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PART | - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

We refer to Highwoods Properties, Inc. as the “Camp’ Highwoods Realty Limited Partnership as ti@pérating Partnershipthe
Company’s common stock as “Common Stock,” the Camisapreferred stock as “Preferred Stock,” the @fieg Partnershig’ commo
partnership interests as “Common Units,” the OpegaPartnership’s preferred partnership interests‘Rreferred Units” and iservice

properties (excluding rental residential unitsiioich the Company and/or the Operating Partnersaie title and 100.0% ownership right:
the “Wholly Owned Properties.”
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited and in thousands, except share anchpee amounts)

September 30, December 31,
2008 2007
Assets:
Real estate assets, at ct
Land $ 360,49t $ 357,84:
Buildings and tenant improvemet 2,824,69! 2,708,98!
Development in proces 79,35¢ 101,66:
Land held for development 100,27: 103,36"
3,364,811 3,271,85!
Less-accumulated depreciation (700,51) (649,76"
Net real estate assets 2,664,29 2,622,09.
Real estate and other assets, net, held fol 8,607 10,46¢
Cash and cash equivalel 13,66 3,14(C
Restricted cas 8,94( 15,89¢
Accounts receivable, net of allowance of $1,275 $885, respectivel 23,75" 23,52:
Notes receivable, net of allowance of $452 and $&ectively 3,66( 5,22¢
Accrued straight-line rents receivable, net ofwalace of $1,406 and $440,
respectively 79,50¢ 74,42
Investment in unconsolidated affiliat 68,47( 58,04¢
Deferred financing and leasing costs, net of acdated amortizatiol 73,22¢ 72,18¢
Prepaid expenses and other assets 40,34t 41,95¢
Total Assets $ 2,984,47. $ 2,926,95!
Liabilities, Minority Interest and Stockholders’ Equity:
Mortgages and notes payal $ 1,588,95 $ 1,641,98
Accounts payable, accrued expenses and otheritied 150,86: 157,76t
Financing obligations 35,19¢ 35,07:
Total Liabilities 1,775,011 1,834,82.
Commitments and Contingenci
Minority interest 70,28¢ 70,09¢

Stockholder’ Equity:
Preferred Stock, $.01 par value, 50,000,000 awtbdrshares

8 5/8% Series A Cumulative Redeemable PreferredeSHaquidation

preference $1,000 per share), 29,092 and 82,93@slssued and

outstanding at September 30, 2008 and Decemb@0BZ, respectivel 29,09: 82,93:

8% Series B Cumulative Redeemable Preferred Silayaslation

preference $25 per share), 2,100,000 shares issukd

outstanding at both September 30, 2008 and Dece®ih&007 52,50( 52,50(
Common stock, $.01 par value, 200,000,000 authdshares

63,545,368 and 57,167,193 shares issued and oditsfeat

September 30, 2008 and December 31, 2007, respkc 63% 572
Additional paic-in capital 1,656,51 1,448,05!
Distributions in excess of net earnir (597,259 (561,09
Accumulated other comprehensive loss (2,319 (93¢€)

Total Stockholders’ Equity 1,139,17; 1,022,03:
Total Liabilities, Minority Interest and Stockholde Equity $ 2,984,47. $ 2,926,95!

See accompanying notes to consolidated financigstents.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(Unaudited and in thousands, except per share asjoun

Three Months Ended
September 30,

Rental and other revenues

Operating expenses:
Rental property and other expen
Depreciation and amortizatic
Impairment of assets held for L
General and administrative
Total operating expenses
Interest expenses:
Contractua

Amortization of deferred financing cos
Financing obligations

Other income:
Interest and other income

Income before disposition of property, insurance ga, minority
interest and equity in earnings of unconsolidatedféiliates
Net gains on disposition of propel
Gain from property insurance settlem
Minority interest
Equity in earnings of unconsolidated affiliates
Income from continuing operations
Discontinued operations:
Income from discontinued operations, net of miryariteresi

Net gains on sales of discontinued operationsphet
minority interest
Release of FASB FIN 48 tax liability

Net income

Dividends on preferred stot
Excess of preferred stock redemption/repurchaseoves
carrying value
Net income available for common stockholders

Net income per common share - basic:
Income from continuing operatio
Income from discontinued operations

Net income
Weighted average common shares outstanding - basic

Net income per common share - diluted:
Income from continuing operatiol
Income from discontinued operations

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

Nine Months Ended
September 30,

2008 2007 2008 2007
$ 116,20, $ 107,58( $ 346,15« $ 318,18
42,16¢ 38,68: 122,59: 113,90¢
32,10¢ 31,89: 94,35¢ 90,47¢
— 78¢ — 78¢
8,88t 9,64¢ 29,36: 31,42¢
83,15¢ 81,01 246,31 236,60:
22,99t 23,72¢ 69,80: 69,51
714 61€ 2,03¢ 1,791
782 981 2,281 2,96¢
24,49; 25,32t 74,12¢ 74,27°
1,01¢ 1,46¢ 3,42¢ 5,09/
1,01¢ 1,46¢ 3,428 5,09/
9,57t 2,71¢ 29,13¢ 12,40
1,74F 1,28¢ 1,857 20,37:
_ _ _ 4,12¢
(813 (262) (2,319 (3,202
1,214 1,207 4,727 12,93(
11,72: 4,94¢ 33,40; 46,63
50 84¢€ 811 2,64¢
2,94( 6,17t 11,12t 24,53
— 1,47¢ — 1,47:
2,99( 8,49¢ 11,93¢ 28,65:
14,71 13,44( 45,33 75,28"
(2,45) (2,680) (8,127) (10,639
(108) (842) (109) (2,285
$ 12150 $  991f $ 37,100 $ 62,36
$ 0.1€ $ 0.0 $ 0.44 $ 0.6C
0.0% 0.1F 0.21 0.51
$ 0.21 $ 0.1 $ 0.65 $ 1.11
58,49 56,62t 57,381 56,37¢
$ 0.1€ $ 0.0z $ 0.4z $ 0.5¢
0.0% 0.1% 0.21 0.5(
$ 0.21 $ 017 $ 0.64 $ 1.0¢
62,03¢ 61,39¢ 61,86¢ 61,61
$ 0428 $ 0428 $  127F $  1.27°

See accompanying notes to consolidated finanasstents.
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Balance at December 31, 2007
Issuances of Common Stock, |

Redemptions of Common Units
to Common Stoc

Common Stock dividenc

Preferred Stock dividenc

Adjustment to minority interest of
unitholders in the Operating
Partnership

Issuances of restricted stock,

Amortization of restricted stock
and stock options

Redemptions/repurchases of
Preferred Stock

Comprehensive incom
Net income

Other comprehensive
loss
Total comprehensive income

Balance at September 30, 2008

Number of
Common
Shares

HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

For the Nine Months Ended September 30, 2008
(Unaudited and in thousands, except share amounts)

Common
Stock

Distri-
butions
in Excess

of Net
Earnings

Total

57,167,19
6,167,28

44,81

166,07

572

62

(561,09) $

(73,269
(8,127

(108)

45,337

1,022,03:
209,78

1,52¢

(73,269
(8,127

(9,529

5,28¢

(52,499
45,33

(1,379
43,95¢

63,545,36

63¢

(597,254 $

1,139,17.

See accompanying notes to consolidated finanassients.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited and in thousands)

Operating activities:
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciatior
Amortization of lease commissio
Amortization of lease incentive
Amortization of restricted stock and stock optir
Amortization of deferred financing cos
Amortization of accumulated other comprehensive
Impairment of assets held for L
Net gains on disposition of properti
Gain from property insurance settlem
Minority interest
Equity in earnings of unconsolidated affilia
Release of FASB FIN 48 tax liabili
Change in financing obligatior
Distributions of earnings from unconsolidated #ifis
Changes in operating assets and liabilit

Accounts receivabl

Prepaid expenses and other as

Accrued straigl-line rents receivabl
Accounts payable, accrued expenses and otheiitiedil

Net cash provided by operating activities

Investing activities:
Additions to real estate assets and deferred Igasists
Proceeds from disposition of real estate as
Proceeds from property insurance settlen
Distributions of capital from unconsolidated afitkes
Net repayments of notes receiva

Contributions to unconsolidated affiliat
Changes in restricted cash and other investingitiet

Net cash used in investing activities

Financing activities:

Distributions paid on Common Stock and Common L

Redemption/repurchase of Preferred Si

Dividends paid on Preferred Sto

Distributions to minority partner in consolidateffilate

Net proceeds from the issuance of Common S

Repurchase of Common Un

Borrowings on revolving credit facilit

Repayments of revolving credit facili

Borrowings on mortgages and notes pay:

Repayments of mortgages and notes pay

Payments on financing obligatio

Contributions from minority interest partn
Additions to deferred financing costs

Net cash provided by/(used in) financing activities

Net increase/(decrease) in cash and cash equis.
Cash and cash equivalents at beginning of the gberio

Cash and cash equivalents at end of the period

See accompanying notes to consolidated financigsents.
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Nine Months Ended

September 30,

2008 2007
45337 $ 75,28
83,15: 82,42t
11,44 10,53

782 71¢
5,28¢ 3,81¢
2,03¢ 1,791

174 431

— 78¢
(13,749 (46,83Y
— (4,129
3,13¢ 5,32¢
(4,729 (12,930
= (1,429

124 302

4,561 5,16¢
(747) (3,555)
(1,429 (4,209
(5,269 (3,367)
(1,989 10,66¢
128,14: 120,80
(165,72) (212,149
37,25¢ 109,63
— 4,94(
2,34: 14,99
1,56€ 2,714
(12,349 (4,716
8,29t (13,349
(128,60) (97,919
(78,290 (77,71)
(52,499 (62,256
(8,127) (10,639
(3,247 (1,899
209,78 6,71¢
(3,299 (27,409
350,65( 318,80
(445,95() (509,00()
177,911 413,49:
(135,749 (87,019
— (915)

62E 5,111
(842) (3,399
10,98 (36,119
10,52 (13,229
3,14( 16,69
13,667 $ 3,46¢
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS - Continued
(Unaudited and in thousands)

Supplemental disclosure of cash flow information:

Nine Months Ended
September 30,

2008 2007

Cash paid for interest, net of amounts capitali@a@ludes cash distributions to owners of sold proes
accounted for as financings of $1,219 and $1,672@08 and 2007, respective $ 77,19¢ $ 69,22(

Supplemental disclosure of non-cash investing anthfincing activities:

The following table summarizes the net asset aitgquis and dispositions subject to mortgage notagaple and other nocast
transactions. There were no non-cash investindgiaadcing activities during the nine months endegt8mber 30, 2007.

Nine Months Ended
September 30,

2008 2007

Assets:

Prepaid expenses and other assets $ (1,559 $ —
$ (1,559 $ =

Liabilities:

Accounts payable, accrued expenses and otheiitiedil $ - $ —
$ — $ =

Minority Interest and Stockholders’ Equity $ (1,559 $ —

See accompanying notes to consolidated finanassients.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2008
(tabular dollar amounts in thousands, except per sre data)
(Unaudited)

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Highwoods Properties, Inc., together with its cditsted subsidiaries (the "Company"), is a fullyeigrated, self-administered and self-
managed equity real estate investment trust ("REHA&t operates in the southeastern and midwesteited States. The Company cond
virtually all of its activities through HighwoodseRlty Limited Partnership (the “Operating Partngrgh At September 30, 2008, the Comp
and/or the Operating Partnership wholly owned: Bitervice office, industrial and retail propertie§; @ntal residential units; 619 acre:
undeveloped land suitable for future developmehtwlich 479 acres are considered core holdings; amédditional 10 properties un
development.

At September 30, 2008, the Company owned all ofreferred partnership interests (“Preferred Upieid 94.2% of the comm
partnership interests ("Common Units") in the OpegaPartnership. Limited partners (including certefficers and directors of the Compa
own the remaining Common Units. During the nine therended September 30, 2008, the Company redetdegil3 Common Units for $:
million in cash and redeemed 44,814 Common Unitafike number of shares of Common Stock.

