Segment 33,66: 30,30: 34,89(
Residential
Kansas City, MO 1,22( 1,08t 1,201
Total Residential Segment 1,22( 1,08t 1,201
Total Rental and Other Revenues $ 463.32: $ 450,15« $  445,26¢
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Years Ended December 31

Net Operating Income: (1)

Office:
Atlanta, GA
Greenville, SC
Kansas City, MO
Memphis, TN
Nashville, TN
Orlando, FL
Piedmont Triad, NC
Raleigh, NC
Richmond, VA
Tampa, FL
Total Office Segment
Industrial:
Atlanta, GA
Piedmont Triad, NC

Total Industrial Segment
Retail:
Atlanta, GA(2)
Kansas City, MO
Piedmont Triad, NC
Raleigh, NC(2)
Total Retail Segment
Residential
Kansas City, MO
Raleigh, NC(2)
Total Residential Segment

Total Net Operating Income
Reconciliation to income from continuing operationsefore disposition of property, condominiums anc
investment in unconsolidated affiliates and equityn earnings of unconsolidated affiliates:

Depreciation and amortization
Impairment of assets held for use
General and administrative expel
Interest expense

Other income

Income from continuing operations before dispositdd property, condominiums and investment in
unconsolidated affiliates and equity in earningsiéonsolidated affiliate

(Y
@

Net of discontinued operatior

2010 2009 2008
$ 3040 $ 3081 $ 28,86
8,15¢ 8,72z 8,81¢

8,89: 9,08¢ 9,25¢

20,85: 17,73( 15,16(
39,33¢ 39,13¢ 39,681

6,267 6,27¢ 6,311

15,34: 15,34¢ 14,92;
52,32( 48 86¢ 45,69t
32,08¢ 32,08! 32,25:
45,53’ 40,15’ 39,38:
259,19° 248,22. 240,35(
10,68¢ 11,62: 11,92¢

9,05: 9,75¢ 9,78¢

19,73: 21,38t 21,71¢

(27) (27) (26)

19,96: 18,20" 22,59¢

12 177

37 9 (60)

19,97¢ 18,20" 22,68

742 582 71€

(362) (528 (34

38C 54 682

299,29 287,86t 285,43
(135,79) (130,020 (122,83}

— (2,55 (3,40

(33,309 (37,209 (38,18
(93,37)  (86,80) (98,49
5,657 9,54¢ 3,75¢

$  42477$ 4082 $ 26,27

Consists of real estate taxes and other carryistg@ssociated with land held for developmentithatirrently zoned for the respective product ty
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Total Assets:

Office:
Atlanta, GA
Baltimore, MD
Greenville, SC
Kansas City, MO
Memphis, TN
Nashville, TN
Orlando, FL
Piedmont Triad, NC
Raleigh, NC
Richmond, VA
Tampa, FL

Total Office Segment

Industrial:
Atlanta, GA
Kansas City, MO
Piedmont Triad, NC

Total Industrial Segment
Retail:
Atlanta, GA
Kansas City, MO
Piedmont Triad, NC
Raleigh, NC
Total Retail Segment
Residential
Kansas City, MO
Orlando, FL
Raleigh, NC
Total Residential Segment
Corporate

Total Assets

(tabular dollar amounts in thousands, except per uit data)
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December 31

2010 2009 2008
$ 268,770 $ 27546 $ 27747.
1,781 1,781 1,79¢
73,93 78,561 83,55t
84,19 85,68 87,95
270,090 220,72 187,31
326,85!  338,12: 348,06t
47,04 48,82 50,85:
126,68 141,97 14851
457,94t 464,72¢ 469,44
249,03¢ 249,88 257,22
395,93 393,81: 379,14
2,302,26 _ 2,299,55' _ 2,291,33!
135,85¢  136,57(  137,51(
= = 128
79,32 92,30( 100,42
215,17¢ __ 228,87( __ 238,06:
30€ 1,044 1,07¢
172,11¢ 175,75 224,60
— 1,082 10,42:

5,17( 6,04¢ 4,45
177,59. 183,93, 240,54
5,92t 6,12¢ 6,471
2,09¢ 2,147 2,147
9,57 16,29’ 28,69¢
17,59: 24,56 37,31¢
158,03¢ __ 148,81° 137,59
$ 2,870,67 $ 2,88573 $ 2,944,85
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20.  QARTERLY FINANCIAL DATA (Unaudited )

The following tables set forth quarterly finandiaflormation and have been adjusted to reflect disoaed operations:

Rental and other revenu(1)

Income from continuing operatiol(1)
Income/(loss) from discontinued operati¢(1)
Net income
Net (income)/loss attributable to noncontrollinggirests in
consolidated affiliate
Distributions on preferred units

Net income available for common unithold

Earnings per unit-basic:
Income from continuing operations available for coom
unitholders
Income from discontinued operations available fanmon
unitholders

Net income available for common unithold
Earnings per unit-diluted:
Income from continuing operations available for coom
unitholders
Income from discontinued operations available fimmon
unitholders

Net income available for common unithold

Year Ended December 31, 201

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
115,05 $ 114,33¢ $ 116,06: $ 117,86 $ 463,32:
11,70( 40,09t 8,78¢ 11,36¢ 71,95
38¢ (63) — — 32E
12,08¢ 40,03: 8,78¢ 11,36¢ 72,27¢
(2149 (215 14¢ (2049 (485)
(1,677) (1,677) (1,677) (1,677) (6,70¢)
10,197 $ 38,14( $ 7,25¢ $ 9,487 $ 65,08:
0.1z $ 051 $ 0.1C $ 0.1z $ 0.87
0.01 — — — —
014 $ 0.51 $ 0.1C $ 0.1 $ 0.87
0.1 $ 0.51 $ 0.1C $ 0.1 $ 0.87
0.01 — — — —
0.14 $ 0.51 $ 0.1C $ 0.1 $ 0.87

147




(Table of Contents)

HIGHWOODS REALTY LIMITED PARTNERSHIP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

20.  QARTERLY FINANCIAL DATA (Unaudited )

Rental and other revenu(1)

Income from continuing operatioi(1)
Income/(loss) from discontinued operati¢(1)
Net income/(loss
Net (income)/loss attributable to noncontrollinggirests in
consolidated affiliate
Distributions on preferred units

Net income/(loss) available for common unitholc

Earnings per unit-basic:
Income from continuing operations available for coom
unitholders
Income/(loss) from discontinued operations avadidbl common
unitholders

Net income/(loss) available for common unitholc
Earnings per unit-diluted:
Income from continuing operations available for coom
unitholders
Income/(loss) from discontinued operations avaddbl common
unitholders

Net income/(loss) available for common unitholc

Year Ended December 31, 200

First Second Third Fourth

Quarter Quarter Quarter Quarter Total
112,36: $ 111,91 $ 113,17 $ 112,70¢ $ 450,15
11,71¢ 14,91 12,29: 8,45¢ 47,37
1,444 22,14¢ 26¢ (9,596 14,26:
13,16: 37,05¢ 12,56( (1,149 61,64(
(18) (11¢) (24) 147 131)
(1,677) (1,677) (1,677) (1,677) (6,70¢)
11,46¢ $ 35,26¢ $ 10,85¢ $ (2,675 $ 54,92:
0.1t $ 0.1¢ $ 0.1t $ 0.0¢ $ 0.57
0.0z 0.32 — (0.1% 0.2C
0.17 $ 0.51 $ 0.1t $ (0.0 $ 0.77
0.1t $ 0.1¢ $ 0.1t $ 0.0¢ $ 0.57
0.0z 0.32 — (0.1%) 0.2C
0.17 $ 0.51 $ 0.1 $ (0.04 $ 0.77
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20.  QARTERLY FINANCIAL DATA (Unaudited ) — Continued

Q) The amounts presented may not equal to theuata@reviously reported in the most recent ForrQ$0or prior 10K for each period as a result
discontinued operations. Below is the reconciliatio the amounts previously report

Quarter Ended

March 31, June 30, September 30

2010 2010 2010
Rental and other revenues, as repo $ 115,81¢ $ 114,33¢ $ 116,06
Discontinued operatior (764 — —
Rental and other revenues, as adju $ 115,05 $ 114.33¢ $ 116,06:
Income from continuing operations, as repo $ 11,90C $ 40,09 $ 8,78¢

Discontinued operatior (200 — —

Income from continuing operations, as adjus 3 11,70C $ 40,09¢ $ 8,78¢
Income/(loss) from discontinued operations, as ntejok $ 18¢ $ (63) $ —
Additional discontinued operations from propersesd subsequent to the respective reportir

period 20C — —

Income/(loss) from discontinued operations, asstdj $ 38t $ (63 $ —

Quarter Ended
March 31, June 30, September 30  December 31
2009 2009 2009 2009
Rental and other revenues, as repa $ 113,22( $ 111,91 $ 113,17¢ $ 113,66¢
Discontinued operatior (85%) — — (960

Rental and other revenues, as adju $ 112,36. $ 11191« $ 113,17C $ 112,70¢
Income/(loss) from continuing operations, as resmt(a) $ 11,99: $ 14,91 $ 12,29: $ (2,119
Discontinued operatior (279 — 10,56¢

Income from continuing operations, as adju $ 11,71¢ $ 1491t $ 12291 $ 8,45¢
Income from discontinued operations, as repc $ 1,171 $ 22,14¢ $ 26 $ 972
Additional discontinued operations from propersesd subsequent to the

respective reporting peric 273 — — (10,56%

Income/(loss) from discontinued operations, assidjl $ 144 % 22,14¢ $ 26¢ 3 (9,596
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(tabular dollar amounts in thousands, except per uit data)

21. BBSEQUENT EVENTS

On February 2, 2011, we obtained a $200.0 milliime-year unsecured bank term loan bearing interest®®R plus 220 basis points. The funding of
loan will occur on February 25, 2011 and the prdeesill be used on such date to pay off at matwai§§137.5 million unsecured bank term loan, amotirer
outstanding under our revolving credit facility dod general corporate purposes.

On January 26, 2011, the CompanfBoard of Directors declared a cash dividend o#&® per share of Common Stock payable on Mar@98] to it:
stockholders of record on February 14, 2011, a dagtlend of $21.5625 per share of 8.625% SerigSuinulative Redeemable Preferred Shares payal
February 28, 2011 to its stockholders of recordrFebruary 15, 2011 and a cash dividend of $0.50spare of 8.000% Series B Cumulative Redeen
Preferred Shares payable on March 15, 2011 tedtkkolders of record on March 1, 2011.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

HIGHWOODS PROPERTIES, INC.

SCHEDULE Il

(in thousands)

The following table sets forth the activity of allance for doubtful accounts:

Allowance for Doubtful Account- Straight Line Ren
Allowance for Doubtful Account- Accounts Receivabl
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Account- Straight Line Ren
Allowance for Doubtful Account- Accounts Receivabl
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Account- Straight Line Ren
Allowance for Doubtful Account- Accounts Receivabl
Allowance for Doubtful Accounts - Notes Receivable

Totals

Balance at Balance at
December 31, December 31,
2009 Additions Deductions 2010
$ 2,44: 63t $ (869 $ 2,20¢

2,81(C 2,961 (2,17¢) 3,59
69¢€ 41% (247) 86¢
$ 5,951 4,00¢ $ (3,284 $ 6,67
Balance at Balance at
December 31, December 31,
2008 Additions Deductions 2009
$ 2,082 2,48. $ 2,129 $ 2,44%
1,281 2,90( (1,37) 2,81(
45¢ 25E (16) 69¢€
$ 3,827 5,63¢ $ (351G % 5,951
Balance at Balance at
December 31, December 31,
2007 Additions Deductions 2008
$ 44C 1,90t $ (263) $ 2,082
93t 1,091 (745) 1,281
68 39t (4) 45¢
$ 1,44 3,391 $ (1,019 $ 3,82
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The following table sets forth the activity of resgtate assets and accumulated depreciation:

December 31

2010 2009 2008
Real estate asse
Beginning balanc $ 3,341.25 $ 3,272,90. $ 3,180,66.
Additions:
Acquisitions, development and improveme 104,19¢ 167,62« 184,20¢
Cost of real estate sold and reti (91,919 (99,27) (91,969
Ending balance (¢ $ 3,353,54. $ 3,341,25 $ 3,272,90.
Accumulated depreciatiol
Beginning balanc $ 782,55 $ 714,22: $ 649,76"
Depreciation expens 117,63¢ 115,60 110,98t¢
Real estate sold and retir (65,039 (47,270 (46,529
Ending balance (& $ 835,16! $ 782,55 $ 714,22¢
@) Reconciliation of total real estate assets to lzaaheet captiol
2010 2009 2008
Total per Schedule I $ 3,353,54. $ 3,341,25 $ 3,272,90:
Development in progress exclusive of land inclugte8chedule I1I 4,52¢ — 61,93¢
Real estate assets, net, held for sale (1,217) (5,940 (1,247)
Total real estate assets $ 335684 $ 333531 $  3,333,60
(b) Reconciliation of total accumulated depreciatio&tance sheet captic
2010 2009 2008
Total per Schedule llI $ 835,16! $ 782,55 $ 714,22:
Real estate assets, net, held for sale — (1,489 —
Total accumulated depreciation $ 835,16! $ 781070 $ 714,22
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SCHEDULE Il - REAL ESTATE AND ACCUMULATED DEPRECIA TION

(in thousands)

December 31, 2010

Costs
Capitalized
Subsequent t¢ Gross Value at Close
Initial Costs Acquisition of Period
Life on
Which
Depreciation
Segmen 2010 Bldg & Bldg & Bldg & Total Accumulated Date of is

Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation Construction Calculated
Atlanta, GA
1700 Century Circls Office Atlante - 2,482 2 (12) 2 2471 2A47: 427 1983 5-40 yrs.
1800 Century
Boulevard Office Atlante 1,44¢ 29,08! - 12,0271,44¢ 41,10¢ 42,55: 16,67¢ 1975 5-40 yrs.
1825 Century Cente  Office Atlante 864 - 30% 15,28(1,167 15,28( 16,44 4,09¢ 2002 5-40 yrs.
1875 Century
Boulevard Office Atlante - 8,92« - 2,22¢ - 11,14¢ 11,14¢ 4,27¢ 1976 5-40 yrs.
1900 Century
Boulevard Office Atlante - 4,74 - 90C - 5,64/ 5,64« 2,16¢ 1971 5-40 yrs.
2200 Century
Parkway Office Atlante - 14,43: - 3,68(C - 18,11: 18,11: 6,67¢ 1971 5-40 yrs.
2400 Century Cente  Office Atlante - - 40€ 15,66 40€¢ 15,66¢ 16,07 6,91¢ 1998 5-40 yrs.
2500 Century Cente  Office Atlante - - 328 14,31! 32& 14,311 14,63¢ 2,801 2005 5-40 yrs.
2500/2635 Parking
Garage Office Atlante - - - 6,242 - 6,24z 6,24 79t 2005 5-40 yrs.
2600 Century
Parkway Office Atlante - 10,67¢ - 3,70¢ - 14,38% 14,38t 4,93¢ 1973 5-40 yrs.
2635 Century
Parkway Office Atlante - 21,64 - 3,21¢ - 24,85¢ 24,85¢ 9,34¢ 1980 5-40 yrs.
2800 Century
Parkway Office Atlante - 20,44¢ - 2,92¢ - 23,37: 23,37 7,99( 1983 5-40 yrs.
50 Glenlake Office Atlante (1) 2,500 20,00¢ - 2,22¢2,500 22,23¢ 24,73¢ 7,432 1997 5-40 yrs.
6348 Northeast
Expressway Industria Atlantz 275 1,65t - 19¢ 27t 1,85/ 2,12¢ 68C 1978 5-40 yrs.
6438 Northeast
Expressway Industria Atlantz 17¢ 2,21¢ - 49z 17¢ 2,70¢ 2,88¢ 967 1981 5-40 yrs.
Bluegrass Lakes Industria Atlantz 81¢€ - 33€ 2,90£1,15: 2,90¢ 4,06( 947 1999 5-40 yrs.
Bluegrass Place Industria Atlantz 491 2,061 - 344 491 2,408 2,89¢ 834 1995 5-40 yrs.
Bluegrass Place Industria Atlante 41z 2,58: - 98 41z 2,681 3,09: 88:< 1996 5-40 yrs.
Bluegrass Valle Industria Atlante 1,50C - 374 3,24(1,87¢ 3,24( 5,11« 99C 2000 5-40 yrs.
Bluegrass Valley
Land Industria Atlante 19,71 - 4,810 - 4,901 - 4,901 - N/A N/A
Century Plaza Office Atlante 1,29C 8,567 - 3,4911,29( 12,05¢ 13,34¢ 3,80: 1981 5-40 yrs.
Century Plaza | Office Atlante 1,38 7,73: - 15411,38( 9,27/ 10,65¢ 2,62t 1984 5-40 yrs.
Chastain Place Industria Atlante 451 - 341 3,35¢ 79z 3,35¢ 4,151 1,08( 1997 5-40 yrs.
Chastain Place Industria Atlantz 59¢ - 194 1,57¢ 79 1,57¢ 2,371 51¢ 1998 5-40 yrs.
Chastain Place I Industria Atlantz 53¢ - 17 1,34¢ 71z 1,34¢ 2,061 39t 1999 5-40 yrs.
Corporate Lake Industria Atlantz 1,268 7,24: - 1,77¢1,26F 9,02z 10,287 2,96( 1988 5-40 yrs.
DHS.ICE Office Atlante 3,10( - 2,57¢ 15,87:5,67¢ 15,87 21,55( 1,747 2007 5-40 yrs.
FAA at Tradepor Office Atlante @) 1,19¢ - 1,41¢ 15,132,612 15,13: 17,74« 1,04z 2009 5-40 yrs.
Gwinnett Distributior
Center Industria Atlante 1,11¢  5,96( - 1,59€1,21¢ 7,55€¢ 8,67¢ 2,711 1991 5-40 yrs.
Henry County Lanc  Industria Atlante 3,01( - 13 - 3,02¢ - 3,02¢ - N/A N/A
Highwoods Center |
at Tradepor Office Atlante (1) 307 - 13¢ 2,041 44€ 2,041 2,487 582 1999 5-40 yrs.
Highwoods Center I
at Tradepor Office Atlante (2) 641 - 16z 2,62( 80: 2,62( 3,42: 713 1999 5-40 yrs.
Highwoods Center I
at Tradepor Office Atlante (1) 40¢ - 13C 2,17¢ 53¢ 2,17¢ 2,717 494 2001 5-40 yrs.
Highwoods
Riverpoint IV Industria Atlantz 1,037 - 75C 8,731,787 8,732 10,51¢ 542 2009 5-40 yrs.
National Archives ar
Records
Administration Industria Atlantz 1,48¢ - - 17,82¢1,48¢ 17,82 19,30¢ 3,057 2004 5-40 yrs.
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Newpoint Place Industria Atlanta 81¢ - 35¢ 3,14¢ 1,A7% 3,14¢ 4,31¢ 827 1998 5-40 yrs.
Newpoint Place |  Industria Atlanta 1,49¢ - 394 3,18¢ 1,89: 3,18¢ 5,081 1,02¢ 1999 5-40 yrs.
Newpoint Place Il  Industria Atlanta 66¢ - 258 2,328 921 2,32t 3,24¢ 942 1998 5-40 yrs.
Newpoint Place I\ Industria Atlanta 98¢ - 40€ 4,551 1,398 4,551 5,94¢ 1,69 2001 5-40 yrs.
Newpoint Place \  Industria Atlanta 2,15(C - 81€ 9,101 2,96¢ 9,101 12,067 1,44¢ 2007 5-40 yrs.
Norcross | & Il Industria Atlanta 32:  2,00C - 69¢€ 32% 2,69¢ 3,021 94¢ 1970 5-40 yrs.
Nortel Office  Atlanta 3,34: 32,11: - 37t 3,34z 32,48¢ 35,82¢ 10,43 1998 5-40 yrs.
River Point Lanc  Industria Atlanta 7,25(C - 4551 254711,80. 2,547 14,34¢ 75 N/A N/A
South Park Multi-
Residential Lant Family Atlanta 5C - 7 - 5 - 57 - N/A N/A
South Park Site
Land Industria Atlanta 1,20¢ - 754 - 1,95¢ - 1,95¢ - N/A N/A
Southside
Distribution Cente Industria Atlanta 804 4,55: - 2,09 804 6,64¢ 7,45C 2,141 1988 5-40 yrs.
Tradeport Industria Atlanta 557 - 261 2,51¢ 81¢ 2,51¢ 3,33¢ 86¢ 1999 5-40 yrs.
Tradeport Il Industria Atlanta 557 - 261 2,00 81¢ 2,00 2,81¢ 59¢ 1999 5-40 yrs.
Tradeport Il Industria Atlanta 672 - 37C 2,65 1,04: 2,65 3,69: 647 1999 5-40 yrs.
Tradeport IV Industria Atlanta 667 - 36t 3,67t 1,032 3,67 4,707 721 2001 5-40 yrs.
Tradeport Lanc Industria Atlanta 5,24: - (387 - 4,85¢€ - 4,85¢ - N/A N/A
Tradeport V Industria Atlanta 465 - 18C 2,10¢ 64z 2,10¢ 2,752 528 2002 5-40 yrs.
Two Point Roya Office  Atlanta (1) 1,79% 14,96¢ - 2,821 1,79¢ 17,78t 19,57¢ 5,62% 1997 5-40 yrs.
Baltimore, MD
Sportsman Club
Land Office Baltimore 24,93 - (23,147 - 1,784 - 1,78¢ - N/A N/A
Greenville, SC
Brookfield Plaze Office Greenville 1,50C 8,51« - 2,51¢ 1,50C 11,03: 12,53 4,001 1987 5-40 yrs.
Brookfield-Jacobs-
Sirrine Office  Greenville 3,05C 17,28( (23) 4,53: 3,027 21,81 24,84( 8,13: 1990 5-40 yrs.
MetLife @
Brookfield Office Greenville 1,03¢ - 35z 10,56 1,391 10,56: 11,95¢ 4,23( 2001 5-40 yrs.
Patewood Office Greenwville 94z 5,117 - 1,40¢ 94z 6,52t 7,467 2,761 1985 5-40 yrs.
Patewood I Office Greenville 94z 5,17¢ - 1,22 94z 6,39¢ 7,341 2,601 1987 5-40 yrs.
Patewood | Office Greenwville 84z 4,77¢ - 2,08 84z 6,86/ 7,70¢ 3,22: 1989 5-40 yrs.
Patewood Iv Office  Greenville 1,21¢  6,91¢ - 2,22C 1,21¢ 9,13¢ 10,35% 4,00¢ 1989 5-40 yrs.
Patewood \ Office Greenwville 1,69C 9,58¢ - 2,12¢ 1,69C 11,71¢ 13,40 4,647 1990 5-40 yrs.
Patewood V Office Greenville 2,36( - 321 7,93t 2,681 7,93¢ 10,61¢ 2,607 1999 5-40 yrs.
Kansas City, MO
Mixed- Kansas
Country Club Plaz Use City 14,28¢146,87¢ (198]116,78:14,08¢263,66: 277,74¢ 82,557 192(-2002  5-40 yrs.
Land - Hotel Land - Kansas
Valencia Office City 97¢ - 111 - 1,08¢ - 1,08¢ - N/A N/A
Multi-  Kansas
Neptune Apartmeni Family City 1,09¢ 6,282 - 665 1,09¢ 6,947 8,04 2,12¢ 1988 5-40 yrs.
Kansas
One Ward Parkwa  Office City 681 3,937 - 161: 681 555( 6,231 1,70¢ 1980 5-40 yrs.
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Kansas
Park Plaz: Office City 3) 1,382 6,41( - 2,111,388/ 8,521 9,90t 3,02¢ 1983 5-40 yrs.

Kansas
Two Brush Creel Office City 984 4,40: - 1,257 984 5,65¢ 6,64: 1,69( 1983 5-40 yrs.

Kansas
Valencia Place Officc  Office City (©) 1,57¢ - 97C 33,79:2,54¢ 33,79: 36,33¢ 11,10: 1999 5-40 yrs.
Memphis, TN -
3400 Players Club
Parkway Office  Memphis 1,00¢ - 207 5,37€¢1,21: 5,37¢ 6,58¢ 1,87¢ 1997 5-40 yrs.
6000 Poplar Ave Office  Memphis 2,34C 11,38% (849  4,22(1,491 15,60¢ 17,09¢ 3,961 1985 5-40 yrs.
6060 Poplar Ave Office  Memphis 1,98 8,677 (404, 2,50¢1,57¢ 11,181 12,75} 2,97¢ 1987 5-40 yrs.
Atrium | & Il Office  Memphis 1,57C 6,25: - 2,351,557 8,60 10,17 3,127 1984 5-40 yrs.
Centrum Office  Memphis 1,01 5,58( - 2,001,012 7,58:  8,59¢ 2,372 1979 5-40 yrs.
Comcast Corporatio Office  Memphis 94¢ - - 8,621 94¢ 8,621 9,567 984 2008 5-40 yrs.
International Place |  Office Memphis 4) 4,88¢ 27,78: - 4,20€4,88¢ 31,98¢ 36,87 11,98: 1988 5-40 yrs.
Penn Marc Office  Memphis 7,703 3,607 10,24( - 1,19€¢3,607 11,43¢ 15,04 1,05¢ 2008 5-40 yrs.
Shadow Creek Office  Memphis 924 - 46€ 7,03¢1,39(C 7,03¢ 8,42¢ 2,12¢ 2000 5-40 yrs.
Shadow Creek | Office  Memphis 734 - 467 7,54(1,201 7,54C 8,741 2,351 2001 5-40 yrs.
Southwind Office
Center A Office  Memphis 1,00¢ 5,69¢ 28z 1,3071,28¢ 7,001 8,287 2,382 1991 5-40 yrs.
Southwind Office
Center B Office  Memphis 1,36¢€ 7,75¢ - 1,14¢1,366 8,90: 10,26¢ 3,261 1990 5-40 yrs.
Southwind Office
Center C Office  Memphis 1,07(¢ - 221 5,01£1,291 5,01t 6,30¢ 1,457 1998 5-40 yrs.
Southwind Office
Center D Office  Memphis 744 - 19z 4,761 937 4,761 5,69¢ 1,33¢ 1999 5-40 yrs.
The Colonnad Office  Memphis 1,30C 6,481 267 1811,567 6,662z 8,22¢ 2,20¢ 1998 5-40 yrs.
ThyssenKrupy Office  Memphis 1,04( - 25 8,34¢41,06t 8,342/ 9,40¢ 1,46¢ 2007 5-40 yrs.
FBI Jacksor Office  Memphis 2) 871 - 29€¢ 36,71¢1,167 36,71¢ 37,88¢t 1,381 2007 5-40 yrs.
Crescent Cente Office  Memphis 40,199 7,87t 32,75¢ - 74¢7,87F 33,50F 41,38( 612 1986 5-40 yrs.
Triad Centel Office  Memphis 1,25: - - 31,78:1,25¢ 31,78: 33,03¢ 707 2009 5-40 yrs.
Nashville, TN
3322 West Eni Office Nashville 3,028 27,49( - 3,6443,028 31,13¢ 34,15¢ 9,00( 1986 5-40 yrs.
3401 West En Office Nashville 5,862 22,91% - 554.,5,86: 28,45¢ 34,32 11,14« 1982 5-40 yrs.
5310 Maryland Wa:  Office Nashuville 1,86: 7,201 - 22€1,86: 7,427 9,29(C 2,69 1994 5-40 yrs.
BNA Corporate
Center Office Nashville - 18,50¢ - 8,147 - 26,65! 26,65: 9,48¢ 1985 5-40 yrs.
Century City Plaza Office Nashuville 90z 6,91¢ - (2,411 90z 4,50¢ 5,411 1,70¢ 1987 5-40 yrs.
Cool Springs 1 & 2
Deck Office Nashuville (5) - - - 3,95¢ - 3,95¢ 3,95¢ 314 2007 5-40 yrs.
Cool Springs 3 &4
Deck Office Nashuville - - - 4,41¢ - 4,418 4.,41¢ 41F 2007 5-40 yrs.
Cool Springs Office Nashuville (5) 1,58: - 15 12,16:1,59¢ 12,16 13,76 3,637 1999 5-40 yrs.
Cool Springs I Office Nashville (5) 1,82¢ - 34€ 17,52:2,17C 17,52¢ 19,69:¢ 4,75¢ 1999 5-40 yrs.
Cool Springs IlI Office Nashville (5) 1,631 - 804 17,9572,43% 17,957 20,39: 3,571 2006 5-40 yrs.
Cool Springs IV Office Nashville 1,71t - - 20,32¢1,71t 20,32¢ 22,04 1,36¢ 2008 5-40 yrs.
Cool Springs Vv Office Nashville 3,68¢ - 298 52,39:13,98: 52,39 56,37 5,062 2007 5-40 yrs.
Harpeth on the Gree
Il Office Nashville Q) 1,41¢ 5,677 - 1,27¢1,41¢ 6,95¢ 8,37 2,52¢ 1984 5-40 yrs.
Harpeth on the Gree
1] Office Nashville Q) 1,66( 6,64¢ - 2,01<1,66( 8,66 10,32: 2,91( 1987 5-40 yrs.
Harpeth on the Gree
\Y) Office Nashville (2) 1,71 6,84: - 1,46€1,71: 8,31C 10,02: 3,043 1989 5-40 yrs.
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Harpeth on The Gre:
\% Office Nashuville (2) 662 - 197 4,18t 85¢ 4,18¢ 5,04% 1,40¢ 1998 5-40 yrs.
Hickory Trace Office Nashville 4) 1,164 - 164 4,92¢1,32¢ 4,92¢ 6,257 1,171 2001 5-40 yrs.
Highwoods Plaza Office Nashville (2) 1,552 - 307 8,34€1,85¢ 8,34¢ 10,20 3,05¢ 1996 5-40 yrs.
Highwoods Plaza | Office Nashville 1) 1,44¢ - 307 5,7721,75¢ 5,772 7,52% 1,90 1997 5-40 yrs.
Lakeview Ridge I Office Nashville (2) 60% - 187 4,232 79z 4,23. 5,02¢ 1,36 1998 5-40 yrs.
Lakeview Ridge IlI Office Nashville (1) 1,072 - 40C 10,04:1,47: 10,04: 11,51¢ 3,79¢ 1999 5-40 yrs.
Seven Springs - Lan
| Office Nashville 3,122 - 1,39¢ - 4,521 - 4,521 - N/A N/A
Seven Springs -
Land Il Office Nashuville 3,71¢ - (1,025 - 2,69( - 2,69 - N/A N/A
Seven Springs Office  Nashville 2,07¢ - 59z 12,72:2,66¢ 12,721 15,38¢ 3,90z 2002 5-40 yrs.
SouthPointe Office Nashuville 1,65t - 31C 6,40€1,965 6,40¢ 8,371 1,94¢ 1998 5-40 yrs.
Southwind Lanc Office  Nashville 3,662 - (874 -2,78¢ - 2,78¢ - N/A N/A
The Ramparts at
Brentwood Office Nashuville 2,39¢ 12,80¢ - 19122,39¢ 14,71¢ 17,11 3,90¢ 1986 5-40 yrs.
Westwood Soutl Office  Nashville (2) 2,10¢ - 382 8,48(2,48¢ 8,48( 10,96¢ 2,35¢ 1999 5-40 yrs.
Winners Circle Office Nashville () 1,497 7,25¢ 7511,497 8,00¢ 9,50¢ 2,59t 1987 5-40 yrs.
Orlando, FL
Berkshire at Metro
Center Office  Orlando 1,26t - 67z 12,8021,937 12,80: 14,73¢ 1,79¢ 2007 5-40 yrs.
Capital Plaza Il Office Orlando 2,99¢ - 18 - 3,012 - 3,01Z - N/A N/A
Eola Park Lant Office Orlando 2,027 - - - 2,02 - 2,027 - N/A N/A
In Charge Institut Office Orlando 501 - 95 1,797 59 1,797 2,39 472 2000 5-40 yrs.
MetroWest 1 Lanc Office Orlando 1,10 - 51 - 1,151 - 1,151 - N/A N/A
Metrowest Cente Office Orlando 1,35¢ 7,681 26¢ 2,0721,62: 9,75¢ 11,38: 4,00 1988 5-40 yrs.
MetroWest Lanc Office Orlando 2,03¢ - (148 -1,88¢ - 1,88¢ - N/A N/A
Windsor at Metro
Center Office Orlando - - 2,06 7,80¢2,06( 7,80¢ 9,86¢ 1,51¢ 2002 5-40 yrs.
Piedmont Triad, NC

Piedmon
101 Stratforc Office  Triad 1,20t 6,91¢ - 1,46€1,20¢ 8,38t 9,59( 3,00t 1986 5-40 yrs.

Piedmon
150 Stratforc Office  Triad 2,78¢ 11,51 - 1,05€2,78¢ 12,567 15,35t 4,99¢ 1991 5-40 yrs.

Piedmon
160 Stratforc- Land Office  Triad 967 - - 12C 967 12C 1,087 14 N/A N/A

Piedmon
6348 Burnt Popla Industria Triad 724  2,90( - 352 724 3,25z 3,97¢ 1,401 1990 5-40 yrs.

Piedmon
6350 Burnt Popla Industria Triad 341 1,37¢ - 24¢ 341 1,62 1,96¢ 58t 1992 5-40 yrs.
7341 West Friendly Piedmon
Avenue Industria Triad 113 841 - 28¢ 115 1,12¢ 1,24: 44k 1988 5-40 yrs.
7343 West Friendly Piedmon
Avenue Industria  Triad 72 555 - 21€ 72 771 842 261 1988 5-40 yrs.
7345 West Friendly Piedmon
Avenue Industria  Triad 66 492 - 234 66 72€ 792 23¢ 1988 5-40 yrs.
7347 West Friendly Piedmon
Avenue Industria  Triad 97 71¢ - 25€ 97 97t  1,07Z 32t 1988 5-40 yrs.
7349 West Friendly Piedmon
Avenue Industria  Triad 53 39¢ - 80 53 472 52€ 172 1988 5-40 yrs.
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7351 West Friendly Piedmon
Avenue Industria Triad 10€ 78€ - 15¢ 10¢€ 947 1,05: 33z 1988 5-40 yrs.
7353 West Friendly Piedmon
Avenue Industria  Triad 123 912 - 41 12:% 95% 1,07¢ 367 1988 5-40 yrs.
7355 West Friendly Piedmon
Avenue Industria  Triad 72 53¢ - 187 72 72t 797 271 1988 5-40 yrs.
Airpark EastBuilding Piedmon
1 Office  Triad 37¢ 1,51¢ - 45C 37¢ 1,966 2,34t 752 1990 5-40 yrs.
Airpark EastBuilding Piedmon
2 Office  Triad 462 1,84¢ - 40¢ 46z 2,25¢ 2,72 80t 1986 5-40 yrs.
Airpark EastBuilding Piedmon
3 Office  Triad 32z 1,29: - 39% 32z 1,68¢ 2,00¢ 60z 1986 5-40 yrs.
Airpark EastBuilding Piedmon
A Office  Triad 51C 2,921 - 1,721 51C 4,64: 5,152 1,75¢ 1986 5-40 yrs.
Airpark EastBuilding Piedmon
B Office  Triad 73¢ 3,231 - 90C 73¢ 4,137 4,87¢ 1,781 1988 5-40 yrs.
Airpark EastBuilding Piedmon
C Office  Triad (4) 2,39:  9,57¢ - 2,1372,39¢ 11,71% 14,10¢ 4,39¢ 1990 5-40 yrs.
Airpark EastBuilding Piedmon
D Office  Triad (4) 85C - 69¢ 3,89¢1,54¢ 3,89¢ 5,44 1,33 1997 5-40 yrs.
Airpark East-Copier Piedmon
Consultant: Industria  Triad 224  1,06¢ - 301 224 1,36¢ 1,59:¢ 59C 1990 5-40 yrs.
Airpark East- Piedmon
HewlettPackart Office  Triad 46E - 38C 96Z 84t 965 1,80¢ 38¢ 1996 5-40 yrs.
Airpark East- Piedmon
Highland Industria  Triad 145 1,081 - 301 14t 1,382 1,52 481 1990 5-40 yrs.
Airpark East-lnacom Piedmon
Building Office  Triad 265 - 27C 936 53t 936 1,47: 321 1996 5-40 yrs.
Airpark East-Service Piedmon
Center 1 Industria Triad 237 1,10: - 114 237 1,217 1,45/ 48¢ 1985 5-40 yrs.
Airpark East-Service Piedmon
Center 2 Industria Triad 192 94¢ - 33¢ 192 1,288 1,47 48¢E 1985 5-40 yrs.
Airpark East-Service Piedmon
Center & Industria  Triad 308 1,21¢ - 156 30t 1,377 1,68- 55€ 1985 5-40 yrs.
Airpark East-Service Piedmon
Center 4 Industria  Triad 22t 92¢ - 65 22t 99: 1,21¢ 401 1985 5-40 yrs.
Airpark East-Service Piedmon
Court Industria  Triad 171 777 - 164 171 941 1,117 367 1990 5-40 yrs.
Piedmon
Airpark Eas-Simplex Office  Triad 271 - 23¢ 89z 51C 89z 1,407 36E 1997 5-40 yrs.
Airpark East- Piedmon
Warehouse Industria Triad 35¢ 1,61: - 29% 35€¢ 1,90¢ 2,262 79¢ 1985 5-40 yrs.
Airpark East- Piedmon
Warehouse : Industria Triad 374 1,52: - 334 374 1,857 2,231 68¢ 1985 5-40 yrs.
Airpark East- Piedmon
Warehouse : Industria Triad 341 1,48¢ - 53C 341 2,01¢ 2,35 862 1986 5-40 yrs.
Airpark East- Piedmon
Warehouse - Industria  Triad 65¢ 2,67¢ - 76C 65¢ 3,43¢ 4,09t 1,35( 1988 5-40 yrs.
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Piedmon
Airpark North- DC1 Industria Triad 86C 2,91¢ - 494 86(C 3,41 4,277 1,50¢ 1986 5-40 yrs.
Piedmon
Airpark North- DC2 Industria Triad 1,30z 4,392 - 7031,30z 5,09t 6,397 2,15( 1987 5-40 yrs.
Piedmon
Airpark North- DC3 Industria Triad 45C 1,517 - 672 45C 2,18¢ 2,63¢ 78C 1988 5-40 yrs.
Piedmon
Airpark North- DC4 Industria Triad 45z 1,51« - 14¢ 45z 1,66z 2,11« 684 1988 5-40 yrs.
Airpark South Piedmon
Warehouse Industria Triad 54¢ - - 2,591 54¢ 2,591 3,137 92¢ 1998 5-40 yrs.
Airpark South Piedmon
Warehouse . Industria Triad 74¢ - - 2,50¢ 74¢ 2,50¢ 3,25¢ 72t 1999 5-40 yrs.
Airpark South Piedmon
Warehouse : Industria Triad 603 - - 2,27 60z 2,27 2,87¢ 61t 1999 5-40 yrs.
Airpark South Piedmon
Warehouse - Industria Triad 49¢ - - 2,072 49¢ 2,07: 2,57 59¢ 1999 5-40 yrs.
Airpark South Piedmon
Warehouse ! Industria  Triad 1,73: - - 53941,73t 5,394 7,12 2,341 1999 5-40 yrs.
Piedmon
Airpark West 1 Office  Triad 944 3,831 - 1,011 944 4,84. 5,78¢ 1,78¢ 1984 5-40 yrs.
Piedmon
Airpark West 2 Office  Triad 887 3,55( - 497 887 4,047 4,93« 1,667 1985 5-40 yrs.
Piedmon
Airpark West 4 Office  Triad 227 907 - 386 227 1,29t 1,527 53¢ 1985 5-40 yrs.
Piedmon
Airpark West £ Office  Triad 243 971 - 221 24: 1,19 143t 47¢ 1985 5-40 yrs.
Piedmon
Airpark West € Office  Triad 327 1,30¢ - 811 327 2,12( 2,44 72¢ 1985 5-40 yrs.
Piedmon
Brigham Roac- Land Industria Triad 7,05¢ - (3,720 - 3,33¢ - 3,33¢ - N/A N/A
Consolidated Center Piedmon
Building | Office  Triad 625 2,187 (235 30€ 39C 2,48¢ 2,87¢ 1,14z 1983 5-40 yrs.
Consolidated Center Piedmon
Building Il Office  Triad 625 4,43t (203) (963) 42z 3,47z 3,89 1,61( 1983 5-40 yrs.
Consolidated Center Piedmon
Building Il Office  Triad 68C 3,57z (217, (963) 46z 2,60¢ 3,07Z 1,18¢ 1989 5-40 yrs.
Consolidated Center Piedmon
Building IV Office  Triad 37€ 1,65t (123) (348) 25: 1,307 1,56( 614 1989 5-40 yrs.
Deep River Corporat Piedmon
Center Office  Triad 1,041 5,897 - 1,10€1,041 6,99¢ 8,03¢ 2,427 1989 5-40 yrs.
Enterprise Warehou: Piedmon
| Industria  Triad 458 - 36C 2,87: 81 2,87: 3,68¢ 701 2002 5-40 yrs.
Enterprise Warehou: Piedmon
Il Industria  Triad 2,73¢ - 881 12,3373,61¢ 12,337 15,95 2,02: 2006 5-40 yrs.
Enterprise Warehou: Piedmon
Ml Industria  Triad 814 - - 3,58¢ 814 3,58¢ 4,40: 27t 2007 5-40 yrs.
Forsyth Corporate Piedmon
Center Office  Triad 32¢ 1,867 - 1,031 32¢ 2,89¢ 3,227 1,26¢ 1985 5-40 yrs.
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Highwoods Park Piedmon
Building | Office  Triad 1,47¢ - - 8,5011,47¢ 8,501 9,977 2,52t 2001 5-40 yrs.

Piedmon
Jefferson Pilot Lan Office  Triad 11,75¢ - (4,311 - 7,44¢ - 7,44¢ - N/A N/A
Regency One- Piedmon
Piedmont Cente Industria  Triad 51k - 38 2,357 89¢ 2,357 3,25¢ 804 1996 5-40 yrs.
Regency Two- Piedmon
Piedmont Cente Industria  Triad 43E - 28¢ 2,15: 72: 2,15 2,87¢ 677 1996 5-40 yrs.

