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PART |

We refer to Highwoods Properties, Inc. as the “Canyy’ Highwoods Realty Limited Partnership as tl@pérating Partnership,.the
Company’s common stock as “Common Stock” or “ComrBbiares,” the Company’s preferred stock as “Prede8tock” or “Preferred Shares,”
the Operating Partnership’s common partnershiprests as “Common Units,” the Operating Partnershjpreferred partnership interests
“Preferred Units” and in-service properties (exahgdrental residential units and feale residential condominiums) to which the Compamg/o
the Operating Partnership have title and 100.0%eoship rights as the “Wholly Owned Properties.” é&kefices to “we” and “ourtnean th
Company and the Operating Partnership, collectjiuaijess the context indicates otherwise. Refeetmwésame propertyinean the Compan
in-service properties that were wholly-owned dutting entirety of the periods being compared.

The Company conducts virtually all of its activitithrough the Operating Partnership and is its geteral partner. The partnership agree
provides that the Operating Partnership will assanmpay when due, or reimburse the Company fompay of, all costs and expenses relatir
the ownership and operations of, or for the bemdéfithe Operating Partnership. The partnershipegent further provides that all expenses ¢
Company are deemed to be incurred for the benfetfiteoOperating Partnership.

ITEM 1. BUSINESS
General

Highwoods Properties, Inc., headquartered in Rhjelprth Carolina, is a publicliraded real estate investment trust ("REIT") arg
Common Stock is included in the S&P MidCap 400 tndeEhe Company is a fully integrated, setfministered REIT that provides leas
management, development, construction and othéormesrelated services for its properties and for thiadtips. Our Common Stock is tradec
the New York Stock Exchange ("NYSE") under the sghiblIW." At December 31, 2012 , we owned or hadiraerest in 333 irservice office
industrial and retail properties, encompassing 34iion square feet, two development propertiesl &49 acres of development land. (
properties and development land are located inddpGeorgia, Missouri, North Carolina, PennsyleaiBouth Carolina, Tennessee and Virginia.

At December 31, 2012 , the Company owned all ofRteferred Units and 79.9 million , or 95.6%f the Common Units. Limited partne
including two directors of the Company, own the agmmg 3.7 milionCommon Units. Generally, the Operating Partnerghgbligated to redee
each Common Unit at the request of the holder tieier cash equal to the value of one share of Comi&tock based on the average of
market price for the 10 trading days immediatelyceding the notice date of such redemption proviatithe Company, at its option, may €
to acquire any such Common Units presented fomngtien for cash or one share of Common Stock. Toai@on Units owned by the Comp:
are not redeemable.

The Company was incorporated in Maryland in 199 Dperating Partnership was formed in North Caaoilin 1994. Our executive offic
are located at 3100 Smoketree Court, Suite 60@igtaINC 27604, and our telephone number is (979)4924.

Our business is the operation, acquisition and Idpweent of rental real estate properties. We opeoffice, industrial and retail properti
There are no material inteegment transactions. See Note 19 to our Consetidainancial Statements for a summary of the reantdl othe
revenues, net operating income and assets forrepoltable segment.

Our website is www.highwoods.com. In addition ts tAnnual Report, all quarterly and current repgptexy statements, interactive data
other information are made available, without cleamn our website as soon as reasonably practieditelethey are filed or furnished with
Securities and Exchange Commission ("SEC"). Therin&tion on our website does not constitute pathisf Annual Report. Reports filed
furnished with the SEC may also be viewed at wwevgmey or obtained at the SEC's public referenciitfas. Please call the SEC at (800) 732-
0330 for further information about the public refiece facilities.

During 2012, the Company filed unqualified Section 303A cééifions with the NYSE. The Company and the OpegaRartnership ha
also filed the CEO and CFO certifications requiogdSections 302 and 906 of the Sarbanes-Oxley 22002 as exhibits to this Annual Report.
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Business and Operating Strategy
Our Strategic Plan focuses on:
« owning highgquality, differentiated real estate assets in #eikfill business districts in our core mark

» improving the operating results of our existing gedies through concentrated leasing, asset marageicost control and custor
service efforts;

» developing and acquiring office properties in kafilli business districts that improve the overallatity of our portfolio and gener:
attractive returns over the long-term for our stamllders;

» selectively disposing of properties no longer cdeséd to be core assets primarily due to locatige, quality and overall strategic
and

* maintaining a conservative, flexible balance shé#t ample liquidity to meet our funding needs andwth prospects

Local Market Leadership . We focus our real estate activities in marketenghve have extensive local knowledge and own mifsigni
amount of assets. In each of our core markets, aiatain offices that are led by division officergwsignificant real estate experience. Our
estate professionals are seasoned and ¢gsled. Our senior leadership team has signifiegapérience and maintains important relationshigh
market participants in each of our core markets.

Customer Service-Oriented Organization We provide a complete line of real estate sesvtoeour customers. We believe that ouhoust
leasing and asset management, development, agouisitd construction management services genealidiy us to respond to the many deme
of our existing and potential customer base. Wevigeour customers with cost-effective serviceshsas build-tosuit construction and spe
moadification, including tenant improvements and angions. In addition, the breadth of our capaéditand resources provides us with mz
information not generally available. We believettbperating efficiencies achieved through our fulifegrated organization and the strengt
our balance sheet also provide a competitive adgenin retaining existing customers and attractiegy customers as well as setting our |
rates and pricing other services. In addition, relationships with our customers may lead to degarelent projects when these customers seel
space.

Geographic Diversification . Our core portfolio consists primarily of officegperties in Raleigh, Tampa, Nashville, MemphigtsBurgh
Richmond and Orlando, office and industrial projesrin Atlanta and Greensboro and retail and officgperties in Kansas City. We do
believe that our operations are significantly defegrt upon any particular geographic market.

Conservative and Flexible Balance SheetWe are committed to maintaining a conservative fiexible balance sheet that allows u
capitalize on favorable development and acquisitipportunities as they arise. Our balance sheetadllisws us to proactively assure our exis
and prospective customers that we are able totimeht improvements and maintain our propertiggd condition.

Competition

Our properties compete for customers with similapprties located in our markets primarily on thaeib of location, rent, services provi
and the design, quality and condition of the ftiedi. We also compete with other REITs, financigdtitutions, pension funds, partnerst
individual investors and others when attemptingdquire, develop and operate properties.

Employees

At December 31, 2012 , we had 415 full-time empésye
ITEM 1A. RISK FACTORS
An investment in our securities involves variousksi Investors should carefully consider the foitmywrisk factors in conjunction with t

other information contained in this Annual Repoefdse trading in our securities. If any of thessksi actually occur, our business, oper:
results, prospects and financial condition couldhéened.
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Adverse economic conditions in our markets that negively impact the demand for office space, such dsgh unemployment, ma
result in lower occupancy and rental rates for oumortfolio, which would adversely affect our operating results. While we own and operz
a limited number of industrial, retail and residehproperties, our operating results depend hgavilsuccessfully leasing and operating our @
properties, which represent nearly 9@¥orental and other revenues. Economic growth angl@yment levels in our core markets are and
continue to be important determinative factorsredicting our future operating results.

Key components affecting our rental and other raesninclude average occupancy and rental ratesag@eoccupancy generally incree
during times of improving economic growth, as obiligy to lease space outpaces vacancies that agooin the expirations of existing lea
Average occupancy generally declines during timeslawer or negative economic growth and decreasifiige employment because n
vacancies tend to outpace our ability to leaseesplacaddition, the timing of changes in occupatemels tends to lag the timing of change
overall economic activity and employment levelst &dditional information regarding our average @ancy and rental rate trends over the
five years, see “ltem 2. Properties - Wholly Owrirdperties”.Lower rental revenues that may result from lowegrage occupancy or low
rental rates with respect to our same propertyf@artwill generally reduce our operating resultdass offset by the impact of any newly acqt
or developed properties or lower variable operatixigenses, general and administrative expensesrantirest expense.

We face considerable competition in the leasing mket and may be unable to renew existing leases oetet space on terms similar t
the existing leases, or we may expend significanamital in our efforts to re-let space, which may adversely affect our operatingesults.
Generally, 10-15% of our rental revenues at therimégg of any particular year are subject to ledbes expire by the end of that year. Skerf
2. Properties - Lease Expiration#s a result, in addition to seeking to increase angrage occupancy by leasing current vacant spacelst
concentrate our leasing efforts on renewing leasesxpiring space. Because we compete with a nuoflmher developers, owners and oper:
of office and office-oriented, mixedse properties, we may be unable to renew leagbsowi existing customers and, if our current congtrs di
not renew their leases, we may be unable fetrthe space to new customers. To the extentibaire able to renew leases that are schedt
expire in the short-term or tet such space to new customers, heightened cdibpatesulting from adverse market conditions meguire us t
utilize rent concessions and tenant improvemengsdeater extent than we historically have. Furtbestomers may seek to downsize by le¢
less space from us upon any renewal.

If our competitors offer space at rental rates Wwetarrent market rates or below the rental ratesureently charge our customers, we |
lose potential customers, and we may be pressoreedtice our rental rates below those we curresfithrge in order to retain customers
expiration of their existing leases. Even if ousttumers renew their leases or we are able letre space, the terms and other costs of renar
redetting, including the cost of required renovatipimereased tenant improvement allowances, leagingmissions, reduced rental rates and «
potential concessions, may be less favorable tharierms of our current leases and could requineifgiant capital expenditures. From time
time, we may also agree to modify the terms oftexgdeases to incentivize customers to renew tleases. If we are unable to renew leases or re
let space in a reasonable time, or if our rent@sralecline or our tenant improvement costs, lgasammissions or other costs increase
financial condition, cash flows, cash available d@stribution, value of our common stock, and &pitd satisfy our debt service obligations cc
be materially adversely affected.

Difficulties or delays in renewing leases with larg customers or releasing space vacated by large customers could maadly impact
our operating results. The 20 largest customers of our Wholly Owned Priggeiaccount for a significant portion of our reves. Seeltem 2
Properties - Customers” and “ltem 2. Propertieseade Expirations.There are no assurances that these customersy afar other larg
customers, will renew all or any of their spacempapiration of their current leases.

Some of our leases provide customers with the righo terminate their leases early, which could havan adverse effect on our cash flo
and results of operations. Certain of our leases permit our customers toitete their leases as to all or a portion of daséd premises prior
their stated lease expiration dates under ceristnrostances, such as providing notice by a cedate and, in most cases, paying a termin
fee. To the extent that our customers exercisg &amnination rights, our cash flow and earningB g adversely affected, and we can provid
assurances that we will be able to generate awvagui amount of net effective rent by leasinguheated space to new third party customers.

An oversupply of space in our markets would typicdy cause rental rates and occupancies to decline aking it more difficult for us to
lease space at attractive rental rates, if at allUndeveloped land in many of the markets in whighoperate is generally more readily avail
and less expensive than in higher barrieesitry markets such as New York, Chicago, Boston, Bancisco and Los Angeles. As a result,
during times of positive economic growth, our cotitpes could construct new buildings that would gmte with our properties. Any st
oversupply could result in lower occupancy andakrgtes in our portfolio, which would have a négatmpact on our operating results.

6
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In order to maintain the quality of our properties and successfully compete against other propertieaie regularly must spend money t
maintain, repair and renovate our properties, whichreduces our cash flows If our properties are not as attractive to cugianuue to physic
condition as properties owned by our competitors,cauld lose customers or suffer lower rental rafessa result, we may from time to time
required to make significant capital expenditur@smaintain the competitiveness of our propertigser& can be no assurances that any
expenditures would result in higher occupancy ghér rental rates or deter existing customers frefacating to properties owned by
competitors.

Our operating results and financial condition couldbe adversely affected by financial difficulties eperienced by a major customer, ¢
by a number of smaller customers, including bankrugcies, insolvencies or general downturns in busings The success of our investme
and stability of our operations depend on the fimnstability of our customers. A default or temafion by a significant customer on its le
payments to us would cause us to lose the revesageiated with such lease. In the event of a custalefault or bankruptcy, we may experie
delays in enforcing our rights as landlord and nimayir substantial costs in protecting our investhard releasing the property. We cannot e
a customer solely because of its bankruptcy. Orother hand, a court might authorize the customeeject and terminate its lease. In such «
our claim against the bankrupt customer for unphityre rent would be subject to a statutory cagt tinight be substantially less than
remaining rent actually owed under the lease. Aasalt, our claim for unpaid rent would likely nog¢ paid in full. If a customer defaults or
terminates a significant lease, we may not be &btecover the full amount of unpaid rent or beedtbl lease the property for the rent previo
received, if at all. In any of these instances,may also be required to write off deferred leasingts and accrued straighte rents receivabl
These events would adversely impact our opera#aglts.

Costs of complying with governmental laws and regalions may reduce our operating results All real property and the operatic
conducted on real property are subject to fedstate and local laws and regulations relating t@renmental protection and human health
safety. Some of these laws and regulations may smpaint and several liability on customers, owr@reperators for the costs to investigat
remediate contaminated properties, regardless wf & whether the acts causing the contaminati@mewegal. In addition, the presence
hazardous substances, or the failure to propenhedéate these substances, may hinder our abil$gltprent or pledge such property as colla
for future borrowings.

Compliance with new laws or regulations or strigteerpretation of existing laws may require usitur significant expenditures. Future ¢
or regulations may impose significant environmetiddility. Additionally, our customers' operatigrgperations in the vicinity of our properti
such as the presence of underground storage tankstivities of unrelated third parties may affear properties. In addition, there are var
local, state and federal fire, health, Iffafety and similar regulations with which we mayréguired to comply and that may subject us talltgl
in the form of fines or damages for noncompliarfeey expenditures, fines or damages we must paydvaduce our operating results. Propt
legislation to address climate change could ineredtity and other costs of operating our progertivhich, if not offset by rising rental incor
would reduce our net income.

Discovery of previously undetected environmentélazardous conditions may decrease our operatingtsesnd limit our ability to mal
distributions. Under various federal, state and local environnidates and regulations, a current or previous prypewner or operator may
liable for the cost to remove or remediate hazasdwuoxic substances on such property. These cosatd be significant. Such laws often imp
liability whether or not the owner or operator knefy or was responsible for, the presence of s@atidous or toxic substances. Environmi
laws also may impose restrictions on the mannevrhiich property may be used or businesses may batepke and these restrictions may rec
significant expenditures or prevent us from entgiimo leases with prospective customers that neayripacted by such laws. Environmental |
provide for sanctions for noncompliance and mayeh&rced by governmental agencies or private part@ertain environmental laws ¢
common law principles could be used to impose litgbfor release of and exposure to hazardous amists, including asbestosntaining
materials. Third parties may seek recovery fronh peaperty owners or operators for personal injoryproperty damage associated with expc
to released hazardous substances. The cost ofdiledeagainst claims of liability, of complying witnvironmental regulatory requirements
remediating any contaminated property, or of payiagsonal injury claims could reduce our operategylts.

Our operating results may suffer if costs of operahg our properties, such as real estate taxes, Uties, insurance, maintenance an
other costs, rise faster than our ability to increae rental revenues and/or cost recovery incomeWhile we receive additional rent from
customers that is based on recovering a portioopefating expenses, increased operating expenfiesegatively impact our operating rest
Our revenues, including cost recovery income, algest to longeterm leases and may not be quickly increased serffitco recover an incree
in operating costs and expenses. Furthermore, dbts @ssociated with owning and operating a prgpamt not necessarily reduced w
circumstances such as market factors and competéase a reduction in rental revenues from thpgstg. Increases in same property oper:
expenses would reduce
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our operating results unless offset by higher teatas, higher cost recovery income, the impaargf newly acquired or developed propertie
lower general and administrative expenses andferast expense.

Recent and future acquisitions and development pragties may fail to perform in accordance with our gpectations and may require
renovation and development costs exceeding our astites.In the normal course of business, we typically eatd potential acquisitions, er
into nonbinding letters of intent, and may, at any timegeinto contracts to acquire additional propertisquired properties may fail to perfo
in accordance with our expectations due to legsesk, renovation cost risks and other factansaddition, the renovation and improvement ¢
we incur in bringing an acquired property up to kearstandards may exceed our estimates. We makhawet the financial resources to m
suitable acquisitions or renovations on favorabiens or at all.

Further, we face significant competition for atthee investment opportunities from an indeterminatenber of other real estate invest
including investors with significantly greater cibiresources and access to capital than we hagh,as domestic and foreign corporations
financial institutions, publicly-traded and privitdreld REITS, private institutional investment fundsyestment banking firms, life insurar
companies and pension funds. Moreover, owners fafeoproperties may be reluctant to sell, resultimdewer acquisition opportunities. A
result of such increased competition and limitegasfunities, we may be unable to acquire additigraperties or the purchase price of ¢
properties may be significantly elevated, which rimagede our growth and materially and adverselgdfis.

In addition to acquisitions, we periodically coreiddeveloping or re-developing properties. Risksoeigted with development and re-
development activities include:

« the unavailability of favorable construction andd@rmanent financin

e construction costs exceeding original estim

» construction and leasg delays resulting in increased debt service espand construction costs;

» lower than anticipated occupancy rates and renising a property to be unprofitable or less prbfi#ahan originally estimate

Development and rdevelopment activities are also subject to riskatiregy to our ability to obtain, or delays in olitizg, all necessa
zoning, land-use, building, occupancy and otheuireq governmental and utility company authorizasio

llliquidity of real estate investments and the taxeffect of dispositions could significantly impede ur ability to sell assets or respond t
favorable or adverse changes in the performance aur properties. Because real estate investments are relativelyuidli our ability tc
promptly sell one or more properties in our poitfoh response to changing economic, financial iandstment conditions is limited. In additi
we have a significant amount of mortgage debt undgich we would incur significant prepayment peiealtif such loans were paid off
connection with the sale of the underlying reaatestissets.

We intend to continue to sell some of our propsriiethe future as part of our investment strategy activities. However, we cannot pre
whether we will be able to sell any property foe thrice or on the terms set by us, or whether thee pr other terms offered by a prospec
purchaser would be acceptable to us. We also camedict the length of time needed to find a wilipurchaser and close the sale of a property.

Certain of our properties have low tax bases radatd their estimated current fair values, and ediogly, the sale of such assets wc
generate significant taxable gains unless we amiti properties in a tadeferred exchange under Section 1031 of the Inté&eaenue Code
another tax-free or tax-deferred transaction. Foexchange to qualify for tadeferred treatment under Section 1031, the netepas from th
sale of a property must be held by an escrow agetit applied toward the purchase of real estatalifying for gain deferral. Given tl
competition for properties meeting our investmetiieda, there could be a delay in reinvesting spidteeds. Any delay in using the reinvestr
proceeds to acquire additional income producingtasgould reduce our operating results.

Because holders of Common Units, including two ohe Company's directors, may suffer adverse tax coeguences upon the sale
some of our properties, they may seek to influencaes not to sell certain properties even if such a Eawould otherwise be in our bes
interest . Holders of Common Units may suffer adverse taxsequences upon the sale of certain propertieseftine, holders of Common Uni
including two of our directors, may have differeffectives than our stockholders regarding the gmmate pricing and timing of a property's s
Although the Company is the sole general partneghefOperating Partnership and has the exclusitie&ty to sell any of our Wholly Owni
Properties, those who hold Common Units may seek
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to influence us not to sell certain properties eifesuch sale might be financially advantageousttickholders, creditors, bondholders or
business as a whole or influence us to enter imodeferred exchanges with the proceeds of su@s s@hen such a reinvestment might
otherwise be in our best interest.

The value of our joint venture investments could bedversely affected if we are unable to work effetely with our partners or our
partners become unable to satisfy their financial bligations. Instead of owning properties directly, we have dme cases invested, and r
continue to invest, as a partner or aveoturer with one or more third parties. Under aiarcircumstances, this type of investment may lva
risks not otherwise present, including the posgjbthat a partner or ceenturer might be unable to fund its obligationsmaght have busine
interests or goals inconsistent with ours. Als@hsa partner or cgenturer may take action contrary to our requestntrary to provisions in o
joint venture agreements that could harm us. lfwaat to sell our interests in any of our joint wees or believe that the properties in the
venture should be sold, we may not be able to do agimely manner or at all, and our partner(gymot cooperate with our desires, which c
harm us.

Our insurance coverage on our properties may be irdequate.We carry insurance on all of our properties, inglgdnsurance for liability
fire, windstorms, floods, earthquakes and busim@ssruption. Insurance companies, however, limitarage against certain types of losses,
as losses due to terrorist acts, named windstaarthquakes and toxic mold. Thus, we may not haserance coverage, or sufficient insurz
coverage, against certain types of losses andéoe ttmay be decreases in the insurance coveradaldeaiShould an uninsured loss or a los
excess of our insured limits occur, we could loBeoaa portion of the capital we have investedairproperty or properties, as well as
anticipated future revenue from the property orppréies. If any of our properties were to exper@accatastrophic loss, it could disrupt
operations, delay revenue and result in large esgmemo repair or rebuild the property. Furthernfy our insurance carriers were to bec
insolvent, we would be forced to replace the exgsinsurance coverage with another suitable cai®t any outstanding claims would be at
for collection. In such an event, we cannot beaierthat we would be able to replace the coveraginglar or otherwise favorable terms. S
events could adversely affect our operating resultsfinancial condition.

Our use of debt to finance a significant portion ofour operations could have a material adverse effeon our cash flow and ability tc
make distributions. We are subject to risks associated with debt fimgncsuch as the sufficiency of cash flow to mesjuired payme
obligations, ability to comply with financial rascand other covenants and the availability of ehpd refinance existing indebtedness or -
important business initiatives. If we fail to complith the financial ratios and other covenantsermolr credit facilities, we would likely not
able to borrow any further amounts under suchifes| which could adversely affect our ability fuimd our operations, and our lenders ¢
accelerate outstanding debt. Further, we requepbcate credit ratings from Moody's Investors Savand Standard and Poor's Rating Ser
based on their evaluation of our creditworthinédsese agencies' ratings are based on a numbectof§asome of which are not within
control. In addition to factors specific to ourdircial strength and performance, the rating ageraligo consider conditions affecting RE
generally. We cannot assure you that our credingatwill not be downgraded. If our credit ratingge downgraded or other negative actic
taken, we could be required, among other thingpatoadditional interest and fees on outstandingogngs under our revolving credit facil
and term loans.

Increases in interest rates would increase our intest expenseFrom time to time, we may manage our exposureterést rate risk by
combination of interest rate hedge contracts tecéffely fix or cap a portion of our variable ratebt. In addition, we refinance fixed rate del
times when we believe rates and terms are apptepfur efforts to manage these exposures mayenstitcessful. Our use of interest rate h
contracts to manage risk associated with intewgst volatility may expose us to additional risks;liiding a risk that a counterparty to a he
contract may fail to honor its obligations. Devetapan effective interest rate risk strategy is ptar and no strategy can completely insulat
from risks associated with interest rate fluctuadioThere can be no assurance that our hedgingtiastiwill have the desired beneficial impaci
our results of operations or financial conditiorerfination of interest rate hedge contracts typicdalvolves costs, such as transaction fee
breakage costs.

We generally do not intend to reserve funds togeaikisting secured or unsecured debt upon matikieymay not be able to repay, refine
or extend any or all of our debt at maturity or mppmy acceleration. If any refinancing is done ighér interest rates, the increased intt
expense could adversely affect our cash flow arlityato pay distributions. Any such refinancingudd also impose tighter financial ratios
other covenants that restrict our ability to tak¢icms that could otherwise be in our best interegth as funding new development acti
making opportunistic acquisitions, repurchasing securities or paying distributions. If we do no¢eh our mortgage financing obligations,
properties securing such indebtedness could belfsed on, which could have a material adverseceffe our cash flow and ability to f
distributions.

We depend on our revolving credit facility for worg capital purposes and for the shienm funding of our development and acquisi
activity and, in certain instances, the repaymémtloer debt upon maturity. Our ability to borrowder the revolving credit facility also allows
to quickly capitalize on accretive opportunitieshbrt-term interest rates. If our lenders
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default under their obligations under the revolvamgdit facility or we become unable to borrow didaial funds under the facility for any reas
we would be required to seek alternative equitdelst capital, which could be more costly and addgrenpact our financial condition. If su
alternative capital were unavailable, we may noatle to make new investments and could have difficepaying other debt.

Failure to comply with Federal government contracto requirements could result in substantial costs ad loss of substantial revenur
We are subject to compliance with a wide varietycomplex legal requirements because we are a Heglgrarnment contractor. These Iz
regulate how we conduct business, require us tdrasher various compliance programs and requirgouspose compliance responsibilities
some of our contractors. Our failure to comply witlese laws could subject us to fines and penalteasse us to be in default of our leases
other contracts with the Federal government andubdrom entering into future leases and otherreatg with the Federal government. There
be no assurance that these costs and loss of eewalhmot have a material adverse effect on oopprties, operations or business.

The Company may be subject to taxation as a regulacorporation if it fails to maintain its REIT status, whichw ould also have
material adverse effect on the Company's stockholde and on the Operating Partnership.We may be subject to adverse consequences
Company fails to continue to qualify as a REIT federal income tax purposes. While we intend toratgein a manner that will allow t
Company to continue to qualify as a REIT, we camrovide any assurances that the Company will rergaalified as such in the future, wh
would have particularly adverse consequences t@tmpany's stockholders. Many of the requirememtsaixation as a REIT are highly techn
and complex and depend upon various factual magigdscircumstances that may not be entirely within control. The fact that the Compi
holds virtually all of its assets through the OpiegaPartnership and its subsidiaries further cacapés the application of the REIT requireme
Even a technical or inadvertent mistake could jediga our REIT status. Furthermore, Congress aadrternal Revenue Service might che
the tax laws and regulations and the courts miggue new rulings that make it more difficult, opimssible, for the Company to remain quali
as a REIT. If the Company fails to qualify as a REt would (a) not be allowed a deduction for diemds paid to stockholders in computing
taxable income, (b) be subject to federal incomeataregular corporate rates (and potentially therrmative minimum tax and increased state
local taxes) and (c) unless entitled to relief untthe tax laws, not be able to eéect REIT status until the fifth calendar yeareaft failed tc
qualify as a REIT. Additionally, the Company would longer be required to make distributions. Assult of these factors, the Company's fa
to qualify as a REIT would likely impair our abylito expand our business and would adversely afffiecprice of the Common Stock.

Even if we remain qualified as a REIT, we may facether tax liabilities that reduce our cash flows.Even if we remain qualified fi
taxation as a REIT, we may be subject to certaiteri@, state and local taxes on our income andsasseluding taxes on any undistribu
income, tax on income from some activities condilice a result of a foreclosure, and state or lowame, property and transfer taxes
addition, our taxable REIT subsidiary is subjectegular corporate federal, state and local ta&eg.of these taxes would decrease cash ava
for distributions to stockholders.

Complying with REIT requirements may cause us to foego otherwise attractive opportunities or liquidaie otherwise attractive
investments.To remain qualified as a REIT for federal income parposes, we must continually satisfy tests comieg, among other things, 1
sources of our income, the nature and diversificatif our assets, the amounts we distribute tostaokholders and the ownership of our ca
stock. In order to meet these tests, we may beiregtjto forego investments we might otherwise maKeus, compliance with the RE
requirements may hinder our performance.

In particular, we must ensure that at the end ochezlendar quarter, at least 75% of the valueuwofassets consists of cash, cash it
government securities and qualified real estatetsa.s$he remainder of our investment in secur{iiéiser than government securities, securitit
taxable REIT subsidiaries and qualified real estatgets) generally cannot include more than 10%eobutstanding voting securities of any
issuer or more than 10% of the total value of thistanding securities of any one issuer. In additio general, no more than 5% of the valu
our assets (other than government securities, ifesunf taxable REIT subsidiaries and qualifiedlrestate assets) can consist of the securit
any one issuer, and no more than 25% of the vdloaraotal assets can be represented by the siesusf one or more taxable REIT subsidia
If we fail to comply with these requirements at #med of any calendar quarter, we must correct dilaré within 30 days after the end of
calendar quarter or qualify for certain statutaglief provisions to avoid losing our REIT qualifin and suffering adverse tax consequence
a result, we may be required to liquidate othenaigactive investments. These actions could hageffect of reducing our income and amo
available for distribution to our stockholders.

The prohibited transactions tax may limit our ability to dispose of our properties A REIT's net income from prohibited transactior
subject to a 100% tax. In general, prohibited taatiens are sales or other dispositions of propeetg primarily for sale to customers in
ordinary course of business. We may be subjedhdoptohibited transaction tax equal to 100% ofgah upon a disposition of real prope
Although a safe harbor to the characterizatiorhefdale of real property by a REIT as a prohibitadsaction is available, we cannot assure
that we can in all cases comply with the safe haobdhat we will
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avoid owning property that may be characterizededd primarily for sale to customers in the ordineourse of business. Consequently, we
choose not to engage in certain sales of our ptiepesr may conduct such sales through our tax@BId subsidiary, which would be subjec
federal and state income taxation.

Dividends payable by REITs do not qualify for the educed tax rates available for some dividend3he maximum tax rate applicable
“qualified dividend income”payable to U.S. stockholders that are taxed atviehdal rates is 20%. Dividends payable by REITswéner
generally are not eligible for the reduced ratexqoalified dividend income. The more favorable sasg@plicable to regular corporate quali
dividends could cause investors who are taxeddatidual rates to perceive investments in REITbé¢orelatively less attractive than investm
in the stocks of non-REIT corporations that payd#nds, which could adversely affect the valuehefghares of REITs, including our stock.

We face possible state and local tax auditBecause we are organized and qualify as a REITareigenerally not subject to federal inct
taxes, but are subject to certain state and l@ast In the normal course of business, certaitiesnthrough which we own real estate
undergone tax audits. Collectively, tax deficienofices received to date from the jurisdictionsdiarting previous audits have not been mat
However, there can be no assurance that futurésandi not occur with increased frequency or tta ultimate result of such audits will not h
a material adverse effect on our results of opamnati

The market value of the Common Stock can be advenseaffected by many factors.As with any public company, a number of factors
adversely influence the public market price of @@mmon Stock. These factors include:

» the level of institutional interest in 1

» the perceived attractiveness of investment inruspmparison to other REI"

» the attractiveness of securities of REITs in congoarto other asset class

» our financial condition and performan

» the market's perception of our growth potential paténtial future cash dividen:
e government action or regulation, including chanigasx laws

* increases in market interest rates, which may il@eestors to expect a higher annual yield fromdistributions in relation to the price
the Common Stock;

» changes in our credit ratings; :

e any negative change in the level or stability of dwidend

We cannot assure you that we will continue to payididends at historical rates. We generally expect to use cash flows from opey

activities to fund dividends. The following factossll affect such cash flows and, accordingly, irghce the decisions of the Company's boa
directors regarding dividends:

» debt service requirements after taking into accalafit covenants and the repayment and restructofirgrtain indebtedness and
availability of alternative sources of debt and igqeapital and their impact on our ability to mince existing debt and grow
business;

» scheduled increases in base rents of existingsy

» changes in rents attributable to the renewal dftewj leases or replacement lea

» changes in occupancy rates at existing propentidseaecution of leases for newly acquired or dguetdiopropertie:

» changes in operating expen:

e anticipated leasing capital expenditures attribletédnthe renewal of existing leases or replacenease:

e anticipated building improvements; ¢
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» expected cash flows from financing and investiniyaes.

The decision to declare and pay dividends on ther@on Stock in the future, as well as the timingpant and composition of any st
future dividends, will be at the sole discretiontbé Company's board of directors. Any change indvidend policy could have a mate
adverse effect on the market price of the CommoniSt

Cash distributions reduce the amount of cash that auld otherwise be available for other business puigses, including funding dek
maturities or future growth initiatives. For the Company to maintain its qualification a@RET, it must annually distribute to its stockhalslex
least 90% of REIT taxable income, excluding netiteagains. In addition, although capital gains ace required to be distributed to main
REIT status, capital gains, if any, that are geieeras part of oucapital recycling program are subject to federa state income tax unless s
gains are distributed to our stockholders. Castmilligions made to stockholders to maintain RE@tst or to distribute otherwise taxable ca
gains limit our ability to accumulate capital faher business purposes, including funding debt ritisi or growth initiatives.

Because provisions contained in Maryland law, the @mpany's charter and the Company's bylaws may havan anti-takeover effect
stockholders may be prevented from receiving a “cdmnol premium” for the Common Stock. Provisions contained in the Company's ch.
and bylaws as well as Maryland general corpordé@nmay have antiakeover effects that delay, defer or prevent ada&r attempt, and there
prevent our stockholders from receiving a “conpr@mium”for their shares. For example, these provisions d&dgr or prevent tender offers
the Common Stock or purchases of large blocks ®fdbmmon Stock, thus limiting the opportunities tftee Company's stockholders to recei
premium for their shares of Common Stock over thexvailing market prices. These provisions incltiagefollowing:

» Ownership limit . The Company's charter prohibits direct, indictonstructive ownership by any person or entiitnore than 9.8% «
the Company's outstanding capital stock. Any atteimpwn or transfer shares of capital stock inesscof the ownership limit withc
the consent of the Company's board of directorishagiloid.

» Preferred Stock. The Company's charter authorizes the board ettirs to issue preferred stock in one or moreselaand to establi
the preferences and rights of any class of prefesteck issued. These actions can be taken wiitoakholder approval. The issuanc
preferred stock could have the effect of delayingreventing someone from taking control of the @any, even if a change in con
were in our best interest.

» Business combinationsPursuant to the Company's charter and Maryland the/, Company cannot merge into or consolidate
another corporation or enter into a statutory sle@hange transaction in which the Company is hetsurviving entity or sell all
substantially all of its assets unless the boamirectors adopts a resolution declaring the pregdsansaction advisable and a majori
the stockholders voting together as a single cggsove the transaction. Maryland law prohibitsckitmlders from taking action
written consent unless all stockholders consemtriting. The practical effect of this limitation that any action required or permittec
be taken by the Company's stockholders may onliaken if it is properly brought before an annuakpecial meeting of stockholde
The Company's bylaws further provide that in ofdera stockholder to properly bring any matter bbefa meeting, the stockholder i
comply with requirements regarding advance nofidee foregoing provisions could have the effect efagling until the next annt
meeting stockholder actions that the holders obgrity of the Company's outstanding voting se@sifavor. These provisions may ¢
discourage another person from making a tender fiffehe Company's common stock, because suclopersentity, even if it acquir
a majority of the Company's outstanding voting sdies, would likely be able to take action as ackholder, such as electing n
directors or approving a merger, only at a dulyjechistockholders meeting. Maryland law also esthbl special requirements v
respect to business combinations between Marylamdocations and interested stockholders unless ptiens apply. Among oth
things, the law prohibits for five years a mergad ather similar transactions between a companyamdhterested stockholder ¢
requires a supermajority vote for such transactmitsr the end of the fivgear period. The Company's charter contains a i
exempting the Company from the Maryland businesshination statute. However, we cannot assure yatithiis charter provision w
not be amended or repealed at any point in thedutu

» Control share acquisitions.Maryland general corporation law also provides tiaitrol shares of a Maryland corporation acquireg
control share acquisition have no voting rightsegitdo the extent approved by a vote of tiives of the votes entitled to be cast or
matter, excluding shares owned by the acquireyafticers or employee directors. The control sterquisition statute does not appl
shares acquired in a merger, consolidation or stechange if the corporation is a party to thegdaation, or to acquisitions approver
exempted by the corporation's charter or bylawg Tbhmpany's bylaws contain a provision exemptingfthe control share acquisit
statute any stock acquired by any person. Howsweicannot assure you that this bylaw provision mdlt be amended or repealed at
point in the future.
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« Maryland unsolicited takeover statute. Under Maryland law, the Company's board of directoould adopt various arttikeove
provisions without the consent of stockholders. Bldeption of such measures could discourage ofterthe Company or make
acquisition of the Company more difficult, even wten acquisition would be in the best intereshef€ompany's stockholders.

» Anti -takeover protections of operating partnership agrement. Upon a change in control of the Company, thengaship agreeme
of the Operating Partnership requires certain aeguio maintain an umbrella partnership real estatestment trust structure with tei
at least as favorable to the limited partners ascarrently in place. For instance, the acquireuldidoe required to preserve the limi
partner’s right to continue to hold tdeferred partnership interests that are redeenfiabtepital stock of the acquirer. Exceptions wi
require the approval of twithirds of the limited partners of our OperatingtRarship (other than the Company). These provisioay
make a change of control transaction involving @@mpany more complicated and therefore might dserd¢lae likelihood of such
transaction occurring, even if such a transactionld/be in the best interest of the Company's $tolclers.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES
Wholly Owned Properties

The following table sets forth information about &holly Owned Properties:

December 31, 2012 December 31, 2011
Percent Percent
Occupied/ Occupied/
Rentable Leased/ Rentable Leased/
Square Feet Pre-Leased Square Feet Pre-Leased
In-Service (Occupied):
Office 23,361,00 90.(% 22,612,00 89.2%
Industrial 5,474,001 93.2 5,827,001 91.€
Retall 853,00( 98.¢ 853,00( 98.7
Total or Weighted Average 29,688,00 90.9% 29,292,00 90.(%
Development(Leased/pre-leased)
Completed—Not Stabilized(1)
Office — —% 117,00( 100.(%
Total or Weighted Average = —% 117,00( 100.(%
In Process(1)
Office 246,00( 89.% 228,00( 88.%
Total or Weighted Average 246,00( 89.¢% 228,00( 88.9%
Total:
Office 23,607,00 22,957,00
Industrial 5,474,001 5,827,001
Retall 853,00( 853,00(
Total 29,934,00 29,637,00

(1) We consider a development project to be stabiligezh the earlier of the original projected stahtiian date or the date such project is generallyentioa
90% occupied. None of these properties qualifieddfevelopment in process as reflected in our Catfesteld Balance Sheets since substantial develoj
activity is not underway.

The following table sets forth the net changegjmese footage of our in-service Wholly Owned Prépsr

Year Ended December 31,
2012 2011 2010

(rentable square feet in thousands)
Office, Industrial and Retail Properties:

Dispositions (1,179 (13€) (1,309
Developments Placed In-Service 11€ 20¢ 413
Redevelopment/Other 23 (53) (35)
Acquisitions 1,43¢ 2,091 33¢
Net Change in Square Footage of In-Service Whollyned Properties 39¢ 2,11( (599
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The following table sets forth information aboutradua-service Wholly Owned Properties by segment and éggoaphic location
December 31, 2012 :

Percentage of Annualized Cash Rental Revenyg)

Rentable
Market Square Feet Occupancy Office Industrial Retail Total
Raleigh 4,428,00! 88.7% 15.8% —% —% 15.8%
Atlanta 6,439,001 89.C 12.C 2.t — 14.5
Tampa 2,912,001 91.t 12.7 — — 12.7
Nashville 2,610,001 95.¢ 11.¢ — — 11.¢
Kansas City 1,465,001 95.C 2.8 — 6.7 9.t
Richmond 2,229,001 94.¢ 8.1 — — 8.1
Piedmont Triad 4,176,00! 91.¢ 4.€ 2.t — 7.3
Memphis 1,960,001 86.5 7.1 — — 7.1
Pittsburgh 2,156,001 91.C 9.t — — 9.t
Greenville 897,00( 85.2 2.2 — — 2.2
Orlando 416,00( 94.t 1.€ — — 1.8
Total 29,688,00 90.% 88.2% 5.C% 6.7% 100.(%

(1) Annualized Cash Rental Revenue is cash reet@nue (base rent plus cost recovery income, éxgustraight-line rent) for the month Bfecember 201
multiplied by 12.

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

Annualized Annualized Cash
GAAP Rent Rent
Average Per Square Per Square
Occupancy Foot (1) Foot (2)

2008 91.2% $ 1741 $ 17.1¢
2009 88.2% $ 1778 $ 17.5:
2010 88.¢% $ 18.0: $ 17.4C
2011 89.¢% $ 185¢ $ 17.8¢
2012 90.2% $ 179C $ 18.42

(1) Annualized GAAP Rent Per Square Foot is reretnue (base rent plus cost recovery incomejdiray straightine rent) for the month of December of
respective year multiplied by 12, divided by taiatupied square footage.

(2) Annualized Cash Rent Per Square Foot is aagalrrevenue (base rent plus cost recovery incemading straightine rent) for the month of Decembel
the respective year multiplied by 12, divided btat@ccupied square footage.
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Customers

The following table sets forth information concemgithe 20 largest customers of our Wholly OwnedPBrites at December 31, 2012 :

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

Federal Government 1,489,87. $ 34,66( 6.97% 5.8
AT&T 579,90t 11,507 2.3¢2 1.z
PricewaterhouseCoopers 318,64 9,137 1.8¢4 2.2
PPG Industries 340,48: 8,73¢ 1.7¢ 8.t
Healthways 290,68¢ 6,73¢ 1.3€ 9.2
HCA Corporation 278,207 6,48: 1.3C 3.C
State of Georgia 358,62 6,46¢ 1.3C 6.7
Metropolitan Life Insurance 297,18 6,14: 1.2¢ 5.2
EQT Corporation 280,59: 5,60( 1.13 11.¢
T-Mobile USA 210,97: 5,50¢ 1.11 1€
Marsh USA 188,71¢ 5,15¢ 1.04 6.€
Lockton Companies 190,80( 4,87¢ 0.9¢ 17.2
Aon 190,68: 4,44; 0.8¢ 6.6
Vanderbilt University 198,78: 4,38t 0.8¢ 2.7
BB&T 275,26t 4,35¢ 0.8¢ 3.7
PNC Bank 169,84( 4,32¢ 0.87 13.t
Syniverse Technologies 198,75( 4,267 0.8¢ 3.€
SCI Services 162,78 3,897 0.7¢ 4.€
Volvo 294,43 3,841 0.77 4%
Jacobs Engineering Group 210,12¢ 3,73( 0.7t 3.4
Total 6,525,36. $ 144,25t 29.09% 5.7

(1) Annualized Cash Rental Revenue is cash reet@nue (base rent plus cost recovery income, éxgustraight-line rent) for the month Blecember 201

multiplied by 12.
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Land Held for Development

We wholly owned 649 acres of development land ateb#er 31, 2012 . We estimate that we can devglppaimately 6.6 million an@.4
million rentable square feet of office and indwstspace, respectively, on the 5&&es that we consider core assets for our futeveldpmer
needs. Our development land is zoned and avaifableffice and industrial development, and neatlyoé the land has utility infrastructure
place. We believe that our commercially zoned anengumbered land in existing business parks giges development advantage over ¢
commercial real estate development companies iryrabour markets.

We consider 83 acres of our wholly owned developgntemd at December 31, 2012 to be rmame assets that are not necessary fo
foreseeable future development needs. We intemlispmse of such nocere development land through sales to third padiecontributions 1
joint ventures

Other Properties

The following table sets forth information abour atabilized in-service office properties in whiele own an interest (50.0% or less) by
geographic location at December 31, 2012 :

Percentage of

weighted Cash Renal
Rentable Ownership Revenue(2)
Market Square Feet Interest (1) Occupancy Office
Orlando, FL 1,793,00! 36.2% 82.8% 39.8%
Kansas City, MQg) 719,00( 36.1 82.1 17.€
Atlanta, GA 840,00( 38.7 80.7 16.C
Raleigh, NC 635,00( 25.C 95.2 10.5
Richmond, VA@4) 411,00( 50.C 98.t 9.7
Piedmont Triad, NC 208,00( 46.¢ 68.¢ 2.€
Tampa, FL@4) 205,00( 20.C 76.7 2.4
Charlotte, NC 148,00( 22.¢ 100.C 1.2
Total 4,959,001 35.8% 84.% 100.(%

(1) Weighted Average Ownership Interest is calculagdgiRentable Square Fe

(2) Annualized Cash Rental Revenue is cash reet@nue (base rent plus cost recovery income, éxgustraight-line rent) for the month Blecember 201
multiplied by 12.

(3) Includes a 12.5% interest in a 261,000 sqt@wtoffice property owned directly by the Companyt included in the Operating Partnershigonsolidate
Financial Statements).

(4) This joint venture is consolidats
Lease Expirations

The following tables set forth scheduled lease ratipins for existing leases at our in-service aochgleted —not stabilized Wholly Owne
Properties at December 31, 2012 :
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Office Properties:

Percent of
Percentage of Average Annualized
Rentable Leased Square Annualized Annual Cash Cash Rental
Square Feet Footage Cash Rental Rental Rate Revenue
Subject to Represented Revenue Per Square Represented
Number of Expiring by Expiring Under Expiring Foot for by Expiring
Lease Expiring Leases Expiring Leases Leases Leaseg(1) Expirations Leaseg(1)
($ in thousands)
20132 39C 1,922,61. 9.1% $ 4229 % 22.0C 9.€%
2014 344 2,536,76. 12.1 56,44¢ 22.2¢ 12.¢
2015 30z 2,693,82 12.¢ 58,13 21.5¢ 13.5
2016 237 2,336,95 11.1 47,27 20.2: 10.¢
2017 22¢ 2,644,13 12.€ 57,11 21.6( 13.C
2018 14C 1,956,68! 9.2 37,73( 19.2¢ 8.€
2019 65 1,396,25! 6.€ 27,72. 19.8¢ 6.2
2020 39 973,47 4.€ 22,10: 22.7( 5.C
2021 37 1,384,80: 6.€ 29,97¢ 21.6¢ 6.8
2022 33 590,91¢ 2.8 10,42( 17.6: 2.4
Thereafter 13C 2,595,36! 12.2 49,60¢ 19.11 11.2
1,94: 21,031,79 100.% $ 438,82( % 20.8¢ 100.(%
Industrial Properties:
Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Number of Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Expiring Leases Leases Leaseg(1) Expirations Leaseg(1)
($ in thousands)
2013(3) 53 745,14; 14.6% $ 4,31C $ 5.7¢ 17.2%
2014 37 1,067,89: 20.¢ 5,791 5.42 23.C
2015 22 416,24: 8.2 2,25¢ 5.4 9.C
2016 31 795,33: 15.€ 4,004 5.0¢ 16.C
2017 20 552,54! 10.¢ 2,82( 5.1C 11.2
2018 5 105,60( 2.1 3717 3.57 1.t
2019 6 253,45! 5.C 1,03¢ 4.0¢ 4.1
2020 8 205,67t 4.C 603 2.9¢ 2.4
2021 1 117,80! 2.3 29¢ 2.5¢4 1.2
2022 5 336,60t 6.€ 1,61¢ 4.81 6.5
Thereafter 17 505,00 9.8 1,97(C 3.9C 7.¢
20& 5,101,30: 100.% $ 25,08. % 4.92 100.(%

(1) Annualized Cash Rental Revenue is cash reet@nue (base rent plus cost recovery income, éxgustraight-line rent) for the month Blecember 201

multiplied by 12.