Common Stock Offering

On September 12, 2008, the Company sold 5.5 mibivewres of Common Stock for net proceeds of $188lbn. As required by th
terms of the partnership agreement of the Operatiagnership, the net proceeds from the offeringeweontributed to the Operati
Partnership in exchange for 5.5 million additioB@mmon Units. The net impact of the offering anel tedemptions discussed above incre
the percentage of Common Units owned by the Comgiaomg 93.3% at December 31, 2007 to 94.2% at Semeid0, 2008. In Septeml
2008, a portion of the net proceeds of the offeriveye used to repurchase 53,845 outstanding 8 W8fies A Cumulative Redeems
Preferred Shares for an aggregate purchase pri820% million. The remaining net proceeds fromdffering were used to reduce the ami
of borrowings outstanding under our revolving ctéacility.

Basis of Presentation

Our Consolidated Financial Statements are preparegdcordance with U.S. Generally Accepted AccauntPrinciples (“GAAP”).As
required by Statement of Financial Accounting StaddNo. 144, “Accounting for the Impairment or Disal of Long-Lived Assets” BFAS
No. 14¢"), the Consolidated Balance Sheet at December 31, 2@87revised from previously reported amounts ftecein real estate a
other assets held for sale those properties helddie at September 30, 2008. The Consolidate@rBatts of Income for the three and |
months ended September 30, 2007 were also reviead greviously reported amounts to reflect in digtwied operations the operation:
any property sold or held for sale in the firsteninonths of 2008.

The Consolidated Financial Statements include ther&ling Partnership, wholly owned subsidiaries tha$e subsidiaries in which
own a majority voting interest with the ability wontrol operations of the subsidiaries and wheresubstantive participating rights
substantive kick out rights have been granted ¢ontimority interest holders. All significant intemmpany transactions and accounts have
eliminated.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per sre data)

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES - Continued

The unaudited interim financial statements and eg@mying unaudited financial information, in tharepn of management, contain
adjustments (including normal recurring accruakeassary for a fair presentation of our financ@ifion, results of operations and cash flc
We have condensed or omitted certain notes and otftgmation from the interim financial statemempi®sented in this Quarterly Report
Form 10Q as permitted by SEC rules and regulations. Tfiraacial statements should be read in conjunatiih our 2007 Annual Report
Form 10-K.

The preparation of financial statements in accordamith GAAP requires management to make estimatdsassumptions that affect
amounts reported in the financial statements andrapanying notes. Actual results could differ frimse estimates.

Income Taxes

The Company has elected and expects to contingealify as a REIT under Sections 856 through 86€hefinternal Revenue Code
1986, as amended (the “Codelye conduct certain business activities throughxalile REIT subsidiary, as permitted under the Cdihe
taxable REIT subsidiary is subject to federal aatlesincome taxes on its net taxable income. Quarnitial statements include the operatior
our taxable REIT subsidiary which is not entitledatdividends paid deduction.

Minority Interest

Minority interest in the accompanying Consolidatédancial Statements relates primarily to the owhigr by various individuals a
entities other than the Company of Common Unitshim Operating Partnership. In addition, minoritjenest is also recorded for the 50
interest in a consolidated affiliate, Highwoods-kirAssociates, LLC (“Markel”)the equity interest owned by a third party in asmidate:
venture formed during 2006 with Real Estate ExclkaBgrvices (“REES”)and the 7% equity interest owned by a third pantyPlazi
Residential, LLC, a consolidated joint venture fedrin February 2007 related to a residential coridimn project. As of September 30, 2C
minority interest in the Operating Partnership ¢stesl of 3.9 million Common Units, which had an emggate market value of $138.9 mill
based on the $35.56 per share closing price a€tmmon Stock as of such date.

Following is minority interest as reflected in dionsolidated Statements of Income and Consolida¢é¢ahce Sheets:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Amount shown as minority interest in continuing Kgi®Ns(1) $ (813 $ (262) $ (2,319 $ (3,202
Amount related to income from discontinued operst 3 (60) (56) (297
Amount related to gains on sales of discontinuestajons (197) (442) (765) (1,930
Total minority interest in net income $ (1,015 $ (764) $ (3,134 $ (5,325

(1) Minority interest related to the consolidated eéesit other than the Operating Partnership amounte®201,000 and $170,0
respectively, for the three months ended Septe8me2008 and 2007 and $590,000 and $518,000, rsplgc for the nine montt
ended September 30, 2008 and 2(
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per sre data)

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES - Continued

September 30, December 31,
2008 2007
Minority interest in the Operating Partnership $ 65,517 $ 63,29¢
Minority interest in Marke 3,97¢ 3,44¢
Minority interest in REES — 2,561
Minority interest in Plaza Residential 797 797
Total minority interest $ 70,28¢ $ 70,09¢

Impact of Newly Adopted and Issued Accounting Stanakds

In September 2006, the FASB issued Statement N@, ‘Fair Value Measurements” (“SFAS No. 157Which defines fair valu
establishes a framework for using fair value to soea assets and liabilities, and expands disclesabaut fair value measurements.
statement applies whenever other statements requermit assets or liabilities to be measurefhiatvalue. SFAS No. 157 became effec
for fiscal years beginning after November 15, 20&&tept for nonfinancial assets and liabilities @ recognized or disclosed at fair valu
the financial statements on a nonrecurring basiswhich application has been deferred for one .y& adopted SFAS No. 157 in the 1
quarter of 2008 (See Note 8).

In November 2006, the FASB ratified EITF Issue N6-8, “Applicability of the Assessment of a BuyeKContinuing Investment unc
FASB Statement No. 66 for Sales of Condominium$THENo. 068 provided additional guidance on whether the selle condominium ur
is required to evaluate the buyeKcontinuing investment under SFAS No. 66 in otderecognize profit from the sale under the peragato
completion method. The EITF concluded that bothlihger’s initial and continuing investment must meet thiteda in SFAS No. 66 in ord
for condominium sale profits to be recognized urttierpercentage of completion method. Sales of @mimiums not meeting the continu
investment test must be accounted for under thesiemethod. We adopted EITF No. 86n the first quarter of 2008 and such adoptia
not have an effect on our financial condition @ulés of operations.

In February 2007, the FASB issued SFAS No. 159.e“Fair Value Option for Financial Assets and Finantiabilities” (“SFAS No
159”), which permits all entities to choose to measurgiledk items at fair value at specified electionedatWe adopted SFAS No. 159
January 1, 2008 and chose to measure no addigtigddle items at fair value.

In December 2007, the FASB issued SFAS No. 141@)siness Combinations” (“SFAS No. 141(R)Which addresses principles
requirements for how an acquirer recognizes andsuorea in its financial statements the identifisddsets acquired, the liabilities assumec
any noncontrolling interest in the acquiree. SFAG MM 1(R) becomes effective for us on January Q928FAS No. 141(R) will affect o
accounting for any qualifying acquisitions subsedue January 1, 2009.

In December 2007, the FASB issued SFAS No. 160nhddatrolling Interests in Consolidated Financiat8inents -an amendment
ARB No. 51" (“SFAS No. 160")which establishes accounting and presentation atdadfor a noncontrolling interest in a subsidianc
amends certain of ARB No. &l tonsolidation procedures for consistency wittepthusiness combination standards. SFAS No. 166nbex
effective for us on January 1, 2009. SFAS No. 160 affect the presentation of minority interest aur Consolidated Balance She
Statements of Income and Statements of StockholBgtsty for all periods presented subsequent tauday 1, 2009.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per sre data)

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES - Continued

In December 2007, the FASB ratified EITF Issue N6 “Accounting for the Sale of Real Estate SubjechtoRequirements of FAS
Statement No. 66, Accounting for Sales of Real tEsé&hen the Agreement Includes a Buy-Sell Cla4elTF No. 07-6"), which address:
whether a buysell clause represents a prohibited form of coimiginvolvement that would preclude partial salé @nofit recognition pursua
to SFAS No. 66. We adopted EITF No. 67a the first quarter of 2008 and such adoptionld¢d@ffect our accounting for real estate disposk
subsequent to January 1, 2009.

In March 2008, the FASB issued SFAS No. 161, “Disakes about Derivative Instruments and Hedgingviiets” (“SFAS No. 161},
which amends and expands the disclosure requirsnoéi@FAS No. 133, “Accounting for Derivative Ingtnents and Hedging ActivitiesThis
statement is effective for financial statementsiask for fiscal years and interim periods beginnafter November 15, 2008, with ee
application encouraged. SFAS No. 161 becomes eféefdr us on January 1, 2009. We will expand oigcldsures related to our derival
instruments and hedging activities beginning infitet quarter of 2009 as a result of SFAS No. 161.

In April 2008, the FASB issued FSP FAS 142-3, “Detmation of the Useful Life of Intangible Asset6FSP FAS 142-3")FSP FA!
142-3 removes the requirement of SFAS No. 142, ‘@Badlb and Other Intangible Assetsfdr an entity to consider, when determining
useful life of an acquired intangible asset, whethe intangible asset can be renewed without ankiat cost or material modifications to
existing terms and conditions associated with titanigible asset. FSP FAS 182hecomes effective for us on January 1, 2009. Wea
believe FSP FAS 142-3 will have a material effetbar financial condition and results of operations

In June 2008, the FASB issued FSP EITF 03-6-1,ébBeining Whether Instruments Granted in SHBased Payment Transactions
Participating Securities” (“FSP EITF 03-6-1"). F&PTF 03-6-1 addresses whether instruments grantetiarebased payment transactions
participating securities prior to vesting and, &fere, need to be included in the earnings alloocaith computing earnings per share unde
two-class method as described in SFAS No. 128,HiEgs per Share.” FSP EITF 03i6becomes effective for us on January 1, 2009. \il
include our unvested restricted stock in our calttoh of basic and diluted EPS beginning in thstfijuarter of 2009 as a result of FSP E
03-6-1.

In October 2008, the FASB issued FSP FAS 157&términing the Fair Value of a Financial Asset Wliee Market for That Asset
Not Active” (“FSP FAS 157-3"). FSP FAS 157-3 clarifies thephgation of SFAS No. 157, “Fair Value Measureméhts a market that is n
active and provides an example to illustrate kegpsaerations in determining the fair value of aafinial asset when the market for
financial asset is not active. We adopted FSP FBB3Lfor this Quarterly Report and such adoption did lmave a material effect on «
financial condition or results of operations.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(tabular dollar amounts in thousands, except per siire data)

2. INVESTMENTS IN UNCONSOLIDATED AFFILIATES

We have retained equity interests ranging from %2t6 50.0% in various joint ventures with unrelatadestors. We account for ¢
unconsolidated joint ventures using the equity meétof accounting. As a result, the assets andliiaki of these joint ventures for which
use the equity method of accounting are not induzte our Consolidated Balance Sheet.

Combined summarized income statements for our watlated joint ventures for the three and nine t®rended September 30, 2
and 2007 were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Income Statements:
Revenues $ 40,94¢ $ 34,35( $ 120,670 $ 107,50°
Expenses:
Operating expenst 20,49: 15,84« 58,95¢ 46,00(
Depreciation and amortizatic 9,07¢ 8,19¢ 25,70 22,97,
Interest expense and loan cost amortization 9,25¢ 8,67¢ 26,95( 25,66¢
Total expenses 38,82¢ 32,71t 111,61: 94,64:
Income before disposition of property 2,12( 1,63¢ 9,06t 12,86¢
Gains on disposition of property — — — 20,62:
Net income $ 2,12 $ 1,63t $ 9,065 $ 33,48t¢
Our share of:
Net income) $ 1,21 $ 1,207 $ 4,72 $ 12,93(
Depreciation and amortization (real estate related) $ 3,13¢ $ 3,107 $ 9466 $ 8,851
Interest expense and loan cost amortization $ 3,70¢ $ 3,617 $ 10,92: $ 10,83¢
Gains on disposition of property $ — $ — $ — 3 7,15¢

(1) Our share of net income differs from our weightegrage ownership percentage in the joint ventunes’income due to our purch
accounting and other related adjustme

In March 2008, we and an affiliate of Schweiz-Debtand-USA Dreilander Beteiligung Objekt DLF 98/@@alker FinkKG ("DLF")
formed a new joint venture, Highwoods DLF Forum,@,Lin which we have a 25.0% ownership interest.Apnl 3, 2008, Highwoods DL
Forum, LLC acquired The Forum, which is a 635,0§0ase foot office park in Raleigh, North Carolifia, $113 million. We contributed $1:-
million to Highwoods DLF Forum, LLC and, simultanedy with the acquisition of The Forum, the joirdniure obtained a $67.5 milli
secured loan. We are the property manager andntpagjent for the office park and receive customagnagement fees and leas
commissions.