Piedmon
7023 Albert Pick Office  Triad (2) 834 3,45¢ - 435 834 3,89¢/ 4,72¢ 1,48 1989 5-40 yrs.
The Knollwood -380 Piedmon
Retail Office  Triad - 1 - 252 - 258 252 152 1995 5-40 yrs.

Piedmon
The Knollwoo¢-370 Office  Triad 1,82¢ 7,49¢ - 9321,82¢ 8,42¢ 10,25¢ 3,24¢ 1994 5-40 yrs.

Piedmon
The Knollwoo¢-380 Office  Triad 2,98¢ 12,02¢ - 2,89€2,98¢ 14,92¢ 17,91f 6,121 1990 5-40 yrs.

Piedmon
US Airways Office  Triad 1,45C 11,37¢ - 1,0001,45C 12,37¢ 13,82¢ 4,097 197(-1987  5-40yrs.
Westpoint Business Piedmon
Parl-Luwabahnsoi Office  Triad 347 1,38¢ - 97 347 1,48¢ 1,83: 571 1990 5-40 yrs.
Raleigh, NC
3600 Glenwood
Avenue Office Raleigh - 10,99/ - 3,07t - 14,06¢ 14,06¢ 4,09¢ 1986 5-40 yrs.
3737 Glenwood
Avenue Office  Raleigh - - 31¢ 14,73¢ 31¢ 14,73¢ 15,05: 4,43 1999 5-40 yrs.
4101 Research
Commons Office  Raleigh 1,34¢ 8,34¢ 22C (1,453 1,56¢ 6,89: 8,461 2,39¢ 1999 5-40 yrs.
4201 Research
Commons Office Raleigh 1,20¢ 11,85¢ - (2,949 1,20« 8,90¢ 10,11 3,40z 1991 5-40 yrs.
4301 Research
Commons Office  Raleigh 90C 8,237 - 1,11¢ 90C 9,351 10,25 3,90¢ 1989 5-40 yrs.
4401 Research
Commons Office  Raleigh 1,24¢ 9,387 - 2,01€1,24¢ 11,40¢ 12,65¢ 4,37¢ 1987 5-40 yrs.
4501 Research
Commons Office  Raleigh 78t 5,85¢ - 1,791 78t 7,647 8,43 3,04t 1985 5-40 yrs.
4800 North Parl Office  Raleigh 2,67¢ 17,63( - 8,51¢2,67¢ 26,14¢ 28,827 10,50: 1985 5-40 yrs.
4900 North Parl Office  Raleigh 397 77C  1,98: - 552 77C 2,53¢ 3,30¢ 1,15Z 1984 5-40 yrs.
5000 North Parl Office  Raleigh 1,01C 4,61z (49) 2,44/ 961 7,05¢ 8,017 3,26¢ 1980 5-40 yrs.
801 Corporate Centi  Office  Raleigh (5) 82¢ - 27z 10,26:1,10C 10,26: 11,36: 2,87¢ 2002 5-40 yrs.
Blue Ridge | Office Raleigh (1) 72z 4,60¢ - 1,342 72z 595( 6,672 2,73 1982 5-40 yrs.
Blue Ridge I Office  Raleigh (2) 46z 1,41C - 374 46z 1,78¢ 2,24¢ 977 1988 5-40 yrs.
Cape Fea Office Raleigh 131 1,63( - 787 131 2,417 2,54¢ 2,07: 1979 5-40 yrs.
Catawbe Office  Raleigh 125 1,63¢ - 2,38 12t 4,021 4,14¢ 2,47¢ 1980 5-40 yrs.
CentreGreen One -
Weston Office Raleigh (4) 1,52¢ - (378 8,57(1,151 8,57C 9,721 2,04: 2000 5-40 yrs.
CentreGreen Two -
Weston Office  Raleigh (4) 1,65: - (389) 8,95(1,26¢ 8,95( 10,21 2,29 2001 5-40 yrs.
CentreGreen Three
Land- Weston Office Raleigh 1,87¢ - (384 - 1,492 - 1,49: - N/A N/A
CentreGreen Fou Office Raleigh (4) 1,77¢ - (397 10,6741,38z 10,67 12,05¢ 3,031 2002 5-40 yrs.
CentreGreen Fiv Office Raleigh 1,28( - 69 12,6571,34¢ 12,657 14,00¢ 1,231 2008 5-40 yrs.
Cottonwooc Office Raleigh 60¢ 3,24« - 1,237 60 4,481 5,09( 2,15¢ 1983 5-40 yrs.
Dogwood Office  Raleigh 76€ 2,76¢ - 524 76€ 3,29t 4,05¢ 1,43¢ 1983 5-40 yrs.
EPA Office  Raleigh 2,597 - - 16612597 1,661 4,25¢ 707 2003 5-40 yrs.
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GlenLake Lanc Office  Raleigh 13,00: - (4,900 134 8,10: 134 8,23i 28 N/A N/A
GlenLake Bldg | Office  Raleigh 4) 924 - 1,32¢ 21,75: 2,248 21,752 24,00( 5,33: 2002 5-40 yrs.
GlenLake Fou Office  Raleigh (5) 1,65¢ - 49% 22,357 2,152 22,35724,50¢ 3,50: 2006 5-40 yrs.
GlenLake Six Office  Raleigh 941 - 16 22,01¢ 957 22,01¢22,97¢ 1,70Z 2008 5-40 yrs.
Healthsourct Office  Raleigh (5) 1,304 - 54C 13,65f 1,84¢ 13,65t 15,49¢ 5,44¢ 1996 5-40 yrs.
Highwoods Centre-
Weston Office  Raleigh (1) 531 - (267, 8,682 264 8,68: 8,94¢ 2,36¢ 1998 5-40 yrs.
Highwoods Office
Center North Lant Office  Raleigh 357 49 - - 357 49  40¢€ 28 N/A N/A
Highwoods Tower
One Office  Raleigh 20% 16,74« - 3,48t 20: 20,23:20,43¢ 9,62: 1991 5-40 yrs.
Highwoods Tower
Two Office  Raleigh 36E - 50z 20,82¢ 86¢ 20,82¢21,69: 4,651 2001 5-40 yrs.
Inveresk Land Parce
2 Office  Raleigh 657 - 197 - 854 - 854 - N/A N/A
Inveresk Land Parce
3 Office  Raleigh 54¢ - 30¢€ - 854 - 854 - N/A N/A
Maplewood Office  Raleigh Q) 14¢ - 107 3,33t 25€ 3,33t 3,591 94( 2001 5-40 yrs.
Overlook Office  Raleigh 39¢ - 29: 9,40z 691 9,40210,09¢ 2,912 1999 5-40 yrs.
Pamlico Office  Raleigh 28¢ - - 13,61: 28€ 13,61:13,90: 8,33t 1980 5-40 yrs.
ParkWest One -
Weston Office  Raleigh 24z - - 3,43( 24z 3,43( 3,67 84¢ 2001 5-40 yrs.
ParkWest Two -
Weston Office  Raleigh 35€ - - 4,292 35€ 4,29: 4,64t 1,382 2001 5-40 yrs.
ParkWest Three -
Land- Weston Office  Raleigh 30¢€ - - - 30¢ - 30¢ - N/A N/A
Progress Center
Renovatior Office  Raleigh - - - 362 - 36z 362 16C 2003 5-40 yrs.
Raleigh Corp Centel
Lot D Office  Raleigh 1,211 - 8 - 1,21¢ - 1,21¢ - N/A N/A
Mixed-
RBC Plazz Use Raleigh 46,662 1,20¢ - - 70,71C 1,20€ 70,71(71,91¢ 4,92 2008 5-40 yrs.
Rexwoods Center Office  Raleigh 87¢ 3,73( - 1,11¢ 87& 4,84¢ 5,72« 2,43( 1990 5-40 yrs.
Rexwoods Center Office  Raleigh 36z 1,81¢ - 617 36z 2,43t 2,79i 1,13¢ 1993 5-40 yrs.
Rexwoods Center Il Office  Raleigh 91¢ 2,81¢ - 72z 91¢ 3,53t 4,45 1,651 1992 5-40 yrs.
Rexwoods Center ' Office  Raleigh 58€ - - 3,44¢ 58€ 3,44¢ 4,03t 1,35¢ 1995 5-40 yrs.
Rexwoods Center'  Office  Raleigh 1,301 - 184 5,19C 1,48t 5,19C 6,67¢ 1,661 1998 5-40 yrs.
Riverbirch Office  Raleigh 46¢ 4,03¢ (469 (3,828 - 21C 21C - 1987 5-40 yrs.
Situs | Office  Raleigh 69z 4,64¢ 17¢ (1,154 87C 3,49 4,36 1,18¢ 1996 5-40 yrs.
Situs Il Office  Raleigh 71¢  6,25¢ 181 (1,288  89¢ 4,96¢ 5,86¢ 1,571 1998 5-40 yrs.
Situs Il Office  Raleigh 44C 4,07¢ 11¢ (1,008 55¢ 3,07C 3,62¢ 80C 2000 5-40 yrs.
Six Forks Center Office  Raleigh 66€ 2,66¢ - 1,31¢ 66€ 3,981 4,641 1,65¢ 1982 5-40 yrs.
Six Forks Center | Office  Raleigh 1,08¢ 4,53: - 1,492 1,08¢ 6,028 7,111 2,39 1983 5-40 yrs.
Six Forks Center Il Office  Raleigh 86z 4,411 - 2,22¢ 86z 6,63¢ 7,501 2,69( 1987 5-40 yrs.
Smoketree Towe Office  Raleigh 2,35¢ 11,74 - 3,227 2,357 14,97(17,32: 6,13¢ 1984 5-40 yrs.
Sycamore Office  Raleigh 25¢E - 217 5,184 47z 5,18¢ 5,65¢ 1,637 1997 5-40 yrs.
Mixed-
Weston Lanc Use Raleigh 22,77: - (7,169 - 15,60: - 15,60: - N/A N/A
Willow Oak Office  Raleigh 45¢ - 26¢ 5,15¢ 72¢ 5,15¢ 5,88( 1,90¢ 1995 5-40 yrs.
Other Property Other Raleigh 48 9,49¢ 72C 4,83¢ 76& 14,33(15,09¢ 7,23¢€ N/A N/A
Richmond, VA
4900 Cox Roat Office Richmonc 1,32¢ 5,311 - 2,921 1,32¢ 8,23. 9,55¢ 2,801 1991 5-40 yrs.
Colonnade Building  Office Richmonc (4) 1,36¢ 6,10t - 747 1,36/ 6,85z 8,21¢ 1,55¢ 2003 5-40 yrs.
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Dominion Place -
Pitts Parce Office  Richmon 1,101 - (332 - 76¢ - 76¢ - N/A N/A
Essex Plaz Office  Richmonc 10,717 1,581 13,29¢ - (1,849 1,581 11,45( 13,03: 3,09¢ 1999 5-40 yrs.
Grove Park Office  Richmonc 713 - 31¢ 5,21:1,032 5,21t 6,24f 1,65¢€ 1997 5-40 yrs.
Hamilton Beact Office  Richmonc 1,08¢ 4,34f - 1,96¢1,08¢ 6,312 7,40( 2,45( 1986 5-40 yrs.
Highwoods
Commons Office  Richmonc 521 - 44€ 3,31¢ 967 3,31¢ 4,28¢ 1,084 1999 5-40 yrs.
Highwoods One Office  Richmonc 1,68¢ - - 10,98:1,68¢ 10,98¢ 12,67: 3,631 1996 5-40 yrs.
Highwoods Twc Office  Richmonc (4) 78€ - 21 6,02¢ 99¢ 6,02¢ 7,02t 1,96¢ 1997 5-40 yrs.
Highwoods Five Office Richmonc 78% - - 5054¢ 78z 554/ 6,32% 1,80¢ 1998 5-40 yrs.
Highwoods Plaz Office Richmonc 90¢ - 17€¢ 5,64¢1,088 5,64¢ 6,72¢ 1,341 2000 5-40 yrs.
Innsbrooke Centr Office Richmonc 5,079 1,30C 6,95¢ (144, (414,1,15¢ 6,54« 7,70( 1,07¢ 1987 5-40 yrs.
Innslake Cente Office Richmonc (2) 84t - 198 5,38¢1,04( 5,38¢ 6,42¢ 1,237 2001 5-40 yrs.
Liberty Mutual Office Richmonc 1,20t 4,82F - 83€ 1,20t 5,66/ 6,86¢ 2,091 1990 5-40 yrs.
Markel Americar Office Richmonc 8,447 1,30C 13,25¢ 72 (4,617 1,372 8,64z 10,01« 1,541 1998 5-40 yrs.
Markel Plaze Office  Richmon 10,717 1,70C 17,087 (386, (5,389 1,31« 11,69 13,00¢ 2,01t 1989 5-40 yrs.
North Park Office  Richmonc 2,16: 8,65¢ (14) 1,96<42,14¢ 10,62: 12,77: 4,12¢ 1989 5-40 yrs.
North Shore
Commons A Office  Richmonc (4) 951 - - 11,46¢ 951 11,46¢ 12,42( 3,48: 2002 5-40 yrs.
North Shore
Commons E-Land  Office Richmonc 4) 2,067 - (103) 11,5111,96¢ 11,51% 13,47: 1,59¢ N/A N/A
North Shore
Commons (- Land  Office Richmonc 1,497 - - - 1,497 - 1,49% - N/A N/A
North Shore
Commons C- Land Office Richmonc 1,261 - - - 1,261 - 1,261 - N/A N/A
Nucklos Corner Lan:  Office Richmonc 1,25¢ - - -1,25¢ - 1,25¢ - N/A N/A
One Shockoe Pla:z Office Richmonc - - 356 15,14: 35€ 15,14: 15,49¢ 5,87¢ 1996 5-40 yrs.
Pavilion Land Office  Richmonc 181 46 20 (46) 201 - 201 - N/A N/A
Rhodia Building Office Richmonc 1,60C 8,86¢ - 31,60C 8,867 10,467 2,28¢ 1996 5-40 yrs.
Sadler & Cox Lanc Office Richmonc 1,53¢ - - -1,53¢ - 1,53¢ - N/A N/A
Saxon Capital
Building Office  Richmonc (4) 1,91¢ - 337 13,55(2,25f 13,55( 15,80¢ 2,98¢ 2005 5-40 yrs.
Stony Point F Lani Office  Richmonc 1,841 - - - 1,841 - 1,841 - N/A N/A
Stony Point | Office  Richmonc 4) 1,382 11,63( 58 2,01(1,44: 13,64( 15,08: 4,42¢ 1990 5-40 yrs.
Stony Point Il Office  Richmonc 1,24( - - 11,59¢1,24C 11,59¢ 12,83¢ 3,33¢ 1999 5-40 yrs.
Stony Point Il Office  Richmonc (4) 99t - - 9,66¢ 99t 9,664 10,65¢ 2,947 2002 5-40 yrs.
Stony Point IV Office  Richmonc 95& - - 11,64« 95t 11,64« 12,59¢ 2,17¢ 2006 5-40 yrs.
Technology Park Office  Richmonc 541 2,16¢ - 27C 541 2,43¢ 2,97 93¢ 1991 5-40 yrs.
Technology Park . Office  Richmonc 264  1,05¢ - 114 264 1,172 1,43¢ 44z 1991 5-40 yrs.
Vantage Place / Office  Richmonc (4) 20z 811 - 224 20: 1,038 1,23¢ 43€ 1987 5-40 yrs.
Vantage Place | Office  Richmonc 4) 232 931 - 194 23z 1,12t 1,35¢ 43¢ 1988 5-40 yrs.
Vantage Place | Office  Richmonc (4) 23t 94C - 28¢ 23t 1,22¢ 1,467 472 1987 5-40 yrs.
Vantage Place [ Office  Richmonc 4) 21¢ 87:¢ - 24: 21¢ 1,11€¢ 1,33¢ 40¢€ 1988 5-40 yrs.
Vantage Point Office Richmonc (4) 1,08¢ 4,50( - 9471,08¢ 5,447 6,53¢ 2,167 1990 5-40 yrs.
Virginia Mutual Office Richmonc 1,301 6,03¢ - 3821,301 6,41¢ 7,72 1,66( 1996 5-40 yrs.
Waterfront Plaz: Office Richmonc 58t 2,341 - 911 58t 3,25¢ 3,847 1,29¢ 1988 5-40 yrs.
West Shore Office Richmonc 1) 332 1,431 - 31z 332 1,74¢ 2,07¢ 671 1995 5-40 yrs.
West Shore | Office  Richmonc Q) 48¢ 2,181 - 384 48¢ 2,56t 3,05/ 90¢ 1995 5-40 yrs.
West Shore Il Office  Richmonc (2) 961 - 141 4,2471,10z 4,247 5,34¢ 1,30¢ 1997 5-40 yrs.
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South Florida
The 1800 Eller South
Drive Building Office Floride - 9,851 - 2,09¢ - 11,94¢  11,94¢ 4,48( 1983 5-40 yrs.
Tampa, FL
380 Park Plac Office  Tampe 1,502 - 24C 6,62¢ 1,742 6,62¢ 8,36¢ 1,60( 2001 5-40 yrs.
4200 Cypres Office  Tampe 2,67  16,47( - 101 2,67 16,57! 19,24« 997 1989 5-40 yrs.
Anchor Glas: Office  Tampe 1,281 11,31¢ - 1,73z 1,281 13,05( 14,33 4,48¢ 1988 5-40 yrs.
Avion Park Lanc  Office Tampsz 5,231 - - 1,487 5,231 1,487 6,724 83 N/A N/A
Bayshore Office  Tampe 2,27¢ 11,81} - 1,11¢ 2,27¢ 12,93¢ 15,20¢ 4,42: 1990 5-40 yrs.
FBI Field Office ~ Office Tampsz (5) 4,05¢ - 40€ 27,247 4,46( 27,24 31,70 4,60( 2005 5-40 yrs.
Feathersound
Corporate Center Office Tampe 802 7,4¢€ - 1,95¢ 802 9,42: 10,22 3,14z 1986 5-40 yrs.
Harborview Plazi Office Tampz 21,502 3,537 29,94« 96S (454) 4,50¢€ 29,49( 33,99¢ 10,04+ 2001 5-40 yrs.
Highwoods
Preserve Office  Tampe (5) 991 - - 22,19: 991 22,19: 23,18: 6,11: 1999 5-40 yrs.
Highwoods
Preserve Lan Office  Tampse 1,48t - 48E - 1,97« - 1,97(C - N/A N/A
Highwoods
Preserve \ Office  Tampsz (5) 881 - - 27,26 881 27,26: 28,14« 8,09¢ 2001 5-40 yrs.
HIW Bay Center | Office Tampse 3,56¢ - (64) 37,55¢ 3,501 37,55¢ 41,05¢ 4,44( 2007 5-40 yrs.
HIW Bay Center || Office Tampe 3,48: - - - 3,482 - 3,48 - N/A N/A
HIW Preserve VIl  Office Tampe 79C - - 12,51 79C 12,517 13,30¢ 1,161 2007 5-40 yrs.
HIW Preserve VI
Garage Office  Tampe - - - 6,78¢ - 6,78¢ 6,78¢ 66& 2007 5-40 yrs.
Horizon Office  Tampe - 6,257 - 2,41¢ - 8,671 8,671 3,187 1980 5-40 yrs.
LakePointe Office  Tampe 2,10€ 89 - 35,300 2,10¢ 35,39( 37,49¢ 11,46 1986 5-40 yrs.
LakePointe I Office  Tampe 2,00C 15,84¢ 67z 7,197 2,67z 23,04F 25717 6,78 1999 5-40 yrs.
Lakeside Office  Tampe - 7,36¢ - 1,747 - 9,11¢ 9,11¢ 3,23¢ 1978 5-40 yrs.
Lakeside/Parkside
Garage Office  Tampe - - - 3,22¢ - 3,22¢ 3,22¢ 497 2004 5-40 yrs.
One Harbour Plac Office  Tampse 2,01e 25,25: - b5,16: 2,01¢ 30,41t 32,43 8,607 1985 5-40 yrs.
Parkside Office  Tampse - 9,407 - 3,51: - 12,92 12,92 4,80¢ 1979 5-40 yrs.
Pavilion Office  Tampse - 16,39 - 2,113 - 1851: 18,51 6,08¢ 1982 5-40 yrs.
Pavilion Parking
Garage Office  Tampse - - - 5,60( - 5,60( 5,60( 1,56¢ 1999 5-40 yrs.
Spectrunr Office  Tampe 1,45¢  14,50: - 545( 1,45/ 19,95: 21,40¢ 6,29: 1984 5-40 yrs.
Tower Place Office  Tampe (5) 3,21¢  19,89¢ - 2,53¢ 3218 22,43. 25,65( 8,60t 1988 5-40 yrs.
Westshore Squal  Office  Tampe 1,12¢ 5,18¢ - 47€¢ 1,12¢ 5,662 6,78¢ 1,801 1976 5-40 yrs.
Independence Pa
Land Office  Tampe 4,947 - - - 4,94: - 4,94: - N/A N/A
Independence Pa Office Tampe 2,531 4,52¢ - - 2,531 4,52¢ 7,057 1C 1983 5-40 yrs.
79,05¢1,347,39 (21,315 548,40:457,74:2,895,79! 3,353,54. 835,16!
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HIGHWOODS PROPERTIES, INC.
HIGHWOODS REALTY LIMITED PARTNERSHIP

SCHEDULE Il - REAL ESTATE AND ACCUMULATED DEPRECIA TION (Continued)

(in thousands

2010 Encumbrance Note:

These assets are pledged as collateral for a 334280 first mortgage loa
These assets are pledged as collateral for a $2AMfirst mortgage loal

These assets are pledged as collateral for a 3B6(D0 first mortgage loa
These assets are pledged as collateral for a 828 first mortgage loa

These assets are pledged as collateral for a $86,8( first mortgage loa
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&6{dhe Securities Exchange Act of 1934, the Resiéthas duly caused this report to be signeds
behalf by the undersigned, thereunto duly authdrizethe City of Raleigh, State of North Carolioa, February 9, 2011.

HicHwooDS PROPERTIES INC.
By: /s/ EDWARD J. FRITSCH

Edward J. Fritsch
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpihe following persons on behalf of the Regist
and in the capacity and on the dates indicated.

Signature Title Date

/s/ O. Temple Sloan, < Chairman of the Board of Directc February 9, 201
O. Temple Sloan, Jr.

/s/ Edward J. Fritsc President, Chief Executive Officer and Direc February 9, 201
Edward J. Fritsch

/s/ Thomas W. Adle Director February 9, 201
Thomas W. Adler

/sl Gene H. Andersc Director February 9, 201
Gene H. Anderson

/s/ David J. Hartze Director February 9, 201
David J. Hartzell

/s/ Lawrence S. Kaple Director February 9, 201
Lawrence S. Kaplan

/s/ Sherry A. Kellet Director February 9, 201
Sherry A. Kellett

/s/ L. Glenn Orr, Jr Director February 9, 201
L. Glenn Orr, Jr.

/s/ Terry L. Steven Senior Vice President and Chief Financial Offi February 9, 201
Terry L. Stevens

/sl Daniel L. Clemmen Vice President and Chief Accounting Offic February 9, 201
Daniel L. Clemmens
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Pursuant to the requirements of Section 13 or 1&8{dhe Securities Exchange Act of 1934, the Resiéthas duly caused this report to be signeds
behalf by the undersigned, thereunto duly authdrizethe City of Raleigh, State of North Carolioa, February 9, 2011.

HIGHWOODS REALTY LIMITED PARTNERSHIP
By: Highwoods Properties, Inc., its sole general pal
By: /s/ EDWARD J. FRITSCH

Edward J. Fritsch
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpihe following persons on behalf of the Regist
and in the capacity and on the dates indicated.

Signature Title Date

) Chairman of the Board of Directors of
/s/ O. Temple Sloan, . the General Partn: February 9, 201
O. Temple Sloan, Jr.

) President, Chief Executive Officer and Director
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/s/ Thomas W. Adle Director of the General Partn February 9, 201
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/s/ Gene H. Andersc Director of the General Partn February 9, 201
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/s/ Sherry A. Kellet Director of the General Partn February 9, 201
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/s/ L. Glenn Orr, Jr Director of the General Partn February 9, 201
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Senior Vice President and Chief Financial Officer
/s/ Terry L. Steven of the General Partni February 9, 201
Terry L. Stevens

) Vice President and Chief Accounting Officer
/s/ Daniel L. Clemmen of the General Partni February 9, 201
Daniel L. Clemmens







Exhibit 10.12
AMENDMENT NO. 1 TO THE
HIGHWOODS PROPERTIES, INC.
AMENDED AND RESTATED EMPLOYEE STOCK PURCHASE PLAN

This Amendment No. 1 (this “Amendmentated as of November 30, 2010, is hereby madeetéd\thended and Restated Employee Stock Pur
Plan (the "Plan") of Highwoods Properties, Ince(f€ompany”).

WHEREAS, the Board has delegated to the Commitsegoiwers with respect to administration of thenRla permitted by Section 6 hereof; and

WHEREAS, the Committee has the power to amend tha Rithout the consent of any other person so laagsuch amendment (1) does
materially and adversely affect any outstandingi@pand (2) is not a “material revisiotd the Plan as such term is defined by Section 30BAf the Ne\
York Stock Exchange Listed Company Manual (or amgcsssor rule); and

WHEREAS, after having made a reasonable deterroimaltiat the Amendment meets the criteria for adopaind approval without the consent of
other person, the Committee has approved and atltiisgeAmendment.

NOW, THEREFORE, the Plan is hereby amended as#slio

SECTION 1
DEFINED TERMS

The capitalized terms used herein shall have trenings ascribed thereto in the Plan, except aswite defined or limited herein.

SECTION 2
EFFECTIVE TIME OF THE AMENDMENT

The Amendment shall become effective as of JanLiaPp11.

SECTION 3
AMENDMENT OF SECTION 2(P)

Section 2(p) of the Plan is hereby amended andtesgkin its entirety as follows:
(p) " Option Price means 85% of the Fair Market Value per shareah@on Stock on the applicable Exercise Date.

Except as amended by this Amendment, the Planrébiieatified and confirmed in all other respectd ahall otherwise remain unmodified and in
force and effect.






TERM LOAN AGREEMENT
Dated as of February 2, 2011
among

HIGHWOODS PROPERTIES, INC,,
HIGHWOODS SERVICES, INC.
and
HIGHWOODS REALTY LIMITED PARTNERSHIP,
as Borrowers,

WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Administrative Agent,

WELLS FARGO SECURITIES, LLC,
as Sole Lead Arranger and Sole Bookrunner,

BRANCH BANKING AND TRUST COMPANY,
PNC BANK, NATIONAL ASSOCIATION,
REGIONS BANK

and
U.S. BANK NATIONAL ASSOCIATION,
as Documentation Agents,

and

The Other Lenders Party Hereto
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TERM LOAN AGREEMENT

This TERM LOAN AGREEMENT (“_Agreement) is entered into as of February 2,2011, among HIGHWOODS REALTY LIMITEIL
PARTNERSHIP, a North Carolina limited partnershipHighwoods Realty’), HHGHWOODS PROPERTIES, INC., a Maryland corparat (“ Highwood:
Properties’) and HIGHWOODS SERVICES, INC., a North Carolinaroration (“ Highwoods Service$ (Highwoods Realty, Highwoods Properties
Highwoods Services are hereinafter referred toviddially as a “ Borrowel and collectively as the “ Borrowef3, each lender from time to time party he
(collectively, the “_Lenders and individually, a “_Lender’), WELLS FARGO BANK, NATIONAL ASSOCIATION, as Admiistrative Agent (the *“
Administrative Agent’), BRANCH BANKING AND TRUST COMPANY, PNC BANK, NATIONA. ASSOCIATION, REGIONS BANK and U.S. BAN
NATIONAL ASSOCIATION, as Documentation Agents (t* Documentation Agent¥), and WELLS FARGO SECURITIES, LLC, as Sole Arranged &ol¢
Bookrunner (the “ Arrangé.

WHEREAS , the Borrowers have requested that the Lendere makilable to the Borrowers term loans in an aggpeamount of $200,000,000; and
WHEREAS , the Lenders are willing to do so on the terms @mtitions set forth herein.

NOW, THEREFORE, IN CONSIDERATION of the premises and other good and valuable corgida, the receipt and sufficiency of whict
hereby acknowledged, the parties hereto agredlas/fo

ARTICLE |
DEFINITIONS AND ACCOUNTING TERMS
1.01 Defined Terms; Accounting Treatment; Borrowers' Agent and Liabilities.

As used in this Agreement, the following terms khal/e the meanings set forth below:

“ Acquired Propertie§ means, at any time, all Properties acquired bySthgject Parties within the previous three (3) addermonths from any thi
party entity through an arms length transaction.

“ Adjusted EBITDA” means, for any period, the sum of (a) EBITDA $nich period, les§) aggregate Capital Expenditure Reserves fdPralpertie
with respect to such period; providethat such sum shall be exclusive of (i) any amdonsuch period attributable to the Straigiiming of Rents and (ii) tt
amount (if any) of amortization of capitalized leascentive costs which is recorded as a reductiorvenues under GAAP for any specified period.

“ Adjusted NOI” means, with respect to any applicable time perardafhy Property, an amount, not less than zeroe@al to (a) Net Operati
Income for such period with respect to such Prgpeds(b) the sum of (i) the Capital Expenditure Reseameunt for such Property during such periolds
(i) a management fee in the amount of three pergd%) of total revenues derived from the Propeltying such period; providedhat such amount shall
exclusive of any amount for such period attribugaol the Straightining of Rents and the amount (if any) of amottiiza of capitalized lease incentive cc
which is recorded as a reduction of revenues u@dehP for any specified period;__providedurther, that, in each case, all amounts incluitethe abov
calculations with respect to Properties owned bydmsolidated Affiliates (and not otherwise adjusted interests in Unconsolidated Affiliates) shh#
adjusted to include only that portion of such antewttributable to Unconsolidated Affiliate Inteies

“ Administrative Agent’” means Wells Fargo Bank, National Association ircépacity as administrative agent under any ofLiben Documents,
any successor administrative agent.

“ Administrative Agents Office” means the Administrative Agent’s address anda@wopriate, account as set forth on Schedule 1,002uch othe
address or account as the Administrative Agent fraay time to time notify the Borrowers and the Lersl




“ Administrative Questionnairemeans an Administrative Questionnaire in a foupgied by the Administrative Agent.

“ Affiliate " means, with respect to any Person, another Pensomlitectly, or indirectly through one or moredimhediaries, Controls or is Control

by or is under common Control with the Person dfgti In no event shall the Administrative Agemtamy Lender be deemed to be an Affiliate of anyhe
Borrowers.

“ Aggregate Commitmentsmeans the Commitments of all the Lenders. Thgragate Commitments on the Closing Date shall 189 $®0,000.

“ Agreement’ means this Agreement, as it may be amended teestsupplemented or otherwise modified from timérhe.

“ Annualized Adjusted NOT means (a) for each Property owned for twelve (1@htims or more, Adjusted NOI for such Property for immediatel
preceding twelve (12) month period; (b) for eachgerty owned for a period of less than twelve (@@nths and for each Property formerly qualifyinga
Non-Income Producing Property that has been an Inc@roducing Property for less than twelve (12) mon#djusted NOI for such Property calculatec
annualizing acquisition-to-date Adjusted NOI fockuProperty and adjusting (through appropriaterptimg, removal or other correction) for all annaalbne-
time lump sum payments or expenses with respabet®roperty or for any extraordinary income orenge items with respect to such Property; providbe
all amounts included in the above calculations wéhpect to Properties owned by Unconsolidatedlidtifis (and not otherwise adjusted for interes
Unconsolidated Affiliates) shall be adjusted tolilse only that portion of such amounts attributablé/nconsolidated Affiliate Interests.

“ Applicable Percentagé means with respect to any Lender at any time, #reemtage (carried out to the ninth decimal pladethe aggrega
outstanding principal balance of the Loans represkby such Lender’s Loan at such time.

“ Applicable Rateg’ means, for any day, subject to adjustment as pedvid the penultimate paragraph of this definititthe rate per annum set fc
below opposite the applicable Credit Rating theaffact:

Pricing Level Credit Rating Applicable Rate
[ BBB+/ Baal or highe 1.80%
Il BBB/ Baa2 2.00%
I BBB-/ Baa3 2.20%
\% Lower than BBI-/Baa3 2.95%

The Applicable Rate shall be adjusted as of th&t fiay of the first calendar month immediately doling any change in the Credit Rating. The Prial
Borrower shall notify the Administrative Agent irriting promptly after becoming aware of any chaigthe Credit Rating.

“ Approved Fund’ means any Fund that is administered or managea)y I[lender, (b) an Affiliate of a Lender or (c) emtity or an Affiliate of a
entity that administers or manages a Lender.

“ Arranger” means Wells Fargo Securities, LLC in its capaaitysole lead arranger and sole book runner.

“ Assignee Groug means two or more Eligible Assignees that are iafis of one another or two or more Approved Fumdsaged by the sal
investment advisor.

“ Assignment and Assumptidhmeans an assignment and assumption entered irtdd_byder and an Eligible Assignee (with the consémtny part

whose consent is required by Section 10.08(Bjd accepted by the Administrative Agent, inssabtially the form of Exhibit or any other form approved
the Administrative Agent.




“ Attributable Indebtednessmeans, on any date, (a) in respect of any capigal of any Person, the capitalized amount thénabfvould appear or
balance sheet of such Person prepared as of steimdzccordance with GAAP, and (b) in respectryf 8ynthetic Lease Obligation, the capitalized antad
the remaining lease payments under the relevase ldeat would appear on a balance sheet of suslPprepared as of such date in accordance withFSif
such lease were accounted for as a capital lease.

“ Audited Financial Statementsmeans the audited consolidated balance sheet tfngigds Properties and its Subsidiaries for theafigear ende
December 31, 2009, and the related consolidatéenséamts of income or operations, shareholdegsiity and cash flows for such fiscal year of thighwood:
Properties and its Subsidiaries, including the aithereto.

“ Base Raté’ means, the Eurodollar Market Index Rate; providbdt if for any reason the Eurodollar Market Indeate is unavailable, Base R
shall mean the per annum rate of interest equiileté-ederal Funds Rate plus one and one-half opereent (1.50%).

“ Base Rate Loafimeans any portion of a Loan that bears interasetl on the Base Rate.

“ Borrower” and “ Borrowers’ have the meanings specified in the introductaayagraph hereto.

“ Borrower Materials’ has the meaning specified in Section 6.02

“ Borrowing " means the making of the Loans on the Closing Patsuant to Section 2.01

“ Business Day’ means (a) a day of the week (but not a Saturdagd&uor holiday) on which the offices of the Adnsinative Agent in Se
Francisco, California are open to the public fomrygag on substantially all of the Administrativegént’s business functions, and (b) if such day relaies
Eurodollar Rate Loan, any such day that is alsayaah which dealings in Dollars are carried onhia London interbank market. Unless specificalfemence:
in this Agreement as a Business Day, all refereteédays” shall be to calendar days.

“ Capital Expenditure$ means all expenditures required for the leasingpaice within Properties owned and previously ledsethe Consolidate
Parties, including upfit expenses and leasing casions, together with expenses for renovation @ravement of existing properties that are classifie
capital expenditures under GAAP. Leasing and teimaprovements expenditures with respect to spaxtepreviously leased shall not be included in
calculation of Capital Expenditures, but must bmoreed to the Administrative Agent on a quarterdgis as set forth in Section 6.02

“ Capital Expenditure Reservemeans, with respect to (a) any office, industriatail or other non-multi family Property thatda IncomeProducing
Property or a Norcome Producing Property for which a certificat@ccupancy has been issued, a normalized anrmsexve for replacement reserves, ca
expenditures, tenant improvements, and leasing déssions in the amount of $0.50 per year per sqf@eof net leaseable area contained in such Piy
(pro rated for the portion of such year that thpligable Property qualifies under this clause (&)),any multi-family Property that is an IncorResducing
Property or a Norlrcome Producing Property for which a certificat@ocupancy has been issued, a normalized annsetves for replacement reserves, ca
expenditures, tenant improvements, and leasing dssions in the amount of $250 per year per unit @)dny other Northcome Producing Property, zi
(0); provided, that all amounts included in theaboalculations with respect to Properties ownedJhgonsolidated Affiliates (and not otherwise atidsfol
interests in Unconsolidated Affiliates) shall bguatied to include only that portion of such amouattsabutable to Unconsolidated Affiliate Interesti&/hen th
Capital Expenditure Reserve is used in computingraaunt with respect to a period which is shottanta year, said amount shall be appropriatelygtes.
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Capitalization Raté means nine percent (9.00%), except with respecélimilations involving the Adjusted NOI relatedtib@ CC Plaza Project,
which case the “Capitalization Ratehall be eight percent (8.00%); provided, howetteait (a) the Capitalization Rate (both generallg for the CC Plaz
Project) shall be reviewed annually and shall bgjesat to an annual adjustment of not more than queter of one percent (0.25%) by the Superma,
Lenders in their sole discretion based upon macketitions for comparable property types and (byadjustment pursuant to the foregoing clause (a)l
occur until on or after the date occurring oneydar following the Closing Date and, following asiych adjustment, no further adjustment to the @hpétior
Rate shall occur until the passage of one (1) f@mwing such adjustment; provided, that to théeak any adjustment in the Capitalization Ratdésdause «
a Default hereunder (and such Default would noehaacurred without such adjustment), the Borrovgbed! have the cure period reference&éction 8.01(k
in which to remedy such default prior to such Défaaing considered an Event of Default.

“ Cash Equivalents means (a) securities issued or directly and fullargnteed or insured by the United States of Araeoic any agency
instrumentality thereof (provided that the fulltfaand credit of the United States of America idgled in support thereof) having maturities of motre tha
twelve (12) months from the date of acquisition), (hS. dollar denominated time deposits and cediés of deposit of (i) any Lender, (ii) any dore
commercial bank of recognized standing having efpitd surplus in excess of $500,000,000 or (fi§) bank whose shoterm commercial paper rating frc
S&P is at least A-1 or the equivalent thereof onfrMoody'’s is at least P-1 or the equivalent theany such bank being an “ Approved Bdhkin each cas
with maturities of not more than two hundred sey€g¥0) days from the date of acquisition, (c) coencial paper and variable or fixed rate notes idsyean
Approved Bank (or by the parent company thereofiror variable rate notes issued by, or guarantgedrty domestic corporation rated1Ator the equivalel
thereof) or better by S&P or P-1 (or the equivalisetreof) or better by Moods’and maturing within six (6) months of the dateaofuisition, (d) repurcha
agreements with a bank or trust company (including of the Lenders) or recognized securities déeeing capital and surplus in excess of $500,@D {0
direct obligations issued by or fully guaranteedthg United States of America in which any Loantyahall have a perfected first priority securityerres
(subject to no other Liens) and having, on the d&fgurchase thereof, a fair market value of astld®0% of the amount of the repurchase obligataorss (e
Investments, classified in accordance with GAARcagent assets, in money market investment progragistered under the Investment Company A
1940, as amended, which are administered by rejeutalancial institutions having capital of at 1€8500,000,000 and the portfolios of which are feditc
Investments of the character described in the fanggsubdivisions (a) through (d).

“ CC Plaza Project means, to the extent owned (in whole or in partahy Subject Party, that certain development knawrCountry Club Pla:
located at 310 Ward Parkway, Kansas City Misso4itil® currently owned by Highwoods Realty.

“ Change in Law’ means the occurrence, after the date of this Ageegnof any of the following: (a) the adoption eking effect of any law, rul
regulation or treaty, (b) any change in any lawe ruegulation or treaty or in the administratiomerpretation or application thereof by any Goveemta
Authority or (c) the making or issuance of any resfuguideline or directive (whether or not hawing force of law) by any Governmental Authority.

“ Change of Control means the occurrence of any of the following @sen

@) any Person or two or more Persong@at concert shall have acquired beneficial owhay, directly or indirectly, of, or shall he
acquired by contract or otherwise, or shall havered into a contract or arrangement that, uposwmmation, will result in its or their acquisitiofi
control over, Voting Stock of Highwoods Propert{es other securities convertible into such Votingdk) representing thirtfive percent (35.0%)
more of the combined voting power of all Voting &mf Highwoods Properties, or

(b) during any period of up to twerfbur (24) consecutive months, commencing after @hesing Date, individuals who at 1
beginning of such twentfeur (24) month period were directors of Highwodtsperties (together with any new director whoseten by Highwooc
Properties’ Board of Directors or whose nominafimnelection by Highwoods Properties’ shareholdeas approved by a vote of at least tthods o
the directors then still in office who either welieectors at the beginning of such period or whalsetion or nomination for election was previoust
approved) cease for any reason to constitute aritya the directors of Highwoods Properties tliemffice, or
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(c) Highwoods Properties or any Wholly @arSubsidiary which is a Loan Party shall fail éothe sole general partner of Highwao
Realty or own, directly or indirectly, a majority the Equity Interests of Highwoods Services. Agdiherein, “beneficial ownershighall have th
meaning provided in Rule 13d-3 of the Securitied Brchange Commission under the Securities Exchaogef 1934.

“ Closing Date’ means the first date all the conditions precedei®ection 4.0%re satisfied or waived in accordance with Seclid®1.

“ Code” means the Internal Revenue Code of 1986, as ameadddany successor statute thereto, as interpbgtélde rules and regulations iss
thereunder, in each case as in effect from timarte. References to sections of the Code shatbbstrued also to refer to any successor sections.

“ Commitment” means, as to each Lender, its obligation to nek®an to the Borrowers pursuant_ to Section 2.i@dlan aggregate principal amo
not to exceed the amount set forth opposite sucidéres name on Schedule 2.01

“ Consolidated Partiesmeans a collective reference to the PrincipalrBeer and its consolidated Subsidiaries; and “Chaated Party’means an
one of them.

now

“ continue”, “ continuation” and “ continued’ each refers to the continuation of a EurodollareRadan from one Interest Period to another Int
Period pursuant to Section 2.02

“ Contractual Obligatioi means, as to any Person, any provision of any isgdssued by such Person or of any agreementuimgnt or othe
undertaking to which such Person is a party or hickvit or any of its property is bound.