(2) Includes 50,000 square feet of leases thatrmaemonth-to-month basis, which represent ®2%tal annualized cash rental revel

(3) Includes 166,000 square feet of leases tleadmia month-to-month basis, which represent @i8atal annualized cash rental revel
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Retail Properties:

Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Number of Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Expiring Leases Leases Leaseg(1) Expirations Leaseg(1)
($ in thousands)
20132 36 99,35! 11.8% $ 2227 % 22.4: 6.7%
2014 11 36,81¢ 4.4 1,862 50.57 5.€
2015 18 101,92: 12.C 3,561 34.9¢ 10.¢
2016 10 60,70¢ 7.2 3,07¢ 50.6¢4 9.2
2017 10 94,93 11.2 2,63( 27.7(C 8.C
2018 16 87,05 10.4 4,42¢ 50.8¢ 13.2
2019 9 86,74( 10.5 2,86¢ 33.0¢ 8.7
2020 10 50,10: 6.C 2,231 4457 6.7
2021 12 83,78t 10.C 3,58¢ 42.7¢ 10.¢
2022 16 91,19¢ 10.€ 4,507 49.42 13.€
Thereafter 5 47,75 5.7 2,104 44.0¢€ 6.4
15: 840,36 100.% $ 33,07¢ % 39.3¢ 100.(%
Total:
Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Number of Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Expiring Leases Leases Leaseg(1) Expirations Leaseg(1)
($ in thousands)
2013(3) 47¢ 2,767,10 10.2% $ 48,83 $ 17.6¢ 9.8%
2014 392 3,641,47 13.¢ 64,10: 17.6(C 12.¢
2015 34z 3,211,98: 11.¢€ 63,95( 19.91 12.¢€
2016 27¢ 3,192,99 11.¢ 54,35¢ 17.0z 10.€
2017 25¢€ 3,291,611 12.2 62,56 19.01 12.€
2018 161 2,149,33 8.C 42,53: 19.7¢ 8.€
2019 80 1,736,45. 6.4 31,62« 18.21 6.4
2020 57 1,229,25: 4.€ 24,93t 20.2¢ 5.C
2021 50 1,586,39! 5.¢ 33,86( 21.3¢ 6.8
2022 54 1,018,72. 3.8 16,54¢ 16.2¢ 3.2
Thereafter 152 3,148,11! 11.7 53,67¢ 17.0t 10.€
2,301 26,973,46 100.% $ 496,97 $ 18.4:2 100.(%

(1) Annualized Cash Rental Revenue is cash reet@nue (base rent plus cost recovery income, éxgustraight-line rent) for the month Blecember 201
multiplied by 12.

(2) Includes 7,000 square feet of leases thabm@ month-to-month basis, which represent less @iEoof total annualized cash rental revel

(3) Includes 223,000 square feet of leases tleadmia month-to-month basis, which represent @#8#atal annualized cash rental revel
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ITEM 3. LEGAL PROCEEDINGS

We are from time to time a party to a variety afdkeproceedings, claims and assessments arisiting iardinary course of our business.
regularly assess the liabilities and contingeniriennection with these matters based on thetlatEsmation available. For those matters wi
it is probable that we have incurred or will in@utoss and the loss or range of loss can be relalyoastimated, the estimated loss is accruec
charged to income in our Consolidated Financiale®tents. In other instances, because of the uitigtarelated to both the probable outc
and amount or range of loss, a reasonable estiwhéitbility, if any, cannot be made. Based on ¢herent expected outcome of such matters,
of these proceedings, claims or assessments istexp® have a material adverse effect on our kasjrfinancial condition, results of operat
or cash flows.
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ITEM X. EXECUTIVE OFFICERS OF THE REGISTRANT

The Company is the sole general partner of the @ipgr Partnership. The following table sets fontifiormation with respect to t
Company’s executive officers:

Name Age Position and Background

Edward J. Fritsch 54 Director, President and Chief Executive Officer.

Mr. Fritsch has been a director since January 201 Fritsch became our chief execut
officer and chair of the investment committee of baard of directors on July 1, 2004 ¢
our president in December 2003. Prior to that, Fhitsch was our chief operating offic
from January 1998 to July 2004 and was a vice geesiand secretary from June 199:
January 1998. Mr. Fritsch joined our predecessdO®2 and was a partner of that entit
the time of our initial public offering in June 189Mr. Fritsch currently serves as a direi
and member of the audit and compensation commitieé&tional Retail Properties, Inc.
publiclytraded REIT. Mr. Fritsch is also a member of NARHBDard of Governor
executive committee, director and president ofYMCA of the Triangle, director and au
committee member of Capital Associated Industrles,, Ravenscroft board of truste
member of Wells Fargo's central regional advisargrd, member of the University of No
Carolina at Chapel Hill Foundation Board; directgrthe University of North Carolina
Chapel Hill Real Estate Holdings; member of the wdnsity of North Carolina Kenan-
Flagler's Business School Board of Visitors and past cbéithe University of Nortl
Carolina’s board of visitors.

Michael E. Harris 63 Executive Vice President and Chief Operating Office

Mr. Harris became chief operating officer in Ju§02. Prior to that, Mr. Harris was a ser
vice president and was responsible for our operatin Memphis, Nashville, Kansas Ci
Baltimore and Charlotte. Mr. Harris was executiveevpresident of Crocker Realty Tr
prior to its merger with us in 1996. Before joiniBgocker Realty Trust, Mr. Harris served
senior vice president, general counsel and chiehftial officer of Towermarc Corporation
privately owned real estate development firm. Marti$ is past president of the Memg
Chapter of Lambda Alpha International Land Econan8ociety. Mr. Harris currently sery
on the Advisory Board of the Graduate School of|[Resate at the University of Mississiy
and is a past member of the Advisory Boards of WeaiehBank-Memphis and Allen é
Hoshall Engineering, Inc .

Terry L. Stevens 64 Senior Vice President and Chief Financial Officer.

Prior to joining us in December 2003, Mr. Stevenaswexecutive vice president, ct
financial officer and trustee for Crown AmericanaRe Trust, a public REIT. Before joinir
Crown American Realty Trust, Mr. Stevens was doecdf financial systems developmen
AlliedSignal, Inc., a large multrational manufacturer. Mr. Stevens was also ant gadgtne!
with Price Waterhouse for seven years. Mr. Stewemeently serves as trustee, chairma
the Audit Committee and member of the Investmedtfinance Committee of First Poton
Realty Trust, a public REIT. Mr. Stevens is a mendfehe American and the Pennsylva
Institutes of Certified Public Accountants.

Jeffrey D. Miller 42 Vice President, General Counsel and Secretary.
Prior to joining us in March 2007, Mr. Miller waspartner with DLA Piper US, LLP, whe
he practiced since 2005. Previously, Mr. Miller Hegbn a partner with Alston & Bird LL
Mr. Miller is admitted to practice in North Caradin Mr. Miller currently serves as le
independent director of Hatteras Financial Corpullicly-traded mortgage REIT.
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Theodore J. Klinck

Kevin E. Penn

a7

41

Vice President and Chief Investment Officer.

Prior to joining us in March 2012, Mr. Klinck sedras principal and chief investment offi
with Goddard Investment Group, a privately ownedl restate investment firm, sin
September 2009. Previously, Mr. Klinck had beenamaging director at Morgan Stan
Real Estate.

Vice President, Chief Strategy and Administratidficer.

Mr. Penn became chief strategy and administratféioeo in January 2012. Mr. Penn join
us in 1997 and was our vice president of strateggnfAugust 2005 to January 2012 i
chief information officer from April 2002 to August005. Mr. Penn is a member of
Urban Land Institute, executive committee membehefOffice, Technology and Operatic
Consortium and board member for the North Cardlimakemia Lymphoma Society.
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PART Il

ITEM 5. MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER PURCHASES
OF EQUITY SECURITIES

The following table sets forth high and low stocices per share reported on the NYSE and dividead$per share:

2012 2011
Quarter Ended High Low Dividend High Low Dividend
March 31 $ 339C % 293¢ % 042t % 35.1f % 3128 % 0.42¢
June 30 $ 35.7¢ % 3112 $ 042t % 3751 % 3171 % 0.42¢
September 30 $ 3492 % 3230 $ 042t % 35.1f % 26.4: % 0.42¢
December 31 $ 342t % 306z % 042t % 3221 % 256¢ % 0.42¢

On December 31, 2012 , the last reported stocle mfdthe Common Stock on the NYSE was $33.45 paresand the Company ha8c
common stockholders of record. There is no pubtiding market for the Common Units. On December2B12, the Operating Partnership |
112 holders of record of Common Units (other tham €ompany). At December 31, 2012 , there were BOll®n shares of Common Stc
outstanding and 3.7 million Common Units outstagdimot owned by the Company.

Because the Company is a REIT, the partnershipeawet requires the Operating Partnership to diggilat least enough cash for
Company to be able to distribute to its stockhadarleast 90.0% of its REIT taxable income, excdgdet capital gains. Se&té¢m 1A. Risl
Factors —Cash distributions reduce the amount of cash tlmtldvotherwise be available for other business @sep, including funding de
maturities or future growth initiatives.”

We generally expect to use cash flows from opegadictivities to fund distributions. The followingdtors will affect such cash flows a
accordingly, influence the decisions of the CompaBpard of Directors regarding dividends and disttions:

» debt service requirements after taking into accalafit covenants and the repayment and restructofirgrtain indebtedness and
availability of alternative sources of debt and igqeapital and their impact on our ability to mince existing debt and grow
business;

e scheduled increases in base rents of existingsy

» changes in rents attributable to the renewal dtewj leases or replacement lea

» changes in occupancy rates at existing propentidseaecution of leases for newly acquired or dguetdiopropertie:

» changes in operating expen:

* anticipated leasing capital expenditures attribletédnthe renewal of existing leases or replaceneases

e anticipated building improvements; ¢

» expected cash flows from financing and investiniyaes.

The following stock price performance graph compdhe performance of our Common Stock to the S&F, 8t Russell 2000 and the F1
NAREIT All Equity REITs Index. The stock price perfnance graph assumes an investment of $100 i€onmmon Stock and the three indi
on December 31, 2007 and further assumes the stineat of all dividends. Equity REITs are definedtlaose that derive more than 75.09
their income from equity investments in real estatgets. The FTSE NAREIT All Equity REITs Indexludes all equity REITs not designate«

Timber REITs listed on the NYSE, the American Stdtkchange or the NASDAQ National Market System.clstprice performance is r
necessarily indicative of future results.
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Total Return Performance
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12/31/07 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12
For the Period from December 31, 2007 to Decembel 3
Index 2008 2009 2010 2011 2012
Highwoods Properties, Inc. 98.5¢ 128.5¢ 129.8¢ 127.5¢ 151.4¢«
S&P 500 63.0( 79.6¢ 91.6¢ 93.61 108.5¢
Russell 2000 66.21 84.2( 106.8: 102.3¢ 119.0¢
FTSE NAREIT All Equity REITs Index 62.27 79.7( 101.9¢ 110.4¢ 130.3¢

The performance graph above is being furnishedagsgb this Annual Report solely in accordance wtith requirement under Rule 14a-3(b)
(9) to furnish the Compang’stockholders with such information and, therefisenot deemed to be filed, or incorporated bnesfice in ar
filing, by the Company or the Operating Partnersiniper the Securities Act of 1933 or the Securlirshange Act of 1934.

During 2012 , cash dividends on Common Stock tdtdl¢.70 per share, approximately $0df8which represented return of capital
approximately $0.24f which represented capital gains for income tasppses. The minimum dividend per share of ComntookSrequired fc
the Company to maintain its REIT status was $14€Y7spare in 2012 .

During the fourth quarter of 2012 , the Companyéssan aggregate of 42,080ares of Common Stock to holders of Common Unit$d
Operating Partnership upon the redemption of a fikmber of Common Units in private offerings exerfrpim the registration requireme
pursuant to Section 4(2) of the Securities Act.fEafcthe holders of Common Units was an accreditedstor under Rule 501 of the Securi
Act. The resale of such shares was registerededoZtmpany under the Securities Act.

The Company has a Dividend Reinvestment and StagkhBse Plan (“DRIP"under which holders of Common Stock may elec
automatically reinvest their dividends in additibahares of Common Stock and make optional casimeats for additional shares of Comr
Stock. The Company may elect to satisfy its DRIRgaltions by issuing additional shares of Commawcktor causing the DRIP administrato
purchase Common Stock in the open market.

The Company has an Employee Stock Purchase Plaugnirto which employees generally may contribugetas 25.0% of their ca:
compensation for the purchase of Common Stock.hAtend of each three-month offering period, eadticg@ant's account balance, whi
includes accrued dividends, is applied to acquisres of Common Stock at a cost that is calculat85.0% of the average closing price or

NYSE on the five consecutive days preceding thiedag of the quarte
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Information about the Company’s equity compensagitams and other related stockholder matters isrparatecherein by reference to t
Company’s Proxy Statement to be filed in connectiith its annual meeting of stockholders to be twidvay 15, 2013 .
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ITEM 6. SELECTED FINANCIAL DATA

The operating results and certain liabilities of thompany as of and for the years ended Decembh&031l , 2010 , 2009 and 200&re
retrospectively revised from previously reportedoants to reflect in real estate and other assetsheld for sale and liabilities held for salest
properties which qualified as held for sale, anddiscontinued operations the operations for thaepgrties that qualified for discontint
operations. The information in the following tabkgsould be read in conjunction with the Compan@onsolidated Financial Statements
related notes and ManagemearDiscussion and Analysis of Financial Conditiod &esults of Operations included herein ($ in thods, exce|

per share data):

Year Ended December 31,

2012 2011 2010 2009 2008

Rental and other revenues $ 516,10 $ 463,44: % 440,83t $ 429,21: 425,77
Income from continuing operations $ 50,71¢ $ 39,00¢ $ 64,09 $ 40,06( 31,77¢
Income from discontinued operations $ 33,517 $ 8,96t $ 8,211 $ 21,63¢ 3,832
Income from continuing operations available for cormon

stockholders $ 45,16 $ 30,15¢ $ 53,99 $ 31,36: 18,49(
Net income $ 84,23 $ 4797 $ 72,300 $ 61,69/ 35,61(
Net income available for common stockholders $ 77,087 % 38,677 $ 61,79 $ 51,77¢ 22,08(
Earnings per Common Share — basic:
Income from continuing operations available for coom stockholders $ 0.6 $ 04z $ 0.7¢ % 0.4€ 0.31
Net income $ 1.0z $ 054 $ 08¢ $ 0.7€ 0.37
Earnings per Common Share — diluted:
Income from continuing operations available for caom stockholders $ 0.6C $ 04z $ 0.7 % 0.4¢€ 0.31
Net income $ 1.0z $ 054 % 08¢ $ 0.7¢ 0.37
Dividends declared and paid per Common Share $ 1.7C  $ 1.7C  $ 1.7¢ $ 1.7¢ 1.7C

December 31,
2012 2011 2010 2009 2008

Total assets $ 3,350,42f $ 3,180,99; $ 2,871,831 $ 2,887,10. $ 2,946,17!
Mortgages and notes payable $ 1,859,16. $ 1,868,900 $ 1,488,631 $ 1,443,500 $ 1,588,08!
Financing obligations $ 29,35¢ $ 30,15( $ 31,87: $ 36,51F $ 33,02:
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The operating results and certain liabilities of thperating Partnership as of and for the yearsdikcember 31, 2011 , 2010 , 2G0%
2008were retrospectively revised from previously repdramounts to reflect in real estate and othetsgset, held for sale and liabilities held
sale those properties which qualified as held fale,sand in discontinued operations the operatfonsthose properties that qualified
discontinued operations. The information in thdofeing tables should be read in conjunction witke @perating Partnership’Consolidate
Financial Statements and related notes and Managrmi@iscussion and Analysis of Financial Conditiom &esults of Operations incluc

herein ($ in thousands, except per unit data):

Year Ended December 31,

2012 2011 2010 2009 2008
Rental and other revenues $ 516,10: $ 463,44 $ 440,83t $ 429.21. $ 425,77"
Income from continuing operations $ 50,77¢  $ 39,067 $ 64,0658 $ 40,00¢ $ 31,65
Income from discontinued operations $ 33517 $ 8,96t $ 8,211 $ 21,63 $ 3,832
Income from continuing operations available for coomon unitholders $ 47,48: % 31,86« $ 56,87 $ 33,28 $ 19,69¢
Net income $ 84,298 $ 48,03 $ 72,27¢  $ 61,64C $ 35,48:
Net income available for common unitholders $ 81,00 $ 40,82¢ 3 65,08! $ 54,92: % 23,53(
Earnings per Common Unit — basic:
Income from continuing operations available for caom unitholders ~ $ 0.6C $ 04z $ 0.7¢ % 047 $ 0.31
Net income $ 1.0z % 054 $ 087 $ 077 $ 0.37
Earnings per Common Unit — diluted:
Income from continuing operations available for coom unitholders ~ $ 0.6 $ 04z $ 0.7¢ % 047 $ 0.31
Net income $ 1.0z $ 054 % 087 $ 077 % 0.37
Distributions declared and paid per Common Unit $ 1.7C  $ 1.7C  $ 1.7¢ $ 1.7¢ $ 1.7¢
December 31,

2012 2011 2010 2009 2008
Total assets $ 3,349,52! $ 3,179,88. $ 2,870,67. $ 2,885,73 2,944,85!
Mortgages and notes payable $ 1,859,16. $ 1,868,900 $ 1,488,631 $ 1,443,501 1,588,08!
Financing obligations $ 29,35¢ % 30,15( $ 31,87 $ 36,51¢ 33,02:
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company is a fully integrated, self-administend selfmanaged equity REIT that provides leasing, managentevelopmen
construction and other custonretated services for our properties and for thiadips. The Company conducts virtually all of it$iaties throug!
the Operating Partnership. The Operating Partneiishinanaged by the Company, its sole general grarfti December 31, 201,2wve owned ¢
had an interest in 333 in-service office, industaiad retail properties, encompassing 34.6 milBgnare feet, which includes a 12.5% interes:
261,000 square foot office property directly ownieg the Company (not included in the Operating Raginp's Consolidated Financ
Statements), two development properties and&@48s of development land. We are based in Ral&l@h,and our properties and developn
land are located in Florida, Georgia, Missouri, tidZarolina, Pennsylvania, South Carolina, Tenreeasd Virginia.

You should read the following discussion and analys conjunction with the accompanying Consolidakénancial Statements and rel¢
notes contained elsewhere herein.

Disclosure Regarding Forward-Looking Statements

Some of the information in this Annual Report mayntain forwardlooking statements. Such statements include, iticpdar, statemen
about our plans, strategies and prospects undeséistion and under the heading “Item 1. Businedsu’ can identify forwardeoking statemen
by our use of forward-looking terminology such asay,” “will,” “expect,” “anticipate,” “estimate,” tontinue”or other similar words. Althoug
we believe that our plans, intentions and expematreflected in or suggested by such forwaaking statements are reasonable, we cannot :
you that our plans, intentions or expectations bélachieved. When considering such forwlaaking statements, you should keep in minc
following important factors that could cause ouuatresults to differ materially from those contad in any forward-looking statement:

» the financial condition of our customers could detate

* we may not be able to lease or release secondajmmespace, defined as previously occupied spzaebecomes available for lez
quickly or on as favorable terms as old leases;

* we may not be able to lease our newly constructddibgs as quickly or on as favorable terms agioailly anticipatec

* we may not be able to complete development, adguisireinvestment, disposition or joint ventur@jpcts as quickly or on as favora
terms as anticipated;

» development activity by our competitors in our &rig markets could result in an excessive supplyoffice, industrial and ret
properties relative to customer demand;

» our markets may suffer declines in economic grc
* unanticipated increases in interest rates coulecase our debt service co
* unanticipated increases in operating expenses cagdtively impact our operating rest

* we may not be able to meet our liquidity requiretaear obtain capital on favorable terms to fund working capital needs and gro\
initiatives or to repay or refinance outstandingtdgpon maturity; and

» the Company could lose key executive offic
This list of risks and uncertainties, however, a imtended to be exhaustive. You should also revie other cautionary statements we n
in “Item 1A. Business — Risk Factors” set forthtliis Annual Report. Given these uncertainties, sloould not place undue reliance on forward-

looking statements. We undertake no obligationubliply release the results of any revisions teséhéorwardiooking statements to reflect e
future events or circumstances or to reflect trmugence of unanticipated events.
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Executive Summary
Our Strategic Plan focuses on:
» owning highgquality, differentiated real estate assets in #eikfill business districts in our core mark

» improving the operating results of our existing gedies through concentrated leasing, asset marageicost control and custor
service efforts;

» developing and acquiring office properties in kafilli business districts that improve the overallatity of our portfolio and gener:
attractive returns over the long-term for our stamllders;

» selectively disposing of properties no longer cdeséd to be core assets primarily due to locatige, quality and overall strategic
and

* maintaining a conservative, flexible balance shé#t ample liquidity to meet our funding needs amndwth prospect

While we own and operate a limited number of indaktretail and residential properties, our opetesults depend heavily on success
leasing and operating our office properties. Ecanognowth and employment levels in our core markets and will continue to be import
determinative factors in predicting our future @eng results.

The key components affecting our rental and otlesemues are average occupancy, rental rates, le¥atsst recovery income, ni
developments placed in service, acquisitions asgaditions. Average occupancy generally increaggagltimes of improving economic grow
as our ability to lease space outpaces vacanc&ttur upon the expirations of existing leaseserage occupancy generally declines dt
times of slower economic growth, when new vacantéesl to outpace our ability to lease space. Aasguisitions, dispositions and n
developments placed in service directly impactreatal revenues and could impact our average oocypdepending upon the occupancy ra
the properties that are acquired, sold or placedeirvice. A further indicator of the predictabilinf future revenues is the expected I
expirations of our portfolio. As a result, in adadlit to seeking to increase our average occupandgdsing current vacant space, we also
concentrate our leasing efforts on renewing leasesxpiring space. For more information regardinglease expirations, see “ltem 2. Properties -
Lease Expirations.” We expect average occupanbg tslightly lower in 2013 compared to 2012.

Whether or not our rental revenue tracks averagapancy proportionally depends upon whether rentieunew leases signed are highe
lower than the rents under the previous leasesudlimed rental revenues from second generatioreseagned during any particular year
generally less than 15% of our total annual rerggknues. During the fourth quarter of 2012 , wesdsel 1.2 millionsquare feet of seco
generation office space, defined as space preyiaasiupied under our ownership that becomes avaifab lease or acquired vacant space, w
weighted average term of 5.4 years. On averagantémprovements for such leases were $12.73 paredoot, lease commissions w61
per square foot and rent concessions were $3.68querre foot. Annualized GAAP rents under sucheleagere $21.18 per square foot3dd%
higher than under previous leases.

We strive to maintain a diverse, stable and credtity customer base. We have an internal guidedihereby customers that account
more than 3% of our revenues are periodically reggwith the Company's Board of Directors. Currgnib customer accounts for more than
of our revenues other than the Federal Governmhith accounted for 7.0% of our revenues on an alired basis as of December 31, 2012
See “ltem 2. Properties - Customers.”

Our expenses primarily consist of rental propexpemses, depreciation and amortization, generalaancinistrative expenses and inte
expense. From time to time, expenses also inclog@irments of real estate assets. Rental propgpgnses are expenses associated wit
ownership and operation of rental properties astlde expenses that vary somewhat proportionatetccupancy levels, such as common
maintenance and utilities, and expenses that deargtbased on occupancy, such as property taxkmauarance. Depreciation and amortizatic
a noneash expense associated with the ownership ofpregkerty and generally remains relatively consiseach year, unless we buy, plac
service or sell assets, since we depreciate opepties and related building and tenant improverasséts on a straiglite basis over a fixed lif
General and administrative expenses, net of amaanpitalized, consist primarily of management amgleyee salaries and other personnel c
corporate overhead and long-term incentive compiemsa

We intend to maintain a conservative and flexibddahce sheet that allows us to capitalize on fdleraevelopment and acquisit
opportunities as they arise. We anticipate comnmgngp to $200 million of new development in 20¥y such
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projects would not be placed in service until 2@tbeyond. We also anticipate acquiring up to $8@%on of new properties and selling ug
$150 million of non-core properties in 2018Ve generally seek to acquire and develop adsatsate consistent with our Strategic Plan, imp
the average quality of our overall portfolio andiver consistent and sustainable value for ourldtotders over the lonterm. Whether or not i
asset acquisition or new development results imdrigper share net income or FFO in any given pedegends upon a number of fact
including whether the capitalization rate usingjgected GAAP net operating income for any such peerceeds the actual cost of capital ust
finance the acquisition. We generally intend tovgraur company on a leverageutral basis by maintaining a leverage ratio, raefias th
percentage of mortgages and notes payable andanditsg preferred stock to the undepreciated bodlevaf our assets, of 48%. As o
December 31, 2012 , this ratio was 43.9% . Forvleoling information regarding 201&erating performance contained below under "Resi
Operations” excludes the impact of any potentigLiitions or dispositions.

Results of Operations
Comparison of 2012 to 2011
Rental and Other Revenues

Rental and other revenues from continuing operatisare $52.7 million, or 11.4%, higher in 2012 aspared to 2011 primarily due
recent acquisitions, which accounted for $43.8iamillof the increase, and higher same property ree®f $9.4 million, partly offset by low
construction income of $1.7 million. Same propedyenues were higher primarily due to an increaseséerage occupancy to 90.7% in 2012 1
89.9% in 2011, an increase in annualized GAAP pentsquare foot to $18.73 in 2012 from $18.48 ih12Migher cost recovery income, hig
net termination fees and lower bad debt expenseeXgect 2013 rental and other revenues to increase2012 primarily due to the full ye
contribution of acquisitions closed in 2012, padffset by slightly lower average occupancy in same property portfolio.

Operating Expenses

Rental property and other expenses were $19.6omjlbr 11.7%, higher in 2012 as compared to 20irhgsily due to recent acquisitiol
which accounted for $18.8 million of the increase higher same property operating expenses of §illisn, partly offset by $1.7 million low
cost of construction expense. Same property operapenses were higher primarily due to higheairsppnd maintenance and insurance ¢
partly offset by lower utilities and real estatgds. We expect 2013 rental property and other esgseto increase over 2012 primarily due tc
full year contribution of acquisitions closed in120and slightly higher same property operating asps.

Operating margin, defined as rental and other r@eeress rental property and other expenses ergressa percentage of rental and ¢
revenues, was lower at 63.7% in 2012 as comparé3.8% in 2011. Operating margin is expected tallghtly lower in 2013 as comparec
2012.

Depreciation and amortization was $18.4 million,18t4%, higher in 2012 as compared to 2011 primalile to recent acquisitions, wh
accounted for $16.5 million of the increase, arghbir same property depreciation and amortizatigbldd million. We expect 2013 deprecia
and amortization to increase over 2012 primarilg tuthe full year contribution of acquisitions stal in 2012.

We recorded impairments of real estate assets .df @2lion in 2011 related to two office propertiexated in Orlando, FL which resul
from a change in the assumed timing of future difums. We recorded no such impairments in 20dthairments can arise from a numbe
factors; accordingly, there can be no assuranegswi will not be required to record additional arment charges in the future.

General and administrative expenses were $1.7omjlior 4.6%, higher in 2012 as compared to 201thamily due to higher salaries ¢
incentive compensation, partly offset by lower asigion and dead deal costs. We expect 2013 gemaexchladministrative expenses to decr
over 2012 primarily due to lower incentive compeéimsaand acquisition costs.

I nterest Expense
Interest expense was $0.6 million, or 0.6%, highé2012 as compared to 2011 primarily due to higherage debt balances, partly offse

lower average interest rates and lower financintgation interest expense. We expect 2013 inteegpense to slightly decrease over Z
primarily due to lower average interest rates.
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Other Income

Other income was $1.0 million, or 13.4%, lower B2 as compared to 2011 primarily due to recordirigss on debt extinguishmen
2012. We expect other income to remain consisteB01L3 as compared to 2012.

Gains on Disposition of I nvestmentsin Unconsolidated Affiliates

Gains on disposition of investments in unconsotidaaffiliates were $2.3 million lower in 2012 asmgmared to 2011 due to our pari
exercising its option to acquire our 10.0% equityiest in one of our unconsolidated joint ventimez011.

Net Gains on Disposition of Discontinued Operations

Net gains on disposition of discontinued operatiwaese $26.9 million higher in 2012 as compared@d2due to higher disposition activity
2012.

Dividends on Preferred Stock and Excess of Preferred Stock Redemption/Repurchase Cost Over Carrying Value

Dividends on Preferred Stock and excess of PrefeSteck redemption/repurchase cost over carryihgevaere $2.0 million and $1.9 milli
lower, respectively, in 2012 as compared to 20Jd tdithe redemption of all remaining Series B RrefeShares in 2011.

Comparison of 2011 to 2010
Rental and Other Revenues

Rental and other revenues from continuing operatiware $22.6 million, or 5.1%, higher in 2011 aspared to 2010 primarily due
acquisitions, which accounted for $20.0 millionteé increase, and the contribution of developmeopgrties placed in service at various fi
throughout the twgrear period, which accounted for $1.8 million of tincrease. In addition, same property revenues wieiually unchanged
2011 as compared to 2010 primarily due to an irseréa average occupancy to 90.2% in 2011 from 8972010, offset by a slight decreas
annualized GAAP rents per square foot to $18.38ihl from $18.46 in 2010.
Operating Expenses

Rental property and other expenses were $12.1omjlbr 7.8%, higher in 2011 as compared to 201famly due to acquisition activit
which accounted for $9.4 million of the incread®s tontribution of development properties placedervice and higher real estate taxes

utilities in our same property portfolio.

Operating margin, defined as rental and other reeeress rental property and other expenses ergressa percentage of rental and ¢
revenues, was lower at 63.8% in 2011 as comparéd.#s in 2010.

Depreciation and amortization was $7.7 million,508%, higher in 2011 as compared to 2010 primatilg to acquisition activity and t
contribution of development properties placed ivise.

We recorded impairments of real estate assets .éf i§fllion in 2011 related to two office propertilgated in Orlando, FL which resul
from a change in the assumed timing of future digjmms. We recorded no such impairments in 2010.

General and administrative expenses were $2.8omijltir 8.4%, higher in 2011 as compared to 201®amily due to acquisition costs, off
by lower general and administrative expenses.

Interest Expense

Interest expense was $2.6 million, or 2.8%, higime2011 as compared to 2010 primarily due to higheerage debt balances fr
acquisitions, offset by lower average interestyated lower financing obligation interest expems2d11.

Other Income

Other income was $1.7 million, or 30.2%, higher2idll as compared to 2010 primarily due to intenesbme on an advance to
unconsolidated affiliate in 2011 and loss on delinguishment in 2010.
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Gains on Disposition of I nvestmentsin Unconsolidated Affiliates

Gains on disposition of investments in unconsoéidatffiliates were $23.0 million lower in 2011 asrpared to 2010 due to the dispositio
our equity interests in a series of unconsolidfded ventures relating to properties in Des Moindsin 2010.

Net Gains on Disposition of Discontinued Operations

Net gains on disposition of discontinued operatimese $2.7 million higher in 2011 as compared t@®@@ue to the disposition of an off
property in Winston Salem, NC in 2011.

Dividends on Preferred Stock and Excess of Preferred Stock Redemption/Repurchase Cost Over Carrying Value

Dividends on Preferred Stock were $2.2 million lowe2011 as compared to 2010 and excess of Peef&@tock redemption/repurchase
over carrying value was $1.9 million higher in 2Gislcompared to 2010 due to the redemption oéalhining Series B Preferred Shares in 2011.
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Liquidity and Capital Resources

Overview

Our goal is to maintain a conservative and flexibédance sheet with access to multiple sourcesebf dnd equity capital and suffici
availability under our revolving credit facility. 8¥generally use rents received from customersrd éwr operating expenses, capital expendi
and distributions. To fund property acquisitionsyelopment activity or building renovations andagmebt upon maturity, we may use cur
cash balances, sell assets, obtain new debt aisdler equity. Our debt generally consists of mgegaebt, unsecured debt securities, bank
loans and borrowings under our revolving creditlitsc
Statements of Cash Flows

We report and analyze our cash flows based on tipgractivities, investing activities and financiagtivities. The following table sets fo

the changes in the Company’s cash flows ($ in thods):

Year Ended December 31,

2012 2011 Change
Net Cash Provided By Operating Activities $ 193,41« $ 195,39« $ (1,980
Net Cash Used In Investing Activities (238,81) (215,479 (23,339
Net Cash Provided By Financing Activities 47,99: 17,06¢ 30,92¢
Total Cash Flows $ 2,59t $ (3,018 $ 5,61<

In calculating net cash related to operating atisj depreciation and amortization, which are oash expenses, are added back ti
income. As a result, we have historically generatgubsitive amount of cash from operating actigitiErom period to period, cash flow fr
operations depends primarily upon changes in ouingeme, as discussed more fully above under “ResfiOperations,thanges in receivabl
and payables, and net additions or decreases ioveuall portfolio, which affect the amount of depiation and amortization expense.

Net cash related to investing activities generadliates to capitalized costs incurred for leasind major building improvements and
acquisition, development, disposition and jointtuea capital activity. During periods of signifidamet acquisition and/or development acti
our cash used in such investing activities will gatly exceed cash provided by investing activitieich typically consists of cash received u
the sale of properties and distributions of cagitain our joint ventures.

Net cash related to financing activities generadiiates to distributions, incurrence and repaynwndebt, and issuances, repurchase
redemptions of Common Stock, Common Units and BexfeStock. As discussed previously, we use a faignit amount of our cash to fu
distributions. Whether or not we have increasethéoutstanding balances of debt during a periqgetidgs generally upon the net effect of
acquisition, disposition, development and jointtuea activity. We generally use our revolving ctddcility for working capital purposes, whi
means that during any given period, in order toimire interest expense, we may record significapayments and borrowings under
revolving credit facility.

The change in net cash related to operating desvin 2012 as compared to 20dAs primarily due to higher cash paid for oper:
expenses, partly offset by higher net cash fronuiaed properties.

The change in net cash related to investing aetivin 2012 as compared to 20&&s primarily due to higher acquisition activity 2012
partly offset by higher net proceeds from disposiidf real estate assets in 2012 and an advaraeuoconsolidated affiliate in 2011.

The change in net cash related to financing aE#vin 2012 as compared to 20&4s primarily due to higher proceeds from the iasaao
Common Stock in 2012 and redemptions/repurchasEsebérred Stock in 2011, partly offset by highet repayments of borrowings in 2012.
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Capitalization

The following table sets forth the Company’s cdfgdion (in thousands, except per share amounts):

December 31,

2012 2011
Mortgages and notes payable, at recorded book yglue $ 1,859,16: $ 1,903,21:
Financing obligationst) $ 29,35¢ % 31,44«
Preferred Stock, at liquidation value $ 29,077 % 29,07%
Common Stock outstanding 80,31: 72,64¢
Common Units outstanding (not owned by the Company) 3,73¢ 3,73(
Per share stock price at year end $ 334 % 29.67
Market value of Common Stock and Common Units $ 2,811.27. $ 2,266,13!
Total market capitalization $ 4,728,86¢ $ 4,229,86!

(1) Amounts have not been retrospectively revisedfteaeliabilities held for sale at December 31, 2

At December 31, 2012 , our mortgages and notesbmay@presented 39.3%f our total market capitalization and, togethethwoul
outstanding preferred stock, represented 43.9%eofibhdepreciated book value of our assets.

Our mortgages and notes payable as of Decembe&@3P, consisted of $549.6 millioof secured indebtedness with a weighted avi
interest rate of 5.75% and $1,309.6 million of wnsed indebtedness with a weighted average inteasstof 4.54% The secured indebtedn
was collateralized by real estate assets with gneggte undepreciated book value of $966.9 million

Current and Future Cash Needs

Rental and other revenues are our principal saefrfiends to meet our short-term liquidity requirertee Other sources of funds for shtatrr
liquidity needs include available working capitaldaborrowings under our existing revolving creditifity, which had $ 449.9 milliorof
availability at February 1, 2013 . Our shttm liquidity requirements primarily consist ofeypting expenses, interest and principal amortin
on our debt, dividends and distributions and camtgenditures, including building improvement aydenant improvement costs and I
commissions. Building improvements are capital £ast maintain existing buildings not typically neld to a specific customer. Ten
improvements are the costs required to customizaeesfor the specific needs of customers. We aatieiphat our available cash and ¢
equivalents and cash provided by operating aaiittogether with cash available from borrowingdeunour revolving credit facility, will k
adequate to meet our short-term liquidity requiretae

Our longterm liquidity uses generally consist of the retient or refinancing of debt upon maturity (incluglimortgage debt, our revolvi
credit facility, term loans and other unsecuredtdébnding of existing and new building developrhen land infrastructure projects and func
acquisitions of buildings and development land. ifiddally, we may, from time to time, retire someadl of our remaining outstanding Prefer
Stock and/or unsecured debt securities throughmptiens, open market repurchases, privately negotiacquisitions or otherwise.

We expect to meet our long-term liquidity needetigh a combination of:

» cash flow from operating activitie

* bank term loans and borrowings under our revoleireglit facility;

» theissuance of unsecured d

» theissuance of secured d

» the issuance of equity securities by the Companfi@Operating Partnership; ¢

» the disposition of nogere asset

34




Table of Contents

Dividends and Distributions

To maintain its qualification as a REIT, the Compamust pay dividends to stockholders that are @tl€0.0% of its annual REIT taxa
income, excluding net capital gains. The partnersigreement requires the Operating Partnershipstoibadite at least enough cash for
Company to be able to pay such dividends. The Cayipd&REIT taxable income, as determined by theréddex laws, does not equal its
income under generally accepted accounting priesiph the United States (“GAAP”)n addition, although capital gains are not requite be
distributed to maintain REIT status, capital gaiiisany, are subject to federal and state income ualess such gains are distributet
stockholders.

Cash dividends and distributions reduce the amotioaish that would otherwise be available for othwesiness purposes, including func
debt maturities or future growth initiatives. The@aunt of future distributions that will be madeaisthe discretion of the Company's Boar
Directors. For a discussion of the factors that imfluence decisions of the Board of Directorsaming distributions, sedtém 5. Market fa
Registrant's Common Stock, Related Stockholderdviatind Issuer Purchases of Equity Securities.”

Recent Acquisition and Disposition Activity
During 2012, we acquired:
e a492,000 square foot office property in Atlar@# for a purchase price of $144.9 millipn
e a 616,000 square foot office property in Pittgini PA for a purchase price of $91.2 million

» three medical office properties in Greensbor@, fér a purchase price of $29.6 million , which ssted of the issuance 66,86
Common Units, contingent consideration with faitueaat the acquisition date of $0.7 millipand the assumption of secured debi
August 2014 recorded at fair value of $7.9 milliomith an effective interest rate of 4.06% ; and

e a 178,300 square foot office property in CanG Mom our DLF | joint venture for an agreed upasue of $26.0 million, the ne
proceeds of which were used to reduce the balafite @dvance due to us from the joint venture.

We expensed $1.5 millioaf acquisition costs (included in general and adstiative expenses) in 2012 related to these aitigmis. The
assets acquired and liabilities assumed were redaatifair value as determined by management baséuformation available at the acquisit
date and on current assumptions as to future apesatVe have invested or intend to invest an amtit $10.4 millionin the aggregate of planr
building improvements and future tenant improveraaammitted under existing leases acquired in thiglibg acquisitions. Based on the t
anticipated investment of $302.1 million , the we&g average capitalization rate for these buildioguisitions is 8.3%sing projected GAAP n
operating income for our first year of ownershighe$e forward-looking statements are subject tosriekd uncertainties. Se®isclosurt
Regarding Forward-Looking Statements.”

We also acquired 68 acres of development land itlyreoned for 1.3 milliorsquare feet of future office development in NasbyiTN for ¢
purchase price of $15.0 million . See "Other Redetivity."

On January 9, 2013, we acquired two office buildirgcompassing 195,000 square feet in Greensb@doMa total purchase price of $3
million. We intend to invest an additional $2.0 linih of planned building improvements and expeattpense $0.2 million of costs related to
acquisition.

During 2012, we sold:

» three non-core buildings in Jackson, MS and&aGA for a sale price of $86.5 milli@md recorded gain on disposition of discontir
operations of $14.0 million ;

» five non-core office properties in Nashville, Thir a sale price of $41.0 millioand recorded gain on disposition of discontir
operations of $7.0 million ;

* a non-core office property in Pinellas County, fér a sale price of $9.5 milliomnd recorded gain on disposition of discontir
operations of $1.4 million ;
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» anon-core office property in Kansas City, M@ éosale price of $6.5 millioand recorded gain on disposition of discontinuegraon:
of $1.9 million ;

e 96 vacant non-core rental residential units engas City, MO for a sale price of $11.0 milliand recorded gain on dispositior
discontinued operations of $5.1 million ; and

» 17 for-sale residential condominiums in Raleiyig for a sale price of $5.5 million and recordede& gain of $0.4 million . All fosale
condominiums were sold as of December 31, 2012.

Recent Financing Activity

During 2011, we entered into separate equity sajesements with each of Merrill Lynch, Pierce, Fan& Smith Incorporated, Mitsubis
UFJ Securities (USA), Inc. and RBC Capital Mark&sring 2012 , the Company issued 4,103,8B8res of Common Stock under these e
sales agreements at an average gross price ofi$88:3hare and received net proceeds, after saeissions and expenses, of $134.7 million
We paid an aggregate of $2.1 milliam sales commissions to Merrill Lynch, Pierce, Fem& Smith Incorporated, Mitsubishi UFJ Securi
(USA), Inc. and RBC Capital Markets during 2012 .

During 2012, we entered into separate equity sedesements with each of Wells Fargo Securities, LBB&T Capital Markets, a division
Scott & Stringfellow, LLC, Jefferies & Company, lndMorgan Stanley & Co., LLC and Piper Jaffray &.Gdnder the terms of the eqt
distribution agreements, the Company may offerseiblshares of its Common Stock from time to titm®tigh such firms, acting as agents o
Company or as principals. Sales of the sharesyif may be made by means of ordinary brokers' &citns on the New York Stock Exchang
otherwise at market prices prevailing at the tirheale, at prices related to prevailing marketgsior at negotiated prices or as otherwise a
with any of such firms. During 2012 , the Compasgued 3,141,914hares of Common Stock under these equity distoibigreements at
average gross sales price of $32.87 per shareemeived net proceeds, after sales commissions xgehses, of $101.7 millionWe paid a
aggregate of $1.5 million in sales commissions &lI¥argo Securities, LLC, Jefferies & Company.. land Piper Jaffray & Co. during 201
early January 2013 , the Company issued 198shaves of Common Stock under these equity distoibigreements at an average gross pri
$33.97 per share and received net proceeds, afes sommissions and expenses, of $6.6 million pald an aggregate of $0.1 milliam sale:
commissions to Piper Jaffray & Co. in connectiothvhese issuances.

Our $ 475.0 million unsecured revolving credit fiagiis scheduled to mature on June 27, 2@8h8 includes an accordion feature that al
for an additional $ 75.0 millioof borrowing capacity subject to additional lendemmitments. Assuming no defaults have occurredhave a
option to extend the maturity for an additional y€Ehe interest rate at our current credit ratirggsIBOR plus 150 basis pointand the annu
facility fee is 35 basis points. The interest ratel facility fee are based on the higher of thelipybannounced ratings from Moody's Inves
Service or Standard & Poor's Ratings Services. ¥éeaur revolving credit facility for working caplitaurposes and for the shaerm funding ¢
our development and acquisition activity and, irtaia instances, the repayment of other debt. Dimtimued ability to borrow under the revolv
credit facility allows us to quickly capitalize @trategic opportunities at short-term interestgafhere was $ 23.0 million and25.0 millior
outstanding under our revolving credit facility Becember 31, 2012 and February 1, 2013 , respéctive both December 31, 201a@nc
February 1, 2013 , we had $ 0.1 milliohoutstanding letters of credit, which reducesadhailability on our revolving credit facility. Aa resuli
the unused capacity of our revolving credit fagilat December 31, 2012 and February 1, 2013 wa51$94million and $ 449.9 million
respectively.

During 2012, we repaid the remaining balances @f Bhillion of our variable rate, secured constiarctoan bearing interest of 1.078ad
$123.0 million secured mortgage loan bearing irsteoé 6.03% that was scheduled to mature in Ma@132 One of our consolidated affilias
also repaid a $20.8 million secured loan that boterest at 6.06% and matured in October 201¥e incurred no penalties related to tt
repayments. Real estate assets having a grossviahak of $193 millionbecame unencumbered in connection with the payfdffiese secure
loans. We also paid down $12.2 million of secumhlbalances through principal amortization dugifig?.

During 2012, the Operating Partnership issued $ratlilon aggregate principal amount of 3.625% Nales January 15, 2023ess origing
issue discount of $2.7 million . These notes wefeed at 98.94% for an effective yield of 3.752%Inderwriting fees and other expenses
incurred that aggregated $2.1 million ; these casti® deferred and will be amortized over the tefitihe notes.

During 2012, we modified our $200.0 million , fiyear unsecured bank term loan, which was originsdlyeduled to mature iRebruar
2016 . The loan is now scheduled to mature in Jgn2@18and the interest rate was reduced from LIBOR pR Rasis points to LIBOR pl
165 basis points. We incurred $0.9 millioh deferred financing fees in connection with thedification, which will be amortized along w
existing unamortized deferred loan fees over theaieing term of the new loan. Proceeds
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from two new participants, aggregating $35.0 miliowere used to reduce amounts outstanding underegolving credit facility. Twoof the
original participants, which still hold an aggreg&35.0 millionof the principal balance under the original terraripwill be fully paid off on ¢
before February 25, 2013 .