3. INVESTMENT ACTIVITIES
Acquisitions

During the third quarter, we acquired an aggregé® 3 acres of land in the Atlanta metropolitasaafor an aggregate purchase pric
$2.1 million.
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3. INVESTMENT ACTIVITIES - Continued
Dispositions

We previously had a contract to acquire developntemd in the Bluegrass Valley office developmerjgct. Under the terms of t
contract, the development land was to be purchasptases. In May 2003, 4.0 acres of the remaiargs not yet acquired by us were te
by the Georgia Department of Transportation to tgvea roadway interchange for consideration of $ti#lion. The Department .
Transportation took possession and title of theerty in June 2003. As part of the terms of thetreant, we were entitled to and receive:
2003 the $1.8 million proceeds from the condemmatio July 2003, we appealed the condemnation andhd additional payment from {
state; the recognition of any gain was deferreddpgnresolution of the appeal process. Upon settgrof this claim in September 2008,
received an additional payment of $624,000. Wegefloee, recorded gain on the sale of this land1o7 $nillion in the third quarter of 2008.

In the first quarter of 2008, we sold an office peay totaling 30,000 rentable square feet locdatedhe Kansas City, Missol
metropolitan area for $6.0 million. A gain of $3rllion was recorded in the first quarter of 2008.

In the second quarter of 2008, we sold wore land of 6.4 acres in Tampa, Florida for $2iian and office properties aggregat
271,000 rentable square feet located in the Ka@#gs Missouri metropolitan area for $21.7 millioBains of $0.1 million and $4.9 millic
respectively, were recorded in the second quaft20@8.

In the third quarter of 2008, we sold an industpedperty aggregating 250,000 rentable squareldeated in the Winstoisalem, Nort
Carolina metropolitan area for $8.2 million. A gain$3.2 million was recorded in the third qua&2008.

Gains from dispositions not classified as discargthoperations consisted of the following:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Gains on disposition of land $ 1,727 $ 22 % 181€ $ 17,02¢
Gains on disposition of depreciable properties 18 1,06: 36 3,34:
Total $ 1,745 $ 1,28¢ $ 1,852 $ 20,37

Net gains on sales of discontinued operationsphetinority interest, consisted of the following:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Gains on disposition of depreciable properties $ 3137 $ 7,001 $ 11,89( $ 26,841
Impairments on disposition of depreciable propsi — (389 — (3849
Allocable minority interest (197) (442) (765) (1,930
Total $ 2,94C $ 6,17t $ 11,128 $ 24,53:

See Note 9 for information on discontinued operetio
The above gains on land and depreciable propénihsde deferred gain recognition from prior sales.
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3. INVESTMENT ACTIVITIES - Continued

Development

We currently have under development 10 office antlistrial properties aggregating 1.8 million squiet and 139 fosale residenti
units. The aggregate cost of these propertiesrigmtly expected to total approximately $336 miiliwhen fully leased and completed, of wt
$241 million was incurred as of September 30, 200 weighted average pleasing of such development projects (excludingrésidentic
units) was 72% at September 30, 2008. Six of tipesperties aggregating 1.3 million square feet $2@4 million projected total investm
were completed and transferred to completed retdteesassets or deferred financing and leasing castwarious times prior
September 30, 2008, but had not yet reached peaje@5.0% stabilized occupancy. The remaining deweént properties are still unt
construction and are included in Development ircBss in the Co nsolidated Balance Sheet.

4. MORTGAGES AND NOTES PAYABLE

Our consolidated mortgages and notes payable ¢eds$§the following at September 30, 2008 and Deasr 31, 2007:

September 30, December 31,
2008 2007
Secured mortgage loans $ 669,98t $ 665,31
Unsecured loans 918,96¢ 976,67t
Total $ 1,588,95 $ 1,641,98

As of September 30, 2008, our secured mortgages laeme secured by real estate assets with an aggragdepreciated book value
$1.1 billion.

Our $450.0 million unsecured revolving credit fagilis initially scheduled to mature on May 1, 2008ssuming no default exists,
have an option to extend the maturity date by althtimnal year. The interest rate is LIBOR plusk&&is points and the annual base facility
is 20 basis points. The interest rate would in@d¢ad IBOR plus 140 or 155 basis points if our dreating were to fall below investment gr:
according to two of three credit rating agencigse Tevolving credit facility had $315.9 million atailability at September 30, 2008.

On February 1, 2008, we paid off at maturity $10Million of 7.13% unsecured notes using borrowinggler our revolving crec
facility. On February 26, 2008, we closed a $137illion threeyear term loan that bears interest at LIBOR plug hasis points. The inter
rate would increase to LIBOR plus 160 basis poihtsur credit rating were to fall below investmegade according to two of three cr
rating agencies. Proceeds from this loan were tsedduce the outstanding borrowings under our lvavg credit facility and for shortern
investments.

In July 2008, REES, a consolidated joint ventuee (Sote 1 to the Consolidated Financial Statemiardar 2007 Annual Report on Fo
10-K) fully repaid the remaining $17.5 million otaading under a secured construction loan.

Our revolving credit facility, our term loan andetlindenture that governs the Operating Partnersioptstanding notes require ut
comply with customary operating covenants and warifinancial and operating ratios. We and the Qpeyaartnership are each currentl
compliance with all such requirements.
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5. EMPLOYEE BENEFIT PLANS

During the nine months ended September 30, 2008grarted under our Amended and Restated 1994 $dption Plan (the Stock
Option Plan”)319,091 stock options at an exercise price equtlgalosing market price of a share of our commstmgk on the date of gra
The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcing model, which resulted in a weighted-
average grant date fair value per share of $3.18al8b granted 92,150 shares of time-based restritbck and 67,618 shares of performance
based and total return-based restricted stock awtieightedaverage grant date fair value per share of $3#i380.19, respectively. Share:
total return-based restricted stock issued in 2008generally vest only to the extent our absoltdgtal return for the thregear period ende
December 31, 2010 is at least 22% or if our tetinn exceeds 100% of the peer group index. Werdedostockbased compensation expe
of $1.3 million and $1.0 million during the threeonths ended September 30, 2008 and 2007, resdgctael $5.3 million and $3.9 millic
during the nine months ended September 30, 2002@0id, respectively.

6. DERIVATIVE FINANCIAL INSTRUMENTS AND OTHER FINANCIAL INSTRUMENTS AVAILABLE FOR SALE

Accumulated Other Comprehensive Loss (“AOCht)September 30, 2008 was $2.3 million and corthistedeferred gains and los
from past cash flow hedging instruments, defergsbés on current cash flow hedges and the markat&etnadjustment for bonds that
classified as available for sale.

The amount of deferred gains and losses from @esst ffow hedging instruments which are being recghas interest expense over
terms of the related debt aggregated $765,000 8gpuiember 30, 2008. We expect that the portidchetumulative loss recorded in AOCI
September 30, 2008 associated with these derivietbaiments, which will be recognized as inteegtense within the next 12 months, wil
approximately $204,000.

In January 2008, we entered into two floating-teefl interest rate swaps for a oyear period with respect to an aggregate of §
million of borrowings outstanding under our revolgicredit facility and other floating rate debt.€Ble swaps fix the underlying LIBOR r
under which interest on such borrowings is base@l3# for $30.0 million of borrowings and 3.2% %20.0 million of borrowings. In Api
2008, we entered into an additional floating-tcefixinterest rate swap for a twear period with respect to an aggregate of $50ltom of
borrowings outstanding under our term loan or offuating rate debt. The swap fixes the underhifBOR rate under which interest on sl
borrowings is based at 2.5%. These swaps wererdsei) as hedges under SFAS No. 133. Accordingdysttaps are being accounted fc
cash flow hedges. We expect that the portion ofctiraulative gain recorded in AOCL at September2B08 associated with these deriva
instruments, which will be recognized within thexn&2 months, will be $573,000. See Note 8 for Mailue Measurements disclosure.

We currently have an investment in bonds that vigsaed by a municipal authority in connection wislx increment financing for
development that we constructed in Kansas Citysblisi in a prior period. These bonds are classifigdvailable for sale and thus are b
recorded at fair value with the offset recorded\®CL. The amount of unrealized loss at SeptembePB08 was $2.1 million. See Note 8
Fair Value Measurements disclosure.
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7. OTHER COMPREHENSIVE INCOME/(LOSS)

Other comprehensive income/(loss) represents netme plus the changes in certain amounts defemedccumulated oth
comprehensive income/(loss) related to hedgingadher activities not reflected in the ConsolidaBtdtements of Income. The componen
other comprehensive income/(loss) are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Net income $ 14,712 $  13,44( $ 45,337 $ 75,28
Other comprehensive income/(los
Unrealized loss on available for sale securi (2,75)) — (2,12¢) —
Net gains on ca-flow hedges 49 — 573 —
Amortization of hedging gains and losses includedther
comprehensive incon 47 14€ 174 431
Total other comprehensive income/(loss) (1,655) 14€ (1,379 431
Total comprehensive income $ 13,05¢ $ 13,58¢ $ 43,95¢ $ 75,71¢

8. FAIR VALUE MEASUREMENTS

As stated in Note 1, on January 1, 2008, we adopfalS No. 157 for our financial assets and liaksit Our adoption of SFAS No. 1
did not impact our financial position, results gieoations or liquidity. In accordance with FASB f6Rosition No. FAS 157-2,Effective Dati
of FASB Statement No. 157" (“FSP FAS 157-2Re elected to defer until January 1, 2009 the adomif SFAS No. 157 for all nonfinanc
assets and nonfinancial liabilities that are nobgmized or disclosed at fair value in the finahstatements on a recurring basis. The ado
of SFAS No. 157 for those assets and liabilitiethinithe scope of FSP FAS 127is not expected to have a material impact onfimancia
position, results of operations or liquidity.

SFAS No. 157 provides a framework for measuringalue and requires expanded disclosure regafdingalue measurements. SF
No. 157 defines fair value as the price that wdntdreceived for an asset or the exit price thatlevdwe paid to transfer a liability in t
principal or most advantageous market in an ordgdpsaction between market participants on thesorement date. SFAS No. 157
establishes a fair value hierarchy which requiregmtity to maximize the use of observable inpwtsere available. The following summari
the three levels of inputs required by the standaatiwe use to measure fair value, as well ag$isets and liabilities that we value using t
levels of inputs.

Level 1. Quoted prices in active markets for identical assetliabilities. Our Level 1 assets are comprieéthvestments in marketal
securities which we use to pay benefits under eferded compensation plan. Our Level 1 liabilitee our obligations to pay certain defe
compensation plan benefits whereby participantse hdesignated investment options (primarily mutuaids) to serve as the basis
measurement of the notional value of their accounts

Level 2.Observable inputs other than Level 1 prices, sscuated prices for similar assets or liabilitiggpted prices in markets that
not active; or other inputs that are observableaorbe corroborated by observable market dataufustantially the full term of the related as
or liabilities. Our Level 2 assets are interesé waps whose fair value is determined using apriodel predicated upon observable m:
inputs.
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8. FAIR VALUE MEASUREMENTS - Continued

Level 3. Unobservable inputs that are supported by littlm@market activity and that are significant to fag value of the assets
liabilities. Our Level 3 assets are bonds that moe routinely traded but whose fair value is deieed using an estimate of projec
redemption value predicated upon quoted bid/agteprior similar unrated bonds. Our Level 3 lialgtconsist of the right of our joint vent
partner in SF-HIW Harborview Plaza, LP to put i@98equity interest in SFHW Harborview Plaza, LP to us in exchange for cashny tim
during the onerear period commencing September 11, 2014. Becafishe put option, this transaction is accounted d6 a financin
transaction. Accordingly, the assets and liabgitand operations related to Harborview Plaza, topgity owned by SHIW Harborview
Plaza, LP, including any new financing by the parship, remain in our Consolidated Financial Statet® As a result, we have establish
financing obligation equal to the net equity cdmiited by the other partner.

The following tables set forth the financial assatsl liabilities as of September 30, 2008 that veasared at fair value on a recur
basis by level within the fair value hierarchy. fegjuired by SFAS No. 157, assets and liabilitieasneed at fair value are classified in t
entirety based on the lowest level of input thaigmificant to their fair value measurement.