“ Control” means the possession, directly or indirectly, efgbwer to direct or cause the direction of the agament or policies of a Person, whe
through the ability to exercise voting power, byitcact or otherwise. “ Controllingand “ Controlled’ have meanings correlative thereto.

“ convert”, “ conversion” and “ converted each refers to the conversion of a Loan of onpelnto a Loan of another Type pursuant to Se@i6a.

“ Credit Rating” means, with respect to Highwoods Properties (apelh time that Highwoods Properties maintains aecured long term debt rat
from either or both of Moodg and S&P (or one of their respective successoasgigns), the higher of such publicly announcédgsa (or such rating if the
is only one) for the unsecured long term debt gatih Highwoods Properties or (b) at all other timie unsecured long term debt rating equivalerBBe-
from S&P and Bal from Moody'’s.

“ Debtor Relief Laws’ means the Bankruptcy Code of the United States,adinother liquidation, conservatorship, bankruptagsignment for tt
benefit of creditors, moratorium, rearrangementeieership, insolvency, reorganization, or simdabtor relief Laws of the United States or otheplapble
jurisdictions from time to time in effect and affixy the rights of creditors general

“ Default” means any event or condition that constitutes aanEef Default or that, with the giving of any ruj the passage of time, or both, wi
be an Event of Default.

“ Default Rate” means a rate equal to the interest rate (includimgApplicable Rate) otherwise applicable to suohnplus four percent (4.0%) |
annum.

“ Defaulting Lender” means any Lender that (a) has failed to fund (srfaged, within 3 Business Days after requesth®/Administrative Agent,
confirm that it will comply with the terms of thisgreement relating to its obligations to fund) artion of its Loan required to be funded by itdwarde
within one Business Day of the date required téupeled by it hereunder, (b) has otherwise failegag over to the Administrative Agent or any othende
any other amount required to be paid by it hereundltin three Business Days of the date when dokess such amount is the subject of a good fashute
(c) has notified the Borrowers, the Administrativgent or any other Lender in writing that, or haada a public statement to the effect that, it dagsntenc
to comply with any of its funding obligations undiis Agreement, or (d) has become or is (i) ineotvor (ii) the subject of a bankruptcy or insoley
proceeding, or has had a receiver, conservatastetuor custodian appointed for it, or has taken aution in furtherance of, or indicating its conséo,
approval of or acquiescence in any such proceeati@gppointment.




“ Disposition” or “ Dispose” means the sale, transfer, license, lease or otbosition (including any sale and leaseback tretiesa) of any propert
by any Person, including any sale, assignmentsfearr other disposal, with or without recoursieaimy notes or accounts receivable or any rightscaim:
associated therewith.

“Dollar " and “ $” mean lawful money of the United States.

“ Domestic Subsidiary means, with respect to any Person, any Subsidiasych Person which is incorporated or organizedeurthe laws of ar
State of the United States or the District of Cdbism

“ EBITDA " means, for any period, the sum of (a) aggregate Net Incooméng such period, plu®) an amount which, in the determination of
Income for such period, has been deducted fon{@rést Expense, (ii) total federal, state, local foreign income, franchise, value added and aimtélxes ar
(iii) depreciation and amortization expense, witltke of (i), (ii) and (ii) above determined in acdance with GAAP; provided, that, to the extere #gbow:
calculations include amounts allocable to Uncoustéd Affiliates, such calculations shall be withduplication and shall only include such amouwtshie
extent attributable to any Unconsolidated Affiliseerests.

“ Eligible Assignee” means (a) a Lender; (b) an Affiliate of a Lende);an Approved Fund; and (d) any other Person (dtien a natural persc
subject, in the case of this clause (d) only, tprapal by (i) the Administrative Agent and (ii) @ss an Event of Default has occurred and is cantuhe
Principal Borrower (each such approval under thasise (d) not to be unreasonably withheld or delyerovidedthat the Principal Borrower shall be deel
to have consented to any such assignment unleswlit object thereto by written notice to the Adisirative Agent within 5 Business Days after ha
received notice thereof;__providedurther, that notwithstanding the foregoing, “Eligible Agisee” shall not include any Borrower or any of B@rrowers’
Affiliates or Subsidiaries.

“ Environmental Laws means any and all Federal, state, local, and forsigtutes, laws, regulations, ordinances, rutefgrents, orders, decre
permits, concessions, grants, franchises, licereggements or governmental restrictions relatingdllution and the protection of the environmenttlue
release of any materials into the environmentuidiclg those related to hazardous substances oesyast emissions and discharges to waste or psysiems

“ Environmental Liability” means any liability, contingent or otherwise (irtthg any liability for damages, costs of environtaénemediation, fine
penalties or indemnities), of any of the Borrowensy other Loan Party or any of their respectivbsitiaries directly or indirectly resulting from based upc
(a) violation of any Environmental Law, (b) the geation, use, handling, transportation, storagatinent or disposal of any Hazardous MaterialseXppsur
to any Hazardous Materials, (d) the release oratereed release of any Hazardous Materials intoethéronment or (e) any contract, agreement or
consensual arrangement pursuant to which liahdigssumed or imposed with respect to any of thegfiing.

“ Equity Interests’ means, with respect to any Person, all of the shafreapital stock of (or other ownership or prafierests in) such Person, al
the warrants, options or other rights for the pasghor acquisition from such Person of sharespifatastock of (or other ownership or profit intstg in) suc
Person, all of the securities convertible into xchangeable for shares of capital stock of (or rotvenership or profit interests in) such Persorwarrants
rights or options for the purchase or acquisitiammf such Person of such shares (or such otheesigr and all of the other ownership or profierests in suc
Person (including partnership, member or trustré@sis therein), whether voting or nonvoting, anctthier or not such shares, warrants, options, rightthe
interests are outstanding on any date of deterinimat




“ Equity Issuancé means any issuance by the Principal Borrower topamgon or entity which is not a Loan Party ofglares of its Equity Interes
(b) any shares of its Equity Interests pursuariéoexercise of options or warrants or (c) anyehaf its Equity Interests pursuant to the coneersif any det
securities to equity.

“ ERISA " means the Employee Retirement Income SecurityoAdi974.

“ ERISA Affiliate ” means any trade or business (whether or not incatgd) under common control with any of the Borrmsvsithin the meaning
Section 414(b) or (c) of the Code (and Sectiong@]l4nd (o) of the Code for purposes of provisiaiating to Section 412 of the Code).

“ ERISA Event” means (a) a Reportable Event with respect to aiéteR$an; (b) a withdrawal by any of the Borrowersany ERISA Affiliate from
Pension Plan subject to Section 4063 of ERISA dudrplan year in which it was a substantial empidgs defined in Section 4001(a)(2) of ERISA)
cessation of operations that is treated as sudithanawal under Section 4062(e) of ERISA, (c) a ptete or partial withdrawal by any of the Borrowersany
ERISA Affiliate from a Multiemployer Plan or notdation that a Multiemployer Plan is in reorganiaati(d) the filing of a notice of intent to termieathe
treatment of a Plan amendment as a terminationrubeetions 4041 or 4041A of ERISA, or the commereenof proceedings by the PBGC to terming
Pension Plan or Multiemployer Plan; (e) an eventendition which constitutes grounds under Sectiod2 of ERISA for the termination of, or -
appointment of a trustee to administer, any PenBian or Multiemployer Plan; or (f) the impositiofi any liability under Title IV of ERISA, other thafor
PBGC premiums due but not delinquent under SedY of ERISA, upon any of the Borrowers or any &R Affiliate.

“ Eurodollar Market Index Raté means, for any day, the Eurodollar Rate as ofdhgtthat would be applicable for a Eurodollar Ratan having
onemonth Interest Period determined at approximated &.m. Pacific time for such day (or if such dayot a Business Day, the immediately prece
Business Day). The Eurodollar Market Index Ratdidye determined on a daily basis.

“ Eurodollar Rate’ means, for the Interest Period for any EurodollateR_oan, the rate of interest, rounded up to #erest whole multiple of o
hundredth of one percent (0.01%), obtained by digdi) the rate of interest, rounded upward to tiearest whole multiple of orfeindredth of one perce
(0.01%), referred to as the BBA (British Bankefssociation) LIBOR rate as set forth by any sensedected by the Administrative Agent that has
nominated by the British Banker#&ssociation as an authorized information vendortf@ purpose of displaying such rate for deposit&)iS. Dollars ¢
approximately 9:00 a.m. Pacific time, two (2) Buesia Days prior to the date of commencement of sutehest Period for purposes of calculating eff@
rates of interest for loans or obligations makiefgrence thereto, for an amount approximately egutide applicable Eurodollar Rate Loan and foeequl o
time approximately equal to such Interest Periodil)ya percentage equal to 1 minus the stated mawxi rate (stated as a decimal) of all reserveanyt
required to be maintained with respect to Eurocuayefunding (currently referred to as “Eurocurretiapilities”) as specified in Regulation D of the Boart
Governors of the Federal Reserve System (or agamstother category of liabilities which includespdsits by reference to which the interest rat
Eurodollar Rate Loans is determined or any applécabtegory of extensions of credit or other asa#ish includes loans by an office of any Lendetsale o
the United States of America). Any change in soximum rate shall result in a change in the Eutad®ate on the date on which such change in
maximum rate becomes effective.

“ Eurodollar Rate Loafi means any portion of a Loan (other than a Bade Raan) that bears interest at a rate based oBuhedollar Rate.

“ Event of Default’ has the meaning specified in Section 8.01

“ Excluded Taxes means, with respect to the Administrative Ageny; baender or any other recipient of any paymenteéaiade by or on account
any obligation of the Borrowers hereunder, (a) $axeposed on or measured by its overall net incioeever denominated), and franchise taxes impos
it (in lieu of net income taxes), by the jurisdaeti (or any political subdivision thereof) under tgvs of which such recipient is organized or inickhits
principal office is located or, in the case of drgnder, in which its applicable Lending Office exéted, (b) any branch profits taxes imposed bylthigec
States or any similar tax imposed by any otheisgliction in which any of the Borrowers is locatetigc) in the case of a Foreign Lender (other the
assignee pursuant to a request by the Borrowersruekction 10.13, any withholding tax that is imposed on amourdggble to such Foreign Lender at
time such Foreign Lender becomes a party heretdgsignates a new Lending Office) or is attribugatbl such Foreign Lendsrfailure or inability (other the
as a result of a Change in Law) to comply with B&c8.01(e), except to the extent that such Foreign Lendeit¢assignor, if any) was entitled, at the tim
designation of a new Lending Office (or assignmetd)receive additional amounts from the Borrowefith respect to such withholding tax pursuar

Section 3.01(a)




“ Existing Credit Agreemernit means that certain Second Amended and Restatedt Bgrdement dated as of December 21, 2009 by amshg the
Borrowers, the lenders referenced therein, Bankmoérica, N.A., as administrative agent and the iopfzeties thereto.

“ Existing Term Loan Agreemerit means that certain Term Loan Credit Agreement datedf February 26, 2008, by and among the Borr®
Highwoods/Tennessee Holdings, L.P., Highwoods FKieahLC, the lenders referenced therein, Bank ofeAioa, N.A., as administrative agent and the «
parties thereto.

“ Federal Funds Ratemeans, for any period, a fluctuating interest pteannum equal for each day during such perigdegaveighted average of 1
rates on overnight Federal funds transactions migmbers of the Federal Reserve System arrangeeédsrd funds brokers, as published for such dayffi
such day is not a Business Day, for the next piageBlusiness Day) by the Federal Reserve Bank @f Merk, or, if such rate is not so published foy atay
which is a Business Day, the average of the quotatior such day on such transactions receivetidytministrative Agent from three Federal Fundskbrs
of recognized standing selected by the Administeafigent.

“ Fee Letter’ means that certain fee letter dated as of Dece2®e2010, by and among the Borrowers, the Adrtrative Agent and the Arranger.

“ FFO " means, as of any date of determination, Net Inegiusdepreciation and amortization of real and persqmaperty assets to the ext
deducted in the determination of Net Income, E$g amount added pursuant to clause (b) of thanitiefi of Net Income except to the extent such ant
relates to operating partnership units and ishattable to Highwoods Realty Limited Partnershipvbyue of the line item “non-controlling interestss show
on the consolidated income statements of the Ciofzdet! Parties.

“ Fixed Charges means, for any period, the sum of (a) Interegpdfise for the applicable period, plid preferred dividends of the Subject Pa
actually paid during the applicable period, pl@g$ Scheduled Funded Debt Payments for the appdicpbriod; provided, that, to the extent the al
calculations include amounts allocable to Uncoulstéid Affiliates, such calculations shall be withduplication and shall only include such amouwts$hi
extent attributable to any Unconsolidated Affilisi¢erests.

“ Foreign Lendef’ means any Lender that is organized under the l&dagwisdiction other than that in which the Pipal Borrower is resident for ti
purposes. For purposes of this definition, thetéthBtates, each State thereof and the DistriCoadimbia shall be deemed to constitute a singisdiation.

“ Foreign Subsidiary means any Subsidiary of a Person that is not méic Subsidiary of such Person.

“FRB " means the Board of Governors of the Federal Resgystem of the United States.

“ Fully Satisfied” means, with respect to the Obligations as of ang,dhaat, as of such date, (a) all principal of ardrest accrued to such date wi
constitute Obligations shall have been irrevocgidyd in full in cash and (b) all fees, expenses atieer amounts then due and payable which core

Obligations shall have been irrevocably paid irhcas

“ Fund " means any Person (other than a natural person)igh@r will be) engaged in making, purchasing,dira or otherwise investing
commercial loans and similar extensions of credthe ordinary course of its business.
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“ Funded Indebtednessmeans, with respect to any Person, without duptinat(a) all Indebtedness of such Person other thdebtedness of t
types referred to in clauses (c), (h) and (i) & tefinition of "Indebtedness” set forth in thiscen 1.01, (b) all Indebtedness of another Person of the
referred to in clause (a) above secured by (omfuch the holder of such Funded Indebtedness haxiating right, contingent or otherwise, to bewed by
any Lien on, or payable out of the proceeds of petidn from, property owned or acquired by suctsBerwhether or not the obligations secured thehetvy
been assumed, (c) all Guarantees of such Persbrregpect to Indebtedness of the type referred ttause (a) above of another Person and (d) ledabss ¢
the type referred to in clause (a) above of anyngaship or unincorporated joint venture in whiciecls Person is a general partner or a joint venturer

“ GAAP " means generally accepted accounting principlehénUnited States set forth in the opinions and guocements of the Accounti
Principles Board and the American Institute of @ied Public Accountants and statements and prooeoments of the Financial Accounting Standards Bog
such other principles as may be approved by afgignt segment of the accounting profession inUhéed States, that are applicable to the circuntgta as ¢
the date of determination, consistently applied.

“ Governmental Authority’ means the government of the United States or amgr atation, or of any political subdivision thereafhether state
local, and any agency, authority, instrumentaliggulatory body, court, central bank or other grditercising executive, legislative, judicial, tagj regulator
or administrative powers or functions of or peritainto government (including any supmational bodies such as the European Union or thiedean Centr
Bank).

“ Guarante€' means, as to any Person, any (a) any obligatiantjraent or otherwise, of such Person guaranteeirttaving the economic effect
guaranteeing any Indebtedness or other obligateyalge or performable by another Person (the “psmabligor”) in any manner, whether directly
indirectly, and including any obligation of suchr&n, direct or indirect, (i) to purchase or payddvance or supply funds for the purchase or payw@ sucl
Indebtedness or other obligation, (ii) to purchaséease property, securities or services for timp@se of assuring the obligee in respect of sndebtedne:
or other obligation of the payment or performanteuzh Indebtedness or other obligation, (iii) taimain working capital, equity capital or any atfieancia
statement condition or liquidity or level of incoroe cash flow of the primary obligor so as to eeathle primary obligor to pay such Indebtednesstioel
obligation, (iv) to guaranty to any Person rentaiome levels (or shortfalls) or tenanting costs (including tenant improvements, ing\expenses, lee
commissions and any other costs associated witbugr@g new tenants); provided, that such obligatishall be determined to be equal to the maxi
potential amount of the payments due from the Pege@ranteeing the applicable rental income lewets the term of the applicable lease or (v) ewténéc
for the purpose of assuring in any other mannerotiiggee in respect of such Indebtedness or othbgation of the payment or performance thereofa
protect such obligee against loss in respect tligieovhole or in part), or (b) any Lien on any essof such Person securing any Indebtedness er
obligation of any other Person, whether or not sinciebtedness or other obligation is assumed bl Bgrson (or any right, contingent or otherwiseamy
holder of such Indebtedness to obtain any such)Li&#he amount of any Guarantee shall be deembd em amount equal to the stated or determinabteiai
of the related primary obligation, or portion thefiein respect of which such Guarantee is madef ot stated or determinable, the maximum reasiy
anticipated liability in respect thereof as deterad by the guaranteeing Person in good faith; gexljithat, to the extent any Guarantee is limiteddterms
then the amount of such Guarantee shall be deemda tthe stated or determinable amount of such &teg. The term “Guarante@’ a verb has
corresponding meaning.

“ Guarantors’ means, collectively, as of any date of determimatemch Person that has been required, pursudtme terms of this Agreement and
Guaranty, to execute a counterpart of the Guaramggach case to the extent such Person has notréleased from its obligations under the Guarantguar
to the terms of the Guaranty and this Agreement.

“ Guaranty” means the Guaranty dated as of the Closing Date rhgceach of the Domestic Subsidiaries of the Beers existing as of the di
hereof (except the Non-Guarantor Subsidiariespuof of the Administrative Agent and the Lendetdstantially in the form of Exhibit Gas the same may
amended, restated, supplemented or otherwise raddifom time to time and as joined from time todilyy such Persons that either (a) become, followie
date hereof, a Domestic Subsidiary of any Borrativat is not a Non-Guarantor Subsidiary or (b) ceasgualify as a Norisuarantor Subsidiary following t
date hereof.




“ Harborview Project means the certain development known as Harbort@ated at 3031 N. Rocky Point Drive West, Tampariffa 33607 in th
SF-HIW Harborview Plaza, LP joint venture.

“ Hazardous Material® means all explosive or radioactive substances @tesaand all hazardous or toxic substances, wastether pollutant:
including petroleum or petroleum distillates, asbe®r asbestosantaining materials, polychlorinated biphenylsiaa gas, infectious or medical wastes an
other substances or wastes of any nature regyarsdant to any Environmental Law.

“ Highwoods Propertieshas the meaning assigned to such term in thednttory paragraph hereof.

“ Highwoods Service$ has the meaning assigned to such term in thednttory paragraph hereof.

“ Highwoods Realty has the meaning assigned to such term in thednttory paragraph hereof.

“ Income Producing Properti€¢smeans, as of any date of determination, all Prtigee (other than Acquired Properties or Reased Developme
Properties): (a) which are partially or fully incenproducing for financial reporting purposes on éipplicable calculation date and have been contisly
partially or fully income producing for financiatporting purposes for the calendar quarter endimgédiately preceding the calculation date, (b)which ar
unconditional base building certificate of occupafar its equivalent) has been issued by the agplecgovernmental authority, (c) as to such asskish, ir
the immediately preceding reporting period, wegsslified as Non-Income Producing Properties (athen Prekeased Development Properties), which e
(i) are leased to tenants in occupancy and theedeiy such tenants in occupancy (excluding tenanter free rent periods) represent sevdingypercer
(75%) or more of the rentable square footage obfh@icable real property asset; or (ii) have,af for this clause (c)(ii), qualified as a Nameome Producin
Property for a period equal to or in excess of teigh (18) months following the issuance of an udd@nal base building certificate of occupancy gdyas t
such assets which, in the immediately precedingrtem period, were classified as Rreased Development Properties, which have, if aptHis clause (d
gualified as a Norlacome Producing Property for a period equal tonoexcess of six (6) months following the issuan€en unconditional base buildi
certificate of occupancy or substantial completibithe applicable improvements (provided, thatetight phases of real property developments shatiebée
as different assets for purposes of this deterroingtprovided, however, that “Income Producing g&ndies”shall not include the revenue resulting from i
or inter-entity leases between the Borrower anddriie Subject Parties.

“ Indebtedness means, as to any Person at a particular time, witdaplication, all of the following, whether or tnimcluded as indebtedness
liabilities in accordance with GAAP:

(@ all obligations of such Person forrbwed money and all obligations of such Personenied by bonds, debentures, notes,
agreements or other similar instruments;

(b) all direct or contingent obligation$ such Person arising under letters of creditl(iding standby and commercial), bankers’
acceptances, bank guaranties, surety bonds anidsinstruments;

(c) net obligations of such Person uradgr Swap Contract;

(d) all obligations of such Person to plag deferred purchase price of property or sesvicther than trade accounts payable ir
ordinary course of business to the extent not gastfor more than one hundred twenty (120) dayer #fie date on which such trade account pa
was created);

(e) indebtedness (excluding prepaid egethereon) secured by a Lien on property ownédakimg purchased by such Person (inclu

indebtedness arising under conditional sales cerditle retention agreements), whether or not sndebtedness shall have been assumed by
Person or is limited in recourse;
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® the principal portion of capital less Synthetic Lease Obligations and all other GffaBce Sheet Liabilities;

(9) all obligations of such Person toghase, redeem, retire, defease or otherwise makpagment in respect of any Equity Interes
such Person or any other Person, valued, in the ohs redeemable preferred interest, at the gredté@s voluntary or involuntary liquidatic
preference plusiccrued and unpaid dividends; provided, howevext, saich obligations shall not be considered Indbtess hereunder to the ex
such redemption may be completed through the isguby such Person of its capital stock in exchdogéhe Equity Interests being redeemed
such Person has elected or may still elect to isaak capital stock rather than pay other consiiggrén connection with such redemption;

(h) all obligations of such Person uniddee-or-pay or similar arrangements or under conitiesdagreements,
0] all Guarantees of such Person ineespf any of the foregoing.

For all purposes hereof, the Indebtedness of amoReshall include the Indebtedness of any patifei® joint venture (other than a joint venturattls itself i
corporation or limited liability company) in whicduch Person is a general partner or a joint venturdess such Indebtedness is expressly madeaumrs
to such Person. The amount of any net obligatimaetiany Swap Contract on any date shall be de¢émbed the Swap Termination Value thereof as of
date. The amount of any capital lease or Synthetase Obligation as of any date shall be deemdxk tthe amount of Attributable Indebtedness ineel
thereof as of such date.

“ Indemnified Taxe$ means Taxes other than Excluded Taxes.
“ Indemnitees’ has the meaning specified in Section 10.04(b)

“ Information” has the meaning specified in Section 10.07
“ Intangible Assets' means assets that are considered to be intangibltsaunder GAAP, including customer lists, gooldwibmputer softwar
copyrights, trade names, trademarks, patents, Hises, licenses, unamortized deferred charges, emiasd debt discount and capitalized researct
development costs.

“ Interest Expensé means, for any period, (a) all interest expensay(ding, without limitation, the interest componemtder capital leases and v
respect to OfBBalance Sheet Liabilities) of the Consolidated iarfor such period, as determined in accordange GAAP, plus (b) all interest expetr
(including the interest component under capitabésaand with respect to (Bfalance Sheet Liabilities), as determined in acaoce with GAAP, of eac
Unconsolidated Affiliate multiplied by the respestiUnconsolidated Affiliate Interest in each suatitg; provided, that the Facility Fees paid by Barrower:
pursuant to the Existing Credit Agreement during aach period shall constitute a portion of thetéhest Expensefor purposes of this definition; providt
further, that any amount of capitalized or accrimeérest on the Indebtedness of any Consolidatety Rhall be included in the calculation diteres
Expense,"whether or not such amounts constitute interesems® as determined in accordance with GAAP, buéepxto the extent such expenses
addressed in a related construction budget or tieo®ers maintain, as of a given calculation datjlability under the Facility equal to or in esseof 25% c
the Facility Amount.

“ Interest Payment Datemeans, (a) as to any Loan other than a Base Rate, ltioe last day of each Interest Period applicetbkuch Loan and t
Maturity Date; provided, however, that if any Ireet Period for a Eurodollar Rate Loan exceeds thheeths, the respective dates that fall every threath:
after the beginning of such Interest Period sHath &e Interest Payment Dates; and (b) as to asg BRate Loan, the first 1) Business Day of each calen
month and the Maturity Date.

“ Interest Period means, as to each Eurodollar Rate Loan, the pedoimencing on the date such Eurodollar Rate Loaisursed or converted
or continued as a Eurodollar Rate Loan and endinghe date seven (7) days or one (1), three (3)0(6) months thereafter, as selected by the R
Borrower in the Notice of Borrowing, a Notice of @muation or a Notice of Conversion, as applicaptevidedthat:
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0] any Interest Period that would othesavend on a day that is not a Business Day shaktended to the next succeeding Busi
Day unless such Business Day falls in another dalemonth, in which case such Interest Period simallon the next preceding Business Day;

(ii) any Interest Period (other than atetest Period having a duration of seven (7) déya)) begins on the last Business Day
calendar month (or on a day for which there is nmarically corresponding day in the calendar mattthe end of such Interest Period) shall er
the last Business Day of the calendar month ag¢tigeof such Interest Period; and

(i) no Interest Period shall extend begt the Maturity Date.

“ Internal Control Event means a material weakness in, or fraud that ingmanagement or other employees who have a signifiole in, th
Principal Borrower’s internal controls over finaakreporting, in each case as described in therBiesu_aws.

“ IP_Rights” has the meaning specified in Section 5.17
“IRS " means the United States Internal Revenue Service.

“ Laws " means, collectively, all international, foreign,déeal, state and local statutes, treaties, rulesletines, regulations, ordinances, codes
administrative or judicial precedents or authositincluding the interpretation or administratidrerieof by any Governmental Authority charged witk
enforcement, interpretation or administration tb&rand all applicable administrative orders, dieglcduties, requests, licenses, authorizationspanahits of
and agreements with, any Governmental Authoritygdoh case whether or not having the force of law.

“ Lender” has the meaning specified in the introductoryagaaph hereto.

“ Lending Office” means, as to any Lender, the office or officeswéh Lender described as such in such Lead&dlministrative Questionnaire,
such other office or offices as a Lender may frametto time notify the Borrowers and the Adminiitra Agent.

“ Lien " means any mortgage, pledge, hypothecation, assignheposit arrangement, encumbrance, lien (stgtatoother), charge, or preferer
priority or other security interest or preferentéatangement in the nature of a security interésng kind or nature whatsoever (including any dbodal sale
or other title retention agreement, any easem@gitt of way or other encumbrance on title to re@perty, and any financing lease having substayntihe
same economic effect as any of the foregoing).

“Loan” has the meaning specified in Section 2.01

“ Loan Document$ means this Agreement, each Note and the Guaranty.

“ Loan Parties means, collectively, each of the Borrowers anche@uarantor.

“ Material Adverse Effect means (a) a material adverse change in, or a rabseiverse effect upon, the operations, businegspepies, liabilitie
(actual or contingent) or condition (financial dherwise) of the Consolidated Parties, taken ahaley (b) a material impairment of the ability afyaLoar

Party to perform its obligations under any Loan Droent to which it is a party; or (c) a material exbe effect upon the legality, validity, bindindeet oi
enforceability against any Loan Party of any Loart@ment to which it is a party.

“ Maturity Date” has the meaning specified in Section 2.11(a)

“Moody’'s " means Moody'’s Investors Service, Inc., and argceasor thereto.
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“ Multiemployer Plan” means any employee benefit plan of the type destiifo Section 4001(a)(3) of ERISA, to which anytteé Borrowers or ar
ERISA Affiliate makes or is obligated to make cdmtitions, or during the preceding five plan ye&ias made or been obligated to make contributions.

“ Negative Pledgé means a provision of any agreement (other thanAfgieement or any other Loan Document) that prasitiie creation of ai
Lien on any assets of a Person; providadwever, that an agreement that establishes a maximumahtinsecured debt to unencumbered assets, ecofes
debt to total assets, or that otherwise conditmi®ersors ability to encumber its assets upon the mainaih one or more specified ratios that limit <
Persons ability to encumber its assets but that do noegaly prohibit the encumbrance of its assetsherencumbrance of specific assets, shall not itote
a “Negative Pledge” for purposes of this Agreement.

“ Net Asset Sales Proceetisneans, with respect to any Disposition (other thdisposition qualifying as a like kind exchangelenSection 1031
the Code), the aggregate proceeds received by amgoGdated Party in cash or Cash Equivalents @ing payments in respect of deferred payi
obligations when received in the form of cash ostCBquivalents and including any proceeds whichuaezl by the applicable Consolidated Party toeret
whole or in part any Indebtedness encumbering thpepty sold) plushe aggregate principal amount of any Indebtedeessimbering the property s
assumed by the purchaser of such property, net)afiréct costs (including, without limitation, lej accounting and investment banking fees,
commissions, transfer and recording charges arestand other closing costs customarily allocatezbliers), and (ii) taxes paid or payable by thasdtidate:
Parties as a result thereof after taking into astamy reduction in consolidated tax liability dizeavailable tax credits, deductions or losses, tarysharin
arrangements and any distributions to shareholdensartners otherwise allowed pursuant to the tehereof; it being understood thallét Asset Sale
Proceeds” shall include, without limitation and lvdtit duplication, any cash or Cash Equivalentsivedeupon the sale or other disposition of any nask
consideration received by any such Consolidatetyaany Disposition.

“ Net Cash Proceedsmeans the aggregate cash proceeds received bytiseligiated Parties in respect of any Equity Issaanet of (a) direct co:
(including, without limitation, legal, accountingné investment banking fees and sales commissionk)l@ taxes paid or payable as a result therediging
understood that “Net Cash Proceeds” shall incladéout limitation, any cash received upon the saleother disposition of any naash consideratic
received by the Consolidated Parties in any Edagyance.

“ Net Income” means, for any period, the sum of (a) net incdmeluding extraordinary and non-recurring gaind Bsses, impairments, naast
equity-based compensation charges, prepayment penaties, @ losses on the sale of property and relateéffects thereto) after taxes for such periothe
Consolidated Parties on a consolidated basis, @®sndi@ed in accordance with GAAP, plus (b) withaoluplication, an amount equal to the line item “non-
controlling interests,as shown on the consolidated income statementedfonsolidated Parties, plus (c) without duplaratan amount equal to the aggre
of net income (excluding extraordinary and non-reng gains and losses, impairments, non-cash e@aised compensation charges, prepayment per
gains or losses on the sale of property and reltagdeffects thereof) after taxes for such periad, determined in accordance with GAAP, of «
Unconsolidated Affiliate multiplied by the respegtiUnconsolidated Affiliate Interest of each suahitg.

“ Net Operating Incom& means, for any given period and with respect togingn Property or Properties, the amount equalapthe sum of (i) gro
revenues attributable to such Property or Propefte such period, les@) to the extent otherwise included in gross rewes, interest income;_lefls) ar
amount equal to (i) operating expenses allocablsutth Property or Properties (excluding any managerfees accrued with respect to such Propel
Properties), less(ii) to the extent included in the calculationagferating expenses, (A) total federal, state,|land foreign income, franchise, value added
similar taxes, (B) depreciation and amortizatiard &C) Interest Expense.

“NGS Excess Cash Floivmeans an amount equal to all net operating incofr@eNonGuarantor Subsidiary minus all debt service paysehsucl
Non-Guarantor Subsidiary minus all amounts requirefital reserves of such Non-Guarantor Subsidiary.
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“ Non-Guarantor Subsidiari¢smeans, as of any date of determination, a calleceference to:

(€) those entities specified in the scihesito the Loan Documents;

(b) any Subsidiary of any Loan Partyf@dmed for or converted to (in accordance with tisens and conditions set forth herein)
specific purpose of holding title to assets whioh eollateral for indebtedness owing by such Suasidand (ii) which is (or, immediately followings
release as a Loan Party hereunder, shall be) estpr@®hibited in writing from guaranteeing indetitess of any other person or entity pursuant t
a provision in any document, instrument or agree¢neidencing such indebtedness of such Subsidiar{Bp a provision of such Subsidiar
organizational documents, in each case, which pimviwas included in such organizational documensuch other document, instrument
agreement as an express condition to the extews$isnch indebtedness required by the third parygitor providing the subject financing; provid
that a Subsidiary meeting the above requiremerat shly remain a “Non-Guarantor Subsidiafgt so long as (1) each of the above requiremee
satisfied, (2) such Subsidiary does not guarantgeother indebtedness and (3) the indebtednessraesftect to which the restrictions noted in cli
(i) are imposed remains outstanding;

(c) any Subsidiary of any Loan Partywhich becomes a Subsidiary of any Loan Party falhmwthe Closing Date, (ii) which is no
wholly-owned Subsidiary of the Loan Party, and (iii) wiéspect to which the Loan Party, as applicables dm¢ have sufficient voting power (an
unable, after good faith efforts to do so, to caasg necessary ndman Party equity holders to agree) to cause sudisi8iary to execute t
Guaranty pursuant to the terms of the Loan Docusnhent notwithstanding such voting power, the irgeseof such nohoan Party holders ha
material economic value in the reasonable judgroktite Principal Borrower that would be impairedthg execution of the Guaranty; and

(d) any other Subsidiary of a Loan Paotyhe extent (i) such Subsidiary holds no ass®tsij) (A) such Subsidiary holds Total As
Value with a value of less than $500,000 and (B)<hm of the values of the Total Asset Value hgldhe Subsidiaries already qualifying as Non-
Guarantor Subsidiaries pursuant to subclause Yd@)iabove_plusthe value of the Total Asset Value held by the @gple Subsidiary is less tr
$5,000,000; and

“ Non-Guarantor Subsidiarymeans any one of such entities.

“ Non-Income Producing Properti€sneans a collective reference to all Propertieictvitlo not qualify as “Income Producing Propertiéisliowing
application of subsection (c)(ii) and each otheovjsion of the definition thereof and including, thaut limitation, Properties qualifying as Hrease:
Development Properties, Acquired Properties, Spgieel Land and Properties Under Development).

“ Non-Recourse Debt means, with respect to any Person, Indebtednedsofoowed money in respect of which recourse fompent (except fc
customary exceptions for fraud, misapplication ohds, environmental indemnities, and other siméaceptions to nomecourse provisions (includi
exceptions relating to bankruptcy, insolvency, nemeship, nonapproved transfers or other customary or similané)) is contractually limited to spec
assets of such Person encumbered by a Lien seauritigindebtedness.

“ Note ” means a promissory note made by the Borrowersvior faf a Lender evidencing the Loan made by suaidee, substantially in the form
Exhibit D .

“ Notes Receivablé means, all promissory notes or other similar obiiges to pay money, whether secured or unsecurbitimare not over thir
(30) days past due in which any Person has arestter

“ Notice of Borrowing” means a notice substantially in the form_of Exthib (or such other form reasonably acceptable to theniAidtrative Ager
and containing the information required in such iBithto be delivered to the Administrative Agentrpuant to Section 2.02/idencing the Borrowerseques
for the borrowing of the Loans.
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“ Notice of Continuatiori means a notice substantially in the form of Extiib(or such other form reasonably acceptable to thmiAgtrative Ager
and containing the information required in such iBithto be delivered to the Administrative Agentrpuant to Section 2.02/idencing the Borrowerseques
for the continuation of Eurodollar Rate Loans.

“ Notice of Conversiorf means a notice substantially in the form_of Exh@® (or such other form reasonably acceptable to theiAdtrative Ager
and containing the information required in suchiBihto be delivered to the Administrative Agentrpuant to Section 2.08/idencing the Borrowerseques
for the conversion of Loans from one Type to anoffhype.

“ Obligations” means all advances to, and debts, liabilitiesgalilbns, covenants and duties of, any Loan Paigyngrunder any Loan Document
otherwise with respect to any Loan, whether dimcindirect (including those acquired by assumpti@bsolute or contingent, due or to become due
existing or hereafter arising and including intésd fees that accrue under the Loan Documerds thie commencement by or against any Loan Pariyy
Affiliate thereof of any proceeding under any DeliRelief Laws naming such Person as the debtoudh proceeding, regardless of whether such intar
fees are allowed claims in such proceeding. Tha t©bligations”shall not include any obligations in respect of &wap Contract between any Loan P
and any Lender or any Affiliate of a Lender.

“ Off-Balance Sheet Liabilitie’s means, with respect to any Person as of any datetefmination thereof, without duplication andthe extent nc
included as a liability on the consolidated balasiveet of such Person and its Subsidiaries in danoe with GAAP: (a) with respect to any asset i$ézation
transaction (including any accounts receivable pase facility) (i) the unrecovered investment ofghasers or transferees of assets so transfercedipany
other payment, recourse, repurchase, hold harmteesmnnity or similar obligation of such Personaory of its Subsidiaries in respect of assets teared o
payments made in respect thereof, other than lihriéeourse provisions that are customary for tretimas of such type and that neither (x) have fifeceof
limiting the loss or credit risk of such purchaserdransferees with respect to payment or perfagady the obligors of the assets so transferredynampai
the characterization of the transaction as a tale snder applicable Laws (including Debtor Reliefvs); (b) the monetary obligations under any firiag
lease or so-called “synthetic,” tax retention drluzdlance sheet lease transaction which, upon thieagpn of any Debtor Relief Law to such Persorany o
its Subsidiaries, would be characterized as indkiges; (c) the monetary obligations under any @adkleaseback transaction which does not creasbitty
on the consolidated balance sheet of such PerabitaSubsidiaries; or (d) any other monetary dilign arising with respect to any other transactidvich
(i) is characterized as indebtedness for tax p@pbsit not for accounting purposes in accordantde @AAP or (i) is the functional equivalent of takes th
place of borrowing but which does not constitutehility on the consolidated balance sheet of sRehson and its Subsidiaries (for purposes ofdlaisse (d
any transaction structured to provide tax dedddgibas interest expense of any dividend, couponther periodic payment will be deemed to be thefiona
equivalent of a borrowing).

“ Organization Document% means, (a) with respect to any corporation, théfiate or articles of incorporation and the bykaor equivalent ¢
comparable constitutive documents with respectntp rronU.S. jurisdiction); (b) with respect to any lindtédiability company, the certificate or articles
formation or organization and operating agreemand; (c) with respect to any partnership, joint vest trust or other form of business entity, theinEship
joint venture or other applicable agreement of fation or organization and any agreement, instrupféimg or notice with respect thereto filed inraectior
with its formation or organization with the applida Governmental Authority in the jurisdiction diformation or organization and, if applicabley
certificate or articles of formation or organizatiof such entity.

“ Other Taxes means all present or future stamp or documentasstar any other excise or property taxes, chavgssnilar levies arising from a
payment made hereunder or under any other Loanrector from the execution, delivery or enforcemaior otherwise with respect to, this Agreemen
any other Loan Document.

“ Outstanding Amount means with respect to Loans on any date, the aggregutstanding principal amount thereof after igjveffect to an
borrowings and prepayments or repayments of Loaasrang on such date.
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“ Participant” has the meaning specified in Section 10.06(d)
“PBGC” means the Pension Benefit Guaranty Corporation.

“ Pension Plari means any “employee pension benefit plaas $uch term is defined in Section 3(2) of ERISA)er than a Multiemployer Plan, t
is subject to Title IV of ERISA and is sponsorechmintained by any of the Borrowers or any ERISAiliate or to which the Borrower or any ERISA Affike
contributes or has an obligation to contributeinathe case of a multiple employer or other plascdided in Section 4064(a) of ERISA, has made duutions
at any time during the immediately preceding filenpyears.

“ Person” means any natural person, corporation, limitedilltgbcompany, trust, joint venture, associatiommpany, partnership, Governmel
Authority or other entity.

“ Plan” means any “employee benefit plards(such term is defined in Section 3(3) of ERIS#gklished by any of the Borrowers or, with respe
any such plan that is subject to Section 412 ofabée or Title IV of ERISA, any ERISA Affiliate.

“ Platform” has the meaning specified in Section 6.02
“ PNC Credit Facility” means that certain Master Credit Agreement datesf Becember 20, 2007, by and between Highwoods$tyrees borrowe

and PNC Bank, National Association, as administeatigent, and the “Bankgjarty thereto, as the same may have been or magmemnded, restate
supplemented or modified from time to time.

“ Potential Defaulting Lendetr means any Lender that, prior to the Closing Datehés failed to comply with, or has made a pustiaement to tf
effect that it does not intend to comply with, fiteding obligations under one or more syndicatesdiitifacilities or other agreements in which it coits or i
obligated to extend credit (other than this Agreetngb) has a parent corporation or other Affdidhat is subject to any condition or event desctilm the
immediately preceding clause (a); or (c) has, oosehparent corporation has, a Credit Rating of feas BBB-Baa3 (or equivalent) from either S&P
Moody’s. As used in this definition, the term “pat corporation'means, with respect to a Lender, any Person Céingadduch Lender, including withc
limitation, the bank holding company (as definedRegulation Y of the Board of Governors of the FatiReserve System), if any, of such Lender.

“ Preferred Stock Subsidiatymeans any entity (a) in which a Loan Party owneadt ninety percent (90.0%) of the Equity Intesdsit less than t
percent (10.0%) of the Voting Stock and (b) witBpect to which the Principal Borrower certifieswriting to the Administrative Agent that such entivas
formed with such an ownership structure such tisahcome would not adversely affect the qualifmatof Highwoods Properties status as a REIT.

“ Pre-Leased Development Propertitsmeans a collective reference to all Properties Uridlevelopment that are, prior to the issuance of
certificate of occupancy (temporary or otherwisgated to the applicable improvements, at least §@%for purposes of the calculation set forthSiectior
7.08(g)(i)(B)only, 75%) preleased to third parties that are not affiliatedwtite Borrowers or any Subject Party pursuant tio \and binding lease agreeme
under which (a) commencement of rental paymentgatibns are contingent only upon completion of #pplicable improvements and other stan
conditions; (b) the applicable lessee is not thgesu of any thercontinuing bankruptcy or insolvency proceedingsi &) no defaults or events of default
to the knowledge of the Borrowers, then-continuing.