During 2012, we repurchased $12.1 million principadount of unsecured notes due March 2017 beaniegest of 5.85%or a purchas
price of 107.5% of par value. We recorded $1.0iamlbf loss on debt extinguishment related to thurchase.

During 2012, we obtained a $225.0 million , sevgear unsecured bank term loan bearing interestiBOR plus 190 basis points. T
underlying LIBOR rate has been effectively fixedaatveighted average of 1.678% for the seyear period with respect to the full princi
amount of the term loan by floating-fixed interest rate swaps. The counterparties utiderswaps are the same financial institutions
participated in the term loan.

We regularly evaluate the financial condition of tfinancial institutions that participate in ouedit facilities and as counterparties ur
interest rate swap agreements using publicly dvailmformation. Based on this review, we curremtkpect these financial institutions to perfi
their obligations under our existing facilities aswlap agreements.

For information regarding our interest hedging\atiis and other market risks associated with ebtdinancing activities, see "ltem 7
Quantitative and Qualitative Disclosures About MarRisk."

Other Recent Activity

During 2012, we provided an $8.6 millidman to a third party, which was used by such tpidy to fund a portion of the purchase pric
acquire 77 acres of mixed-use development lanccadiao our 68acre office development parcel in Nashville, TNtidtly, the loan is scheduls
to mature in December 2015 and bears interes0& per year. The loan can be extended by the plairty for up to threadditional years, subje
to applicable increases in the interest rate. e algreed to loan such third party approximatelyt $8illion to fund future infrastructu
development on its 77 -acre development parceh Batns are or will be secured by the 77 -acre [dpweent parcel.

Covenant Compliance

We are currently in compliance with the covenamd ather requirements with respect to our debth@dlgh we expect to remain
compliance with these covenants and ratios foeastlthe next year, depending upon our future tipgraerformance, property and financ
transactions and general economic conditions, waateassure you that we will continue to be in chiamge.

Our revolving credit facility and bank term loamsjuire us to comply with customary operating comemand various financial requireme
Upon an event of default on the revolving crediilfy, the lenders having at least 66.%fthe total commitments under the revolving ci
facility can accelerate all borrowings then outdiag, and we could be prohibited from borrowing d&mgther amounts under our revolving cr
facility, which would adversely affect our ability fund our operations.

The Operating Partnership has the following notesenitly outstanding ($ in thousands):

Carrying Stated Interest Effective Interest

Face Amount Amount Rate Rate
Notes due in 2017 $ 379,68! $ 379,19 5.85(% 5.88(%
Notes due in 2018 $ 200,000 $ 200,00( 7.50(% 7.50(%
Notes due in 2023 $ 250,000 $ 247,36: 3.62t% 3.752%

The indenture that governs these outstanding metgsres us to comply with customary operating cawegs and various financial ratios. -
trustee or the holders of at least 25.0%rincipal amount of either series of bonds careterate the principal amount of such series wpriten
notice of a default that remains uncured after &gsd

We may not be able to repay, refinance or exterydaarall of our debt at maturity or upon any accafien. If any refinancing is done
higher interest rates, the increased interest esgpeould adversely affect our cash flow and abititpay distributions. Any such refinancing cc
also impose tighter financial ratios and other cags that restrict our ability to take actionst ttauld otherwise be in our best interest, suc
funding new development activity, making opportticiacquisitions, repurchasing our securities giqadistributions.
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Contractual Obligations

The following table sets forth a summary regardiog known contractual obligations, including regdirinterest payments for those it
that are interest bearing, at December 31, 2012 ttfusands):

Amounts due during the years ending December 31,

Total 2013 2014 2015 2016 2017 Thereafter

Mortgages and Notes Payable:

Principal paymentsgz1) $ 185821 $ 12294 $ 111,97. $ 6745t $ 192,63t $ 488,20t $ 875,00(

Interest payments 419,03: 90,88: 79,37¢ 77,96 66,75 45,59: 58,46¢
Financing Obligations:

SF-HIW Harborview Plaza, LP financing

obligation 12,747 — 12,747 — — — —

Tax increment financing bond 11,78% 1,36 1,46( 1,561 1,66¢ 1,78t 3,947

Interest on financing obligations 3,48¢ 817 722 621 51& 397 41€
Capitalized Lease Obligations 26C 122 10t 32 — — —
Purchase Obligations:

Lease and contractual commitmegajs 121,99( 113,91 6,142 1,097 514 162 161
Operating Lease Obligations:

Operating ground leases 62,01¢ 2,38: 2,40¢ 2,421 2,451 2,47¢ 49,87
Other Long Term Obligations:

DLF | obligation 245 245 — — — — —

Future infrastructure funding 8,43¢ 61¢ 5,52( 2,30( — — —
Total $ 249821 $ 33328 $ 22045( $ 15345' $ 26453t $ 538,61t $ 987,86"

(1) Excludes amortization of premiums, discounts anpimchase accounting adjustme

(2) Does not include interest on the BBV Harborview Plaza, LP financing obligation, whicannot be reasonably estimated for future peridte intere:
expense on this financing obligation was $(0.3)iaml, $0.8 million and $1.1 million in 2012 , 20&hd 2010 , respectively.

(3) Amount represents commitments under signesekeand contracts for operating properties, exotuténanfunded tenant improvements, and contract
development/redevelopment projects. The timindnegé expenditures may fluctuate.

The interest payments due on mortgages and notedblpaare based on the stated rates for the fiaszldebt and on the rates in effec
December 31, 201fr the variable rate debt. The weighted averatgreést rate on our fixed (including debt with aiahle rate that is effective
fixed by related interest rate swaps) and variade debt was 5.38% and 1.93% , respectively, aeber 31, 2012For additional informatic
about our mortgages and notes payable, see Nateo@irt Consolidated Financial Statements. For aafditi information about our financi
obligations, see Note 8 to our Consolidated Firarigiatements. For additional information abouthase obligations, operating lease obliga
and other long term obligations, see Note 9 toGumsolidated Financial Statements.

Off Balance Sheet Arrangements

We generally account for our investments in lessthhajority owned joint ventures, partnerships imited liability companies using tl
equity method. As a result, these joint ventures ot included in our Consolidated Financial Staets, other than as investment:
unconsolidated affiliates and equity in earningsméonsolidated affiliates.

At December 31, 2012 , our unconsolidated jointtwes had $604.9 million of total assets and $39ilion of total liabilities. Ou
weighted average equity interest based on the #ést#ts of these unconsolidated joint ventures36a%6 . During 2012 these unconsolidat
joint ventures earne$11.3 million of aggregate net income, of which stiare was $3.3 million . Additionally, we recordgt.7 million of
adjustments for management and other fees in eguigprnings of unconsolidated affiliates. For #ddal information about our unconsolida
joint venture activity, see Note 4 to our ConsdidbFinancial Statemen:
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At December 31, 2012 , our unconsolidated jointtwees had $370.4 millioof outstanding mortgage debt. The following taldts orth th
scheduled maturities of the Company’s proportioshigre of the outstanding debt of its unconsoldiagat ventures at December 31, 2q$2n
thousands):

2013 $ 23,45¢
2014 57,16:
2015 21,82:
2016 1,05¢
2017 26,45
Thereaftery) 7,31:

(1) Includes our 12.5% portion of a $9.4 million modgapayable related to an equity method investeeedwdirectly by the Company (not included in
Operating Partnership’s Consolidated Financialestants).

All of this joint venture debt is nhon-recourse axcept in the case of customary exceptions pértato such matters as misuse of funds,
environmental conditions and material misrepresmms.

During 2012, we provided a three-year, $20.8 millinterestenly secured loan to our Harborview Plaza jointtues that is scheduled
mature in September 2013%vhich the joint venture used to repay a secuvad bt maturity to a third party lender. This nean bears interest
LIBOR plus 500 basis points, subject to a LIBORoflof 0.5%. Because the joint venture is consolidated, tras land related interest income
expense are eliminated in consolidation.

During 2012, our DLF Il joint venture obtained a0%% million , threeyear secured mortgage loan from a third party lengearing a fixe
interest rate of 3.5% on $39.1 million of the I@ad a floating interest rate of LIBOR plus 250 bamints on $10.9 millioof the loan, which we
used by the joint venture to repay a secured Ibamaturity to a third party lender.

During 2012, our DLF | joint venture sold two offigroperties to third parties for $15.5 milliand recorded gains on disposition of prog
of $4.9 million . We recorded $1.1 million as ouoportionate share of these gains through equigaimings of unconsolidated affiliates.

During 2011, we provided a $ 38.3 million interesty secured loan to our DLF | joint venture thasanitially scheduled to mature Marck
2012. During 2012, the outstanding balance of the las repaid as a result of our acquisition of aicefproperty from the joint venture ¢
through application of the net proceeds from thatjeenture's sale of two office properties to dhparties as noted above. We recor@6c¢
million and $1.3 million of interest income fromighoan in interest and other income during theryemded December 31, 2012 and 2011
respectively.

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

Our joint venture partner in Harborview has théntitp put its 80.0%quity interest in the joint venture to us in exupa for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.08¢uity interest will be determined at the time that partne
elects to exercise its put right, if ever, basednue then fair market value of Harborview LP'seds and liabilities, less 3.0%vhich amount we
intended to cover the normal costs of a sale tainga Because of the put option, this transact®oaccounted for as a financing transac
Accordingly, the assets, liabilities and operatioglated to Harborview, the office property owngdHarborview LP, remain in our Consolida
Financial Statements.

As a result, we initially established a gross fitiag obligation equal to the $12.7 milli@quity contributed by our joint venture parti
During 2012, our joint venture partner contributed additional $1.8 milliorof equity to the joint venture. During each perieg; increase tt
gross financing obligation for 80.0%f the net income before depreciation of Harboryigwich is recorded as interest expense on fing
obligation, and decrease the gross financing otidigdor distributions made to our joint venturetpar. At the end of each reporting period,
balance of the gross financing obligation is adiddb equal the greater of the equity contributgdir joint venture partner or the current
value of the put option, which is recorded as aiatibn allowance. The valuation allowance is amedion a straightne basis prospective
through September 2014 as interest expense oncfirambligation. The fair value of the put optiorasv$12.7 million and $6.2 millioat
December 31, 2012 and
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2011, respectively. We continue to depreciate Harbenaad record all of the depreciation on our bodissuch time as the put option expire
is otherwise terminated, we will record the tratisacas a partial sale and recognize gain accolging

- Tax Increment Financing Bond

In connection with tax increment financing for ctiastion of a parking garage, we are obligatedayp fixed special assessments over a 20
year period ending in 2019 . The net present vafitbese assessments, discounted at the 6i8@%est rate on the underlying bond financin
recorded as a financing obligation. We receive igheax revenues and property tax rebates recontddterest and other income, which
intended, but not guaranteed, to provide fundsatpthe special assessments. We acquired the uimdedgnd, which is recorded in prepaid
other assets, in a privately negotiated transad@tic2007. For additional information about this tax increrthénancing bond, see Note 11 to
Consolidated Financial Statements.

Critical Accounting Estimates

The preparation of financial statements in confeymvith GAAP requires us to make estimates and rapsions that affect the report
amounts of assets and liabilities and the disctosidrcontingent liabilities at the date of the fioal statements and the reported amour
revenues and expenses for the reporting periodighctsults could differ from our estimates.

The policies used in the preparation of our Coudstdid Financial Statements are described in Note @ur Consolidated Financ
Statements. However, certain of our significantoaoting policies contain an increased level of ag#tions used or estimates made
determining their impact in our Consolidated FiriahStatements. Management has reviewed and detednthe appropriateness of our crit
accounting policies and estimates with the auditroittee of the Company's Board of Directors.

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

Real estate and related as:

» Impairments of real estate assets and investmenitsdonsolidated affiliate
e Sales of real esta
» Rental and other revenues;

* Allowance for doubtful accoun
Real Estate and Related Assets

Real estate and related assets are recorded abmosttated at cost less accumulated deprecid@ienovations, replacements and ¢
expenditures that improve or extend the life oetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expensewased. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landastfructure costs, 15 years for building improvemamd five to seven years for furniture, fixtt
and equipment. Tenant improvements are amortizied) tise straightine method over initial fixed terms of the respeetieases, which genere
are from three to 10 years.

Expenditures directly related to the development eonstruction of real estate assets are includetki real estate assets and are sta
depreciated cost. Development expenditures inclpdeconstruction costs essential to the developmentproperties, development &
construction costs, interest costs on qualifyingetss real estate taxes, development personneiesaéand related costs and other costs inc
during the period of development. Interest and rotilaerying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction &gtiWWe consider a construction project as subithytcompleted and ready for its intended
upon the completion of tenant improvements. Weeeagpitalization on the portion that is substalytisbmpleted and occupied or held availi
for occupancy, and capitalize only those costsaata with the portion under construction.

Expenditures directly related to the leasing ofperties are included in deferred financing andifgasosts and are stated at amortized
Such expenditures are part of the investment nape$s execute leases and, therefore, are cla$siieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiafties for new leases or lease renewals are capitialinternal leasing costs include prime
compensation, benefits and other costs, such abflgs related to leasing activities, that
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are incurred in connection with successfully semyteases of properties. Capitalized leasing castsamortized on a straiglite basis over tt
initial fixed terms of the respective leases, whgdmerally are from three to 10 years. Estimatestsceelated to unsuccessful activities
expensed as incurred.

We record liabilities for the performance of assirement activities when the obligation to pemfiosuch activities is probable even w
uncertainty exists about the timing and/or methiskttlement.

Upon the acquisition of real estate assets, wesadhe fair value of acquired tangible assets ssdand, buildings and tenant improveme
intangible assets and liabilities such as above lidw market leases, acquiredplace leases, customer relationships and othetificéie
intangible assets and assumed liabilities. We adaf@isvalue based on estimated cash flow projestibat utilize discount and/or capitaliza
rates as well as available market information. fetirevalue of the tangible assets of an acquiregerty considers the value of the property as
were vacant.

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechsgpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as deschblw. Fair value is calculated as the presenevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laadg2) our estimate of fair market lease ratesefmh corresponding pplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a peaiad ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phesterm of any renewal option that the customerlavéde economically compelled
exercise for below-market leases.

In-place leases acquired are recorded at fair valgefierred financing and leasing costs and are &@medrto depreciation and amortizai
expense over the remaining term of the respectiged. The value of iplace leases is based on our evaluation of thdf&pekaracteristics «
each customer's lease. Factors considered inclstiimages of carrying costs during hypothetical expe leasewp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carrgiosts, we include real estate taxes, insuranc
other operating expenses and estimates of lostlseatt market rates during the expected legsperiods, depending on local market condition
estimating costs to execute similar leases, weidentnant improvements, leasing commissions egal land other related expenses.

Real estate and other assets are classified adileigassets held for use or as Idingd assets held for sale. Real estate is class#s hel
for sale when the sale of the asset has been gphpeed by the Company, a legally enforceable eattnas been executed and the buyer"
diligence period has expired.

Impairments of Real Estate Assets and Investmenta Unconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or gesnin circumstances indicate that
carrying value may be impaired, such as a sigmifickecline in occupancy, identification of matdyighdverse legal or environmental fact
change in our designation of an asset from cor®tecore which impacts the anticipated holding period decline in market value to an amc
less than cost. This analysis is generally perfdratethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the assatrying amount will be recovered from its uodisnted estimated future operating
residual cash flows. These cash flows are estimbésgd on a number of assumptions that are sulojemtonomic and market uncertain
including, among others, demand for space, competibr customers, changes in market rental ratests to operate each property and exp:
ownership periods. For properties under developjéet cash flows are based on expected servicentfaitef the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edse¢he sum of its undiscounted future operatirgrasidual cash flows, an impairment
is recorded for the difference between estimated/édue of the asset and the carrying amount. Aeegally estimate the fair value of assets
for use by using discounted cash flow analysesome instances, appraisal information may be aiailand is used in addition to a discoul
cash flow analysis. As the factors used in genagatfiese cash flows are difficult to predict and ambject to future events that may alter
assumptions, the discounted and/or undiscounteaefudperating and residual cash flows estimatedidyn our impairment analyses or th
established by appraisal may not be achieved andayebe required to recognize future impairmergésson our properties held for use.

We record assets held for sale, includingdale residential condominiums, at the lower ofthgying amount or estimated fair value.

value of assets held for sale is equal to the estichor contracted sales price with a potentiakbulgss costs to sell. The impairment loss i
amount by which the carrying amount exceeds thimattd fair value.
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We also analyze our investments in unconsolidaffdchees for impairment. This analysis consistsdeftermining whether an expected los
market value of an investment is other than tempdrg evaluating the length of time and the extenwvhich the market value has been less
cost, the financial condition and ndarm prospects of the investee, and our intent aility to retain our investment for a period afé
sufficient to allow for any anticipated recoveryritarket value. As the factors used in this analgsésdifficult to predict and are subject to fu
events that may alter our assumptions, we maydperesl to recognize future impairment losses onimgstments in unconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirementiiligorofit recognition, the related assets arabilities are removed from the balance s
and the resultant gain or loss is recorded in #reog the transaction closes. For sales transactigth continuing involvement after the sale, i
continuing involvement with the property is limitég the terms of the sales contract, profit is gegped at the time of sale and is reduced b
maximum exposure to loss related to the naturéhefdontinuing involvement. Sales to entities in akhive have or receive an interest
accounted for using partial sale accounting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuimghtement, including put and call provisio
if present, and account for the transaction asanfiing arrangement, proikaring arrangement, leasing arrangement or olteenate method
accounting, rather than as a sale, based on thieenaimd extent of the continuing involvement. Sdraasactions may have numerous formr
continuing involvement. In those cases, we deteemihich method is most appropriate based on thetanibe of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghize a straightine basis over the terms of the respective leaBeis. means that, wi
respect to a particular lease, actual amountsdbifieaccordance with the lease during any giveiodanay be higher or lower than the amoutr
rental revenue recognized for the period. Straligletrental revenue is commenced when the cust@s&umes control of the leased prem
Accrued straight-line rents receivable represdrmsaimount by which straiglitie rental revenue exceeds rents currently bilkedccordance wi
lease agreements. Contingent rental revenue, sugeraentage rent, is accrued when the contingenoymoved. Termination fee income
recognized at the later of when the customer haated the space or the lease has expired andyeefidcuted lease termination agreemen
been delivered, the amount of the fee is deterniégnabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued velvents have occurred that trigger such provisions.

Cost recovery income is determined on a calendar grd a lease-bigase basis. The most common types of cost recamegme in ou
leases are common area maintenance (“CAM”) andestate taxes, for which the customer pays its@t@share of operating and administre
expenses and real estate taxes in excess of aypasemount. The computation of cost recovery ireasncomplex and involves numer
judgments, including the interpretation of termsl ather customer lease provisions. Leases aremifiirion in dealing with such cost recov
income and there are many variations in the contipataMany customers make monthly fixed payment€AM, real estate taxes and other
reimbursement items. We accrue cost recovery inaaha¢ed to these payments each month. We makeeglyasccrual adjustments, positive
negative, to cost recovery income to adjust thermdad amounts to our best estimate of the finalahamounts to be billed and collected. A
the end of the calendar year, we compute eachroest® final cost recovery income and, after congidgeamounts paid by the customer du
the year, issue a bill or credit for the approgriamount to the customer. The differences betwieeramounts billed less previously rece
payments and the accrual adjustment are recordetr@ases or decreases to cost recovery income thiedinal bills are prepared, which occ
during the first half of the subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveaddei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalilstEcounts. The evaluation prima
consists of reviewing past due account balancesansidering such factors as the credit qualitgwfcustomer, historical trends of the custc
and changes in customer payment terms. Additionalith respect to customers in bankruptcy, we estinthe probable recovery throi
bankruptcy claims and adjust the allowance for amsdeemed uncollectible. If our assumptions reggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowanod its related receivable are writteffi-
when we have concluded there is a low probabifityadiection and we have discontinued collectiofoe$.
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Non-GAAP Measures - FFO and NOI

The Company believes that Funds from OperationB@'Tf and FFO per share are beneficial to managemeningadtors and are import:
indicators of the performance of any equity REI'EBcBuse FFO and FFO per share calculations exclgefactors as depreciation, amortiza
and impairments of real estate assets and gailosses from sales of operating real estate asgkish can vary among owners of identical as
in similar conditions based on historical cost asting and useful life estimates, they facilitatenparisons of operating performance betv
periods and between other REITs. Management belithat historical cost accounting for real estatgets in accordance with GAAP implic
assumes that the value of real estate assets diagpredictably over time. Since real estate gahawe historically risen or fallen with mar
conditions, many industry investors and analysislwnsidered the presentation of operating refulteeal estate companies that use histc
cost accounting to be insufficient on a staholRe basis. As a result, management believeshbatse of FFO and FFO per share, together wi
required GAAP presentations, provides a more compladerstanding of the Company's performanceivelab its competitors and a m
informed and appropriate basis on which to makés@ets involving operating, financing and investagivities.

FFO and FFO per share are lBAAP financial measures and therefore do not repteset income or net income per share as defig
GAAP. Net income and net income per share as dikfine GAAP are the most relevant measures in deténgnithe Company's operat
performance because FFO and FFO per share inchljdstments that investors may deem subjective, sschdding back expenses suc
depreciation, amortization and impairments. Furtttge, FFO per share does not depict the amountaitaties directly to the stockhold
benefit. Accordingly, FFO and FFO per share shoglder be considered as alternatives to net incametancome per share as indicators o
Company's operating performance.

The Company's presentation of FFO is consistenh WO as defined by the National Association of IREstate Investment Tru:
(“NAREIT"), which is calculated as follows:

* Netincome/(loss) computed in accordance with G/
» Less netincome attributable to noncontrollingiests in consolidated affiliate
* Plus depreciation and amortization of depreciapkrating propertie

» Less gains, or plus losses, from sales of deprieciaperating properties, plus impairments on depbde operating properties &
excluding items that are classified as extraorditams under GAAP;

» Plus or minus our proportionate share of adjustmantluding depreciation and amortization of defaele operating properties,
unconsolidated partnerships and joint ventureseflect funds from operations on the same basig); a

* Plus or minus adjustments for depreciation and #radion and gains/(losses) on sales of depreciaplerating properties, pl
impairments on depreciable operating propertied,remmcontrolling interests in consolidated afféistrelated to discontinued operations.

In calculating FFO, the Company includes net incettigbutable to noncontrolling interests in thee@giing Partnership, which the Comp
believes is consistent with standard industry jcactor REITs that operate through an UPREIT stect The Company believes that i
important to present FFO on an as-converted basig il of the Common Units not owned by the Conypare redeemable on a one-tore
basis for shares of its Common Stock.
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The following table sets forth the Company's tétD, FFO available for common stockholders and BF&lable for common stockhold:
per share ($ in thousands, except per share amounts

Year Ended December 31,

2012 2011 2010

Funds from operations:
Net income $ 84,23t $ 47,97. % 72,30¢
Net (income) attributable to noncontrolling intdeeim consolidated affiliates (786) (755) (485)
Depreciation and amortization of real estate assets 154,23¢ 135,92¢ 128,49°
Impairments of depreciable properties — 2,42¢ —
(Gains) on disposition of depreciable properties — — (74)
(Gains) on disposition of investments in unconsbd affiliates — — (25,330
Unconsolidated affiliates:

Depreciation and amortization of real estate assets 7,73¢€ 8,38¢ 10,47:

Impairments of depreciable properties 1,00z — —

(Gains) on disposition of depreciable properties (1,120 — —
Discontinued operations:

Depreciation and amortization of real estate assets 2,00¢ 5,25¢ 5,92¢

Impairments of depreciable properties — — 26C

(Gains) on disposition of depreciable properties (29,455 (2,579 174
Funds from operations 217,85 196,64: 191,39
Dividends on Preferred Stock (2,50¢) (4,557 (6,70¢)
Excess of Preferred Stock redemption/repurchadeoves carrying value — (1,895 —
Funds from operations available for common stockhalers $ 215,344  $ 190,19 $ 184,68t
Funds from operations available for common stockhalers per share $ 27C % 25C $ 2.44
Weighted average shares outstandin() 79,67t 76,18¢ 75,57t

(1) Includes assumed conversion of all potentiallytdieiCommon Stock equivaler

In addition, the Company believes net operatingime from continuing operations (“NOIgnd same property NOI are useful supplem
measures of the Compasyproperty operating performance because suchasgirovide a performance measure of the revenwtex@rense
directly involved in owning real estate assets pravides a perspective not immediately apparemh fnet income or FFO. The Company def
NOI as rental and other revenues from continuingrajions, less rental property and other expenses €ontinuing operations. The Comp
defines cash NOI as NOI less straijhe rent and lease termination fees. Other REIAg ose different methodologies to calculate NOI sauth
property NOI.

As of December 31, 2012 , our same property paotiodnsisted of 284 in-service office, industriadaretail properties encompassi?g.&
million square feet that were wholly owned durimg tentirety of the periods presented (from Jandar2011 to December 31, 20)2As of
December 31, 2011 , our same property portfoliosisted of 289 in-service office, industrial andareproperties encompassirg$.2 millior
square feet that were wholly owned during the etytiof the periods presented (from January 1, 201December 31, 2011 The change in o
same property portfolio was due to the additiommné office property encompassing 0.3 million sqdast acquired during 2010 and thireswly
developed office properties encompassing 0.5 milquare feet placed in service during 2010, offsethe removal of nineffice propertie
encompassing 1.2 million square feet qualifyingdimcontinued operations during 2012 .

Rental and other revenues related to propertiesnnotir same property portfolio were $77.6 milliand $34.3 millionfor the years end:

December 31, 2012 and 2011 , respectively. Rentalgoty and other expenses related to propertiemraur same property portfolio we$36.:
million and $18.2 million for the years ended Debem31, 2012 and 2011, respectively.
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The following table sets forth the Company’s NOtlasaame property NOI:

Year Ended December 31,

2012 2011

Income from continuing operations before dispositia of property, condominiums and investments in
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates $ 4523¢ % 31,39¢
Other income (6,380 (7,369
Interest expense 96,11« 95,51(
General and administrative expenses 37,37 35,721
Impairments of real estate assets — 2,42¢
Depreciation and amortization 156,31¢ 137,89(
Net operating income from continuing operations 328,66¢ 295,59:
Less — non same property and other net operateugia 41,288 16,15(
Total same property net operating income from contiuing operations $ 287,380 $ 279,44:
Rental and other revenues $ 516,10: $ 463,44
Rental property and other expenses 187,43¢ 167,85:
Total net operating income from continuing operatims 328,66¢ 295,59:
Less — non same property and other net operataugrie 41,288 16,15(
Total same property net operating income from contiuing operations $ 287,380 $ 279,44.
Total same property net operating income from cwiitig operations $ 287,380 % 279,44:
Less — straight-line rent and lease terminatios fee 10,18¢ 11,95¢
Same property cash net operating income from contiring operations $ 27719t $ 267,48t
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The effects of potential changes in interest raresdiscussed below. Our market risk discussioludies “forward-looking statementsinc
represents an estimate of possible changes irvdhie or future earnings that would occur assunhiyygothetical future movements in inte
rates. Actual future results may differ materidtlym those presented. Sdéetn 7. Management's Discussion and Analysis o&iéral Conditiol
and Results of Operations - Liquidity and CapitasBurces’and the Notes to Consolidated Financial Statemfartsa description of ol
accounting policies and other information relatethese financial instruments.

We borrow funds at a combination of fixed and Maleaates. Our debt consists of secured and ursg:dnmgterm financings, unsecured d
securities, loans and credit facilities, which tglly bear interest at fixed rates although sona@ddbear interest at variable rates. Our inteege
risk management objectives are to limit the immddhterest rate changes on earnings and cash #iodso lower our overall borrowing costs.
achieve these objectives, from time to time we reint® interest rate hedge contracts such as epltavaps, caps and treasury lock agreeme
order to mitigate our interest rate risk with regp® various debt instruments. We generally dohmitl or issue these derivative contracts
trading or speculative purposes.

At December 31, 2012 , we had $1,376.2 miljgsimcipal amount of fixed rate debt outstandingt (ncluding debt with a variable rate the
effectively fixed by related interest rate swagd)e estimated aggregate fair market value of thlst dvas $1,502.8 million If interest rates h:
been 100 basis points higher, the aggregate fakeahsalue of our fixed rate debt would have begpraximately $60.8 millioower. If interes
rates had been 100 basis points lower, the aggrégjaimarket value of our fixed rate debt woulddheen approximately $64.6 million higher.

At December 31, 2012 , we had $483.0 millafrvariable rate debt outstanding not protectednbgrest rate hedge contracts. The estin
aggregate fair market value of this debt was $484ilBon . If the weighted average interest rate on thisabde rate debt had been 100 b
points higher, the aggregate fair market valuewf\ariable rate debt would have decreased by appately $22.6 millionand annual intere
expense would increase $4.8 milliolf the weighted average interest rate on thisabéde rate debt had been 100 basis points loweraggrega
fair market value of our variable rate debt woudién increased by approximately $23.9 million anduah interest expense would decre$ge
million .

At December 31, 2012 , we had floating-to-fixecenasst rate swaps with respect to an aggregate2.@2nillion LIBOR-based borrowing
These swaps effectively fix the underlying LIBORerat 1.678% If LIBOR interest rates increase or decrease Ay dasis points, the aggrec
fair market value of the swaps at December 31, 20dd increase by $3.6 million or decrease by $22illion , respectively. We are expose!
certain losses in the event of nonperformance byctunterparties, which are major financial insititos, under the swaps. We regularly eval
the financial condition of our counterparties uspublicly available information. Based on this ewj we currently expect the counterpartie
perform fully under the swaps. However, if a cougpdety defaults on its obligations under a swapcoeld be required to pay the full rates or
applicable debt, even if such rates were in exoei® rate in the contract.

ITEM 8. FINANCIAL STATEMENTS

See pagé5 for Index to Consolidated Financial Statementslighwoods Properties, Inc. and Highwoods RealtyitachPartnership.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
General

The purpose of this section is to discuss our otsi@nd procedures. The statements in this seotipresent the conclusions of Edwar
Fritsch, the Company's President and Chief Exeeuificer (“CEO”),and Terry L. Stevens, the Company's Senior Vicesieat and Chit
Financial Officer (“CFQO”).

The CEO and CFO evaluations of our controls anccemuores include a review of the controls' objestiemd design, the contre
implementation by us and the effect of the contmisthe information generated for use in this ArRieport. We seek to identify data ern
control problems or acts of fraud and confirm thppropriate corrective action, including procespriomements, is undertaken. Our controls
procedures are also evaluated on an ongoing basisthrough the following:

» activities undertaken and reports issued by emptoyesponsible for testing our internal controlrdireancial reporting

» quarterly sub-certificationby representatives from appropriate business aoduating functions to support the CEO's and C
evaluations of our controls and procedures;

» other personnel in our finance and accounting degdion
* members of our internal disclosure committee;
* members of the audit committee of the Company'sdofDirectors

We do not expect that our controls and procedutiéprevent all errors and all fraud. A control s, no matter how well conceived i
operated, can provide only reasonable, not absassrance that the objectives of the controksysire met. Further, the design of controls
procedures must reflect the fact that there am@ures constraints, and the benefits of controlstihesonsidered relative to their costs. Becau
the inherent limitations in all control systems,ev@luation of controls can provide absolute asggdhat all control issues and instances of f
if any, have been detected. These inherent limitatinclude the realities that judgments in deaisiaking can be faulty and that breakdowns
occur because of a simple error or mistake. Adadttily, controls can be circumvented by the indiaidacts of some persons, by collusion of
or more people, or by management override of thrgrob The design of any system of controls alsbased in part upon certain assumpt
about the likelihood of future events, and thene ba no assurance that any design will succeedhiewdng its stated goals under all potel
future conditions.

Management's Annual Report on the Company's InternhControl Over Financial Reporting
The Company's management is required to estabfidhnaintain internal control over financial repogidesigned to provide reason:
assurance regarding the reliability of financiglaging and the preparation of financial statemémt&xternal purposes in accordance with GA
Internal control over financial reporting includbe®se policies and procedures that:

e pertain to the maintenance of records that in mealsle detail accurately and fairly reflect trangatt and dispositions of ass

» provide reasonable assurance that transaction®eweded as necessary to permit preparation ofdiahstatements in accordance \
GAAP, and that receipts and expenditures are bemge only in accordance with authorizations of ganzent and directors; and

» provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, wsalisposition of assets that cc
have a material effect on the financial statements.

Under the supervision of the Company's CEO and @kOzonducted an evaluation of the effectiveneskedfCompany's internal control o
financial reporting at December 31, 2012 basedherctiteria established in Internal Contrdhtegrated Framework issued by the Committe
Sponsoring Organizations of the Treadway Commission

We have concluded that, at December 31, 2@k Company's internal control over financialaging was effective. Deloitte & Touche LL

our independent registered public accounting filas issued their attestation report, which is idetl below, on the effectiveness of
Company's internal control over financial reportatgoecember 31, 2012 .
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Management's Annual Report on the Operating Partneship's Internal Control Over Financial Reporting

The Operating Partnership is also required to éstaland maintain internal control over financiaporting designed to provide reason
assurance regarding the reliability of financigloging and the preparation of financial statemémt&xternal purposes in accordance with GA

Under the supervision of the Company's CEO and @rO;onducted an evaluation of the effectiveneshefOperating Partnership's intel
control over financial reporting at December 3112®ased on the criteria established in Internait@b - Integrated Framework issued by
Committee of Sponsoring Organizations of the Tremd@ommission.

We have concluded that, at December 31, 2ah2 Operating Partnership's internal control direncial reporting was effective. SEC rt

do not require us to obtain an attestation repbRedoitte & Touche LLP on the effectiveness of tBperating Partnership's internal control «
financial reporting.
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Report of Independent Registered Public Accountingrirm

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

We have audited the internal control over finanmglorting of Highwoods Properties, Inc. and subsiés (the "Company") as of
December 31, 2012 , based on criteria establighbdernal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camigananagement is responsible for maintainingcétfe internal control over financial
reporting and for its assessment of the effectiseré internal control over financial reportingglided in the accompanying Management's
Annual Report on the Company's Internal ControliQdiaancial Reporting. Our responsibility is to esgs an opinion on the Company's internal
control over financial reporting based on our audit

We conducted our audit in accordance with the statlof the Public Company Accounting OversightlBd&@nited States). Those stande
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cortdvelr financial reporting, assessing the risk
a material weakness exists, testing and evalu#tmgesign and operating effectiveness of intezaatrol based on the assessed risk, and
performing such other procedures as we considezeéssary in the circumstances. We believe thaawdit provides a reasonable basis for our
opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvidj the company's principal executive
and principal financial officers, or persons penforg similar functions, and effected by the compsubypard of directors, management, and other
personnel to provide reasonable assurance regatongliability of financial reporting and the peration of financial statements for external
purposes in accordance with generally accepteduatiog principles. A company's internal control pfieancial reporting includes those policies
and procedures that (1) pertain to the maintenahoecords that, in reasonable detail, accuratety/fairly reflect the transactions and dispositions
of the assets of the company; (2) provide reaseredsurance that transactions are recorded assagcés permit preparation of financial
statements in accordance with generally accepteabiating principles, and that receipts and expeneit of the company are being made only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonafderance regarding prevention or timely
detection of unauthorized acquisition, use, or @i#jipn of the company's assets that could havatanmal effect on the financial statements.

Because of the inherent limitations of internaltcolnover financial reporting, including the postl of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltcarover financial reporting to future periods ateject to the risk that the controls may become
inadequate because of changes in conditions, ptitbalegree of compliance with the policies orcpaures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over fiol reporting as of December 31, 2012 ,
based on the criteria establishedriternal Control - Integrated Framework issued by the Committee of Sponsoring Organizatidribe Treadwa
Commission.

We have also audited, in accordance with the stdsda the Public Company Accounting Oversight Blo@snited States), the consolidated

financial statements and financial statement sdeedas of and for the year ended December 31, @0tt2 Company and our report dated
February 12, 2013 expressed an unqualified opioiothose financial statements and financial statésehedules.

/sl Deloitte & Touche LLP

Raleigh, North Carolina
February 12, 2013
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Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s interndrabaover financial reporting during the fourth gtea of 2012that materially affected,
are reasonably likely to materially affect, the Quamy’s internal control over financial reporting. Thevere also no changes in the Opere
Partnership’s internal control over financial repay during the fourth quarter of 20%hat materially affected, or are reasonably liked
materially affect, the Operating Partnership’siiné control over financial reporting.

Disclosure Controls and Procedures

SEC rules also require us to maintain disclosurgrots and procedures that are designed to ensarénformation required to be disclose
our annual and periodic reports filed with the SE@corded, processed, summarized and reportéihvtite time periods specified in the SEC’
rules and forms. As defined in Rule 1Bafe) under the Exchange Act, disclosure contnotsgrocedures include, without limitation, contralx
procedures designed to ensure that informationinedjto be disclosed by us is accumulated and camuated to our management, including
Company’s CEO and CFO, to allow timely decisiorgarding required disclosure. The Company’'s CEO@R® concluded that the Compasy’
disclosure controls and procedures were effectivihea end of the period covered by this Annual Repthe Company CEO and CFO al
concluded that the Operating Partnershigisclosure controls and procedures were effectivithe end of the period covered by this An
Report.

ITEM 9B. OTHER INFORMATION
Policy Involving Hedging by Directors and Officers

The directors and officers of the Company may ricgatly or indirectly engage in any hedging trarigac involving Common Stock
Common Units without the prior consent of the congation and governance committee of the Compamasdbof directors. This includ
holding Common Stock or Common Units in margin acgs or otherwise pledging Common Stock or Commaitsto secure personal loan:
lines of credit or similar forms of indebtednessc® commencement of this policy in 2009, none wf afficers or directors has engaged in
hedging transaction involving Common Stock or Comrhimits. One of our independent directors, Genétlerson, pledged 400,000 Comr
Units and 65,000 shares of Common Stock to secpezsonal line of credit before the adoption of fholicy.

Change in Control Arrangements

On February 12, 2013, we entered into new changeritrol agreements with each of Edward J. Fritdéichael E. Harris, Terry L. Steve
and Jeffrey D. Miller that provide benefits to suafficers in the event of certain involuntary omstructive terminations of employment withi
threeyear period after a change in control of the Corgpdie previously effective change in control agneats for Messrs. Fritsch, Har
Stevens and Miller were each terminated in conapaitiith the execution of the new agreements.

The new change in control agreements are subdtardieilar to the previously effective change iontrol agreements, except the 1
agreements do not provide for (a) benefits if tffecer voluntarily resigns without good reason dgrithe threerear period after a change
control of the Company or (b) gross-up paymenisatp for applicable excise taxes on benefits payaitker the agreements.

The new change in control agreements generallyigeeahat, if within 36 months from the date of aobe in control (as defined therein),
employment of the executive officer is terminateithaut cause, or the officer resigns with “goods@@ (.e. because such executive offic
responsibilities are changed, salary is reducadsponsibilities are diminished), such executiviecef will be entitled to receive 2.99 times a t
amount. An executive officer's base amount for@hmsrposes is equal to 12 times the highest mostibry paid to the executive officer dul
the 12-month period ending prior to a change intrdplus the greater of (1) the average amoumeshiunder our annual naguity incentivi
program for the preceding three years or (2) theuarhearned under such program during the moshtlgoeompleted fiscal year. Each execu
officer would also be entitled upon any such teation to receive a stay bonus otherwise payablbefiirst anniversary of a change in contre
an amount equal to the base amount referred tbdrpteceding sentence. Additionally, our equityemmtove plans provide for the immedi
vesting of all options, restricted stock and besefpon a change in control.

The initial expiration date for each of the agreetags February 12, 2016. Each agreement may loenatically extended for one additio
year on each anniversary date unless we give nattiigast 60 days prior to such anniversary datettte term will not be extended.

50




Table of Contents
Additional Material Federal Income Tax Considerations

The following is a summary of certain additionalter&al federal income tax considerations with resge the ownership of our shares
common stock. This summary supplements and shautedd together with “Material Federal Income Taxs§iderationsin the prospectus dat
February 9, 2011 and filed as part of a registnesiatement on Form S-3 (No. 333-172134).

Information Reporting Requirements and Backup Withholding Tax

U.S. StockholdersFor taxable years beginning after December 31, 2813.S. withholding tax at a 30% rate will be irmpd on dividenc
paid on our common stock received by U.S. stocldrsldvho own their common stock through foreign aat® or foreign intermediaries if cert
disclosure requirements related to U.S. accountsvolership are not satisfied. In addition, if tholsgclosure requirements are not satisfied, a
withholding tax at a 30% rate will be imposed, fakable years beginning after December 31, 2016roneeds from the sale of our comr
stock received by U.S. shareholders who own themroon shares through foreign accounts or foreigarimediaries. We will not pay a
additional amounts in respect of any amounts withhe

Non-U.S. Stockholders.For taxable years beginning after December 31, 2818.S. withholding tax at a 30% rate will be irspd ol
dividends paid on our common stock received byagemont.S. stockholders if they held our common stoclktigh foreign entities that fail
meet certain disclosure requirements related to pegons that either have accounts with suchientir own equity interests in such entities
addition, if those disclosure requirements aresatisfied, a U.S. withholding tax at a 30% ratd i imposed, for taxable years beginning
December 31, 2016, on proceeds from the sale of@mmon stock received by certain ndrs. stockholders. If payment of withholding taxs
required, nond.S. stockholders that are otherwise eligible forexemption from, or reduction of, U.S. withholditexes with respect of su
dividends and proceeds will be required to seefand from the Internal Revenue Service to obthetkienefit or such exemption or reduct
We will not pay any additional amounts in respdamy amounts withheld.

Recent Legislation

Pursuant to recently enacted legislation, as ofidignl, 2013, (1) the maximum tax rate on "qualifédvidend income" received by U
stockholders taxed at individual rates is 20% tli2)maximum tax rate on lortgfm capital gain applicable to U.S. stockholdaret at individue
rates is 20%, and (3) the highest marginal indialdncome tax rate is 39.6%. Pursuant to suchlkis, the backup withholding rate remain
28%. Such legislation also makes permanent cefedieral income tax provisions that were schedubeelxpire on December 31, 2012. We 1
you to consult your tax advisors regarding the iohpd this legislation on the purchase, ownershig sale of our common stock.
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PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Information about the Company’s executive officansl directors and the code of ethics that appliekeé Company chief executive offici
and senior financial officers, which is posted am website, is incorporated herein by referencthéoCompanys Proxy Statement to be filed
connection with its annual meeting of stockholderse held on May 15, 2013See Item X in Part | of this Annual Report foodpiaphice
information regarding the Company’s executive @ff&c The Company is the sole general partner obfierating Partnership.

ITEM 11. EXECUTIVE COMPENSATION

Information about the compensation of the Compadirsctors and executive officers is incorporatedein by reference to the Compasy’
Proxy Statement to be filed in connection withaitsiual meeting of stockholders to be held on Mgy2033 .

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

Information about the beneficial ownership of Conmm®tock and the Comparsy’equity compensation plans is incorporated hebpg
reference to the Company’s Proxy Statement toleé iin connection with its annual meeting of stauklers to be held on May 15, 2013 .

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

Information about certain relationships and relatagsactions and the independence of the Compatiséctors is incorporated herein
reference to the Company’s Proxy Statement toléé fin connection with its annual meeting of stauklers to be held on May 15, 2013 .

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information about fees paid to and services praVid our independent registered public accountimg i incorporated herein by refere
to the Company’s Proxy Statement to be filed inneantion with its annual meeting of stockholderbdécheld on May 15, 2013 .
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PART IV

ITEM 15. EXHIBITS

Financial Statements

Reference is made to the Index to Consolidatedn€inh Statements on padeb for a list of the consolidated financial statenseot
Highwoods Properties, Inc. and Highwoods RealtyitgchPartnership included in this report.