Fair Value Measurements Using

Level 1 Level 2 Level 3
Quoted Prices in Significant
Balance at Active Markets Other Significant
September 30, for Identical Observable Unobservable
2008 Assets Inputs Inputs
Assets
Marketable securitieq) $ — 3 6,301 $ — % —
Tax Increment Financing Boni 18,79( — — 18,79(
Interest rate swaps 575 — 57% —
Total Assets $ 19,36: $ 6,301 $ 57 $ 18,79(
Liabilities
Deferred compensatic $ — 3 6,301 $ — % —
Harborview financing obligation 16,65¢ — — 16,65¢
Total Liabilities $ 16,65¢ $ 6,301 $ — % 16,65¢

(1) The marketable securities are held through ouceffileferred compensation plans.
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8. FAIR VALUE MEASUREMENTS - Continued

Fair Value
Measurements
Using
Significant
Unobservable
Inputs
(Level 3)
Assets:
Tax Increment Financing Bonds
Beginning balance as of June 30, 2! $ —
Transfers into Level 20,54
Unrealized loss included in AOCL (1,757
Ending balance as of September 30, 2008 $ 18,79(
Liabilities:
Harborview Financing Obligation
Beginning balance as of June 30, 2! $ 16,62(
Payments on financing obligatit (419
Interest expense on financing obligation 45¢
Ending balance as of September 30, 2008 $ 16,65¢
Fair Value
Measurements
Using
Significant
Unobservable
Inputs
(Level 3)
Assets:
Tax Increment Financing Bonds
Beginning balance as of December 31, 2 $ —
Transfers into Level 20,54
Unrealized loss included in AOCL (1,759
Ending balance as of September 30, 2008 $ 18,79(
Liabilities:
Harborview Financing Obligation
Beginning balance as of December 31, 2 $ 16,56¢
Payments on financing obligatis (1,219
Interest expense on financing obligation 1,312
Ending balance as of September 30, 2008 $ 16,65¢
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9. DISCONTINUED OPERATIONS

As part of our business strategy, we from timeiteetselectively dispose of nawre properties in order to use the net proceet
investments, for repayment of debt and/or retiremoéPreferred Stock, or other purposes. The thblew sets forth the net operating resul
those assets classified as discontinued operaitioosr Consolidated Financial Statements. Thosetasdassified as discontinued operat
comprise 1.8 million square feet of office and isttial properties and 13 rental residential unitl luring 2007 and the nine months er
September 30, 2008. These Idivgd assets relate to disposal activities thatewmitiated subsequent to the effective date of S®b. 144, ¢
that met certain stipulations prescribed by SFAS NBl. The operations of these assets have bekssdied from our ongoing operations
discontinued operations, and we will not have dggiicant continuing involvement in the operaticaféer the disposal transactions:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Rental and other revenues $ 70 $ 328 $ 193¢ $ 10,14
Operating expenses:
Rental property and other expen 17 1,61( 83¢ 4,84¢
Depreciation and amortization — 773 233 2,481
Total operating expenses 17 2,38: 1,072 7,32
Other income — 4 3 23
Income before minority interest and gains on salegf discontinued
operations 53 90€ 867 2,84:
Minority interest in discontinued operations (3) (60) (56) (197)
Income from discontinued operations, net of minoriy interest 50 84¢ 811 2,64¢
Gains on sales of discontinued operati 3,137 6,617 11,89( 26,46
Minority interest in discontinued operations (197) (442) (765) (1,930
Net gains on sales of discontinued operations, neft minority interest 2,94( 6,17¢ 11,12¢ 24,53:
Net income from discontinued operations before rekese of FASB
FIN 48 tax liability 2,99( 7,021 11,93¢ 27,17¢
Release of FASB FIN 48 tax liability — 1,477 — 1,472
Total discontinued operations $ 2990 $ 8494 $ 1193t $ 28,65:
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10. EARNINGS PER SHARE

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

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Basic income per share:
Numerator:
Income from continuing operatiol $ 11,72 $ 494¢ $ 33,40 $ 46,63
Preferred Stock dividenc (2,457) (2,680 (8,127 (10,639
Excess of Preferred Stock redemption/repurchass oosr
carrying value (108) (842) (10§) (2,285
Income from continuing operations available for coom
stockholder: 9,162 1,42¢ 25,16¢ 33,71
Income from discontinued operations 2,99( 8,49¢ 11,93¢ 28,65:
Net income available for common stockholders $ 12,15. $ 9,91¢ $ 37,10 $ 62,36°
Denominator:
Denominator for basic earnings per share — weightedage
shares(1) 58,491 56,62¢ 57,38 56,37¢
Basic earnings per share:
Income from continuing operatiol $ 0.1 $ 0.0 $ 044 3 0.6C
Income from discontinued operations 0.0& 0.1F 0.21 0.51
Net income $ 021 $ 0.1t $ 065 3 1.11
Diluted income per share:
Numerator:
Income from continuing operatiol $ 11,72.  $ 494¢ % 33,40 $ 46,63
Preferred Stock dividenc (2,457) (2,680 (8,127 (10,639
Excess of Preferred Stock redemption/repurchass oosr
carrying value (10¢) (842) (10¢) (2,285
Minority interest in the Operating Partnership 612 92 1,727 2,68¢
Income from continuing operations available for coom
stockholders 9,77¢ 1,51¢ 26,88¢ 36,39¢
Income from discontinued operatic 2,99( 8,49¢ 11,93¢ 28,65
Minority interest in the Operating Partnership isantinued
operations 20C 50z 821 2,127
Income from discontinued operations 3,19( 8,99¢ 12,75; 30,77¢
Net income available for common stockholders $ 12,96: $ 1051: $ 39,64¢ $ 67,17
Denominator:
Denominator for basic earnings per share — adjustghted
average share(1) 58,497 56,62¢ 57,381 56,37¢
Add:
Employee and director stock options and warr 30z 494 33€ 744
Common Units 3,92¢ 4,061 3,947 4,23¢
Unvested restricted stock 211 118 19E 257
Denominator for diluted earnings per share — adflisteighted
average shares and assumed conver(2) 62,93¢ 61,39¢ 61,86¢ 61,61:
Diluted earnings per share:
Income from continuing operatiol $ 0.1€ $ 0.0z $ 04: % 0.5¢
Income from discontinued operations 0.0t 0.1F 0.21 0.5C
Net income $ 021 $ 017 $ 064 $ 1.0¢
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10. EARNINGS PER SHARE - Continued

(1) Weighted average shares exclude shares of unvesstizitted stock pursuant to SFAS No. 1“Earnings per Shal”

(2) Options and warrants aggregating 328,000 and 1@7s8@res were outstanding during the three momntede September 30, 2008
2007, respectively, and 175,000 and 141,000 shae¥e outstanding during the nine months ended 8d¥ee30, 2008 and 20(
respectively, but were not included in the compatabf diluted earnings per share because the meepeices of the options and warr:
were higher than the average market price of Com&took during these perioc
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11. SEGMENT INFORMATION

Our principal business is the acquisition, develeptrand operation of rental real estate properids.evaluate our business by prou
type and by geographic locations. These segmedts@ndisclosures below are expanded from whateperted in our Annual Report on Fc
10K for 2007 due to expanded internal reporting infation used by our chief operating decision makatiag in the first quarter of 20(
Each product type has different customers and en@ncharacteristics as to rental rates and termst per square foot of buildings,
purposes for which customers use the space, theeed maintenance and customer support requirddcastomer dependency on diffel
economic drivers, among others. The operating tedyl geographic grouping are also regularly reei@\wy our chief operating decision me
for assessing performance and other purposes. Bherg material inter-segment transactions.

The accounting policies of the segments are theesasrthose described in Note 1 included hereirthEgyrall operations are within 1
United States and, at September 30, 2008, no tefidme Wholly Owned Properties comprised more th&3 of our consolidated revenues.

The following table summarizes the rental incomet, operating income and assets for each reportggement for the three and n
months ended September 30, 2008 and 2007:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Rental and Other Revenuesq) (2)
Office:
Atlanta, GA $ 11,757 $ 10,40C $ 3495( $ 31,347
Greenville, SC 3,55: 3,23: 10,29¢ 9,73
Kansas City, MC 3,98¢ 3,82( 11,55t 10,70:
Memphis, TN 6,34¢ 5,991 18,84¢ 17,99:
Nashville, TN 16,152 13,25 47,82t 39,49¢
Orlando, FL 2,27¢ 1,61¢ 6,457 4,79¢
Piedmont Triad, NC 6,26¢ 6,834 19,13¢ 19,96¢
Raleigh, NC 17,48 16,09: 53,31( 47,10«
Richmond, VA 11,765 11,51¢ 35,80¢ 33,38¢
Tampa, FL 16,80! 15,427 49,46 45,77(
Other 68t 465 1,72( 1,88¢
Total Office Segment 97,07¢ 88,64¢ 289,37: 262,18(
Industrial:
Atlanta, GA 3,82¢ 3,93¢ 11,75¢ 11,72¢
Kansas City, MC 5 5 15 15
Piedmont Triad, NC 3,72¢ 3,41( 11,03( 10,11¢
Total Industrial Segment 7,55¢ 7,35¢ 22,80: 21,86
Retail:
Kansas City, MC 11,021 11,13( 32,37( 32,86:
Piedmont Triad, NC 252 14¢ 70€ 40€
Total Retail Segment 11,274 11,27¢ 33,07¢ 33,26¢
Residential
Kansas City, MO 29¢ 29¢ 902 87¢
Total Residential Segment 20¢ 20¢ 902 87¢
Total Rental and Other Revenues $ 116,200 $ 107,58( $ 346,15 $ 318,18t
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11. SEGMENT INFORMATION - Continued

Net Operating Income: (1) (2)
Office:
Atlanta, GA
Greenville, SC
Kansas City, MC
Memphis, TN
Nashville, TN
Orlando, FL
Piedmont Triad, N(
Raleigh, NC
Richmond, VA
Tampa, FL
Other
Total Office Segment

Industrial:
Atlanta, GA
Kansas City, MC
Piedmont Triad, NC

Total Industrial Segment

Retail:
Kansas City, MC
Piedmont Triad, N(
Raleigh, NC
Total Retail Segment
Residential
Kansas City, MO
Total Residential Segment
Total Net Operating Income
Reconciliation to income before disposition of proerty,

insurance gain, minority interest and equity in
earnings of unconsolidated affiliates:

Depreciation and amortizatic
Impairment of assets held for L
General and administrative expel
Interest expense

Interest and other income

Income before disposition of property, insurance ga
minority interest and equity in earnings of
unconsolidated affiliate

(1) Net of discontinued operatior

Three Months Ended
September 30,

Nine Months Ended

September 30,

2008 2007 2008 2007
$ 6,76: $ 6,54¢ 21,78 $ 20,11:
2,15: 1,89¢ 6,261 5,84¢
2,32¢ 2,20¢ 6,46: 5,87¢
3,92¢ 3,33: 11,39¢ 10,34t
10,79¢( 8,18: 31,93( 25,22¢
1,22¢ 1,41F 3,64¢ 3,281
3,947 4,66: 12,01 12,62
11,94( 9,76( 36,25¢ 30,24’
7,68¢ 8,14¢ 23,95 23,25;
10,08: 9,34¢ 30,05: 27,62¢
39¢ 57 854 57¢
61,23 55,55 184,61« 165,02«
2,771 2,97¢ 8,671 8,96:
3 3 7 7
2,75¢ 2,61¢ 8,49¢ 7,82(
5,53¢ 5,59¢ 17,18 16,79(
6,93¢ 7,461 20,75¢ 21,76
20z 13¢ 577 334
(20 (26) (67 (64
7,11¢ 7,57¢ 21,26« 22,03
152 17€ 50E 432
152 17€ 50E 432
74,04: 68,89¢ 223,56 204,27
(32,109) (31,89)) (94,35¢) (90,476)
— (789) — (78¢)
(8,885 (9,649) (29,36:) (31,429)
(24,49;) (25,325) (74,129 (74,279
1,01¢ 1,46¢ 3,42t 5,09+
$ 957t $ 2,71% 29,13¢ $ 12,40;

(2) The Piedmont Triad market encompasses the GreemahdrWinsto-Salem metropolitan are
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12. SUBSEQUENTEVENTS

In October 2008, we acquired a 135,000 squaredfime building in Memphis, Tennessee in excharelB3,587 Common Units a
the assumption of $7.8 million of 8.15% securedtdebich will be recorded at fair value, that ma&siin February 2016. We expect to inct
have incurred approximately $1.7 million of neamiebuilding improvements and other costs relatetthigacquisition.