“ Principal Borrower” means Highwoods Properties, together with itscegsors and assigns.

“ Pro Forma Compliance Certificatemeans a certificate of an officer of the PrinciBakrower delivered to the Administrative Agent iontiectiol
with a Disposition and containing reasonably dethitalculations, upon giving effect to the applleatvansaction on a pro forma basis, of the final
covenants set forth in Section 7.08

-16-




“ Properties’ means, as of any date of determination, all interisreal property (direct or indirect), togethéth all improvements thereon, owr
by any Subject Party; and “ Propettyneans any one of them.

“ Properties Under Developmehtmeans, as of any date of determination, all Praggerthe primary purpose of which is to be leasethé ordinar
course of business or to be sold upon completi@hcenwhich any Subject Party has commenced cortigtnuof a building or other improvements; provi
that any such Property will no longer be consideaderoperty Under Development when, (a) such Ptpperalifies as an Income Producing Property o
prior to substantial completion of the constructieork with respect to the property, such constarctvork has ceased for a period of thirty (30) daysvhick
case such Property shall be considered Speculadive until such time as construction has resumed.

“ Quarterly Stock Repurchase/Joinder Stateniemeans a certificate, prepared on a quarterly dasithe Principal Borrower, setting forth (a)
classes, number and value of any shares or otiderees of Equity Interests of the Principal Boreowwurchased, redeemed, retired or otherwise aed)éin
value by the Principal Borrower during the immeelatreceding fiscal quarter, and the total amqaid for such Equity Interests, (b) detailed catiohs fo
(i) gross asset sales proceeds and Net Asset Baleseds from (A) Dispositions not involving Spetivie Land and (B) Dispositions of Speculative Laim
each case for the immediately preceding fiscal tguafii) a projection of expected Dispositions fhe four fiscal quarters following the quarterereinced i
clause (i) on a quarter by quarter basis, and diiiist of all Subsidiaries acquired or createdimtythe immediately preceding fiscal quarter, tbgetwith ¢
schedule of the assets owned by each such Sulgsidiar

“ Recourse Debt shall mean, with respect to any Person, all Ineléhess of such Person that is not NRecourse Debt; provided, that, for purpose
clarification, Guarantees of such Person of the-Renourse Debt of a third party shall be considdtedourse Debt of such Person to the extent of
Person's Guarantee (unless recourse with respsattoGuarantee is specifically limited to cer@ssets of such Person); provided further thatthflempurpos
of calculating the financial covenant set forthiSaction 7.08(b) “Recourse Debtshall include 50% of the Indebtedness related ¢oRNC Credit Facility (i
the extent the actual principal amount of such lmegness does not exceed $50,000,000; with anyssxaer $50,000,000 being fully counted for purpas
such calculation).

“ Register” has the meaning specified in Section 10.06(c)

“ Registered Public Accounting Firtnhas the meaning specified in the Securities Lavdssiall be independent of the Borrowers as presdtrity th
Securities Laws.

“REIT " means a Person qualifying for treatment as al ‘@state investment trust” under the Code.

“ Related Partie§ means, with respect to any Person, such Pesséffiliates and the partners, directors, officesmployees, agents and advisor
such Person and of such Person’s Affiliates.

“ Reportable Event means any of the events set forth in Section 404%(&ERISA, other than events for which the 30 dayice period has be
waived.

“ Required Lender$ means, as of any date of determination, Lendetdifg in the aggregate at leastixty-six and two-thirds of one percent (66-
2/3%) of the Total Outstandings; provided that goetion of the Total Outstandings held or deemeld g, any Defaulting Lender shall be excluded
purposes of making a determination of Required eend

“ Responsible Officef means the chief executive officer, president, cbgdrating officer, chief financial officer, genemunsel or treasurer o
Loan Party, or any other individual who may fromméi to time be authorized by the Board of Directafrthe Principal Borrower to serve as ReSponsibl
Officer” for the purposes hereof. Any document deliveregumader that is signed by a Responsible Officea hban Party shall be conclusively presume
have been authorized by all necessary corporattnguahip and/or other action on the part of sudarL Party and such Responsible Officer sha
conclusively presumed to have acted on behalf dfl fwan Party.
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“ Restricted Paymerit means (a) any dividend or other distribution, dimcindirect, on account of any shares of anysclfsthe Equity Interests
any Consolidated Party, now or hereafter outstandimcluding any payment of dividends by the PriatiBorrower necessary to retain its status as i RE
to meet the distribution requirements of Sectio@ 8 the Internal Revenue Code and any distribstibyp Highwoods Realty Limited Partnership to
Principal Borrower necessary to allow the PrinciBatrower to maintain its status as a REIT or teetrtbe distribution requirements of Section 85%he
Internal Revenue Code), (b) any redemption, retreysinking fund or similar payment, purchasetbeoacquisition for value, direct or indirect,afy share
of any class of the Equity Interests of any Comstéd Party, now or hereafter outstanding, (c) @ayment made to retire, or to obtain the surrendeany
outstanding warrants, options or other rights u@e shares of any class of the Equity Interektsg Consolidated Party, now or hereafter outstapend (d
to the extent not otherwise accounted for in it€a)s— €) above, any payments, dividends or distributiohany type made by any Consolidated Party
respect to operating partnership units to the éxdtributable to Highwoods Realty Limited Partrieps

“ Restricted Period means any period of time during which the Borrowsase, as a direct result of an adjustment of tapit@lization Rate by ti
Lenders in accordance with the terms of the dédimibf such term (and for no other reason), fati@aneet any of the financial covenants set fortrein
subject to the following: (a) each such period lsbainmence as of the first day on which any sughsichent occurs and no Restricted Period shalk exih
respect to a given adjustment in the CapitalizaRarte to the extent such adjustment does not, #gedirst day on which such adjustment occursseat
Borrowers to fail to meet any of the financial cogats set forth herein; and (b) a Restricted Peiriodffect with respect to any given adjustmenthie
Capitalization Rate shall end on the earlier ott{§ date occurring one hundred twenty (120) dalleviing the date of the applicable adjustment éidhe
date on which the Borrowers are again in compliamitie all financial covenants which were previouslglated as a result of such adjustment.

“ S&P " means Standard & Poor’s Ratings Services, aidivisf The McGraw-Hill Companies, Inc., and any cegsor thereto.
“ SarbanegOxley” means the Sarbanes-Oxley Act of 2002.

“ Scheduled Funded Debt Paymehtmeans, for a given period, the sum of (a) all solestipayments of principal on Funded Indebtednesshk
Consolidated Parties on a consolidated basis toafiplicable period ending on such date (includigprincipal component of payments due on cafatse
during the applicable period), plus (b) an amountad to the aggregate of all scheduled paymengsio€ipal on Funded Indebtedness for each Uncootestali
Affiliate for the applicable period (including thgrincipal component of payments due on capitaldsaduring the applicable period), multiplied by
respective Unconsolidated Affiliate Interest of leatich entity, plus (c) the amount of the aggregatgnents made by the Consolidated Parties duriokt
period as a result of any guaranties of rental imedevels (or shortfalls) or menanting costs (including tenant improvements, inpexpenses, lea
commissions and any other costs associated witugrg new tenants), plus (d) the amount of theeggte payments made by any Unconsolidated A#il&
during such period as a result of any guarantie®iofal income levels (or shortfalls) or texanting costs (including tenant improvements, impexpense
lease commissions and any other costs associatiegricuring new tenants), multiplied by the resipecUnconsolidated Affiliate Interest of each sxttity;
it being understood that Scheduled Funded Debt Batarshall not include any one-time “bullet”, “lurapm” or “balloon”payments due on the repayment
of Funded Indebtedness.

“ SEC" means the Securities and Exchange CommissicamnyiGovernmental Authority succeeding to any opiiacipal functions.

“ Secured Debt means, for any given calculation date, (a) the toggregate principal amount of any Indebtednese(adhan Indebtedness incur
hereunder) of the Consolidated Parties, on a cmaet basis, that is (i) secured in any mannearbylien or (ii) entitled to the benefit of a negatpledg:
(other than under this Agreement), pli the total aggregate principal amount of anyelitddness (other than Indebtedness incurred hesguafleac
Unconsolidated Affiliate that is (i) secured in amanner by any lien or (ii) entitled to the benefita negative pledge (other than under this Ageseh
multiplied by the Unconsolidated Affiliate Interegtith respect to each such Unconsolidated Affiliaiedebtedness in respect of obligations undet
capitalized lease shall not be deemed to be “Sddbebt.”
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“ Securities Laws means the Securities Act of 1933, the Securiieshange Act of 1934, Sarban@sley and the applicable accounting and aud
principles, rules, standards and practices prontediyapproved or incorporated by the SEC or thdi®@mmpany Accounting Oversight Board, as eacthe
foregoing may be amended and in effect on any egiplié date hereunder.

“ Speculative Land means, at any given time, all land owned by anlj&ct Party that has not been developed and isurcgntly being developed.

“ StraightLining of Rents” means, with respect to any lease, the method bghareint received with respect to such lease isiderexd earned equa
over the term of such lease despite the existeh@eany free rent periods under such lease ahary rent step up provisions under such lease.

“ Subject Partie$ means the Principal Borrower and each of its &lidses and Affiliates.

“ Subsidiary” means, as to any entity, a corporation, partneyiipt venture, limited liability company or othbusiness entity (a) of which a majo
of the shares of securities or other interestsrizagrdinary voting power for the election of direst or other governing body (other than securiiemterest
having such power only by reason of the happenfreg @ontingency) are at the time beneficially ownedthe management of which is otherwise contdg
directly, or indirectly through one or more intemliggies, or both, by such Person or (b) the finargtiatements of which are required, pursuant téABAo be
consolidated with such entity.

“ Supermajority Lenders means, as of any date of determination, Lendeldiig in the aggregate at leasteventyfive percent (75.0%) of the To
Outstandings;_providethat the portion of the Total Outstandings heldleemed held by, any Defaulting Lender shall beusad for purposes of making
determination of Required Lenders.

“ Swap Contract means (a) any and all rate swap transactions, basigs, credit derivative transactions, forware teansactions, commodity swe
commodity options, forward commodity contracts, iggar equity index swaps or options, bond or bpnide or bond index swaps or options or forwardd
or forward bond price or forward bond index trarigers, interest rate options, forward foreign exa@transactions, cap transactions, floor tranmasticolla
transactions, currency swap transactions, ccasency rate swap transactions, currency optigpst contracts, or any other similar transactionsaam,
combination of any of the foregoing (including asptions to enter into any of the foregoing), whetbienot any such transaction is governed by ojesiiic
any master agreement, and (b) any and all trasectf any kind, and the related confirmations,olitare subject to the terms and conditions of,awegnet
by, any form of master agreement published by titerhational Swaps and Derivatives Association,,lany International Foreign Exchange Ma
Agreement, or any other master agreement (any swadter agreement, together with any related schedal “ Master Agreemeri}, including any suc
obligations or liabilities under any Master Agreeme

“ Swap Termination Valué means, in respect of any one or more Swap Contraftes taking into account the effect of any Iégahforceable nettir
agreement relating to such Swap Contracts, (&drigrdate on or after the date such Swap Contrasts been closed out and termination value(s) détexir
accordance therewith, such termination value(s), (B for any date prior to the date referencedl@use (a), the amount(s) determined as the mankatie
value(s) for such Swap Contracts, as determineeldoagon one or more migiarket or other readily available quotations predidy any recognized deale
such Swap Contracts (which may include a LendangrAffiliate of a Lender).

“ Synthetic Lease Obligatiohmeans the monetary obligation of a Person unalea (So-called synthetic, difalance sheet or tax retention lease, c
an agreement for the use or possession of propersiting obligations that do not appear on therzaaheet of such Person but which, upon the iesoivo
bankruptcy of such Person, would be characterizdti@indebtedness of such Person (without regaaddounting treatment).

“ Tangible Net Worth’ means, as of any date, the sum of (a) stockh@deguity (as stated in the consolidated finandetlesnents of the Princig
Borrower), plus(b) accumulated depreciation with respect to reakts (to the extent deducted in determining stdkins’ equity), lesgc) the value of a
Intangible Assets of the Consolidated Parties ooresolidated basis (to the extent included in deiting stockholderséquity), in each case as determine
accordance with GAAP.
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“ Taxes” means all present or future taxes, levies, impahities, deductions, withholdings, assessments, éeeother charges imposed by
Governmental Authority, including any interest, gidas to tax or penalties applicable thereto.

“ Threshold Amount means $10,000,000.00.
“ TL/TA Ratio " means, as of any date of calculation, the rati@)drotal Liabilities to (ii) Total Asset Value.

“ Total Asset Value” means, as of any date of determination, the sunwitifiout duplication, (a) the aggregate Value dflatome Producin
Properties; plugb) the aggregate Value of all Non-Income Produdpngperties; plugc) cash and cash equivalents held by the LoarieBaglus(d) up tc
$50,000,000 (in the aggregate) in notes receivedded to secured first mortgage or mezzaninenéimgs pursuant to each of which the initial loarcots
ratio is not in excess of 75.0%.

“ Total Liabilities " means, as of any date of determination, the surfa)ofotal liabilities of the Consolidated Parties @ consolidated basis,
determined in accordance with GAAP, plus (b) an amicequal to the aggregate of total liabilities, determined in accordance with GAAP, of €
Unconsolidated Affiliate multipliedby the respective Unconsolidated Affiliate Intereeach such entity (except to the extent any Larty would be legal
liable for a greater percentage of such liabiljties which such larger percentage shall be useld)s fc) without duplication, the Indebtedness of
Consolidated Parties on a consolidated basis mlusvithout duplication, the aggregate Indebtednefseach Unconsolidated Affiliate multiplied by -
respective Unconsolidated Affiliate Interest of leauch entity (except to the extent any Loan Paxiuld be legally liable for a greater percentageswdt
Indebtedness, in which case such larger percestzjebe used).

“ Total Outstanding$ means the aggregate Outstanding Amount of alhloa

“ Transfer Authorizer Designation Forfrmeans a form substantially in the form of Exhibib be delivered to the Administrative Agent purdua
Section 4.01(a), as the same may be amended eestatmodified from time to time with the prior tten approval of the Administrative Agent.

“ Type " means, with respect to a Loan (or any portiomeh#, its character as a Base Rate Loan or a BlasdRate Loan.

“ Unconsolidated Affiliate Interest means the percentage of the Equity Interests oviayed Consolidated Party in an Unconsolidated A
accounted for pursuant to the equity method of aeting under GAAP.

“ Unconsolidated Affiliate’ means any corporation, partnership, associatiamt, y@nture or other entity in each case whichasaxConsolidated Pa
and in which a Consolidated Party owns, directlyndirectly, any Equity Interest.

“ Unencumbered Assetsmeans, as of any date of determination, all Praggethat are not subject to any Liens or Negatiegldes and which a
wholly-owned by a Loan Party.

“ Unencumbered Asset Valdemeans the sum of, without duplication, (a) thduéaof all Properties (other than Freased Development Properti
that are Unencumbered Assets; plosthe Value of all Pre-Leased Development Progethat are Unencumbered Assets, fji)sthe Value of unrestrict:
cash and cash equivalents held by the Credit Badithe extent constituting proceeds from asdes sd assets previously qualifying as Unencumbéeskt:
completed within the previous ten (10) days; predidhowever, that to the extent the Value of Rrased Development Properties included in the at
calculated pursuant to clause (b) above, as datedron any calculation date, exceeds ten percOr@¥d) of the total Unencumbered Asset Value, sualué
of PreLeased Development Properties to be included irc#teulation of Unencumbered Asset Value shall @raatically reduced to an amount whic
equal to ten percent (10.0%) of the total Unencueibésset Value (before taking into account theiscéidn in the total Unencumbered Asset Value rasy
from such reduction).
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“ Unfunded Pension Liability means the excess of a Pension Rdrenefit liabilities under Section 4001(a)(16)ERISA, over the current value
that Pension Plar’assets, determined in accordance with the asgmaptised for funding the Pension Plan pursuarBdction 412 of the Code for 1
applicable plan year.

“ United States and “ U.S.” mean the United States of America.

“ Unsecured Debt means, for any given calculation date, the tota@gregate principal amount of Indebtedness of thesGlisteted Parties, on
consolidated basis, that is not Secured Debt (tetuall Indebtedness in respect of obligationseurathy capitalized leases); it being understootiimsecure
Debt shall not include principal amounts availablée drawn (but not drawn) under outstanding ccments.

“Value” means:

@) with respect to any Income Produdfngperty, either (i) the Annualized Adjusted NObahble to such Property, divided by
Capitalization Rate or (i) with respect to the azdhtion of the value of such Income Producing Bropfor purposes of the Total Asset Ve
calculation only and to the extent specifically wested by the Principal Borrower in writing wittspect to such Income Producing Property ¢
prior to the applicable date of calculation, therapsed value of such Income Producing Propertyyided, that (y) such appraisal shall be in forrd
substance acceptable to the Administrative Ageiitsinliscretion and that the “Valugf an Income Producing Property for purposes oémbeininc
Total Asset Value may not be determined by refezetacits appraised value for a period in excessn# calendar year during the term of
Agreement and (z) to the extent that any such Iecétroducing Properties are owned by an Unconselidafffiliate, any appraised value u:
pursuant to subclause (ii) above shall be multiblig the applicable Unconsolidated Affiliate Intgravith respect thereto; and

(b) with respect to any Pteased Development Property, the undepreciated bahkle of such Property or assets (as determir
accordance with GAAP); provided, that to the exteat any such Preeased Development Properties are owned by an Wotidated Affiliate, suc
value shall be multiplied by the applicable Uncdiusded Affiliate Interest with respect theretodan

(c) with respect to any other Nmmome Producing Property (including, without ligtibn, Properties qualifying as Acquil
Properties, Speculative Land and Properties Undareldpment) or other assets held by any Personhwthic not qualify as Income Produc
Properties:

0] for all calculations other than thastated to Unencumbered Asset Value, the undegteetbook value of such Property

assets (as determined in accordance with GAAP); and

(i) for all calculations related to Uremmbered Asset Value, the Annualized Adjusted N@table to such Property, divid
by the Capitalization Rate;

provided, in each case, that to the extent thatsacit Nonlncome Producing Properties are owned by an Undiolased Affiliate, such valu
shall be multiplied by the applicable Unconsolidbtdfiliate Interest with respect thereto

“ Voting Stock” means, with respect to any Person, Equity Interigsteed by such Person the holders of which armanity, in the absence
contingencies, entitled to vote for the electiondwéctors (or persons performing similar functipog such Person, even though the right so to hatebee
suspended by the happening of such a contingency.

“ Wholly Owned Subsidiary means, (a) with respect to Highwoods Realty, amgctlior indirect Subsidiary of Highwoods Realty ¥©0f whos:
Voting Stock is owned by (i) Highwoods Realty, ({jghwoods Realty and Highwoods Properties, of Highwoods Realty and one or more of Highwc
Properties or another Wholly Owned Subsidiary oftioods Realty and (b) with respect to HighwoodspBrties, (i) Highwoods Realty, (i) any Whc
Owned Subsidiary of Highwoods Realty, or (iii) atiyect or indirect Subsidiary of Highwoods Propestil00% of whose Voting Stock is owned by Highwt
Properties or by one or more of Highwoods Realty aiWholly Owned Subsidiary of Highwoods Realty.
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1.02 Other Interpretive Provisions .

With reference to this Agreement and each othenl@acument, unless otherwise specified herein suth other Loan Document:

(a) The definitions of terms herein stzgdply equally to the singular and plural formgiaé terms defined. Whenever the context
require, any pronoun shall include the correspandiasculine, feminine and neuter forms. The woiidslude,” “ includes” and “ including” shal
be deemed to be followed by the phrase “withouitéitton.” The word “_will” shall be construed to have the same meaning fiact @s the word “
shall .” Unless the context requires otherwise, (i) anyni@din of or reference to any agreement, instrum@nbther document (including &
Organization Document) shall be construed as fiefgto such agreement, instrument or other docuragrfitom time to time amended, suppleme
or otherwise modified (subject to any restricti@mssuch amendments, supplements or modificatianfoth herein or in any other Loan Docume
(ii) any reference herein to any Person shall bestraed to include such Person’s successors aighas§ii) the words “ herein’ “ hereof” and *“
hereunder” and words of similar import when used in any Loastlment, shall be construed to refer to such Loacunent in its entirety and not
any particular provision thereof, (iv) all referescin a Loan Document to Articles, Sections, Exhilaind Schedules shall be construed to ref
Articles and Sections of, and Exhibits and Schegltdethe Loan Document in which such referenceea (v) any reference to any law shall inc
all statutory and regulatory provisions consolidgfiamending, replacing or interpreting such law any reference to any law or regulation s
unless otherwise specified, refer to such law gulaion as amended, modified or supplemented fiora to time, and (vi) the words “ asSeand “
property” shall be construed to have the same meaning aadteffid to refer to any and all tangible and initalegassets and properties, incluc
cash, securities, accounts and contract rights.

(b) In the computation of periods of tifnem a specified date to a later specified ddte word “ from” means “ from and including
the words “ td’ and “ until” each mean “ to but excludingyand the word “ through means “ to and including

(c) Section headings herein and in therottoban Documents are included for convenienceetdrence only and shall not affect
interpretation of this Agreement or any other L&otument.
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1.03 Accounting Terms.

(@) Generally All accounting terms not specifically or compligt defined herein shall be construed in conformitth, and all financial da
(including financial ratios and other financial @ahtions) required to be submitted pursuant te fgreement shall be prepared in conformity withAR
applied on a consistent basis, as in effect frone tio time, applied in a manner consistent with tiszd in preparing the Audited Financial Statesientcep
as otherwise specifically prescribed herein.

(b) Changes in GAAPThe parties hereto acknowledge and agree tlataify time any change in GAAP would affect thenpatation of an
financial ratio or requirement set forth in any bdaocument, and either the Borrowers or the Reduienders shall so request, the Administrative Age
Lenders and the Borrowers shall negotiate in g@ith fo amend such ratio or requirement to pres#reeoriginal intent thereof in light of such chanig
GAAP (subject to the approval of the Required Lesyeprovidedthat, until so amended, (i) such ratio or requiremérsliscontinue to be computed
accordance with GAAP prior to such change thereih @) the Borrowers shall provide to the Adminéive Agent and the Lenders financial statement
other documents required under this Agreement oreasonably requested hereunder setting forth encdl@tion between calculations of such ratic
requirement made before and after giving effectth change in GAAP.

(c) Harborview Carv®ut. Notwithstanding anything to the contrary conggirherein, for purposes of determining the findreffects of th
Harborview Project, which would otherwise qualify @ sold property which would be required by GAARdmain on the consolidated financial statemef
any one or more of the Consolidated Parties asudtref applying the financing, profit sharing dher alternative accounting methods prescribedargagraph
25 to 29 of Financial Accounting Standards Boa@e3hent of Financial Accounting Standards No. @&cbunting for Sales of Real Estatéssued Octobe
1982 (“ FAS 66"), such provisions of FAS 66 shall, for the duratidrtlos Agreement, not be reflected for purposesaitulating the financial covena
contained in the Loan Documents. For purposedasffication, all real estate transactions othernththe Harborview Project shall, for the duratidrtros
Agreement, be accounted for using standard GAABwtg (including application, as applicable, afggraphs 25 to 29 of FAS 66).

(d) Consolidation of Variable Interesttifies . All references herein to consolidated finangttements of the Principal Borrower anc
Subsidiaries or to the determination of any amdonthe Principal Borrower and its Subsidiarieseoconsolidated basis or any similar reference simadiacl
case, be deemed to include each variable intergty e¢hat the Principal Borrower is required tonsolidate pursuant to FASB Interpretation No.-46
Consolidation of Variable Interest Entities: areipiretation of ARB No. 51 (January 2003) as if suafiable interest entity were a Subsidiary asrefihereir

(e) Treatment of Equity Interests SubjecRedemption Notices Notwithstanding anything contained herein to toatrary or anything s
forth in GAAP to the contrary, all Equity Interestsnstituting preferred stock of Highwoods Promartihat is the subject of an outstanding redemptaite
from Highwoods Properties shall, for purposes ef$ection 7.0&nancial covenant calculations required to be grened herein and any other determinatic
the liabilities or the Indebtedness of Highwoodsgerties (regardless of whether liabilities or Inidgelness of any other Persons are included in
calculation) shall be treated as equity rather thara liability for purposes of this Agreement;\pded, that such treatment shall be given subjedht
following terms and conditions: (i) the treatmeifitamy given share of Highwoods Propertipséferred stock as equity during any redemptiorifination
period shall not exceed a period of sixty (60) ddysng the term of this Agreement (provided, ttegt status of such share shall, following any ssigty (60
day period, be subject to interpretation under GAARd (ii) the treatment of any given share of higbds Propertiespreferred stock as equity when s
share would otherwise be treated as a liabilityspant to GAAP shall be effective only with respecshares of preferred stock that are subjecteaiting o
mandatory redemption notices.

® Joint Ventures Except to the extent otherwise set forth heréiany Borrower, any Loan Party or any of theispective subsidiaries ent
into a joint venture agreement or similar arrangetyi®r purposes of calculating the financial comets set forth in_Section 7.0&ny such investment will
treated on a pro rata basis and the Borrowersheittredited with their pro rata share of the inc@me investment and will be charged with its prta ighare ¢
the expenses and liabilities, including Indebtedreesd debt service. If however, any Indebtednéasj@int venture of any type is recourse to anyrBwer o
any other Loan Party, then the greater of the Boere’ pro rata portion of the debt or the portion of trebdt which is recourse to the Borrowers or suchn
Party shall be used in calculating the financiales@nts set forth in Section 7.08

1.04 Rounding .

Any financial ratios required to be maintained bg Borrowers pursuant to this Agreement shall beutated by dividing the appropriate compor
by the other component, carrying the result to plaee more than the number of places by which satib is expressed herein and rounding the regultt
down to the nearest number (with a rounding-upeéfeé is no nearest number).

1.05 Times of Day.
Unless otherwise specified, all references heretimes of day shall be references to Eastern Tdaglight or standard, as applicable).

1.06 Calculation of Values.

To the extent any calculation of the value of angperty contained herein is based on the appraigke of such Property, the Administrative Ac
shall have the right, in its discretion (or at tequest of the Required Lenders) to obtain, intaadito any appraisals obtained on or prior todhaé hereo
additional appraisals with respect to each suclpdtp not more than once every twelve (12) calemdanths after the date hereof, and such cost di
additional appraisals shall be paid by BorrowethenAdministrative Agent on demand pursuant toiSect0.04hereof.
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1.07 Joint and Several Liability of the Borrowers.

(@)  Each of the Borrowers is accepting joint aaderal liability hereunder in consideration of fimancial accommodation to be
provided by the Lenders under this Agreement,Herrhutual benefit, directly and indirectly, of eadtthe Borrowers and in consideration of the
undertakings of each of the Borrowers to accepit jmnd several liability for the obligations of baaf them.

(b)  Each of the Borrowers jointly and severally hergbgvocably and unconditionally accepts, not meesya surety but also a
co-debtor, joint and several liability with the oth@orrowers with respect to the payment and perfoceanf all of the Obligations arising under
Agreement and the other Loan Documents, it beiegrttention of the parties hereto that all the @dtiions shall be the joint and several obligatiof
each of the Borrowers without preferences or distsim among them.

(c) If and to the extent that any of the Borrowers Isfaédll to make any payment with respect to anyhaf obligations hereunder
and when due or to perform any of such obligationsccordance with the terms thereof, then in eaaih event, the other Borrowers will make ¢
payment with respect to, or perform, such obligatio

(d) The obligations of each Borrower under thevpgions of this_Section 1.0gonstitute full recourse obligations of s
Borrower, enforceable against it to the full extehits properties and assets, irrespective ofvtielity, regularity or enforceability of this Ageenen
or any other circumstances whatsoever.

(e) Except as otherwise expressly provided herein, &uarinower hereby waives notice of acceptance ofaitst and sever:
liability, notice of occurrence of any Default ovdnt of Default (except to the extent notice isresgly required to be given pursuant to the terf
this Agreement), or of any demand for any paymenteun this Agreement, notice of any action at ametitaken or omitted by the Administrat
Agent and/or Lenders under or in respect of anthefObligations hereunder, any requirement of eilige and, generally, all demands, notices
other formalities of every kind in connection withis Agreement. Each Borrower hereby assents rid, waives notice of, any extension
postponement of the time for the payment of anthefObligations hereunder, the acceptance of artjappayment thereon, any waiver, conser
other action or acquiescence by the Administrathgeent and/or Lenders at any time or times in respéany default by any Borrower in 1
performance or satisfaction of any term, covenantdition or provision of this Agreement, any art ather indulgences whatsoever by
Administrative Agent and/or Lenders in respectmf af the Obligations hereunder, and the takingijtazh, substitution or release, in whole or inff
at any time or times, of any security for any ofts@bligations or the addition, substitution oregse, in whole or in part, of any Borrower. Witt
limiting the generality of the foregoing, each Bmwer assents to any other action or delay in actinginy failure to act on the part of
Administrative Agent and/or Lenders, including, lvatit limitation, any failure strictly or diligentljo assert any right or to pursue any remedy
comply fully with applicable laws or regulationseteunder which might, but for the provisions oftliection 1.07 afford grounds for terminatir
discharging or relieving such Borrower, in wholeimpart, from any of its obligations under thiscBen 1.07, it being the intention of each Borrov
that, so long as any of the Obligations hereunderain unsatisfied, the obligations of such Borroweder this Section 1.05hall not be discharg
except by performance and then only to the extérgush performance. The obligations of each Boemwnder this_Section 1.05hall not b
diminished or rendered unenforceable by any windipgreorganization, arrangement, liquidation, nstauction or similar proceeding with respec
any reconstruction or similar proceeding with resge any Borrower, the Administrative Agent or dmgnder. The joint and several liability of
Borrowers hereunder shall continue in full forcel affect notwithstanding any absorption, mergeralgamation or any other change whatsoev
the name, membership, constitution or place of &iom of any Borrower, the Administrative Agentaoy Lender.
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® The provisions of this Section 1.@re made for the benefit of the Administrative Agend the Lenders and their respec
successors and assigns, and may be enforced suahyPerson from time to time against any of thedeers as often as occasion therefor may
and without requirement on the part of any Lendst fo marshal any of its claims or to exercisg ahits rights against any of the other Borrower
to exhaust any remedies available to it againstddrifie other Borrowers or to resort to any ottarrse or means of obtaining payment of any o
Obligations or to elect any other remedy. Withluiting the generality of the foregoing, each Bower hereby specifically waives the benefit
N.C. Gen. Stat. §826-7 through 26-9, inclusivethe extent applicable. The provisions of this Bectl.07 shall remain in effect until all tl
Obligations hereunder shall have been Fully Satisfi

(@) Notwithstanding any provision to the contrary camea herein or in any other of the Loan Documethis,obligations of ear
Borrower hereunder shall be limited to an aggregate®unt equal to the largest amount that wouldreotler its obligations hereunder subjec
avoidance under Section 548 of the Bankruptcy @Qudey comparable provisions of any applicablecstaw.

1.08 Appointment of Principal Borrower as Agent for Borrowers.

Each of the Borrowers hereby appoints the Prindgmtower to act as its exclusive agent for allpmges under this Agreement and the other
Documents (including, without limitation, with resg to all matters related to the borrowing, repagtrand administration of Loans as describedriicles 1|
and_lll hereof). Each of the Borrowers acknowledges amdesgthat (a) the Principal Borrower may executd slocuments on behalf of all the Borrower
the Principal Borrower deems appropriate in ite stiscretion and each Borrower shall be bound loy abligated by all of the terms of any such docut
executed by the Principal Borrower on its behddj,dny notice or other communication delivered iy Administrative Agent or any Lender hereundetht
Principal Borrower shall be deemed to have beeivateld to each of the Borrowers and (c) the Adntiatsze Agent and each of the Lenders shall actaam
shall be permitted to rely on) any document or egrent executed by the Principal Borrower on betfathe Borrowers (or any of them). The Borrowernssl
act through the Principal Borrower for all purposesler this Agreement and the other Loan DocumeXtgwithstanding anything contained herein to
contrary, to the extent any provision in this Agreat requires any Borrower to interact in any marwiéh the Administrative Agent or the Lenders, I
Borrower shall do so through the Principal Borrower

ARTICLE Il
THE COMMITMENTS AND CREDIT EXTENSIONS
2.01 Loans.

(@) Making of Loans Subject to the terms and conditions set fortthist Agreement, on the Closing Date each Lendezrsdly and not jointl
agrees to make a loan (a “Loan”) to the Borrowera principal amount equal to such LendeCommitment. Once repaid, the principal amourg bban ma
not be reborrowed.

(b) Funding of Loans Promptly after receipt of the Notice of Borroginnder the immediately following Section 2.0the Administrativ
Agent shall notify each Lender of the proposed deing. Each Lender shall deposit an amount equtie Loan to be made by such Lender to the Bons
with the Administrative Agent at the Administrativgent’s Office, in immediately available funds not latean 10:00 a.m. on the Closing Date. Subje
fulfillment of all applicable conditions set fortterein, the Administrative Agent shall make avdéato the Borrowers in the account specified in Tnansfe
Authorizer Designation Form, not later than 1:0 pon the Closing Date, the proceeds of such arsaectived by the Administrative Agent.

2.02 Borrowings, Conversions and Continuations of Loan.

(@  The making of the Loans on the Closing Date, eattversion of Loans from one Type to the other, @ach continuation
Eurodollar Rate Loans shall be made upon the Bars\wirrevocable notice to the Administrative Agent (elninotice shall be delivered by
Principal Borrower), which may be given by teleporiEach such notice must be received by the Aditnative Agent not later than 11:00 a.m. tl
(3) Business Days prior to the requested dateeBitrrowing, of any conversion to or continuatidrEoirodollar Rate Loans or of any conversio
Eurodollar Rate Loans to Base Rate Loans. Eaephehic notice by the Borrowers pursuant to thistiSe 2.02(a)must be confirmed promptly
delivery to the Administrative Agent of a writterotice of Borrowing, Notice of Conversion or Noticg
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Continuation, as applicable, appropriately completed signed by a Responsible Officer of the PpiaicBorrower. The making of, conversion tc
continuation of Eurodollar Rate Loans shall be priacipal amount of $2,000,000 or a whole multipfe1,000,000 in excess thereof. The makir
or conversion to Base Rate Loans shall be in acipah amount of $500,000 or a whole multiple of 8100 in excess thereof. Each Notic
Conversion and Notice of Continuation (whetherghteic or written) shall specify (i) whether therBawers are requesting a conversion of Lt
from one Type to the other, or a continuation ofdgellar Rate Loans, as applicable, (ii) the reteetslate of the conversion or continuation, a:
case may be (which shall be a Business Day) li@)principal amount of Loans to be converted attioned, (iv) the Type of Loans to which exist
Loans are to be converted, and (v) if applicaltle,duration of the Interest Period with respectdtoe If the Borrowers fail to specify a Type abdr
in a Notice of Conversion or Notice of Continuatianif the Borrowers fail to give a timely Noticé Gontinuation, then the applicable Loans sha
continued as one month Eurodollar Rate Loans. #urch automatic continuation of one month EuroddRate Loans shall be effective as of the
day of the Interest Period then in effect with extpto the applicable expiring Eurodollar Rate Loalf the Borrowers request a conversion tc
continuation of, Eurodollar Rate Loans in any suaotice, but fail to specify an Interest Period, Barrowers will be deemed to have requeste
Interest Period of one month.

(b) If no timely Notice of Conversion or Contittiom is provided by the Borrowers, the AdministvatiAgent shall notify each
Lender of the details of any automatic convers@maorte month Eurodollar Rate Loans described irpteeeding subsection.

(c) Except as otherwise provided herein, a EutadRate Loan may be continued or converted onlyhe last day of an Interest
Period for such Eurodollar Rate Loan. During tkistence of a Default, no Loans may be converteat wontinued as Eurodollar Rate Loans without
the consent of the Required Lenders.

(d)  The Administrative Agent shall promptly ngtithe Borrowers and the Lenders of the interest agplicable to any Interest
Period for Eurodollar Rate Loans upon determinatibsuch interest rate.

(e) After giving effect to the Borrowing, all conversi® of Loans from one Type to the other, and alticomtions of Loans as ti
same Type, there shall not be more than 3 Int®esbds in effect with respect to Loans.

2.03 Prepayments.

(@ Generally Except as otherwise provided in the immediatelipwing subsection and subject to Section 2.@e Borrowers may, upon not
to the Administrative Agent, at any time or froormé to time voluntarily prepay Loans in whole orpart without premium or penalty; providéaat (i) sucl
notice must be received by the Administrative Ageat later than 11:00 a.m. (A) three (3) BusinesyDprior to any date of prepayment of Eurodollate
Loans and (B) on the date of prepayment of Base Raans; (ii) any prepayment of Eurodollar Rate nahall be in a principal amount of $5,000,00&
whole multiple of $500,000 in excess thereof; aiiylgny prepayment of Base Rate Loans shall ba principal amount of $500,000 or a whole multipf
$100,000 in excess thereof or, in each case, sf kg entire principal amount thereof then outitt;n Each such notice shall specify the dateandunt o
such prepayment and the Type(s) of Loans to beaehe Administrative Agent will promptly notifgach Lender of its receipt of each such noticd,d
the amount of such LendsrApplicable Percentage of such prepayment. Ifi swuatice is given by the Borrowers, the Borrowedrallsmake such prepaymu
and the payment amount specified in such notiggther with any amount due under the immediatdlgiang subsection (b), shall be due and payabl¢he
date specified therein. Any prepayment of a Eultaddrate Loan shall be accompanied by all accrimgrest on the amount prepaid, together with
additional amounts required pursuant to Sectiob 3.8ach such prepayment shall be applied to thex$. @d the Lenders in accordance with their respe
Applicable Percentages.
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(b)  Prepayment PremiumDuring the periods set forth below, the Borrosveray only prepay the Loans, in whole or in partha prices
(expressed as percentages of principal amounedifdans to be prepaid) set forth below, plus actarel unpaid interest, if any, to the date of pyepent:

Period Percentage
Closing Date to and including February 24, 2 103.00%
February 25, 2012 to and including February 24 3; 101.50%
All times after February 24, 20: 100.00%

The Borrowers acknowledge and agree that the ampaydble by them under this Section in connectidth the prepayment of the Loans i
reasonable calculation of the Lenddost profits in view of the difficulties and impriégality of determining actual damages resultingnirthe prepayment
the Loans.

2.04 Repayment of Loans.

(@) The Borrowers shall repay to the LendershenMaturity Date the aggregate principal amourtazns outstanding on such date in accordance
with Section 2.1hereof.

2.05 Interest .

(&) Subject to the provisions of subsection (b) belywach Eurodollar Rate Loan shall bear interesth® outstanding principal amount the
for each Interest Period at a rate per annum equile Eurodollar Rate for such Interest Period fie Applicable Rate; and (ii) each Base Rate Ldwil

bear interest on the outstanding principal amduertetof from the applicable borrowing date at a pteannum equal to the Base Rate fhesApplicable Rate
(b) 0] If any amount of principal of any Lmés not paid when due (without regard to any aglie grace periods), whether at st

maturity, by acceleration or otherwise, such amainatl thereafter bear interest at a fluctuatirtgriest rate per annum at all times equal to thalleRate t
the fullest extent permitted by applicable Laws.

(i) If any amount (other than princigslany Loan) payable by the Borrowers under anynLbacument is not paid when due (with
regard to any applicable grace periods), whethstaaed maturity, by acceleration or otherwisentbpon the request of the Required Lenders,
amount shall thereafter bear interest at a fluoigainterest rate per annum at all times equahto Default Rate to the fullest extent permitte
applicable Laws.

(i) Upon the request of the Requiredhtlers, while any Event of Default exists, the Baos shall pay interest on the princ
amount of all outstanding Obligations hereundea diuctuating interest rate per annum at all tiregsial to the Default Rate to the fullest ex
permitted by applicable Laws.

(iv) Accrued and unpaid interest on ghst amounts (including interest on past due intesésll be due and payable upon demand.
(c) Interest on each Loan shall be due and payableréars on each Interest Payment Date applicabtettheand at such other times as ma

specified herein. Interest hereunder shall be aug payable in accordance with the terms hereafreednd after judgment, and before and afte
commencement of any proceeding under any DebtoeRelw.
2.06 Fees.
The Borrowers shall, without duplication of any edocumented herein, pay to the Arranger and thaiddtrative Agent any such other fee:

mutually agreed to (including any fees pursuanthi® Fee Letter). Such fees shall be fully earnéérwpaid and shall not be refundable for any re
whatsoever, except as otherwise specifically agreed
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2.07 Computation of Interest and Fees.

All computations of fees and interest shall be madéhe basis of a 36ay year and actual days elapsed (which resultsare fees or interest,
applicable, being paid than if computed on thedabia 365day year). Interest shall accrue on each Loath@®iday on which the Loan is made, and sha
accrue on a Loan, or any portion thereof, for tag dn which the Loan or such portion is paid, pdedthat any Loan that is repaid on the same day oglwit
is made shall, subject to Section 2.09(bgar interest for one day. Each determinatiothbyAdministrative Agent of an interest rate ae feereunder shall
conclusive and binding for all purposes, absentifesinerror.

2.08 Evidence of Debit.

The Loan made by each Lender shall be evidencezhbyor more accounts or records maintained by kaoder and by the Administrative Agen
the ordinary course of business. The accounteaords maintained by the Administrative Agent aadheLender shall be conclusive absent manifest ef
the amount of the Loan made by the Lenders to threoBrers and the interest and payments thereoly. failure to so record or any error in doing sollshat,
however, limit or otherwise affect the obligatiohtbe Borrowers hereunder to pay any amount owiith) wespect to the Obligations. In the event of
conflict between the accounts and records mairdanyeany Lender and the accounts and records ofdmeinistrative Agent in respect of such matteh
accounts and records of the Administrative Ageralistontrol in the absence of manifest error. ftce the case of any Lender that has advise
Administrative Agent that such Lender does not wanteceive a Note, the Borrowers shall execute deliver to each Lender (through the Administre
Agent) a Note, which shall evidence such Lersl&oan in addition to such accounts or recordshHzender may attach schedules to its Note andree
thereon the date, amount and maturity of its Lazhgayments with respect thereto.