Exhibit
Number

Exhibits

Description

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3 *

104

10.5

10.6

10.7

10.8

10.9

10.10 *

Amended and Restated Charter of the Company (Gkeghart of the Company’s Current Report on Fori &atec
May 15, 2008)

Amended and Restated Bylaws of the Company (filegart of the Company’s Current Report on Forid 8atec
May 15, 2008)

Indenture among the Operating Partnership, the @agnpnd First Union National Bank of North Caroluated as ¢
December 1, 1996 (filed as part of the Operatingneeship’s Current Report on Form 8-K dated Deoend) 1996)

Form of 3.625% Notes due January 15, 2023 (filepleasof the Company's Current Report on Form &ted
December 18, 2012)

Officers' Certificate Establishing the Terms of th&25% Notes, dated as of December 18, 2012 (fikegart of th
Company's Current Report on Form 8-K dated Decerb®e2012)

Second Restated Agreement of Limited Partnerstafeddas of January 1, 2000, of the Operating Rattie (filed as
part of the Company’s Annual Report on Form 10-Ktfe year ended December 31, 2004)

Amendment No. 1, dated as of July 22, 2004, toSheond Restated Agreement of Limited Partnershifeddas ¢
January 1, 2000, of the Operating Partnershipd(fle part of the Company’s Annual Report on ForaK10r the yea
ended December 31, 2004)

2009 Long-Term Equity Incentive Plan (filed as prthe Company’s Current Report on Form 8-K daiey 13, 2009)

Form of warrants to purchase Common Stock of the@amy (filed as part of the CompasyAnnual Report on For
10-K for the year ended December 31, 1997)

Third Amended and Restated Credit Agreement, dasedf July 27, 2011, by and among the CompanyOiperating
Partnership and the Subsidiaries nhamed thereirttentdenders named therein (filed as part of the @omg's Quarterl
Report on Form 10-Q for the quarter ended Jun@@D1)

First Amendment, dated as of October 12, 2012 hiedTAmended and Restated Credit Agreement, dateaf duly 27
2011, by and among the Company, the Operating €&attip and the Subsidiaries named therein and ¢nddrs name
therein (filed as part of the Company's Currentdrepn Form 8-K dated October 11, 2012)

Credit Agreement, dated as of February 2, 2011ahg among the Company, the Operating Partnershilp tiae
Subsidiaries named therein and the Lenders naneedith(filed as part of the Company's Annual ReporfForm 10K
for the year ended December 31, 2010)

Amendment No. 1, dated as of July 27, 2011, to i€egreement, dated as of February 2, 2011, by @mdng the
Company, the Operating Partnership and the Subigisiaamed therein and the Lenders named theiitd és part o
our Quarterly Report on Form 10-Q for the quartetesl June 30, 2011)

Second Amendment, dated as of October 11, 2012redit Agreement, dated as of February 2, 201Bra/among th
Company, the Operating Partnership and the Subgisiaamed therein and the Lenders named theiit2d és part o
the Company's Current Report on Form 8-K dated ligctd1, 2012)

Highwoods Properties, Inc. RetirementnPleffective as of March 1, 2006 (filed as parttieé Companys Quarterly
Report on Form 10-Q for the quarter ended SepteBe2007)
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Exhibit
Number Description
10.11 * Amended and Restated Executive Supplemental Em@oymgreement, dated as of February 12, 2012, leetwiee
Company and Edward J. Fritsch
10.12 * Amended and Restated Executive Supplemental Em@oiyigreement, dated as of February 12, 2012, lestvilee
Company and Michael E. Harris
10.13 * Amended and Restated Executive Supplemental Em@oymgreement, dated as of February 12, 2012, leetwiee
Company and Terry L. Stevens
10.14 * Amended and Restated Executive Supplemental Em@oiyigreement, dated as of February 12, 2012, lestvilec
Company and Jeffrey D. Miller
10.15 * Highwoods Properties, Inc. Amended and Restatedld&me Stock Purchase Plan (filed as part of the f@omy's
Current Report on Form 8-K dated May 12, 2010)
10.16 * Amendment No. 1 to the Amended and Restated EmplSteck Purchase Plan of the Company (filed as gfaifte
Company's Annual Report on Form 10-K for the yeateel December 31, 2010)
10.17 Credit Agreement, dated as of January 11, 2012ary among the Company, the Operating Partnership tlae
Subsidiaries named therein and the Lenders nanegdith(filed as part of the Company's Current ReporForm 8K
dated January 11, 2012)
10.18 First Amendment, dated as of October 11, 2012,redi€ Agreement, dated as of January 11, 2012 nidyaanong th
Company, the Operating Partnership and the Subigisiaamed therein and the Lenders named theiitd és part o
the Company's Current Report on Form 8-K dated laatd1, 2012)
12.1 Statement re: Computation of Ratios of the Company
12.2 Statement re: Computation of Ratios of@Iperating Partnership
21 Schedule of Subsidiaries
23.1 Consent of Deloitte & Touche LLP for then@pany
23.2 Consent of Deloitte & Touche LLP for the OperatPartnership
31.1 Certification of CEO Pursuant to SectiO2 8f the Sarbanes-Oxley Act for the Company
31.2 Certification of CFO Pursuant to Section 302 of #zebanes-Oxley Act for the Company
31.3 Certification of CEO Pursuant to Sectié2 8f the Sarbanes-Oxley Act for the Operatingritgaship
31.4 Certification of CFO Pursuant to Section 302 of #zebanes-Oxley Act for the Operating Partnership
32.1 Certification of CEO Pursuant to Sectiog &f the Sarbanes-Oxley Act for the Company
32.2 Certification of CFO Pursuant to Section 906 of 8abanes-Oxley Act for the Company
32.3 Certification of CEO Pursuant to Sectio 8f the Sarbanes-Oxley Act for the Operatingrizaghip
324 Certification of CFO Pursuant to Section 906 of 8abanes-Oxley Act for the Operating Partnership
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation kirase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen
101.LAB XBRL Extension Labels Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim

* Represents management contract or compensatany pl
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page
Highwoods Properties, Inc.
Report of Independent Registered Public Accourfing 56
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Consolidated Balance Sheets at December 31, 2@l 2GHri 57
Consolidated Statements of Income for the Years&mcember 31, 2012, 2011 and 2010 58
Consolidated Statements of Comprehensive Incominéo¥ears Ended December 31, 2012, 2011 and 2010 59
Consolidated Statements of Equity for the Yearsddidecember 31, 2012, 2011 and 2010 60
Consolidated Statements of Cash Flows for the Yeaded December 31, 2012, 2011 and 2010 62
Notes to Consolidated Financial Statements 64
Highwoods Realty Limited Partnership:
Report of Independent Registered Public Accourfingn 109
Consolidated Financial Statements:
Consolidated Balance Sheets at December 31, 2@l 2CHri 110
Consolidated Statements of Income for the YeareBmiEcember 31, 2012, 2011 and 2010 111
Consolidated Statements of Comprehensive Incomiéo¥ears Ended December 31, 2012, 2011 and 2010 112
Consolidated Statements of Capital for the YeaiderDecember 31, 2012, 2011 and 2010 113
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Schedule 11 158
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All other schedules are omitted because they ar@pplicable or because the required informatioimétuded in our Consolidated Finani
Statements or notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of Highwoods Properties, Inc. and sub#di (the "Company") as of
December 31, 2012 and 2011 , and the related ddatad statements of income, comprehensive inceméty, and cash flows for each of the
three years in the period ended December 31, 2012 audits also included the financial statemehedules listed in the Index at Item 15. These
financial statements and financial statement sdiesdare the responsibility of the Company's managen®©ur responsibility is to express an
opinion on the financial statements and finanditesnent schedules based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaf8qUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethéntdrecial statements are free of material
misstatement. An audit includes examining, on Bliasis, evidence supporting the amounts and disids in the financial statements. An audit
also includes assessing the accounting princiged and significant estimates made by managenmenglaas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial stateteg@resent fairly, in all material respects, tinarficial position of Highwoods Properties,
Inc. and subsidiaries as of December 31, 2012 8ad 2and the results of their operations and ttesh flows for each of the three years in the
period ended December 31, 2012 , in conformity &itbounting principles generally accepted in théddinStates of America. Also, in our
opinion, such financial statement schedules, winesidered in relation to the basic consolidatedrfaial statements taken as a whole, present
fairly, in all material respects, the informaticet $orth therein.

We have also audited, in accordance with the stdsd# the Public Company Accounting Oversight Bio@united States), the Company's
internal control over financial reporting as of Batber 31, 2012 , based on the criteria establishiedernal Control-Integrated Framework

issued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datdoeey 12, 2013 expressed an
unqualified opinion on the Company's internal cohdwer financial reporting.

/sl Deloitte & Touche LLP

Raleigh, North Carolina
February 12, 2013
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HIGHWOODS PROPERTIES, INC.
Consolidated Balance Sheets
(in thousands, except share and per share data)

December 31,

2012 2011
Assets:
Real estate assets, at cost:
Land $ 374,21. $ 355,69:
Buildings and tenant improvements 3,304,46: 3,009,15!
Development in process 21,19¢ —
Land held for development 117,78« 105,20¢
3,817,66: 3,470,05!
Less-accumulated depreciation (947,56 (869,04¢)
Net real estate assets 2,870,09! 2,601,00!
For-sale residential condominiums — 4,751
Real estate and other assets, net, held for sale — 124,27
Cash and cash equivalents 13,78 11,18¢
Restricted cash 19,70: 26,66¢
Accounts receivable, net of allowance of $2,848 8848, respectively 23,07: 30,09
Mortgages and notes receivable, net of allowan&i82 and $61, respectively 25,47: 18,60(
Accrued straight-line rents receivable, net ofaloce of $929 and $1,294, respectively 116,99: 99,49(
Investments in and advances to unconsolidatedsads 66,80( 100,36°
Deferred financing and leasing costs, net of acdated amortization of $77,383 and $62,319, respelsti 170,02: 127,77:
Prepaid expenses and other assets, net of accedhalaibrtization of $12,318 and $15,089,
respectively 44,48t¢ 36,78
Total Assets $ 335042 $  3,180,99
Liabilities, Noncontrolling Interests in the Operating Partnership and Equity:
Mortgages and notes payable $ 1,859,16. $ 1,868,901
Accounts payable, accrued expenses and otheiitiizdil 172,14¢ 148,60°
Financing obligations 29,35¢ 30,15(
Liabilities held for sale — 35,81¢
Total Liabilities 2,060,66! 2,083,47:
Commitments and contingencies
Noncontrolling interests in the Operating Partnigrsh 124,86¢ 110,65!
Equity:
Preferred Stock, $.01 par value, 50,000,000 awtbdrshares;

8.625% Series A Cumulative Redeemable PreferreteSiiequidation preference $1,000 per share), ZRdhares

issued and outstanding 29,077 29,077
Common Stock, $.01 par value, 200,000,000 authbshares;

80,311,437 and 72,647,697 shares issued and aditsjanespectively 805 72€
Additional paid-in capital 2,040,301 1,803,99
Distributions in excess of net income availabledommon stockholders (897,419 (845,85)
Accumulated other comprehensive loss (12,62%) (5,739

Total Stockholders’ Equity 1,160,141 982,21
Noncontrolling interests in consolidated affiliates 4,752 4,64¢

Total Equity 1,164,89: 986,85¢
Total Liabilities, Noncontrolling Interests in ti@perating Partnership and Equity $ 38350420 $ 3,180,99.

See accompanying notes to consolidated financtdsients.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Income
(in thousands, except per share amounts)

Rental and other revenues

Operating expenses:
Rental property and other expenses
Depreciation and amortization
Impairments of real estate assets
General and administrative

Total operating expenses

Interest expense:
Contractual
Amortization of deferred financing costs

Financing obligations

Other income:
Interest and other income

Losses on debt extinguishment

Income from continuing operations before dispositia of property, condominiums and investments in
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates

Gains on disposition of property
Gains/(losses) on for-sale residential condominiums
Gains on disposition of investments in unconsodidaffiliates
Equity in earnings of unconsolidated affiliates
Income from continuing operations
Discontinued operations:
Income from discontinued operations

Net gains/(losses) on disposition of discontinuperations

Net income
Net (income) attributable to noncontrolling intdeeis the Operating Partnership
Net (income) attributable to noncontrolling inteseim consolidated affiliates
Dividends on Preferred Stock
Excess of Preferred Stock redemption/repurchageoves carrying value
Net income available for common stockholders
Earnings per Common Share — basic:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders
Net income available for common stockholders
Weighted average Common Shares outstanding — basic
Earnings per Common Share — diluted:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders
Net income available for common stockholders
Weighted average Common Shares outstanding —dlilute
Net income available for common stockholders:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders

Net income available for common stockholders

Year Ended December 31,

2012

2011

2010

$ 516,10. $ 463,44: $ 440,83
187,43 167,85: 155,77:

156,31 137,89 130,23:

— 2,42¢ —

37,37 35,72 32,94

381,12¢ 343,89 318,95

92,83t 91,45¢ 87,40

3,68t 3,31z 3,38t

(409) 74C 2,157

96,11 95,51 92,95

7,35: 7,381 6,36:

(979) (24 (705)

6,38( 7,36: 5,657

45,23 31,39 34,59

— 764 74

444 (316) 27¢€

— 2,28: 25,33(

5,03¢ 4,87¢ 3,821

50,71¢ 39,00 64,09:

4,06: 6,39: 8,297

29,45t 2,57¢ (86)

33,51 8,96¢ 8,211

84,23 47,97 72,30¢

(3,859 (2,099 (3,320

(786) (755) (485)

(2,509) (4,559 (6,709

= (1,89%) =

$ 77,080 $ 38677 $ 61,79(
$ 0.6 $ 04: $ 0.7t
0.4z 0.1z 0.11

$ 1.0 $ 05/ $ 0.8¢
75,81 72,28: 71,57¢

$ 0.6 $ 04: $ 0.7t
0.4z 0.1z 0.11

$ 1.0 $ 05/ $ 0.8€
79,67¢ 76,18¢ 75,57¢

$ 4516 $ 30,15¢ $ 53,99
31,92 8,51¢ 7,79¢

$ 77,080 $ 3867 $ 61,79(

See accompanying notes to consolidated financtdsients.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Comprehensive Income
(in thousands)

Year Ended December 31,

2012 2011 2010
Comprehensive income:

Net income $ 84,23t % 47,97. 3 72,30¢

Other comprehensive income/(loss):
Unrealized gains/(losses) on tax increment finambiond 411 234 a77
Unrealized losses on cash flow hedges (20,359 (2,209 —
Amortization of cash flow hedges 3,05: (11¢) 237
Sale of cash flow hedge related to dispositiom@éstments in unconsolidated affiliate = — 10z
Total other comprehensive income/(loss) (6,899 (2,086 162
Total comprehensive income 77,34: 45,88t 72,46¢
Less-comprehensive (income) attributable to norrodimy interests (4,640 (2,84¢) (3,805
$ 72,70 $ 43,03¢ $ 68,66

Comprehensive income attributable to common stddens

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

Consolidated Statements of Equity

(in thousands, except share amounts)

Distributions in

Balance at December 31, 2009

Issuances of Common Stock, net

Conversions of Common Units to
Common Stock

Dividends on Common Stock

Dividends on Preferred Stock

Adjustment of noncontrolling interests in
the Operating Partnership to fair
value

Distributions to noncontrolling interests i
consolidated affiliates

Acquisition of noncontrolling interest in
consolidated affiliate
Issuances of restricted stock

Share-based compensation expense

Net (income) attributable to noncontrollil
interests in the Operating
Partnership

Net (income) attributable to noncontrolling

interests in consolidated affiliates
Comprehensive income:

Net income

Other comprehensive income

Total comprehensive income

Balance at December 31, 2010

Issuances of Common Stock, net

Conversions of Common Units to
Common Stock

Dividends on Common Stock

Dividends on Preferred Stock

Adjustment of noncontrolling interests in
the Operating Partnership to fair
value

Distributions to noncontrolling interests i
consolidated affiliates

Issuances of restricted stock

Redemptions/repurchases of Preferred
Stock

Share-based compensation expense

Net (income) attributable to noncontrollil
interests in the Operating
Partnership

Net (income) attributable to noncontrolling

interests in consolidated affiliates
Comprehensive income:

Net income

Other comprehensive loss

Total comprehensive income

Balance at December 31, 2011

Series A Series B Non-controlling Excess of Net
Cumulative Cumulative Additional Accumulated Interests in Income Available
Number of Common Redeemable Redeemable Paid-In Other Compre- Consolidated for Common
Common Shares Stock Preferred Shares  Preferred Shares Capital hensive Loss Affiliates Stockholders Total

71,285,30 $ 7 $ 29,09: $ 52,50( $ 1,751,39 $ (3.81) $ 5,182 $ (701,93) $ 1,133,14:
143,90° 1 — — 2,991 — — — 2,99¢
97,13« 1 — — 3,06( — — — 3,061
_ — — - — — — (121,647 (121,647
— — — — — — — (6,708 (6,708
— — — — 2,721 — — — 2,721
— — — — — — (56¢) — (56¢)
— —_ —_ —_ 14C —_ (640 —_ (500
164,14: — — — — — — — —
— 2 — — 6,57( — — — 6,572
— — — — — — — (3,320 (3,320
— — — — — — 48t (48%) —
— — — — — — — 72,30: 72,30t
— — — — — 162 — — 162
72,46¢
71,690,48 717 29,09: 52,50( 1,766,88! (3,64¢) 4,46( (761,78 1,088,22.
758,38¢ 8 —_ —_ 23,26: —_ —_ —_ 23,27(
64,46¢ — — — 1,90¢ — — — 1,90¢
_ — — - — — — (122,74Y) (122,74Y)
— — — — — — — (4,557 (4,557
— — — — 3,95¢ — — — 3,95¢
— — — — — — (569) — (569)
134,35: —_ —_ —_ —_ —_ —_ —_ —_
— — (15 (52,500 1,89¢ — — (1,895 (52,51%
—_ 1 —_ —_ 6,09: —_ —_ —_ 6,094
— — — — — — — (2,099 (2,09
— — — — — — 75& (75%) —
_ — — - — — — 47,97 47,97
_ _ — — = (2,086) — — (2,086)
45,88¢
72,647,69 $ 72€ $ 29,07° $ - $1,803,99 $ (5.73) $ 4,64¢ $ (845,85) $ 986,85¢
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Equity - Continued
(in thousands, except share amounts)

Distributions in

Series A Series B Non-controlling Excess of Net
Cumulative Cumulative Additional Accumulated Interests in Income Available
Number of Common Redeemable Redeemable Paid-In Other Compre- Consolidated for Common
Common Shares Stock Preferred Shares  Preferred Shares Capital hensive Loss Affiliates Stockholders Total

Balance at December 31, 2011 72,647,69 $ 72€ $ 29,077 $ = $ 1,803,99 $ (5.73) % 4,64¢ $ (845,85) $ 986,85¢
Issuances of Common Stock, net 7,441,48 74 — — 243,09: — — — 243,16¢
Conversions of Common Units to

Common Stock 63,36¢ — — — 2,09¢ — — — 2,09¢
Dividends on Common Stock — — — — — — — (128,657 (128,657
Dividends on Preferred Stock — — — — — — — (2,50¢) (2,50¢)
Adjustment of noncontrolling interests in

the Operating Partnership to fair

value — — — — (16,49)) — — — (16,497
Distributions to noncontrolling interests i

consolidated affiliates — — — — — — (679 — (679
Issuances of restricted stock 158,88! — — — — — — — —
Share-based compensation expense — g — — 7,61( — — — 7,61:
Net (income) attributable to noncontrolling

interests in the Operating

Partnership — — — — — — — (3,859 (3,859
Net (income) attributable to noncontrolli

interests in consolidated affiliates — — — — — — 78€ (78€) —
Comprehensive income:

Net income — — — — — — — 84,23t 84,23t

Other comprehensive loss — — — — — (6,894 — — (6,899
Total comprehensive income 77,34.
Balance at December 31, 2012 80,311,43 $ 80< $ 29,07 $ — $ 2,040,301 $ (12,62 $ 4,75% $ (897,419 $ 1,164,89:

See accompanying notes to consolidated financtdsients.
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(in thousands)

HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows

Operating activities:

Net income

Adjustments to reconcile net income to net cashigeal by operating activities:

Depreciation and amortization

Amortization of lease incentives and acquisitiolated intangible assets and liabilities

Share-based compensation expense

Allowance for losses on accounts and accrued §itriige rents receivable

Amortization of deferred financing costs
Amortization of cash flow hedges
Impairments of real estate assets
Losses on debt extinguishment
Net (gains)/losses on disposition of property
(Gains)/losses on for-sale residential condominiums
Gains on disposition of investments in unconsodidaffiliates
Equity in earnings of unconsolidated affiliates
Changes in financing obligations
Distributions of earnings from unconsolidated &fiés
Changes in operating assets and liabilities:

Accounts receivable

Prepaid expenses and other assets

Accrued straight-line rents receivable

Accounts payable, accrued expenses and otheiitiidil

Net cash provided by operating activities

Investing activities:

Investments in acquired real estate and relatedigibble assets, net of cash acquired

Investments in development in process

Investments in tenant improvements and deferresingaosts
Investments in building improvements

Net proceeds from disposition of real estate assets

Net proceeds from disposition of for-sale resid#r@ondominiums
Proceeds from disposition of investments in unclidated affiliates
Distributions of capital from unconsolidated atfties

Investments in mortgage receivable

Repayments of mortgages and notes receivable

Investments in and advances/repayments to/fromnsatidated affiliates
Changes in restricted cash and other investingiges

Net cash used in investing activities

Financing activities:

Dividends on Common Stock

Redemptions/repurchases of Preferred Stock

Dividends on Preferred Stock

Distributions to noncontrolling interests in theédating Partnership
Distributions to noncontrolling interests in conidated affiliates
Acquisition of noncontrolling interest in consolidd affiliate
Proceeds from the issuance of Common Stock

Costs paid for the issuance of Common Stock

Repurchase of shares related to tax withholdings

Borrowings on revolving credit facility

Repayments of revolving credit facility

Year Ended December 31,

2012

2011

2010

84,23 47,97 72,30
158,32° 143,14¢ 136,15¢
35¢ 1,44¢ 1,23¢
7,61% 6,09+ 6,572
1,05¢ 2,521 4,00¢
3,68t 3,31z 3,38t
3,05: (118 237
= 2,42¢ =

972 24 70%
(29,45%) (3,33 12
(444 31€ (276

= (2,287 (25,330
(5,03 (4,87%) (3,821
(1,28 (476) 70¢
4,61¢ 5,02¢ 4,43:
3,13: (8,49%) (3,290
(1,129 (400) 37C
(17,919 (13,609 (11,889
(18,370 16,70: 5,012
193,41¢ 195,39¢ 190,53°
(269,84) (75,510 (20,287
(13,289 (5,835 (229)
(79,639 (80,939 (55,85¢)
(35,799 (22,28 (26,35%)
152,45¢ 17,71 6,801
5,19t 3,02 4,95;
— 4,75¢ 15,00
1,311 1,571 1,93¢
(8,649 _ _
1,77¢ 444 32¢
8,291 (39,90) (2,875
(620) (18,526 (1,579
(238,81 (215,479 (78,155
(128,65)) (122,74Y (121,649
= (52,515 =
(2,508) (4,559 (6,708)
(6,339 (6,419 (6,469
(679) (569) (566)

= = (500)
249,48 23,27 2,99¢
(3,600 = =
(2,729 — —
524,10 525,80 37,50(
(863,100 (193,800 (7,500



Borrowings on mortgages and notes payable

Repayments of mortgages and notes payable

Borrowings on financing obligations

Payments on financing obligations

Payments on debt extinguishment

Additions to deferred financing costs and otheaficing activities

Net cash provided by/(used in) financing activities

507,35( 200,00 10,36¢
(219,530 (344,209 (27,009
1,83¢ = =
(1,316 (1,199 (1,116
(90¢) = (577
(5,439 (6,019 (656)
47,99: 17,06¢ (121,87Y)
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HIGHWOODS PROPERTIES, INC.

Consolidated Statements of Cash Flows — Continued

(in thousands)

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

Cash and cash equivalents at end of the period

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capitalized

Supplemental disclosure of non-cash investing anéthfincing activities:

Unrealized losses on cash flow hedges

Conversion of Common Units to Common Stock

Changes in accrued capital expenditures

Write-off of fully depreciated real estate assets

Write-off of fully amortized deferred financing alehsing costs

Unrealized gains/(losses) on marketable secunfiemn-qualified deferred compensation plan
Settlement of financing obligation

Adjustment of noncontrolling interests in the Opiexg Partnership to fair value
Unrealized gain/(loss) on tax increment financiogd

Mortgages receivable from seller financing

Assumption of mortgages and notes payable relatadduisition activities
Reduction of advances to unconsolidated affiliatémted to acquisition activities
Issuances of Common Units to noncontrolling interés acquire real estate assets

Year Ended December 31,

2012 2011 2010
2,59t % (3,019 $ (9,499
11,18¢ 14,20¢ 23,69¢
13,78 $ 11,18¢ $ 14,20¢

Year Ended December 31,

2012 2011 2010

93,547 $ 90,83t $ 86,39t
Year Ended December 31,

2012 2011 2010
(10,35¢) $ (2,20 $ —
2,09¢ 1,90¢ 3,061
8,11¢ 11,04¢ (1,946
48,97¢ 48,56¢ 43,95t
19,17¢ 19,98’ 15,71¢
47% (119 382
— — 4,18¢
16,49: (3,95%) (2,72
411 234 a77)
— — 17,03(
7,831 192,36° 40,30¢
26,00( — —
2,29¢ — —

See accompanying notes to consolidated financtdsients.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012
(tabular dollar amounts in thousands, except per sire data)

1. Description of Business and Significant Accaiing Policies
Description of Business

Highwoods Properties, Inc., together with its cdidsted subsidiaries (the “Company”), is a fullyegrated, self-administered and self-
managed equity real estate investment trust (“REtfat provides leasing, management, developmemistauction and other customeiatec
services for its properties and for third partielse Company conducts virtually all of its activititirough Highwoods Realty Limited Partner:
(the “Operating Partnership”). At December 31, 2Q1the Company and/or the Operating Partnershipllylmvned: 301 inservice office
industrial and retail properties, comprising 29.ifliam square feet; 649 acres of undeveloped larithBle for future development, of whi&t€e
acres are considered core assets; and one offiedogenent property. In addition, we owned interdsf).0% or less) in 32 igervice offici
properties, a rental residential development ptygpend 11 acres of undeveloped land suitable faréudevelopment, which includesla.5%
interest in a 261,000 square foot office properitealy owned by the Company (not included in thpe€ting Partnership’ Consolidate
Financial Statements).

The Company is the sole general partner of the &jpgr Partnership. At December 31, 2018e Company owned all of the Preferred L
and 79.9 million , or 95.6% , of the Common Unitghe Operating Partnership. Limited partners udirlg twodirectors of the Company, own"
remaining 3.7 milliolCommon Units. In the event the Company issues stedir€ommon Stock, the net proceeds of the issuareceontributed
the Operating Partnership in exchange for additi@@@mmon Units. Generally, the Operating Partngrsiirequired to redeem each Comi
Unit at the request of the holder thereof for caghal to the value of one share of the Companymr@on Stock, $ 0.0par value, based on 1
average of the market price for the tt&ding days immediately preceding the notice dditsuch redemption, provided that the Companys
option may elect to acquire any such Common Uniésgnted for redemption for cash or one share afr@an Stock. The Common Units owi
by the Company are not redeemable. During 2018 Cthmpany redeemed 63,366mmon Units for a like number of shares of ComrStock
and the Operating Partnership issued 66,864hnmon Units to acquire real estate assets. Asualtref this activity, in conjunction with tl
proceeds from issuances of Common Stock contribigstede Operating Partnership in exchange for adit Common Units, the percentage
Common Units owned by the Company increased frorh%®st December 31, 2011 to 95.6% at December(®P, 2

Basis of Presentation

Our Consolidated Financial Statements are preparembnformity with accounting principles generabigcepted in the United States
America (“GAAP”). Our Consolidated Balance SheetDeicember 31, 201tvas retrospectively revised from previously repdréenounts t
reflect in real estate and other assets, net,fbekshle and liabilities held for sale those praipsrwhich qualified as held for sale during 2012u
Consolidated Statements of Income for the yeareeridecember 31, 2011 and 20d@re retrospectively revised from previously repc
amounts to reflect in discontinued operations therations for those properties that qualified figcdntinued operations during 201Rrior perio
amounts related to capital expenditures in our Glasted Statements of Cash Flows have been disggted to conform to the current pe
presentation.

The Consolidated Financial Statements include ther&ing Partnership, wholly owned subsidiaries thnde subsidiaries in which we ow
majority voting interest with the ability to controperations of the subsidiaries and where no anlise participating rights or substantive kick
rights have been granted to the noncontrollingrésts. We consolidate partnerships, joint ventanes limited liability companies when
control the major operating and financial policasthe entity through majority ownership or in ocapacity as general partner or mana
member. Five of the 50.0% or less ownedénvice office properties are consolidated. In alij we consolidate those entities deemed 1
variable interest entities in which we are detemdibo be the primary beneficiary. At December 3112, we had involvement with, but are
the primary beneficiary in, an entity that we camigd to be a variable interest entity (see NotéBjntercompany transactions and accounts
been eliminated.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sire data)

1. Description of Business and Significant Accaiting Policies — Continued
Use of Estimates

The preparation of consolidated financial statemémtaccordance with GAAP requires us to make edéimand assumptions that affect
amounts reported in the consolidated financiakstants and accompanying notes. Actual results abifit from those estimates.

Real Estate and Related Assets

Real estate and related assets are recorded abmosttated at cost less accumulated deprecid@enovations, replacements and ¢
expenditures that improve or extend the life oetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expenselwased. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landastfructure costs, 15 years for building improvemamd five to seven years for furniture, fixtt
and equipment. Tenant improvements are amortizied) tise straightine method over initial fixed terms of the respeetieases, which genere
are from three to 10 years. Depreciation expensecsfd estate assets was $ 129.0 million , $ 180l&n and $ 117.6 milliorfor the years end:
December 31, 2012, 2011 and 2010 , respectively.

Expenditures directly related to the development eonstruction of real estate assets are includetki real estate assets and are sta
depreciated cost. Development expenditures inclpoeconstruction costs essential to the developmentproperties, development &
construction costs, interest costs on qualifyingets real estate taxes, development personneiesaéand related costs and other costs inc
during the period of development. Interest and rotiaerying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction &gti¥We consider a construction project as sub&tyicompleted and ready for its intended
upon the completion of tenant improvements. Weeeapitalization on the portion that is substalytiebmpleted and occupied or held availi
for occupancy, and capitalize only those costscateal with the portion under construction.

Expenditures directly related to the leasing ofperties are included in deferred financing andifgasosts and are stated at amortized
Such expenditures are part of the investment nape$s execute leases and, therefore, are clagsiieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiafties for new leases or lease renewals are capitialinternal leasing costs include prime
compensation, benefits and other costs, such as fiegs related to leasing activities, that arauired in connection with successfully secu
leases of properties. Capitalized leasing costsaarertized on a straiglifie basis over the initial fixed terms of the restive leases, whi
generally are from three to 10 years. Estimatetsaetated to unsuccessful activities are expeasddcurred.

We record liabilities for the performance of asstirement activities when the obligation to pemfiosuch activities is probable even w
uncertainty exists about the timing and/or methiskttlement.

Upon the acquisition of real estate assets, wesadhe fair value of acquired tangible assets ssdand, buildings and tenant improveme
intangible assets and liabilities such as above lmidw market leases, acquiredplace leases, customer relationships and othetificée
intangible assets and assumed liabilities. We adaf@isvalue based on estimated cash flow projestibat utilize discount and/or capitaliza
rates as well as available market information. fetirevalue of the tangible assets of an acquiregerty considers the value of the property as
were vacant.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sire data)

1. Description of Business and Significant Accaiting Policies — Continued

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechsgpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as deschblw. Fair value is calculated as the presenevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laadg2) our estimate of fair market lease ratesefmh corresponding pplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a peaiad ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phesterm of any renewal option that the customerlavéde economically compelled
exercise for below-market leases.

In-place leases acquired are recorded at fair valgefierred financing and leasing costs and are &@medrto depreciation and amortizai
expense over the remaining term of the respectiged. The value of iplace leases is based on our evaluation of theaf&pekaracteristics «
each customer's lease. Factors considered inclstiimages of carrying costs during hypothetical expe leasewp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carrgiosts, we include real estate taxes, insuranc
other operating expenses and estimates of lostlseatt market rates during the expected legsperiods, depending on local market condition
estimating costs to execute similar leases, weidentnant improvements, leasing commissions egal land other related expenses.

Real estate and other assets are classified adilenigassets held for use or as Idingd assets held for sale. Real estate is class#s hel
for sale when the sale of the asset has been gplpeed by the Company, a legally enforceable eattnas been executed and the buyer"
diligence period has expired.

Impairments of Real Estate Assets and Investmenta Unconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or ¢gesnin circumstances indicate that
carrying value may be impaired, such as a sigmifickecline in occupancy, identification of matdyighdverse legal or environmental fact
change in our designation of an asset from cor®tecore which impacts the anticipated holding period decline in market value to an amc
less than cost. This analysis is generally perfdratethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the a&ssatrying amount will be recovered from its uodisnted estimated future operating
residual cash flows. These cash flows are estimbésgd on a number of assumptions that are sufojemtonomic and market uncertain
including, among others, demand for space, competibr customers, changes in market rental ratests to operate each property and exp:
ownership periods. For properties under developjrést cash flows are based on expected servicentaitef the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edse¢he sum of its undiscounted future operatirgrasidual cash flows, an impairment
is recorded for the difference between estimated/édue of the asset and the carrying amount. Aeegally estimate the fair value of assets
for use by using discounted cash flow analysesome instances, appraisal information may be alailand is used in addition to a discoul
cash flow analysis. As the factors used in genagafiese cash flows are difficult to predict and smbject to future events that may alter
assumptions, the discounted and/or undiscounteaefudperating and residual cash flows estimatedidyn our impairment analyses or th
established by appraisal may not be achieved andayebe required to recognize future impairmergdésson our properties held for use.

We record assets held for sale, includingdale residential condominiums, at the lower ofdthgying amount or estimated fair value.
value of assets held for sale is equal to the estichor contracted sales price with a potentiakbulgss costs to sell. The impairment loss i
amount by which the carrying amount exceeds thimattd fair value.

We also analyze our investments in unconsolidaffdcaees for impairment. This analysis consistsdeftermining whether an expected los
market value of an investment is other than tempdrg evaluating the length of time and the extenwvhich the market value has been less
cost, the financial condition and ndarm prospects of the investee, and our intent aility to retain our investment for a period afé
sufficient to allow for any anticipated recoveryrimarket value. As the factors used in this analgsésdifficult to predict and are subject to fu
events that may alter our assumptions, we maydperesl to recognize future impairment losses onimgstments in unconsolidated affiliates.
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(tabular dollar amounts in thousands, except per sire data)

1. Description of Business and Significant Accaiting Policies — Continued
Sales of Real Estate

For sales transactions meeting the requirement&iligorofit recognition, the related assets arabilities are removed from the balance s
and the resultant gain or loss is recorded in #réod the transaction closes. For sales transactigth continuing involvement after the sale, i
continuing involvement with the property is limiteg the terms of the sales contract, profit is geiped at the time of sale and is reduced b
maximum exposure to loss related to the naturenefdontinuing involvement. Sales to entities in ahive have or receive an interest
accounted for using partial sale accounting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuinghtement, including put and call provisio
if present, and account for the transaction aganfiing arrangement, proftaring arrangement, leasing arrangement or otteznate method «
accounting, rather than as a sale, based on thieenand extent of the continuing involvement. Sdraasactions may have numerous forrr
continuing involvement. In those cases, we detegmihich method is most appropriate based on thet@be of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghie a straightine basis over the terms of the respective leaBeis. means that, wi
respect to a particular lease, actual amountsdbiieaccordance with the lease during any giveiodenay be higher or lower than the amout
rental revenue recognized for the period. Straligletrental revenue is commenced when the cust@s&uimes control of the leased prem
Accrued straight-line rents receivable represdrmgsaimount by which straiglitie rental revenue exceeds rents currently bilkedccordance wit
lease agreements. Contingent rental revenue, sugeraentage rent, is accrued when the contingesnogmoved. Termination fee income
recognized at the later of when the customer haatgd the space or the lease has expired andyaefidcuted lease termination agreemen
been delivered, the amount of the fee is deternignabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued velvents have occurred that trigger such provisions.

Cost recovery income is determined on a calendar grd a lease-bigase basis. The most common types of cost recamegme in ou
leases are common area maintenance (“CAM”) andestate taxes, for which the customer pays its@t@share of operating and administre
expenses and real estate taxes in excess of aypasemount. The computation of cost recovery ireasncomplex and involves numer
judgments, including the interpretation of termsl ather customer lease provisions. Leases aremifuirion in dealing with such cost recov
income and there are many variations in the contipataMany customers make monthly fixed payment€AM, real estate taxes and other
reimbursement items. We accrue income relatedésetipayments each month. We make quarterly acadjiaétments, positive or negative
cost recovery income to adjust the recorded amdorasr best estimate of the final annual amoumtsetbilled and collected. After the end of
calendar year, we compute each customer's findlreogvery income and, after considering amounig Ipp the customer during the year, iss
bill or credit for the appropriate amount to thesttumer. The differences between the amounts bidiesl previously received payments anc
accrual adjustment are recorded as increases oeadas to cost recovery income when the final biksprepared, which occurs during the
half of the subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveddei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalilstEcounts. The evaluation prima
consists of reviewing past due account balancesansidering such factors as the credit qualitgwfcustomer, historical trends of the custc
and changes in customer payment terms. Additionalith respect to customers in bankruptcy, we estnthe probable recovery throl
bankruptcy claims and adjust the allowance for amsdeemed uncollectible. If our assumptions raggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowanoe its related receivable are writteffi-
when we have concluded there is a low probabifityaiection and we have discontinued collectiofoes.
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1. Description of Business and Significant Accaiting Policies — Continued
Discontinued Operations

Properties that are sold or classified as held#&e are classified as discontinued operationsigredvthat (1) the operations and cash flow
the property will be eliminated from our ongoingeog@tions and (2) we will not have any significaohtinuing involvement in the operations
the property after it is sold. Interest expensiadtuded in discontinued operations if the reldtsh securing the sold property is to be paid ¢
assumed by the buyer in connection with the séliel property is sold to a joint venture in whigk retain an interest, the property will no
accounted for as a discontinued operation due tosigmificant ongoing interest in the operationsotlyh our joint venture interest. If we
retained to provide property management, leasirdjoarother services for the property owner aftex #ale, the property generally will
accounted for as a discontinued operation becdwesexpected cash flows related to our managemehleasing activities generally will not
significant in comparison to the cash flows frore firoperty prior to sale.

Lease Incentives

Lease incentive costs, which are payments made tm dehalf of a customer as an incentive to signiéase, are capitalized in defe
financing and leasing costs and amortized on &#tréine basis over the respective lease ternesrasgluction of rental revenues.

For-Sale Residential Condominiums

Forsale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest mor
deposits in accounts payable, accrued expensesthedliabilities in accordance with the deposittimogl. We then record completed sales v
units close and the remaining net cash is receitdor-sale residential condominiums were soldb&®ecember 31, 2012.

Investments in Unconsolidated Affiliates

We account for our investments in less than majaritned joint ventures, partnerships and limitebility companies using the equ
method of accounting when our interests represer@ngral partnership interest but substantive qpatiing rights or substantive kick out rig
have been granted to the limited partners or whenirderests do not represent a general partneistepest and we do not control the m
operating and financial policies of the entity. $hdnvestments are initially recorded at cost wesitments in unconsolidated affiliates anc
subsequently adjusted for our share of earningscasti contributions and distributions. To the extmmr cost basis at formation of the jc
venture is different than the basis reflected atjtiint venture level, the basis difference is @med over the life of the related assets and ohet
in our share of equity in earnings of unconsolidatfiliates.

Cash Equivalents

We consider highly liquid investments with an onigi maturity of three months or less when purchasdm cash equivalents.

Restricted Cash

Restricted cash represents cash deposits thaggatyl restricted or held by third parties on oghalf, such as constructioatated escrow
property disposition proceeds set aside and desidnar intended to fund future tabeferred exchanges of qualifying real estate imuests
escrows and reserves for debt service, real esteds and property insurance established pursaamrtain mortgage financing arrangements
any deposits made with lenders to unencumber sg:quoperties.

Income Taxes

We have elected and expect to continue to quakfya &REIT under Sections 856 through 860 of thermaleRevenue Code of 1986,
amended (the “Code”A corporate REIT is a legal entity that holds reatate assets and, through the payment of dividendsckholders,
generally permitted to reduce or avoid the paynoéfederal and state income taxes at the corpéeaet. To maintain qualification as a REIT,
are required to pay dividends to our stockholdgrsakto at least 90.0% of our annual REIT taxabt®ime, excluding net capital gains.
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1. Description of Business and Significant Accaiting Policies — Continued

We conduct certain business activities throughxalike REIT subsidiary, as permitted under the Cdtle. taxable REIT subsidiary is sub
to federal, state and local income taxes on italiBexincome. We record provisions for income teb@&sed on its income recognized for finar
statement purposes, including the effects of temryatifferences between such income and the anmreaagnized for tax purposes.

Concentration of Credit Risk

At December 31, 2012 , our Wholly Owned Propertiese leased to 1,71dustomers. The geographic locations that comprieater tha
10.0% of our rental and other revenues are Ral&igh,Atlanta, GA, Tampa, FL, Nashville, TN and Kaa<City, MO. Our customers engage
wide variety of businesses. No single customehefWholly Owned Properties generated more than®d@fOour consolidated revenues dul
2012 .

We maintain our cash and cash equivalents and estriated cash at financial or other intermediarstitutions. The combined acco
balances at each institution may exceed FDIC imagra&overage and, as a result, there is a contientia credit risk related to amounts
deposit in excess of FDIC insurance coverage. Aalditly, from time to time in connection with taleferred 1031 transactions, our restricted
balances may be commingled with other funds be&ld hy any such intermediary institution which sd$ our balance to the credit risk of
institution.

Derivative Financial Instruments

We borrow funds at a combination of fixed and Malearates. Borrowings under our revolving creddlfty and bank term loans bear intel
at variable rates. Our long-term debt, which cdesi$ secured and unsecured Idagn financings and the issuance of unsecured sbhrities
typically bears interest at fixed rates althougimedoans bear interest at variable rates. Ouraateate risk management objectives are to line
impact of interest rate changes on earnings arndft@ass and to lower our overall borrowing costs. dchieve these objectives, from time to t
we enter into interest rate hedge contracts sudoléars, swaps, caps and treasury lock agreenremisler to mitigate our interest rate risk v
respect to various debt instruments. We do not boldsue these derivative contracts for tradingpaculative purposes. The interest rate on
our variable rate debt is generally adjusted atarthree month intervals, subject to settlementden these interest rate hedge contracts. Wi
enter into treasury lock and similar agreementsftione to time in order to limit our exposure toiaarease in interest rates with respect to fi
debt offerings.

Interest rate swaps involve the receipt of variahte amounts from a counterparty in exchange faking fixedrate payments over the life
the agreements without exchange of the underlyatipnal amount. The effective portion of changethim fair valueof derivatives designated &
that qualify as cash flow hedges is recorded iruamdated other comprehensive loss ("AOCL") andubsgquently reclassified into intel
expense in the period that the hedged forecasteddction affects earnings. Interest rate hedgeamis typically contain a provision whereb
we default on any of our indebtedness, we could ladsdeclared in default on our hedge contracts.

We account for terminated derivative instrumentsrégognizing the related accumulated comprehensiveme/loss balance in curn
earnings, unless the hedged forecasted transactiotinues as originally planned, in which case watioue to amortize the accumule
comprehensive income/loss into earnings over thggnadly designated hedge period.

Earnings Per Share

Basic earnings per share is computed by dividingnmme available for common stockholders by theégivted Common Shares outstant
- basic. Diluted earnings per share is computed kididg net income available to common stockholdgtss noncontrolling interests in 1
Operating Partnership by the weighted Common Shautganding basic plus the dilutive effect of options, warraatsl convertible securiti
outstanding, including Common Units, using the steg stock method. Weighted Common Shares outstgndbasic includes all unvest
restricted stock since dividends received on sastricted stock are non-forfeitable.
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1. Description of Business and Significant Accaiting Policies — Continued
Recently Issued Accounting Standards

As a result of adopting certain new or amended @ttiog pronouncements in the first quarter of 204&,have enhanced our disclosur
assets and liabilities measured at fair value decterl to continue use of credit valuation adjusti®n a net basis by counterparty as part ¢
calculation to determine the fair value of our datives. Our disclosures now include: (1) significikansfers between Levels 1 and 2 of the
value hierarchy, if any; (2) additional quantitatiand qualitative information regarding fair valmeasurements categorized as Level 3 of th
value hierarchy; and (3) the hierarchy classifmatfor items whose fair value is not recorded om Gonsolidated Balance Sheets but
disclosed previously in our Notes to Consolidatéhfcial Statements. Additionally, we have presgrtemprehensive income in a sepe
financial statement entitled Consolidated StatemehComprehensive Income.

2. Real Estate Assets
Acquisitions
During 2012, we acquired:
e a492,000 square foot office property in Atlar@# for a purchase price of $144.9 millipn
e a 616,000 square foot office property in Pittgini PA for a purchase price of $91.2 million
» three medical office properties in Greensbor@, fér a purchase price of $29.6 million , which ssted of the issuance 66,86
Common Units to noncontrolling interests, contirngeansideration with fair value at the acquisitidate of $0.7 million, and th:

assumption of secured debt due August 2014 recaifadr value of $7.9 million , with an effectivweterest rate of 4.06% ;

e a 178,300 square foot office property in Can Mom our DLF | joint venture for an agreed upasue of $26.0 million, the ne
proceeds of which were used to reduce the balate @dvance due to us from the joint venture; and

* 68 acres of development land currently zoned f8Bmillion square feet of future office development in NasayilN for a purchase pri
of $15.0 million .

We expensed $1.5 millioaf acquisition costs (included in general and adsiviative expenses) in 2012 related to these aitigmis. The
assets acquired and liabilities assumed were redaatifair value as determined by management baséuformation available at the acquisit
date and on current assumptions as to future opesat

The following table sets forth a summary of theetsscquired and liabilities assumed in the acgpisof the 492,000 square foot off
building in Atlanta, GA discussed in the precediagagraph:

Total
Purchase Price
Allocation
Real estate assets $ 135,12¢
Acquisition-related intangible assets (in defeffisencing and leasing costs) 21,631
Acquisition-related below market lease liabilit{@s accounts payable, accrued expenses and cdidities) (11,87%
Total allocation $ 144,89(
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2. Real Estate Assets - Continued
The following table sets forth our rental and ofterenues and net income, adjusted for interestresgpand depreciation and amortization

related to purchase price allocations and acqoiisitdsts, assuming the 492,000 square foot offiddibg in Atlanta, GA discussed in the
preceding paragraphs had been acquired on Janu2@y 1

Year Ended December 31,

2012 2011
(unaudited)
Pro forma rental and other revenues $ 530,61 $ 479,90¢
Pro forma net income $ 84,13 $ 44,817
Pro forma earnings per share - basic $ 1.0z % 0.4¢
Pro forma earnings per share - diluted $ 1.01 $ 0.4¢

During 2011, we acquired a six-building, 1.54 roitlisquare foot office complex in Pittsburgh, PA @opurchase price of $ 188.5 million
The purchase price included the assumption of secdebt recorded at fair value of $ 124.5 millionith an effective interest rate of 4.27%
including amortization of deferred financing costhis debt matures in November 2017 . We expensdd) $nillion of costs related to tt
acquisition (included in general and administragxpenses). Additionally, we acquired a 503,8Q0are foot office building in Atlanta, GA fo
purchase price of $ 78.3 million . The purchaseeincluded the assumption of secured debt reccati¢air value of $ 67.9 million with ar
effective interest rate of 5.45% , including anmation of deferred financing costs. This debt megun January 2014 . We expense@i®million
of costs related to this acquisition.