In October 2008, we entered into a floating-to-fixeterest rate swap with PNC Bank, N.A. for a gees period with respect to

aggregate of $25.0 million of borrowings outstagdimder our $137.5 million term loan. This swapefixhe underlying LIBOR rate ug
which interest on such borrowings are based at2.35
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

We are a fully integrated, self-administered anft senaged equity REIT that provides leasing, managemevelopment, constructi
and other customer-related services for our pragseend for third parties. As of September 30, 2008 owned or had an interest in 383
service office, industrial and retail propertiescempassing 34.8 million square feet, which includix inservice office, industrial and ret
development properties that had not yet reached $&ta#ilized occupancy aggregating 1.3 million squaet, and 514 rental residential ul
We are based in Raleigh, North Carolina, and oopgrties and development land are located in Riorgeorgia, lowa, Kansas, Maryla
Mississippi, Missouri, North Carolina, South Canalj Tennessee and Virginia. Additional informatédout us can be found on our websi
www.highwoods.com Information on our website is not part of thisa@erly Report.

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

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information in this Quarterly Reportymeontain forwardeoking statements. Such statements include, inicodar,
statements about our plans, strategies and praspeder this section and under the heading "Busihé®u can identify forwardeoking
statements by our use of forward-looking terminglauich as "may,” "will,” "expect,” "anticipate,” $&mate,” ‘tontinue" or other simil;
words. Although we believe that our plans, inteméicand expectations reflected in or suggested b $orwardiooking statements &
reasonable, we cannot assure you that our platesitions or expectations will be achieved. Whensagring such forwartboking statement
you should keep in mind the following importanttfas that could cause our actual results to diffiaterially from those contained in ¢
forward-looking statement:

e Speculative development activity by our competitorsour existing markets could result in an exossssupply of office
industrial and retail properties relative to tendamand

o the financial condition of our tenants could detmte;

e We may not be able to complete development, adgprisireinvestment, disposition or joint venturejpcts as quickly or on
favorable terms as anticipate

e We may not be able to lease or release space yuickin as favorable terms as old lea:

o difficulties in obtaining additional capital to &Y our future cash needs or increases in inteeget could adversely impact
ability to fund important business initiatives andrease our debt service co

e We may not be able to meet our liquidity requiretaear obtain capital on favorable terms to fund working capital needs a
growth initiatives or to repay or refinance outstizng debt upon maturity

e in light of the current dislocations in the credifrkets, one or more of our banking partners cauffer unexpected financ
difficulties that cause them to default on theiligdtions under our existing revolving credit fégiland/or revolving constructic
facility, which would make it difficult for us to eet our sho- and lon¢term liquidity needs

e Wwe could lose key executive officers; €
e our southeastern and midwestern markets may siéfdines in economic growt

This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also wevhe other cautionary statements
make in “Business — Risk Factors” set forth in 2007 Annual Report on Form 10-K.
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Given these uncertainties, you should not placeuengliance on forwartboking statements. We undertake no obligation ubliply
release the results of any revisions to these fahiaking statements to reflect any future eventsimumstances or to reflect the occurre
of unanticipated events.

RESULTS OF OPERATIONS

In accordance with SFAS No. 144 and as describedoite 9 to the Consolidated Financial Statementsreclassified the operatic
and/or gain/(loss) from disposal of certain projgsrto discontinued operations for all periods enésd if the operations and cash flows |
been or will be eliminated from our ongoing operas and we will not have any significant continuingolvement in the operations after
disposal transaction and the properties were eidwd during 2007 and the first nine months of 2088 were held for sale
September 30, 2008. There were no properties soidgl2007 and the first nine months of 2008 thdtrbt meet the conditions as stipule
by SFAS No. 144.

Three Months Ended September 30, 2008 and 2007

The following table sets forth information regamliour unaudited results of operations for the thmemths ended September 30, 2
and 2007 ($ in millions):

Three Months Ended

September 30, 2008 to 2007
2008 2007 $ Change % of Change
Rental and other revenues $ 116.2 $ 107.¢ $ 8.6 8.0%
Operating expenses:
Rental property and other expen 42.2 38.7 3.5 9.C
Depreciation and amortizatic 32.1 31.¢ 0.2 0.6
Impairment of assets held for L - 0.8 (0.8 (200.0
General and administrative 8.¢ 9.6 (0.7) (7.3
Total operating expenses 83.2 81.C 2.2 2.7
Interest expenses:
Contractua 23.C 23.7 (0.7) (3.0
Amortization of deferred financing cos 0.7 0.€ 0.1 16.7
Financing obligations 0.7 1.C (0.3 (30.0)
244 25.2 (0.9 (3.6)
Other income:
Interest and other income 1.C 1.4 (0.4) (28.6)
1.C 14 (0.9 (28.6)
Income before disposition of property, minority interest and equity
in earnings of unconsolidated affiliates 9.€ 2.7 6.9 255.¢
Net gains on disposition of propel 1.7 1.3 0.4 30.&
Minority interest (0.9) (0.9 (0.5 (166.7)
Equity in earnings of unconsolidated affiliates 1.2 1.2 - -
Income from continuing operations 11.7 4.¢ 6.8 138.¢
Discontinued operations:
Income from discontinued operations, net of miryorit
interest 0.1 0.8 (0.7) (87.5
Net gains on sales of discontinued operationsphetinority
interest 2.8 6.2 (3.9 (53.9)
Release of FASB FIN 48 tax liability - 1.E (1.5 (100.0)
3.C 8.5 (5.5 (64.7)
Net income 14.7 13.¢ 1.3 9.7
Dividends on preferred stou (2.9 (2.7) 0.3 11.1
Excess of preferred stock redemption/repurchaseoves
carrying value (0.1) (0.§) 0.7 87.t
Net income available for common stockholders $ 12.2 $ 9<% 2.3 23.204
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Rental and Other Revenues

While we own and operate a limited number of indaktretail and residential properties, our op@agtresults depend heavily
successfully leasing our office properties. Ecorogriowth in Florida, Georgia, North Carolina andhiessee is and will continue to be
important determinative factor in predicting outuite operating results.

The key components affecting our rental revenueastr are dispositions, acquisitions, new developsnefdced in service, aver:
occupancy and rental rates. Average occupancy génémcreases during times of improving economiovgth, as our ability to lease sp.
outpaces vacancies that occur upon the expiratibexisting leases. Average occupancy generalljires during times of slower econor
growth, when new vacancies tend to outpace ouityahil lease space. Asset acquisitions, dispostamd new developments placed in se
directly impact our rental revenues and could impag average occupancy, depending upon the occypate of the properties that
acquired, sold or placed in service. A further cador of the predictability of future revenueshs expected lease expirations of our portf
As a result, in addition to seeking to increase awgrage occupancy by leasing current vacant speeelso must concentrate our lea
efforts on renewing leases on expiring space. Wirath not our rental revenue tracks average ocaypproportionally depends upon whel
rents under new leases signed are higher or Idveerthe rents under the previous leases.

Rental and other revenues increased $8.6 milliotménthird quarter of 2008 compared to 2007 pritpaas a result of the contributi
from developed properties placed in service in 2804 the first nine months of 2008 and higher sproperty rental revenue, driven by hig
average occupancy, in certain locations in 2008agpared to 2007.

Operating Expenses

Our expenses primarily consist of rental properyenses, depreciation and amortization, generabdndnistrative expenses and inte
expense. Rental property expenses are expensesatsdavith our ownership and operation of rentalperties and include expenses that
somewhat, such as common area maintenance artaesitiind relatively fixed expenses, such as ptggares and insurance. Some of ti
variable expenses may be lower when our averaggraocy declines. Depreciation and amortizationnemcash expense associated with
ownership of real property and generally remaitetireely consistent each year, unless we buy drasslets, since we depreciate our prope
on a straightine basis over fixed lives. General and administeaexpenses, net of amounts capitalized, copsistarily of management a
employee salaries and other personnel costs, @igand division overhead and long-term incentivagensation.

Rental property and other expenses from continojpgrations (real estate taxes, utilities, insuranegairs and maintenance and ¢
propertyrelated expenses) increased $3.5 million in thelthuarter of 2008 compared to the third quarte2@7, primarily as a result of 1
additional operating expenses of developed praeplaced in service in 2007 and the nine montleeiSeptember 30, 2008 and ger
inflationary increases in certain operating expensach as utility costs, insurance costs andestate taxes.

Rental and other revenues less rental propertyodmet expenses increased $5.1 million in 2008 coetpto 2007. This is primarily t
result of higher margins on development propedigs higher revenues from higher average occupancy.

In the third quarter of 2007, one land parcel hadidators of impairment where the carrying valueesded the sum of estima
undiscounted future cash flows. Therefore, impairhod assets held for use of $0.8 million was rdedrin the third quarter of 2007.

The $0.7 million decrease in general and adminisgaxpenses is primarily related to lower extémalit and legal fees and a decrt
in the adjustment related to our deferred compénséability.

I nterest Expenses

Interest expense depends primarily upon the amaiuotir borrowings, the weighted average interetgtsran our debt and the amour
interest capitalized on development projects.

The $0.7 million decrease in contractual interegtease is primarily the result of a decrease irraye borrowings in 2008 comparel
2007 and a decrease in weighted average intetestoa outstanding debt, offset
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by a decrease in capitalized interest of $0.6 amlfior the third quarter of 2008 compared to thedthuarter of 2007.
Net Gains on Disposition of Property

Net gains on dispositions of properties not clésdifis discontinued operations was $1.7 million $ha million for the three mont
ended September 30, 2008 and 2007, respectivelps@ae dependent on the specific assets sold, Historical cost basis and other fact
and can vary significantly from period to period.

Discontinued Operations

In accordance with SFAS No. 144, we classifiedinebme of $3.0 million and $8.5 million, net of ronity interest, as discontinu
operations for the three months ended Septemb&@08® and 2007, respectively. These amounts ridateB million square feet of office a
industrial properties and 13 rental residentiataisold during 2007 and the nine months ended 8dy@e30, 2008. These amounts include
gains on the sale of these properties of $2.9nilind $6.2 million, net of minority interest, metthree months ended September 30, 200
2007, respectively. During the three months endegtenber 30, 2007, we recorded $1.5 million for tékease of a liability recorded
accordance with FIN 48.
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Nine Months Ended September 30, 2008 and 2007

The following table sets forth information regamliour unaudited results of operations for the miaths ended September 30, 2008
2007 ($ in millions):

Nine Months Ended

September 30, 2008 to 2007
2008 2007 $ Change % of Change
Rental and other revenues $ 346.2 $ 318.2 % 28.C 8.8%
Operating expenses:
Rental property and other expen 122.¢ 113.¢ 8.7 7.6
Depreciation and amortizatic 94.£ 90.t 3.9 4.3
Impairment of assets held for L - 0.8 (0.9 (200.0
General and administrative 29.2 31. (2.0) (6.4)
Total operating expenses 246.4 236.¢ 9.8 4.1
Interest expenses:
Contractua 69.¢ 69.5 0.3 0.4
Amortization of deferred financing cos 2.C 1.8 0.2 11.1
Financing obligations 2.3 3.C (0.7) (23.9)
74.1 74.% (0.2 (0.3
Other income:
Interest and other income 3.4 5.1 (1.7) (33.9)
34 5.1 1.7 (33.9
Income before disposition of property, insurance ga, minority
interest and equity in earnings of unconsolidatedféiliates 29.1 12.£ 16.7 134.%
Net gains on disposition of propel 1.¢ 20.2 (18.5) (90.7)
Gain from property insurance settlem — 4.1 (4.7 (100.0
Minority interest 2.3 (3.2) 0.9 28.1
Equity in earnings of unconsolidated affiliates 4.7 12.¢ (8.2) (63.6)
Income from continuing operations 33.2 46.€ (13.9 (28.9)
Discontinued operations:
Income from discontinued operations, net of miryorit
interest 0.8 2.7 (1.9 (70.9)
Net gains on sales of discontinued operationsphetinority
interest 11.1 24.F (13.9 (54.7)
Release of FASB FIN 48 tax liability - 1.5 (1.5 (100.0)
11.¢ 28.7 (16.€) (58.5)
Net income 45.¢ 75.% (30.0) (39.9)
Dividends on preferred stot (8.2 (10.¢) 2.5 23.€
Excess of preferred stock redemption/repurchaseoves carrying value (0.2) (2.9) 2.2 95.7
Net income available for common stockholders $ 37.1% 62.2 % (25.9) (40.5y05

Rental and Other Revenues

Rental and other revenues increased $28.0 miliiothe first nine months of 2008 compared to 200Marly as a result of tt
contribution from developed properties placed irvise in 2007 and the first nine months of 2008 aigher same property rental revet
driven by higher average occupancy, in certaintlona in 2008 as compared to 2007.