2.09 Payments Generally; Administrative Agen’s Clawback.

() General All payments to be made by the Borrowers shalitade without condition or deduction for any ceucieim, defense, recoupmen
setoff. Except as otherwise expressly provide@iherall payments by the Borrowers hereunder dfalinade to the Administrative Agent, for the accaf
the respective Lenders to which such payment isdpwe the Administrative Agerst’ Office in Dollars and in immediately availablenfis not later the
2:00 p.m. on the date specified herein. The Adstiative Agent will promptly distribute to each ldar its Applicable Percentage (or other applicablare a
provided herein) of such payment in like fundsexsived by wire transfer to such Lendedrending Office; provided that any such paymeitlsto the exter
distributed after the Business Day following therdidistrative Agents receipt thereof, be accompanied by interest ch payment amount (payable by
Administrative Agent) calculated at the Federal daifRate commencing as of the date which is twod@)s following the Business Day following
Administrative Agents receipt of such payment through the date on wtiiehAdministrative Agent makes such payment toapplicable Lender(s). /
payments received by the Administrative Agent a2@0 p.m. shall be deemed received on the nextesualing Business Day and any applicable interefgte
shall continue to accrue. If any payment to be erlayl the Borrowers shall come due on a day otreer thBusiness Day, payment shall be made on tht
following Business Day, and such extension of tghall be reflected in computing interest or feesh@ case may be.

(b) @) Funding by Lenders; Presumptlyy Administrative Agent Unless the Administrative Agent shall have reedinotic
from a Lender prior to the proposed date of ther@wsing of Eurodollar Rate Loans (or, in the caseany Borrowing of Base Rate Loans, prio
12:00 noon on the date of the Borrowing) that duehder will not make available to the Administratigent such Lendes’share of such Borrowir
the Administrative Agent may assume that such Lehds made such share available on such date andeswe with Section 2.02r, in the case
the Borrowing of Base Rate Loans, that such Lehdsrmade such share available in accordance wittatthe time required by Section 2.0anc
may, in reliance upon such assumption, make avaikabthe Borrowers a corresponding amount. Irhsaent, if a Lender has not in fact mad
share of the applicable Borrowing available to Awministrative Agent, then the applicable Lended &ne Borrowers severally agree to pay tc
Administrative Agent forthwith on demand such cepending amount in immediately available funds wittterest thereon, for each day from
including the date such amount is made availabte@édBorrowers to but excluding the date of paynterihe Administrative Agent, at (A) in the ¢
of a payment to be made by such Lender, the greétie Federal Funds Rate and a rate determingdebjdministrative Agent in accordance v
banking industry rules on interbank compensatioth @) in the case of a payment to be made by theoBers, the interest rate applicable to E
Rate Loans. If the Borrowers and such Lender spayl such interest to the Administrative Agent fbe same or an overlapping period,
Administrative Agent shall promptly remit to the Bawers the amount of such interest paid by the®weers for such period. If such Lender pay
share of the applicable Borrowing to the Adminitiea Agent, then the amount so paid shall congtitstich Lendes Loan included in sui
Borrowing. Any payment by the Borrowers shall bighaut prejudice to any claim the Borrowers may dnagainst a Lender that shall have faile
make such payment to the Administrative Agent.
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(i) Payments by Borrowers; PresumptibgsAdministrative Agent Unless the Administrative Agent shall have reedinotice fror
the Borrowers prior to the date on which any paynieiue to the Administrative Agent for the accoahthe Lenders hereunder that the Borroy
will not make such payment, the Administrative Agaray assume that the Borrowers have made suchgrdyon such date in accordance here
and may, in reliance upon such assumption, digtibo the Lenders the amount due. In such evetiei Borrowers have not in fact made ¢
payment, then each of the Lenders severally agoeepay to the Administrative Agent forthwith oardand the amount so distributed to such Le
in immediately available funds with interest theretor each day from and including the date sucbuwarhis distributed to it to but excluding the ¢
of payment to the Administrative Agent, at the ¢geeaf the Federal Funds Rate and a rate deternbypdlde Administrative Agent in accordance \
banking industry rules on interbank compensation.

A notice of the Administrative Agent to any Lendarthe Borrowers with respect to any amount owinder this subsection (b) shall
conclusive, absent manifest error.

(c) Failure to Satisfy Conditions Precederif any Lender makes available to the AdministeatAgent funds for any Loan to be made by
Lender as provided in the foregoing provisionshi$ fArticle Il , and such funds are not made available to theoBams by the Administrative Agent beca
the conditions to the Borrowing set forth_in ArédV are not satisfied or waived in accordance withtémms hereof, the Administrative Agent shall retsuct
funds (in like funds as received from such Lendeguch Lender, without interest.

(d) Obligations of Lenders SeveralThe obligations of the Lenders hereunder to mada@ns and to make payments pursuarection 10.04(
are several and not joint. The failure of any Lemih make its Loan, or to make any payment unéetié 10.04(cpn any date required hereunder shal
relieve any other Lender of its corresponding dailin to do so on such date, and no Lender shakdmonsible for the failure of any other Lendesdomak
its Loan or to make its payment under Section 1@)04

(e) Funding Source Nothing herein shall be deemed to obligate aeyder to obtain the funds for its Loan in any paltr place or manner or
constitute a representation by any Lender thaastdbtained or will obtain the funds for its Loarany particular place or manner.

2.10 Sharing of Payments by Lender:.

If any Lender shall, by exercising any right ofafebr counterclaim or otherwise, obtain paymentaapect of any principal of or interest on its b
resulting in such Lender’s receiving payment ofrapprtion of the aggregate amount of such Loanamiued interest thereon greater than itsratashare
thereof as provided herein, then the Lender resgisuch greater proportion shall (a) notify the Amistrative Agent of such fact, and (b) purchase (fash ¢
face value) participations in the Loans of the pttenders, or make such other adjustments as lsda&tuitable, so that the benefit of all such paymshall b
shared by the Lenders ratably in accordance wihatigregate amount of principal of and accruedésteon their respective Loans and other amounisg
them, providedhat:
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(@ if any such participations are purdtasand all or any portion of the payment giving tisereto is recovered, such participations
be rescinded and the purchase price restored &xteat of such recovery, without interest; and

(ii) the provisions of this Section shalbt be construed to apply to (x) any payment mbglehe Borrowers pursuant to anc
accordance with the express terms of this Agreeroerty) any payment obtained by a Lender as corsiide for the assignment of or sale «
participation in any of its Loans to any assigneearticipant, other than to the Borrowers or amp$Sdiary thereof (as to which the provisions o
Section shall apply).

Each Loan Party consents to the foregoing and agteethe extent it may effectively do so underlipple law, that any Lender acquiring
participation pursuant to the foregoing arrangemenmay exercise against such Loan Party rightstoffsend counterclaim with respect to such parttipn a:
fully as if such Lender were a direct creditor o€ls Loan Party in the amount of such participation.

2.11 Maturity Date .

(@) Maturity Date Subject to the provisions of clause (b) of Béction 2.11 the Borrowers shall, on February 24, 2016 (tihdaturity Date”),
cause the Obligations (including, without limitatjall outstanding principal and interest on thah®and all fees, costs and expenses due and awnitey th:
Loan Documents) to be paid in full.

(b) Satisfaction of Obligations Upon AcceleratiofNotwithstanding anything contained herein oany other Loan Document to the contrar
the extent any of the Obligations are accelerat@gyant to the terms hereof (including, withoutitation, Section 8.0%ereof), the Borrowers sh:
immediately upon the occurrence of such acceleratause such accelerated Obligations to be pdidlin

(c) Conflicting Provisions This Section shall supersede any provisionsitti8n 2.10or 10.01to the contrary.

2.12 Additional Loans .

The Borrowers shall have the right at any time fiach time to time during the period beginning oe tblosing Date to but excluding the date 90
prior to the Maturity Date to request additionalabs by providing written notice to the AdministvatiAgent, which notice shall be irrevocable onogeg
provided, however, that after giving effect to any such increasesapgregate amount of the Loans shall not exce@d,$30,000. Each such increase ir
Loans must be an aggregate minimum amount of $8M00 and integral multiples of $10,000,000 in escthereof. The Agent shall promptly notify €
Lender upon receipt of any such notice from ther®w@ers. Each Lender shall notify the Agent withilBusiness Days after receipt of the Agsmibtice
whether such Lender wishes to provide an additibopah and if so, the maximum principal amount & toan such Lender is willing to provide. If a Iden
fails to deliver any such notice to the Agent witlsuch time period, then such Lender shall be ddaméave declined to provide an additional Lo#rthe
aggregate principal amount of the additional LogmesLenders are willing to provide is less thandlygregate principal amount of additional Loansieste:
by the Borrowers, then the Administrative Agent nagproach other banks, financial institutions atitepinstitutional lenders regarding providing dttatial
Loans. The Administrative Agent, in consultatioithathe Borrowers, shall manage all aspects ofsymdication ofsuch increase in the Loans, incluc
decisions as to the selection of the existing Lesndad/or other banks, financial institutions atitko institutional lenders to be approached wipeet to suc
increase and the allocations of the increase inLib@ns among such existing Lenders and/or othekdyafinancial institutions and other institutio
lenders. No Lender shall be obligated in any wagtsoever to increase the principal amount of @arlLor provide a new Loan, and any new Lender bewg
a party to this Agreement in connection with angtstequested increase must be an Eligible AssigEéfecting the increase of the Loans under thitiBe is
subject to the following conditions precedent: i{g) Default or Event of Default shall be in existenon the effective date of such increase, (y
representations and warranties made or deemed Ioyatie Borrowers or any other Loan Party in anyrLBacument to which such Loan Party is a partyl
be true and correct on and as of the effective ofeseich increase except to the extent that symesentations and warranties specifically refert@arlier
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date, in which case they shall be true and commeall material respects (unless such representatial warranty is subject to a materiality or MiateAdverse
Effect qualifier in which case it will be true aedrrect in all respects), it being understood agieted that any violation of any covenant contaiime8ectior
7.08 shall be deemed material such that any remiasen with respect to compliance therewith shaldeemed material in any event, and except th
purposes of this Section, the representations aamdawties contained in subsections (a) and (b)eatiGn 5.05shall be deemed to refer to the most re
statements furnished pursuant to clauses (a) gnde@pectively, of Section 6.0%and (z) the Administrative Agent shall have reedieach of the following,
form and substance satisfactory to the Administeathgent: (i) if not previously delivered to thedéinistrative Agent, copies certified by the Seargtol
Assistant Secretary of (A) all corporate and otihecessary action taken by the Borrowers to autbaizh increase and (B) all corporate and othezssac
action taken by each Guarantor authorizing the apugrof such increase; (i) an opinion of counselhte Borrowers and the Guarantors, and addresséd
Administrative Agent and the Lenders covering suchtters as reasonably requested by the Adminigtraligent, and (iii) new Notes executed by
Borrowers, payable to any new Lenders and replaneietes executed by the Borrowers, payable toextisting Lenders increasing the principal amoul
their Loans, in the principal amount of such Lensléroan at the time of the effectiveness of the iapple increase in the aggregate principal amotithe
Loans. In connection with any increase in the aggte principal amount of the Loans pursuant ® $l@ction any Lender becoming a party hereto skaltut:
such documents and agreements as the Administratjigat may reasonably request.

2.13 Funds Transfer Disbursements.

(@) Generally The Borrowers hereby authorize the Administetgent to disburse the proceeds of any Loan mgdbéLenders or any
their Affiliates pursuant to the Loan Documentsreguested by an authorized representative of threipal Borrower or any other Borrower to any o€
accounts designated in the Transfer Authorizer diegion Form. The Borrowers agree to be boundnigyti@nsfer request: (i) authorized or transmittgdhe
Borrowers; or (ii) made in the Borrowensame, not containing any manifest errors and aedelpy the Administrative Agent in good faith andcomplianc
with these transfer instructions, even if not prbpauthorized by the Borrowers. The Borrowergher agree and acknowledge that the Administrafigent
may rely solely on any bank routing number or idfgimtg bank account number or name provided byBberowers to effect a wire of funds transfer evieting
information provided by the Borrowers identifiegifferent bank or account holder than named byBbeowers. The Administrative Agent is not obligéto
required in any way to take any actions to deteatre in information provided by the Borrowers.the Administrative Agent takes any actions in sarapt tc
detect errors in the transmission or content ofdfer or requests or takes any actions in an atteargetect unauthorized funds transfer requelsésBbrrower
agree that no matter how many times the Administadgent takes these actions the Administrativedgvill not in any situation be liable for failirtg take
or correctly perform these actions in the futurel anich actions shall not become any part of thestes disbursement procedures authorized unde
provision, the Loan Documents, or any agreementédet the Administrative Agent and the Borrowerfie Borrowers agree to notify the Administra
Agent of any errors in the transfer of any fundsoérany unauthorized or improperly authorized tfangequests within fourteen (14) days after
Administrative Agent's confirmation to the Borrowesf such transfer.

(b) Funds TransferThe Administrative Agent will, in its sole distion, determine the funds transfer system andrtbans by which ea
transfer will be made. The Administrative Agentynidelay or refuse to accept a funds transfer reqifiehe transfer would: (i) violate the terms dfig
authorization, (ii) require use of a bank unacdelgtéo the Administrative Agent or any Lender, tsirieasonable discretion, or prohibited by any Gaventa
Authority, (iii) cause the Administrative Agent any Lender to violate any Federal Reserve or otegulatory risk control program or guideline or)
otherwise cause the Administrative Agent or anydegrto violate any Applicable Law or regulation.

(c) Limitation of Liability. None of the Administrative Agent or any Lendkals be liable to the Borrowers or any other parfier (i) errors
acts or failures to act of others, including otbetities, banks, communications carriers or clggmiuses, through which the Borrowetrsinsfers may be ma
or information received or transmitted, and no sewtity shall be deemed an agent of the Adminiseatgent or any Lender, (ii) any loss, liability delay
caused by fires, earthquakes, wars, civil distucbanpower surges or failures, acts of governmabgr disputes, failures in communications netwphiga
constraints or other events beyond Administratigert's or any Lendes’ control, or (iii) any special, consequential,ifadt or punitive damages, whethe
not (x) any claim for these damages is based drmtarontract or (y) the Administrative Agent, angnder or any of the Borrowers knew or should Hevewr
the likelihood of these damages in any situatiNene of the Administrative Agent or any Lender nmak@y representations or warranties other thare
expressly made in this Agreement.
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2.14 Defaulting Lenders.

(@) Generally If any Lender shall become a Defaulting Lendeen such Defaulting Lendearright to participate in the administration of
Loans, this Agreement and the other Loan Documémtkjding without limitation, any right to vote mespect any amendment, consent or waiver of tines
of this Agreement or any other Loan Document, oditect any action or inaction of the Administra&tiigent or to be taken into account in the caldoradi
the Required Lenders or Supermajority Lenders patiable, shall be suspended while such Lenderaiesra Defaulting Lender; provided, however, tha
foregoing shall not permit a decrease in the ppalcemount of such Lender's Loan or an extensiothef maturity date of such LenderLoan or othe
Obligations owing to such Lender, in each casehaut such Lendes consent. If a Lender is a Defaulting Lender bsedt has failed to make timely paymr
to the Administrative Agent of any amount requitede paid to the Administrative Agent hereundeiti@ut giving effect to any notice or cure perigdsker
the Administrative Agent shall be entitled (i) tollect interest from such Defaulting Lender on sdefinquent payment for the period from the datevbich
the payment was due until the date on which thengeyy is made at the Federal Funds Rate, (ii) tbheid or setoff and to apply in satisfaction of tedaulte:
payment and any related interest, any amountswitepayable to such Defaulting Lender under thase@ment or any other Loan Document and (iii) iod
an action or suit against such Defaulting Lendex aourt of competent jurisdiction to recover tle¢adiited amount and any related interest. No Camanit o
any Lender shall be increased or otherwise affech@d except as otherwise expressly provided is 8gction, performance by the Borrowers of
obligations hereunder and the other Loan Documeimadl not be excused or otherwise modified, assaltref the operation of this Section. The rightsl
remedies of the Borrowers, the Administrative Agantl the Lenders against a Defaulting Lender uttierSection are in addition to any other rightsl
remedies the Borrowers, the Administrative Agendl #ive Lenders may have against such Defaulting éendder this Agreement, any of the other L
Documents, Applicable Law or otherwise.

(b) Treatment of Payment#Any amount paid by the Borrowers for the accaefre Defaulting Lender under this Agreement or ather Loal
Document will not be paid or distributed to suchfaeting Lender, but will instead be retained bg thdministrative Agent in a segregated noterest bearin
account until such Defaulting Lender has ceasdibta Defaulting Lender in accordance with subsed®) below or the termination of the Commitmentd
payment in full of all Obligations of the Borrowenereunder and the other Loan Documents, at wirioh $such amounts will be applied by the Administe
Agent to the making of payments from time to timehe following order of priority: _firstto the payment of any amounts owing by such DgfeuLender tc
the Administrative Agent under this Agreement; setpto the funding of any Loan in respect of whicletsiDefaulting Lender has failed to fund its por
thereof as required by this Agreement, as detemilyethe Administrative Agent; thirdif so determined by the Administrative Agent ahd Borrowers, he
in such account as cash collateral for future fngdibligations of the Defaulting Lender under thigeement. If such Lender is still a Defaultingnder an
any amounts remain in such account on the dateath@bligations of the Borrowers hereunder andeurttie other Loan Documents are paid in full,
amounts will be applied by the Administrative Agantsuch time to the making of payments from timérhe in the following order of priority: _firstto the
payment of any amounts owing by such Defaultingdegrto the Administrative Agent under this Agreemeecond to the payment of interest then due
payable to the Lenders hereunder other than Défgulenders, ratably among them in accordance thighamounts of such interest then due and paya
them; third, to the payment of fees then due and payableet@.#imders other than Defaulting Lenders, ratablpragrthem in accordance with the amoun
such fees then due and payable to them; foutthpay principal of all Loans then due and pagabl the Lenders other than Defaulting Lenders urete
ratably in accordance with the amounts thereof themand payable to them; fiftito the ratable payment of all other Obligationert due and payable to
Lenders other than Defaulting Lenders; and sixtfter payment in full of all Obligations of theoBowers hereunder, to pay amounts owing unde
Agreement to such Defaulting Lender or as a cdurbmpetent jurisdiction may otherwise direct.

(c) Fees During any period that a Lender is a Defaultimynder, such Defaulting Lender shall not be emtitlz receive fees, if any, otherw
payable to such Defaulting Lender referred to iotida 2.06.
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(d) Purchase of Defaulting Lende€ommitment During any period that a Lender is a Defaultiggnder or a Potential Defaulting Lender,
Borrowers may, by giving written notice thereofttee Administrative Agent, such Defaulting LenderRotential Defaulting Lender and the other Lent
demand that such Defaulting Lender or PotentiabDhg Lender, as applicable, assign its Loannt&bgible Assignee subject to and in accordandé thie
provisions of Section 10.06(b). No party heretallshave any obligation whatsoever to initiate auch replacement or to assist in finding an Elg
Assignee. If the Borrowers demand that a Defagltiender or Potential Defaulting Lender assigriLiian to an Eligible Assignee, any Lender who is &
Defaulting Lender or Potential Defaulting Lenderymiaut shall not be obligated, in its sole disaetito acquire the face amount of all or a portbthe Loai
of such Defaulting Lender or Potential Defaultingnder via an assignment subject to and in accoedaith the provisions of Section 10.06(b). In cectior
with any such assignment, such Defaulting LenddPatential Defaulting Lender, as applicable, spedmptly execute all documents reasonably reques
effect such assignment, including an appropriateighksnent and Assumption and, notwithstanding Sect®06(b), shall pay to the Administrative Agen
assignment fee in the amount of $10,000.

(e) Cure If the Borrowers and the Administrative Agenteg in writing in their discretion that a Lendenths a Defaulting Lender ol
Potential Defaulting Lender should no longer bendeg to be a Defaulting Lender or Potential Defagltiender, as the case may be, the Administratiyen
will so notify the Lenders, whereupon as of thesefifve date specified in such notice and subjeantoconditions set forth therein, such Lender midlke suc
adjustments as the Administrative Agent may deteentd be necessary to cause the interest of theelrern the Loans to be on a pro rata basis inrdeoot
with their respective Applicable Percentages, wingoa such Lender will cease to be a Defaulting keerat Potential Defaulting Lender; providéuat nc
adjustments will be made retroactively with respgecfees accrued or payments made by or on behatfeoBorrowers while such Lender was a Defau
Lender; and providedfurther, that except to the extent otherwise eggply agreed by the affected parties, no cureltsnder under this subsection of its st
as a Defaulting Lender or Potential Defaulting Lendill constitute a waiver or release of any claifrany party hereunder arising from such Lensl@gving
been a Defaulting Lender or Potential Defaultingdier.

ARTICLE Il
TAXES, YIELD PROTECTION AND ILLEGALITY

3.01 Taxes.

(@) Payments Free of Taxeg\ny and all payments by or on account of anygattion of the Borrowers hereunder or under angiottoan
Document shall be made free and clear of and witrezluction or withholding for any Indemnified Taxer Other Taxes, providehat if the Borrowers shall
be required by applicable law to deduct any InddiehiTaxes (including any Other Taxes) from sucynpents, then (i) the sum payable shall be increased
necessary so that after making all required dednst{including deductions applicable to additissahs payable under this Section) the Administraigent
or Lender, as the case may be, receives an amquat @ the sum it would have received had no slethuctions been made, (ii) the Borrowers shall nzalot
deductions and (iii) the Borrowers shall timely ghg full amount deducted to the relevant Governalgkuthority in accordance with applicable law.

(b) Payment of Other Taxes by the BorroweM/ithout limiting the provisions of subsectior) @ove, the Borrowers shall timely pay any C
Taxes to the relevant Governmental Authority incidance with applicable law.

(c) Indemnification by the Borrower The Borrowers shall indemnify the Administratikgent and each Lender, within ten (10) days afenan:
therefor, for the full amount of any IndemnifiedXEs or Other Taxes (including Indemnified Taxether Taxes imposed or asserted on or attributa
amounts payable under this Section) paid by the iAginative Agent or such Lender, as the case negyahd any penalties, interest and reasonable sgj
arising therefrom or with respect thereto, whettrenot such Indemnified Taxes or Other Taxes wereectly or legally imposed or asserted by thevat
Governmental Authority. A certificate as to theamt of such payment or liability delivered to tBerrowers by a Lender (with a copy to the Admiratitre
Agent), or by the Administrative Agent on its owehalf or on behalf of a Lender, shall be conclusisent manifest error.

-33-




(d) Evidence of PaymentsAs soon as practicable after any payment ofimdfied Taxes or Other Taxes by the Borrowers tBowernment:
Authority, the Borrowers shall deliver to the Adnsitnative Agent the original or a certified copyafeceipt issued by such Governmental Authorifgencing
such payment, a copy of the return reporting sughment or other evidence of such payment reasorsaltilsfactory to the Administrative Agent.

(e) Status of LendersAny Foreign Lender that is entitled to an exdéopfrom or reduction of withholding tax under tlagv of the jurisdiction i
which any Borrower is resident for tax purposesamy treaty to which such jurisdiction is a partyth respect to payments hereunder or under argr ctbar
Document shall deliver to the Borrowers (with ayxépthe Administrative Agent), at the time or tisngrescribed by applicable law or reasonably reedds,
the Borrowers or the Administrative Agent, suchgandy completed and executed documentation prestiily applicable law as will permit such paymen
be made without withholding or at a reduced ratevitfiholding. In addition, any Lender, if requestey the Borrowers or the Administrative Agent, Ik
deliver such other documentation prescribed by iegiple law or reasonably requested by the Borroveerthe Administrative Agent as will enable
Borrowers or the Administrative Agent to determimteether or not such Lender is subject to backuphaiding or information reporting requirements.

Without limiting the generality of the foregoing) the event that any Borrower is resident for tagppses in the United States, any Foreign Le
shall deliver to the Borrowers and the AdministratAgent (in such nhumber of copies as shall beastgal by the recipient) on or prior to the datemnich
such Foreign Lender becomes a Lender under thisehgent (and from time to time thereafter upon éwpiest of the Borrowers or the Administrative Ag
but only if such Foreign Lender is legally entitieddo so), whichever of the following is applicabl

@) duly completed copies of Internal Reue Service Form VBBEN claiming eligibility for benefits of an incontex treaty to whic
the United States is a party,

(ii) duly completed copies of Internal Reue Service Form W-8ECI,

(i) in the case of a Foreign Lender claimthe benefits of the exemption for portfolioarest under section 881(c) of the Code,
certificate to the effect that such Foreign Lendenot (A) a “bank” within the meaning of sectio®1fc)(3)(A) of the Code, (B) al0 percer
shareholder” of each Borrower within the meaning@étion 881(c)(3)(B) of the Code, or (C) a “coliéw foreign corporationtlescribed in sectic
881(c)(3)(C) of the Code and (y) duly completediespf Internal Revenue Service Form W-8BEN, or

(iv) any other form prescribed by appliealtaw as a basis for claiming exemption from oreduction in United States Fede
withholding tax duly completed together with sualpglementary documentation as may be prescribeapblicable law to permit the Borrower
determine the withholding or deduction requiretvéomade.

) Treatment of Certain Refundsif the Administrative Agent or any Lender detéres, in its sole discretion, that it has receige@fund of an
Taxes or Other Taxes as to which it has been infedrby the Borrowers or with respect to which Berrowers have paid additional amounts pursuattig
Section, it shall pay to the Borrowers an amouniaé¢p such refund (but only to the extent of indégnpayments made, or additional amounts paidihia
Borrowers under this Section with respect to theeBaor Other Taxes giving rise to such refund),afietll out-ofpocket expenses of the Administrative A¢
or such Lender, as the case may be, and withoeiteistt (other than any interest paid by the rele@mternmental Authority with respect to such refy
providedthat the Borrowers, upon the request of the Adnriaive Agent or such Lender, agrees to repay theuat paid over to the Borrowers (plus
penalties, interest or other charges imposed byelesant Governmental Authority) to the Adminisive Agent or such Lender in the event the Admiaiste
Agent or such Lender is required to repay suchnefio such Governmental Authority. This subsecsBball not be construed to require the Administe
Agent or any Lender to make available its tax megufor any other information relating to its taxkeat it deems confidential) to the Borrowers or atlye|
Person.
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3.02 lllegality .

If any Lender determines that any Law has madelawful, or that any Governmental Authority haseas=sd that it is unlawful, for any Lender or
applicable Lending Office to make, maintain or fuBdrodollar Rate Loans, or to determine or chargerést rates based upon the Eurodollar Rate, ¥
Governmental Authority has imposed material retns on the authority of such Lender to purchassetl, or to take deposits of, Dollars in the Lon
interbank market, then, on notice thereof by suehder to the Borrower through the AdministrativeeAg any obligation of such Lender to make or cuore
Eurodollar Rate Loans or to convert Base Rate Loarisurodollar Rate Loans shall be suspended sath Lender notifies the Administrative Agent ahe
Borrowers that the circumstances giving rise tchsdietermination no longer exist. Upon receiptwdlsnotice, the Borrowers shall, upon demand fraot
Lender (with a copy to the Administrative Agentjepay or, if applicable, convert all Eurodollar Ré&ibans of such Lender to Base Rate Loans, eitiéine
last day of the Interest Period therefor, if suemdler may lawfully continue to maintain such Euttaddrate Loans to such day, or immediately, ifrsuende
may not lawfully continue to maintain such EurodolRate Loans. Upon any such prepayment or coioverthe Borrowers shall also pay accrued inteve
the amount so prepaid or converted.

3.03 Inability to Determine Rates.

If the Required Lenders determine that for any eeas connection with any request for a EurodoRate Loan or a conversion to or continus
thereof that (a) Dollar deposits are not beingreffieto banks in the London interbank eurodollarketfor the applicable amount and Interest Periosluat
Eurodollar Rate Loan, (b) adequate and reasonabnsndo not exist for determining the EurodollateRar any requested Interest Period with respee
proposed Eurodollar Rate Loan, or (c) the Euroddtate for any requested Interest Period with retsigea proposed Eurodollar Rate Loan does notusatety
and fairly reflect the cost to such Lenders of fiagdsuch Loan, the Administrative Agent will prorypso notify the Borrowers and each Lender. Thitee,
the obligation of the Lenders to make or maintaimdgollar Rate Loans shall be suspended until ttheiAistrative Agent (upon the instruction of thegRieec
Lenders) revokes such notice. Upon receipt of suntlte, the Borrowers may revoke any pending rsgfce a Borrowing of, conversion to or continuatiof
Eurodollar Rate Loans or, failing that, will be desd to have converted such request into a reqaethé Borrowing of, or conversion to, Base Ratanir
the amount specified therein.

3.04 Increased Costs.

(@) Increased Costs Generallyf any Change in Law shall:

0] impose, modify or deem applicable amgerve, special deposit, compulsory loan, ina@atharge or similar requirement age
assets of, deposits with or for the account ofcredit extended or participated in by, any Lendetwépt any reserve requirement reflected ir
Eurodollar Rate);

(i) subject any Lender to any tax of ddgd whatsoever with respect to this Agreementmy Burodollar Rate Loan made by it,
change the basis of taxation of payments to suctdérin respect thereof (except for Indemnified 8arr Other Taxes covered by Section &0d
the imposition of, or any change in the rate of; Brcluded Tax payable by such Lender); or

(i) impose on any Lender or the Londoteibank market any other condition, cost or expefferting this Agreement or Eurodo
Rate Loans made by such Lender;

and the result of any of the foregoing shall béntoyease the cost to such Lender of making or ragimg any Eurodollar Rate Loan (or of maintainitg
obligation to make any such Loan), or to incre&sedost to such Lender, or to reduce the amouahpfsum received or receivable by such Lender neles
(whether of principal, interest or any other amguhen, upon request of such Lender, the Borrowélispay to such Lender, as the case may be,
additional amount or amounts as will compensaté tender, as the case may be, for such additimsséncurred or reduction suffered.
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(b) Capital Requirementslf any Lender determines that any Change in kéfacting such Lender or any Lending Office of suemder or such
Lender’s holding company, if any, regarding capiegjuirements has or would have the effect of rieduihe rate of return on such Lender’s capitabothe
capital of such Lender’s holding company, if any aaconsequence of this Agreement, the Commitnfenital Lender or the Loan made by such Lender, to a
level below that which such Lender or such Lendedkling company could have achieved but for suchr@e in Law (taking into consideration such Letsler
policies and the policies of such Lender’s holdiognpany with respect to capital adequacy), them fiime to time the Borrowers will pay to such Lendech
additional amount or amounts as will compensaté sender or such Lender’s holding company for amghsreduction suffered.

(c) Certificates for ReimbursementA certificate of a Lender setting forth the ambor amounts necessary to compensate such Lendts
holding company, as the case may be, as specifisdbsection (a) or (b) of this Section and deédeto the Borrowers shall be conclusive absent f@asi
error. The Borrower shall pay such Lender, axt#s® may be, the amount shown as due on any suifltaee within ten (10) days after receipt thefteo

(d) Delay in Requests Failure or delay on the part of any Lender tmded compensation pursuant to the foregoing prawisof this Section sh.
not constitute a waiver of such Lender’s right émmé&nd such compensation, providedt the Borrowers shall not be required to comatna Lender pursue
to the foregoing provisions of this Section for angreased costs incurred or reductions sufferecertttan nine (9) months prior to the date that dumtde
notifies the Borrowers of the Change in Law giviige to such increased costs or reductions andidf kenders intention to claim compensation ther
(except that, if the Change in Law giving rise tmls increased costs or reductions is retroacthen the nine (9) month period referred to abovél &ie
extended to include the period of retroactive effeereof).

3.05 Compensation for Losse..

Upon demand of the Administrative Agent from tinsetime, the Borrowers shall promptly pay to the Awistrative Agent, for the account of ei
Lender, such amount or amounts as the Adminisgadigent shall determine in its sole discretion ¢oshifficient to compensate such Lenders, and hatt
Lender harmless from, any loss, cost or expensgriead by it as a result of:

(a) any continuation, conversion, payment or ayepent of any Loan other than a Base Rate Loanday @ther than the last day of the Interest
Period for such Loan (whether voluntary, mandatantpmatic, by reason of acceleration, or othenyise

(b) any failure by the Borrowers (for a reason othamntthe failure of such Lender to make its Loanptepay, borrow, continue or convert .
Loan other than a Base Rate Loan on the datetheiamount notified by the Borrowers; or

() any assignment of a Eurodollar Rate Loan on a dagrdhan the last day of the Interest Period foerzs a result of a request by the Borrc
pursuant to Section 10.13

including any loss of anticipated profits and aogsl or expense arising from the liquidation or ngleyment of funds obtained by it to maintain sudah o
from fees payable to terminate the deposits frorckvBuch funds were obtained. Not in limitationtieé foregoing, such compensation shall includé)ouit
limitation, in the case of a Eurodollar Rate Loan,amount equal to the then present value of (8)atmount of interest that would have accrued ot
Eurodollar Rate Loan for the remainder of the leserPeriod at the rate applicable to such Eurod®&te Loan, less (B) the amount of interest thatild
accrue on the same Eurodollar Rate Loan for theegzeriod if the Eurodollar Rate were set on the datwhich such Eurodollar Rate Loan was repakhait
or converted or the date on which the Borrowergdiaio convert or continue such Eurodollar Raten,@es applicable, calculating present value bygiam
discount rate the Eurodollar Rate quoted on su¢é. ddpon the Borrowergequest, the Administrative Agent shall provide Bmrowers with a stateme
setting forth the basis for requesting such comatims and the method for determining the amountetbfe Any such statement shall be conclusive &
manifest error. The Borrowers shall also pay amstamary administrative fees charged by such Leimdevnnection with the foregoing.
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For purposes of calculating amounts payable byBieowers to the Lenders under this Section 3.8ach Lender shall be deemed to have fu
each Eurodollar Rate Loan made by it at the Eutad&ase Ratefor such Loan by a matching deposit or other bomgwn the London interbank eurodo
market for a comparable amount and for a compadried, whether or not such Eurodollar Rate Loas m fact so funded.

3.06 Mitigation Obligations; Replacement of Lenders.

(a) Designation of a Different Lending Officdf any Lender requests compensation under Sesti®4, or the Borrowers are required to pay
additional amount to any Lender or any Governmehtahority for the account of any Lender pursuangection 3.01 or if any Lender gives a notice purst
to Section 3.02 then such Lender shall use reasonable effories@nate a different Lending Office for fundingbmoking its Loan hereunder or to assig
rights and obligations hereunder to another obffices, branches or affiliates, if, in the judgrmhef such Lender, such designation or assignmégmdulo
eliminate or reduce amounts payable pursuant téidde8.01 or 3.04, as the case may be, in the future, or eliminagerteed for the notice pursuan
Section 3.02, as applicable, and (ii) in each case, would ndiject such Lender to any unreimbursed cost or res@peand would not otherwise
disadvantageous to such Lender. The Borrowersbhieagree to pay all reasonable costs and expensagéd by any Lender in connection with any ¢
designation or assignment.

(b) Replacement of Lenderslf any Lender requests compensation under Sestiddand the Required Lenders are not also doing the sarmi
the Borrowers are required to pay any additionabamh to any Lender or any Governmental Authoritytfte account of any Lender pursuanSiction 3.0
and such amounts are not also being paid to ortHeraccount of the Required Lenders, the Borroway meplace such Lender in accordance
Section 10.13

3.07 Survival .
All of the Borrowers’ obligations under this Artelll shall survive repayment of all Obligations hereunde
ARTICLE IV
CONDITIONS PRECEDENT

4.01 Conditions of Borrowing .

The obligation of each Lender to make its Loan tieder is subject to satisfaction of the followiranditions precedent:

(@ The Administrative Agerd’receipt of the following, each of which shall éwéginals or telecopies (followed promptly by origis) unles
otherwise specified, each properly executed by spResible Officer of the signing Loan Party, eaeled the Closing Date (or, in the case of certiéisa
governmental officials, a recent date before thesidg Date) and each in form and substance satisfaio the Administrative Agent:

0] fully executed counterparts of thigr@ement and the Guaranty, sufficient in numberdfstribution to the Administrati\
Agent, each Lender and the Principal Borrower;

(i) a Note executed by the Borrowers$awvor of each Lender (other than any Lender redugsiot to receive a Note);
(iii) such certificates of resolutions dher action, incumbency certificates and/or ottestificates of Responsible Officers

each Loan Party as the Administrative Agent mayiregevidencing the identity, authority and capacit each Responsible Officer ther
authorized to act as a Responsible Officer in cotioe with this Agreement and the other Loan Docntsgo which such Loan Party i

party;
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(iv) such documents and certificationshes Administrative Agent may reasonably requiretimence that each Loan Part
duly organized or formed, and that each of the LBarties is validly existing, in good standing anahlified to engage in business in €
jurisdiction where its ownership, lease or operatié properties or the conduct of its business iregusuch qualification, except to the ex
that failure to do so could not reasonably be etqueto have a Material Adverse Effect (providedittto the extent such materials w
delivered in connection with the Existing Credit rAgment, the Loan Parties (excluding the Borrowsts)ll be permitted to provi
certificates of no change with respect to such steand shall not be required to provide new gooddstgy or similar certifications fro
Governmental Authorities;

(V) a favorable opinion of counsel to ttean Parties, addressed to the Administrative Aged each Lender, as to the ma
set forth in_Exhibit Hand such other matters concerning the Loan Patidshe Loan Documents as the Required Lendersrezspnabl
request;

(vi) a certificate of a Responsible Offia# each Loan Party either (A) attaching copieglbtonsents, licenses and appro

required in connection with the execution, delivand performance by such Loan Party and the waladiainst such Loan Party of the L
Documents to which it is a party, and such consditisnses and approvals shall be in full force afféct, or (B) stating that no st
consents, licenses or approvals are so required;

(vii) a certificate signed by a ResponsiBifficer of each of the Borrowers certifying (A)atheach Consolidated Party is
compliance with all existing financial obligation®) all governmental, shareholder and third padpsents and approvals necessary fc
Loan Parties to enter into the Loan Documents atig perform thereunder, if any, have been obtairf€) immediately after giving effect
this Agreement, the other Loan Documents and alltthnsactions contemplated therein to occur oh date, (1) each of the Loan Partie
solvent, (2) no Default or Event of Default exig®) all representations and warranties contairez@ih and in the other Loan Documents
true and correct in all material respects, andttfé¢)Loan Parties are in compliance with each offithencial covenants set forth Bectior
7.08; (D) that the conditions specified in Sections4d) and _(b) have been satisfied; (E) that there has been epter circumstance sin
the date of the Audited Financial Statements tlaat ad or could be reasonably expected to havereitdividually or in the aggregate
Material Adverse Effect; (F) the current Debt Ratings; and (G) a calculatiothef TL/TA Ratio as of the last day of the fiscabhger of th
Principal Borrower most recently ended prior to @lesing Date;

(viii) evidence that the Existing Term LoAgreement has been or concurrently with the Clo8iate is being terminated;

(ix) the Fee Letter;

(x) a Transfer Authorizer Designation iRceffective as of the Closing Date; and

(xi) such other assurances, certificatie&uments, consents or opinions as the Adminiggatigent or the Required Lend

reasonably may require.

(b)  There shall not have occurred a material adveraaggsince December 31, 2009 in the businesssasgetrations or condition (financial
otherwise) of the Borrowers and the other Loani®ataken as a whole, or in the facts and inforomategarding such entities as represented to date.

(c)  There shall not exist any action, suit, investigatior proceeding pending or threatened, in anytamubefore any arbitrator or governme
authority that could reasonably be expected to aMiaterial Adverse Effect.

(d)  Any fees required to be paid on or beforeGlasing Date shall have been paid.

-38-




(e) Unless waived by the Administrative Agent, the Barers shall have paid all reasonable fees, chagdsdisbursements of counsel to
Administrative Agent to the extent invoiced priar ar on the Closing Date, plus such additional am®wf such fees, charges and disbursements d:
constitute their reasonable estimate of such fedemges and disbursements incurred or to be irtuoyethem through the closing proceedings (provitex
such estimate shall not thereafter preclude a fietling of accounts between the Borrowers andithainistrative Agent).

Without limiting the generality of the provisiong 8ection 9.04, for purposes of determining compliance with tlwmditions specified in th
Section 4.01 each Lender that has signed this Agreement bbealleemed to have consented to, approved or adcepte be satisfied with, each documer
other matter required thereunder to be consented approved by or acceptable or satisfactory tersder unless the Administrative Agent shall haaeeivel
notice from such Lender prior to the proposed Q@ig$date specifying its objection thereto.

4.02 Additional Conditions to all Loans .

The obligation of each Lender to make its Loaruigjact to the following additional conditions prdeat:

@) The representations and warrantidh@Borrowers and each other Loan Party contaimédticle V or any other Loan Docume
or which are contained in any document furnishedngttime under or in connection herewith or thetiewshall be true and correct on and as o
date of the making of such Loan, except to therexteat such representations and warranties spaltjfirefer to an earlier date, in which case
shall be true and correct in all material respéatdess such representation and warranty is sutjextmateriality or Material Adverse Effect quig
in which case it will be true and correct in abpects) on and as of the date of such Credit Extensidgiitg understood and agreed that any violi
of any covenant contained in Section 7@l be deemed material such that any representaith respect to compliance therewith shall bendex
material in any event, and except that for purpadethis Section 4.02 the representations and warranties containedifisestions (a) and (b)
Section 5.05hall be deemed to refer to the most recent statisnfiernished pursuant to clauses (a) and (b) eatsly, of Section 6.01

(b) No Default, Event of Default shaligband be continuing either prior to or after giyieffect to the Loans or from the applicatio
the proceeds thereof.

(c) The Administrative Agent shall haweived the Notice of Borrowing in accordance wita requirements hereof, together wi
certificate of the chief financial officer of theiRcipal Borrower substantially in the form of ERfltiA , (i) demonstrating compliance with the finan
covenants contained in Section 7&eof by calculation thereof after giving effeatthe making of the Loans (and the applicationhef proceec
thereof), and (ii) stating that no Default or EvefDefault.