The following table sets forth a summary of thewasitjon purchase price consideration for each mel@ss of assets acquired and liabil
assumed in the acquisitions discussed above:

Total
Purchase Price
Allocation
Real estate assets $ 241,60:
Acquisition-related intangible assets (in defeffiselncing and leasing costs) 39,72:
Furniture, fixtures and equipment (in prepaid exggsnand other assets) 1,101
Acquisition-related below market lease liabilit{@s accounts payable, accrued expenses and odhdities) (15,627
Total allocation $ 266,79

The following table sets forth our rental and otterenues and net income, adjusted for interestresgpand depreciation and amortize
related to purchase price allocations and acqoisitdsts, assuming the 1.54 million square foateftomplex in Pittsburgh, PA and the 503,
square foot office building in Atlanta, GA discudse the preceding paragraph had been acquiredrmuady 1, 2010:

Year Ended December 31,

2011 2010
(unaudited)
Pro forma rental and other revenues $ 505,07. $ 491,57:
Pro forma net income $ 45,67: $ 65,40¢
Pro forma earnings per share - basic $ 05C $ 0.77
Pro forma earnings per share - diluted $ 05C $ 0.77
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2. Real Estate Assets - Continued

During 2011, we also acquired a 48,000 square rfeadical office property in Raleigh, NC for $ 8.9llioh and expensed $ 0.1 millioof
acquisition costs related to this transaction.

During 2010, we acquired a 336,000 square footeffiroperty in Memphis, TN for $ 52.6 millionThis purchase price included
assumption of secured debt recorded at fair val$ed®.3 million , with an effective interest rai€6.43% . This debt matures in November 2015
We expensed $ 0.4 million of acquisition coststesldo this transaction. We also acquired a 117d8M@re foot office property and 32éres ¢
development land in Tampa, FL for $ 12.0 milliow/e expensed $ 0.2 millioof acquisition costs related to this transactioastly, we acquire
our partner’s interest in a joint venture that od/fer-sale residential condominiums for $ 0.5 ruitli.

Dispositions
During 2012, we sold:

» three non-core buildings in Jackson, MS and&aGA for a sale price of $86.5 milli@md recorded gain on disposition of discontir
operations of $14.0 million ;

» five non-core office properties in Nashville, Thir a sale price of $41.0 millioand recorded gain on disposition of discontir
operations of $7.0 million ;

* a non-core office property in Pinellas County, fér a sale price of $9.5 milliomnd recorded gain on disposition of discontir
operations of $1.4 million ;

» anon-core office property in Kansas City, M@ #osale price of $6.5 millioand recorded gain on disposition of discontinuegrafbon:
of $1.9 million ;

e 96 vacant non-core rental residential units engas City, MO for a sale price of $11.0 milliand recorded gain on dispositior
discontinued operations of $5.1 million ; and

» 17 for-sale residential condominiums in Raleiyig for a sale price of $5.5 million and recordeded gain of $0.4 million . All fosale
residential condominiums were sold as of Decembef312.

During 2011, we sold an office property and adja¢amd parcel in a single transaction in Winstote8a NC for $ 15.0 milliorand recorde
gain on disposition of discontinued operations &.& million related to the office property andman disposition of property of .3 million
related to the land.

During 2010, we sold seven office properties in $tm Salem, NC and six industrial properties in éasboro, NC in twoseparat
transactions for $ 24.9 million . In the aggregate,received cash of $ 7.9 million , provided gefleancing of $ 17.0 milliorand committed 1
lend up to an additional $ 1.7 million for tenamiprovements and lease commissions, of which $ @ldmwas funded as of December 31, 2012
We have accounted for these dispositions usingntallment method, whereby the $ 0.4 milligain on disposition of property related to
office properties has been deferred and will begezed when the seller financing is repaid, ambmed impairment of $ 0.3 milliorelated t
the industrial properties. In 2010, we also recdrdecompleted sale in connection with the dispasitf an office property in Raleigh, NC in
fourth quarter of 2009 where the buyer's limiteghtito compel us to repurchase the property exgiretirecorded a gain of $ 0.2 million .

Impairments

During 2011, we recorded impairments of real esaastets of $ 2.4 million related to twéfice properties located in Orlando, FL due
change in the assumed timing of future dispositisritsch reduced the future expected cash flows fitvenproperties.
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3. Mortgages and Notes Receivable

The following table sets forth our mortgages antkgoeceivable:

December 31,

2012 2011
Seller financing (first mortgages) $ 15,85: $ 17,18(
Less allowance — —
15,85 17,18(
Mortgage receivable 8,64¢ —
Less allowance = =
8,64¢ —
Promissory notes 1,152 1,481
Less allowance (182) (62)
971 1,42(
Mortgages and notes receivable, net $ 2547:  $ 18,60(

Our mortgages and notes receivable consist priynafiseller financing issued in conjunction withaisposition transactions in 2010 (
Note 2) and acquisition financing provided to adtparty buyer of adjacent development land in Nilgh TN (see below)

The seller financing is evidenced by first mortgagecured by the assignment of rents and the yimgreal estate assets. We evaluati
collectability of the receivables by monitoring theasing statistics and market fundamentals ofettassets. As of December 31, 2Q1the
payments on both mortgages receivable were cuarghthere were no other indicators of impairmenthenreceivables. We may be require
take impairment charges in the future if and toekient the underlying collateral diminishes inueal

During 2012, we provided an $8.6 millidman to a third party, which was used by such tpiady to fund a portion of the purchase pric
acquire 77 acres of mixed-use development lanccadfao our 68acre office development parcel in Nashville, TNtidtly, the loan is scheduls
to mature in December 2015 and bears interes0& per year. The loan can be extended by the plairty for up to threadditional years, subje
to applicable increases in the interest rate. Ve algreed to loan such third party approximately} $8illion to fund future infrastructu
development on its 77 -acre development parcelh Bodns are or will be secured by the &Atre development parcel. We concluded
arrangement to be an interest in a variable intexetity. However, since we do not have the powatitect matters that most significantly img
the activities of the entity, we do not qualify e primary beneficiary. Accordingly, the entity i®t consolidated and the arrangeme
accounted for in mortgages and notes receivabinConsolidated Balance Sheet at December 31, 2Qif risk of loss with respect to t
arrangement is limited to the carrying value ofiloge receivable and the future infrastructure tigraent funding commitment.

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

December 31,

2012 2011
Beginning notes receivable allowance $ 61 $ 86¢
Bad debt expense 18€ 19¢
Recoveries/write-offs/other (65) (1,009
Total notes receivable allowance $ 18z % 61
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4. Investments in and Advances to Affiliates
Unconsolidated Affiliates

We have equity interests of up to 50.@%various joint ventures with unrelated third pestthat are accounted for using the equity metf
accounting because we have the ability to exemigeificant influence over their operating and fining policies. As a result, the assets

liabilities of these joint ventures are not incldde our Consolidated Financial Statements.

The following table sets forth our ownership in ansolidated affiliates at December 31, 2012 :

Ownership
Joint Venture Location of Properties Interest
Concourse Center Associates, LLC Greensboro, NC 50.0%
Plaza Colonnade, LLC Kansas City, MO 50.0%
Lofts at Weston, LLC Raleigh, NC 50.0%
Board of Trade Investment Company Kansas City, MO 49.0%
Highwoods DLF 97/26 DLF 99/32, LP Atlanta, GA; Greensboro, NC; Orlando, FL 42.9%
Highwoods KC Glenridge Office, LLC Atlanta, GA 40.0%
Highwoods KC Glenridge Land, LLC Atlanta, GA 39.9%
HIW-KC Orlando, LLC Orlando, FL 40.0%
Kessinger/Hunter, LLC Kansas City, MO 26.5%
Highwoods DLF Forum, LLC Raleigh, NC 25.0%
Highwoods DLF 98/29, LLC Atlanta, GA; Charlotte, NC; Greensboro, NC; Raleiyi; Orlando, FL 22.8%
4600 Madison Associates, LP Kansas City, MO 12.5%

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

December 31,

2012 2011
Balance Sheets:
Assets:
Real estate assets, net $ 491,18( $ 536,08t
All other assets, net 113,73¢ 96,94«
Total Assets $ 604,91: $ 633,03:
Liabilities and Partners’ or Shareholders’ Equity:
Mortgages and notes payakig $ 370,39 $ 406,87"
All other liabilities 24,50° 21,80¢
Partners’ or shareholders’ equity 210,01« 204,34¢
Total Liabilities and Partners’ or Shareholdersuiy $ 604,91 $ 633,03:
Our share of historical partners’ or shareholdegglity $ 63,847 $ 59,58¢
Advances to unconsolidated affiliate — 38,32:
Net excess of cost of investments over the net bable of underlying net assets 2,95¢ 2,46(
Carrying value of investments in and advances tmosolidated affiliates $ 66,80 $ 100,36°
Our share of unconsolidated non-recourse mortgaljgx $ 137,26:  $ 146,92t

74




Table of Contents

HIGHWOODS PROPERTIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

4. Investments in and Advances to Affiliates —@htinued

(1) Our share of scheduled future principal paymentduding amortization, due on mortgages and natgalge at December 31, 20is2as follows

2013
2014
2015
2016
2017

Thereafter

$

$

23,45¢
57,16
21,82:
1,05¢
26,45:
7,318

137,26:

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

(2) This amount represents the aggregate differenceeleet our historical cost basis and the basis tefieat the joint venture level, which is typici
depreciated over the life of the related asset.

Income Statements:

Rental and other revenues
Expenses:
Rental property and other expenses
Depreciation and amortization
Impairments of real estate assets
Interest expense
Total expenses
Income before disposition of properties
Gains on disposition of properties
Net income

Our share of:

Depreciation and amortization
Impairments of real estate assets
Interest expense

Gains on disposition of properties
Net income

Our share of net income

Adjustment for management and other fees

Equity in earnings of unconsolidated affiliates
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Year Ended December 31,

2012 2011 2010
$ 101,23! % 100,95¢ $ 119,
47,76: 44,58 56,
25,25 26,43( 31,
7,18( —
20,95¢ 23,76: 27,
101,14 94,77¢ 116,
8t 6,18: 3,
11,18 —
$ 11,26¢ $ 6,18: $ 3,
$ 7,736 $ 8,38t $ 10,
$ 1,00: $ —  $
$ 7,36¢ $ 8,16: $ 10,
$ 1,12C % —  $
$ 330« $ 2,42¢ $ 1,
$ 3,30 $ 2,42¢ % 1,
1,731 2,44¢ 2,
$ 503t $ 487¢ $ ,
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4. Investments in and Advances to Affiliates —@htinued
The following summarizes additional informationateld to certain of our unconsolidated affiliates:
- Lofts at Weston, LLC

During 2011, we and Ravin Partners, LLC (“Ravindyrhed Lofts at Weston, LLC, in which we have a 36.6wnership interest. W
contributed 15.0 acres of land at an agreed uphreva $ 2.4 million to this joint venture, and Raeontributed $ 1.2 millioin cash and agre
to guarantee the joint venture's development Id&e. joint venture then distributed $ 1.2 millionus and we recorded a gain of $ 0.3 mill@n
this transaction. Ravin manages and operatesdinisvienture, which is constructing 215 rental desitial units at a total cost of $ 25.9 millipof
which $15.2 million had been incurred as of Decen®de 2012. Ravin is the developer, manager and leasing agehiwill receive customa
fees from the joint venture.

- Highwoods DLF 97/26 DLF 99/32, L.P. (“DLF II")

During 2012, DLF 1l obtained a $50.0 million , tergear secured mortgage loan from a third partgderbearing a fixed interest rate305%
on $39.1 million of the loan and a floating intdreste of LIBOR plus 250 basis points on $10.9 ignillof the loan, which was used by the ji
venture to repay a secured loan at maturity tard frarty lender.

- Kessinger/Hunter, LLC

Kessinger/Hunter, LLC, which is managed by ourtj@@nture partner, provides leasing services ttageof our Wholly Owned Properties
Kansas City, MO in exchange for customary fees fummKessinger/Hunter, LLC received $ 1.1 milliok 2.1 million and $ 0.8 milliofrom us
for these services in 2012 , 2011 and 2010, réispéc

- Highwoods DLF 98/29, LLC (“DLF I")

At the formation of this joint venture in 1999, opartner contributed excess cash to the venturtevtha distributed to us under the j
venture agreements. We are required to repay xhisss cash to our partner over time, as discussiddte 9.

During 2012, DLF | sold two office properties tarthparties for $15.5 million and recorded gainsdigposition of property of $4.9 million
We recorded $1.1 million as our proportionate sloéthese gains through equity in earnings of usotidated affiliates.

During 2012, we recorded $1.0 million as our slafrienpairments of real estate assets on ¢ffice properties in our DLF | joint venture, ¢
to a decline in projected occupancy and a changigeimssumed holding period of those assets, whilliced the expected future cash flows °
the properties.

During 2011, we provided a $ 38.3 million interesty secured loan to DLF | that was initially schkdl to mature in March 2012During
2012, the outstanding balance of the loan was depaia result of our acquisition of an office pmypdrom the joint venture and throu
application of the net proceeds from the joint vee's sale of two office properties to third partés noted above. We recorded $0.9 milhon
$1.3 million of interest income from this loan imtérest and other income during the years endedreer 31, 2012 and 2011 , respectively.

- Des Moines, IA Joint Ventures

During 2010, we sold our equity interests in aesedf unconsolidated joint ventures relating tgpprties in Des Moines, IA. The assets ir
joint ventures include 1.7 million square feet of office, 788,000 squaretfof industrial and 45,000 square feet of retaperties, as well a&l€
apartment units. In connection with the closing, reeeived $ 15.0 millioin cash. We had a negative book basis in certathefoint venture
primarily as a result of prior cash distributiongtie partners. As a result, we recorded gain spodition of investment in unconsolidated affils
of $25.3 million .
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4. Investments in and Advances to Affiliates —@htinued
- HIW Development B, LLC

During 2011, our joint venture partner exercissmiption to acquire our 10.0&gquity interest in the HIW Development B, LLC joirgnture
which had recently completed construction of adtdl-suit office property in Charlotte, NC. As asué, we received gross proceeds of.8
million and recorded a gain on disposition of irtmesnt in unconsolidated affiliate related to thisrohant build project of $2.3 million .

- Other Activities

We receive development, management and leasingfdeeservices provided to certain of our joint ueels. These fees are recognize
income to the extent of our respective joint vemfpartner's interest. During the years ended Deeef3ith 2012 , 2011 and 201®e recognized
2.4 million , $ 3.1 million and $ 2.7 millionrespectively, of development, management andnigdses from our unconsolidated joint ventures
December 31, 2012 and 2011 , we had receivabl$8.8fmillion and $1.0 million , respectively, reddtto these fees in accounts receivable.

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

We have a 50.0%wnership interest in Markel. We are the managerlaasing agent for Markel's properties locate®ichmond, VA an
receive customary management and leasing fees.ongolidate Markel since we are the general paramer control the major operating
financial policies of the joint venture. As contiad partner, we have an obligation to cause thigperty-owning entity to distribute proceeds
liquidation to the noncontrolling interest partmerthese partially owned properties only if the patceeds received by the entity from the sa
our assets warrant a distribution as determinethbyagreement. We estimate the value of noncoinigalhterest distributions would have bee
15.6 million had the entity been liquidated at Daber 31, 2012 This estimated settlement value is based onahevélue of the underlyir
properties which is based on a number of assunmgptiuat are subject to economic and market uncégaimcluding, among others, demanc
space, competition for customers, changes in maekeal rates and costs to operate each propéttye lentity's underlying assets are worth
than the underlying liabilities on the date of slighidation, we would have no obligation to remity consideration to the noncontrolling inte
holder.

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

We have a 20.0%nterest in Harborview. We are the manager andrigeegent for Harborview's property located in TampL and recei\
customary management and leasing fees. As furtrgrithed in Note 8, we account for this joint veatas a financing obligation since our par
has the right to put its interest back to us infthere.

During 2012, we provided a three-year, $20.8 millioterest-only secured loan to Harborview thatclseduled to mature in September 2015
which the joint venture used to repay a secured &tanaturity to a third party lender. This newrldmears interest at LIBOR plus 500 basis pc
subject to a LIBOR floor of 0.5% Because Harborview is a consolidated joint vemtthis loan and related interest income and exarx
eliminated in consolidation.

- Plaza Residential, LLC (“Plaza Residential”)

In 2007, our taxable REIT subsidiary formed thezBI&esidential joint venture with an unrelated yaot develop and sell 139 faale
residential condominiums constructed above a whmlyped office property in Raleigh, NC. We initiathad a 93.0%nterest in Plaza Resident
In 2010, we acquired our partner's 7.0% ownershigrést for $ 0.5 million . During the years end®etember 31, 2012 , 2011 and 2Q10e
received $ 5.5 million , $ 3.2 million and $ 5.3l , respectively, in gross proceeds and recd®&.1 million , $ 3.5 million and $ 5.0 millign
respectively, of cost of assets sold from condommmbales, including impairment charges, if any.oA®ecember 31, 2012, all of the feale
residential condominiums have been sold.
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5. Intangible Assets and Below Market Lease Lialities

The following table sets forth total intangible etssand acquisition-related below market leasdlitigls, net of accumulated amortization:

December 31,

2012 2011
Assets:

Deferred financing costs $ 21,75¢  $ 18,04«
Less accumulated amortization (7,862) (5,799
13,89' 12,243
Deferred leasing costs (including lease incentares acquisition-related intangible assets) 225,64 172,04¢
Less accumulated amortization (69,527) (56,529
156,12¢ 115,52
Deferred financing and leasing costs, net $ 170,020 $ 127,77:

Liabilities (in accounts payable, accrued expensesd other liabilities):
Acquisition-related below market lease liabilities $ 37,01¢ $ 16,44:
Less accumulated amortization (3,389 971
$ 33,63t $ 15,47(

The following table sets forth amortization of inggble assets and acquisition-related below mdéeeste liabilities:

Year Ended December 31,

2012 2011 2010

Amortization of deferred financing costs $ 3,68 $ 331z $ 3,38t
Amortization of deferred leasing costs and acqoisitelated intangible assets (in depreciation and

amortization) $ 27,73. % 20,98( $ 17,38
Amortization of lease incentives (in rental andesttevenues) $ 1,43¢ $ 1,371 $ 1,23¢
Amortization of acquisition-related intangible assg@n rental and other revenues) $ 1,357 $ 91t $ 531
Amortization of acquisition-related intangible assgn rental property and other expenses) $ 8¢ $ — 3 —
Amortization of acquisition-related below markedde liabilities (in rental and other revenues) $ (2,627 $ (840 $ (96)
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5. Intangible Assets and Below Market Lease Lialities - Continued

The following table sets forth scheduled future dimation of intangible assets and acquisitiontezlebelow market lease liabilities:

Amortization
of Deferred

Leasing Costs anc

Amortization of

Amortization

Acquisition- Amortization Acquisition- of Acquisition-
Related Amortization of Acquisition- Related Related Below
Amortization Intangible Assets of Lease Related Intangible Assets Market Lease
of Deferred (in Depreciation Incentives (in Intangible Assets (in Rental Liabilities (in
Financing and Rental and Other (in Rental and Property and Rental and Other
Years Ending December 31, Costs Amortization) Revenues) Other Revenues)  Other Expenses) Revenues)
2013 $ 3,521 $ 29,63¢ $ 1312 §$ 1271 $ 552 % (4,149
2014 3,22¢ 25,20( 1,162 98¢ 558 (4,067
2015 2,59¢ 20,39: 92¢ 754 558 (3,80))
2016 1,51¢ 16,877 734 65¢ 55¢ (3,499
2017 1,22t 14,14 654 587 554 (3,25€)
Thereafter 1,81« 33,56¢ 2,06t 78C 1,64% (14,869
$ 13,897 $ 139,81: $ 6,85¢ $ 5,046 $ 4,40¢ $ (33,63¢)
Weighted average remaining amortization
periods as of December 31, 2012 (in
4.€ 6.€ 7.7 5.€ 8.C 9.¢

years)

The following table sets forth the intangible assetquired and below market lease liabilities agslias a result of 2012 acquisition activity:

Acquisition- Acquisition- Acquisition-
Related Related Related Below
Intangible Acquisition- Intangible Market Lease
Assets Related Assets Liabilities
(amortized in Intangible Assets (amortized in ~ (amortized in
Rental and (amortized in Rental Property Rental and
Other Depreciation and and Other Other
Revenues) Amortization) Expenses) Revenues)
Amount recorded from acquisition activity $ 2,636 $ 37,247 $ 459t $ (20,939
5.2 8.7 8.C 10.€

Weighted average remaining amortization periodyéars)
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6. Mortgages and Notes Payable

Our mortgages and notes payable consist of thevioll:

December 31,

2012 2011
Secured indebtednessi)
5.45% (5.12% effective rate) mortgage loan due 2914 67,60« 67,80¢
5.18% (4.22% effective rate) mortgage loan due 2817 120,92: 123,61
6.03% mortgage loan due 2013 — 125,26
5.68% mortgage loan due 2013 107,28¢ 110,34
5.17% (6.43% effective rate) mortgage loan due 2615 39,80¢ 40,01
6.88% mortgage loans due 2016 110,67: 112,07t
7.50% mortgage loan due 2016 45,66 46,18:
5.74% to 9.00% mortgage loans due between 2012@b@{5) (6) (7) 57,65: 72,64(
Variable rate construction loan due 2012 — 17,80:
549,60° 715,74:
Unsecured indebtedness:
5.85% (5.88% effective rate) notes due 2@17 379,19: 391,16¢
7.50% notes due 2018 200,00( 200,00(
3.625% (3.752% effective rate) notes due 2023 247,36 —
Variable rate term loan due 20{6) 35,00( 200,00(
Variable rate term loan due 20&8) 200,00( —
Variable rate term loan due 2009) 225,00( —
Revolving credit facility due 201&3) 23,00( 362,00(
1,309,55! 1,153,16
Total $ 1,859,16; $ 1,868,901

(1) The secured mortgage loans payable are callated by real estate assets with an aggregatepuedated book value of $ 966.9 million&cember 3:
2012. Our fixed rate mortgage loans generally are eitbeked out to prepayment for all or a portiontbéir term or are prepayable subject to ce
conditions including prepayment penalties.

(2) Includes unamortized fair market premium of2h@illion as of December 31, 2012

(3) Includes unamortized fair market premium of6ahillion as of December 31, 2012

(4) Net of unamortized fair market value discount 1.2 million as of December 31, 2012

(5) Includes mortgage debt related to Harborvizepnsolidated 20.0% owned joint venture, of $ 2dillon at December 31, 2011See Note !

(6) Includes mortgage debt related to Markel, msotidated 50.0% owned joint venture, of $ 33.1liaviland $ 34.0 million at December 31, 2012 and120
respectively. See Note 10.

(7) Net of unamortized fair market value premium (0.5 million and $ 0.3 million at December 31, 2@k®i 2011, respectively
(8) Net of unamortized original issuance discount 0.5 million and $ 0.6 million at December 31, 2Gi®i 2011 respectively
(9) Net of unamortized original issuance discour$2.6 million at December 31, 2012

(10) The interest rate is 2.42% at December 31, 2012

(11) The interest rate is 1.87% at December 31, 2012
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6. Mortgages and Notes Payable - Continued

(12) As more fully described in Note 7, we entered fitdating-tofixed interest rate swaps that effectively fix LIBGor the full amount and duration of this Ic
Accordingly, the equivalent fixed rate of this loiar8.58% .

(13) The interest rate is 1.71% at December 31, 2012

The following table sets forth scheduled futurenpipal payments, including amortization, due on owrtgages and notes payabl
December 31, 2012 :

Years Ending December 31, Principal Amount
2013 $ 123,53
2014 112,28
2015 67,73:
2016 193,21°
2017 488,61°
Thereafter 873,77"

Our $ 475.0 million unsecured revolving credit filgiis scheduled to mature on June 27, 2@b# includes an accordion feature that al
for an additional $ 75.0 millioof borrowing capacity subject to additional lendemmitments. Assuming no defaults have occurredhawe a
option to extend the maturity for an additional yeEhe interest rate at our current credit ratilggsIBOR plus 150 basis pointnd the annu
facility fee is 35 basis points. The interest ratel facility fee are based on the higher of theliplypannounced ratings from Moody's Inves
Service or Standard & Poor's Ratings Services. ¥éeaur revolving credit facility for working capitaurposes and for the shderm funding ¢
our development and acquisition activity and, irtaia instances, the repayment of other debt. Timtirrued ability to borrow under the revolv
credit facility allows us to quickly capitalize @trategic opportunities at short-term interestgafithere was $ 23.0 million and25.0 millior
outstanding under our revolving credit facility Becember 31, 2012 and February 1, 2013 , respéctive both December 31, 201anc
February 1, 2013 , we had $ 0.1 milliohoutstanding letters of credit, which reducesadkailability on our revolving credit facility. As resuli
the unused capacity of our revolving credit fagilét December 31, 2012 and February 1, 2013 wa§1%4million and $ 449.9 million
respectively.

During 2012, we repaid the remaining balances @f Billion of our variable rate, secured constiarctoan bearing interest of 1.078ad ¢
$123.0 million secured mortgage loan bearing isteof 6.03% that was scheduled to mature in Ma@t32 One of our consolidated affilias
also repaid a $20.8 million secured loan that boterest at 6.06% and matured in October 201%e incurred no penalties related to tl
repayments. Real estate assets having a grossviaiek of $193 millionbecame unencumbered in connection with the payafiiese secure
loans. We also paid down $12.2 million of secuahlbalances through principal amortization dugi6g?2.

During 2012, the Operating Partnership issued $r@tliton aggregate principal amount of 3.625% Nadegs January 15, 2023ess origine
issue discount of $2.7 million . These notes weteep at 98.94% for an effective yield of 3.752%nderwriting fees and other expenses 1
incurred that aggregated $2.1 million ; these cast® deferred and will be amortized over the tefrtihe notes.

During 2012, we modified our $200.0 million , fiyear unsecured bank term loan, which was origingdlyeduled to mature iRebruar
2016 . The loan is now scheduled to mature in Jgn2@18and the interest rate was reduced from LIBOR pR3 Rasis points to LIBOR pl
165 basis points. We incurred $0.9 millioh deferred financing fees in connection with thedification, which will be amortized along w
existing unamortized deferred loan fees over theairing term of the new loan. Proceeds from two pewticipants, aggregating $35.0 millipn
were used to reduce amounts outstanding underevoiving credit facility. Two of the original pattpants, which still hold an aggregaia5.(
million of the principal balance under the origitelm loan, will be fully paid off on or before Relary 25, 2013 .

During 2012, we repurchased $12.1 million principaiount of unsecured notes due March 2017 beaniegest of 5.85%or a purchas
price of 107.5% of par value. We recorded $1.0iamilbf loss on debt extinguishment related to tepurchase.
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6. Mortgages and Notes Payable - Continued

During 2012, we obtained a $225.0 million , sevgear unsecured bank term loan bearing interestiBOR plus 190 basis points. T
underlying LIBOR rate has been effectively fixed fbe entire seven-year term through floatindixed interest rate swaps discussed in No
The counterparties under the swaps are the saiecfal institutions that participated in the teoan.

During 2011, we repaid the remaining balance 084.4 million of a secured mortgage loan bearingregt of 7.05%hat was scheduled
mature in January 2012 and the remaining $ 10.0omibf a three -year unsecured term loan beanmerést of 3.90%hat was scheduled
mature in February 2012 . We incurred no penaiéésted to these early repayments. We also obtan®®00.0 million , five year unsecure
bank term loan bearing interest of LIBOR plus 228ib points.

During 2010, we repaid $ 10.0 million of our $ 20rllion , three -year unsecured term loan. Additithy, we repaid the $.8 million
remaining balance outstanding on the mortgage peysazured by our 9&ntal residential units, which we sold in 2012dascribed in Note
We incurred a penalty of $ 0.6 million relatedhiéstearly repayment, which is included in loss ebtdextinguishment.

We are currently in compliance with the debt covesand other requirements with respect to our.debt

Our revolving credit facility and bank term loamgjuire us to comply with customary operating command various financial requireme
Upon an event of default on the revolving credtilfey, the lenders having at least 66.%fthe total commitments under the revolving ci
facility can accelerate all borrowings then outding, and we could be prohibited from borrowing d&mgher amounts under our revolving cr
facility, which would adversely affect our ability fund our operations.

The Operating Partnership has $379.2 million cagyamount of 2017 bonds outstanding, $200.0 miliarrying amount of 2018 bor
outstanding and $247.4 milliocarrying amount of 2023 bonds outstanding. Thenhde that governs these outstanding notes requses
comply with customary operating covenants and wariinancial ratios. The trustee or the holderatdeast 25.0%n principal amount of eith
series of bonds can accelerate the principal anmafusuch series upon written notice of a defawdt temains uncured after 60 days.

Capitalized Interest

Total interest capitalized to development projeegs $ 1.0 million , $ 0.6 million and $ 1.4 millidar the years ended December 31, 2012
2011 and 2010, respectively.

7. Derivative Financial Instruments

We have six floating-to-fixed interest rate swaptgh January 2019 each with respect to an aggrefa225.0 million LIBORbase:
borrowings. These swaps effectively fix the undedyLIBOR rate at a weighted average of 1.678%he counterparties under the swaps
major financial institutions. The swap agreemermstain a provision whereby if we default on anyoof indebtedness, if greater th&h0.(
million , and which defaults results in repayment of sutebtedness being, or becoming capable of beinglexated by the lender, then
could also be declared in default on our derivatibéigations. These swaps have been designateddaara being accounted for as cash
hedges with changes in fair value recorded in otbenprehensive income each reporting period. No gaioss was recognized related to he
ineffectiveness or to amounts excluded from effectess testing on our cash flow hedges during ¢lae gnded December 31, 201%/e have n
collateral requirements related to our interest sataps.

Amounts reported in AOCL related to derivativeslwié reclassified to interest expense as interagingnts are made on our variabdge
debt. During 2013, we estimate that $3.3 milliofl & reclassified to interest expense.
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7. Derivative Financial Instruments - Continued

The following table sets forth the fair value of @erivative instruments:

Fair Value as of December 31,
2012 2011

Liability Derivatives:
Derivatives designated as cash flow hedges in acotsipayable, accrued expenses and other liabilities

Interest rate swaps $ 9,36¢ $ 2,20

The following table sets forth the effect of ouskdlow hedges on AOCL and interest expense:

Year Ended December 31,

2012 2011 2010
Derivatives Designated as Cash Flow Hedges:
Amount of unrealized losses recognized in AOCL onativatives (effective portion):
Interest rate swaps $ (10,359 $ (2,202 $ —
Amount of (gains)/losses reclassified out of AOCLnto contractual interest expense (effective
portion):
Interest rate swaps $ 3,058 § (118 $ 237

8. Financing Arrangements

Our financing obligations consist of the following:

December 31,

2012 2011
Harborview financing obligation $ 17,57 $ 17,08¢
Tax increment financing bond 11,78: 13,06¢
Total $ 29,35¢ $ 30,15(
Harborview

Our joint venture partner in Harborview has thétitp put its 80.0%quity interest in the joint venture to us in exul@ for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.084uity interest will be determined at the time that partne
elects to exercise its put right, if ever, basednune then fair market value of Harborview LP'seds and liabilities, less 3.0%vhich amount we
intended to cover the normal costs of a sale titsa Because of the put option, this transacttoaccounted for as a financing transac
Accordingly, the assets, liabilities and operatiogisted to Harborview, the office property ownsdHarborview LP remain in our Consolida
Financial Statements.
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8. Financing Arrangements -Continued

As a result, we initially established a gross fitiag obligation equal to the $12.7 milli@guity contributed by our joint venture parti
During 2012, our joint venture partner contributed additional $1.8 milliorof equity to the joint venture. During each periog increase tt
gross financing obligation for 80.0%f the net income before depreciation of Harboryigich is recorded as interest expense on fing
obligation, and decrease the gross financing ofitigdor distributions made to our joint venturertpar. At the end of each reporting period,
balance of the gross financing obligation is adiddb equal the greater of the equity contributgdir joint venture partner or the current
value of the put option, which is recorded as aiatibn allowance. The valuation allowance is amedion a straightne basis prospective
through September 2014 as interest expense oncfiambligation. The fair value of the put optiorasv$12.7 million and $6.2 millioat
December 31, 2012 and 201despectively. We continue to depreciate Harbenaad record all of the depreciation on our bodkssuch time a
the put option expires or is otherwise terminateg will record the transaction as a partial sakt @tognize gain accordingly.

Tax Increment Financing Bond

In connection with tax increment financing for ctsastion of a parking garage, we are obligateday fixed special assessments over a 20
year period ending in 2019 . The net present vafitbese assessments, discounted at the 6i8@&%est rate on the underlying bond financin
recorded as a financing obligation. We receive igheax revenues and property tax rebates recontddterest and other income, which
intended, but not guaranteed, to provide fundsatpthe special assessments. We acquired the uimdedgnd, which is recorded in prepaid
other assets, in a privately negotiated transa@i@®07 . For additional information about thiz tacrement financing bond, see Note 11.
Capitalized Ground Lease Obligation

The capitalized ground lease obligation represantsbligation to the lessor of land on which westorcted a wholly owned office propel
We initially recorded the land and associated fiag obligation at the net present value of thedixental payments and purchase option thr
the ninth year at the inception of the lease usinigscount rate of 7.10%The liability accretes as interest expense itrgifjuals the amount of t
purchase option. During 2012, this ground leasecgaseyed as part of the disposition of an offiogperty in Atlanta, GA.
9. Commitments and Contingencie
Operating Ground Leases

Certain Wholly Owned Properties are subject to afireg ground leases. Rental payments on thesesleaseadjusted periodically basec
either the consumer price index or on a pre-deterthischedule. Total rental property expense redootlethe straighline basis for operatir

ground leases was $1.5 million , $1.4 million addmillion for the years ended December 31, 204211 and 2010 , respectively.

The following table sets forth our scheduled oldliyss for future minimum payments on operating giebleases at December 31, 2012 :

Minimum

Years Ending December 31, Payments
2013 $ 2,38t
2014 2,40¢
2015 2,42
2016 2,451
2017 2,47¢
Thereafter 49,87¢
s e201C
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9. Commitments and Contingencies Continued
Lease and Contractual Commitments

We have $122.0 million of lease and contractual miments at December 31, 2012Lease and contractual commitments repr
commitments under signed leases and contracts geratng properties (excluding tendatided tenant improvements) and contracts
development/redevelopment projects, of which $2@llion was recorded on the Consolidated BalanceeSht December 31, 2012 .

DLF | Obligation

At the formation of DLF |, the amount our partnentributed in cash to the venture and subsequeligtyibuted to us was determined tc
$7.2 million in excess of the amount required bamedts ownership interest and the agrepdn value of the real estate assets. We are eshta
repay this amount over 14 years, beginning in itis€ quarter of 1999 . The $7.2 million was discahto net present value of $3.8 milliosing :
discount rate of 9.62% specified in the agreemayments of $0.6 million were made in each of thery ended December 31, 2012 , 284d
2010 . The balance at December 31, 2012 and 208 B2 million and $0.8 millionrespectively, which is included in accounts pdgahccrue
expenses and other liabilities.

Environmental Matters

Substantially all of our irservice and development properties have been dabljgo Phase | environmental assessments and,rtiain
instances, Phase Il environmental assessments.aSgeksments and/or updates have not revealegkenae aware of, any environmental liab
that we believe would have a material adverse effeour Consolidated Financial Statements.

Litigation, Claims and Assessments

We are from time to time a party to a variety afdkeproceedings, claims and assessments arisiting iardinary course of our business.
regularly assess the liabilities and contingentiennection with these matters based on thetlatEsmation available. For those matters wil
it is probable that we have incurred or will ineutoss and the loss or range of loss can be reblyoastimated, the estimated loss is accruec
charged to income in our Consolidated Financialegtants. In other instances, because of the unuggtarelated to both the probable outc
and amount or range of loss, a reasonable estiwhéitbility, if any, cannot be made. Based on ¢herent expected outcome of such matters,
of these proceedings, claims or assessments istexp® have a material effect on our businesanfiral condition, results of operations or ¢
flows.
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10. Noncontrolling Interests
Noncontrolling Interests in the Operating Partnership

Noncontrolling interests in the Operating Partngrsklate to the ownership of Common Units by vasidndividuals and entities other t
the Company. Net income attributable to noncoritrgliinterests in the Operating Partnership is cdetgbby applying the weighted aver.
percentage of Common Units not owned by the Complamiyng the period, as a percent of the total nunolb@utstanding Common Units, to
Operating Partnershigp’net income for the period after deducting distitns on Preferred Units. When a noncontrollingthoider redeems
Common Unit for a share of Common Stock or cagihnitncontrolling interests in the Operating Paghigr are reduced and the Companghar
in the Operating Partnership is increased by thevédue of each security at the time of redemption

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

Year Ended December 31,

2012 2011

Beginning noncontrolling interests in the OperatRaytnership $ 110,65 $ 120,83¢
Adjustments of noncontrolling interests in the Qyieig Partnership to fair value 16,49: (3,955
Issuances of Common Units 2,29¢ —
Conversion of Common Units to Common Stock (2,096 (1,906

Net income attributable to noncontrolling interestthe Operating Partnership 3,85¢ 2,091
Distributions to noncontrolling interests in theéating Partnership (6,339 (6,417
Total noncontrolling interests in the OperatingtRarship $ 124,86¢ $ 110,65!

The following table sets forth net income availafle common stockholders and transfers from nomedlitg interests in the Operati
Partnership:

Year Ended December 31,

2012 2011 2010
Net income available for common stockholders $ 77,087 $ 38,677 $ 61,79(
Increase in additional paid in capital from coni@msof Common Units to Common Stock 2,09¢ 1,90¢ 3,06(
Issuances of Common Units (2,299 — —
Change from net income available for common stoldée and transfers from noncontrolling interest$ 76,88 $ 40,58: $ 64,85(

Noncontrolling Interests in Consolidated Affiliates

At December 31, 2012 , noncontrolling interestsconsolidated affiliates relates to our joint veetyrartner's 50.0%nterest in offici
properties located in Richmond, VA. Our joint venetpartner is an unrelated third party.
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11. Disclosure About Fair Value of Financial Instrument

The following summarizes the three levels of inpiiat we use to measure fair value, as well asafisets, noncontrolling interests in
Operating Partnership and liabilities that we retpg at fair value using those levels of inputs.

Level 1. Quoted prices in active markets for identicak&ssr liabilities.

Our Level 1 assets are investments in marketaldearisies that we use to pay benefits under our quatified deferred compensation pl
Our Level 1 noncontrolling interests in the OpergtiPartnership relate to the ownership of Commoitsthy various individuals and entities ot
than the Company. Our Level 1 liability is our ngualified deferred compensation obligation.

Level 2.Observable inputs other than Level 1 prices, ssajusted prices for similar assets or liabilitiggpted prices in markets that are
active; or other inputs that are observable orlmamorroborated by observable market data for anbatly the full term of the related asset
liabilities.

Our Level 2 asset is the fair value of certain of mortgages and notes receivable, which was etgiriay the income approach utiliz
contractual cash flows and mark®sed interest rates to approximate the price wiwald be paid in an orderly transaction betweenke
participants.

Our Level 2 liabilities include (1) the fair valwé our mortgages and notes payable, which was atgoby the income approach utiliz
contractual cash flows and mark®sed interest rates to approximate the price wiwald be paid in an orderly transaction betweenke
participants and (2) interest rate swaps whosevédire is determined using the market standard edetbgy of netting the discounted future fi;
cash receipts and the discounted expected varizddh payments. The variable cash payments of derest rate swaps are based or
expectation of future LIBOR interest rates (forwataves) derived from observed market LIBOR interate curves. In addition, credit valual
adjustments are incorporated in the fair valueactmount for potential nonperformance risk, but wasecluded to not be significant inputs to
calculation for the periods presented.

Level 3.Unobservable inputs that are supported by littlaamarket activity and that are significant to thie value of the assets or liabiliti

Our Level 3 assets include (1) certain of our mays and notes receivable, which were estimatatidbincome approach utilizing inter
cash flow projections and market interest ratesstonate the price that would be paid in an ordedgsaction between market participants, (2
tax increment financing bond, which is not routingbded but whose fair value is determined byitlteme approach utilizing contractual ¢
flows and markebased interest rates to estimate the projectedntiten value based on quoted bid/ask prices foilainunrated municipi
bonds, and (3) any real estate assets and forrssildential condominiums recorded at fair valueaononfecurring basis as a result of
quarterly impairment analysis, which were valueidgidroker opinion of value and substantiated hgrimal cash flow projections.

Our Level 3 liabilities include the fair value ofiocontingent consideration to acquire real estasets and financing obligations, which v
estimated by the income approach to approximattice that would be paid in an orderly transactetween market participants, utilizing:
contractual cash flows; (2) markiesed interest rates; and (3) a number of othamg#sons including demand for space, competitior
customers, changes in market rental rates, costgevhtion and expected ownership periods.

The following tables set forth the assets, nonadiinig interests in the Operating Partnership dabilities that we measure at fair value
level within the fair value hierarchy. We determthe level based on the lowest level of substaritipat used to determine fair value.
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11. Disclosure About Fair Value of Financial Instrumens —Continued

Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2012 or Liabilities Inputs Inputs
Assets:
Mortgages and notes receivable, at fair valye $ 24,72 % — 16,077 $ 8,64¢
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) 3,35¢ 3,35¢ — —
Tax increment financing bond (in prepaid expensesaher assets) 14,49¢ — — 14,49¢
Total Assets $ 42578 % 3,35¢ 16,077 $ 23,14«
Noncontrolling Interests in the Operating Partnershp $ 124,86¢ $ 124,86¢ — % —
Liabilities:
Mortgages and notes payable, at fair vaiye $ 1,987,360 $ — 1,987,360 $ —
Interest rate swaps (in accounts payable, accrxeehses and other liabilities) 9,36¢ — 9,36¢ —
Non-qualified deferred compensation obligationgacounts payable, accrued
expenses and other liabilities) 3,35¢ 3,35¢ — —
Contingent consideration to acquire real estatetags accounts payable, accruec
expenses and other liabilities) 563 — — 565
Financing obligations, at fair valyg 23,25: — — 23,25:
Total Liabilities $ 2,023,90. $ 3,35¢ 1,996,73. $ 23,81t
Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2011 or Liabilities Inputs Inputs
Assets:
Mortgages and notes receivable, at fair valye $ 18,99( $ — 1899( $ —
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) 3,14¢ 3,14¢ — —
Tax increment financing bond (in prepaid expensesather assets) 14,78¢ — — 14,78¢
Impaired real estate assets and for-sale residlentidominiums 12,767 — — 12,767
Total Assets $ 49,69: % 3,14¢ 18,99( $ 27,55¢
Noncontrolling Interests in the Operating Partnershp $ 110,65 $ 110,65! — % —
Liabilities:
Mortgages and notes payable, at fair valye $ 1,959,433 $ — 1,95943 $ =
Interest rate swaps (in accounts payable, accrxgehses and other liabilities) 2,20z — 2,20z —
Non-qualified deferred compensation obligationg@tounts payable, accrued
expenses and other liabilities) 3,14¢ 3,14¢ — —
Financing obligations, at fair valyg 17,57: — — 17,57:
Total Liabilities $ 1,982,36 $ 3,14¢ 1,961,64 $ 17,57:

(1) Amounts recorded at historical cost on oansblidated Balance Sheets at December 31, 2012C4rid, respectively.
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11. Disclosure About Fair Value of Financial Instrumens —Continued

The following table sets forth the changes in oawél 3 asset and liability, which are recordedaat ¥alue on our Consolidated Bala
Sheets on a recurring basis:

December 31,

2012 2011
Asset:

Tax Increment Financing Bond:

Beginning balance $ 14,78¢ $ 15,69¢
Principal repayment (703) (1,145
Unrealized gains (in AOCL) 411 234

Ending balance $ 14,49%¢ $ 14,78¢

Liability:

Contingent Consideration to Acquire Real Estate Agss:

Beginning balance $ — ¢ =
Fair value at acquisition date 677 —
Unrealized gains (in general and administrativecesps) (1149 —

Ending balance $ 56 $ —

During 2007, we acquired a tax increment finandingd associated with a parking garage developagbyhis bond amortizes to maturity
2020 . The estimated fair value at December 312 2@s $1.9 milliorbelow the outstanding principal due on the bonthéfdiscount rate usec
fair value this bond was 100 basis points highelowoer, the fair value of the bond would have b&8rb million lower or $0.5 milliorhigher
respectively, as of December 31, 201%/e intend to hold this bond and have concluded e will not be required to sell this bond be
recovery of the bond principal. Payment of the @pal and interest for the bond is guaranteed by\es have recorded no credit losses relat
the bond during the years ended December 31, 20d2@11. There is no legal right of offset with the liatyi] which we report as a financi
obligation, related to this tax increment financband.

The following table sets forth quantitative infortioa about the unobservable inputs of our Leves8eaand liability, which are recordec
fair value on our Consolidated Balance Sheetsm@tarring basis:

Fair Value at Valuation Unobservable Rate/
December 31, 2012 Technique Input Percentage
Asset:
Tax increment financing bond $ 14,49¢ Income approach Discount rate 10.3%%
Liability:
Contingent consideration to acquire real estatetass $ 562 Income approach Payout percentage 75.0(%
12. Equity

Common Stock Issuances

The Company has entered into equity sales agresmétit various financial institutions to offer asdll, from time to time, shares of
Common Stock by means of ordinary brokers' traimaston the New York Stock Exchange or otherwisaaitket prices prevailing at the time
sale, at prices related to prevailing market pricest negotiated prices or as otherwise agreel aity of the institutions. During 201 2he
Company issued 7,245,837 shares of Common Stockriuthdse agreements at an average gross price3di2§3er share and received
proceeds, after sales commissions and expens&g36f4 million . During 2011, the Company issue®,280shares of Common Stock un
these agreements at an average gross price ofdh3er&hare and received net proceeds, after saesissions, of $13.1 million .
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12. Equity - Continued
Common Stock Dividends

Dividends declared and paid per share of CommockStggregated $1.70 for each of the years endedrblger 31, 2012 , 2011 and 2010 .

The following table sets forth the estimated takigtio the common stockholders of dividends peaarstfor federal income tax purposes:

Year Ended December 31,

2012 2011 2010
Ordinary income $ 126 % 1.1 % 0.41
Capital gains 0.24 — 0.44
Return of capital 0.1¢ 0.5t 0.8t
Total $ 1.7¢ % 1.7¢ % 1.7C

Our tax returns have not been examined by therlaté&tevenue Service (“IRSnd, therefore, the taxability of dividends is gabjto chang

Preferred Stock

In 2011, we redeemed the remaining 2.1 millmutstanding 8.0% Series B Cumulative Redeemabléfed Shares for an aggrec
redemption price of $52.5 million , excluding acedwdividends. In connection with this redemptidme $1.9 millionexcess of the redemption ¢
over the net carrying amount of the redeemed shegisgecorded as a reduction to net income aveifaplcommon stockholders.