Operating Expenses

Rental property and other operating expenses fimmirauing operations (real estate taxes, utiliiesyrance, repairs and maintenance
other property-related expenses) increased $8libmih the first nine months of 2008
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compared to the first nine months of 2007, prinyaai a result of the additional operating expen$eeveloped properties placed in servic
2007 and the nine months ended September 30, 20d&eneral inflationary increases in certain opegaexpenses, such as utility co
insurance costs and real estate taxes.

Rental and other revenues less rental propertyotimel operating expenses increased $19.3 millioR0®8 compared to 2007. This
primarily the result of higher margins on developtngroperties and higher revenues from higher axeececupancy.

The $3.9 million increase in depreciation and airation is primarily a result of the contributiorom development properties place:
service in 2007 and the nine months ended SepteBh@008 and an increase in building improvemesetsant improvements and defel
leasing costs related to those buildings placestimice.

In the nine months ended September 30, 2007, omeparcel had indicators of impairment where theyiag value exceeded the sun
estimated undiscounted future cash flows. Therefarpairment of assets held for use of $0.8 milwas recorded in the nine months er
September 30, 2007.

The $2.0 million decrease in general and admiristaexpenses is primarily related to lower extéregal and audit fees, low
condominium marketing costs and a decrease in diestanent related to our deferred compensatioriliighThese decreases are parti
offset by higher compensation related costs.

Financing Obligation

The $0.7 million decrease in financing obligatiemgrimarily the result of lower fair market amagtion and interest expense for the
nine months of 2008 compared to the first nine ewf 2007.

Other Income

The $1.7 million decrease in interest and otheprime is primarily related to a decrease in inconwenfr2007 to 2008 related to «
investments in marketable securities which we ovspay benefits under our deferred compensation, mfiset by interest income from ¢
investment in TIF bonds.

Net Gains on Disposition of Property; Gain from Property Insurance Settlement; Minority Interest; Equity in Earnings of Unconsolidated
Affiliates

Net gains on dispositions of properties not cléadifis discontinued operations was $1.9 million $2d.4 million for the nine mont
ended September 30, 2008 and 2007, respectivelns@ae dependent on the specific assets sold, listorical cost basis and other fact
and can vary significantly from period to period.

In the first nine months of 2007, we recorded d $dillion gain from finalization of a prior yearsaorance claim.

The decrease in minority interest expense of $GIBomwas primarily due to a corresponding deceeas the Operating Partnership’
income from continuing operations, after Preferdedt distributions.

Equity in earnings of unconsolidated affiliates @ased $8.2 million from 2007. The decrease prisnaeisulted from the sale of cert
properties and recognition of a substantial leasminhation fee in certain of our unconsolidatediafes.

Discontinued Operations

In accordance with SFAS No. 144, we classifiedinedme of $11.9 million and $28.7 million, net ofrmority interest, as discontinu
operations for the nine months ended Septembe2(®B and 2007, respectively. These amounts redate8t million square feet of office a
industrial properties and 13 rental residentiataisold during 2007 and the nine months ended 8dy@e30, 2008. These amounts include
gains on the sale of these properties of $11.lianithnd $24.5 million, net of minority interest, timle nine months ended September 30,
and 2007, respectively. During the nine months dreptember 30, 2007, we recorded $1.5 milliontlier release of a liability recorded
accordance with FIN 48.
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Dividends on Preferred Stock and Excess of Preferred Stock Redemption/Repurchase Cost Over Carrying Value

Preferred stock dividends decreased $2.5 millioa thuthe reduction in outstanding Preferred Stoalardres in 2007 and 2008.
addition, net income available for common stockbaddwas reduced by $0.1 million and $2.3 million thee nine months end
September 30, 2008 and 2007, respectively, retatdie excess of redemption cost over the net iceymyalue of Preferred Stock.

LIQUIDITY AND CAPITAL RESOURCES

Because we are a REIT, we are required under tfexdetax laws to distribute at least 90% of oul Rt&axable income, excluding cap
gains, to our stockholders. We generally use rexgsived from customers and proceeds from salesmtore development land to fund
operating expenses, recurring capital expenditares stockholder dividends. To fund property acdioiss, development activity or buildi
renovations, we may sell other assets and may idebt from time to time. Our debt generally corssist mortgage debt, unsecured ¢
securities and borrowings under our credit faeiti

Our revolving credit facility, the term loan andetindenture that governs our outstanding notesineais to comply with custome
operating covenants and various financial and dimeraatios. As a result, to ensure that we do viotate the provisions of these d
instruments, we may from time to time be limiteclimdertaking certain activities that may otherwbgein the best interest of our stockholc
such as repurchasing capital stock, acquiring it assets, increasing the total amount of obt deincreasing stockholder dividends.
review our current and expected operating restiigncial condition and planned strategic actionsam ongoing basis for the purpost
monitoring our continued compliance with these ecaregs and ratios. Any unwaived event of defaulidoesult in an acceleration of some
all of our debt, severely restrict our ability tewur additional debt to fund short- and long-temsitneeds or result in higher interest expense.

If any of our lenders ever accelerated outstandiglgt due to an event of default, we would not ble &b borrow any further amoul
under our revolving credit facility, which would a&tsely affect our ability to fund our operatiotisour debt cannot be paid, refinancec
extended at maturity or upon acceleration, in daoldito our failure to repay our debt, we may notabée to make distributions to stockholc
at expected levels or at all. Furthermore, if agfjnancing is done at higher interest rates, tleeeimsed interest expense would adversely i
our cash flows and ability to pay dividends to &tomders. Any such refinancing could also impogéater financial ratios and other coveni
that would restrict our ability to take actions ttveould otherwise be in our stockholdek®st interest, such as funding new develop
activity, making opportunistic acquisitions, repussing our securities or paying dividends.

To generate additional capital to fund our growtkl ather strategic initiatives and to lessen th@enship risks typically associated v
owning 100.0% of a property, we may sell some of moperties or contribute them to joint venturdthen we create a joint venture wit
strategic partner, we usually contribute one oreymoperties that we own and/or vacant land tovelynéormed entity in which we retain
interest of 50.0% or less. In exchange for our equaninority interest in the joint venture, we geally receive cash from the partner and re
some or all of the management income relating égpttoperties in the joint venture. The joint ventitself will frequently borrow money on
own behalf to finance the acquisition of, and/ael@ge the return upon, the properties being aeduiy the joint venture or to build or acq!
additional buildings. Such borrowings are typicailly a nonrecourse or limited recourse basis. We generaéiynat liable for the debts of ¢
joint ventures, except to the extent of our equityestment, unless we have directly guaranteedodnlyat debt. In most cases, we and/or
strategic partners are required to guarantee cagtoaxceptions to non-recourse liability in nonengcse loans.

We also may sell additional Common Stock or Pref#@tock or issue Common Units to fund additiomairgh or to reduce our debt.
addition, we may from time to time use availablads to redeem or repurchase Common Units and Redf&tock for cash. In the future,
may from time to time retire some or all of our gning outstanding Preferred Stock through redemngtiopen market repurchases, privi
negotiated acquisitions or otherwise.
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Statement of Cash Flows

As required by GAAP, we report and analyze our dhshs based on operating activities, investingwiti¢s and financing activities. T
following table sets forth the changes in our clstvs in the first nine months of 2008 as compatedhe first nine months of 2007
thousands):

Nine Months Ended

September 30,
2008 2007 Change
Cash Provided By Operating Activities $ 128,14: $ 120,80¢ $ 7,33
Cash Used In Investing Activitie (128,60.) (97,919 (30,687)
Cash Provided by/(Used In) Financing Activities 10,98" (36,119 47,10(
Total Cash Flows $ 10520 $ (13,22% $ 23,74¢

The increase of $7.3 million in cash provided byerming activities in 2008 compared to 2007 wasprily the result of higher ca
flows from net income as adjusted for depreciatod amortization, net gains on disposition of propes, a gain from a property insura
settlement, minority interest, equity in earnindsunconsolidated affiliates and distributions ofréags from unconsolidated affiliates, wh
resulted in a $16.4 million increase in cash preuidy operating activities. Partially offsettingstliincrease was the net change in oper
assets and liabilities, which resulted in a $9.0ioni decrease in cash provided by operating attwi

The increase of $30.7 million in cash used in itimgsactivities in 2008 compared to 2007 was prityia result of a decrease in proce
from disposition of real estate assets and didioha of capital from unconsolidated affiliates ardincrease in contributions to unconsolid
affiliates. Partially offsetting these changes wedecrease in additions to real estate assetdedarted leasing costs and an increase in ch
in restricted cash and other investing activities.

The increase of $47.1 million in cash provided byéd in) financing activities in 2008 compared @92 was primarily a result of
increase in net proceeds from the issuance of Com8tock, an increase in borrowings on our revolvamgdit facility, a decrease
redemption/repurchase of Preferred Stock and adserin cash paid for repurchase of Common UretdiaRy offsetting these changes we
decrease in borrowings on mortgages and notes [gagatl an increase in repayments of mortgages eties payable.

Capitalization

The following table sets forth our capitalizatios af September 30, 2008 and December 31, 2007h@osands, except per st
amounts):

September 30, December 31,
2008 2007
Mortgages and notes payable, at recorded book value $ 158895 $ 1,641,98
Financing obligation $ 35,19 $ 35,07:
Preferred Stock, at liquidation val $ 8159 $ 135,43
Common Stock and Common Units outstanc 67,45 61,22¢
Per share stock price at peri $ 35.5¢ $ 29.3¢
Market value of Common Stock and Common Units 2,398,55! 1,798,76.
Total market capitalization with debt and obligaso $ 4,104,290 $ 3,611,250

Based on our total market capitalization of $4lidn at September 30, 2008 (at the September @08 Der share stock price of $3¢
and assuming the redemption for shares of CommockSif the 3.9 million Common Units not owned by tBompany), our mortgages
notes payable represented 38.7% of our total maeggtalization.
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Mortgages and notes payable at September 30, 2888 somprised of $670.0 million of secured indebtss with a weighted aver:
interest rate of 6.49% and $919.0 million of unsedundebtedness with a weighted average inteagstaf 5.85%. As of September 30, 2(
our outstanding mortgages and notes payable weteeskby real estate assets with an aggregate reudafed book value of $1.1 billion.

We do not intend to reserve funds to retire exgsiecured or unsecured debt upon maturity. For r@ mmmplete discussion of our long-
term liquidity needs, see “Liquidity and Capitald®erces - Current and Future Cash Needs.”

Recent Developments

In October 2008, we acquired a 135,000 squaredfime building in Memphis, Tennessee in excharelB3,587 Common Units a
the assumption of $7.8 million of 8.15% securedtdebich will be recorded at fair value, that ma&siin February 2016. We expect to inct
have incurred approximately $1.7 million of neamtebuilding improvements and other costs relatetthigacquisition.

In October 2008, we entered into a floating-to-fixaterest rate swap with PNC Bank, N.A. for a geer period with respect to
aggregate of $25.0 million of borrowings outstagdimder our $137.5 million term loan. This swapefixhe underlying LIBOR rate ug
which interest on such borrowings are based at2.35

Financing and Investments Activity

On September 12, 2008, the Company sold 5.5 mibivewres of Common Stock for net proceeds of $188ldn. As required by th
terms of the partnership agreement of the Operafiagnership, the net proceeds from the offeringeweontributed to the Operati
Partnership in exchange for 5.5 million additioBalmmon Units. In September 2008, a portion of thiepnoceeds of the offering were use
repurchase 53,845 outstanding 8 5/8% Series A CatimalRedeemable Preferred Shares for an aggrpgethase price of $52.5 million. T
remaining net proceeds from the offering were useg&duce the amount of borrowings outstanding underevolving credit facility.