The Notice of Borrowing submitted by the Borrowshsll be deemed to be a representation and wartaatyhe conditions specified in Sections 4.02
(a)and (b)have been satisfied on and as of the date of thémaf the Loans.
ARTICLE V
REPRESENTATIONS AND WARRANTIES

Each of the Borrowers hereby represents and wartarthe Administrative Agent and the Lenders that:

5.01 Existence, Qualification and Power; Compliance witH aws .

Each Loan Party and each Subsidiary thereof @)lisorganized or formed, validly existing and imogl standing under the Laws of the jurisdictio
its incorporation or organization, (b) has all risite power and authority and all requisite goveenmal licenses, authorizations, consents and apfsrdt
(i) own or lease its assets and carry on its bssired (ii) execute, deliver and perform its olfiiges under the Loan Documents to which it is aydr) i<
duly qualified and is licensed and in good standinder the Laws of each jurisdiction where its omsh#, lease or operation of properties or the cohdf its
business requires such qualification or licensd, @ is in compliance with all Laws; except in baase referred to in clause (b)(i), (c) or (d)thte extent thi
failure to do so could not reasonably be expeaidthte a Material Adverse Effect.
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5.02 Authorization; No Contravention .

The execution, delivery and performance by eacmliearty of each Loan Document and the Fee Lettetioh such Person is party, have been
authorized by all necessary corporate or otherrorgsional action, and do not and will not (a) camene the terms of any of such Perso@rganizatio
Documents; (b) conflict with or result in any brhaar contravention of, or the creation of any Ligmder, or require any payment to be made undemy
material Contractual Obligation to which such Parsoa party or affecting such Person or any regpgrty or any material personal property of suersen o
any of its Subsidiaries or (ii) any order, injulectj writ or decree of any Governmental Authorityaory arbitral award to which such Person or itpprty is
subject; or (c) violate any Law. Each Loan Partgt aach Subsidiary thereof is in compliance wittCaintractual Obligations referred to in claus€ifbgxcep
to the extent that failure to do so could not readty be expected to have a Material Adverse Effect

5.03 Governmental Authorization; Other Consents.

No approval, consent, exemption, authorizationpthier action by, or notice to, or filing with, ai®overnmental Authority or any other Perso
necessary or required in connection with the executelivery or performance by, or enforcementimgiaany Loan Party of this Agreement, any othear
Document or the Fee Letter.

5.04 Binding Effect .

This Agreement and the Fee Letter have been, astda@her Loan Document, when delivered hereunddéirhewve been, duly executed and delive
by each Loan Party that is party thereto. Thiseggnent and the Fee Letter constitute, and each lotlae Document when so delivered will constit@degal
valid and binding obligation of such Loan Partyfozoeable against each Loan Party that is partsetbén accordance with its terms, except as eptditity
may be limited by applicable bankruptcy, insolven@organization, moratorium or similar laws affegtthe enforcement of creditonsghts generally and |
general equitable principles (whether enforcemesbught by proceedings in equity or at law).

5.05 Financial Statements; No Material Adverse Effect;  Internal Control Event .

(@  The Audited Financial Statements (i) wergpred in accordance with GAAP consistently appliedughout the period covered thereby,
except as otherwise expressly noted therein;dii)yf present the financial condition of the Pripeali Borrower and its Subsidiaries as of the dageethf and
their results of operations for the period covetetteby in accordance with GAAP consistently amptteoughout the period covered thereby, except as
otherwise expressly noted therein; and (iii) shdwnaterial indebtedness and other liabilitiesedtror contingent, of the Principal Borrower argd it
Subsidiaries as of the date thereof, includingilités for taxes, material commitments and Indebess.

(b)  The unaudited consolidated balance shedteoPtincipal Borrower and its Subsidiaries dat8éptember 30, 2010, and the related consoli
statements of income or operations, shareholagpsity and cash flows for the fiscal quarter endadhat date (i) were prepared in accordance WARAR
consistently applied throughout the period covetetteby, except as otherwise expressly noted theagid (ii) fairly present the financial conditiof the
Principal Borrower and its Subsidiaries as of theedhereof and their results of operations forpleod covered thereby, subject, in the caseafsds (i) ar
(i), to the absence of footnotes and to normalrygal audit adjustments. Schedule 5s@%s forth all material indebtedness and otheiiliigls, direct o
contingent, of the Principal Borrower and its cditeded Subsidiaries as ofDecember 31, 2010, including liabilities for taxesaterial commitments a
Indebtedness.
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(c)  Since the date of the Audited Financial Stegets, there has been no event or circumstanber @itdividually or in the aggregate, that has had
or could reasonably be expected to have a Matadaérse Effect.

(d) To the best knowledge of the Borrowers, stheedate of the Audited Financial Statements,merhal Control Event has occurred, other than
as disclosed in reports of the Borrowers filed ptiothe date hereof with the SEC.

5.06 Litigation .

There are no actions, suits, proceedings, claimdisputes pending or, to the knowledge of the Beers after due and diligent investigatior
threatened, at law, in equity, in arbitration ofdse any Governmental Authority, by or against &orrower or any of their Subsidiaries or against ahtheil
properties or revenues that (a) purport to affegiestain to this Agreement, any other Loan Docunoerthe Fee Letter, or any of the transactiongeroplate:
hereby, or (b) except as specifically disclose8d¢hedule 5.06 either individually or in the aggregate, if detémed adversely, could reasonably be expect
have a Material Adverse Effect, and there has Ineematerial adverse change in the status, or finhaffect on any Loan Party or any Subsidiary ¢oér o
the matters described on Schedule 5.06

5.07 No Default.
Neither the Borrowers nor any of their Subsidiarge default under or with respect to any CorttratObligation that could, either individually
the aggregate, reasonably be expected to have exidladdverse Effect. No Default has occurred andontinuing or would result from the consummatas

the transactions contemplated by this Agreementpémer Loan Document or the Fee Letter.

5.08 Ownership of Property; Liens.

Each of the Borrowers and each of their Subsidsahi@s good record and marketable title in fee snip) or valid leasehold interests in, all
property necessary or used in the ordinary condfiis business, except for such defects in tilecauld not, individually or in the aggregate, mrably b
expected to have a Material Adverse Effect. Thaperty of the Borrowers and their SubsidiariesubBject to no Liens, other than Liens not prohibibsy
Section 7.01

5.09 Environmental Compliance.

Each of the Borrowers and each of their Subsidiat@nduct in the ordinary course of business a&vewf the effect of existing Environmental Le
and claims alleging potential liability or respduibty for violation of any Environmental Law onéfr respective businesses, operations and propeatiel as
result thereof the Borrowers have reasonably caledithat, except as specifically disclosed in Sole8.09, such Environmental Laws and claims could
individually or in the aggregate, reasonably beeexgd to have a Material Adverse Effect. In furéimee (and not in limitation) of the foregoing, Berrower:
hereby represent and warrant that:

(&) Tothe best of the Loan Parties’ knowledberé is no violation of any Environmental Law wigspect to the facilities and properties owned,
leased or operated by the Subject Parties or theésses operated by the Subject Parties whichdwimuthe aggregate, result in anticipated cleamcagts in
excess of $25,000,000.

(b)  No Subject Party has, to the best knowledgeeoBorrowers, been notified of any material aetisuit, proceeding or investigation which calls
into question compliance by any Subject Party ity Environmental Laws or which seeks to suspendke or terminate any license, permit or approval
necessary for the generation, handling, storagatrtrent or disposal of any Hazardous Material inraaterial respect of the Subject Parties takes\akole.

5.10 Insurance.
The properties of each of the Borrowers and eacth@f Subsidiaries are insured with financialljusd and reputable insurance companies
Affiliates of any Borrower, in such amounts, witbhch deductibles and covering such risks as areomstly carried by companies engaged in sir

businesses and owning similar properties in ldealitvhere the applicable Borrower or the applic&uésidiary operates. The present insurance cgeey
the Borrowers and each of their Subsidiaries iirmd as to carrier, policy number, expiration dé&gee and amount on Schedule 5.10
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5.11 Taxes.

Each of the Borrowers and each of their Subsidigfas applicable) have filed all Federal, state@hdr material tax returns and reports requireloe
filed, and have paid all Federal, state and otheternial taxes, assessments, fees and other govetaimbarges levied or imposed upon them or theipgrties
income or assets otherwise due and payable, ettoege which are being contested in good faith lpr@miate proceedings diligently conducted andawbich
adequate reserves have been provided in accoradtic€AAP. There is no proposed tax assessmeritsigany Borrower or any of their Subsidiaries
would, if made, have a Material Adverse Effect.ithier any Loan Party nor any Subsidiary theregqfagty to any tax sharing agreement.

5.12 ERISA Compliance.

(@) Each Plan is in compliance in all material respedts the applicable provisions of ERISA, the Cadel other Federal or state Laws. Each
that is intended to qualify under Section 401(a}haf Code has received a favorable determinatitterl&om the IRS or an application for such adeft
currently being processed by the IRS with respseteto and, to the best knowledge of the Borrowesthing has occurred which would prevent, or cabe
loss of, such qualification. The Borrowers andneBRISA Affiliate have made all required contritonts to each Plan subject to Section 412 of the Cank
no application for a funding waiver or an extensibmny amortization period pursuant to Section dfithe Code has been made with respect to any Plan

(b) There are no pending or, to the best knowledgehefBorrowers, threatened claims, actions or lawsuait action by any Governmer
Authority, with respect to any Plan that could mebly be expected to have a Material Adverse Effébere has been no prohibited transaction datian of
the fiduciary responsibility rules with respectatoy Plan that has resulted or could reasonablyxpected to result in a Material Adverse Effect.

(c) (i) No ERISA Event has occurred or is reasonaBlyeeted to occur; (i) no Pension Plan has any biaéd Pension Liability; (iii) neither t
Borrowers nor any ERISA Affiliate has incurred,reasonably expects to incur, any liability undetteliVV of ERISA with respect to any Pension Plathé&
than premiums due and not delinquent under Sed0T of ERISA); (iv) neither the Borrowers nor daRRISA Affiliate has incurred, or reasonably expéo
incur, any liability (and no event has occurred aihiwith the giving of notice under Section 421E6ISA, would result in such liability) under Sexts 420
or 4243 of ERISA with respect to a Multiemployea®] and (v) neither the Borrowers nor any ERISAilifie has engaged in a transaction that cou
subject to Sections 4069 or 4212(c) of ERISA.

5.13 Subsidiaries; Equity Interests.

Set forth on Schedule 5.18a complete and accurate list of all Subsidiagiesach Consolidated Party and each other SuBgty. Information o
Schedule 5.1cludes (a) jurisdiction of incorporation or orggation and (b) with respect to any Subsidiary treo Subject Party that is not a Wholly Ow
Subsidiary, the number of shares of each clasgjoitfInterests outstanding, the number and peacgnof outstanding shares of each class owned{gfire
indirectly) by such Subsidiary or other Subjecttifaand the number and effect, if exercised, ofaaitstanding options, warrants, rights of conversi
purchase and all other similar rights with resgbeteto. The outstanding Equity Interests of allsSubsidiaries and other Subject Parties arelyaisuec
fully paid and non-assessable and is owned by sacih Consolidated Party, directly or indirectlygerand clear of all Liens. Other than as set for®chedul
5.13, no Subsidiary or other Subject Party that isant¥holly Owned Subsidiary has outstanding any sgesirconvertible into or exchangeable for its Eg
Interests nor does any such Person have outstaadingghts to subscribe for or to purchase or@ptyons for the purchase of, or any agreementsigiray for
the issuance (contingent or otherwise) of, or amisccommitments or claims of any character retato its Equity Interests. Schedule 5ri8y be update
from time to time by the Borrowers by giving writteotice thereof to the Administrative Agent.
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5.14 Margin Regulations; Investment Company Act.

(@) The Borrowers are not engaged and will ngage, principally or as one of its important atiés, in the business of purchasing or carrying
margin stock (within the meaning of Regulation kuisd by the FRB), or extending credit for the pagpof purchasing or carrying margin stock.

(b) None of the Borrowers, any Person Controlang of the Borrowers, or any Subsidiary of anyrBwer is or is required to be registered as an
“investment company” under the Investment Compaaotydk 1940.

5.15 Disclosure.

The Borrowers have disclosed to the Administrafigent and the Lenders all agreements, instrumermsarporate or other restrictions to which 1
or any of their respective Subsidiaries are supgd all other matters known to them, that, irdiially or in the aggregate, could reasonably besebaul t
result in a Material Adverse Effect. No repomgdicial statement, certificate or other informafiemished (whether in writing or orally) by or dehalf of an
Loan Party to the Administrative Agent or any Lendte connection with the transactions contemplatedeby and the negotiation of this Agreemer
delivered hereunder or under any other Loan Doctrtiereach case, as modified or supplemented bgratiformation so furnished) contains any mat
misstatement of fact or omits to state any matéaieti necessary to make the statements theretheifight of the circumstances under which theyenmade
not misleading; providethat, with respect to projected financial inforroati the Borrowers represent only that such infoimnatvas prepared in good fa
based upon assumptions believed to be reasonathie titne.

5.16 Compliance with Laws.

Each Borrower and each of their Subsidiaries areompliance in all material respects with the regmients of all Laws and all orders, wi
injunctions and decrees applicable to it or tgisperties, except in such instances in which yahsequirement of Law or order, writ, injunctiondecree i
being contested in good faith by appropriate prdmegs diligently conducted or (b) the failure tamaly therewith, either individually or in the aggede, coul
not reasonably be expected to have a Material AdvEffect.

5.17 Intellectual Property; Licenses, Etc.

Each Borrower and each of their Subsidiaries owmpassess the right to use, all of the trademassjice marks, trade names, copyrights, pa
patent rights, franchises, licenses and otherl@utielal property rights (collectively, “ IP_Right} that are reasonably necessary for the operaticthedi
respective businesses, without conflict with thghts of any other Person. To the best knowledgth@fBorrowers, no slogan or other advertising cie
product, process, method, substance, part or ath&rial now employed, or now contemplated to beleyed, by the Borrowers or any Subsidiary of af
them infringes upon any rights held by any othes&e. Except as specifically disclosed in Sche8ul&, no claim or litigation regarding any of the fooéag
is pending or, to the best knowledge of the Bormawihreatened, which, either individually or ire thggregate, could reasonably be expected to hilageaia
Adverse Effect.

ARTICLE VI
AFFIRMATIVE COVENANTS

So long as any Lender shall have any Commitmergumeter, any Loan or other Obligation hereunded saalain unpaid or unsatisfied, the Borrov
shall, and shall (except in the case of the covsnset forth in Sections 6.05.02, 6.03and 6.15) cause each of their Subsidiaries to:

6.01 Financial Statements.

Deliver to the Administrative Agent, which in tuwill deliver to each Lender, in form and detailisttctory to the Administrative Agent:
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(@) as soon as available, but in any event within 12fsdafter the end of each fiscal year of the PpaldBorrower, a consolidated balance she
the Principal Borrower and its Subsidiaries ahatand of such fiscal year, and the related coesigld statements of income or operations, sharetgkhuity
and cash flows for such fiscal year, setting famteach case in comparative form the figures fergrevious fiscal year, all in reasonable detad prepared i
accordance with GAAP, audited and accompanied ByalAeport and opinion of a Registered Public Actimg Firm of nationally recognized stand
reasonably acceptable to the Required Lenders,hw@port and opinion shall be prepared in accorelamith generally accepted auditing standards
applicable Securities Laws and shall not be sultgeeny “going concerndr like qualification or exception or any qualifin or exception as to the scopt
such audit and (B) an attestation report of suchigered Public Accounting Firm as to the PrinciBalrower’s internal controls pursuant to Section 40
Sarbanes-Oxley;

(b) as sooras available, but in any event within 45 days attter end of each of the first three fiscal quartdrsach fiscal year of the Princi
Borrower, a consolidated balance sheet of the Pah8orrower and its Subsidiaries as at the ensuch fiscal quarter, and the related consolidatatment
of income or operations, shareholders’ equity aashcflows for such fiscal quarter and for the mortof the Principal Borrowes’ fiscal year then end
(including applicable 10-Q’s and 104); setting forth in each case in comparative fthienfigures for the corresponding fiscal quartethef previous fisci
year and the corresponding portion of the previieeal year, all in reasonable detail, certified @yResponsible Officer of the Principal Borrowerfaisly
presenting the financial condition, results of @piens, shareholdergquity and cash flows of the Principal Borrower @sdSubsidiaries in accordance v
GAAP, subject only to normal year-end audit adjiesits and the absence of footnotes.

As to any information contained in materials fuh@d pursuant to Section 6.02(d)he Borrowers shall not be separately requiretutoish suc
information under clause (a) or (b) above, butftitegoing shall not be in derogation of the obligatof the Borrowers to furnish the information amdterial:
described in clauses (a) and (b) above at the tapesified therein.

6.02 Certificates; Other Information .

Deliver to the Administrative Agent, which in tuwill deliver to each Lender, in form and detailisttctory to the Administrative Agent:
() concurrently with the delivery of the finaalcstatements referred to_in Section 6.01(a)

() a certificate of its independent @&tl public accountants certifying such financgtements and stating that in making
examination necessary therefor no knowledge waasiradd of any Default under the financial covenaetsforth herein or, if any such Def:
shall exist, stating the nature and status of swemt;

(i) a projection of Capital Expendituries the next fiscal year for each Property of &upject Party; and

(iii) a forecasted balance sheet and incemaément of the Principal Borrower and its Subsies for each of the eight
succeeding fiscal quarters, together with reladdasted consolidated statements of operation®fcash sources and uses for each
succeeding fiscal quarter.

(b) concurrently with the delivery of the finaakstatements referred to in Sections 6.0&a) (b):

0] a certificate of the chief financificer of the Principal Borrower substantiallytime form of Exhibit Eattached hereto, (;
demonstrating compliance, as of the end of each fiscal period, with (1) the financial covenantntained in_Section 7.08nd (2) th
financial covenants contained in each of the ingdiest or other agreements relating to any publedyéd debt securities of any Consolid
Party, in each case by detailed calculation thefebfch calculation shall be in form satisfactooythe Administrative Agent and which st
include, among other things, an explanation of iethodology used in such calculation and a breakdofvthe components of st
calculation), (B) stating that the Loan Partiesevier compliance with each of the covenants sehfortArticles Vland VII of this Agreemer
at all times during such fiscal period; (C) statthgt, as of the end of each such fiscal periodDeafault or Event of Default exists, or if
Default or Event of Default does exist, specifythg nature and extent thereof and what action tr@nlParties propose to take with res
thereto and (D) including a Quarterly Stock RepasgiJoinder Statement, together with (1) a ceatific from a Responsible Offic
confirming that, as of the date of the QuarterlgcBtRepurchase/Joinder Statement, there exist hsidaries of any Borrower that, purst
to the terms of the Loan Documents, should behbué not yet been, joined as Loan Parties andof@igs of all counterparts to the Guare
executed by any Person during the immediately pliagdiscal quarter;
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(i) a schedule of the Properties sumniagizotal revenues, expenses, net operating incak@jsted NOI, Annualize
Adjusted NOI and occupancy rates as of the lasioditlye applicable quarter;

(iii) a listing of all Properties Under Dedepment showing the total capital obligation of thoan Parties with respect to e
such Property Under Development and funds expetalddte in connection with each such Property Uiiarelopment;

(iv) a projection of Dispositions for thext fiscal quarter for each Consolidated Party egxch other Subject Party;

(v) a summary of land purchases by thesGtidated Parties and each other Subject Partyhéoprior quarter;

(vi) a summary of all Net Cash Proceedeired by the Loan Parties during such fiscal guatbgether with a verification

the amount of such Net Cash Proceeds, in eachircésen and detail satisfactory to the AdministvatiAgent; and

(vii) a complete list of all Guaranteestioé Loan Parties described in clause (a)(iv) ofdéfnition of the term “Guaranteee
forth in Section 1.0hereof and, for each of such obligations, infororats to (A) the amount of leasable space, peredaat rental rate at
term applicable to such obligations, (B) any leasesther revenue sources for which the Loan Paréeeive credit towards such obligati
and (C) any cash reserves being maintained inoel&d such obligations and the method of calcarathereof.

promptly after any request by the Administrative eAg or any Lender, copies of any detailed auditorsp management letters

recommendations submitted to the board of diredtmrshe audit committee of the board of directaf)he Principal Borrower by independent accoutstan
connection with the accounts or books of the PpalcBorrower or any Subsidiary of any Borroweraay audit of any of them;

(d)

promptly after the same are available, copies chemnual report, proxy or financial statement threo report or communication sent to

stockholders of the Borrowers, and copies of atiuah, regular, periodic and special reports andstegion statements which any of the Borrowers filayor
be required to file with the SEC under Section 1316(d) of the Securities Exchange Act of 1934, aod otherwise required to be delivered to
Administrative Agent pursuant hereto;

(€)

promptly, such additional information regarding thesiness, financial or corporate affairs of theépal Borrower or any other Subject Pa

or compliance with the terms of the Loan Documeadsthe Administrative Agent or any Lender may frtimre to time reasonably request.
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Documents required to be delivered pursuant toi@e6t0lor Section 6.02nay be delivered electronically and if so deliversidall be deemed
have been delivered on the date (i) on which tleciral Borrower posts such documents, or provaléak thereto on the Principal Borrowenvebsite on tt
Internet at the website address listed on Scheddue?; or (ii) on which such documents are posted orPttiecipal Borrowers behalf on an Internet or intra
website, if any, to which each Lender and the Adstiative Agent have access (whether a commerthall-party website or whether sponsored by
Administrative Agent); providethat: (i) the Borrowers shall deliver paper comésuch documents to the Administrative Agent or bender that requests 1
Borrowers to deliver such paper copies until atemitrequest to cease delivering paper copies enddy the Administrative Agent or such Lender andtfe
Borrowers shall notify the Administrative Agent aadch Lender (by telecopier or electronic mailth@ posting of any such documents and provide &
Administrative Agent by electronic mail electrowiersions (i.e, soft copies) of such documents. The AdministeafAgent shall have no obligation to reqi
the delivery or to maintain copies of the documeetsrred to above, and in any event shall haveeaponsibility to monitor compliance by the Borrog/evith
any such request for delivery, and each Lendet Beaolely responsible for requesting deliveryt tmr maintaining its copies of such documents.

The Borrowers hereby acknowledge that (a) the Adsrative Agent and/or the Arranger will make ashie to the Lenders materials an
information provided by or on behalf of the Borraweénereunder (collectively, “ Borrower Materid)sby posting the Borrower Materials on IntraLinks
another similar electronic system (the “ Platfofyrand (b) certain of the Lenders may be “publidesi Lenders (.e., Lenders that do not wish to rece
material non-public information with respect to tBerrower or its securities) (each, a “ Public Lent. The Borrowers hereby agree that (w) all Borrc
Materials that are to be made available to Pubdinders shall be clearly and conspicuously mark&¢BIRC” which, at a minimum, shall mean that the v
“PUBLIC” shall appear prominently on the first patiereof; (x) by marking Borrower Materials “PUBLICGhe Borrowers shall be deemed to have authc
the Administrative Agent, the Arranger and the Lensdto treat such Borrower Materials as not coirtgiany material nopublic information with respect
the Borrowers or their respective securities fappses of United States Federal and state seculdties (_provided however, that to the extent such Borroy
Materials constitute Information, they shall beatesl as set forth in_Section 10.)7y) all Borrower Materials marked “PUBLICdre permitted to be ma
available through a portion of the Platform destgda‘Public Investor;"and (z) the Administrative Agent and the Arrangkalkbe entitled to treat a
Borrower Materials that are not marked “PUBLIC"l@sng suitable only for posting on a portion of Biatform not designated “Public Investor.”

6.03 Notices.

Promptly notify the Administrative Agent and eacbnider:

(@) of the occurrence of any Default;

(b)  of any matter that has resulted or couldarably be expected to result in a Material Advétect, including (i) breach or noperformance o
or any default under, a Contractual Obligationrof Borrower or any Subsidiary of any of them; &ijy dispute, litigation, investigation, proceedorg
suspension between any Borrower or any Subsidizaypy of them and any Governmental Authority; @ the commencement of, or any material
development in, any litigation or proceeding afiegtany Borrower or any Subsidiary of any of thémeJuding pursuant to any applicable Environmehtaks;

(c) of the occurrence of any ERISA Event;

(d) of any material change in accounting poli@e$inancial reporting practices by any Borroweaay Subsidiary of any of them;

(e) of the occurrence of any Internal Control idyand

(f)  of any announcement by Moody’s or S&P of @imange or possible change in a Debt Rating.

Each notice pursuant to this Section shall be apemied by a statement of a Responsible OfficehefRrincipal Borrower setting forth details of

occurrence referred to therein and stating whadmathe Borrowers have taken and propose to takenespect thereto. Each notice pursuai@dotion 6.03(¢
shall describe with particularity any and all pighs of this Agreement and any other Loan Docurtietthave been breached.
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6.04 Payment of Obligations.

Pay and discharge as the same shall become dygagadle, all its material obligations and liab@gj including (a) all tax liabilities, assessmearte
governmental charges or levies upon it or its prilg® or assets, unless the same are being cahtestgood faith by appropriate proceedings dilidye
conducted and adequate reserves in accordanceGRAP are being maintained by the applicable Bornowe Subsidiary; (b) all lawful claims which,
unpaid, would by law become a Lien upon its propékcept to the extent such Lien would not be fitdd by Section 7.0); and (c) all Indebtedness, as
when due and payable, but subject to any subofdimptovisions contained in any instrument or agreet evidencing such Indebtedness.

6.05 Preservation of Existence, Et«.

(@)  Preserve, renew and maintain in full force affect its legal existence and good standing utideLaws of the jurisdiction of its organization
except in a transaction permitted by Section 0104.05;

(b) take all reasonable action to maintain glts, privileges, permits, licenses and franchigesssary or desirable in the normal conduct of its
business, except to the extent that failure toadoosild not reasonably be expected to have a Matkdverse Effect; and

(c) preserve or renew all of its registered patemnademarks, trade names and service markaptipreservation of which could reasonably be
expected to have a Material Adverse Effect.

6.06 Maintenance of Properties.

() Maintain, preserve and protect all of its eniail properties and equipment necessary in theatipa of its business in good working order and
condition, ordinary wear and tear excepted,;

(b) make all necessary repairs thereto and relseana replacements thereof except where the éaitudo so could not reasonably be expected to
have a Material Adverse Effect; and

(c) use the standard of care typical in the itrgus the operation and maintenance of its faesit

6.07 Maintenance of Insurance.

Maintain with financially sound and reputable ireure companies not Affiliates of any Borrower, masice with respect to its properties and bus
against loss or damage of the kinds customarilyret against by Persons engaged in the same dasimisiness, of such types and in such amounsse
customarily carried under similar circumstancesbgh other Personsand providing for not less than thirty (30) dapsior notice to the Administrative Age
of termination, lapse or cancellation of such iasze.

6.08 Compliance with Laws.

Comply in all material respects with the requiretsensf all Laws (including, without limitation, aEnvironmental Laws) and all other orders, w
injunctions and decrees applicable to it or tdiisiness or property, except in such instanceshiohw(a) such requirement of Law or order, wrijuirction o
decree is being contested in good faith by appatgmproceedings diligently conducted; or (b) thkufa to comply therewith could not reasonably Bpeste
to have a Material Adverse Effect.

6.09 Books and Records.

(@) Maintain proper books of record and accoimnivhich full, true and correct entries in matedahformity with GAAP consistently applied shall
be made of all financial transactions and matterelving the assets and business of the Borrowsuadh Subsidiary, as the case may be; and
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(b)  maintain such books of record and accoumaterial conformity with all applicable requirememntf any Governmental Authority having
regulatory jurisdiction over such Borrower or s\ibsidiary, as the case may be.

6.10 Inspection Rights.

Permit representatives appointed by the AdminisgaAgent, including, without limitation, independeaccountants, agents, attorneys, and appr
to visit and inspect any of its Properties, to ekamnits corporate, financial and operating recoasi&l make copies thereof or abstracts therefrothi@udiscus
its affairs, finances and accounts with its direstofficers, and independent public accountatitst #he expense of the Borrowers and at sucloredse time
during normal business hours and as often as magasenably desired, upon reasonable advance notibe Borrowers in a manner that will not unreesmy
interfere with such Person’s business operatiomiged, however, that, so long as no Event of Default then exastis continuing, such visits and inspecti
shall not occur more than once per fiscal yearaf®&vers;_provided furtherthat while an Event of Default exists, the Admirasive Agent or any Lender (
any of their respective representatives or indepehdontractors) may do any of the foregoing atekpense of the Borrowers at any time during nc
business hours and without advance notice.

6.11 Use of Proceed.

Use the proceeds of the Loans solely for the fakhowpurposes: (a) to pay in full and satisfy alligétions owing under the Existing Term Lc
Agreement; (b) to finance the acquisition of readperties; (c) to finance the acquisition of Pess@rhose primary business is the ownership, leasimt
management of real properties; (d) to finance tegetbpment of improvements to real properties owbgdthe Borrowers; (e)to refinance exis
Indebtedness; and (f) for working capital and othemeral corporate purposes; each pursuant tetimes thereof or of the other Loan Documents.

6.12 Additional Guarantors ; Release of Guarantors.

(@) If any Person (other than a NGumarantor Subsidiary) becomes a Subsidiary of aygnLParty or upon the formation of any Preferreutk
Subsidiary or if at any time any NdBuarantor Subsidiary qualifying as such as a reguitauses (a), (b) or (c) of the definition thefreould become a Lo
Party without violating the terms of any materiahtract, agreement or document to which it is aypahe Principal Borrower shall (i) if such Persisne
Domestic Subsidiary of a Loan Party or a Prefer&dck Subsidiary, cause such Person to become @aa®@an by executing and delivering to
Administrative Agent a counterpart of the Guaramtypuch other document as the Administrative Agdiall deem appropriate for such purpose, (i) ptevhe
Administrative Agent with notice thereof on a qealy basis by delivering a Quarterly Stock Repusetidoinder Statement and other documentation agee
in Section 6.12(b)(iii), and (iii) cause such Person to deliver to the hibtrative Agent documents of the types referrednt clauses (iii) and (iv)
Section 4.01(a) all in form, content and scope reasonably satiefg to the Administrative Agent; provided, thatthe extent such Person holds (whether
delivery of the items required above or at any tafter the delivery of the items required abovegsswith a fair market value in excess of $5,000,6r to th:
extent requested by Administrative Agent, the Barrs shall cause to be delivered to the Adminisiaf\gent favorable opinions of counsel to suchsBe
(which shall cover, among other things, the legahalidity, binding effect and enforceability die documentation referred to in this clause ()i Non-
Guarantor Subsidiary executes and delivers thedtyit shall no longer be deemed a Non-Guaranibsi@iary under this Credit Agreement.

(b) Notwithstanding any other provisions of tAigreement to the contrary, to the extent a Guaramtcipates becoming or intends to become a
Non-Guarantor Subsidiary pursuant to any of clausgq¢por (d) of the definition thereof, the Pripal Borrower may request a release of such Guarasta
Guarantor hereunder in accordance with the follgwin

0] the Principal Borrower shall delivierthe Administrative Agent, not less than ten (d@ys and not more than thirty (30) days
to the anticipated or intended conversion of a @uotar into a NorGuarantor Subsidiary, a written request for reledsbe applicable Guarantor an
pro forma compliance certificate of the chief fina officer of the Principal Borrower in form amsdibstance acceptable to the Administrative A
(A) demonstrating that upon such release the Laatie®
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will on a pro forma basis continue to comply witt) the financial covenants contained_in Sectidi8and (2) the financial covenants containe
each of the indentures or other agreements relatingny publicly issued debt securities of any @tidated Party, in each case by a reasor
detailed calculation thereof (which calculation It in form reasonably satisfactory to the Adrefrative Agent and which shall include, am
other things, an explanation of the methodologydusesuch calculation and a breakdown of the coreptmof such calculation), (B) stating that
Loan Parties will be in compliance with each of dowenants set forth in Articles \and VIl of the Agreement at all times following such relg€’
stating that, following such release, no Defaulttment of Default will exist under the Agreementany of the other Loan Documents, or if
Default or Event of Default will exist, specifyinge nature and extent thereof and what action tanlParties propose to take with respect therati
(D) attaching, pursuant to Section 5df3he Agreement, an updated version of Scheddlgtb.the Agreement;

(ii) the Administrative Agent shall haxeviewed and approved (in writing) the requestrédease and pro forma compliance certifi
delivered pursuant to subclause (i) above; provitieat the failure of the Administrative Agent ®spond to such a request within ten (10) Bus
Days of its receipt thereof shall constitute themmistrative Agents approval thereof; provided, that any approvathef Administrative Agel
provided pursuant to this subclause (ii) shall éapad be null and void thirty (30) days followirgetgranting thereof if the applicable Guarantor
not, on or prior to the completion of such perintst the criteria for qualification as a N@uarantor Subsidiary (as evidenced by the delibgryhe
Principal Borrower of a notice and certificationaocordance with subclause (iii) below); and

(iii) the Principal Borrower shall, comeently with or promptly following the applicableu@rantors satisfaction of the criteria 1
qualification as a Non-Guarantor Subsidiary delteethe Administrative Agent a notice and certifioa of such qualification.

Notwithstanding any language to the contrary abswdpng as the chief financial officer of the Ripal Borrower has certified in a compliance céestife (an
the Administrative Agent has no evidence or infaiorawhich brings into reasonable doubt the veyacftsuch certifications) that: (A) upon such raledh
Loan Parties (1) will on a pro forma basis corgirto comply with the financial covenants contaimedsection 7.08hereof, and the financial covene
contained in each of the indentures or other ageat¢sirelating to any publicly issued debt secwwitéany Consolidated Party, and (2) will be in pdance
with each of the covenants set forth in Articlesavid VII of the Agreement at all times following such relsa®) following such release, no Default or E
of Default will exist under the Credit Agreementamy of the other Loan Documents, or if any DefaulEvent of Default will exist, the nature and exx
thereof and what action the Loan Parties proposaki® with respect thereto will be specified, aB)l éttached pursuant to Section 5af3he Agreement, is i
updated version of Schedule 5.tt8the Agreement, the request for release shatigmeoved and issued by the Administrative Agenhinithe 10day time
period specified in subsection (b)(ii).

Upon satisfaction of each of the abawated conditions, a Guarantor shall be deemed setefrom its obligations hereunder and under eddheo Loar
Documents.

6.13 Non-Guarantor Subsidiary Cash Flows.

Each Loan Party shall, to the extent it exerciadgBcgent control over the activities of the apglile NonGuarantor Subsidiary(ies), cause all M
Excess Cash Flow of each Non-Guarantor Subsidiabg ttransferred to a Loan Party as promptly asiplesbut at least once a month.

6.14 REIT Status .
Take all action necessary to maintain Highwoodpe@rties’ status as a REIT.

6.15 Environmental Matters .

(@) Reimburse the Administrative Agent and Lendersafmat hereby hold the Administrative Agent and Leadearmless from all fines or penal
made or levied against the Administrative Agentaay of the Lenders by any Governmental Authorityaaesult of or in connection with (i) the use
Hazardous Materials at the Properties, (i) the afSdazardous Materials at the facilities therean(iii) the use, generation, storage, transparatdischargt
release or handling of any Hazardous Materialb@Properties, or as a result of any release oHamardous Materials onto the ground or into theewar ai
from or upon the Properties at any time. The LBarties also agree that they will
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reimburse the Administrative Agent and Lendersdind indemnify and hold the Administrative Agent drehders harmless from any and all costs, exp
(including reasonable attorneys' fees actually rirerl) and for all civil claims, judgments or peredtincurred entered, assessed, or levied agdim
Administrative Agent or any of the Lenders as ailtesf any of the Loan Parties'se of Hazardous Materials at the Properties arrasult of any release of ¢
Hazardous Materials on the ground or into the watexir by any of the Loan Parties from or uponfmeperties. Such reimbursement or indemnificasioal
include but not be limited to any and all judgmentspenalties to recover the costs of cleanup gfsarch release by any of the Loan Parties frompar
Properties and all reasonable expenses incurrédebfdministrative Agent or any of the Lenders assult of such a civil action, including but nohited tc
reasonable attorneys' fees. The Loan Pantieyations under this section shall survive thgagenent of the Loans and be in supplement of adyadirothe
reimbursement or indemnity obligations of the Bareos set forth herein.

(b) If the Administrative Agent requests in writing aifdi) the applicable Borrower or Subsidiary dogst have environmental insurance v
respect to any property owned, leased or operated ubject Party or (ii) the Administrative Agdres reason to believe that there exist Hazardousrid&
on any property owned, leased or operated by aeSubBjarty which materially affect the value of spebperty and with respect to which the Borrowease
not furnished a report within the immediately poms twelve (12) month period, furnish or causedadurnished to the Administrative Agent, at the Barers’
expense, a report of an environmental assessmeaasdnable scope, form and depth, including, wappeopriate, invasive soil or groundwater samplimge
consultant reasonably acceptable to the Adminig&gatgent as to the nature and extent of the psehany Hazardous Materials on any such progertya
to the compliance by the applicable Subject Paty(iwith Environmental Laws; providélat if there exists a continuing Default or EvefiDefault as of th
date of the Administrative Agemstwritten request for an environmental report pansto the terms hereof, the Borrowers shall p@gdch report regardless
whether either of the conditions set forth in sulises (i) and (ii) above have been satisfiedth# Borrowers fail to deliver such an environmemggor
within seventyfive (75) days after receipt of such written requbsn the Administrative Agent may arrange for saand the parties hereto hereby grant t
Administrative Agent and their representativestallsattempt in good faith to cause the applic&bject Party(ies) to so grant access to the Piiepeand
license of a scope reasonably necessary to unéestath an assessment (including, where appropinagessive soil or groundwater sampling).

(c) Conduct and complete (or use good faith effortsatiose to be conducted and completed) all invegtiggtstudies, sampling, and testing an
remedial, removal, and other actions necessargdeeas all Hazardous Materials on, from, or affectiny Property to the extent necessary to berimptiance
with all Environmental Laws and all other applicalfeéderal, state, and local laws, regulations,sr@ed policies and with the orders and directiviealk
Governmental Authorities exercising jurisdictioneowsuch real property to the extent any failureldgeasonably be expected to have a Material Ad¢
Effect.

(d)  Provide upon such Persemeceipt thereof all insurance certificate(s) emiting the environmental insurance held by anydpensth respect t
any of the Properties.

ARTICLE VII
NEGATIVE COVENANTS

So long as any Lender shall have any Commitmergumeter or any Loan or other Obligation hereundeil siemain unpaid or unsatisfied,
Borrowers shall not, nor shall they permit anyhdit respective Subsidiaries to, directly or indilg

7.01 Liens.

Contract, create, incur, assume or permit to exigtLien with respect to any of its other propedysets or revenues or the property, assets anue!
of any other Person, whether now owned or hereaftguired, if the Indebtedness underlying such kenld cause the Borrowers to be in violatiorSeftior

7.08(c)hereof.
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7.02 Fundamental Changes.

Merge, dissolve, liquidate, consolidate with oroirnother Person, or Dispose of (whether in ones#etion or in a series of transactions) a
substantially all of its assets (whether now ownedhereafter acquired) to or in favor of any Persoxcept that, so long as no Default exists or waabul
therefrom:

() any Borrower may merge with any other Borroaremay Dispose of all or substantially all of éissets to any other Borrower;

(b) any Subsidiary may merge with (i) a Borrowmvidedthat such Borrower shall be the continuing or sung Person, or (ii) any one or mu
other Subsidiaries, provideldat when any Guarantor is merging with anothersglidry, the Guarantor shall be the continuingwwising Person;

(c) any Subsidiary may Dispose of all or substantiallyof its assets (upon voluntary liquidation oh@twise) to the Borrower or to anot
Subsidiary; providedhat if the transferor in such a transaction ist@@ntor, then the transferee must either be theofer or a Guarantor;

(d) any of the Borrowers (other than the Principal Baer and Highwoods Realty Limited Partnership) aratantors may be merged intc
consolidated with any other Borrower or Guarantologig as the surviving entity is a Borrower or Gudor; and

(e) all or substantially all of the assets or all of tquity Interests of a Subsidiary may be Dispasfeit the extent such Disposition is permi
pursuant to Section 7.03

7.03 Dispositions.
Make any Disposition or enter into any agreemembéie any Disposition, except:

(@) Dispositions of obsolete or worn out property, cogerty no longer used or useful, whether now owmetlereafter acquired, in the ordin
course of business;

(b)  Dispositions of inventory in the ordinary cse of business;

(c) Dispositions of equipment or real property to thxéeet that (i) such property is exchanged for dregjainst the purchase price of sin
replacement property or (ii) the proceeds of suidp@sition are reasonably promptly applied to thechase price of such replacement property;

(d) Dispositions of property by any Subsidiarytite Borrowers or to any wholly-owned Subsidiargréof; providedhat if the transferor of su
property is a Guarantor, the transferee thereot eitleer be a Borrower or a Guarantor;

(e) Dispositions permitted by Section 7.02¢4}l) ;

® Dispositions by the Borrowers and their Subsidedéany property (whether in one transaction wdwneral related transactions), the aggre
fair market value of which is less than $100,000;Ghd

(9) Dispositions in which the fair market value of thesets subject to such Disposition exceeds $100000if and to the extent the Princi
Borrower shall have delivered to the Administratikgent at least two (2) Business Days prior to shisposition a Pro Forma Compliance Certific
demonstrating that, upon giving effect to such Bsfion, on a pro forma basis, the Borrowers shalin compliance with all of the covenants contdiim
Section 7.08

provided, however, that any Disposition pursuant to clauses (a)ufiho(g) above shall be for fair market value.
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7.04 Change in Nature of Busines.

Engage in any material line of business substéyntififferent from those lines of business condudigdthe Borrowers and their Subsidiaries or
date hereof or any business substantially relatédcalental thereto.