The following table sets forth our Preferred Stock:

Annual
Number of Liquidation Dividends
Shares Carrying Preference Per Optional Payable Per
Preferred Stock Issuances Issue Date Outstanding Value Share Redemption Date Share
(in thousands)
December 31, 2012
8.625% Series A Cumulative Redeemable 2/12/1997 2¢ $ 29,077 % 1,00(¢ 2/12/2027 $ 86.2¢
December 31, 2011
8.625% Series A Cumulative Redeemable 2/12/1997 2¢ $ 29,077 % 1,00(¢ 2/12/2027 $ 86.2¢

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

Year Ended December 31,

2012 2011 2010

8.625% Series A Cumulative Redeemable:
Ordinary income $ 72.46 3 86.2t 3 41.8C
Capital gains 13.7¢ — 44.4F
Total $ 86.2t $ 86.2t $ 86.2¢

8.000% Series B Cumulative Redeemable:
Ordinary income $ — 3 108 $ 0.97
Capital gains — — 1.0¢
Total $ — % 108 $ 2.0C
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12. Equity - Continued
Our tax returns have not been examined by therlaté&evenue Service (“IRSnd, therefore, the taxability of dividends is sdjto chang
Warrants

At December 31, 2012 and 2011 , there were 15,0@ants outstanding with an exercise price of $Bp&r share. These warrants haw
expiration date.

Dividend Reinvestment Plan

We have a Dividend Reinvestment and Stock Purckéme (‘DRIP”) under which holders of Common Stock may elect tmraatically
reinvest their dividends in additional shares offdmon Stock and make optional cash payments fotiaddl shares of Common Stock. We t
elect to satisfy DRIP obligations by issuing adiifil shares of Common Stock or instructing the D&iRinistrator to purchase Common S
in the open market.

13. Employee Benefit Plan
Officer, Management and Director Compensation Progams

Our officers participate in an annual neqtlity incentive program whereby they are eligfbleincentive cash payments based on a perce
of their annual base salary. Each officer has getaannual non-equity incentive payment percentiageranges from 30% to 13086 base salal
depending on the officer's position. The offiee@ctual incentive payment for the year is the pecoaf the target annual incentive payn
percentage times a “performance factor,” which reenge from zero to 200%This performance factor depends upon the relshipnbetween ho
various performance criteria compare with predeieech goals. For an officer who has division resjiulises, goals for certain performar
criteria are based partly on the division’s actptformance relative to that divisienestablished goals and partly on actual totalopexdnce
Incentive payments are accrued and expensed yetreearned.

Certain other employees participate in an annuatetuity incentive program whereby a target annush ¢acentive payment is establis
based upon the job responsibilities of their positiincentive payment eligibility ranges from 10% 30% of annual base salary. The ac
incentive payment is determined by our overall geniance and the individualperformance during each year. These incentivepats are als
accrued and expensed in the year earned.

Our officers generally receive annual grants o€lstoptions and restricted stock on or about Mardf dach year. Restricted stock grants
also made annually to directors and certain othmggl@yees. Except as set forth in the next sentaticielends received on restricted stock are non
forfeitable and are paid at the same rate and erséime date as on shares of Common Stock. Commgeinc2012 with respect to shares
restricted stock issued to our chief executiveceffiand subject to any delay in payment that weeglilt in adverse tax consequences L
Section 409A of the Code, dividends will accumulatel be payable only if and to the extent the shaest. Dividends paid on subseque
forfeited shares are expensed. Additional totalrrebased restricted stock may be issued at thekti: threerear periods if actual performar
exceeds certain levels of performance. Such additishares, if any, would be fully vested when éssUNo expense is recorded for additi
shares of total return-based restricted stockrtieat be issued at the end of the thyear period since that possibility is reflectedhia grant dai
fair value. The following table sets forth the nienbf shares of Common Stock reserved for futigeance:

December 31,

2012 2011
Outstanding stock options and warrants 1,144,30! 1,224,45!
Possible future issuance under equity incentivagla 2,047,551 2,363,69!

3,191,85! 3,588,15!
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13. Employee Benefit Plans Continued

Of the possible future issuance under equity ineerglans at December 31, 2012 , no more than @l&mcan be in the form of restrict
stock. At December 31, 2012 , we had 119.7 milfemaining shares of Common Stock authorized ta$fed under our charter.

During the years ended December 31, 2012 , 201126846 , we recognized $7.6 million , $6.1 millionda$6.6 million, respectively, ¢
share-based compensation expense. Because REI@®iyedo not pay income taxes, we do not reabizebtenefits on shafdgased payments.
December 31, 2012 , there was $4.5 million of tatalecognized shafeased compensation costs, which will be recogniet vesting perioc
that have a weighted average remaining term oj@ads.

- Stock Options

Stock options issued prior to 2005 vest ratablyrdgar years and remain outstanding forydars. Stock options issued beginning in :
vest ratably over a four -year period and remaistanding for sevegears. The value of all options as of the daterahgis calculated using t
Black-Scholes option-pricing model and is amortipedr the respective vesting or service period. fEirevalues of options granted during 2012
2011 and 2010 were $5.47 , $6.47 and $4.8&pectively, per option. The fair values of tptions granted were determined at the grant
using the following assumptions:

2012 2011 2010
Risk free interest rate) 1.1% 2.4% 2.€%
Common stock dividend yield) 5.2% 5.C% 5.%
Expected volatility3) 33.% 32.5% 32.2%
Average expected option life (years) 5.7t 5.7t 5.7t

(1) Represents the interest rate as of the grant datéSareasury bonds having the same life as thmatstd life of the option gran
(2) The dividend yield is calculated utilizing tH&ridends paid for the previous onear period and the per share price of Common Sindke date of grai
(3) Based on the historical volatility of Common Staxler a period relevant to the related stock opgiant

(4) The average expected option life is based on aysieaf our historical dat

The following table sets forth stock option actvit

Options Outstanding

Weighted
Number of Average Exercise
Shares Price
Balances at December 31, 2009 1,467,77. $ 27.1¢
Options granted 190,82¢ 29.0¢
Options exercised (178,409 22.5¢
Balances at December 31, 2010 1,480,191 27.9¢
Options granted 146,58: 33.9:¢
Options exercised (417,32) 26.7¢
Balances at December 31, 2011 1,209,45! 29.0¢
Options granted 190,88t 31.97
Options exercised (271,03) 26.81
Balances at December 31, 2002 (2) 1,129.30¢  $ 30.1(
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13. Employee Benefit Plans Continued

(1) The outstanding options at December 31, 2@tRehweighted average remaining life of Bears

(2) We have 634,550 options exercisable at DeceBhe2012 with a weighted average exercise prick30.75 , weighted average remaining life of gehr:
and intrinsic value of $2.6 million . Of these esisable options, 173,00@ad exercise prices higher than the market priceusf Common Stock
December 31, 2012 .

Cash received or receivable from options exercigas $7.4 million , $11.9 million and $4.4 millionrfthe years ended December 31, 2012
2011 and 2010 , respectively. The total intrinsatue of options exercised during the years endezbiber 31, 2012 , 2011 and 2010 Bas<
million , $3.0 million and $1.7 million , respeatly. The total intrinsic value of options outstargliat December 31, 2012 , 2011 and 20&3
$5.0 million , $3.3 million and $7.2 millionrespectively. We generally do not permit the ceth settlement of exercised stock options, b
permit net share settlement so long as the shacesved are held for at least one year. We havelieypof issuing new shares to satisfy st
option exercises.

- Time-Based Restricted Stock

Shares of time-based restricted stock issued toeo#f and employees generally vest 26f0the first, second, third and fourth anniver
dates, respectively. Shares of time-based restrtteck issued to directors generally vest 28%January 1 of each successive year after the
date. The value of grants of tinhased restricted stock is based on the market \wl@®mmon Stock as of the date of grant and isrtireal tc
expense over the respective vesting or servicegeri

The following table sets forth time-based restdcitock activity:

Weighted
Average Grant
Number of Shares  Date Fair Value

Restricted shares outstanding at December 31, 2009 316,07: $ 28.6(
Awarded and issued) 88,93( 29.0¢
Vested2) (138,74% 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32t 27.0¢
Awarded and issued) 76,96¢ 33.7(
Vested(2) (116,63) 30.6¢
Restricted shares outstanding at December 31, 2011 224,66 28.0z2
Awarded and issued) 90,98¢ 32.27
Vested(2) (92,239 27.1¢
Forfeited (903 30.12
Restricted shares outstanding at December 31, 2012 22250:  $ 30.3]

(1) The fair value at grant date of time-basedrietsd stock issued during the years ended Decefhe2012 , 2011 and 2010 was $2.9 millick2,6 millior
and $2.6 million , respectively.

(2) The vesting date fair value of time-basedrietetd stock that vested during the years endeceidber 31, 2012 , 2011 and 2010 was $2.9 milli&3.¢
million and $4.3 million , respectively. Vested stminclude those shares repurchased for withhpldires.
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13. Employee Benefit Plans Continued
- Total Return-Based Restricted Stock

During 2012 , 2011 and 2010 , we issued sharestaf teturn-based restricted stock to officers thiditvest from zero to 250%ased on (:
our absolute total returns for certain pre-deteedithree year periods relative to defined target returns @)dvhether our total return exceeds
average total returns of a selected group of peempanies. The grant date fair value of such shafdstal returnbased restricted stock v
determined to be $38.71 , $41.02 and $29.@spectively, of the market value of a share @m@on Stock as of the grant date and is amoi
over the respective three-year period. The faineslof the total returhased restricted stock granted were determindueagriant dates using
following assumptions:

2012 2011 2010
Risk free interest rate) 0.4% 1.C% 1.2%
Common stock dividend yield) 5.4% 5.4% 5.€%
Expected volatility3) 43.1% 42.8% 42.5%

(1) Represents the interest rate as of the gatet@h US treasury bonds having the same lifeeasdtimated life of the total retubased restricted stock gral
(2) The dividend yield is calculated utilizing tHevidends paid for the previous onear period and the per share price of Common Sindke date of grai

(3) Based on the historical volatility of Commoto&k over a period relevant to the related totalmmebased restricted stock gre

The following table sets forth total return-basesitricted stock activity:

Weighted

Number of Average Grant

Shares Date Fair Value

Restricted shares outstanding at December 31, 2009 202,77 $ 22.0%
Awarded and issued) 77,624 29.0¢
Vested2) (47,257 38.5(
Forfeited (1,307%) 22.9¢
Restricted shares outstanding at December 31, 2010 231,83! 21.0:
Awarded and issued) 57,38¢ 41.02
Vested(2) (66,41 13.7¢
Forfeited (99,97%) 13.7¢
Restricted shares outstanding at December 31, 2011 122,82¢ 34.8¢
Awarded and issued) 67,902 38.71
Vested(2) (32,729 29.47
Forfeited (32,72 29.4%
Restricted shares outstanding at December 31, 2012 12528t $ 32.8i

(1) The fair value at grant date of total retueséd restricted stock issued during the years ebgedmber 31, 2012 , 2011 and 2010 was $2.6 mill&h<4
million and $2.3 million , respectively. There were performance-based restricted stock issued gubaeto 2008.

(2) The vesting date fair value of total returrsdéséh and other types of performance-based restistbett that vested during the years ended Dece8ihe2012,
2011 and 2010 was $1.1 million , $2.0 million aridébmillion , respectively. Vested shares includese shares repurchased for withholding taxes.
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13. Employee Benefit Plans Continued
Retirement Plan

We have adopted a retirement plan applicable teraployees, including officers, who, at the timerefirement, have at least §@ars o
continuous qualified service or are at least 55yeéd and have at least Y$@ars of continuous qualified service. Subjectdvaace retireme
notice and execution of a n@empete agreement with us, eligible retirees atidezhto receive a pro rata amount of the annoieémtive payme
earned during the year of retirement. Stock optams restricted stock granted by us to such eégibliree during his or her employment wouls
non-forfeitable and vest according to the termghefr original grants. For employees who meet e and service eligibility requiremeni€0%
of their annual grants are expensed at the grdetasaif fully vested.

Deferred Compensation

Prior to 2010, officers could elect to defer allaoportion of their base salary and/or amountseshunder our annual naguity incentivi
plan, which was then invested in unrelated mutuatlé under our noqualified deferred compensation plan. These investsare recorded at
value, which aggregated $3.4 million and $3.1 wnillat December 31, 2012 and 2Qlrespectively, and are included in prepaid experess
other assets, with an offsetting deferred compé@nrsadiability recorded in accounts payable, accrgsgbenses and other liabilities. Defel
amounts ultimately payable to the officers andaoes are based on the value of the related métudl investments. Accordingly, changes in
value of the unrelated mutual funds are recordedntarest and other income and the correspondirfgettihg changes in the defer
compensation liability are recorded in general addhinistration expense. As a result, there is fecebn our net income. Prior to 2006, offic
could elect to defer cash compensation for investrire units of phantom stock. At the end of eaclermdar quarter, any person who defe
compensation into phantom stock was credited wiftswof phantom stock at a 158iscount. Dividends on the phantom units were asslim b
issued in additional units of phantom stock at % thiscount. By the terms of the plan, the cash vafual phantom stock outstanding under
plan was reinvested in unrelated mutual funds d&3eakember 31, 2011.

The following table sets forth our deferred compdias liability:

Year Ended December 31,

2012 2011 2010
Beginning deferred compensation liability $ 3,14¢ 4,091 $ 6,89¢
Contributions to deferred compensation plans — 54k 22¢
Mark-to-market adjustment to deferred compensdiimgeneral and administrative expenses) 47E (119 24¢€
Distributions from deferred compensation plans (270 (1,369 (3,289
Total deferred compensation liability $ 335 § 314¢  § 4,091

401(k) Savings Plan

We have a 401(k) savings plan covering substaytidllemployees who meet certain age and employeréstia. We contribute amounts
each participant at a rate of 75% of the employeeigtribution (up to 6% of each employee’sweekly salary and cash incentives subje
statutory limits). During the years ended Decen#der2012 , 2011 and 2010 , we contributed $1.0ionill $1.1 million and $1.0 million
respectively, to the 401(k) savings plan. The asskthis qualified plan are not included in oumSolidated Financial Statements since the &
are not owned by us. Administrative expenses opthe are paid by us.
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13. Employee Benefit Plans Continued
Employee Stock Purchase Plan

We have an Employee Stock Purchase Plan pursuavitioh employees generally may contribute up to 25%eir cash compensation
the purchase of Common Stock. At the end of eaokethonth offering period, each participant's accouatatoce, which includes accrt
dividends, is applied to acquire shares of CommimgkSat a cost that is calculated at 86%the average closing price on the New York S
Exchange on the five consecutive days precedin¢pitelay of the quarter. In the years ended Deeedb, 2012 , 2011 and 201the Compan
issued 34,126 , 30,826 and 27,3Iares, respectively, of Common Stock under thel@®ap Stock Purchase Plan. The discount on newtlet
shares is expensed by us as additional compensatibaggregated $0.2 million , $0.2 million andi$@iillion in the years endddecember 3:
2012, 2011 and 2010, respectively.

14. Accumulated Other Comprehensive Los

The following table sets forth the components afuaculated other comprehensive loss:

December 31

2012 2011

Tax increment financing bond:

Beginning balance $ (2,309 $ (2,549

Unrealized gains on tax increment financing bond 411 234

Ending balance (1,899 (2,309
Cash flow hedges:

Beginning balance (3,425 (1,10%

Unrealized losses on cash flow hedges (10,359 (2,209

Amortization of cash flow hedges 3,05 (11¢)

Ending balance (10,730 (3,425
Total accumulated other comprehensive loss $ (12,629 ¢ (5,739
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15. Rental and Other Revenues; Rental Property and OtheExpense:

Our real estate assets are leased to customers opel@ting leases. The minimum rental amounts utidgeleases are generally subjec
scheduled fixed increases. Generally, the leasespbvide that we receive cost recovery incomenfoustomers for increases in certain ¢

above the base-year costs. The following tablefeets rental and other revenues from continuingrapions:

Year Ended December 31,

2012 2011 2010

Contractual rents, net $ 439,61( $ 402,27  $ 379,55«
Straight-line rental income, net 18,77¢ 12,17 10,58:
Amortization of lease incentives (1,429 (1,349 (1,209
Cost recovery income, net 41,28¢ 35,56: 41,10:
Lease termination fees 1,84¢ 2,43¢ 2,93¢
Fee income 4,96¢ 5,571 5,46¢€
Other miscellaneous operating revenues 11,03¢ 6,761 2,397

$ 516,10. $ 463,44 $ 440,83¢

The following table sets forth scheduled future imimm base rents to be received from customersfsds in effect at December 31, 264r2

the Wholly Owned Properties:

2013
2014
2015
2016
2017
Thereafter

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

$ 463,91
430,27¢
378,02:
325,97(
267,53(
878,89:

$ 2,744,601

Year Ended December 31,

2012 2011 2010
Utilities, insurance and real estate taxes $ 100,95¢ $ 92,11¢ $ 86,01:
Maintenance, cleaning and general building 69,02¢ 58,91( 54,42
Property management and administrative expenses 12,54: 11,29 10,83:
Other miscellaneous operating expenses 4,91( 5,52¢ 4,504
$ 187,43: $ 167,85! $ 155,77:

97




Table of Contents
HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sire data)

16. Discontinued Operation:

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

Year Ended December 31,

2012 2011 2010
Rental and other revenues $ 10,22 $ 21,00: $ 23,917
Operating expenses:
Rental property and other expenses 3,76¢ 8,86t 9,27:
Depreciation and amortization 2,00¢ 5,25¢ 5,92¢
Total operating expenses 5,77¢ 14,12 15,19¢
Interest expense 28¢ 48¢ 421
Income from discontinued operations 4,062 6,392 8,291
Net gains/(losses) on disposition of discontinugerations 29,45¢ 2,57: (86)
Total discontinued operations $ 33517 $ 8,96t $ 8,211
Carrying value of assets held for sale and asséidisat qualified for discontinued operations dgrthe
year $ 122,86: $ 137,23 $ 165,24

The following table sets forth the major classeasdets and liabilities of our real estate andraibsets, net, held for sale and liabilities
for sale:

December 31,

2012 2011
Assets:

Land $ — 3 14,077
Buildings and tenant improvements — 135,01
Less - accumulated depreciation — (32,259
Net real estate assets — 116,83t
Accrued straight-line rents receivable — 6,52(
Deferred leasing costs, net — 811
Prepaid expenses and other assets — 10€
Real estate and other assets, net, held for sale $ — 3 124,27:

Liabilities:
Mortgages and notes payable $ — 34,30
Accrued expenses and other liabilities — 214
Financing obligations — 1,29¢
Liabilities held for sale $ — 8 35,81t

As of December 31, 2012 , there were no real eatadeother assets, net, held for sale. As of Deee®b, 2011, real estate and other ass
net, held for sale included five office propertiedNashville, TN, one office property in Pinellas@ty, FL, one office property and 96 residel
units in Kansas City, MO and three buildings ink¥an, MS and Atlanta, GA. All of these propertiaslified for discontinued operations
2012.
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17. Earnings Per Shar¢

The following table sets forth the computation a$ie and diluted earnings per share:

Earnings per Common Share - basic:
Numerator:
Income from continuing operations
Net (income) attributable to noncontrolling inteéeeis the Operating Partnership from continuingrapiens
Net (income) attributable to noncontrolling inteeei® consolidated affiliates from continuing operas
Dividends on Preferred Stock
Excess of Preferred Stock redemption/repurchageoves carrying value
Income from continuing operations available for coom stockholders
Income from discontinued operations
Net (income) attributable to noncontrolling inteseis the Operating Partnership from discontinugerations
Income from discontinued operations available fammon stockholders
Net income available for common stockholders
Denominator:
Denominator for basic earnings per Common Shareighted average sharg@s (2)
Earnings per Common Share - basic:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders
Net income available for common stockholders
Earnings per Common Share - diluted:
Numerator:
Income from continuing operations
Net (income) attributable to noncontrolling inteései® consolidated affiliates from continuing op@ras
Dividends on Preferred Stock
Excess of Preferred Stock redemption/repurchageowes carrying value

Income from continuing operations available for coom stockholders before net (income) attributable

noncontrolling interests in the Operating Partnigrsh

Income from discontinued operations available fimmon stockholders

Net income available for common stockholders befate(income) attributable to noncontrolling intsee

in the Operating Partnership
Denominator:
Denominator for basic earnings per Common Shareghtex] average sharés (2)
Add:
Stock options using the treasury method

Noncontrolling interests Common Units

Denominator for diluted earnings per Common Shaadjusted weighted average shares and assumed
conversiong 1)

Earnings per Common Share - diluted:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders

Net income available for common stockholders

99

Year Ended December 31,

2012 2011 2010
50,71¢  $ 39,006 $ 64,00
(2,260) (1,649 (2,909

(786) (755) (488)
(2,509 (4,559 (6,709
— (1,89%) —
45,16: 30,15¢ 53,99:
33,517 8,96¢ 8,211
(1,599 (44€) (415)
31,92: 8,51¢ 7,79¢
77,087 $ 38,677 $ 61,79(
75,81 72,28 71,57
06C $ 04z $ 0.7t
0.4z 0.1z 0.11
1.0:  $ 05, $ 0.8¢
50,71¢  $ 39,006 $ 64,00
(786) (758) (488)
(2,509 (4,559 (6,709
— (1,89%) —
47,42: 31,80: 56,89¢
33,51 8,96¢ 8,211
80,94 $ 40,76¢  $ 65,11
75,81 72,28 71,57
122 13€ 19¢
3,74¢ 3,77: 3,80:
79,67 76,18¢ 75,57
06C $ 04z $ 0.7t
0.4z 0.1z 0.11
10:  $ 05/ $ 0.8¢
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17. Earnings Per Share -Continued

(1) There were 0.5 million, 0.4 million and 0.7 milli@ptions outstanding during the years ended DeeeBth 2012 , 2011 and 201@espectively, that we
not included in the computation of diluted earnipgs share because the impact of including sudbroptvould be anti-dilutive

(2) Includes all unvested restricted stock since divitieon such restricted stock are rfiorfeitable
18. Income Taxe!

Our Consolidated Financial Statements include therations of our taxable REIT subsidiary, whichsigoject to federal, state and Ic
income taxes on its taxable income. As a REIT, vag aiso be subject to federal excise taxes if vgage in certain types of transactions.

The minimum dividend per share of Common Stock iregufor us to maintain our REIT status was $1.81.01 and $0.32 per share in 2012
2011 and 2010 respectively. Continued qualification as a REEpends on our ability to satisfy the dividend distion tests, stock ownersl
requirements and various other qualification tgstscribed in the Code. The tax basis of our agsetsof accumulated tax depreciation
amortization) and liabilities was approximately%Billion and $2.0 billion , respectively, at Dedeen 31, 2012 and $2.7 billion and $2.0 billion
respectively, at December 31, 2011 .

During the years ended December 31, 2012 , 20112amh@d, the Company qualified as a REIT, distributed rtleeessary amount of taxa
income and, therefore, incurred no federal incomre éxpense; accordingly, the only federal incomesgaincluded in the accompany
consolidated financial statements are in connegtiitim our taxable REIT subsidiary.

The taxable REIT subsidiary has operated at a aiimal taxable loss through December 31, 2012 of $dllion . In addition to the$2.1
million deferred tax asset for these cumulative ltass carryforwards, the taxable REIT subsidiagodhad net deferred tax liabilities $2.2
million comprised primarily of tax versus book basis ddferes in certain investments held by the taxabld R&bsidiary. At December 31, 20
the taxable REIT subsidiary had a $0.4 milliwet deferred asset position that was fully resewill a valuation allowance. The taxable R
subsidiary incurred $0.1 millioof deferred income tax expense in 2012, includimg release of this valuation allowance. Income gae nc
material to our operating results or financial fiosi

We recorded state income tax expense in rentakepippnd other expenses of $0.1 million , $0.1ligmlland $0.1 milliorfor the years end:
December 31, 2012, 2011 and 2010, respectively.

We are subject to federal, state and local incarexaminations by tax authorities for 2009 thro2gh?2 .
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sire data)

19. Segment Informatior

Our principal business is the operation, acquisiiad development of rental real estate propeMi&sevaluate our business by product
and by geographic location. Each product type fiféereint customers and economic characteristide asntal rates and terms, cost per square
of buildings, the purposes for which customersthgespace, the degree of maintenance and custapeors$ required and customer depend
on different economic drivers, among others. Therafing results by geographic grouping are alsaleely reviewed by our chief operati
decision maker for assessing performance and ptirposes. There are no material inter-segmentactings.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i8ttes. All operations are within 1
United States and, at December 31, 2012 , no simgdomer of the Wholly Owned Properties generatede than 10.0%f our consolidate
revenues on an annualized basis.

The following table summarizes the rental and otteenues and net operating income, the primarysiimg propertylevel performanc
metric which is defined as rental and other reveress rental property and other expenses, for regartable segment:

Year Ended December 31,

2012 2011 2010
Rental and Other Revenues(1)

Office:
Atlanta, GA $ 61,947 $ 49,52 % 44,48(
Greenville, SC 13,39¢ 14,07¢ 13,61:
Kansas City, MO 15,00¢ 13,79¢ 14,16(
Memphis, TN 36,83: 36,80 31,47¢
Nashville, TN 56,54: 53,64¢ 52,15¢
Orlando, FL 11,16¢ 10,23 11,61:
Piedmont Triad, NC 21,56¢ 20,64¢ 21,16
Pittsburgh, PA 38,79¢ 10,96: —
Raleigh, NC 81,62« 78,63¢ 75,71«
Richmond, VA 47,31( 47,52t 47,17¢
Tampa, FL 69,38: 68,24( 71,06(
Total Office Segment 453,56¢ 404,08 382,61:

Industrial:

Atlanta, GA 12,80¢ 13,26¢ 12,33t
Piedmont Triad, NC 12,51¢ 11,82} 12,37:
Total Industrial Segment 25,32: 25,09: 24,707

Retail:
Kansas City, MO 37,21 34,26¢ 33,51¢
Total Retail Segment 37,21 34,26¢ 33,51¢
Total Rental and Other Revenues $ 516,10 $ 463,44«  § 440,83t
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
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19. Segment Information - Continued

Year Ended December 31,

2012 2011 2010
Net Operating Income: (1)
Office:
Atlanta, GA $ 39,30¢ $ 31,077 % 27,60%
Greenville, SC 7,612 8,33¢ 8,14:
Kansas City, MO 9,51¢ 8,37¢ 8,82¢
Memphis, TN 21,84¢ 20,87« 18,64(
Nashville, TN 38,83 36,58¢ 35,45!
Orlando, FL 5,841 5,187 6,25¢€
Piedmont Triad, NC 13,32t 13,04: 13,88¢
Pittsburgh, PA 19,54¢ 5,45( —
Raleigh, NC 56,62¢ 54,69¢ 52,34
Richmond, VA 32,407 31,28: 32,03t
Tampa, FL 43,11« 42,37: 44,62:
Total Office Segment 287,97: 257,27 247,81(
Industrial:
Atlanta, GA 9,282 9,78( 8,73¢
Piedmont Triad, NC 9,14¢ 8,65 9,031
Total Industrial Segment 18,43: 18,43: 17,77:
Retail:
Kansas City, MO 22,52¢ 20,15} 19,927
Total Retail Segment 22,52¢ 20,157 19,927
Residential:
Raleigh, NC (a7¢) (29%) (362)
Total Residential Segment (a7¢) (29%) (362)
Corporate and othez) (86) (76) (81
Total Net Operating Income 328,66¢ 295,59: 285,06!
Reconciliation to income from continuing operationsbefore disposition of property,
condominiums and investments in unconsolidated affates and equity in earnings of
unconsolidated affiliates:
Depreciation and amortization (156,319 (137,89() (130,23)
Impairments of real estate assets — (2,429 —
General and administrative expenses (37,37) (35,72) (32,94¢)
Interest expense (96,11 (95,510 (92,95))
Other income 6,38( 7,36: 5,651
Income from continuing operations before dispositd property, condominiums and
investments in unconsolidated affiliates and eqjuityarnings of unconsolidated affiiates ~ $ 4523¢  $ 31,3% $ 34,59

(1) Net of discontinued operatiol

(2) Negative NOI with no corresponding revenues reprssexpensed real estate taxes and other carrgstg associated with land held for developmentit
currently zoned for the respective product type.
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19. Segment Information - Continued

Total Assets:
Office:
Atlanta, GA
Greenville, SC
Kansas City, MO
Memphis, TN
Nashville, TN
Orlando, FL
Piedmont Triad, NC
Pittsburgh, PA
Raleigh, NC
Richmond, VA
Tampa, FL
Total Office Segment
Industrial:
Atlanta, GA
Piedmont Triad, NC
Total Industrial Segment
Retail:
Kansas City, MO
Total Retail Segment
Residential:
Kansas City, MO
Raleigh, NC
Total Residential Segment
Corporate and other

Total Assets

HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sire data)

December 31,

2012 2011
$ 495,178 $ 359,22¢
69,13¢ 69,66¢
84,53¢ 86,02¢
225,54: 265,25¢
314,70¢ 325,27:
51,37 46,54°
144,40« 115,09¢
330,97¢ 227,96
479,99! 468,49:
246,27¢ 254,36
386,67¢ 394,56¢
2,828,79 2,612,48:
115,33( 133,64(
76,01 78,08:
191,34: 211,72:
166,03( 170,71
166,03( 170,71
— 5,707
8 4,76¢
8 10,47¢
164,25: 175,59:
$ 3,350,421 % 3,180,99:
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HIGHWOODS PROPERTIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

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

20. Quarterly Financial Data (Unaudited)

The following tables set forth quarterly finandiaformation and have been adjusted to reflect disnaed operations:

Rental and other revenugs

Income from continuing operatios
Income from discontinued operationg
Net income

Net (income) attributable to noncontrolling inteees the
Operating Partnership

Net (income) attributable to noncontrolling intetgeis
consolidated affiliates

Dividends on Preferred Stock
Net income available for common stockholders
Earnings per Common Share-basic:

Income from continuing operations available for coom
stockholders

Income from discontinued operations available fonmon
stockholders

Net income available for common stockholders

Earnings per Common Share-diluted:

Income from continuing operations available for coom
stockholders

Income from discontinued operations available fonmon
stockholders

Net income available for common stockholders

Year Ended December 31, 2012

First Second Third Fourth

Quarter Quarter Quarter Quarter Total
$ 125,58: $ 128,320 $ 128,21: $ 133,98: $ 516,10:
11,41¢ 11,371 12,31 15,60¢ 50,71¢
6,91 3,121 23,48: — 33,517
18,33: 14,49¢ 35,79¢ 15,60¢ 84,23
(827) (68€) (1,659 (68¢) (3,859
(1849 (223) (159 (220) (78€)
(627) (627) (627) (627) (2,509
$ 16,69 $ 12,96: $ 33,357 % 14,07¢ $ 77,085
$ 014 $ 0.1z $ 0.1t $ 0.1 $ 0.6C
0.0¢ 0.0 0.2¢ — 0.4z
$ 02: $ 017 $ 04, $ 0.1 $ 1.0z
$ 014 $ 0.1z $ 014 $ 0.1 $ 0.6C
0.0¢ 0.04 0.2¢ —_ 0.4z
$ 02: $ 017 $ 04: $ 0.1 $ 1.0z
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20. Quarterly Financial Data (Unaudited)

Year Ended December 31, 2011

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenugs $ 110,04 $ 112,18 $ 117,268 $ 123,947 $ 463,44«
Income from continuing operations 10,67: 12,57 3,957 11,80¢ 39,00¢
Income from discontinued operations 1,772 1,86: 4,281 1,04¢ 8,96¢
Net income 12,44 14,43« 8,241 12,85( 47,97:
Net (income) attributable to noncontrolling inteeeis the
Operating Partnership (507) (623) (36€) (595) (2,09
Net (income) attributable to noncontrolling integeis
consolidated affiliates (129 (182) (249) (207) (755)
Dividends on Preferred Stock (1,677 (1,629 (627) (627) (4,557
Excess of Preferred Stock redemption/repurchageoves
carrying value — (1,895 — — (1,895
Net income available for common stockholders $ 10,13¢ $ 10,11: $ 7,002 3 11,427 $ 38,677
Earnings per Common Share-basic:
Income from continuing operations available for coom
stockholders $ 01z $ 01z $ 0.0 $ 014 $ 0.4z
Income from discontinued operations available fonmon
stockholders 0.0z 0.0z 0.0¢€ 0.0z 0.12
Net income available for common stockholders $ 014 % 014 % 0.1C $ 0.1€ $ 0.54
Earnings per Common Share-diluted:
Income from continuing operations available for coom
stockholders $ 01z $ 01z $ 0.0¢ % 014 $ 0.4z
Income from discontinued operations available fonmon
stockholders 0.0z 0.0z 0.0¢€ 0.0z 0.12
Net income available for common stockholders $ 014 ¢ 014 $ 0.1C $ 0.1 $ 0.54
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20. Quarterly Financial Data (Unaudited) —Continued

(1) The amounts presented may not equal to theuatsqreviously reported in the most recent ForrQ$0or prior 10K for each period as a result
discontinued operations. Below is the reconciliatio the amounts previously reported:

Quarter Ended
March 31, June 30, September 30,
2012 2012 2012

Rental and other revenues, as reported $ 129,94: $ 130,73 $ 128,21

Discontinued operations (4,360 (2,419 —

Rental and other revenues, as adjusted $ 125,580 $ 128,320 $ 128,21

Income from continuing operations, as reported $ 13,11t $ 12,357 $ 12,31

Discontinued operations (1,696 (980) —

Income from continuing operations, as adjusted $ 11,41¢  $ 11,377 $ 12,31

Income from discontinued operations, as reported $ 5217 $ 2,141 % 23,48
Additional discontinued operations from propersetd subsequent to the respective reporting

period 1,69¢ 98( —

Income from discontinued operations, as adjusted $ 6,91 $ 3121 § 23,48

Quarter Ended
March 31, June 30, September 30, December 31,
2011 2011 2011 2011

Rental and other revenues, as reported $ 114,35. $ 114,65. $ 117,26¢ $ 128,73(

Discontinued operations (4,309 (2,46€) — (4,787

Rental and other revenues, as adjusted $ 110,04 $ 112,18 $ 117,268  $ 123,94

Income from continuing operations, as reported $ 11,90: $ 13,69 $ 3,957 $ 12,85(

Discontinued operations (1,239 (1,129 — (1,044

Income from continuing operations, as adjusted $ 10,67: $ 12,57. $ 3951 $ 11,80¢

Income from discontinued operations, as reported $ 54C $ 73¢ % 4287 $ —

Additional discontinued operations from propersesd subsequent to the
respective reporting period 1,232 1,12 — 1,04«
Income from discontinued operations, as adjusted $ 177 $ 186: $ 4281 $ 1,04/
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21. Subsequent Event

In early January 2013 , the Company issued 198shares of Common Stock under the equity distrilbbutigreements at an average ¢
price of $33.97 per share and received net proceds sales commissions and expenses, of $6l@&mil

On January 9, 2013, we acquired two office buddiencompassing 195,000 square feet in Greendb6rfor a total purchase price $80.¢
million . We expect to expense $0.2 milliafi costs related to this acquisition. Due to thmitied time since the acquisition date, our in
accounting for this transaction is incomplete aglsuch, we are unable to provide purchase priceatibn disclosures. The operating resul
this acquisition will be included in our 2013 colidated financial results from the date of acqiosit
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsineets of Highwoods Realty Limited Partnershigpsubsidiaries (the "Operating
Partnership") as of December 31, 2012 and 2014 trerelated consolidated statements of inconmapeehensive income, capital, and cash
flows for each of the three years in the periodeghBecember 31, 2012 . Our audits also includedirthecial statement schedules listed in the
Index at Item 15. These financial statements amhfiial statement schedules are the responsibflitye Operating Partnership's management.
Our responsibility is to express an opinion onfthancial statements and financial statement sdeechased on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaf8lqUnited States). Those
standards require that we plan and perform thet &audbtain reasonable assurance about whethéntdrecial statements are free of material
misstatement. The Operating Partnership is notiredjto have, nor were we engaged to perform, dit afiits internal control over financial
reporting. Our audits included consideration oéinal control over financial reporting as a basirsdesigning audit procedures that are approy
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness of ther@pry Partnership's internal control over
financial reporting. Accordingly, we express notsopinion. An audit also includes examining, oest basis, evidence supporting the amounts
and disclosures in the financial statements, asgpge accounting principles used and signifi@stimates made by management, as well as
evaluating the overall financial statement pred@riaWe believe that our audits provide a reastmbasis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Highwoods Realty
Limited Partnership and subsidiaries as of Decer8bheP012 and 2011 , and the results of their dpermand their cash flows for each of the
three years in the period ended December 31, 2id@nformity with accounting principles generadlgcepted in the United States of America.
Also, in our opinion, such financial statement stties, when considered in relation to the basicalidated financial statements taken as a
whole, present fairly, in all material respectg thformation set forth therein.

/sl Deloitte & Touche LLP
Raleigh, North Carolina

February 12, 2013
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Balance Sheets
(in thousands, except unit and per unit data)

December 31,

2012 2011
Assets:
Real estate assets, at cost:
Land $ 374,21. $ 355,69:
Buildings and tenant improvements 3,304,46: 3,009,15!
Development in process 21,19¢ —
Land held for development 117,78 105,20¢
3,817,66: 3,470,05!
Less-accumulated depreciation (947,56 (869,04¢)
Net real estate assets 2,870,09! 2,601,00!
For-sale residential condominiums — 4,751
Real estate and other assets, net, held for sale — 124,27
Cash and cash equivalents 13,86 11,15:
Restricted cash 19,70: 26,66¢
Accounts receivable, net of allowance of $2,848 #8848, respectively 23,07: 30,09
Mortgages and notes receivable, net of allowan&i8f and $61, respectively 25,47: 18,60(
Accrued straight-line rents receivable, net ofwalace of $929 and $1,294, respectively 116,99: 99,49(
Investments in and advances to unconsolidate dahé 65,81 99,29¢
Deferred financing and leasing costs, net of acdated amortization of $77,383 and $62,319, respelsti 170,02: 127,77:
Prepaid expenses and other assets, net of accexhalawortization of $12,318 and $15,089,
respectively 44,48t¢ 36,78
Total Assets $ 3,349,520 $  3,179,88
Liabilities, Redeemable Operating Partnership Unitsand Equity:
Mortgages and notes payable $ 1,859,16. $ 1,868,901
Accounts payable, accrued expenses and otheiitiidil 172,02¢ 148,60°
Financing obligations 29,35¢ 30,15(
Liabilities held for sale — 35,81¢
Total Liabilities 2,060,541 2,083,47
Commitments and contingencies
Redeemable Operating Partnership Units:
Common Units, 3,733,016 and 3,729,518 outstandespectively 124,86¢ 110,65¢
Series A Preferred Units (liquidation preferenced®@ per unit), 29,077 units issued and
outstanding 29,077 29,077
Total Redeemable Operating Partnership Units 153,94¢ 139,73.
Equity:
Common Units:
General partner Common Units, 836,356 and 759,68tanding, respectively 11,42° 9,57t
Limited partner Common Units, 79,066,272 and 71,209 outstanding, respectively 1,131,48. 948,18°
Accumulated other comprehensive loss (12,62% (5,739
Noncontrolling interests in consolidated affiliates 4,752 4,64¢
Total Equity 1,135,03: 956,67
Total Liabilities, Redeemable Operating Partnershijts and Equity $ 334952 § 317988

See accompanying notes to consolidated financtdsients.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

Consolidated Statements of Income
(in thousands, except per unit amounts)

Rental and other revenues

Operating expenses:
Rental property and other expenses
Depreciation and amortization
Impairments of real estate assets
General and administrative

Total operating expenses

Interest expense:
Contractual
Amortization of deferred financing costs

Financing obligations

Other income:
Interest and other income

Losses on debt extinguishment

Income from continuing operations before dispositia of property, condominiums and investments in
unconsolidated affiliates and equity in earnings ofinconsolidated affiliates

Gains on disposition of property
Gains/(losses) on for-sale residential condominiums
Gains on disposition of investments in unconsoéidaffiliates
Equity in earnings of unconsolidated affiliates
Income from continuing operations
Discontinued operations:
Income from discontinued operations
Net gains/(losses) on disposition of discontinuperations

Net income
Net (income) attributable to noncontrolling intessim consolidated affiliates
Distributions on Preferred Units
Excess of Preferred Unit redemption/repurchaseaastcarrying value
Net income available for common unitholders
Earnings per Common Unit — basic:
Income from continuing operations available for coom unitholders
Income from discontinued operations available fimmon unitholders
Net income available for common unitholders
Weighted average Common Units outstanding — basic
Earnings per Common Unit — diluted:
Income from continuing operations available for coom unitholders
Income from discontinued operations available fimmon unitholders
Net income available for common unitholders
Weighted average Common Units outstanding — diluted
Net income available for common unitholders:
Income from continuing operations available for coom unitholders
Income from discontinued operations available fimmon unitholders

Net income available for common unitholders

Year Ended December 31,

2012

2011

2010

$ 516,10. $ 463,44: $ 440,83
187,18! 167,82° 155,41

156,31 137,89 130,23:

— 2,42¢ —

37,62¢ 35,75 33,30¢

381,12¢ 343,89 318,95

92,83t 91,45¢ 87,40

3,68t 3,31z 3,38t

(409) 74C 2,157

96,11 95,51 92,95

7,35: 7,381 6,36:

(979) (24 (705)

6,38( 7,36: 5,657

45,23 31,39¢ 34,59

— 764 74

444 (316) 27¢€

— 2,28: 25,33(

5,00t 4,93¢ 3,79

50,77¢ 39,06 64,06t

4,06: 6,39: 8,297

29,45t 2,57¢ (86)

33,51 8,96¢ 8,211

84,29 48,03 72,27¢

(786) (755) (485)

(2,509) (4,559 (6,709)

— (1,899 —

$ 81,00 $ 4082¢ $ 65,08:
0.6( 0.4z 0.7€

0.4z 0.1 0.11

1.0z 0.5 0.87

79,14’ 75,64 74,97

0.6( 0.4z 0.7¢€

0.4z 0.1z 0.11

1.0z 0.5 0.87

79,26¢ 75,78( 75,16¢

$ 47,48 $ 31,86¢ $ 56,87
33,51 8,96¢ 8,211

$ 81,00 $ 4082¢ $ 65,08:

See accompanying notes to consolidated financssients.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

Consolidated Statements of Comprehensive Income

(in thousands)

Year Ended December 31,

Comprehensive income:
Net income $
Other comprehensive income/(loss):
Unrealized gains/(losses) on tax increment finambiond
Unrealized losses on cash flow hedges
Amortization of cash flow hedges
Sale of cash flow hedge related to dispositiom@éstments in unconsolidated affiliate

Total other comprehensive income/(loss)

Total comprehensive income
Less-comprehensive (income) attributable to norotimg interests

Comprehensive income attributable to common urdisl $

2012 2011 2010
84,29 48,03: $ 72,27¢
411 234 177)
(10,35¢) (2,207 —
3,05¢ (118) 237
— — 102
(6,899 (2,086 162
77,40 45,94¢ 72,43
(786) (755) (485)
76,61 4519: $ 71,95
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Statements of Capital
(in thousands, except unit amounts)

Common Units .
Noncontrolling

General Limited Accumulated Interests in
Partners’ Partners’ Other Consolidated Total Partners’
Capital Capital Comprehensive Loss Affiliates Capital

Balance at December 31, 2009 $ 10,48 $ 1,038,320 $ (381) $ 518: $ 1,050,18!
Issuances of Common Units, net 30 2,96¢ — — 2,99¢
Distributions paid on Common Units (1,279 (126,14 — — (127,41)
Distributions paid on Preferred Units (67) (6,647 — — (6,70¢)
Share-based compensation expense 66 6,50€ — — 6,572
Distributions to noncontrolling interests in coridated affiliates — — — (56€) (56€)
Acquisition of noncontrolling interest in consoltdd affiliate 1 13¢ — (640) (500)
Adjustment of Redeemable Common Units to fair valne

contributions/distributions from/to the General thar 85 8,38( — — 8,46¢
Net (income) attributable to noncontrolling intese® consolidated

affiliates 5) (480) — 48t —
Comprehensive income:

Net income 728 71,55 — — 72,27¢

Other comprehensive income — — 162 — 162
Total comprehensive income 72,43¢
Balance at December 31, 2010 10,04+ 994,61( (3,649 4,46( 1,005,46!
Issuances of Common Units, net 23¢ 23,031 — — 23,27(
Distributions paid on Common Units (1,285 (127,179 — — (128,467
Distributions paid on Preferred Units (46) (4,507) — — (4,557)
Share-based compensation expense 61 6,03 — — 6,094
Distributions to noncontrolling interests in condated affiliates — — — (569) (569)
Adjustment of Redeemable Common Units to fair valne

contributions/distributions from/to the General thar 96 9,381 — — 9,48:¢
Net (income) attributable to noncontrolling intetge consolidated

affiliates 8) (747) — 75¢ —
Comprehensive income:

Net income 48( 47,55: — — 48,03:

Other comprehensive loss — — (2,08¢€) — (2,08¢)
Total comprehensive income 45,94¢
Balance at December 31, 2011 9,57¢ 948,18 (5,739 4,64¢ 956,67«
Issuances of Common Units, net 2,458 243,01: — — 245,46
Distributions paid on Common Units (1,349 (132,949 — — (134,29)
Distributions paid on Preferred Units (25) (2,487) — — (2,50¢)
Share-based compensation expense 76 7,531 — — 7,61
Distributions to noncontrolling interests in condated affiliates — — — (679 (679
Adjustment of Redeemable Common Units to fair valne

contributions/distributions from/to the General thar (14¢€) (14,499 — — (14,649
Net (income) attributable to noncontrolling inteses consolidated

affiliates 8 (77¢) — 78€ —
Comprehensive income:

Net income 84: 83,45 — — 84,29t

Other comprehensive loss — — (6,899 — (6,899
Total comprehensive income 77,40:
Balance at December 31, 2012 $ 11,427  $ 1,131,48 $ (12,629 $ 475 % 1,135,03:

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

Year Ended December 31,

2012

2011

2010

Operating activities:

Net income $
Adjustments to reconcile net income to net caskigenl by operating activities:
Depreciation and amortization
Amortization of lease incentives and acquisitiolated intangible assets and liabilities
Share-based compensation expense
Allowance for losses on accounts and accrued §iriige rents receivable
Amortization of deferred financing costs
Amortization of cash flow hedges
Impairments of real estate assets
Losses on debt extinguishment
Net (gains)/losses on disposition of property
(Gains)/losses on for-sale residential condominiums
Gains on disposition of investments in unconsodidaffiliates
Equity in earnings of unconsolidated affiliates
Changes in financing obligations
Distributions of earnings from unconsolidated &fis
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accrued straight-line rents receivable

Accounts payable, accrued expenses and otheiitiidil

Net cash provided by operating activities

Investing activities:

Investments in acquired real estate and relatedgibble assets, net of cash acquired
Investments in development in process

Investments in tenant improvements and deferresingaosts
Investments in building improvements

Net proceeds from disposition of real estate assets

Net proceeds from disposition of for-sale resid#r@ondominiums
Proceeds from disposition of investments in unclidated affiliates
Distributions of capital from unconsolidated atfties

Investments in mortgages receivable

Repayments of mortgages and notes receivable

Investments in and advances/repayments to/fromnsatidated affiliates

Changes in restricted cash and other investingiges

Net cash used in investing activities

Financing activities:

Distributions on Common Units

Redemptions/repurchases of Preferred Units

Distributions on Preferred Units

Distributions to noncontrolling interests in conidated affiliates
Acquisition of noncontrolling interest in consoltdd affiliate
Proceeds from the issuance of Common Units

Costs paid for the issuance of Common Units

Repurchase of units related to tax withholdings

Borrowings on revolving credit facility

Repayments of revolving credit facility

Borrowings on mortgages and notes payable

84298 $ 48,03: 72,27¢
158,32° 143,14¢ 136,15¢
35¢ 1,44¢ 1,23¢
7,61 6,09 6,572
1,05¢ 2,521 4,00¢
3,68t 3,31z 3,38t
3,05¢ (118 237
— 2,42¢ —

972 24 70%
(29,45%) (3,33 12
(444 31€ (276)

— (2,287 (25,330
(5,095 (4,939 (3,799
(1,28 (476) 70¢
4,59; 5,00¢ 4,377
3,13: (8,499 (3,290
(1,129 (400) 37C
(17,919 (13,609 (11,889
(18,490 16,70: 5,012
193,27( 195,37; 190,48:
(269,84) (75,510 (20,287
(13,289 (5,835 (229
(79,639 (80,939 (55,85¢)
(35,799 (22,28 (26,35%)
152,45¢ 17,713 6,801
5,19t 3,02 4,95;
= 4,75¢ 15,00
1,311 1,577 1,93¢
(8,649 — _
1,77¢ 444 32¢
8,291 (39,90 (2,875
(620) (18,526 (1,576
(238,81)) (215,479 (78,159
(134,29) (128,46) (127,41)
— (52,515 —
(2,508) (4,559 (6,708)
(679) (569) (566)

= = (500)
249,48 23,27 2,99¢
(3,600 = =
(2,729 — —
524,10 525,80 37,50(
(863,100 (193,800 (7,500
507,35( 200,00 10,36¢



Repayments of mortgages and notes payable

Borrowings on financing obligations

Payments on financing obligations

Payments on debt extinguishment

Additions to deferred financing costs and otheaficing activities

Net cash provided by/(used in) financing activities

(219,53) (344,20) (27,009
1,83¢ = =
(1,319 (1,199 (1,119
(90¢) — (577)
(5,867 (6,719 (1,129
48,25¢ 17,06( (121,649
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Statements of Cash Flows - Continued
(in thousands)

Year Ended December 31,

2012 2011 2010
Net increase/(decrease) in cash and cash equisalent $ 2,71€ $ (3,047 % (9,32))
Cash and cash equivalents at beginning of the ¢gberio 11,15 14,19¢ 23,51¢
Cash and cash equivalents at end of the period $ 13,861 $ 11,157 § 14,19¢

Supplemental disclosure of cash flow information:

Year Ended December 31,

2012 2011 2010

Cash paid for interest, net of amounts capitalized $ 9354 $ 90,83t $ 86,39t

Supplemental disclosure of non-cash investing anihfincing activities:

Year Ended December 31,

2012 2011 2010
Unrealized losses on cash flow hedges $ (10,35¢) $ (2,209 $ =
Changes in accrued capital expenditures 8,11¢€ 11,04¢ (1,946
Write-off of fully depreciated real estate assets 48,97¢ 48,56¢ 43,95t
Write-off of fully amortized deferred financing afehsing costs 19,17¢ 19,98° 15,71¢
Unrealized gains/(losses) on marketable secunfiemn-qualified deferred compensation plan 47¢ (119 382
Settlement of financing obligation — — 4,18¢
Adjustment of Redeemable Common Units to fair value 11,91 (10,189 (2,72))
Unrealized gain/(loss) on tax increment financiogdb 411 234 a7
Mortgages receivable from seller financing — — 17,03(
Assumption of mortgages and notes payable relatadduisition activities 7,831 192,36° 40,30¢
Reduction of advances to unconsolidated affiliatésted to acquisition activities 26,00( — —
Issuances of Common Units to acquire real esta&tas 2,29¢ — —

See accompanying notes to consolidated finanassients.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2012
(tabular dollar amounts in thousands, except per uih data)

1. Description of Business and Significant Accaiting Policies

Highwoods Properties, Inc., together with its cdidsted subsidiaries (the “Company”), is a fullgdgrated, self-administered and self-

managed equity real estate investment trust (“REtfat provides leasing, management, developmemistruction and other custometatec
services for its properties and for third partielse Company conducts virtually all of its activtithrough Highwoods Realty Limited Partner:
(the “Operating Partnership”). At December 31, 2Q1the Company and/or the Operating Partnershipllwlmvned: 301 inservice office
industrial and retail properties, comprising 29.ifliom square feet; 649 acres of undeveloped larithBle for future development, of whi&te
acres are considered core assets; and one offidogenent property. In addition, we owned interds&).0% or less) in 32 igervice offici
properties, a rental residential development ptgpand 11 acres of undeveloped land suitable farréudevelopment, which includesla.5%
interest in a 261,000 square foot office properitgaly owned by the Company (not included in thpe@ting Partnership’ Consolidate
Financial Statements).