Our $450.0 million unsecured revolving credit fagilis initially scheduled to mature on May 1, 2008ssuming no default exists,
have an option to extend the maturity date by althtimnal year. The interest rate is LIBOR plusk&®is points and the annual base facility
is 20 basis points. The interest rate would inaé¢ad IBOR plus 140 or 155 basis points if our dreating were to fall below investment gr:
according to two of three credit rating agencies.oASeptember 30, 2008, we had $132.5 milliondwed on this revolving credit facility. C
revolving credit facility is syndicated as folloyis thousands):
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Amount Unfunded
Outstanding Commitment
at at
Total September 30, September 30,
Name of Lender Commitment 2008 2008
Bank of America, N.A $ 50,00 $ 14,72: $ 35,27¢
Branch Banking and Trust C 50,00( 14,72 35,27¢
Wachovia Bank, N.A 50,00( 14,72 35,27¢
Wells Fargo Bank, N.A 50,00( 14,72 35,27¢
Emigrant Bank 35,00( 10,30¢ 24,69
Eurolypo AG, New York Branc 35,00( 10,30¢ 24,69
PNC Bank, N.A 30,00( 8,83: 21,167
Regions Banl 30,00( 8,83: 21,167
Comerica Banl 25,00( 7,361 17,63¢
RBC Bank 25,00( 7,361 17,63¢
Union Bank of California, N.A 25,00( 7,361 17,63¢
US Bank 20,00( 5,89(C 14,11(
First Horizon Banl 15,00( 4,417 10,58:
Chevy Chase Bank 10,00( 2,94 7,05¢
Total $ 450,000 $ 132,500 $ 317,50

The unfunded commitment in the table above inclufiz$6 million in outstanding letters of credit, whi effectively reduces t
availability under our revolving credit facility t8315.9 million as of September 30, 2008.

On February 1, 2008, we paid off at maturity $10Million of 7.13% unsecured notes using borrowinggler our revolving crec
facility. On February 26, 2008, we closed a $137illion threeyear term loan that bears interest at LIBOR plug hasis points. The inter
rate would increase to LIBOR plus 160 basis poihtsur credit rating were to fall below investmegrade according to two of three cr
rating agencies. Proceeds from this loan were tsedduce the outstanding borrowings under our lvéwg credit facility and for shorterrr
investments.

In July 2008, REES, a consolidated joint ventuse (Sote 1 to the Consolidated Financial Statemandsr 2007 Annual Report on Fo
10-K), fully repaid the remaining $17.5 million stending under a secured construction loan.

Our revolving credit facility, our term loan andetiindenture that governs the Operating Partnershaptstanding notes require ut
comply with customary operating covenants and werifinancial and operating ratios. We and the QpeydPartnership are each currentl
compliance with all such requirements. Althoughex@ect to remain in compliance with these covenantsratios for at least the next y
depending upon our future operating performancepgnty and financing transactions and general enanoonditions, we cannot assure
that we will continue to be in compliance.

If any of our lenders ever accelerated outstandigigt due to an event of default, we would not ble &b borrow any further amoul
under our revolving credit facility, which would a&tsely affect our ability to fund our operatiotisour debt cannot be paid, refinancec
extended at maturity or upon acceleration, in @oidito our failure to repay our debt, we may notabé to make distributions to stockholc
at expected levels or at all. Furthermore, if agfynancing is done at higher interest rates, tleeeimsed interest expense would adversely i
our cash flows and ability to pay dividends to &tomders. Any such refinancing could also impogéater financial ratios and other coveni
that would restrict our ability to take actions tthveould otherwise be in our stockholdek®st interest, such as funding new develop
activity, making opportunistic acquisitions, repussing our securities or paying dividends.

In March 2008, we and an affiliate of DLF formednaw joint venture, Highwoods DLF Forum, LLC, in whiwe have a 25.0
ownership interest. On April 3, 2008, Highwoods DE&rum, LLC acquired The Forum, which is a 635,880are foot office park in Ralei
North Carolina, for $113 million. We contributed2s2 million to Highwoods DLF Forum, LLC and, simaieously with the acquisition of T
Forum, the joint venture obtained a $67.5 milli@cwed loan. We are the property manager and pagjant for the office park and rece
customary management fees and leasing commissdmsiccount for this unconsolidated joint venturegishe equity method of accounting.
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Current and Future Cash Needs

Rental and other revenues are our principal soafdeinds to meet our shotrm liquidity requirements, which primarily cortsisf
operating expenses, debt service, stockholder elivd, any guarantee obligations and recurring aapipenditures. In addition, we co
incur tenant improvement costs and lease commissiglated to any releasing of vacant space. Aspfenber 30, 2008, other than princ
amortization on certain secured loans, we haveutstanding debt that matures prior to the end 6820

We generally expect to fund our shtetm liquidity needs through a combination of aablé working capital, cash flows from operati
and borrowings under our revolving credit facilisd revolving construction facilities (which had1$3 million and $72.2 million «
availability, respectively, as of September 30,800Ne regularly evaluate the financial conditiohour banking partners using publi
available information, particularly in light of theurrent dislocations in the credit market. Basedhis review, we currently expect our ban}
partners, which are major financial institutiors perform their obligations under our existing Fieis.

Our longterm liquidity needs generally include the fundofgcapital expenditures to lease space to our mest®, maintain the quality
our existing properties and build new propertieapi@l expenditures include tenant improvementsidimg improvements, new buildii
completion costs and land infrastructure costs.aneimprovements are the costs required to cusmisjiace for the specific needs of first-
generation and secomgneration customers. Building improvements arerréwy capital costs not related to a specific costr to maintai
existing buildings. New building completion costg @&xpenses for the construction of new buildingsd infrastructure costs are expenst
prepare development land for future developmeniviactthat is not specifically related to a singbelilding. Excluding recurring capi
expenditures for leasing costs and tenant impromsnand for normal building improvements, our expéduture capital expenditures
started and/or committed new development projeet®\895.3 million at September 30, 2008. A sigaificportion of these future expenditt
are currently subject to binding contractual areagnts. Our longerm liquidity needs also include the funding ofvelepment project
selective asset acquisitions and the retirememafgage debt, amounts outstanding under our rengpbredit facility and longerm unsecure
debt.

Our goal is to maintain a conservative and flexitddance sheet. Accordingly, we expect to meetlang-term liquidity needs througt
combination of:

e borrowings under unsecured financing arrangemdraswe may obtain, such as the issuance by theapgrPartnership
unsecured debt securitie

o theissuance of equity securities by the Compaaiytlag Operating Partnersh
e borrowings under other secured mortgages or carigiruloans that we may obtain;
o the selective disposition of non-core assets; and

e the sale or contribution of some of our Wholly Owrieroperties, development projects and developtaeuit to strategic joil
ventures to be formed with unrelated investorscWhiwould have the net effect of generating addéti@apital through such s
or contributions

We expect to use such sources to meet our temg-liquidity requirements either through direetyments or repayments of borrowi
under our revolving credit facility. As mentionedoae, we do not intend to reserve funds to retkistimg secured or unsecured indebted
upon maturity. Instead, we will seek to refinancetsdebt at maturity or retire such debt through ifsuance of equity or debt securitie
from proceeds from sales of properties. In therjtwe may from time to time retire some or albaf remaining outstanding Preferred S
through redemptions, open market repurchases,tpljvaegotiated acquisitions or otherwise.

We anticipate that our available cash and cashvabprits and cash flows from operating activitiegkhwash available from borrowin
and other sources, will be adequate to meet outatamd liquidity needs in both the short and Idegn. However, if these sources of funds
insufficient or unavailable, our ability to pay @iends to stockholders and satisfy other cash patsmeay be adversely affected.
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Off Balance Sheet Arrangements

We have several off balance sheet joint venturequratantee arrangements. The joint ventures weneefb with unrelated investors
generate additional capital to fund property adtjaiss, repay outstanding debt, fund other strategitiatives and lessen the risks typic
associated with owning 100.0% of a property. Whencveate a joint venture with a partner, we usuadiytribute cash or wholly owned as:
to a newly formed entity in which we retain an dgolaminority interest. For financial reporting pases, certain assets we sold have
accounted for as financing arrangements.

As of September 30, 2008, our unconsolidated jeémtures had $856.2 million of total assets and7$Gillion of total liabilities a
reflected in their financial statements. At Septem®0, 2008, our weighted average equity interested on the total assets of tf
unconsolidated joint ventures was 37.4%. Duringriime months ended September 30, 2008, these wlimtated joint ventures earned $
million of total net income of which our share,afappropriate purchase accounting and other awkungs, was $4.7 million.

As of September 30, 2008, our unconsolidated jearttures had $619.0 million of outstanding mortgedgbt. All of this joint ventu
debt is norrecourse to us except (1) in the case of customargptions pertaining to such matters as misugenolfs, environmental conditio
and material misrepresentations and (2) those gtea and loans described in Note 15 to the Cafegeli Financial Statements in our 2
Annual Report on Form 10-K.

Interest Rate Hedging Activities

To meet, in part, our longerm liquidity requirements, we borrow funds atoenbination of fixed and variable rates. Borrowingsler ou
revolving credit facility bear interest at varialoltes. Our long-term debt, which consists of sed¢@nd unsecured lortigrm financings and tl
issuance of unsecured debt securities, typicalardbterest at fixed rates although some loans ingxest at variable rates. Our interest
risk management objectives are to limit the impgddhterest rate changes on earnings and cash #mggo lower our overall borrowing co:
To achieve these objectives, from time to time,may enter into interest rate hedge contracts saatolars, swaps, caps and treasury
agreements in order to mitigate our interest rgzte with respect to various debt instruments. Wendbhold or issue these derivative contr
for trading or speculative purposes. The interagt pn all of our variable rate debt is adjustedre and three month intervals, subjec
settlements under interest rate hedge contractal¥éeenter into treasury lock agreements from tionime in order to limit our exposure to
increase in interest rates with respect to futedet dfferings.

In January 2008, we entered into two floating-teefl interest rate swaps for a oyear period with respect to an aggregate of §
million of borrowings outstanding under our revolgicredit facility or other floating rate debt. Beeswaps fix the underlying LIBOR r
upon which interest on such borrowings is base8.2% for $30.0 million of borrowings and 3.2% foR@0 million of borrowings. Tt
counterparty under the $30.0 million swap is PN@IBand the counterparty under the $20.0 millionsigaBank of America. These swi
were designated as hedges under SFAS No. 133. dingy, the swaps are being accounted for as dashtfedges.

In April 2008, we entered into an additional floatito-fixed interest rate swap for a twear period with respect to an aggregate of §
million of borrowings outstanding under our termaroor other floating rate debt. The swap fixesuheerlying LIBOR rate upon which inter
on such borrowings is based at 2.5%. The countgrp@der this swap is Bank of America. The swap designated as a hedge under S
No. 133. Accordingly, the swap is being accountedak a cash flow hedg

CRITICAL ACCOUNTING ESTIMATES

There were no changes to the critical accountidigips made by management in the nine months eBégtember 30, 2008, except a:
forth in Note 1 to the Consolidated Financial Statats under “Impact of Newly Adopted and Issuedddetting StandardsFor a descriptic
of our critical accounting estimates, see “ManagarseDiscussion and Analysis of Financial Conditiand Results of OperationsCritical
Accounting Estimates” in our 2007 Annual Reportramm 10-K.
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FUNDS FROM OPERATIONS

We believe that FFO and FFO per share are benlgficreanagement aridvestors and are important indicators of the penénce of an
equity REIT. Because FFO and FFO per share calontatxclude such factors as depreciation and d@atidn of real estate assets and ¢
or losses from sales of operating real estateaésbich can vary among owners of identical assesgmilar conditions based on historical «
accounting and useful life estimates), they faailitcomparisons of operating performance betweeiodseand between other REITS. |
management believes that historical cost accouritingeal estate assets in accordance with GAARiditlp assumes that the value of r
estate assets diminishes predictably over timeceSieal estate values have historically risen berfavith market conditions, many indus
investors and analysts have considered the preémentsf operating results for real estate compatti@s use historical cost accounting tc
insufficient by itself. As a result, managementideds that the use of FFO and FFO per share, tegeitith the required GAAP presentatic
provide a more complete understanding of our peréoice relative to our competitors and a more inéatrand appropriate basis on whic
make decisions involving operating, financing ameeisting activities.

FFO and FFO per share as disclosed by other REBysnmat be comparable to our calculation of FFO BRO per share as descril
below. However, you should also be aware that FROFFO per share are n@AAP financial measures and therefore do not represe
income or net income per share as defined by GA¥R.income and net income per share as definedd4FGare the most relevant meast
in determining our operating performance becaus® BRd FFO per share include adjustments that ioxeshay deem subjective, suct
adding back expenses such as depreciation andiaation. Furthermore, FFO per share does not dépécamount that accrues directly to
stockholdersbenefit. Accordingly, FFO and FFO per share shawder be considered as alternatives to net incamnetancome per share
indicators of our operating performance.