7.05 Transactions with Affiliates .

Except as otherwise contemplated or permitted puntsto_Section 7.02 enterinto any transaction of any kind with any Affiliatd any Borrowel
whether or not in the ordinary course of businesiser than on fair and reasonable terms substlnéal favorable to such Borrower or such Subside
would be obtainable by such Borrower or such Sudsicat the time in a comparable arm’s length taatisn with a Person other than an Affiliate.

7.06 Burdensome Agreementt.

Enter into any Contractual Obligation (other thhis tAgreement or any other Loan Document) thatia}s the ability (i) of any Subsidiary to me
Restricted Payments to any Borrower or any Guarantto otherwise transfer property to any Borrowelany Guarantor, (i) of any Subsidiary to Guaea
the Indebtedness of the Borrowers or (iii) of angr®wer or any Subsidiary to create, incur, assemeuffer to exist Liens on property of such Pey
provided, however, that this clause (iii) shall not prohibit any Neige Pledge incurred or provided in favor of amjder of Indebtedness permitted hereu
solely to the extent any such Negative Pledgeesltat the property financed by or the subject ochdndebtedness; or (b) requires the grant of a téesecur
an obligation of such Person if a Lien is grantedecure another obligation of such Person; pralitleat this Section 7.0¢hall not be deemed to restrict
ability of any Non-Guarantor Subsidiary from emerinto Contractual Obligations of any type relaedecured financing transactions.

7.07 Use of Proceed.
Use the proceeds of any Loan, whether directlyndiréctly, and whether immediately, incidentally dtimately, to purchase or carry margin si
(within the meaning of Regulation U of the FRB)torextend credit to others for the purpose of pasatg or carrying margin stock or to refund indebtss
originally incurred for such purpose.

7.08 Financial Covenants.

(@) Permit, at any time during the term hereud, TL/TA Ratio to be greater than 0.60x.
(b)  Permit, at any time during the term hereloé, tatio of Unencumbered Asset Value to Recourd# febe less than 1.75x.
(c)  Permit, at any time during the term herelod, tatio of Secured Debt to Total Asset Value tgitsater than 0.35x.

(d) Permit, at any time during the term hereloé, tatio of Adjusted EBITDA for the immediately pesgling twelve (12) months to Fixed Charges
for such period to be less than 1.50x.

(e) Permit, at any time during the term hereof, theorat Annualized Adjusted NOI from Unencumbered dtss(to the extent such Unencumb
Assets are Income Producing Properties) to Inté&fegense with respect to Unsecured Debt for theediately preceding 12 months, to be less than 2.00x

) Permit, at any time during the term hereaingible Net Worth to be less than 85% of actualgitda Net Worth as of December 31, 20pls
85% of Net Cash Proceeds of any Equity Issuancarong after December 31, 2010 (except to the éxdech Net Cash Proceeds are used to cash
otherwise retire pre-existing Equity Interests né@r more of the Borrowers within a calendar y#ahe receipt of such proceeds).

(g) Permit, at any time during the term hereof:
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(i) the ratio of (x) the Value of all Non-Incomed@ucing Properties to (y) Total Asset Value toamy time, be greater than 25%;

(A) the ratio of (x) the Value op&ulative Land to (y) Total Asset Value to, at &inye, be greater than seven and one
of one percent (7.5%); and

(B) the ratio of (x) the Value ofdperties Under Development (including Rreased Development Properties) to (y) T
Asset Value to, at any time, be greater than teogoe (10.0%); and

(i) the ratio of (x) the Value of Income ProduciRgoperties other than (1) “for leaseffice and industrial properties and (2) the CCzE
Project to (y) Total Asset Value to be, at any tigneater than fifteen percent (15.0%).

(h) Permit Restricted Payments, for any twelv®) (honth period, to exceed an amount equal toifigty-five percent (95.0%) multiplied by (
FFO for such period; provided, that the Principar®wer shall, in addition to the Restricted Paytagmermitted above, be permitted to make Resti
Payments (1) in any amount for the purpose of @hmaging or otherwise redeeming shares of its mdsig preferred stock to the extent such Restr
Payments are made from the proceeds of an Equitiaige within one year of the receipt of such prdse(2) in an aggregate amount equal to not ninam
$50,000,000 during the period commencing on thei@tpDate through and including the Maturity Datethe purpose of repurchasing or otherwise redeg
Equity Interests to the extent the funds for swephurchases/redemptions arise from Disposition paeand (3) to the extent no Default is tltentinuing o
will result from the making of such Restricted P& in such amounts as may be necessary in ardeaintain REIT status.

0] Permit, at any time, the Total Asset Value att@lale to assets held by parties that are not Cafeelil Parties to exceed twenty percent (2C
of Total Asset Value.

7.09 Organizational Documents; Ownership of Subsidiarie:.

(@) Permit any Loan Party to (i) amend, modify, waivechange its Organization Documents in a manneenmadly adverse to the Lenders or i
manner that permits any Person to, at any time, mere than twentyive percent (25.0%) of the voting equity secust@ the Principal Borrower, or (
create, acquire or permit to exist or permit orseaany of their Subsidiaries to create, acquitgeomit to exist, any Foreign Subsidiaries.

(b) Notwithstanding any other provisions of this Agresrto the contrary, permit any Consolidated Pattyer than Highwoods Properti
Highwoods Realty or any Preferred Stock Subsidtaryssue any shares of preferred Equity Interestany Person other than a Loan Party. Further
Highwoods Realty and Highwoods Properties shadlliatimes maintain ownership, directly or indirggthll of the Equity Interests of AP Southeast fdid
Partners, L.P., a Delaware limited partnership ldighwoods Realty GP Corp., a Delaware corporatéxtept to the extent any such entity is merged @
Borrower or Guarantor in accordance with the piiowis of Section 7.04ereof.

7.10 Non-Guarantor Subsidiary Restrictions.

Notwithstanding any other provision of this Agreerehe Loan Parties shall prohibit any N@urarantor Subsidiary from incurring any Indebted
that is recourse to any Loan Party, other thanbdtetiness in the form of customary non-recourseesams for fraud, misapplication of funds, environnad
indemnities, and other similar exceptions to naotese provisions (including exceptions relatingbmkruptcy, insolvency, receivership, napprove:
transfers or other similar events).

7.11 Negative Pledge.

Enter into, assume or become subject to any Neg&iiedge or any other agreement prohibiting orretise restricting the creation or assumptio
any Lien upon its properties or assets, whether omwed or hereafter acquired, or requiring the godrany security for such obligation if securigygiven fo
some other obligation except pursuant to any doctimeinstrument governing Indebtedness that de¢sasult in any violation of the covenants settfan
Section 7.0&ereof and is not otherwise prohibited by this Asgnent or any other Loan Document, providieat any such restriction contained therein re
only to the properties or assets constructed auieed)in connection with such Indebtedness.
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7.12 Sale Leaseback.

Except as could not reasonably be expected to dvaterial Adverse Effect, directly or indirectlyecome or remain liable as lessee or as gua
or other surety with respect to any lease, whetheoperating lease or a capital lease, of any pipfehether real or personal or mixed), whethew rmwnec
or hereafter acquired, (a) which such Person Hdsosdransferred or is to sell or transfer to asBa which is not a Consolidated Party or (b) wisabh Persc
intends to use for substantially the same purpssg other property which has been sold or iteddd or transferred by such Person to anothesoRewvhict
is not a Consolidated Party in connection with slecise.

7.13 Prepayments of Indebtedness, et

(@) If any Default or Event of Default has occurred @&dontinuing or would be directly or indirectlawsed as a result thereof, after the isst
thereof, amend or modify (or permit the amendmemnhodification of) any of the terms of any Indebteds of such Person if such amendment or modiit
would add or change any terms in a manner adverteetissuer of such Indebtedness, or shorteninlérhaturity or average life to maturity or recian)
payment to be made sooner than originally schechiéacrease the interest rate applicable theretthange any subordination provision thereof; or

(b) if any Default or Event of Default has occurred @dontinuing or would be directly or indirectlpused as a result thereof, make (or give
notice with respect thereto) any voluntary or optilopayment or prepayment or redemption or acdoiisfor value of (including without limitation, byay of
depositing money or securities with the trustedhwitspect thereto before due for the purpose ahpayhen due), refund, refinance or exchange ofathg
Indebtedness.

7.14 Anti-Terrorism Laws; FCPA .

() Be an “enemy” or an “ally of the enemyithin the meaning of Section 2 of the Trading wiitle Enemy Act of the United States of America
U.S.C. App. 88 Ekt seq), as amended. Neither any Loan Party nor anjsdubsidiaries is in violation of (i) the Tradingth the Enemy Act, as amended,
any of the foreign assets control regulations efltmited States Treasury Department (31 CFR, Sail@jtChapter V, as amended) or any enabling latiis
or executive order relating thereto or (iii) thectAas defined in Section 10.17); or

(b)  fail to be in compliance with the Foreign @t Practices Act, 15 U.S.C. §§ 78ddellseq, and any foreign counterpart thereto.
ARTICLE VIl
EVENTS OF DEFAULT AND REMEDIES
8.01 Events of Default.

Any of the following shall constitute an Event oéfault:

() NonrPayment Any Borrower or any other Loan Party fails toygg when and as required to be paid herein, anguant of principal of any
Loan, or (ii) within three (3) days after the sabeeomes due, any interest on any Loan, or anydeéndreunder, or (iii) within five (5) days afteetsame
becomes due, any other amount payable hereundeder any other Loan Document; or

(b)  Specific Covenants The Borrowers fail to perform or observe anyrtecovenant or agreement contained in any of Seétiol, 6.02, 6.03,
6.05, 6.07(with respect to maintenance of insurance), 6801or 6.120r Article VIl or the Guaranty given by any Guarantor or any sioni thereof shalll

cease to be in full force and effect (other thaa assult of a release of the applicable Guarantaccordance with the terms and conditions hereofany
Guarantor or any Person acting by or on behalfiohGuarantor shall
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deny or disaffirm such Guaranterdbligations under such guaranty, or any Guarasitall default in the due performance or observafiany term, covena
or agreement on its part to be performed or obskpuesuant to any Guarantyprovided, however, that if the Borrowers default in performance bservanc
of any financial covenant set forth in Section 7i@8eof solely as a result of an adjustment of thpi@lization Rate by the Lenders in accordancé wit
terms of the definition of such term (and for ndest reason), such resultant violation of such fa@ncovenants shall not constitute an Event ofaDH
hereunder to the extent the Borrowers cure sudatiéns within a period of one hundred twenty (18ays following such adjustment; or

(c) Other Defaults (A) Any insurance company with which the Borrgwenaintain insurance ceases to be financially daurd reputable,
required by Section 6.07, and such failure consrfoe ten (10) days or (B) any Loan Party fail§iygperform or observe any other covenant or ageggrmo
specified in subsection (a), (b) and/or (c)(A) adosontained herein on its part to be performeobserved and such failure continues for thirty @&ys or (ii
fails to perform or observe any other covenantgreament in any other Loan Document within the graccure period provided for therein (or, if nals
grace or cure period is specified, within thirt@)8lays of the occurrence of such failure); or

(d) Representations and Warrantie&ny representation, warranty, certification tatsment of fact made or deemed made by or on behidle
Borrowers or any other Loan Party herein, in afneot.oan Document, or in any document deliverecbimnection herewith or therewith shall be incorct
misleading when made or deemed made; or

(e) CrossDefault.

0] The Borrowers or any Subsidiary of/af them: (A) fails to make any payment when dwbdther by scheduled matur
required prepayment, acceleration, demand, or wikey in respect of any Indebtedness or Guarawt&er than Indebtedness hereundetr
Indebtedness under Swap Contracts) having an aagregncipal amount (including undrawn committeédagailable amounts and includ
amounts owing to all creditors under any combinedymdicated credit arrangement) of more than thee§hold Amount, or (B) fails
observe or perform any other agreement or conditaating to any Indebtedness or Guarantee havingggregate principal amo
(including undrawn committed or available amoumsd @ncluding amounts owing to all creditors undey @ombined or syndicated cre
arrangement) of more than the Threshold Amounbatained in any instrument or agreement evidenaaguring or relating thereto, or ¢
other event occurs, the effect of which defaultotdrer event is to cause, or to permit the holdehaders of such Indebtedness or
beneficiary or beneficiaries of such Guaranteea(drustee or agent on behalf of such holder ordrsldr beneficiary or beneficiaries)
cause, with the giving of notice if required, suodebtedness to be demanded or to become duelmr tepurchased, prepaid, defease
redeemed (automatically or otherwise), or an diferepurchase, prepay, defease or redeem suchtéuiedss to be made, prior to its st
maturity, or such Guarantee to become payabledr callateral in respect thereof to be demanded; or

(i) there occurs under any Swap ContaacEarly Termination Date (as defined in such S@aptract) resulting from (A) ai
event of default under such Swap Contract as tehvhny Borrower or any Subsidiary of any of thenthis Defaulting Party (as definec
such Swap Contract) or (B) any Termination Evestga defined) under such Swap Contract as to wdrighBorrower or any Subsidiary
any of them is an Affected Party (as so defined), ameither event, the Swap Termination Value olgdhe Borrower or such Subsidiary
a result thereof is greater than the Threshold Artioar

® Insolvency Proceedings, EtcAny Loan Party or any of their Subsidiaries ig#s or consents to the institution of any procagdnder any
Debtor Relief Law, or makes an assignment for #eefit of creditors; or applies for or consentsh® appointment of any receiver, trustee, custqdian
conservator, liquidator, rehabilitator or simildficer for it or for all or any material part ofsipproperty; or any receiver, trustee, custodianseovator,
liquidator, rehabilitator or similar officer is apimted without the application or consent of suelhsBn and the appointment continues undischargedstayed
for 60 calendar days; or any proceeding under agiyt@ Relief Law relating to any such Person alt@r any material part of its property is instéd without
the consent of such Person and continues undistnisagnstayed for sixty (60) calendar days, or @eofor relief is entered in any such proceedong;
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(9) Inability to Pay Debts; Attachment(i) Any Borrower or any Subsidiary or any of théecomes unable or admits in writing its inabibtyfails
generally to pay its debts as they become dueij)oary writ or warrant of attachment or executionsimilar process is issued or levied againsbalany
material part of the property of any such Persahiamot released, vacated or fully bonded withirty (30) days after its issue or levy; or

(h)  Judgments There is entered against any Borrower or anysf8lidry of any of them (i) a final judgment or order the payment of money in
aggregate amount exceeding the Threshold Amounth@aextent not covered by independent tipiagty insurance as to which the insurer does reyudi
coverage), or (ii) any one or more nomnetary final judgments that have, or could reabtnbe expected to have, individually or in thggate, a Materi
Adverse Effect and, in either case, (A) enforcenmnteedings are commenced by any creditor upom jsuigment or order, or (B) there is a period aiftyl
(30) consecutive days during which a stay of emorent of such judgment, by reason of a pendingampetherwise, is not in effect; or

0] ERISA. (i) An ERISA Event occurs with respect to a Ren$’lan or Multiemployer Plan which has resulted¢auld reasonably be expecte:
result in liability of the Borrower under Title I'6f ERISA to the Pension Plan, Multiemployer Planttoe PBGC in an aggregate amount in excess ¢
Threshold Amount, or (ii) the Borrower or any ERI®¥iliate fails to pay when due, after the expicat of any applicable grace period, any installr
payment with respect to its withdrawal liabilityder Section 4201 of ERISA under a MultiemployernPila an aggregate amount in excess of the Thre
Amount; or

() Invalidity of Loan Documents Any material provision of any Loan Documentaay time after its execution and delivery and foy aeaso
other than as expressly permitted hereunder oetineler or satisfaction in full of all the Obligat®) ceases to be in full force and effect; or angrn_Party ¢
any other Person contests in any manner the walidienforceability of any provision of any Loan @wnent; or any Loan Party denies that it has arfyrtinel
liability or obligation under any Loan Document,gurports to revoke, terminate or rescind any miovi of any Loan Document; or

(k) Change of Contral There occurs any Change of Control.

8.02 Remedies Upon Event of Defaul.

If any Event of Default occurs and is continuirntge tAdministrative Agent shall, at the request ofpmay, with the consent of, the Required Lenc
take any or all of the following actions:

(@) declare the Commitment of each Lender to nhalems to be terminated, whereupon such Commitnsdrah be terminated;

(b)  declare the unpaid principal amount of alistanding Loans, all interest accrued and unpaicetin, and all other amounts owing or payable
hereunder or under any other Loan Document to Ineeidiately due and payable, without presentmentageiprotest or other notice of any kind, all ofieth
are hereby expressly waived by the Borrower; and

(c) exercise on behalf of itself and the Lendgksights and remedies available to it and theds¥s under the Loan Documents;

provided, however, that upon the occurrence of an actual or deemggt ef an order for relief with respect to any Biwer under the Bankruptcy Code of
United States, the obligation of each Lender toenak.oan shall automatically terminate, or if treahs have been made the unpaid principal amouall
outstanding Loans and all interest and other ansoast aforesaid shall automatically become due aydhpe, in each case without further act of
Administrative Agent or any Lender.
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8.03 Application of Funds .

After the exercise of remedies provided for in 8er8.02(or after the Loans have automatically become imately due and payable), any amot
received on account of the Obligations shall bdiagfby the Administrative Agent in the followingder:

First , to payment of that portion of the Obligations sfitating fees, indemnities, expenses and otheruatso(including fees, charges
disbursements of counsel to the Administrative Agem amounts payable under Article)llhayable to the Administrative Agent in its capaeis such;

Second to payment of that portion of the Obligations stitating fees, indemnities and other amounts (oti@n principal and interest) payable to
Lenders (including fees, charges and disbursentémisunsel to the respective Lenders (including f@ed time charges for attorneys who may be empoyg
any Lender) and amounts payable under Articlg,lHatably among them in proportion to the respecmounts described in this clause Seqoewghble t
them:;

Third , to payment of that portion of the Obligations siitating accrued and unpaid interest on the Laar other Obligations, ratably among
Lenders in proportion to the respective amountsritesd in this clause Thirgayable to them;

Fourth , to payment of that portion of the Obligations stinting unpaid principal of the Loans, ratably ang the Lenders in proportion to
respective amounts described in this clause Fdwatth by them; and

Last, the balance, if any, after all of the Obligatidresre been indefeasibly paid in full, to the Boreowr as otherwise required by Law.
ARTICLE IX
ADMINISTRATIVE AGENT

9.01 Appointment and Authority .

Each of the Lenders hereby irrevocably appointsi$\drgo Bank, National Association to act on gbdif as the Administrative Agent hereunder
under the other Loan Documents and authorizes theidistrative Agent to take such actions on itsatehnd to exercise such powers as are delegatés
Administrative Agent by the terms hereof or thereofiether with such actions and powers as areneady incidental thereto. Without limiting thergeality
of the foregoing, the use of the terms “Agent”, fAistrative Agent”, “agentand similar terms in the Loan Documents with refeeeto the Administrati
Agent is not intended to connote any fiduciary tiveo implied (or express) obligations arising undgency doctrine of any applicable Law. Insteast a
such terms is merely a matter of market custom, iandtended to create or reflect only an admiaiste relationship between independent contra
parties. The provisions of this Article are soldy the benefit of the Administrative Agent an@ thenders and neither the Borrowers nor any otoeanlPart
shall have rights as a third party beneficiarymf af such provisions.

9.02 Rights as a Lender.

The Person serving as the Administrative Agent treder shall have the same rights and powers icajpgcity as a Lender as any other Lende
may exercise the same as though it were not theifistmative Agent and the term “Lender” or “Lendeshall, unless otherwise expressly indicated oras
the context otherwise requires, include the Pessoning as the Administrative Agent hereunder snindividual capacity. Such Person and its Affédama’
accept deposits from, lend money to, act as thenéiml advisor or in any other advisory capacitydad generally engage in any kind of business it}
Borrower or any Subsidiary or Affiliate of any d¢fem as if such Person were not the Administratiger& hereunder and without any duty to accountfbe
to the Lenders.
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9.03 Exculpatory Provisions.

The Administrative Agent shall not have any dutieobligations except those expressly set fortleineand in the other Loan Documents. Witl
limiting the generality of the foregoing, the Adnstnative Agent:

(@) shall not be subject to any fiduciary or otingplied duties, regardless of whether a Defaa#t bccurred and is continuing;

(b)  shall not have any duty to take any discregig action or exercise any discretionary powexsept discretionary rights and powers expressly
contemplated hereby or by the other Loan Documtatsthe Administrative Agent is required to exsecas directed in writing by the Required Lenders (
such other number or percentage of the Lendersadisbe expressly provided for herein or in theeothoan Documents), providékat the Administrative
Agent shall not be required to take any action, timaits opinion or the opinion of its counsel, magpose the Administrative Agent to liability omaths contran
to any Loan Document or applicable law; and

(c) shall not, except as expressly set forth hereinimtige other Loan Documents, have any duty tolas; and shall not be liable for the failure
disclose, any information relating to any Borroweany Subsidiary or Affiliate of any of them thatcommunicated to or obtained by the Person sgrmsnthe
Administrative Agent or any of its Affiliates in grtapacity.

The Administrative Agent shall not be liable foryaaction taken or not taken by it (i) with the censor at the request of the Required Lendet
such other number or percentage of the Lenderbalkt®e necessary, or as the Administrative Agéatldelieve in good faith shall be necessary, uride
circumstances as provided in Sections 1@Ad 8.02) or (ii) in the absence of its own gross negligenc willful misconduct as determined by a cou
competent jurisdiction in a final naappealable judgment. The Administrative Agentishat be deemed to have knowledge or notice ofotmirrence of
Default unless the Administrative Agent has recginetice from a Lender or the Principal Borrowefergng to this Agreement, describing with reasde
specificity such Default and stating that suche®ts a “notice of default.”

The Administrative Agent shall not be responsiloledr have any duty to ascertain or inquire inja(iy statement, warranty or representation me
or in connection with this Agreement or any otherah Document, (ii) the contents of any certificateport or other document delivered hereund:
thereunder or in connection herewith or therew(l),the performance or observance of any of theemants, agreements or other terms or conditienfort
herein or therein or the occurrence of any Defdiy},the validity, enforceability, effectiveness genuineness of this Agreement, any other Loarub@nt o
any other agreement, instrument or document oth@ satisfaction of any condition set forth in Al#i IV or elsewhere herein, other than to confirm recef
items expressly required to be delivered to the inibtrative Agent.

9.04 Reliance by Administrative Agent.

The Administrative Agent shall be entitled to reigon, and shall not incur any liability for relyingoon, any notice, request, certificate, con:
statement, instrument, document or other writingel(iding any electronic message, Internet or imramebsite posting or other distribution) reasoy
believed by it to be genuine and to have been digsent or otherwise authenticated by the propesdhe The Administrative Agent also may rely u@omy
statement made to it orally or by telephone andaeably believed by it to have been made by theer®erson, and shall not incur any liability fetying
thereon. In determining compliance with any candithereunder to the making of a Loan that byatsis must be fulfilled to the satisfaction of a den the
Administrative Agent may presume that such conditsatisfactory to such Lender unless the Adrtratize Agent shall have received notice to theticog
from such Lender prior to the making of such Lodie Administrative Agent may consult with legaluosel (who may be counsel for the Borrows
independent accountants and other experts selbgtédand shall not be liable for any action takemot taken by it in accordance with the advitamy sucl
counsel, accountants or experts.
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9.05 Delegation of Duties.

The Administrative Agent may perform any and alitefduties and exercise its rights and powersureter or under any other Loan Document t
through any one or more sub-agents appointed bjdhnanistrative Agent and shall not be responsfblethe negligence or misconduct of any sigent that
selects in the absence of gross negligence oruwitisconduct as determined by a court of competeigdiction in a final norappealable judgment. T
Administrative Agent and any such sapent may perform any and all of its duties and@se its rights and powers by or through theipessive Relate
Parties. The exculpatory provisions of this Agishall apply to any such sub-agent and to thet&ktRarties of the Administrative Agent and anyhssigb-
agent, and shall apply to their respective acésitin connection with the syndication of the crdditilities provided for herein as well as actiegia
Administrative Agent.

9.06 Resignation of Administrative Agent.

The Administrative Agent (a) may at any time givaice of its resignation to the Lenders and ther@w@ers or (b) may be removed as administri
agent by all of the Lenders (other than the Lentthen acting as Administrative Agent) and the Bomosvupon 30 days' prior written notice if
Administrative Agent (i) is found by a court of cpatent jurisdiction in a final, noappealable judgment to have committed gross negliger willful
misconduct in the course of performing its dutieselunder or (i) has become or is insolvent or beasome the subject of a bankruptcy or insolw
proceeding, or has had a receiver, conservatastetuor custodian appointed for it, or has taken aation in furtherance of, or indicating its conséo,
approval of or acquiescence in any such proceedingppointment. Upon any such resignation or raahahe Required Lenders shall have the rigr
consultation with the Principal Borrower, to appansuccessor, which shall be a bank with an offidde United States, or an Affiliate of any sumnk witt
an office in the United States. If no such sucoeskall have been so appointed by the Requiredérsrand shall have accepted such appointmentwifihity
(30) days after the current Administrative Agentegi notice of its resignation or after the curr&diministrative Agent has received notice of its caal a
provided above, then the current Administrative dtgeay on behalf of the Lenders, appoint a sucece&dministrative Agent meeting the qualificatiors
forth above; providethat if the Administrative Agent shall notify theoBowers and the Lenders that no qualifying Petsmaccepted such appointment,
such resignation or removal shall nonetheless beceffiective in accordance with such notice andt&)retiring or removed Administrative Agent shiag
discharged from its duties and obligations hereurshel under the other Loan Documents (except thahé case of any collateral security held by
Administrative Agent on behalf of the Lenders unday of the Loan Documents, the retiring or remoXelininistrative Agent shall continue to hold s
collateral security until such time as a succeggiministrative Agent is appointed) and (2) all pants, communications and determinations providelbe
made by, to or through the Administrative Agentlsinatead be made by or to each Lender directiyi] such time as the Required Lenders appointaessc
Administrative Agent as provided for above in ti#sction. Upon the acceptance of a successmppointment as Administrative Agent hereundech
successor shall succeed to and become vested With the rights, powers, privileges and dutiestioé retiring or removed Administrative Agent, arng
retiring or removed Administrative Agent shall bisaharged from all of its duties and obligationselueder or under the other Loan Documents (if iretd)
discharged therefrom as provided above in thisi@®ct The fees payable by the Borrowers to a ssmeAdministrative Agent shall be the same ase
payable to its predecessor unless otherwise adpetagen the Borrowers and such successor.

After the retiring or removed Administrative Agesittesignation or removal hereunder and under therdtoan Documents, the provisions of
Article IX and_Section 10.04hall continue in effect for the benefit of suckirneg or removed Administrative Agent, its sub atgeand its respective Rela
Parties in respect of any actions taken or omittede taken by any of them while the retiring anoxved Administrative Agent was acting as Adminitshe
Agent.

9.07 Non-Reliance on Administrative Agent and Other Lenders.

Each of the Lenders expressly acknowledges andeaghat neither the Administrative Agent nor anyitsfofficers, directors, employees, age
counsel, attorneys-ifact or other Affiliates has made any representiatior warranties to such Lender and that no agheyAdministrative Agent hereaf
taken, including any review of the affairs of therBwers, any other Loan Party or any of their eesipe Subsidiaries or Affiliates, shall be deene
constitute any such representation or warrantyhbyAdministrative Agent to any Lender. Each of tleaders acknowledges that it has made its owritaac
legal analysis and decision to enter into this &grent and the transactions contemplated
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hereby, independently and without reliance uponAtiministrative Agent, any other Lender or courtsethe Administrative Agent, or any of their resjpes
officers, directors, employees, agents or coutasel,based on the financial statements of the Barsvthe other Loan Parties, and their respectiNgsiBiarie
and Affiliates, and inquiries of such Personsjrttependent due diligence of the business andraffdithe Borrowers, the other Loan Parties, thespectiv
Subsidiaries and other Persons, its review of t@nLDocuments, the legal opinions required to bieeated to it hereunder, the advice of its own cgelran:
such other documents and information as it has ddesppropriate. Each of the Lenders also acknaetedhat it will, independently and without relia
upon the Administrative Agent, any other Lendecaunsel to the Administrative Agent or any of threispective officers, directors, employees and &geam
based on such review, advice, documents and intamas it shall deem appropriate at the time, iooet to make its own decisions in taking or notirig
action under the Loan Documents. The Administeafigent shall not be required to keep itself infedmas to the performance or observance by the ®ere
or any other Loan Party of the Loan Documents graher document referred to or provided for themi to inspect the properties or books of, or maky
other investigation of, the Borrowers, any othermhdParty or any of their respective Subsidiariescept for notices, reports and other documents
information expressly required to be furnishedhe tenders by the Administrative Agent under thigréement or any of the other Loan Documents
Administrative Agent shall have no duty or respbiligy to provide any Lender with any credit or ethinformation concerning the business, operat
property, financial and other condition or creditttness of the Borrowers, any other Loan Partgror other Subsidiary or Affiliate thereof which megme
into possession of the Administrative Agent or afyits officers, directors, employees, agents, ratgs-infact or other Affiliates. Each of the Lend
acknowledges that the Administrative Ageniggal counsel in connection with the transacticorgemplated by this Agreement is only acting@seel to th
Administrative Agent and is not acting as counsedry Lender.

9.08 No Other Duties, Etc.

Anything herein to the contrary notwithstandingnemf the Sole Bookrunner, Arranger or other tilesiecessary listed on the cover page hereo
have any powers, duties or responsibilities unkisrAgreement or any of the other Loan Documentsept in its capacity, as applicable, as the Adstiative
Agent or a Lender hereunder.

9.09 Administrative Agent May File Proofs of Claim .

In case of the pendency of any receivership, irsay, liquidation, bankruptcy, reorganization, agement, adjustment, composition or other jud
proceeding relative to any Loan Party, the Admiaiste Agent (irrespective of whether the principélany Loan shall then be due and payable asn
expressed or by declaration or otherwise and ieesge of whether the Administrative Agent shal/éanade any demand on the Borrowers) shall beled
and empowered, by intervention in such proceedimgterwise:

(@) tofile and prove a claim for the whole ambaiithe principal and interest owing and unpaidespect of the Loans and all other Obligations
that are owing and unpaid and to file such otheudeents as may be necessary or advisable in ardexve the claims of the Lenders and the Administra
Agent (including any claim for the reasonable congation, expenses, disbursements and advances bétiders and the Administrative Agent and their
respective agents and counsel and all other amduetshe Lenders and the Administrative Agent urgkstions2.09and 10.04 allowed in such judicial
proceeding; and

(b)  to collect and receive any monies or othepprty payable or deliverable on any such claintstardistribute the same;

and any custodian, receiver, assignee, trustegidéitpr, sequestrator or other similar officialany such judicial proceeding is hereby authorizgdeact
Lender to make such payments to the Administraiigent and, in the event that the Administrative Agghall consent to the making of such paymentcty
to the Lenders, to pay to the Administrative Agemy amount due for the reasonable compensatiorenseg, disbursements and advances c
Administrative Agent and its agents and counsel,ary other amounts due the Administrative AgemteurSections 2.06nd 10.04
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Nothing contained herein shall be deemed to awbdhe Administrative Agent to authorize or congendr accept or adopt on behalf of any Le
any plan of reorganization, arrangement, adjustmerdomposition affecting the Obligations or thghts of any Lender or to authorize the Administte
Agent to vote in respect of the claim of any Lenidesiny such proceeding.

9.10 Guaranty Matters .

The Lenders irrevocably authorize the AdministatAgent to release any Guarantor from its obligetibereunder and under each of the other
Documents to the extent (a) such release is reggidst such Guarantor and the Principal Borrowesdoordance the provisions set forthSaction 6.12(k
hereof and upon the satisfaction of the conditises forth in such_Section 6.12(f8s reasonably determined by the Administrative iiger (b) if sucl
Guarantor ceases to be a Subsidiary as a resaltrahsaction permitted hereunder. Upon requeshdyAdministrative Agent at any time, the Lendeil
confirm in writing the Administrative Agent's auttity to grant releases and terminations pursuarnhig Section 9.10 Further, the Administrative Agent
hereby authorized by the Lenders, upon the reqpfeahy Guarantor released pursuant to Section I6) 1#reof, to execute and deliver to such Guarar
document (in form and substance acceptable to tmiristrative Agent) evidencing such release.

ARTICLE X
MISCELLANEOUS

10.01 Amendments, Etc.

No amendment or waiver of any provision of this égment or any other Loan Document, and no coneesmhy departure by the Borrowers or
other Loan Party therefrom, shall be effective ssl® writing signed by the Required Lenders amdBbrrowers or the applicable Loan Party, as tise caa
be, and acknowledged by the Administrative Agentl each such waiver or consent shall be effectinhg io the specific instance and for the specificgmst
for which given; provided however, that no such amendment, waiver or consent shall:

(&) waive any condition set forth in Section 4&)without the written consent of each Lender;

(b)  extend or increase the Commitment of any keifdr reinstate any Commitment of any Lender teatgd pursuant to Section 8.p0&ithout the
written consent of such Lender;

(c) postpone any date fixed by this Agreement or ahgrotoan Document for any payment or mandatory gyent of principal, interest, fees
other amounts due to the Lenders (or any of thezn@under or under any other Loan Document, or waivwe Default or Event of Default occurring un
Section 8.01(a), without the written consent ofrekender directly affected thereby;

(d) reduce the principal of, or the rate of ietrspecified herein on, any Loan or (subject ans¢ (v) of the second proviso to this Section1p.0
any fees or other amounts payable hereunder orrwaeother Loan Document, or change the manneopfputation of any financial ratio (including ¢
change in any applicable defined term) used inrdeténg the Applicable Rate that would result imegluction of any interest rate on any Loan or age
payable hereunder without the written consent ohdaender directly affected thereby; providdibwever, that only the consent of the Required Lenderd
be necessary to amend the definition of “DefaulieRar to waive any obligation of the Borrowersp@ay interest at the Default Rate;

(e) change Section 2.0 Section 8.03n a manner that would alter the pro rata sharingegments required thereby without the writtenszt o
each Lender;

) change any provision of this Section or thedimitions of “Required Lenders”, “Supermajority maers”, or “Defaulting Lenderbr any othe
provision hereof specifying the number or perceataLenders required to amend, waive or otherwisdify any rights hereunder or make any determm
or grant any consent hereunder without the writiemsent of each Lender; or
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(9) release (other than in accordance with tloeipions of Section 9.1Rereof) any Guarantor from the Guaranty or othexwimdify the materi
provisions thereof without the written consent a€le Lender;

and, providedurther, that no amendment, waiver or consent shall, srilesvriting and signed by the Administrative Agém@addition to the Lenders requil
above, affect the rights or duties of the AdmiriStre Agent under this Agreement or any other LBextument. Notwithstanding anything to the cont
herein, no Defaulting Lender shall have any righapprove or disapprove any amendment, waiver msaxd hereunder.

10.02 Notices; Effectiveness; Electronic Communicatiol.

() Notices Generally Except in the case of notices and other comnatioics expressly permitted to be given by telephand except ¢
provided in subsection (b) below), all notices anlder communications provided for herein shall bevriting and shall be delivered by hand or ovehnt
courier service, mailed by certified or registenagl or sent by telecopier as follows, and all oesi and other communications expressly permitteeuineler t
be given by telephone shall be made to the appédetephone number, as follows:

0] if to any of the Borrowers or the Athistrative Agent, to the address, telecopier numbéctronic mail address or teleph
number specified for the Principal Borrower on Sitlie 10.02 and

(i) if to any other Lender, to the adsBetelecopier number, electronic mail addresglephone number specified in its Administra
Questionnaire.

Notices sent by hand or overnight courier servicemailed by certified or registered mail, shalldeemed to have been given when received; notergshs
telecopier shall be deemed to have been given wheh(except that, if not given during normal basehours for the recipient, shall be deemed te bae
given at the opening of business on the next Bssifzay for the recipient). Notices delivered thglowelectronic communications to the extent providt
subsection (b) below, shall be effective as pradislesuch subsection (b).

(b) Electronic Communications Notices and other communications to the Lendeneunder may be delivered or furnished by eleat
communication (including e-mail and Internet oramet websites) pursuant to procedures approvettiecoAdministrative Agent, providetthat the foregoin
shall not apply to notices to any Lender pursuarirticle Il if such Lender has notified the Administrative Agémat it is incapable of receiving notices ur
such Article by electronic communication. The Adisirative Agent or the Borrowers may, in theirpestive discretion, agree to accept notices andr
communications to it hereunder by electronic comications pursuant to procedures approved by itvidedl that approval of such procedures may be lin
to particular notices or communications.

Unless the Administrative Agent otherwise pres@jl@ notices and other communications sent te-arail address shall be deemed received
the sender’s receipt of an acknowledgement fromirttended recipient (such as by the “return receptiested” function, as available, returmaH or othe
written acknowledgement), providedat if such notice or other communication is nemtsduring the normal business hours of the regipiguch notice «
communication shall be deemed to have been seheabpening of business on the next Business Dayh#orecipient, and (ii) notices or communicat
posted to an Internet or intranet website shaldlbéemed received upon the deemed receipt by thedederecipient at its Brail address as described in
foregoing clause (i) of notification that such wetior communication is available and identifying tebsite address therefor.

(c)  The Platform THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.” THE AGENT PARTIES (AS DEFINED BELOW) D
NOT WARRANT THE ACCURACY OR COMPLETENESS OF THE BGBRWER MATERIALS OR THE ADEQUACY OF THE PLATFORM, AN
EXPRESSLY DISCLAIM LIABILITY FOR ERRORS IN OR OMIS®NS FROM THE BORROWER MATERIALS. NO WARRANTY OF MY KIND,
EXPRESS, IMPLIED OR STATUTORY, INCLUDING ANY WARRANY OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PUROSE, NON-
INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM FROMIRUSES OR OTHER CODE DEFECTS, IS MADE BY ANY AGENFARTY IN
CONNECTION WITH THE BORROWER MATERIALS OR THE PLATBRM. In no event shall the Administrative Agentany of its Related Parti
(collectively, the “ Agent Parti€§ have any liability to the Borrowers, any Lenderay other Person for losses, claims, damageslitiebior expenses of a
kind (whether in tort, contract or otherwise) argsbut of the Borrowers’ or the Administrative Agentransmission of Borrower Materials through thefnet
except to the extent that such losses, claims, daspdiabilities or expenses are determined byustasf competent jurisdiction by a final and nonegiable
judgment to have resulted from the gross negligenaeiliful misconduct of such Agent Pariprovided, however, that in no event shall any Agent Party t
any liability to the Borrower, any Lender or anyet Person for indirect, special, incidental, cojpsatial or punitive damages (as opposed to doeettua
damages).
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(d) Change of Address, EtcEach of the respective Borrowers and the Adrrative Agent may change its address, telecopietel@phon
number for notices and other communications hereubyg notice to the other parties hereto. Eackrdtlender may change its address, telecopier epheh:
number for notices and other communications hereuby notice to the Borrowers and the Administethgent. In addition, each Lender agrees to nokié
Administrative Agent from time to time to ensuratthhe Administrative Agent has on record (i) afeefve address, contact name, telephone nui
telecopier number and electronic mail address tichwhotices and other communications may be seh(igraccurate wire instructions for such Lender.

(e) Reliance by Administrative Agent and LendefBhe Administrative Agent and the Lenders shalleimtitied to rely and act upon any not
(including telephonic Notices of Continuation andtides of Conversion) purportedly given by or omdlé of the Borrowers even if (i) such notices ward
made in a manner specified herein, were incommetgere not preceded or followed by any other fafimotice specified herein, or (ii) the terms thedres
understood by the recipient, varied from any conéition thereof. The Borrowers shall indemnify théministrative Agent, each Lender and the Rel
Parties of each of them from all losses, costseeses and liabilities resulting from the reliangesbch Person on each notice purportedly givenrtgndehal
of the Borrowers. All telephonic notices to antlesttelephonic communications with the AdministratAgent may be recorded by the Administrative A¢
and each of the parties hereto hereby consentgtorecording.

) Delivery of Consents/Responses by LenderBo the extent any consent, acknowledgement,eaggat or response is requested by
Administrative Agent from one or more of the Lersldrereunder, unless otherwise specified in suchiestq(as determined in the discretion of
Administrative Agent), such Lenders shall respaméiny such request within ten (10) Business Days\foh lesser or greater period as may be spdbjl
required under the express terms of the Loan Dontshelf a Lender fails to respond within the apgible time period, then such Lender shall be dekett
have approved the requested consent, acknowledgeageaement or responserovided, however, that this sentence shall not apply to amendmersier:
or consents that require the written consent ohdaender, or each Lender directly affected therghysuant to any of subsections (a) through (
Section 10.01.

10.03 No Waiver; Cumulative Remedies.

No failure by any Lender or the Administrative Agém exercise, and no delay by any such Persordrcising, any right, remedy, power or privile
hereunder shall operate as a waiver thereof; nalt ahy single or partial exercise of any rightnesly, power or privilege hereunder preclude angmth
further exercise thereof or the exercise of anyeotiight, remedy, power or privilege. The rightsmedies, powers and privileges herein providet
cumulative and not exclusive of any rights, remedwers and privileges provided by law.