The Company is the sole general partner of the &iper Partnership. At December 31, 2018e Company owned all of the Preferred L
and 79.9 million , or 95.6% , of the Common Unitghe Operating Partnership. Limited partners udirlg twodirectors of the Company, own
remaining 3.7 milliorlCommon Units. In the event the Company issues stirf€ommon Stock, the net proceeds of the issuareceontributed -
the Operating Partnership in exchange for additi@mnmon Units. Generally, the Operating Partngrshirequired to redeem each Comi
Unit at the request of the holder thereof for caghbal to the value of one share of the Companyimi@on Stock, $ 0.0par value, based on 1
average of the market price for the tt@ding days immediately preceding the notice ddtsuch redemption, provided that the Companys
option may elect to acquire any such Common Uniésgnted for redemption for cash or one share afr@on Stock. The Common Units owl
by the Company are not redeemable. During 2018 Cibmpany redeemed 63,366mmon Units for a like number of shares of ComrStock
and the Operating Partnership issued 66,864 Comldrots to acquire real estate assets. As a resulhisfactivity, in conjunction with tt
proceeds from issuances of Common Stock contribiatede Operating Partnership in exchange for aadit Common Units, the percentage
Common Units owned by the Company increased frorh%5&t December 31, 2011 to 95.6% at December@®L, 2

Basis of Presentation

Our Consolidated Financial Statements are preparembnformity with accounting principles generabigcepted in the United States
America (“GAAP”). Our Consolidated Balance SheetDeicember 31, 201tvas retrospectively revised from previously repdrgenounts t
reflect in real estate and other assets, net,fbekshle and liabilities held for sale those praipsrwhich qualified as held for sale during 2012u
Consolidated Statements of Income for the yeareeridecember 31, 2011 and 20d@re retrospectively revised from previously repc
amounts to reflect in discontinued operations therations for those properties that qualified figcdntinued operations during 201Rrior perio
amounts related to capital expenditures in our Glasted Statements of Cash Flows have been disggted to conform to the current pe
presentation.

The Consolidated Financial Statements include whmlned subsidiaries and those subsidiaries in lwhie own a majority voting intere
with the ability to control operations of the subaries and where no substantive participatingtsigir substantive kick out rights have k
granted to the noncontrolling interests. We codsdé partnerships, joint ventures and limited ligbcompanies when we control the m:
operating and financial policies of the entity tigb majority ownership or in our capacity as gehpaatner or managing member. Five of
50.0% or less owned iservice office properties are consolidated. In tholdli we consolidate those entities deemed to biahla interest entities
which we are determined to be the primary beneficiat December 31, 2012we had involvement with, but are not the primaepeficiary in, a
entity that we concluded to be a variable inteessity (see Note 3). All intercompany transactiand accounts have been eliminated.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per uih data)

1. Description of Business and Significant Accaiting Policies — Continued
Use of Estimates

The preparation of consolidated financial statemémtaccordance with GAAP requires us to make edéimand assumptions that affect
amounts reported in the consolidated financiakstants and accompanying notes. Actual results abifit from those estimates.

Real Estate and Related Assets

Real estate and related assets are recorded abmosttated at cost less accumulated deprecid@enovations, replacements and ¢
expenditures that improve or extend the life oetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expenselwased. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landastfructure costs, 15 years for building improvemamd five to seven years for furniture, fixtt
and equipment. Tenant improvements are amortizied) tise straightine method over initial fixed terms of the respeetieases, which genere
are from three to 10 years. Depreciation expensecsfd estate assets was $ 129.0 million , $ 180l&n and $ 117.6 milliorfor the years end:
December 31, 2012, 2011 and 2010 , respectively.

Expenditures directly related to the development eonstruction of real estate assets are includetki real estate assets and are sta
depreciated cost. Development expenditures inclpoeconstruction costs essential to the developmentproperties, development &
construction costs, interest costs on qualifyingets real estate taxes, development personneiesaéand related costs and other costs inc
during the period of development. Interest and rotiaerying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction &gti¥We consider a construction project as sub&tyicompleted and ready for its intended
upon the completion of tenant improvements. Weeeapitalization on the portion that is substalytiebmpleted and occupied or held availi
for occupancy, and capitalize only those costscateal with the portion under construction.

Expenditures directly related to the leasing ofperties are included in deferred financing andifgasosts and are stated at amortized
Such expenditures are part of the investment nape$s execute leases and, therefore, are clagsiieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiafties for new leases or lease renewals are capitialinternal leasing costs include prime
compensation, benefits and other costs, such as fiegs related to leasing activities, that arauired in connection with successfully secu
leases of properties. Capitalized leasing costsaarertized on a straiglifie basis over the initial fixed terms of the restive leases, whi
generally are from three to 10 years. Estimatetsaetated to unsuccessful activities are expeasddcurred.

We record liabilities for the performance of asstirement activities when the obligation to pemfiosuch activities is probable even w
uncertainty exists about the timing and/or methiskttlement.

Upon the acquisition of real estate assets, wesadhe fair value of acquired tangible assets ssdand, buildings and tenant improveme
intangible assets and liabilities such as above lmidw market leases, acquiredplace leases, customer relationships and othetificée
intangible assets and assumed liabilities. We adaf@isvalue based on estimated cash flow projestibat utilize discount and/or capitaliza
rates as well as available market information. fetirevalue of the tangible assets of an acquiregerty considers the value of the property as
were vacant.

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechsgpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as deschblw. Fair value is calculated as the presenevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laadg2) our estimate of fair market lease ratesefmh corresponding pplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a peapiad ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phesterm of any renewal option that the customerlavéde economically compelled
exercise for below-market leases.
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1. Description of Business and Significant Accaiting Policies — Continued

In-place leases acquired are recorded at fair valgefierred financing and leasing costs and are @&@medrto depreciation and amortizai
expense over the remaining term of the respectiaed. The value of iplace leases is based on our evaluation of thdf&pekaracteristics «
each customer's lease. Factors considered inclstiimages of carrying costs during hypothetical expe leasewp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carrgiosts, we include real estate taxes, insuranc
other operating expenses and estimates of lostlseatt market rates during the expected legsperiods, depending on local market condition
estimating costs to execute similar leases, weidentgnant improvements, leasing commissions egal land other related expenses.

Real estate and other assets are classified adilenigassets held for use or as Idingd assets held for sale. Real estate is class#s hel
for sale when the sale of the asset has been gphpeed by the Company, a legally enforceable eattnas been executed and the buyer"
diligence period has expired.

Impairments of Real Estate Assets and Investmenta Unconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or ¢gesnin circumstances indicate that
carrying value may be impaired, such as a sigmifickecline in occupancy, identification of matdyighdverse legal or environmental fact
change in our designation of an asset from cor®tecore which impacts the anticipated holding period decline in market value to an amc
less than cost. This analysis is generally perfdratethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the &ssatrying amount will be recovered from its undisnted estimated future operating
residual cash flows. These cash flows are estimbésgd on a number of assumptions that are sufgjemtonomic and market uncertain
including, among others, demand for space, conmetibr customers, changes in market rental ratests to operate each property and exp
ownership periods. For properties under developnteet cash flows are based on expected servicentmitef the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edse¢he sum of its undiscounted future operatirgrasidual cash flows, an impairment
is recorded for the difference between estimated/édue of the asset and the carrying amount. Aeegally estimate the fair value of assets
for use by using discounted cash flow analysesome instances, appraisal information may be aiailand is used in addition to a discoul
cash flow analysis. As the factors used in genagafiese cash flows are difficult to predict and ambject to future events that may alter
assumptions, the discounted and/or undiscounteaefudperating and residual cash flows estimatedidyn our impairment analyses or th
established by appraisal may not be achieved andayebe required to recognize future impairmergésson our properties held for use.

We record assets held for sale, includingdale residential condominiums, at the lower of thgying amount or estimated fair value.
value of assets held for sale is equal to the estichor contracted sales price with a potentiakbulgss costs to sell. The impairment loss i
amount by which the carrying amount exceeds thimattd fair value.

We also analyze our investments in unconsolidaffdcaees for impairment. This analysis consistsdeftermining whether an expected los
market value of an investment is other than tempdrg evaluating the length of time and the extenwvhich the market value has been less
cost, the financial condition and ndarm prospects of the investee, and our intent aility to retain our investment for a period afé
sufficient to allow for any anticipated recoveryritarket value. As the factors used in this analgsésdifficult to predict and are subject to fu
events that may alter our assumptions, we maydperesl to recognize future impairment losses onimgstments in unconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirementiiligorofit recognition, the related assets arabilities are removed from the balance s
and the resultant gain or loss is recorded irp#réod the transaction closes. For sales transectigth continuing involvement after the sale hi
continuing involvement with the property is limitég the terms of the sales contract, profit is gegped at the time of sale and is reduced b
maximum exposure to loss related to the naturéhefdontinuing involvement. Sales to entities in akhive have or receive an interest
accounted for using partial sale accounting.
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1. Description of Business and Significant Accaiting Policies — Continued

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuinghtement, including put and call provisio
if present, and account for the transaction aganfiing arrangement, proftaring arrangement, leasing arrangement or otteznate method «
accounting, rather than as a sale, based on thieenand extent of the continuing involvement. Sdraasactions may have numerous forrr
continuing involvement. In those cases, we detegmihich method is most appropriate based on thet@be of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghie a straightine basis over the terms of the respective leaBeis. means that, wi
respect to a particular lease, actual amountsdbiieaccordance with the lease during any giveiodenay be higher or lower than the amout
rental revenue recognized for the period. Straligletrental revenue is commenced when the cust@s&umes control of the leased prem
Accrued straight-line rents receivable represdrmsaimount by which straiglitie rental revenue exceeds rents currently bilkedccordance wi
lease agreements. Contingent rental revenue, sugeraentage rent, is accrued when the contingenoymoved. Termination fee income
recognized at the later of when the customer haated the space or the lease has expired andyeefidcuted lease termination agreemen
been delivered, the amount of the fee is deterniégnabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued velvents have occurred that trigger such provisions.

Cost recovery income is determined on a calendar grd a lease-bigase basis. The most common types of cost recamegme in ou
leases are common area maintenance (“CAM”) andestate taxes, for which the customer pays its@t@share of operating and administre
expenses and real estate taxes in excess of aypasemount. The computation of cost recovery ireasncomplex and involves numer
judgments, including the interpretation of termsl ather customer lease provisions. Leases aremifuirion in dealing with such cost recov
income and there are many variations in the contipataMany customers make monthly fixed payment€AM, real estate taxes and other
reimbursement items. We accrue income relatedésetipayments each month. We make quarterly acadjaétments, positive or negative
cost recovery income to adjust the recorded amdorasr best estimate of the final annual amoumtsetbilled and collected. After the end of
calendar year, we compute each customer's findlreogvery income and, after considering amounig Ipp the customer during the year, iss
bill or credit for the appropriate amount to thesttumer. The differences between the amounts bidiesl previously received payments anc
accrual adjustment are recorded as increases oeadas to cost recovery income when the final biksprepared, which occurs during the
half of the subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveddei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalilstEcounts. The evaluation prima
consists of reviewing past due account balancesansidering such factors as the credit qualitgwfcustomer, historical trends of the custc
and changes in customer payment terms. Additionalith respect to customers in bankruptcy, we estnthe probable recovery throl
bankruptcy claims and adjust the allowance for am®deemed uncollectible. If our assumptions raggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowanoe its related receivable are writteffi-
when we have concluded there is a low probabifityaiection and we have discontinued collectiofoe$.

Discontinued Operations

Properties that are sold or classified as held#&e are classified as discontinued operationsigedvthat (1) the operations and cash flow
the property will be eliminated from our ongoingeogtions and (2) we will not have any significaohtinuing involvement in the operations
the property after it is sold. Interest expensiadtuded in discontinued operations if the reldtsh securing the sold property is to be paid ¢
assumed by the buyer in connection with the séliael property is sold to a joint venture in whigle retain an interest, the property will no
accounted for as a discontinued operation due tosigmificant ongoing interest in the operationsotlgh our joint venture interest. If we
retained to provide property management, leasirdjoamother services for the property owner after Hale, the property generally will
accounted for as a discontinued operation becdugsexpected cash flows related to our managemehteasing activities generally will not
significant in comparison to the cash flows frora giroperty prior to sale.
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1. Description of Business and Significant Accaiting Policies — Continued
Lease Incentives

Lease incentive costs, which are payments made tm dehalf of a customer as an incentive to signléase, are capitalized in defe
financing and leasing costs and amortized on &ktréine basis over the respective lease ternesrasluction of rental revenues.

For-Sale Residential Condominiums

For-sale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest mor
deposits in accounts payable, accrued expensesthedliabilities in accordance with the deposittimogl. We then record completed sales v
units close and the remaining net cash is recekdor-sale residential condominiums were solcbé®ecember 31, 2012.

Investments in Unconsolidated Affiliates

We account for our investments in less than majarivned joint ventures, partnerships and limitebility companies using the equ
method of accounting when our interests represer@ngral partnership interest but substantive qpatiing rights or substantive kick out rig
have been granted to the limited partners or whenirderests do not represent a general partneistepest and we do not control the m
operating and financial policies of the entity. $ddnvestments are initially recorded at cost westments in unconsolidated affiliates anc
subsequently adjusted for our share of earningscasti contributions and distributions. To the extamr cost basis at formation of the jc
venture is different than the basis reflected atjtiint venture level, the basis difference is @med over the life of the related assets and ohet
in our share of equity in earnings of unconsolidatfiliates.

Cash Equivalents
We consider highly liquid investments with an onigi maturity of three months or less when purchasdm cash equivalents.
Restricted Cash

Restricted cash represents cash deposits thatgatyl restricted or held by third parties on oehalf, such as constructioatated escrow
property disposition proceeds set aside and designar intended to fund future tabeferred exchanges of qualifying real estate imuests
escrows and reserves for debt service, real gsteds and property insurance established pursaamrtain mortgage financing arrangements
any deposits made with lenders to unencumber sgquoperties.

Redeemable Common Units and Preferred Units

Limited partners holding Common Units other thaa @ompany (“Redeemable Common Unitegve the right to put any and all of
Common Units to the Operating Partnership and tvagany has the right to put any and all of thed?refl Units to the Operating Partnershi
exchange for their liquidation preference plus aedrand unpaid distributions in the event of aesponding redemption by the Company o
underlying Preferred Stock. Consequently, theseeBmdble Common Units and Preferred Units are @kedsbutside of permanent partners’
capital in the accompanying balance sheet. Thededovalue of the Redeemable Common Units is basddir value at the balance sheet da
measured by the closing price of Common Stock @ date multiplied by the total number of Redeemabbmmon Units outstanding. 1
recorded value of the Preferred Units is basedein tedemption value.

Income Taxes

The Company has elected and expects to contingediify as a REIT under Sections 856 through 86thefinternal Revenue Code of 1¢
as amended (the “Code’A. corporate REIT is a legal entity that holds restate assets and, through the payment of dividensteckholders,
generally permitted to reduce or avoid the paynoéfederal and state income taxes at the corpéead. To maintain qualification as a REIT,
Company is required to pay dividends to its stottkis equal to at least 90.0% of its annual REXRlée income, excluding net capital gains.
partnership agreement requires the Operating Rahipeto pay economically equivalent distributias outstanding Common Units at the s
time that the Company pays dividends on its outtenCommon Stock.
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1. Description of Business and Significant Accaiting Policies — Continued

Other than income taxes related to its taxable Rtlbsidiary, the Operating Partnership does ndeéatefiny federal income taxes in
financial statements, since as a partnership ttebte effects of its operations are attributeddmartners. The Operating Partnership does r
state income tax for states that tax partnerstdprire directly.

Concentration of Credit Risk

At December 31, 2012 , our Wholly Owned Propertiese leased to 1,71dustomers. The geographic locations that comprieater tha
10.0% of our rental and other revenues are Ral&igh,Atlanta, GA, Tampa, FL, Nashville, TN and Kaa<City, MO. Our customers engage
wide variety of businesses. No single customehefWholly Owned Properties generated more than®d@fOour consolidated revenues dul
2012 .

We maintain our cash and cash equivalents and estriated cash at financial or other intermediarstitutions. The combined acco
balances at each institution may exceed FDIC imagra&overage and, as a result, there is a contientia credit risk related to amounts
deposit in excess of FDIC insurance coverage. Aalditly, from time to time in connection with taleferred 1031 transactions, our restricted
balances may be commingled with other funds be&ld hy any such intermediary institution which sd$ our balance to the credit risk of
institution.

Derivative Financial Instruments

We borrow funds at a combination of fixed and Malearates. Borrowings under our revolving creddlfty and bank term loans bear intel
at variable rates. Our long-term debt, which cdesi$ secured and unsecured Idagn financings and the issuance of unsecured sbhrities
typically bears interest at fixed rates althougimedoans bear interest at variable rates. Ouraateate risk management objectives are to line
impact of interest rate changes on earnings arndft@ass and to lower our overall borrowing costs. dchieve these objectives, from time to t
we enter into interest rate hedge contracts sudoléars, swaps, caps and treasury lock agreenremisler to mitigate our interest rate risk v
respect to various debt instruments. We do not boldsue these derivative contracts for tradingpaculative purposes. The interest rate on
our variable rate debt is generally adjusted atarthree month intervals, subject to settlementden these interest rate hedge contracts. Wi
enter into treasury lock and similar agreementsftione to time in order to limit our exposure toiaarease in interest rates with respect to fi
debt offerings.

Interest rate swaps involve the receipt of variahte amounts from a counterparty in exchange faking fixedrate payments over the life
the agreements without exchange of the underlyatgpnal amount. The effective portion of changethmfair value of derivatives designated
that qualify as cash flow hedges is recorded iruamdated other comprehensive loss ("AOCL") andubsgquently reclassified into intel
expense in the period that the hedged forecasteddction affects earnings. Interest rate hedgeamis typically contain a provision whereb
we default on any of our indebtedness, we could ladsdeclared in default on our hedge contracts.

We account for terminated derivative instrumentsrégognizing the related accumulated comprehensiveme/loss balance in curn
earnings, unless the hedged forecasted transactiotinues as originally planned, in which case watioue to amortize the accumule
comprehensive income/loss into earnings over thggnadly designated hedge period.

Earnings Per Unit
Basic earnings per unit is computed by dividing inebme available for common unitholders by theghtgéd Common Units outstanding -
basic. Diluted earnings per unit is computed bydilng net income available to common unitholderdh®y weighted Common Units outstanding -

basic plus the dilutive effect of options and watsa using the treasury stock method. Weighted Combnits outstanding basic include all
the Company's unvested restricted stock since elindd received on such restricted stock are noeifaiie.
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1. Description of Business and Significant Accaiting Policies — Continued
Recently Issued Accounting Standards

As a result of adopting certain new or amended @ttiog pronouncements in the first quarter of 204&,have enhanced our disclosur
assets and liabilities measured at fair value decterl to continue use of credit valuation adjusti®n a net basis by counterparty as part ¢
calculation to determine the fair value of our datives. Our disclosures now include: (1) significikansfers between Levels 1 and 2 of the
value hierarchy, if any; (2) additional quantitatiand qualitative information regarding fair valmeasurements categorized as Level 3 of th
value hierarchy; and (3) the hierarchy classifmatfor items whose fair value is not recorded om Gonsolidated Balance Sheets but
disclosed previously in our Notes to Consolidatéhfcial Statements. Additionally, we have presgrtemprehensive income in a sepe
financial statement entitled Consolidated StatemehComprehensive Income.

2. Real Estate Assets
Acquisitions
During 2012, we acquired:
e a492,000 square foot office property in Atlar@# for a purchase price of $144.9 millipn
e a 616,000 square foot office property in Pittgini PA for a purchase price of $91.2 million
» three medical office properties in Greensbor@, fér a purchase price of $29.6 million , which ssted of the issuance 66,86
Common Units, contingent consideration with faitueaat the acquisition date of $0.7 millipand the assumption of secured debi

August 2014 recorded at fair value of $7.9 milliomith an effective interest rate of 4.06% ;

e a 178,300 square foot office property in CanG Mom our DLF | joint venture for an agreed upasue of $26.0 million, the ne
proceeds of which were used to reduce the balate @dvance due to us from the joint venture; and

* 68 acres of development land currently zoned f8Bmillion square feet of future office development in NasayilN for a purchase pri
of $15.0 million .

We expensed $1.5 millioaf acquisition costs (included in general and adsiviative expenses) in 2012 related to these aitigmis. The
assets acquired and liabilities assumed were redaatifair value as determined by management baséuformation available at the acquisit
date and on current assumptions as to future opesat

The following table sets forth a summary of theetsscquired and liabilities assumed in the acgpisof the 492,000 square foot off
building in Atlanta, GA discussed in the precediagagraph:

Total
Purchase Price
Allocation
Real estate assets $ 135,12¢
Acquisition-related intangible assets (in defeffisencing and leasing costs) 21,631
Acquisition-related below market lease liabilit{@s accounts payable, accrued expenses and cdidities) (11,87%
Total allocation $ 144,89(
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2. Real Estate Assets - Continued
The following table sets forth our rental and ofterenues and net income, adjusted for interestresgpand depreciation and amortization

related to purchase price allocations and acqoiisitdsts, assuming the 492,000 square foot offiddibg in Atlanta, GA discussed in the
preceding paragraphs had been acquired on Janu2@y 1

Year Ended December 31,

2012 2011
(unaudited)
Pro forma rental and other revenues $ 530,61 $ 479,90¢
Pro forma net income $ 84,198 $ 44,87¢
Pro forma earnings per share - basic $ 1.0z % 0.5C
Pro forma earnings per share - diluted $ 1.0z % 0.5C

During 2011, we acquired a six-building, 1.54 roitlisquare foot office complex in Pittsburgh, PA dopurchase price of $ 188.5 million
The purchase price included the assumption of secdebt recorded at fair value of $ 124.5 millionith an effective interest rate of 4.27%
including amortization of deferred financing costhis debt matures in November 2017 . We expensdd) $nillion of costs related to tt
acquisition (included in general and administragxpenses). Additionally, we acquired a 503,8Q0are foot office building in Atlanta, GA fo
purchase price of $ 78.3 million . The purchaseeincluded the assumption of secured debt reccati¢air value of $ 67.9 million with ar
effective interest rate of 5.45% , including anmation of deferred financing costs. This debt megun January 2014 . We expense@i®million
of costs related to this acquisition.

The following table sets forth a summary of thewasitjon purchase price consideration for each mel@ss of assets acquired and liabil
assumed in the acquisitions discussed above:

Total
Purchase Price
Allocation
Real estate assets $ 241,60:
Acquisition-related intangible assets (in defeffisencing and leasing costs) 39,72:
Furniture, fixtures and equipment (in prepaid exggsnand other assets) 1,101
Acquisition-related below market lease liabilit{@s accounts payable, accrued expenses and cdidities) (15,62))
Total allocation $ 266,79

The following table sets forth our rental and otherenues and net income, adjusted for interestresgpand depreciation and amortize
related to purchase price allocations and acqoisitdsts, assuming the 1.54 million square foateftomplex in Pittsburgh, PA and the 503,
square foot office building in Atlanta, GA discudse the preceding paragraph had been acquiredrmuady 1, 2010:

Year Ended December 31,

2011 2010
(unaudited)
Pro forma rental and other revenues $ 505,07. $ 491,57:
Pro forma net income $ 38,47C $ 58,21¢
Pro forma earnings per share - basic $ 051 % 0.7¢
Pro forma earnings per share - diluted $ 051 $ 0.77
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2. Real Estate Assets - Continued

During 2011, we also acquired a 48,000 square rfeadical office property in Raleigh, NC for $ 8.9llioh and expensed $ 0.1 millioof
acquisition costs related to this transaction.

During 2010, we acquired a 336,000 square footeffiroperty in Memphis, TN for $ 52.6 millionThis purchase price included
assumption of secured debt recorded at fair val$ed®.3 million , with an effective interest rai€6.43% . This debt matures in November 2015
We expensed $ 0.4 million of acquisition coststesldo this transaction. We also acquired a 117d8M@re foot office property and 32éres ¢
development land in Tampa, FL for $ 12.0 milliow/e expensed $ 0.2 millioof acquisition costs related to this transactioastly, we acquire
our partner’s interest in a joint venture that od/fer-sale residential condominiums for $ 0.5 ruitli.

Dispositions
During 2012, we sold:

» three non-core buildings in Jackson, MS and&aGA for a sale price of $86.5 milli@md recorded gain on disposition of discontir
operations of $14.0 million ;

» five non-core office properties in Nashville, Thir a sale price of $41.0 millioand recorded gain on disposition of discontir
operations of $7.0 million ;

* a non-core office property in Pinellas County, fér a sale price of $9.5 milliomnd recorded gain on disposition of discontir
operations of $1.4 million ;

» anon-core office property in Kansas City, M@ #osale price of $6.5 millioand recorded gain on disposition of discontinuegrafbon:
of $1.9 million ;

e 96 vacant non-core rental residential units engas City, MO for a sale price of $11.0 milliand recorded gain on dispositior
discontinued operations of $5.1 million ; and

» 17 for-sale residential condominiums in Raleiyig for a sale price of $5.5 million and recordeded gain of $0.4 million . All fosale
residential condominiums were sold as of Decembef312.

During 2011, we sold an office property and adja¢amd parcel in a single transaction in Winstote8a NC for $ 15.0 milliorand recorde
gain on disposition of discontinued operations &.& million related to the office property andman disposition of property of .3 million
related to the land.

During 2010, we sold seven office properties in $tm Salem, NC and six industrial properties in éasboro, NC in twoseparat
transactions for $ 24.9 million . In the aggregate,received cash of $ 7.9 million , provided gefleancing of $ 17.0 milliorand committed 1
lend up to an additional $ 1.7 million for tenamiprovements and lease commissions, of which $ @ldmwas funded as of December 31, 2012
We have accounted for these dispositions usingntallment method, whereby the $ 0.4 milligain on disposition of property related to
office properties has been deferred and will begezed when the seller financing is repaid, ambmed impairment of $ 0.3 milliorelated t
the industrial properties. In 2010, we also recdrdecompleted sale in connection with the dispasitf an office property in Raleigh, NC in
fourth quarter of 2009 where the buyer's limiteghtito compel us to repurchase the property exgiretirecorded a gain of $ 0.2 million .

Impairments

During 2011, we recorded impairments of real esaastets of $ 2.4 million related to twéfice properties located in Orlando, FL due
change in the assumed timing of future dispositisritsch reduced the future expected cash flows fitvenproperties.
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3. Mortgages and Notes Receivable

The following table sets forth our mortgages anttgoeceivable:

December 31,

2012 2011
Seller financing (first mortgages) $ 15,85: $ 17,18(
Less allowance — —
15,85 17,18(
Mortgage receivable 8,64¢ —
Less allowance = =
8,64¢ —
Promissory notes 1,152 1,481
Less allowance (182) (62)
971 1,42(
Mortgages and notes receivable, net $ 2547:  $ 18,60(

Our mortgages and notes receivable consist priynafiseller financing issued in conjunction withadisposition transactions in 2010 (
Note 2) and acquisition financing provided to adtparty buyer of adjacent development land in Nilgh TN (see below)

The seller financing is evidenced by first mortgagecured by the assignment of rents and the yimgreal estate assets. We evaluati
collectability of the receivables by monitoring theasing statistics and market fundamentals ofettassets. As of December 31, 2Q1the
payments on both mortgages receivable were cuarghthere were no other indicators of impairmenthenreceivables. We may be require
take impairment charges in the future if and toekient the underlying collateral diminishes inueal

During 2012, we provided an $8.6 millidman to a third party, which was used by such tpiady to fund a portion of the purchase pric
acquire 77 acres of mixed-use development lanccadfao our 68acre office development parcel in Nashville, TNtidtly, the loan is scheduls
to mature in December 2015 and bears interes0& per year. The loan can be extended by the plairty for up to threadditional years, subje
to applicable increases in the interest rate. Ve algreed to loan such third party approximately} $8illion to fund future infrastructu
development on its 77 -acre development parcelh Bodns are or will be secured by the &Atre development parcel. We concluded
arrangement to be an interest in a variable intexetity. However, since we do not have the powatitect matters that most significantly img
the activities of the entity, we do not qualify e primary beneficiary. Accordingly, the entity i®t consolidated and the arrangeme
accounted for in mortgages and notes receivabinConsolidated Balance Sheet at December 31, 2Qif risk of loss with respect to t
arrangement is limited to the carrying value ofiloge receivable and the future infrastructure tigraent funding commitment.

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

December 31,

2012 2011
Beginning notes receivable allowance $ 61 $ 86¢
Bad debt expense 18€ 19¢
Recoveries/write-offs/other (65) (1,009
Total notes receivable allowance $ 18z % 61
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4. Investments in and Advances to Affiliates
Unconsolidated Affiliates

We have equity interests of up to 50.@%various joint ventures with unrelated third pestthat are accounted for using the equity mett
accounting because we have the ability to exemigeificant influence over their operating and fining policies. As a result, the assets

liabilities of these joint ventures are not incldde our Consolidated Financial Statements.

The following table sets forth our ownership in ansolidated affiliates at December 31, 2012 :

Ownership
Joint Venture Location of Properties Interest
Concourse Center Associates, LLC Greensboro, NC 50.0%
Plaza Colonnade, LLC Kansas City, MO 50.0%
Lofts at Weston, LLC Raleigh, NC 50.0%
Board of Trade Investment Company Kansas City, MO 49.0%
Highwoods DLF 97/26 DLF 99/32, LP Atlanta, GA; Greensboro, NC; Orlando, FL 42.9%
Highwoods KC Glenridge Office, LLC Atlanta, GA 40.0%
Highwoods KC Glenridge Land, LLC Atlanta, GA 39.9%
HIW-KC Orlando, LLC Orlando, FL 40.0%
Kessinger/Hunter, LLC Kansas City, MO 26.5%
Highwoods DLF Forum, LLC Raleigh, NC 25.0%
Highwoods DLF 98/29, LLC Atlanta, GA; Charlotte, NC; Greensboro, NC; Raleiyi; Orlando, FL 22.8%

The following table sets forth combined summarifiedncial information for our unconsolidated afiilés:

December 31,

2012 2011
Balance Sheets:
Assets:
Real estate assets, net $ 480,24 % 523,99:
All other assets, net 112,29¢ 95,50¢
Total Assets $ 592,54( $ 619,49¢
Liabilities and Partners’ or Shareholders’ Equity:
Mortgages and notes payakig $ 360,94« $ 396,97
All other liabilities 23,98 21,12:
Partners’ or shareholders’ equity 207,61: 201,39¢
Total Liabilities and Partners’ or Shareholdersuyg $ 592,54( $ 619,49t
Our share of historical partners’ or shareholdegglity $ 63,54t $ 59,21t
Advances to unconsolidated affiliate — 38,32:
Net excess of cost of investments over the net bable of underlying net assets $ 2,261 $ 1,75¢
Carrying value of investments in and advances tmosolidated affiliates $ 65,81 $ 99,29¢
Our share of unconsolidated non-recourse mortgagl $ 136,08 $ 145,68t
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4. Investments in and Advances to Affiliates —@htinued

(1) Our share of scheduled future principal paymentduiding amortization, due on mortgages and ncagalfge at December 31, 20is2as follows

2013 $ 23,427
2014 57,13(
2015 21,78¢
2016 1,017
2017 26,41:
Thereafter 6,30¢

$ 136,08(

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

(2) This amount represents the aggregate differenoseleet our historical cost basis and the basis tefifeat the joint venture level, which is typici
depreciated over the life of the related asset.

Year Ended December 31,

2012 2011 2010
Income Statements:
Rental and other revenues $ 97,22t $ 96,77 $ 115,
Expenses:
Rental property and other expenses 45,39: 42,05 54,
Depreciation and amortization 24,00° 25,18 29,
Impairments of real estate assets 7,18( —
Interest expense 20,29¢ 23,06: 27,
Total expenses 96,87« 90,29¢ 111,
Income before disposition of properties 351 6,47 3,
Gains on disposition of properties 11,18¢ —
Net income $ 11,538 $ 6,47: $ 3,
Our share of:
Depreciation and amortization $ 7,580 $ 8,23. $ 10,
Impairments of real estate assets $ 12,92¢  § —  $
Interest expense $ 7,28¢ $ 8,07t $ 10,
Gains on disposition of properties $ 1,12 $ —  $
Net income $ 3331 $ 2,58t $ 1,
Our share of net income $ 3,337 $ 2,58 $ 1,
Adjustment for management and other fees 1,75¢ 2,35¢ 2,
Equity in earnings of unconsolidated affiliates $ 509 §$ 4,93¢ $ 3,
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4. Investments in and Advances to Affiliates— Gainued
The following summarizes additional informationateld to certain of our unconsolidated affiliates:
- Lofts at Weston, LLC

During 2011, we and Ravin Partners, LLC (“Ravifiymed Lofts at Weston, LLC, in which we have a(B0.ownership interest. V
contributed 15.0 acres of land at an agreed uphue e $2.4 million to this joint venture, and Ravontributed $1.2 million in cash and agree
guarantee the joint venture's development loan.jdiné venture then distributed $1.2 million to aisd we recorded a gain of $0.3 million on
transaction. Ravin manages and operates this yeimture, which is constructing 215 rental residgniinits at a total cost of $25.9 million,
which $15.2 million had been incurred as of Decen®de 2012. Ravin is the developer, manager and leasing agehiwill receive customa
fees from the joint venture.

- Highwoods DLF 97/26 DLF 99/32, L.P. (“DLF II")

During 2012, DLF Il obtained a $50.0 million, thrgear secured mortgage loan from a third party lerusaring a fixed interest rate of 3.
on $39.1 million of the loan and a floating intdreste of LIBOR plus 250 basis points on $10.9 ignllof the loan, which was used by the j
venture to repay a secured loan at maturity tard frarty lender.

- Kessinger/Hunter, LLC

Kessinger/Hunter, LLC, which is managed by ourtj@@nture partner, provides leasing services ttageof our Wholly Owned Properties
Kansas City, MO in exchange for customary fees fummKessinger/Hunter, LLC received $1.1 milliog, Bmillion and $0.8 million from us f
these services in 2012 , 2011 and 2010 , respéctive

- Highwoods DLF 98/29, LLC (“DLF I")

At the formation of this joint venture in 1999, opartner contributed excess cash to the venturtevtha distributed to us under the j
venture agreements. We are required to repay xhisss cash to our partner over time, as discussiddte 9.

During 2012, DLF | sold two office properties tarthparties for $15.5 million and recorded gainsdisposition of property of $4.9 millia
We recorded $1.1 million as our proportionate sloéthese gains through equity in earnings of usotidated affiliates.

During 2012, we recorded $1.0 million as our slafrienpairments of real estate assets on two offiogerties in our DLF | joint venture, ¢
to a decline in projected occupancy and a changigeimssumed holding period of those assets, whilliced the expected future cash flows °
the properties.

During 2011, we provided a $38.3 million interesiy secured loan to DLF | that was initially schietl to mature in March 2012. Dur
2012, the outstanding balance of the loan was depaia result of our acquisition of an office pmypdrom the joint venture and throu
application of the net proceeds from the joint vee's sale of two office properties to third parties noted above. We recorded $0.9 million
$1.3 million of interest income from this loan imtérest and other income during the years endedreer 31, 2012 and 2011 , respectively.

- Des Moines, IA Joint Ventures

During 2010, we sold our equity interests in aesedf unconsolidated joint ventures relating tgpprties in Des Moines, IA. The assets ir
joint ventures included 1.7 million square feebfffce, 788,000 square feet of industrial and 48,8Quare feet of retail properties, as well as
apartment units. In connection with the closing, r@eeived $15.0 million in cash. We had a negabeek basis in certain of the joint ventu
primarily as a result of prior cash distributiongtie partners. As a result, we recorded gain spodition of investment in unconsolidated affils
of $25.3 million.
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4. Investments in and Advances to Affiliates —@htinued
- HIW Development B, LLC

During 2011, our joint venture partner exercissmiption to acquire our 10.0% equity interest i BHi\W Development B, LLC joint ventui
which had recently completed construction of a dtoksuit office property in Charlotte, NC. As a resuwite received gross proceeds of ¢
million and recorded a gain on disposition of irtw@snt in unconsolidated affiliate related to thisrohant build project of $2.3 million.

- Other Activities

We receive development, management and leasingfdeeservices provided to certain of our joint ueels. These fees are recognize
income to the extent of our respective joint veatpartner's interest. During the years ended DeeeB3th 2012 , 2011 and 201@e recognize
$2.4 million, $3.1 million and $2.7 million, resgeely, of development, management and leasing fimes our unconsolidated joint ventures,
December 31, 2012 and 2011 , we had receivabl$8.8fmillion and $1.0 million, respectively, reldt® these fees in accounts receivable.

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

We have a 50.0% ownership interest in Markel. Weethe manager and leasing agent for Markel's ptiegdpcated in Richmond, VA a
receive customary management and leasing fees.ongolidate Markel since we are the general paramer control the major operating
financial policies of the joint venture. As contiad partner, we have an obligation to cause thigperty-owning entity to distribute proceeds
liquidation to the noncontrolling interest partmerthese partially owned properties only if the patceeds received by the entity from the sa
our assets warrant a distribution as determinethbyagreement. We estimate the value of noncomigoihterest distributions would have b
$15.6 million had the entity been liquidated at 8&mber 31, 2012 This estimated settlement value is based onahevélue of the underlyir
properties which is based on a number of assunmgptiuat are subject to economic and market uncégaimcluding, among others, demanc
space, competition for customers, changes in maekeal rates and costs to operate each propéttye lentity's underlying assets are worth
than the underlying liabilities on the date of slighidation, we would have no obligation to remity consideration to the noncontrolling inte
holder.

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

We have a 20.0% interest in Harborview. We arent@ager and leasing agent for Harborview's progedsted in Tampa, FL and rece
customary management and leasing fees. As furtrgrithed in Note 8, we account for this joint veatas a financing obligation since our par
has the right to put its interest back to us infthere.

During 2012, we provided a three-year, $20.8 millioterestenly secured loan to Harborview that is scheduteshature in September 20
which the joint venture used to repay a secured &tanaturity to a third party lender. This newrldmears interest at LIBOR plus 500 basis pc
subject to a LIBOR floor of 0.5%. Because Harbomwies a consolidated joint venture, this loan anldtesl interest income and expense
eliminated in consolidation.