Our calculation of FFO, which we believe is coreistwith the calculation of FFO as defined by tregidhal Association of Real Est
Investment Trusts (“NAREIT”) and which approprigteixcludes the cost of capital improvements anateel capitalized interest, is as follows:

e Netincome (loss) computed in accordance with GA
e Less dividends to holders of Preferred Stock ass éxcess of Preferred Stock redemption/repuratesteover carrying value;
e Plus depreciation and amortization of assets ufycgignificant to the real estate industry;

e Less gains, or plus losses, from sales of depriecaterating properties (but excluding impairmergsks) and excluding ite
that are classified as extraordinary items undeAB#

e Plus or minus adjustments for unconsolidated peships and joint ventures (to reflect funds froneigtions on the same bas
and

e Plus or minus adjustments for depreciation and #ration and gains/(losses) on sales and minoriteréest related
discontinued operation

Further, in calculating FFO, we add back minoritferest in the income from the Operating Partnprsithich we believe is consist
with standard industry practice for REITs that @perthrough an UPREIT structure. We believe thi important to present FFO on an as-
converted basis since all of the Common Units wated by the Company are redeemable on a onerferbasis for shares of our Comr
Stock.

Other REITs may not define FFO in accordance whith ¢urrent NAREIT definition or may interpret tharent NAREIT definitiol
differently than we do.
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FFO and FFO per share for the three and nine mantied September 30, 2008 and 2007 are summarizibe ifollowing table ($ i
thousands, except per share amounts):

Three Months Ended September 30, Nine Months Ended September 30,
2008 2007 2008 2007
Per Per Per Per
Amount Share Amount Share Amount Share Amount Share
Funds from operations:
Net income $ 14,71 $ 13,44( $ 45,33 $ 75,287
Dividends to preferred stockholde (2,45)) (2,680) (8,127) (10,639
Excess of Preferred Stock redemption/repurchage cos
over carrying valus (109 (842 (108 (2,28Y)
Net income available for common stockhold 12,152 $ 0.21 9,91¢ $ 0.17 37,10 $ 0.64 62,36: $ 1.0¢
Add/(Deduct):
Depreciation and amortization of real estate
assett 31,63¢ 0.5C 31,29« 0.51 92,88 1.5C 88,63 1.44
Gains on disposition of depreciable
properties (18) — (1,063 (0.02) (36) — (3,347 (0.0%)

Minority interest from the Operating
Partnership in income from
operations 612 — 92 — 1,72 — 2,68¢ —

Unconsolidated affiliates
Depreciation and amortization of real

estate asse 3,13¢ 0.0t 3,107 0.0t 9,46¢ 0.1¢ 8,851 0.14
Gains on disposition of depreciable
properties — — — — — — (7,158 (0.12)

Discontinued operation
Depreciation and amortization of real

estate asse — — 773 0.01 23¢ — 2,481 0.04
Gains on disposition of depreciable
properties (3,137 (0.0%) (7,00) (0.11) (11,890 (0.19 (26,847 (0.49

Minority interest from the Operating
Partnership in income from

discontinued operatior 20C — 50z — 821 — 2,127 —

Release of FASB FIN 48 tax liability — — (1,479 _ (0.02) — — (1,479 _ (0.02)

Funds from operations $ 4458 $ 071$ 36,14¢$ 05¢ $ 130,30t $ 2.11 $ 128,31¢ $ 2.0¢
Weighted average shares outstanding) 62,93¢ 61,39¢ 61,86: 61,61:

(1) Includes assumed conversion of all potentiallytdieiCommon Stock equivalen
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

The effects of potential changes in interest raresdiscussed below. Our market risk discussioludes “forward-looking statements”
and represents an estimate of possible changesriwveiue or future earnings that would occur assgniypothetical future movements
interest rates. These disclosures are not pregdieators of expected future effects, but only datbrs of reasonably possible effects.
result, actual future results may differ materidflym those presented. See “Managengbliscussion and Analysis of Financial Conditionl
Results of Operations — Liquidity and Capital Reses”and the Notes to Consolidated Financial Statenfents description of our accounti
policies and other information related to thesariicial instruments.

As of September 30, 2008, we had $1,287.0 millibfixed rate debt outstanding. The estimated aggeetnir market value of this deb
September 30, 2008 was $1,180.0 million. If interates increase by 100 basis points, the aggrégiatmarket value of our fixed rate deb
of September 30, 2008 would decrease by $48.6amillif interest rates decrease by 100 basis pdimésaggregate fair market value of
fixed rate debt as of September 30, 2008 woulccase by $51.7 million.

As of September 30, 2008, we had $302.0 milliowvariable rate debt outstanding. If the weightedrage interest rate on this varis
rate debt had been 100 basis points higher or lolweng the 12 months ended September 30, 2008intenest expense relating to this ¢
would increase or decrease by approximately $3lomi

As of September 30, 2008, we had floatindixed interest rate swaps with respect to an aggee@f $100.0 million of borrowin
outstanding under our revolving credit facility.efbwaps fix the underlying LIBOR rate under whioterest on such borrowings is based
weighted average of 2.88%. If LIBOR interest rdatesease or decrease by 100 basis points, the gagréair market value of the swaps a
September 30, 2008 would decrease or increase 3,3 and $815,000, respectively.

In addition, we are exposed to certain losseseretrent of nonperformance by the counterpartieg;iwdre PNC Bank, N.A. and Bank
America, N.A., under the swaps. We regularly evi@ute financial condition of our counterpartiesngspublicly available informatio
particularly in light of the current dislocationsthe credit market. Based on this review, we culyeexpect the counterparties, which are
financial institutions, to perform fully under ttevaps. However, if a counterparty defaults on hlgations under the swap, we could
required to pay the full rates on the applicabletdeven if such rates were in excess of the ratbd contract.
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ITEM 4. CONTROLS AND PROCEDURES

SEC rules require us to maintain disclosure costaold procedures that are designed to ensurenfbatniation required to be disclosec
our annual and periodic reports filed with the SECQecorded, processed, summarized and reportddnvithie time periods specified in -
SEC'’s rules and forms. As defined in Rule 134e) under the Exchange Act, disclosure controts grocedures include, without limitati
controls and procedures designed to ensure thatniaftion required to be disclosed by us is accutadlaand communicated to «
management, including our CEO and CFO, to alloneljmdecisions regarding required disclosure. OulOC&d CFO believe that ¢
disclosure controls and procedures were effectivheaend of the period covered by this Quartegprt.

SEC rules also require us to establish and mainta@rnal control over financial reporting designedprovide reasonable assure
regarding the reliability of financial reporting éthe preparation of financial statements for exakipurposes in accordance with gene
accepting accounting principles. As defined in RUBa415(f) under the Exchange Act, internal control ofreancial reporting includes thc
policies and procedures that:

e pertain to the maintenance of records that in mealsie detail accurately and fairly reflect our sactions and dispositions of ass:

e provide reasonable assurance that transactioneeeoeded as necessary to permit preparation ohdiaa statements in accorda
with generally accepting accounting principles, athét receipts and expenditures are being made onlaccordance wi
authorizations of management and directors;

e provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, wselisposition of our assets t
could have a material effect on the financial stegets.

There were no changes in our internal control direancial reporting during the third quarter of B0that materially affected, or ¢
reasonably likely to materially affect, our intekeantrol over financial reporting.
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PART Il - OTHER INFORMATION

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the third quarter of 2008, the Company iskae aggregate of 27,314 shares of Common Stokkltters of Common Units in t
Operating Partnership upon the redemption of adikember of Common Units in private offerings exerfiptn the registration requireme
pursuant to Section 4(2) of the Securities Act.tEafcthe holders of Common Units was an accreditedstor under Rule 501 of the Securi
Act. The resale of such shares was registereddZtmpany under the Securities Act.

ITEM 6. EXHIBITS

Exhibit
Number Description
11 Underwriting Agreement (filed as part of the Comy’s Current Report on Forn-K dated September 12, 20(
31.1 Certification Pursuant to Section 302 of the Saek-Oxley Act
31.2 Certification Pursuant to Section 302 of the Saek-Oxley Act
32.1 Certification Pursuant to Section 906 of the Saek-Oxley Act
32.2 Certification Pursuant to Section 906 of the Saek-Oxley Act
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causidréport to be signed on its behall
the undersigned thereunto duly authorized.

HIGHWOODSPROPERTIESINC.

By: /sI TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officer

Date: November 7, 2008
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

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

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

3. Based on my knowledge, the financial statements,cther financial information included in this gtealy report, fairly present in i
material respects the financial condition, resafteperations and cash flows of the Registrantfaara for, the periods presentet
this quarterly report

4. The Registrans other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidiatieg to the Registrant, including its consolidhgibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finaho#gporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) evaluated the effectiveness of the Regis’s disclosure controls and procedures and presentéds report our conclusio
about the effectiveness of the disclosure control$ procedures, as of the end of the period coueyetlis report based on st
evaluation; ant

(d) disclosed in this report any change in the Registsainternal control over financial reporting thatcoored during th
Registrant’'s most recent fiscal quarter that haterialy affected, or is reasonably likely to madly affect, the Registrarg’
internal control over financial reportin

5. The Registrar's other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobmiver financie
reporting, to the Registrant’s auditors and theifG@Gdmmittee of Registrarg’Board of Directors (or persons performing theivjan
functions):

(a) all significant deficiencies and material weaknssisethe design or operation of internal controéiofinancial reporting whic
are reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refioaincial information
and

(b) any fraud, whether or not material, that involvesnagement or other employees who have a signifitdatin the Registra’s
internal control over financial reportin

Date: November 7, 2008

/sl EDWARD J.FRITSCH
Edward J. Fritscl
President and Chief Executive Offic
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Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

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

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

3. Based on my knowledge, the financial statements,cther financial information included in this gtealy report, fairly present in i
material respects the financial condition, resafteperations and cash flows of the Registrantfaara for, the periods presentet
this quarterly report

4. The Registrans other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidiatieg to the Registrant, including its consolidhgibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this quarterly reparbieing preparet

(b) designed such internal control over financial répgr or caused such internal control over finaho#gporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in atanoce with generally accepted accounting princijj

(c) evaluated the effectiveness of the Regis’s disclosure controls and procedures and presentéds report our conclusio
about the effectiveness of the disclosure control$ procedures, as of the end of the period coueyetlis report based on st
evaluation; ant

(d) disclosed in this report any change in the Registsainternal control over financial reporting thatcoored during th
Registrant’'s most recent fiscal quarter that haterialy affected, or is reasonably likely to madly affect, the Registrarg’
internal control over financial reportin

5. The Registrar's other certifying officers and | have disclosedsdd on our most recent evaluation of internalrobmiver financie
reporting, to the Registrant’s auditors and theifG@Gdmmittee of Registrarg’Board of Directors (or persons performing theivjan
functions):

(a) all significant deficiencies and material weaknssisethe design or operation of internal controéiofinancial reporting whic
are reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refioaincial information
and

(b) any fraud, whether or not material, that involvesnagement or other employees who have a signifitdatin the Registra’s
internal control over financial reportin

Date: November 7, 2008

/sI TERRY L. STEVENS
Terry L. Steven:
Senior Vice President and Chief Financial Offi
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Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwso®roperties, Inc. (the “Company”) on Form QOfor the period endt
September 30, 2008 as filed with the SecuritiesExzhange Commission on the date hereof (the “R@pdr Edward J. Fritsch, President :

Chief Executive Officer of the Company, certify rpuant to 18 U.S.C. § 1350, as adopted pursugh®@b of the Sarbané3xley Act of 200z
that:

1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeo& 1934; and

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

/sl EDWARD J.FRITSCH

Edward J. Fritsch

President and Chief Executive Offic
November 7, 200
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Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwso®roperties, Inc. (the “Company”) on Form QOfor the period endt
September 30, 2008 as filed with the Securities Bxchange Commission on the date hereof (the “R8pdy Terry L. Stevens, Senior Vi
President and Chief Financial Officer of the Comparertify, pursuant to 18 U.S.C. § 1350, as adbpiersuant to 8 906 of the Sarbaridey
Act of 2002, that:

1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeo& 1934; and

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

/sI TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial Offi
November 7, 200
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