10.04 Expenses; Indemnity; Damage Waive.

(@) Costs and ExpensesThe Borrowers shall pay (i) all reasonable dupaocket expenses incurred by the Administrative Agen its Affiliate:
(including the reasonable fees, charges and distnests of counsel for the Administrative Agent)connection with the syndication of the credit fitieis
provided for herein, the preparation, negotiatiexecution, delivery and administration of this Agreent, the other Loan Documents, the Fee Lettemy
amendments, modifications or waivers of the pravisi hereof or thereof (whether or not the traneasticontemplated hereby or thereby sha
consummated) and (ii) all reasonable oupoéket expenses incurred by the Administrative Agerany Lender (including the fees, charges astiudsemen
of any counsel for the Administrative Agent or drgnder), and shall pay all fees and time chargeattorneys who may be employees of the Adminiisi
Agent or any Lender, in connection with the enfameat or protection of its rights (A) in connectiatith this Agreement, the other Loan Documents ée
Fee Letter, including its rights under this Section (B) in connection with the Loans made hereunoieluding all such reasonable outymeket expens:
incurred during any workout, restructuring or négtidns in respect of such Loans.
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(b) Indemnification by the Borrower The Borrowers shall indemnify the Administratifgent (and any subgent thereof), each Arranger, €
Lender, and each Related Party of any of the fanggBersons (each such Person being called_anehindee”) against, and hold each Indemnitee harn
from, any and all losses, claims, damages, ligdsliand related expenses (including the reasorfable charges and disbursements of any counseinfy
Indemnitee), and shall indemnify and hold harmkssh Indemnitee from all fees and time chargesdistilirsements for attorneys who may be employe
any Indemnitee, incurred by any Indemnitee or asdexgainst any Indemnitee by any third party othgyBorrowers or any other Loan Party arisingautn
connection with, or as a result of (i) the exeautio delivery of this Agreement, any other Loan Dment or any agreement or instrument contemplateebl
or thereby, the performance by the parties heréthear respective obligations hereunder or thedeunthe consummation of the transactions contetey
hereby or thereby, or, in the case of the Admiatste Agent (and any sulgent thereof) and its Related Parties only, theimidtration of this Agreement a
the other Loan Documents, (ii) any Loan or the os@roposed use of the proceeds therefrom, (iy) actual or alleged presence or release of Hazs
Materials on or from any property owned or operdigdhe Borrowers or any of their Subsidiariesany Environmental Liability related in any way tee
Borrowers or any of their Subsidiaries, or (iv) amstual or prospective claim, litigation, investiga or proceeding relating to any of the foregoindnethe
based on contract, tort or any other theory, whellteught by a third party or by the Borrowers ol ather Loan Party, and regardless of whethei
Indemnitee is a party thereto, in all cases, whath@ot caused by or arising, in whole or in pattt of the comparative, contributory or sole nggfice of th
Indemnitee; provided that such indemnity shall rast,to any Indemnitee, be available to the exteat $uch losses, claims, damages, liabilities tatee
expenses (x) are determined by a court of compéteistliction by final and nonappealable judgmemthave resulted from the gross negligence or W
misconduct of such Indemnitee or (y) result froelam brought by the Borrowers or any other LoartyPagainst an Indemnitee for breach in bad faftbust
Indemnitees$ obligations hereunder or under any other Loarnub@nt, if the Borrowers or such Loan Party hasinbtha final and nonappealable judgmel
its favor on such claim as determined by a coudosfipetent jurisdiction.

(c) Reimbursement by LendersTo the extent that the Borrowers for any redsdrto indefeasibly pay any amount required unslgsection (i
or (b) of this Section to be paid by it to the Adistrative Agent (or any sudgent thereof) or any Related Party of any of tredoing, each Lender sever:
agrees to pay to the Administrative Agent (or anghssub-agent) or such Related Party, as the cagee such Lendes’Applicable Percentage (determi
as of the time that the applicable unreimbursecerge or indemnity payment is sought) of such unpaidunt, providedhat the unreimbursed expenst
indemnified loss, claim, damage, liability or reldtexpense, as the case may be, was incurreddsserted against the Administrative Agent (or archssub-
agent), or against any Related Party of any ofdhegoing acting for the Administrative Agent (aryasuch sukagent) in connection with such capacity.
obligations of the Lenders under this subsectidmfe subject to the provisions_of Section 2.09(d)

(d) Waiver of Consequential Damages, Effo the fullest extent permitted by applicable,lthe Borrowers shall not assert, and hereby waimg
claim against any Indemnitee, on any theory ofiliigh for special, indirect, consequential or ptivé damages (as opposed to direct or actual deshagising
out of, in connection with, or as a result of, tAigreement, any other Loan Document or any agreewreimstrument contemplated hereby, the transas
contemplated hereby or thereby, any Loan or theofisiee proceeds thereof. No Indemnitee referoeith subsection (b) above shall be liable for aagnege
arising from the use by unintended recipients gf iaformation or other materials distributed byhtough telecommunications, electronic or otheorinfatior
transmission systems in connection with this Agreetnor the other Loan Documents or the transactiongemplated hereby or thereby.

(e) Payments All amounts due under this Section shall be pleyaot later than ten Business Days after demiagettor.

® Survival. The agreements in this Section shall surviveésgnation of the Administrative Agent, the reqg@anent of any Lender and the
repayment, satisfaction or discharge of all theptbligations.
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10.05 Payments Set Asidt.

To the extent that any payment by or on behalhefBorrowers is made to the Administrative Agen&ioy Lender, or the Administrative Agent or
Lender exercises its right of setoff, and such penyor the proceeds of such setoff or any paretifes subsequently invalidated, declared to bediatent o
preferential, set aside or required (including pard to any settlement entered into by the Adnmaiste Agent or such Lender in its discretion) &rbpaid to
trustee, receiver or any other party, in connectidth any proceeding under any Debtor Relief Lawotiterwise, then (a) to the extent of such recqvir
obligation or part thereof originally intended te &atisfied shall be revived and continued inflaite and effect as if such payment had not beesteroa suc
setoff had not occurred, and (b) each Lender sbyergrees to pay to the Administrative Agent ugtamand its applicable share (without duplicatiohgumy
amount so recovered from or repaid by the Admiaiste Agent, plus interest thereon from the dateumh demand to the date such payment is madeasd
per annum equal to the Federal Funds Rate fromtintiene in effect. The obligations of the Lendargler clause (b) of the preceding sentence shalive
the payment in full of the Obligations and the teration of this Agreement.

10.06 Successors and Assigr.

(@) Successors and Assigns Generalljhe provisions of this Agreement shall be bigdirppon and inure to the benefit of the parties toeamc
their respective successors and assigns permigieabyy, except that neither the Borrowers nor ahgrotoan Party may assign or otherwise transfercdrits
rights or obligations hereunder without the priaitign consent of the Administrative Agent and ehehder and no Lender may assign or otherwise fige
any of its rights or obligations hereunder excéptd an Eligible Assignee in accordance with thievisions of subsection (b) of this Section, (ij) Way of
participation in accordance with the provisionssabsection (d) of this Section, or (ii) by way miedge or assignment of a security interest sulijeche
restrictions of subsection (f) of this Section (asdbject to the last sentence of the immediatellpWing subsection (b), any other attempted assigm o
transfer by any party hereto shall be null and koNothing in this Agreement, expressed or impliguhll be construed to confer upon any Persore(dtiar
the parties hereto, their respective successorassigns permitted hereby, Participants to thenextevided in subsection (d) of this Section aondhe exter
expressly contemplated hereby, the Related Partieach of the Administrative Agent and the Lenylersy legal or equitable right, remedy or claim eind
by reason of this Agreement.

(b) Assignments by LendersAny Lender may at any time assign to one or nidigible Assignees all or a portion of its rigletad obligation
under this Agreement (including all or a portioritsfCommitment and the Loan at the time owing)ioprovidedthat

@) except in the case of an assignménhe entire remaining amount of the assigning leslsdCommitment or the Loan at the ti
owing to it, the principal outstanding balance loé t_oan of the assigning Lender subject to each sssignment, determined as of the dat
Assignment and Assumption with respect to suctgassent is delivered to the Administrative AgentibtfTrade Date”is specified in the Assignme
and Assumption, as of the Trade Date, shall ndésethan $5,000,000 unless each of the Adminigtrétgent and, so long as no Event of Defauli
occurred and is continuing, the Principal Borrowérerwise consents (each such consent not to eEasomably withheld or delayed); provided
however, that concurrent assignments to members of argAssi Group and concurrent assignments from menoens Assignee Group to a sin
Eligible Assignee (or to an Eligible Assignee andmiers of its Assignee Group) will be treated afgle assignment for purposes of determi
whether such minimum amount has been met; providédther, however, that if after giving effect to such assignmeitite tamount of tr
Commitment held by such assigning Lender or thetantling principal balance of the Loan of suchgessg Lender, as applicable, would be less
$5,000,000, then such assigning Lender shall askgantire amount of its Commitment or its Loanapplicable, at the time owing to it;

(ii) each partial assignment shall be enad an assignment of a proportionate part ohallaissigning Lendes’rights and obligatiol
under this Agreement with respect to its Loan amsig

(iii) any assignment of a Commitment draan must be approved by the Administrative Ageoch approval not to be unreason

withheld or delayed) unless the Person that ipthposed assignee is itself a Lender (whether btheoproposed assignee would otherwise quali
an Eligible Assignee); and
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(iv) the parties to each assignment shadcute and deliver to the Administrative Agentasignment and Assumption, together wi
processing and recordation fee in the amount &84,and the Eligible Assignee, if it shall notdo&ender, shall deliver to the Administrative Ac
an Administrative Questionnaire.

Subject to acceptance and recording thereof byAtministrative Agent pursuant to subsection (cjhoé Section, from and after the effective datecHjal in
each Assignment and Assumption, the Eligible Assigthereunder shall be a party to this Agreemedf emthe extent of the interest assigned by
Assignment and Assumption, have the rights andyabitns of a Lender under this Agreement, and #isggaing Lender thereunder shall, to the exterthe
interest assigned by such Assignment and Assumpi®neleased from its obligations under this Agreet (and, in the case of an Assignment and Assan
covering all of the assigning Lendgrights and obligations under this Agreement, digtder shall cease to be a party hereto) but sbatinue to be entitle
to the benefits of Sections 3.0B.04, 3.05, and_10.04with respect to facts and circumstances occurriigy po the effective date of such assignment. f
request, the Borrowers (at their expense) shaligeeand deliver a Note to the assignee Lendew assignment or transfer by a Lender of rightskdigations
under this Agreement that does not comply with skilssection shall be treated for purposes of thieément as a sale by such Lender of a participatisucl
rights and obligations in accordance with subsedfit) of this Section.

(c) Register. The Administrative Agent, acting solely for thpsrpose as an agent of the Borrower, shall mairaaithe Administrative Agerd’
Office a copy of each Assignment and Assumptiorivdedd to it and a register for the recordatiorthef names and addresses of the Lenders, the i
amount of the Loan owing to, each Lender pursuathé terms hereof from time to time (the “ Regigje The entries in the Register shall be conclusived
the Borrowers, the Administrative Agent and the dens may treat each Person whose name is recarded Register pursuant to the terms hereof asdet
hereunder for all purposes of this Agreement, rnibistanding notice to the contrary. The Registalldie available for inspection by each of the Eipal
Borrower at any reasonable time and from time foetupon reasonable prior notice. In addition,rat ime that a request for a consent for a matem
substantive change to the Loan Documents is pendmgLender may request and receive from the Atbtnative Agent a copy of the Register.

(d) Participations Any Lender may at any time, without the cons&hor notice to, the Borrower or the Administraifgent, sell participatiol
to any Person (other than a natural person, ango2er or any of the Borrowers’ Affiliates or Subisides) (each, a “ Patrticipafit in all or a portion of suc
Lender’s rights and/or obligations under this Agneat (including all or a portion of the Loan owitmit); providedthat (i) such Lendes obligations under tt
Agreement shall remain unchanged, (ii) such Lersthell remain solely responsible to the other psartiereto for the performance of such obligationd
(iii) the Borrowers, the Administrative Agent arftetLenders shall continue to deal solely and direeith such Lender in connection with such Lendaight:
and obligations under this Agreement.

Any agreement or instrument pursuant to which adeersells such a participation shall provide thethsLender shall retain the sole right to enf
this Agreement and to approve any amendment, neadiidin or waiver of any provision of this Agreemeprovidedthat such agreement or instrument |
provide that such Lender will not, without the cemtsof the Participant, agree to any amendmentevair other modification described in the firsbyiso tc
Section 10.0%hat affects such Participant. Subject to subsed®) of this Section, the Borrowers agree thahdarticipant shall be entitled to the benefi
Sections 3.01 3.04and _3.05 to the same extent as if it were a Lender and bgdieed its interest by assignment pursuant toestttisy (b) of this Section. ~
the extent permitted by law, each Participant alsall be entitled to the benefits of Section 10.88 though it were a Lender, providaath Participant agre
to be subject to Section 2.48 though it were a Lender.

(e) Limitations upon Participant RightsA Participant shall not be entitled to receivey greater payment under Section 3dr13.04 than thi
applicable Lender would have been entitled to rexevith respect to the participation sold to suehtiBipant, unless the sale of the participatiorstict
Participant is made with the Principal Borroveeprior written consent. A Participant that wobkla Foreign Lender if it were a Lender shall reehtitled ti
the benefits of Section 3.Qinless the Principal Borrower is notified of thetdpation sold to such Participant and such Bgdint agrees, for the benefit
the Borrowers, to comply with Section 3.01és)though it were a Lender.
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(f)  Certain Pledges Any Lender may at any time pledge or assigncarity interest in all or any portion of its rightsder this Agreement
(including under its Note, if any) to secure obligas of such Lender, including any pledge or assignt to secure obligations to a Federal Reserm&;Ba
providedthat no such pledge or assignment shall releadelserider from any of its obligations hereunderursiitute any such pledgee or assignee for such
Lender as a party hereto.

10.07 Treatment of Certain Information; Confidentiality .

Each of the Administrative Agent and the Lenden®ag to maintain the confidentiality of the Infotina (as defined below), except that Informa
may be disclosed (a) to its Affiliates (includirgetArranger) and to its and its Affiliate®spective partners, directors, officers, employagents, advisors a
representatives (it being understood that the Rersém whom such disclosure is made will be infornoédhe confidential nature of such Information
instructed to keep such Information confidenti@), to the extent requested by any regulatory aitthpurporting to have jurisdiction over it (inaing an
selfregulatory authority, such as the National Assdmiebf Insurance Commissioners), (c) to the extequired by applicable laws or regulations or by
subpoena or similar legal process, (d) to any gbhety hereto, (e) in connection with the exerciany remedies hereunder or under any other LazuDen
or any action or proceeding relating to this Agreemor any other Loan Document or the enforcemémigbts hereunder or thereunder, (f) subject t
agreement containing provisions substantially thees as those of this Section, to (i) any assigriear darticipant in, or any prospective assigneer
Participant in, any of its rights or obligationsden this Agreement or (i) any actual or prospextounterparty (or its advisors) to any swap oivaére
transaction relating to the Borrowers and theirigattions, (g) with the consent of the Borrowers(loy to the extent such Information (x) becomes ol
available other than as a result of a breach ef$iiction or (y) becomes available to the Admiatste Agent or any Lender or any of their respectiffiliates
on a nonconfidential basis from a source other tharBorrowers.

For purposes of this Section, * Informatinmeans all information received from the Borrowersaay Subsidiary of any them relating to
Borrowers or any Subsidiary of any of them or ahtheir respective businesses, other than any sticimation that is available to the Administratigent o
any Lender on a nonconfidential basis prior to ldsare by the Borrowers or any Subsidiary of anyheim, providedhat, in the case of information recei
from the Borrowers or any Subsidiary of any of thafter the date hereof, such information is cle&tbntified at the time of delivery as confidenti@ny
Person required to maintain the confidentialityrdbrmation as provided in this Section shall besidered to have complied with its obligation tosdoif sucl
Person has exercised the same degree of care tdaimathe confidentiality of such Information asckuPerson would accord to its own confidel
information.

Each of the Administrative Agent and the Lendetenawledges that (a) the Information may includeeriat nonpublic information concerning t
Borrowers or a Subsidiary of any of them, as theeaaay be, (b) it has developed compliance proesdwgarding the use of material rublic informatior
and (c) it will handle such material non-publicdmhation in accordance with applicable Law, inchgdFederal and state securities Laws.

10.08 Right of Setoff.

If an Event of Default shall have occurred and betiouing, each Lender and each of their respedi¥iéiates is hereby authorized at any time
from time to time, to the fullest extent permitteg applicable law, subject to receipt of the prigitten consent of the Required Lenders exerciagtieir sol
discretion, to set off and apply any and all dejsogeneral or special, time or demand, provisiamdinal, in whatever currency) at any time hetdl athe
obligations (in whatever currency) at any time ayvby such Lender or any such Affiliate to or foe ttredit or the account of the Borrowers or anyeottoar
Party against any and all of the obligations of Bmerowers or such Loan Party now or hereaftertexgsunder this Agreement or any other Loan Docunte
such Lender, irrespective of whether or not suchdee shall have made any demand under this Agreeaneany other Loan Document and although
obligations of the Borrowers or such Loan Party rhaycontingent or unmatured or are owed to a brandffice of such Lender different from the brarar
office holding such deposit or obligated on suateistedness. The rights of each Lender and thegdetive Affiliates under this Section are in aidditto othe
rights and remedies (including other rights of ffgtihat such Lender or their respective Affiliatemy have. Each Lender agrees to notify the Bogrevan:
the Administrative Agent promptly after any sucho$fleand application, providethat the failure to give such notice shall not efffthe validity of such setc
and application.
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10.09 Interest Rate Limitation .

Notwithstanding anything to the contrary contaifire@ny Loan Document, the interest paid or agreebdketpaid under the Loan Documents shal
exceed the maximum rate of non-usurious interesnitied by applicable Law (the “ Maximum Ra&fe If the Administrative Agent or any Lender st
receive interest in an amount that exceeds the milaxi Rate, the excess interest shall be applietieégtincipal of the Loans or, if it exceeds suclpaic
principal, refunded to the Borrowers. In determgnivhether the interest contracted for, chargedeceived by the Administrative Agent or a Lendecezd
the Maximum Rate, such Person may, to the extemhitied by applicable Law, (a) characterize anymemt that is not principal as an expense, fe
premium rather than interest, (b) exclude volunfamgpayments and the effects thereof, and (c) areogtrorate, allocate, and spread in equal or usleggrt:
the total amount of interest throughout the contatep term of the Obligations hereunder.

10.10 Counterparts; Integration; Effectiveness.

This Agreement may be executed in counterparts Bgndifferent parties hereto in different countetppa each of which shall constitute an origi
but all of which when taken together shall congtita single contract. This Agreement and the dtieen Documents constitute the entire contract artbe
parties relating to the subject matter hereof amgessede any and all previous agreements and tadeirsys, oral or written, relating to the subjedtte
hereof. Except as provided in Section 4.®8is Agreement shall become effective when ifldi@/e been executed by the Administrative Agertt when th
Administrative Agent shall have received countetpaiereof that, when taken together, bear the gigesm of each of the other parties hereto. Defivdrar
executed counterpart of a signature page of thieémgent by telecopy shall be effective as delivérg manually executed counterpart of this Agreemen

10.11 Survival of Representations and Warranties.

All representations and warranties made hereundérim any other Loan Document or other documeniveledd pursuant hereto or thereto o
connection herewith or therewith shall survive éxecution and delivery hereof and thereof. Sughesentations and warranties have been or wilkebec
upon by the Administrative Agent and each Lendegardless of any investigation made by the Admailiste Agent or any Lender or on their behalf
notwithstanding that the Administrative Agent oydrender may have had notice or knowledge of anfalleat the time of the Borrowing or any conven
or continuation, and shall continue in full foraedeeffect as long as any Loan or any other Obligaliereunder shall remain unpaid or unsatisfied.

10.12 Severability .

If any provision of this Agreement or the other hoBocuments is held to be illegal, invalid or ur@néable, (a) the legality, validity &
enforceability of the remaining provisions of tiigreement and the other Loan Documents shall natfteeted or impaired thereby and (b) the parthesl
endeavor in good faith negotiations to replaceiltegal, invalid or unenforceable provisions withlid provisions the economic effect of which corassclos
as possible to that of the illegal, invalid or ufeeoeable provisions. The invalidity of a provisiin a particular jurisdiction shall not invalidate rende
unenforceable such provision in any other jurisdict
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10.13 Replacement of Lenders.

If any Lender requests compensation under Sect®h 3or if the Borrowers are required to pay any addal amount to any Lender or ¢
Governmental Authority for the account of any Lendarsuant to Section 3.0lor a Lender (a “ Noi€onsenting Lendef) does not consent to a propo
change, waiver, discharge or termination with respe any Loan Document that has been approvedh&yAtministrative Agent and Required Lender
provided in_Section 10.084ut requires unanimous consent of all Lenders|dreaiders directly affected thereby (as applicalthen the Borrowers may, at tF
sole expense and effort, upon notice to such Leaddrthe Administrative Agent, require such Leneassign and delegate, without recourse (in aermt
with and subject to the restrictions containedaimd consents required by, Section 10,08l of its interests, rights and obligations anthis Agreement and t
related Loan Documents to an assignee that shsilinges such obligations (which assignee may be and#eder, if a Lender accepts such assignmr

providedthat:

(@) the Borrowers shall have paid to the Admiaiste Agent the assignment fee specified in Sacti®.06(b);

(b)  such Lender shall have received payment @fraaunt equal to the outstanding principal of ilgh, accrued interest thereon, accrued fees and
all other amounts payable to it hereunder and utideother Loan Documents (including any amountieusection 3.0%from the assignee (to the extent of
such outstanding principal and accrued interestfeas)) or the Borrowers (in the case of all otheoants);

(c) inthe case of any such assignment resuftorg a claim for compensation under Section 2i0payments required to be made pursuant to
Section 3.01 such assignment will result in a reduction intsaompensation or payments thereafter; and

(d)  such assignment does not conflict with aflie Laws.

A Lender shall not be required to make any suckigasgent or delegation if, prior thereto, as a restila waiver by such Lender or otherwise,
circumstances entitling the Borrowers to requirehsassignment and delegation cease to apply.

10.14 Governing Law; Jurisdiction; Etc .

(@) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRED IN ACCORDANCE WITH, THE LAW Ol
THE STATE OF NORTH CAROLINA.

(b) SUBMISSION TO JURISDICTION. THE BORROWER AND EACH OTHER LOAN PARTY IRREVOCAE AND
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERY, TO THE NONEXCLUSIVE JURISDICTION OF THE COURTSFOTHE STATE
OF NORTH CAROLINA SITTING IN MECKLENBURG COUNTY ANDOF THE UNITED STATES DISTRICT COURT OF THE WESTERNSTRICT
OF NORTH CAROLINA, AND ANY APPELLATE COURT FROM ANYTHEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT FOOK
RELATING TO THIS AGREEMENT, ANY OTHER LOAN DOCUMENTOR THE FEE LETTER, OR FOR RECOGNITION OR ENFORCHEWME OF
ANY JUDGMENT, AND EACH OF THE PARTIES HERETO IRREMOABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPEC
OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND BTERMINED IN SUCH NORTH CAROLINA STATE COURT OR, TOHE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH-EDERAL COURT. EACH OF THE PARTIES HERETO AGREESAT A FINAL
JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BEONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT
ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BYLAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOA
DOCUMENT SHALL AFFECT ANY RIGHT THAT THE ADMINISTRATIVE AGENT OR ANY LENDER MAY OTHERWISE HAVE TO BRINE ANY
ACTION OR PROCEEDING RELATING TO THIS AGREEMENT ORNY OTHER LOAN DOCUMENT AGAINST THE BORROWER OR ANYOTHEFR
LOAN PARTY OR ITS PROPERTIES IN THE COURTS OF ANYRISDICTION.
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(c) WAIVER OF VENUE. THE BORROWER AND EACH OTHER LOAN PARTY IRREVOCAB AND UNCONDITIONALLY WAIVES,
TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAWANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TOTHE
LAYING OF VENUE OF ANY ACTION OR PROCEEDING ARISINGQOUT OF OR RELATING TO THIS AGREEMENT, ANY OTHER LE&N
DOCUMENT OR THE FEE LETTER IN ANY COURT REFERRED T PARAGRAPH (B) OF THIS SECTION. EACH OF THE PARES HERETC
HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PEMITTED BY APPLICABLE LAW, THE DEFENSE OF AN INCONE¥NIENT
FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEERG IN ANY SUCH COURT.

(d) SERVICE OF PROCESS EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERMVECOF PROCESS IN THE MANNE
PROVIDED FOR NOTICES IN SECTION 10.02NOTHING IN THIS AGREEMENT WILL AFFECT THE RIGHDF ANY PARTY HERETO TO SERV
PROCESS IN ANY OTHER MANNER PERMITTED BY APPLICABLEAW.

10.15 Waiver of Jury Trial .

EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THEFULLEST EXTENT PERMITTED BY APPLICABLE LAW, AN\
RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF ORELATING TO
THIS AGREEMENT, ANY OTHER LOAN DOCUMENT OR THE FEEETTER OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY
(WHETHER BASED ON CONTRACT, TORT OR ANY OTHER THEOR EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESITATIVE,
AGENT OR ATTORNEY OF ANY OTHER PERSON HAS REPRESHRO, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERS@®MOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE TE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT ANDIHE OTHEF
PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THISGREEMENT, THE OTHER LOAN DOCUMENTS AND THE FEE OHER BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFIGTIONS IN THIS SECTION.

10.16 No Advisory or Fiduciary Responsibility .

In connection with all aspects of each transactiontemplated hereby, the Borrowers acknowledge agrde, and acknowledges their Affiliates’
understanding, that: (i) the credit facility proedfor hereunder and any related arranging or atBerices in connection therewith (including in weatior
with any amendment, waiver or other modificatiomelmd or of any other Loan Document) are an arlagth commercial transaction between the Borro)
each other Loan Party and their respective Affiaton the one hand, and the Administrative Agedtthe Arranger, on the other hand, and each Bairaum
each other Loan Party is capable of evaluatinguamterstanding and understands and accepts the, téskssand conditions of the transactions conteteg
hereby and by the other Loan Documents (includmgamendment, waiver or other modification heraathereof); (ii) in connection with the processdagy
to such transaction, the Administrative Agent ahed Arranger each is and has been acting solely @inaipal and is not the financial advisor, ager
fiduciary, for the Borrowers, any other Loan Pastyany of their respective Affiliates, stockholderseditors or employees or any other Person;r@ijher th
Administrative Agent nor the Arranger has assumedith assume an advisory, agency or fiduciary oesgbility in favor of the Borrowers or any otheodr
Party with respect to any of the transactions coptated hereby or the process leading theretoudiagy with respect to any amendment, waiver orn
modification hereof or of any other Loan Documeéneépective of whether the Administrative Agenttioe Arranger has advised or is currently advishg
Borrowers, any other Loan Party or any of theipeesive Affiliates on other matters) and neithex &dministrative Agent nor the Arranger has anyigailor
to the Borrowers, any other Loan Party or any @irtlespective Affiliates with respect to the tractions contemplated hereby except those obligs
expressly set forth herein and in the other Loaoubeents; (iv) the Administrative Agent and the Agar and their respective Affiliates may be engages
broad range of transactions that involve intertsas differ from those of the Borrowers, the othean Parties and their respective Affiliates, ardther the
Administrative Agent nor the Arranger has any odiign to disclose any of such interests by virthiarty advisory, agency or fiduciary relationshipddv) the
Administrative Agent and the Arranger have not jmed and will not provide any legal, accountingguiatory or tax advice with respect to any of
transactions contemplated hereby (including anyraiment, waiver or other modification hereof or afyather Loan Document) and each of the Borro
and the other Loan Parties has consulted its ogal,l@ccounting, regulatory and tax advisors toekient it has deemed appropriate. Each of theoBer:
hereby waives and releases, to the fullest extemhipted by law, any claims that it may have agaihe Administrative Agent and the Arranger witlspect t
any breach or alleged breach of agency or fidudiaity.
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10.17 USA PATRIOT Act Notice .

Each Lender that is subject to the Act (as hert@nafefined) and the Administrative Agent (for ifsend not on behalf of any Lender) hereby not
the Borrower that pursuant to the requirementshef WSA Patriot Act (Title Ill of Pub. L. 107-58i¢ned into law October 26, 2001)) (the “ A3t it is
required to obtain, verify and record informatidrat identifies the Borrower, which information indes the name and address of the Borrower and
information that will allow such Lender or the Admistrative Agent, as applicable, to identify therBaver in accordance with the Act.

10.18 Time of the Essenct.

Time is of the essence of the Loan Documents.

10.19 Entire Agreement.
THIS AGREEMENT, THE OTHER LOAN DOCUMENTS AND THE HELETTER REPRESENT THE FINAL AGREEMENT AMONG Tt
PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OFPRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMEOF
THE PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTAMONG THE PARTIES.

[remainder of page left intentionally blank — sigire pages, exhibits and schedules to follow]
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TERM LOAN AGREEMENT
HIGHWOODS PROPERTIES, INC

IN WITNESS WHEREOHRe parties hereto have caused this Term Loan Aggeeto be duly executed as of the date first abaitten.

BORROWERS: HIGHWOODS REALTY LIMITED PARTNERSHIP
By: Highwoods Properties, In
HIGHWOODS PROPERTIES, INC.
HIGHWOODS SERVICES, INC.

By: Isl Jeffrey D. Miller

Name: Jeffrey D. Miller
Title: Vice President, General Counsel and Sacye

(Signatures continued on next page)




TERM LOAN AGREEMENT
HIGHWOODS PROPERTIES, INC

LENDERS/AGENTS: WELLS FARGO BANK, NATIONAL ASSOCIATION
in its capacity as Administrative Agent
and individually in its capacity as a Lenc

By: /s/ Authorized Signatory

Name:
Title:



HIGHWOODS PROPERTIES, INC.

RATIO OF EARNINGS TO FIXED CHARGES AND

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS

Earnings:
Income from continuing operations before equitgannings of
unconsolidated affiliate
Fixed charge
Capitalized interes
Distributions of earnings from unconsolidated &ifiés

Total earnings

Fixed charges and Preferred Stock dividends
Contractual interest expen
Amortization of deferred financing cos
Financing obligations interest exper
Capitalized interes
Interest component of rental expel

Total fixed charges
Preferred Stock dividenc

Total fixed charges and Preferred Stock dividend:

Ratio of earnings to fixed charge:

Ratio of earnings to combined fixed charges and Pferred Stock
dividends

Years Ended December 31

Exhibit 12.1

2010 2009 2008 2007 2006
68,157 $ 42,01 $ 32,73C $ 37,01¢ $ 21,53(
96,31 92,96¢ 108,27 111,47¢ 106,57¢
(1,419 (4,555 (8,317) (9,749 (5,007)
4,43 4,18 5,99¢ 4,46 7,74¢

167,480 $  134,60. $ 138,68, $  14321' $  130,85.
87,72¢ $ 81,98. $ 92,85¢ $ 93,97t $ 93,63
3,38¢ 2,76( 2,71¢ 2,41¢ 2,37¢
2,261 2,06: 2,91¢ 3,93( 4,162
1,41¢ 4,55¢ 8,31z 9,74¢ 5,00z
1,52¢ 1,60¢ 1,467 1,41F 1,40:
96,31 92,96¢ 108,27 111,47¢ 106,57¢
6,70¢ 6,70¢ 9,80+ 13,47 17,06:

103,02 $ 00,67¢ $  118,07° $ 12495 $ 123,63

1.74 1.45 1.2¢ 1.2¢ 1.27
1.62 1.3t 1.17 1.1E 1.0€




HIGHWOODS REALTY LIMITED PARTNERSHIP

RATIO OF EARNINGS TO FIXED CHARGES AND

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED UNIT DISTRIBUTIONS

Earnings:
Income from continuing operations before equitgannings of
unconsolidated affiliate
Fixed charge
Capitalized interes
Distributions of earnings from unconsolidated &ifiés

Total earnings

Fixed charges and Preferred Unit distributions:
Contractual interest expen
Amortization of deferred financing cos
Financing obligations interest exper
Capitalized interes
Interest component of rental expel

Total fixed charges
Preferred Unit distribution

Total fixed charges and Preferred Unit distributions

Ratio of earnings to fixed charge:

Ratio of earnings to combined fixed charges and Pferred Unit
distributions

Years Ended December 31

Exhibit 12.2

2010 2009 2008 2007 2006
68,157 $ 42,01 $ 32,67C $ 37,065 $ 21,74
96,31 92,96¢ 108,27: 111,39° 106,54(
(1,419 (4,555 (8,317) (9,749) (5,007)
4,377 4,10z 5,97¢ 4,271 7,33¢

167,430 $  134,52( $ 138,60 $ 142,990 $  130,62(
87,72¢ $ 81,98. $ 92,85¢ $ 93,89 $ 93,59¢
3,38¢ 2,76( 2,71¢ 2,41¢ 2,37¢
2,261 2,06: 2,91¢ 3,93( 4,162
1,41¢ 4,55¢ 8,31z 9,74¢ 5,00z
1,52¢ 1,60¢ 1,467 1,41F 1,40:
96,31 92,96¢ 108,27 111,39° 106,54(
6,70¢ 6,70¢ 9,80+ 13,47 17,06:

103,02 $ 0067¢ $  118,07° $ 12487« $ 123,60

1.74 1.45 1.2¢ 1.2¢ 1.27
1.62 1.3t 1.17 1.1E 1.0€




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statements No. 333-12117, 333-29759, 3331, 333-160521, and 333-168356 on Form S-8, anc
Registration Statements No. 333-149733, 333-14933®,158408 on Form S-3 of our reports dated Fepr@ia2011, relating to the consolidated financial
statements and financial statement schedules dfvitigds Properties, Inc. and subsidiaries (the “Camy}), and the effectiveness of the Company’s mdéer
control over financial reporting, appearing in tAisnual Report on Form 10-K of the Company for year ended December 31, 2010.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 9, 2011



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-149733-01 on Form $«uoreport dated February 9, 2011, relating ® th
consolidated financial statements and financidestant schedules of Highwoods Realty Limited Pastmip and subsidiaries (the “Operating Partnerghip”
appearing in this Annual Report on Form 10-K of @yerating Partnership for the year ended Dece®ibe2010.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 9, 2011



Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

1.

2.

5.

I have reviewed this Annual Report on Forn-K of Highwoods Properties, Inc

Based on my knowledge, this report does not cordain untrue statement of a material fact or omistitte a material fact necessary to maki
statements made, in light of the circumstances muntieh such statements were made, not misleaditigrespect to the period covered by this reg

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfeivs of the Registrant as of, and for, the pesipdesented in this repo

The Registrarg’ other certifying officers and | are responsilde éstablishing and maintaining disclosure contanisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aradriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 158(f))
for the Registrant and hav

@

(b)

©

()

designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under our supervisior
ensure that material information relating to thegiRegant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfist report is being prepare

designed such internal control over financial réipgr or caused such internal control over finahcgporting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

evaluated the effectiveness of the Regissadisclosure controls and procedures and presentdtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

disclosed in this report any change in Registrant’s internal control over financial refiogt that occurred during the Registranthost recel
fiscal quarter (the Registrantfourth fiscal quarter in the case of an annuabrrg that has materially affected, or is reasopndikely to materially
affect, the Registra’s internal control over financial reporting; &

The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobiatver financial reporting, to tl
Registrar’s auditors and the Audit Committee of the Regi¢’s Board of Directors (or persons performing theiwaant functions)

@

(b)

all significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting which are reasons
likely to adversely affect the Registr’s ability to record, process, summarize and refpaancial information; ant

any fraud, whether or not material, thatoives management or other employees who havendisant role in the Registrarst’'internal contre
over financial reportinc

Date: February 9, 2011

/s/ EDWARD J. FRITSCH

Edward J. Fritsch
President and Chief Executive Offic



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

1.

2.

5.

I have reviewed this Annual Report on Forn-K of Highwoods Properties, Inc

Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistiite a material fact necessary to maki
statements made, in light of the circumstances untieh such statements were made, not misleaditigrespect to the period covered by this reg

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfeivs of the Registrant as of, and for, the pesipdesented in this repo

The Registrarg’ other certifying officers and | are responsitde éstablishing and maintaining disclosure contanisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aradriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 158(f))
for the Registrant and hav

@

(b)

©

()

designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under our supervisior
ensure that material information relating to thegiReant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfist report is being prepare

designed such internal control over financial réipgr or caused such internal control over finahcgporting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

evaluated the effectiveness of the Regissadisclosure controls and procedures and presentdtiis report our conclusions about
effectiveness of the disclosure controls and prowes] as of the end of the period covered by #psnt based on such evaluation;

disclosed in this report any change in Registrant’s internal control over financial refiogt that occurred during the Registranthost recel
fiscal quarter (the Registrasntfourth fiscal quarter in the case of an annuabrrg that has materially affected, or is reasopndikely to materially
affect, the Registra’s internal control over financial reporting; &

The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobiatver financial reporting, to tl
Registrar’s auditors and the Audit Committee of the Regi¢’s Board of Directors (or persons performing theiwant functions)

@

(b)

all significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting which are reasons
likely to adversely affect the Registr’s ability to record, process, summarize and refpaancial information; an:

any fraud, whether or not material, thatoives management or other employees who havendisant role in the Registrarst'internal contre
over financial reporting

Date: February 9, 2011

/s/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial

Officer



Exhibit 31.3

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

1. | have reviewed this Annual Report on Forn-K of Highwoods Realty Limited Partnersh

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistete a material fact necessary to maki
statements made, in light of the circumstances untieh such statements were made, not misleaditigrespect to the period covered by this reg

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfeivs of the Registrant as of, and for, the pesipdesented in this repo

4. The Registrarg’ other certifying officers and | are responsibde €stablishing and maintaining disclosure conteoisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aradriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 158(f))
for the Registrant and hav

@

(b)

©

()

designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under our supervisior
ensure that material information relating to thegiReant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfist report is being prepare

designed such internal control over financial réipgr or caused such internal control over finahcgporting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

evaluated the effectiveness of the Regissadisclosure controls and procedures and presentdtiis report our conclusions about
effectiveness of the disclosure controls and prowes] as of the end of the period covered by #psnt based on such evaluation;

disclosed in this report any change in Registrant’s internal control over financial refiogt that occurred during the Registranthost recel
fiscal quarter (the Registrasntfourth fiscal quarter in the case of an annuabrrg that has materially affected, or is reasopndikely to materially
affect, the Registra’s internal control over financial reporting; &

5. The Registrard’other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobutver financial reporting, to tl
Registrar’s auditors and the Audit Committee of the Regi¢’s Board of Directors (or persons performing theiwant functions)

@

(b)

all significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting which are reasons
likely to adversely affect the Registr’s ability to record, process, summarize and refpaancial information; an:

any fraud, whether or not material, thatoives management or other employees who havendisant role in the Registrarst'internal contre
over financial reporting

Date: February 9, 2011

/s/ EDWARD J. FRITSCH

Edward J. Fritsch
President and Chief Executive Officer of the Gehera

Partnel



Exhibit 31.4

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

1.

2.

5.

I have reviewed this Annual Report on Forn-K of Highwoods Realty Limited Partnersh

Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistiite a material fact necessary to maki
statements made, in light of the circumstances untieh such statements were made, not misleaditigrespect to the period covered by this reg

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects
financial condition, results of operations and cfeivs of the Registrant as of, and for, the pesipdesented in this repo

The Registrarg’ other certifying officers and | are responsitde éstablishing and maintaining disclosure contanisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aradriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 158(f))
for the Registrant and hav

@

(b)

©

()

designed such disclosure controls and proceduresaused such disclosure controls and procedurée tdesigned under our supervisior
ensure that material information relating to thegiReant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidfist report is being prepare

designed such internal control over financial réipgr or caused such internal control over finahcgporting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements for exte
purposes in accordance with generally accepteduatiog principles

evaluated the effectiveness of the Regissadisclosure controls and procedures and presentdtiis report our conclusions about
effectiveness of the disclosure controls and prowes] as of the end of the period covered by #psnt based on such evaluation;

disclosed in this report any change in Registrant’s internal control over financial refiogt that occurred during the Registranthost recel
fiscal quarter (the Registrasntfourth fiscal quarter in the case of an annuabrrg that has materially affected, or is reasopndikely to materially
affect, the Registra’s internal control over financial reporting; &

The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobiatver financial reporting, to tl
Registrar’s auditors and the Audit Committee of the Regi¢’s Board of Directors (or persons performing theiwant functions)

@

(b)

all significant deficiencies and material weaknesgethe design or operation of internal controémofinancial reporting which are reasons
likely to adversely affect the Registr’s ability to record, process, summarize and refpaancial information; an:

any fraud, whether or not material, thatoives management or other employees who havendisant role in the Registrarst'internal contre
over financial reporting

Date: February 9, 2011

/s/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officethe General

Partnel



Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsgerties, Inc. (the “Company”) on Form KOfor the period ended December 31, 2010 as filetl
the Securities and Exchange Commission on thetaasof (the “Report”)l, Edward J. Fritsch, President and Chief Execu@#cer of the Company, certil
pursuant to 18 U.S.C. § 1350, as adopted pursad&906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeocf 1934, as amended; a

2) The information contained in the Report fairly gnets, in all material respects, the financial ctadiand results of operations of the Comp:

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive Offic
February 9, 201




Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsgerties, Inc. (the “Company”) on Form KOfor the period ended December 31, 2010 as filetl
the Securities and Exchange Commission on the liateof (the “Report”)], Terry L. Stevens, Senior Vice President and CRieancial Officer of th
Company, certify, pursuant to 18 U.S.C. § 135G dapted pursuant to 8 906 of the Sarbanes-Oxleyp?2002, that:

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeocf 1934, as amended; a

2) The information contained in the Report fairly gnets, in all material respects, the financial ctadiand results of operations of the Comp:

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial Off
February 9, 201




Exhibit 32.3

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partng§hon Form 10K for the period ende
December 31, 2010 as filed with the Securities Bxchange Commission on the date hereof (the “R@pdrEdward J. Fritsch, President and Chief Execi

Officer of Highwoods Properties, Inc., general partof the Operating Partnership, certify, pursuart8 U.S.C. § 1350, as adopted pursuant to §o9@i6e
Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeocf 1934, as amended; a

2) The information contained in the Report fairly mets, in all material respects, the financial ctiadiand results of operations of the Opere
Partnership

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive Officer of the Gehera
Partnel

February 9, 201




Exhibit 32.¢

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partng@§hon Form 10K for the period ende
December 31, 2010 as filed with the Securities Brchange Commission on the date hereof (the “R8pdrtTerry L. Stevens, Senior Vice President

Chief Financial Officer of Highwoods Propertiesg.lngeneral partner of the Operating Partnerstagifg, pursuant to 18 U.S.C. 8 1350, as adoptedyant t
§ 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeocf 1934, as amended; a

2) The information contained in the Report fairly mets, in all material respects, the financial ctiadiand results of operations of the Opere
Partnership

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial Officethe General
Partnel

February 9, 201