- Plaza Residential, LLC (“Plaza Residential”)

In 2007, our taxable REIT subsidiary formed thezBI&esidential joint venture with an unrelated yaot develop and sell 139 faale
residential condominiums constructed above a whmliped office property in Raleigh, NC. We initiathad a 93.0% interest in Plaza Resider
In 2010, we acquired our partner's 7.0% ownershigrést for $0.5 million. During the years endecc@®eber 31, 2012 , 2011 and 201®e
received $5.5 million, $3.2 million and $5.3 milliprespectively, in gross proceeds and recordetl $filion, $3.5 million and $5.0 milliol
respectively, of cost of assets sold from condommmbales, including impairment charges, if any.oA®ecember 31, 2012, all of the feale
residential condominiums have been sold.
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5. Intangible Assets and Below Market Lease Lialities

The following table sets forth total intangible etssand acquisition-related below market leasdlitigls, net of accumulated amortization:

December 31,

2012 2011
Assets:

Deferred financing costs $ 21,75¢  $ 18,04«
Less accumulated amortization (7,862) (5,799
13,89' 12,243
Deferred leasing costs (including lease incentares acquisition-related intangible assets) 225,64 172,04¢
Less accumulated amortization (69,527) (56,529
156,12¢ 115,52
Deferred financing and leasing costs, net $ 170,020 $ 127,77:

Liabilities (in accounts payable, accrued expensesd other liabilities):
Acquisition-related below market lease liabilities $ 37,01¢ $ 16,44:
Less accumulated amortization (3,389 971
$ 33,63t $ 15,47(

The following table sets forth amortization of inggble assets and acquisition-related below mdéeeste liabilities:

Year Ended December 31,

2012 2011 2010

Amortization of deferred financing costs $ 3,68 $ 331z $ 3,38t
Amortization of deferred leasing costs and acqoisitelated intangible assets (in depreciation and

amortization) $ 27,73. % 20,98( $ 17,38
Amortization of lease incentives (in rental andesttevenues) $ 1,43¢ $ 1,371 $ 1,23¢
Amortization of acquisition-related intangible assg@n rental and other revenues) $ 1,357 $ 91t $ 531
Amortization of acquisition-related intangible assgn rental property and other expenses) $ 8¢ $ — 3 —
Amortization of acquisition-related below markedde liabilities (in rental and other revenues) $ (2,627 $ (840 $ (96)
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5. Intangible Assets and Liabilities - Continued

The following table sets forth scheduled future dimation of intangible assets and acquisitiontezlebelow market lease liabilities:

Amortization
of Deferred
Leasing Costs anc

Amortization of

Amortization

Acquisition- Amortization Acquisition- of Acquisition-
Related Amortization of Acquisition- Related Related Below
Amortization Intangible Assets of Lease Related Intangible Assets Market Lease
of Deferred (in Depreciation Incentives (in Intangible Assets (in Rental Liabilities (in
Financing and Rental and Other (in Rental and Property and Rental and Other
Years Ending December 31, Costs Amortization) Revenues) Other Revenues)  Other Expenses) Revenues)
2013 $ 3,521 $ 29,63¢ $ 1312 §$ 1271 $ 552 % (4,149
2014 3,22¢ 25,20( 1,162 98¢ 558 (4,067
2015 2,59¢ 20,39: 92¢ 754 558 (3,80))
2016 1,51¢ 16,877 734 65¢ 55¢ (3,499
2017 1,22t 14,14 654 587 554 (3,25€)
Thereafter 1,81« 33,56¢ 2,06t 78C 1,64% (14,869
$ 13,897 $ 139,81: $ 6,85¢ $ 5,046 $ 4,40¢ $ (33,63¢)
Weighted average remaining amortization
periods as of December 31, 2012 (in
4.€ 6.€ 7.7 5.€ 8.C 9.¢

years)

The following table sets forth the intangible assetquired and below market lease liabilities agslias a result of 2012 acquisition activity:

Amount recorded from acquisition activity

Weighted average remaining amortization periodyéars)

Acquisition- Acquisition- Acquisition-
Related Related Related Below
Intangible Acquisition- Intangible Market Lease
Assets Related Assets Liabilities
(amortized in Intangible Assets  (amortized in (amortized in
Rental and (amortized in Rental Property Rental and
Other Depreciation and and Other Other
Revenues) Amortization) Expenses) Revenues)
$ 2,63t $ 37,247 % 459: % (20,939
5.2 8.7 8.C 10.€
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6. Mortgages and Notes Payable

Our mortgages and notes payable consist of thevioll:

December 31,

2012 2011
Secured indebtednessi)
5.45% (5.12% effective rate) mortgage loan due 2914 67,60« 67,80¢
5.18% (4.22% effective rate) mortgage loan due 2817 120,92: 123,61
6.03% mortgage loan due 2013 — 125,26
5.68% mortgage loan due 2013 107,28¢ 110,34
5.17% (6.43% effective rate) mortgage loan due 2615 39,80¢ 40,01
6.88% mortgage loans due 2016 110,67: 112,07t
7.50% mortgage loan due 2016 45,66 46,18:
5.74% to 9.00% mortgage loans due between 2012@b@{5) (6) (7) 57,65: 72,64(
Variable rate construction loan due 2012 — 17,80:
549,60° 715,74:
Unsecured indebtedness:
5.85% (5.88% effective rate) notes due 2@17 379,19: 391,16¢
7.50% notes due 2018 200,00( 200,00(
3.625% (3.752% effective rate) notes due 2023 247,36 —
Variable rate term loan due 20{6) 35,00( 200,00(
Variable rate term loan due 20&8) 200,00( —
Variable rate term loan due 2009) 225,00( —
Revolving credit facility due 201&3) 23,00( 362,00(
1,309,55! 1,153,16
Total $ 1,859,16; $ 1,868,901

(1) The secured mortgage loans payable are callated by real estate assets with an aggregatepuedated book value of $ 966.9 million&cember 3:
2012. Our fixed rate mortgage loans generally are eitbeked out to prepayment for all or a portiontbéir term or are prepayable subject to ce
conditions including prepayment penalties.

(2) Includes unamortized fair market premium of2h@illion as of December 31, 2012

(3) Includes unamortized fair market premium of6ahillion as of December 31, 2012

(4) Net of unamortized fair market value discount 1.2 million as of December 31, 2012

(5) Includes mortgage debt related to Harborvizepnsolidated 20.0% owned joint venture, of $ 2dillon at December 31, 2011See Note !

(6) Includes mortgage debt related to Markel, msotidated 50.0% owned joint venture, of $ 33.1liaviland $ 34.0 million at December 31, 2012 and120
respectively. See Note 10.

(7) Net of unamortized fair market value premium (0.5 million and $ 0.3 million at December 31, 2@k®i 2011, respectively
(8) Net of unamortized original issuance discount 0.5 million and $ 0.6 million at December 31, 2@I®i 2011, respectively
(9) Net of unamortized original issuance discour$2.6 million at December 31, 2012

(10) The interest rate is 2.42% at December 31, 2012

(11) The interest rate is 1.87% at December 31, 2012
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6. Mortgages and Notes Payable - Continued

(12) As more fully described in Note 7, we entered iitdating-tofixed interest rate swaps that effectively fix LIBGor the full amount and duration of this Ic
Accordingly, the equivalent fixed rate of this loiar8.58% .

(13) The interest rate is 1.71% at December 31, 2012

The following table sets forth scheduled futurenpipal payments, including amortization, due on mortgages and notes payabl
December 31, 2012 :

Years Ending December 31, Principal Amount
2013 $ 123,53
2014 112,28
2015 67,73:
2016 193,21°
2017 488,61°
Thereafter 873,77¢

Our $ 475.0 million unsecured revolving credit filgiis scheduled to mature on June 27, 2@h8 includes an accordion feature that al
for an additional $ 75.0 millioof borrowing capacity subject to additional lendemmitments. Assuming no defaults have occurredhawe a
option to extend the maturity for an additional yeEhe interest rate at our current credit ratilggsIBOR plus 150 basis pointnd the annu
facility fee is 35 basis points. The interest ratel facility fee are based on the higher of theliplypannounced ratings from Moody's Inves
Service or Standard & Poor's Ratings Services. ¥éeaur revolving credit facility for working capitaurposes and for the shderm funding ¢
our development and acquisition activity and, irtaia instances, the repayment of other debt. Timtirrued ability to borrow under the revolv
credit facility allows us to quickly capitalize @trategic opportunities at short-term interestgafithere was $ 23.0 million and25.0 millior
outstanding under our revolving credit facility Becember 31, 2012 and February 1, 2013 , respéctive both December 31, 201anc
February 1, 2013 , we had $ 0.1 milliohoutstanding letters of credit, which reducesadkailability on our revolving credit facility. As resuli
the unused capacity of our revolving credit fagiliat December 31, 2012 and February 1, 2013 wa§1%4million and $ 449.9 million
respectively.

During 2012, we repaid the remaining balances @f Billion of our variable rate, secured constiarctoan bearing interest of 1.078ad ¢
$123.0 million secured mortgage loan bearing isteof 6.03% that was scheduled to mature in Ma@t32 One of our consolidated affilias
also repaid a $20.8 million secured loan that boterest at 6.06% and matured in October 201%e incurred no penalties related to tl
repayments. Real estate assets having a grossviaiek of $193 millionbecame unencumbered in connection with the payafifiese secure
loans. We also paid down $12.2 million of secu@ahlbalances through principal amortization dugi6g?2.

During 2012, the Operating Partnership issued $r@tlilon aggregate principal amount of 3.625% Nadegs January 15, 2023ess origine
issue discount of $2.7 million . These notes weteep at 98.94% for an effective yield of 3.752%nderwriting fees and other expenses 1
incurred that aggregated $2.1 million ; these cast® deferred and will be amortized over the tefrtihe notes.

During 2012, we modified our $200.0 million , fiyear unsecured bank term loan, which was originsdlyeduled to mature iRebruar
2016 . The loan is now scheduled to mature in Jgn2@18and the interest rate was reduced from LIBOR pR Rasis points to LIBOR pl
165 basis points. We incurred $0.9 millioh deferred financing fees in connection with thedification, which will be amortized along w
existing unamortized deferred loan fees over thearring term of the new loan. Proceeds from two pewticipants, aggregating $35.0 millign
were used to reduce amounts outstanding underevoiving credit facility. Two of the original pattpants, which still hold an aggregaia5.(
million of the principal balance under the origitelm loan, will be fully paid off on or before Relary 25, 2013 .

During 2012, we repurchased $12.1 million principaiount of unsecured notes due March 2017 beaniegest of 5.85%or a purchas
price of 107.5% of par value. We recorded $1.0iamilbf loss on debt extinguishment related to tepurchase.
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6. Mortgages and Notes Payable - Continued

During 2012, we obtained a $225.0 million , sevgear unsecured bank term loan bearing interestiBOR plus 190 basis points. T
underlying LIBOR rate has been effectively fixed fbe entire seven-year term through floatindixed interest rate swaps discussed in No
The counterparties under the swaps are the saiecfal institutions that participated in the teoan.

During 2011, we repaid the remaining balance 084.4 million of a secured mortgage loan bearingregt of 7.05%hat was scheduled
mature in January 2012 and the remaining $ 10.0omibf a three -year unsecured term loan beanmerést of 3.90%hat was scheduled
mature in February 2012 . We incurred no penaiéésted to these early repayments. We also obtan®®00.0 million , five year unsecure
bank term loan bearing interest of LIBOR plus 228ib points.

During 2010, we repaid $ 10.0 million of our $ 20rllion , three -year unsecured term loan. Additithy, we repaid the $.8 million
remaining balance outstanding on the mortgage peysazured by our 9&ntal residential units, which we sold in 2012dascribed in Note
We incurred a penalty of $ 0.6 million relatedhiéstearly repayment, which is included in loss ebtdextinguishment.

We are currently in compliance with the debt covesand other requirements with respect to our.debt

Our revolving credit facility and bank term loamgjuire us to comply with customary operating command various financial requireme
Upon an event of default on the revolving credtilfey, the lenders having at least 66.%fthe total commitments under the revolving ci
facility can accelerate all borrowings then outding, and we could be prohibited from borrowing d&mgher amounts under our revolving cr
facility, which would adversely affect our ability fund our operations.

The Operating Partnership has $379.2 million cagyamount of 2017 bonds outstanding, $200.0 miliarrying amount of 2018 bor
outstanding and $247.4 milliocarrying amount of 2023 bonds outstanding. Thenhde that governs these outstanding notes requses
comply with customary operating covenants and wariinancial ratios. The trustee or the holderatdeast 25.0%n principal amount of eith
series of bonds can accelerate the principal anmafusuch series upon written notice of a defawdt temains uncured after 60 days.

Capitalized Interest

Total interest capitalized to development projeegs $ 1.0 million , $ 0.6 million and $ 1.4 millidar the years ended December 31, 2012
2011 and 2010, respectively.

7. Derivative Financial Instruments

We have six floating-to-fixed interest rate swaptigh January 2019 each with respect to an aggrefe$225.0 million LIBORbase:
borrowings. These swaps effectively fix the undedyLIBOR rate at a weighted average of 1.678%he counterparties under the swaps
major financial institutions. The swap agreememtstain a provision whereby if we default on anyoof indebtedness, if greater th&hO0.(
million , and which defaults results in repayment of sumtelbtedness being, or becoming capable of beinglexated by the lender, then
could also be declared in default on our derivatipéigations. These swaps have been designateddaara being accounted for as cash
hedges with changes in fair value recorded in otbenprehensive income each reporting period. No gaioss was recognized related to he
ineffectiveness or to amounts excluded from effectess testing on our cash flow hedges during ¢lae gnded December 31, 201\%/e have n
collateral requirements related to our interest sataps.

Amounts reported in AOCL related to derivativeslwig reclassified to interest expense as interagingnts are made on our variabége
debt. During 2013, we estimate that $3.3 milliofl & reclassified to interest expense.
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7. Derivative Financial Instruments- Continued
The following table sets forth the fair value of @erivative instruments:
Fair Value as of December 31,
2012 2011
Liability Derivatives:
Derivatives designated as cash flow hedges in acotsipayable, accrued expenses and other liabilities
Interest rate swaps $ 9,36¢ $ 2,20z
The following table sets forth the effect of ouskdlow hedges on AOCL and interest expense:
Year Ended December 31,
2012 2011 2010
Derivatives Designated as Cash Flow Hedges:
Amount of unrealized losses recognized in AOCL onativatives (effective portion):
Interest rate swaps $ (10,359 $ (2,202 $ —
Amount of (gains)/losses reclassified out of AOCInto contractual interest expense (effective
portion):
Interest rate swaps $ 3,05 $ (119 % 231
8. Financing Arrangements
Our financing obligations consist of the following:
December 31,
2012 2011
Harborview financing obligation $ 17,57 $ 17,08¢
Tax increment financing bond 11,787 13,06«
Total $ 29,35¢ $ 30,15(
Harborview

Our joint venture partner in Harborview has théntip put its 80.0%quity interest in the joint venture to us in exupa for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.08¢uity interest will be determined at the time that partne
elects to exercise its put right, if ever, basednue then fair market value of Harborview LP'seds and liabilities, less 3.0%vhich amount we
intended to cover the normal costs of a sale tainsa Because of the put option, this transact®oaccounted for as a financing transac
Accordingly, the assets, liabilities and operatiogisted to Harborview, the office property owngdHarborview LP remain in our Consolida

Financial Statements.
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8. Financing Arrangements -Continued

As a result, we initially established a gross fitiag obligation equal to the $12.7 milli@guity contributed by our joint venture parti
During 2012, our joint venture partner contributed additional $1.8 milliorof equity to the joint venture. During each periog increase tt
gross financing obligation for 80.0%f the net income before depreciation of Harboryigich is recorded as interest expense on fing
obligation, and decrease the gross financing ofitigdor distributions made to our joint venturertpar. At the end of each reporting period,
balance of the gross financing obligation is adiddb equal the greater of the equity contributgdir joint venture partner or the current
value of the put option, which is recorded as aiatibn allowance. The valuation allowance is amedion a straightne basis prospective
through September 2014 as interest expense oncfiambligation. The fair value of the put optiorasv$12.7 million and $6.2 millioat
December 31, 2012 and 201despectively. We continue to depreciate Harbenaad record all of the depreciation on our bodkssuch time a
the put option expires or is otherwise terminateg will record the transaction as a partial sakt @tognize gain accordingly.

Tax Increment Financing Bond

In connection with tax increment financing for cinstion of a parking garage, we are obligatedayp fixed special assessments over a 20
year period ending in 2019 . The net present vafitbese assessments, discounted at the 6i8@&%est rate on the underlying bond financin
recorded as a financing obligation. We receive igheax revenues and property tax rebates recontddterest and other income, which
intended, but not guaranteed, to provide fundsatpthe special assessments. We acquired the uimdedgnd, which is recorded in prepaid
other assets, in a privately negotiated transa@i@®07 . For additional information about thiz tacrement financing bond, see Note 11.
Capitalized Ground Lease Obligation

The capitalized ground lease obligation represantsbligation to the lessor of land on which westorcted a wholly owned office propel
We initially recorded the land and associated fiag obligation at the net present value of thedixental payments and purchase option thr
the ninth year at the inception of the lease usinigscount rate of 7.10%The liability accretes as interest expense itrgifjuals the amount of t
purchase option. During 2012, this ground leasecgaseyed as part of the disposition of an offiogperty in Atlanta, GA.
9. Commitments and Contingencie
Operating Ground Leases

Certain Wholly Owned Properties are subject to afireg ground leases. Rental payments on thesesleaseadjusted periodically basec
either the consumer price index or on a pre-deterthischedule. Total rental property expense redootlethe straighline basis for operatir

ground leases was $1.5 million , $1.4 million addmillion for the years ended December 31, 204211 and 2010 , respectively.

The following table sets forth our scheduled oldliyss for future minimum payments on operating giebleases at December 31, 2012 :

Minimum

Years Ending December 31, Payments
2013 $ 2,38t
2014 2,40¢
2015 2,42
2016 2,451
2017 2,47¢
Thereafter 49,87¢
s e201C
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9. Commitments and Contingencies Continued
Lease and Contractual Commitments

We have $122.0 million of lease and contractual miments at December 31, 2012Lease and contractual commitments repr
commitments under signed leases and contracts geratng properties (excluding tendatided tenant improvements) and contracts
development/redevelopment projects, of which $2@llion was recorded on the Consolidated BalanceeSht December 31, 2012 .

DLF | Obligation

At the formation of DLF |, the amount our partnentributed in cash to the venture and subsequeligtyibuted to us was determined tc
$7.2 million in excess of the amount required bamedts ownership interest and the agrepdn value of the real estate assets. We are eshta
repay this amount over 14 years, beginning in itis€ quarter of 1999 . The $7.2 million was discahto net present value of $3.8 milliosing :
discount rate of 9.62% specified in the agreemayments of $0.6 million were made in each of thery ended December 31, 2012 , 284d
2010 . The balance at December 31, 2012 and 208 B2 million and $0.8 millionrespectively, which is included in accounts pdgahccrue
expenses and other liabilities.

Environmental Matters

Substantially all of our irservice and development properties have been dabljgo Phase | environmental assessments and,rtiain
instances, Phase Il environmental assessments.aSgeksments and/or updates have not revealegkenae aware of, any environmental liab
that we believe would have a material adverse effeour Consolidated Financial Statements.

Litigation, Claims and Assessments

We are from time to time a party to a variety afdkeproceedings, claims and assessments arisiting iardinary course of our business.
regularly assess the liabilities and contingentiennection with these matters based on thetlatEsmation available. For those matters wil
it is probable that we have incurred or will ineutoss and the loss or range of loss can be reblyoastimated, the estimated loss is accruec
charged to income in our Consolidated Financialegtants. In other instances, because of the unuggtarelated to both the probable outc
and amount or range of loss, a reasonable estiwhéitbility, if any, cannot be made. Based on ¢herent expected outcome of such matters,
of these proceedings, claims or assessments istexp® have a material effect on our businesanfiral condition, results of operations or ¢
flows.
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10. Noncontrolling Interests
Noncontrolling Interests in Consolidated Affiliates

At December 31, 2012 , noncontrolling interestscansolidated affiliates relates to our joint veptyrartner's 50.0%nterest in offic
properties located in Richmond, VA. Our joint venretpartner is an unrelated third party.

11. Disclosure About Fair Value of Financial Instrument

The following summarizes the three levels of inghtst we use to measure fair value, as well ags$isets and liabilities that we recogniz
fair value using those levels of inputs.

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

Our Level 1 assets are investments in marketalderiies that we use to pay benefits under our quatified deferred compensation pl
Our Level 1 liability is our non-qualified deferredmpensation obligation.

Level 2.Observable inputs other than Level 1 prices, ssajusted prices for similar assets or liabilitiggpted prices in markets that are
active; or other inputs that are observable orlmamorroborated by observable market data for anbatly the full term of the related asset
liabilities.

Our Level 2 asset is the fair value of certain of mortgages and notes receivable, which was etgiriay the income approach utiliz
contractual cash flows and mark®sed interest rates to approximate the price wiwald be paid in an orderly transaction betweenke
participants.

Our Level 2 liabilities include (1) the fair valwé our mortgages and notes payable, which was atgoby the income approach utiliz
contractual cash flows and mark®sed interest rates to approximate the price wiwald be paid in an orderly transaction betweenke
participants and (2) interest rate swaps whoserédire is determined using the market standard edetbgy of netting the discounted future fi;
cash receipts and the discounted expected varizddh payments. The variable cash payments of derest rate swaps are based or
expectation of future LIBOR interest rates (forwatdves) derived from observed market LIBOR interate curves. In addition, credit valuat
adjustments are incorporated in the fair valuesctmount for potential nonperformance risk, but waecluded to not be significant inputs to
calculation for the periods presented.

Level 3.Unobservable inputs that are supported by littlaamarket activity and that are significant to thie value of the assets or liabiliti

Our Level 3 assets include (1) certain of our magys and notes receivable, which were estimatatidbincome approach utilizing inter
cash flow projections and market interest ratesstonate the price that would be paid in an ordedgsaction between market participants, (2
tax increment financing bond, which is not routingbded but whose fair value is determined byitlteme approach utilizing contractual ¢
flows and markebased interest rates to estimate the projectedntiten value based on quoted bid/ask prices foilainunrated municipi
bonds, and (3) any real estate assets and forssildential condominiums recorded at fair valueaononfecurring basis as a result of
quarterly impairment analysis, which were valueidgi$roker opinion of value and substantiated hgrimal cash flow projections.

Our Level 3 liabilities include the fair value ofiocontingent consideration to acquire real estasets and financing obligations, which v
estimated by the income approach to approximattice that would be paid in an orderly transactetween market participants, utilizing:
contractual cash flows; (2) markiesed interest rates; and (3) a number of othamg#sons including demand for space, competitior
customers, changes in market rental rates, costgavhtion and expected ownership periods.

The following tables set forth the assets and lit&s that we measure at fair value by level witthie fair value hierarchy. We determine
level based on the lowest level of substantivetimiged to determine fair value.
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11. Disclosure About Fair Value of Financial Instrumens —Continued

Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2012 or Liabilities Inputs Inputs
Assets:
Mortgages and notes receivable, at fair valye $ 24,72 % — 16,077 8,64¢
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) 3,35¢ 3,35¢ — —
Tax increment financing bond (in prepaid expensesather assets) 14,49¢ — — 14,49¢
Total Assets $ 42578 % 3,35¢ 16,07 23,14«
Liabilities:
Mortgages and notes payable, at fair valye $ 1,987,36: $ — 1,987,36: —
Interest rate swaps (in accounts payable, accrxeehses and other liabilities) 9,36¢ — 9,36¢ —
Non-qualified deferred compensation obligationg@tounts payable, accrued
expenses and other liabilities) 3,35¢ 3,35¢ — —
Contingent consideration to acquire real estatetags accounts payable, accrued
expenses and other liabilities) 562 — — 562
Financing obligations, at fair valyg 23,25: — — 23,25:
Total Liabilities $ 202390 $ 3,35¢ 1,996,73: 23,81
Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2011 or Liabilities Inputs Inputs
Assets:
Mortgages and notes receivable, at fair valye $ 18,99( $ — 18,99( —
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) 3,14¢ 3,14¢ — —
Tax increment financing bond (in prepaid expensesather assets) 14,78¢ — — 14,78¢
Impaired real estate assets and for-sale residlentidominiums 12,76: — — 12,76°
Total Assets $ 49,69: $ 3,14¢ 18,99( 27,55t
Liabilities:
Mortgages and notes payable, at fair valye $ 1,959,431 $ — 1,959,43: —
Interest rate swaps (in accounts payable, accrxeehses and other liabilities) 2,20z — 2,20z —
Non-qualified deferred compensation obligationgacounts payable, accrued
expenses and other liabilities) 3,14¢ 3,14¢ — —
Financing obligations, at fair valyg 17,57 — — 17,57
Total Liabilities $ 1,982,36. % 3,14¢ 1,961,641 17,572

(1) Amounts recorded at historical cost on oanblidated Balance Sheets at December 31, 2012Cdrid, respectively.
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11. Disclosure About Fair Value of Financial Instrumens —Continued

The following table sets forth the changes in oevel 3 asset and liability, which are recordedaat\falue on our Consolidated Balance
Sheets on a recurring basis:

December 31,

2012 2011
Asset:

Tax Increment Financing Bond:

Beginning balance $ 14,78¢ $ 15,69¢
Principal repayment (703) (1,145
Unrealized gains (in AOCL) 411 234

Ending balance $ 14,49%¢ $ 14,78¢

Liability:

Contingent Consideration to Acquire Real Estate Agss:

Beginning balance $ — ¢ =
Fair value at acquisition date 677 —
Unrealized gains (in general and administrativecesps) (1149 —

Ending balance $ 56 $ —

During 2007, we acquired a tax increment finandingd associated with a parking garage developagbyhis bond amortizes to maturity
2020 . The estimated fair value at December 312 2@s $1.9 milliorbelow the outstanding principal due on the bonthéfdiscount rate usec
fair value this bond was 100 basis points highelowoer, the fair value of the bond would have b&8rb million lower or $0.5 milliorhigher
respectively, as of December 31, 201%/e intend to hold this bond and have concluded e will not be required to sell this bond be
recovery of the bond principal. Payment of the @pal and interest for the bond is guaranteed by\es have recorded no credit losses relat
the bond during the years ended December 31, 20d2@11. There is no legal right of offset with the liatyi] which we report as a financi
obligation, related to this tax increment financband.

The following table sets forth quantitative infortioa about the unobservable inputs of our Leves8eaand liability, which are recordec
fair value on our Consolidated Balance Sheetsm@tarring basis:

Fair Value at Valuation Unobservable Rate/
December 31, 2012 Technique Input Percentage
Asset:
Tax increment financing bond $ 14,49¢ Income approach Discount rate 10.3%%
Liability:
Contingent consideration to acquire real estatetass $ 562 Income approach Payout percentage 75.0(%
12. Equity

Common Stock Issuances

The Company has entered into equity sales agresmétit various financial institutions to offer asdll, from time to time, shares of
Common Stock by means of ordinary brokers' traimaston the New York Stock Exchange or otherwisaaitket prices prevailing at the time
sale, at prices related to prevailing market pricest negotiated prices or as otherwise agreel aity of the institutions. During 201 2he
Company issued 7,245,837 shares of Common Stockriuthdse agreements at an average gross price3di2§3er share and received
proceeds, after sales commissions and expens&g36f4 million . During 2011, the Company issue®,280shares of Common Stock un
these agreements at an average gross price ofdh3er&hare and received net proceeds, after saesissions, of $13.1 million .
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12. Equity - Continued
Common Unit Distributions

Distributions declared and paid per Common Unitraggted $1.70 for each of the years ended Dece®ih@012 , 2011 and 2010 .
Redeemable Common Units

The Operating Partnership is obligated to redeech &edeemable Common Unit at the request of théehdhereof for cash equal to
value of one share of Common Stock based on thagwef the market price for the 10 trading daysédiately preceding the notice date of ¢
redemption, provided that the Company at its opti@y elect to acquire any such Redeemable Commdmpléisented for redemption for casl
one share of Common Stock. When a holder redeeResilaemable Common Unit for a share of Common Stodash, the Comparg/share i
the Operating Partnership will be increased. Them@on Units owned by the Company are not redeemable.
Preferred Units

In 2011, we redeemed the remaining 2.1 millmmstanding 8.0% Series B Cumulative Redeemabléeffed Units for an aggregi
redemption price of $52.5 million , excluding acedudistributions. In connection with this redemptithe $1.9 milliorexcess of the redempti

cost over the net carrying amount of the redeennéd was recorded as a reduction to net incomdadlaifor common unitholders.

The following table sets forth our Preferred Units:

Annual
Number of Liquidation Optional Distributions
Units Carrying Preference Redemption Payable
Preferred Unit Issuances Issue Date Outstanding Value Per Unit Date Per Unit
(in thousands)
December 31, 2012
8.625% Series A Cumulative Redeemable 2/12/1997 2¢ $ 29,077 % 1,00(¢ 2/12/2027  $ 86.2¢
December 31, 2011
8.625% Series A Cumulative Redeemable 2/12/1997 2¢ $ 29,077 % 1,00(¢ 2/12/2027  $ 86.2¢
Warrants

Upon exercise of a warrant, the Company will cdntieé the exercise price to the Operating Partngrishiexchange for Common Un
Therefore, the Operating Partnership accountsiuoh svarrants as if issued by the Operating Patttierét December 31, 2012 and 201there
were 15,000 warrants outstanding with an exeraise pf $32.50 per share. These warrants have pioation date.

13. Employee Benefit Plan

Officer, Management and Director Compensation Progams

The officers of the Company, which is the sole gehpartner of the Operating Partnership, partigiga an annual noaguity incentivi
program whereby they are eligible for incentivehcpayments based on a percentage of their annseldadary. Each officer has a target ar
non-equity incentive payment percentage that rafges 30% to 130% of base salary depending on ffieeds position. The offices actue
incentive payment for the year is the product eftérget annual incentive payment percentage tanfpsrformance factorWhich can range fro
zero to 200% This performance factor depends upon the relstipnbetween how various performance criteria compéth predetermine
goals. For an officer who has division respondibsi, goals for certain performance criteria argelapartly on the divisioa’actual performan
relative to that division’s established goals aadlp on actual total performance. Incentive paytaeme accrued and expensed in the year earnec

141




Table of Contents
HIGHWOODS REALTY LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per uih data)

13. Employee Benefit Plans Continued

Certain other employees participate in an annuatetuity incentive program whereby a target annush ¢acentive payment is establis
based upon the job responsibilities of their positiincentive payment eligibility ranges from 10% 30% of annual base salary. The ac
incentive payment is determined by our overall ganfance and the individualperformance during each year. These incentivenpats are als
accrued and expensed in the year earned.

The Company's officers generally receive annuaitgraf stock options and restricted stock on ouébéarch 1 of each year. Restricted s!
grants are also made annually to directors ancioeother employees. Except as set forth in the semtence, dividends received on restr|
stock are norferfeitable and are paid at the same rate and @sdime date as on shares of Common Stock. Commgenc2®12 with respect
shares of restricted stock issued to the Compaihyé&f executive officer and subject to any delaypayment that would result in adverse
consequences under Section 409A of the Code, digiglwill accumulate and be payable only if andht® éxtent the shares vest. Dividends
on subsequently forfeited shares are expensedtiduali total return-based restricted stock maydseied at the end of the thrgear periods
actual performance exceeds certain levels of pmdace. Such additional shares, if any, would by fuésted when issued. No expens
recorded for additional shares of total return-dasstricted stock that may be issued at the entdethreeyear period since that possibility
reflected in the grant date fair value. The followtable sets forth the number of shares of Com&took reserved for future issuance:

December 31,

2012 2011
Outstanding stock options and warrants 1,144,30! 1,224,45!
Possible future issuance under equity incentivegpla 2,047,55! 2,363,69!

3,191,85! 3,588,15!

Of the possible future issuance under equity ineerglans at December 31, 2012 , no more than @l&mcan be in the form of restrict
stock. At December 31, 2012 , the Company had 1i@libn remaining shares of Common Stock authatiebe issued under our charter.

During the years ended December 31, 2012 , 201126846 , we recognized $7.6 million , $6.1 millionda$6.6 million, respectively, ¢
share-based compensation expense. Because REI@siyedo not pay income taxes, we do not reabizebtenefits on shafdeased payments.
December 31, 2012 , there was $4.5 million of tatalecognized shafgased compensation costs, which will be recognizent vesting perioc
that have a weighted average remaining term of@a4s.

- Stock Options

Stock options issued prior to 2005 vest ratablyr dgar years and remain outstanding forydars. Stock options issued beginning in :
vest ratably over a four -year period and remaistanding for sevegears. The value of all options as of the daterahgis calculated using t
Black-Scholes option-pricing model and is amortipedr the respective vesting or service period. fEirevalues of options granted during 2012
2011 and 2010 were $5.47 , $6.47 and $4.8&pectively, per option. The fair values of dmions granted were determined at the grant
using the following assumptions:

2012 2011 2010
Risk free interest rate) 1.1% 2.4% 2.€%
Common stock dividend yield) 5.2% 5.C% 5.¢%
Expected volatility3) 33.2% 32.5% 32.2%
Average expected option life (years) 5.7¢ 5.7¢ 5.7¢

(1) Represents the interest rate as of the grant datéSareasury bonds having the same life as thmatstd life of the option gran

(2) The dividend yield is calculated utilizing tH&ridends paid for the previous ogear period and the per share price of Common Sindke date of grai
(3) Based on the historical volatility of Common Staxler a period relevant to the related stock opgiant

(4) The average expected option life is based on aysisaf the Company's historical d:
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13. Employee Benefit Plans Continued

The following table sets forth stock option actjvit

Options Outstanding

Weighted
Number of Average Exercise
Shares Price
Balances at December 31, 2009 1,467,77. $ 27.1¢
Options granted 190,82¢ 29.0¢
Options exercised (178,409 22.5¢
Balances at December 31, 2010 1,480,191 27.9¢
Options granted 146,58: 33.9:
Options exercised (417,32) 26.7¢
Balances at December 31, 2011 1,209,45! 29.0¢
Options granted 190,88t 31.97
Options exercised (271,03) 26.81
Balances at December 31, 2042 (2) 1,129,30¢ $ 30.1(

(1) The outstanding options at December 31, 2@tRehweighted average remaining life of Bears

(2) The Company has 634,550 options exercisalileee¢mber 31, 2012 with a weighted average exeptise of $30.75 , weighted average remainingdifa.1
years and intrinsic value of $2.6 million . Of themxercisable options, 173,06@d exercise prices higher than the market priceuofCommon Stock
December 31, 2012 .

Cash received or receivable from options exercigas $7.4 million , $11.9 million and $4.4 millionrfthe years ended December 31, 2012
2011 and 2010 , respectively. The total intrinsatue of options exercised during the years endezbiber 31, 2012 , 2011 and 2010 Bas<
million , $3.0 million and $1.7 million , respectly. The total intrinsic value of options outstargliat December 31, 2012 , 2011 and 2@&3
$5.0 million , $3.3 million and $7.2 million respectively. The Company generally does not jteime net cash settlement of exercised ¢
options, but does permit net share settlementrsp & the shares received are held for at leasyesre The Company has a policy of issuing
shares to satisfy stock option exercises.

- Time-Based Restricted Stock

Shares of time-based restricted stock issued toeo#f and employees generally vest 26fothe first, second, third and fourth anniver
dates, respectively. Shares of time-based resdrgiteck issued to directors generally vest 2Z5%January 1 of each successive year after the
date. The value of grants of tinhesed restricted stock is based on the market wdl@®mmon Stock as of the date of grant and isrtireal tc
expense over the respective vesting or servicegeri
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13. Employee Benefit Plans Continued

The following table sets forth time-based restdciéock activity:

Weighted
Average Grant
Number of Shares  Date Fair Value

Restricted shares outstanding at December 31, 2009 316,07 $ 28.6(
Awarded and issued) 88,93( 29.0¢
Vested(2) (138,74Y 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32t 27.0¢
Awarded and issued) 76,96¢ 33.7(
Vested2) (116,63) 30.6¢
Restricted shares outstanding at December 31, 2011 224,66 28.0Z
Awarded and issued) 90,98¢ 32.21
Vested(2) (92,239 27.1¢
Forfeited (903 30.12
Restricted shares outstanding at December 31, 2012 222,50. $ 30.31

(1) The fair value at grant date of time-basedricsd stock issued during the years ended DeceBhe2012 , 2011 and 2010 was $2.9 millicd2,6 millior
and $2.6 million , respectively.

(2) The vesting date fair value of time-basedrietsd stock that vested during the years endecember 31, 2012 , 2011 and 2010 was $2.9 milli®3.¢
million and $4.3 million , respectively. Vested siminclude those shares repurchased for withhpldires.

- Total Return-Based Restricted Stock

During 2012 , 2011 and 2010 , we issued sharestaf teturn-based restricted stock to officers thiditvest from zero to 250%ased on (:
our absolute total returns for certain pre-deteadithreeyear periods relative to defined target returns @ydvhether the Company's total rel
exceeds the average total returns of a selectagogrbpeer companies. The grant date fair valusuch shares of total retubased restricte
stock was determined to be $38.71 , $41.02 and)$29espectively, of the market value of a share ah@on Stock as of the grant date ar
amortized over the respective three-year perioé. falr values of the total retutmased restricted stock granted were determindukagriant date
using the following assumptions:

2012 2011 2010
Risk free interest rate) 0.4% 1.C% 1.2%
Common stock dividend yield) 5.4% 5.4% 5.€%
Expected volatility3) 43.1% 42.8% 42.5%

(1) Represents the interest rate as of the gatetah US treasury bonds having the same lifeeaedtimated life of the total retub@sed restricted stock grai
(2) The dividend yield is calculated utilizing tH&vidends paid for the previous ogear period and the per share price of Common Stodke date of grau

(3) Based on the historical volatility of Commoto&k over a period relevant to the related totalmmebased restricted stock gre
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13. Employee Benefit Plans Continued

The following table sets forth total return-basestricted stock activity:

Weighted

Number of Average Grant

Shares Date Fair Value

Restricted shares outstanding at December 31, 2009 202,77 % 22.0%
Awarded and issued) 77,62¢ 29.0¢
Vested(2) (47,25)) 38.5(
Forfeited (1,307%) 22.9¢
Restricted shares outstanding at December 31, 2010 231,83! 21.0:
Awarded and issued) 57,38¢ 41.0z
Vested2) (66,41 13.7¢
Forfeited (99,97%) 13.7¢
Restricted shares outstanding at December 31, 2011 122,82¢ 34.8¢
Awarded and issued) 67,90: 38.71
Vested(2) (32,729 29.47
Forfeited (32,72) 29.47
Restricted shares outstanding at December 31, 2012 12528t $ 32.8i

(1) The fair value at grant date of total retuaséd restricted stock issued during the years ebgedmber 31, 2012 , 2011 and 2010 was $2.6 millg<4
million and $2.3 million , respectively. There were performance-based restricted stock issued gubseto 2008.

(2) The vesting date fair value of total returrsdéséh and other types of performance-based restistbett that vested during the years ended Dece8ihe2012,
2011 and 2010 was $1.1 million , $2.0 million aridébmillion , respectively. Vested shares includese shares repurchased for withholding taxes.

Retirement Plan

The Company has adopted a retirement plan appiidaball employees, including officers, who, at thme of retirement, have at leg3
years of continuous qualified service or are astlédh years old and have at leastyb@ars of continuous qualified service. Subject duaact
retirement notice and execution of a mmmpete agreement with us, eligible retirees atélezh to receive a pro rata amount of the an
incentive payment earned during the year of retm@mStock options and restricted stock grantethbyCompany to such eligible retiree du
his or her employment would be néorfeitable and vest according to the terms ofrtleeiginal grants. For employees who meet the awl
service eligibility requirements, 100% of their aahgrants are expensed at the grant date adyifviested.

Deferred Compensation

Prior to 2010, officers could elect to defer allaoportion of their base salary and/or amountsezhtmder the Company's annual remquity
incentive plan, which was then invested in unrelateutual funds under its najualified deferred compensation plan. These investasnar
recorded at fair value, which aggregated $3.4 omliand $3.1 million at December 31, 2012 and 20Ekpectively, and are included in pre|
expenses and other assets, with an offsetting réef@ompensation liability recorded in accountsahds, accrued expenses and other liabil
Deferred amounts ultimately payable to the officansl directors are based on the value of the tklatetual fund investments. According
changes in the value of the unrelated mutual fuar@srecorded in interest and other income and ¢ineesponding offsetting changes in
deferred compensation liability are recorded inggahand administration expense. As a result, tien® effect on our net income. Prior to 2(
officers could elect to defer cash compensationifgestment in units of phantom stock. At the eficcach calendar quarter, any person
deferred compensation into phantom stock was e®ditith units of phantom stock at a 15#iscount. Dividends on the phantom units v
assumed to be issued in additional units of phandtook at a 15%discount. By the terms of the plan, the cash vaifiall phantom stoc
outstanding under the plan was reinvested in uretliamutual funds as of December 31, 2011.
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13. Employee Benefit Plans Continued

The following table sets forth the Company's defgirompensation liability:

Year Ended December 31,

2012 2011 2010
Beginning deferred compensation liability $ 3,14¢ 4,091 $ 6,89¢
Contributions to deferred compensation plans — 54E 22¢
Mark-to-market adjustment to deferred compensdiiogeneral and administrative expenses) 47¢ (119 24¢€
Distributions from deferred compensation plans (270) (1,36%) (3,287
Total deferred compensation liability $ 3,35¢  §$ 3,14¢ % 4,091

401(k) Savings Plan

We have a 401(k) savings plan covering substaytiillemployees who meet certain age and employcréetia. We contribute amounts
each participant at a rate of 75% of the employeeigtribution (up to 6% of each employee’swaekly salary and cash incentives subje
statutory limits). During the years ended Decen#dgr2012 , 2011 and 2010 , we contributed $1.0iamill $1.1 million and $1.0 million
respectively, to the 401(k) savings plan. The asskthis qualified plan are not included in oumSolidated Financial Statements since the ¢
are not owned by us. Administrative expenses optae are paid by us.

Employee Stock Purchase Plan

The Company has an Employee Stock Purchase Plaugnirto which employees generally may contribyietas 25% of their cas
compensation for the purchase of Common Stock.hatdnd of each thrementh offering period, each participant's accoualtaibce, whic
includes accrued dividends, is applied to acquiiees of Common Stock at a cost that is calculate8b%of the average closing price on
New York Stock Exchange on the five consecutivesdaeceding the last day of the quarter. In thesyeadecDecember 31, 2012 , 20Hhc
2010 , the Company issued 34,126 , 30,826 and &&B4res, respectively, of Common Stock under thel&ep Stock Purchase Plan. -
discount on newly issued shares is expensed by aslditional compensation and aggregated $0.2omi|li$0.2 million and $0.1 milliom the
years ended December 31, 2012 , 2011 and 201peatdely.

14. Accumulated Other Comprehensive Los

The following table sets forth the components afuaculated other comprehensive loss:

December 31

2012 2011

Tax increment financing bond:

Beginning balance $ (2,309 $ (2,549

Unrealized gains on tax increment financing bond 411 234

Ending balance (1,899 (2,309
Cash flow hedges:

Beginning balance (3,425 (1,10%

Unrealized losses on cash flow hedges (10,359 (2,209

Amortization of cash flow hedges 3,05 (11¢)

Ending balance (10,730 (3,425
Total accumulated other comprehensive loss $ (12,629 ¢ (5,739
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15. Rental and Other Revenues; Rental Property and OtheExpense:

Our real estate assets are leased to customers opel@ting leases. The minimum rental amounts utidgeleases are generally subjec
scheduled fixed increases. Generally, the leasespbvide that we receive cost recovery incomenfoustomers for increases in certain ¢

above the base-year costs. The following tablefeets rental and other revenues from continuingrapions:

Year Ended December 31,

2012 2011 2010

Contractual rents, net $ 439,61( $ 402,27  $ 379,55«
Straight-line rental income, net 18,77¢ 12,17 10,58:
Amortization of lease incentives (1,429 (1,349 (1,209
Cost recovery income, net 41,28¢ 35,56: 41,10:
Lease termination fees 1,84¢ 2,43¢ 2,93¢
Fee income 4,96¢ 5,571 5,46¢€
Other miscellaneous operating revenues 11,03¢ 6,761 2,397

$ 516,10. $ 463,44 $ 440,83¢

The following table sets forth scheduled future imimm base rents to be received from customersfsds in effect at December 31, 264r2

the Wholly Owned Properties:

2013
2014
2015
2016
2017
Thereafter

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

$ 463,91
430,27¢
378,02:
325,97(
267,53(
878,89:

$ 2,744,601

Year Ended December 31,

2012 2011 2010
Utilities, insurance and real estate taxes $ 100,700 $ 92,09! $ 85,65
Maintenance, cleaning and general building 69,02¢ 58,91( 54,42
Property management and administrative expenses 12,54: 11,29 10,83:
Other miscellaneous operating expenses 4,91( 5,52¢ 4,504
$ 187,18! $ 167,827 $ 155,41:
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16. Discontinued Operation:

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

Year Ended December 31,

2012 2011 2010
Rental and other revenues $ 10,22 $ 21,00: $ 23,917
Operating expenses:
Rental property and other expenses 3,76¢ 8,86t 9,27:
Depreciation and amortization 2,00¢ 5,25¢ 5,92¢
Total operating expenses 5,77¢ 14,12 15,19¢
Interest expense 28¢ 48¢ 421
Income from discontinued operations 4,062 6,392 8,291
Net gains/(losses) on disposition of discontinugerations 29,45¢ 2,57: (86)
Total discontinued operations $ 33517 $ 8,96t $ 8,211
Carrying value of assets held for sale and asséidisat qualified for discontinued operations dgrthe
year $ 122,86: $ 137,23 $ 165,24

The following table sets forth the major classeasdets and liabilities of our real estate andraibsets, net, held for sale and liabilities
for sale:

December 31,

2012 2011
Assets:

Land $ — 3 14,077
Buildings and tenant improvements — 135,01
Less - accumulated depreciation — (32,259
Net real estate assets — 116,83t
Accrued straight-line rents receivable — 6,52(
Deferred leasing costs, net — 811
Prepaid expenses and other assets — 10€
Real estate and other assets, net, held for sale $ — 3 124,27:

Liabilities:
Mortgages and notes payable $ — 34,30
Accrued expenses and other liabilities — 214
Financing obligations — 1,29¢
Liabilities held for sale $ — 8 35,81t

As of December 31, 2012 , there were no real eatadeother assets, net, held for sale. As of Deee®b, 2011, real estate and other ass
net, held for sale included five office propertiedNashville, TN, one office property in Pinellas@ty, FL, one office property and 96 residel
units in Kansas City, MO and three buildings ink¥an, MS and Atlanta, GA. All of these propertiaslified for discontinued operations
2012.
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17. Earnings Per Unit

The following table sets forth the computation a$ig and diluted earnings per unit:

Year Ended December 31,

2012 2011 2010
Earnings per Common Unit - basic:
Numerator:
Income from continuing operations $ 50,77¢ $ 39,067 $ 64,06¢
Net (income) attributable to noncontrolling intesei® consolidated affiliates from continuing op@ras (78€) (755) (48E)
Distributions on Preferred Units (2,50¢) (4,5579) (6,70¢)
Excess of Preferred Unit redemption/repurchasemast carrying value — (1,89%) —
Income from continuing operations available for coom unitholders 47,48« 31,86¢ 56,87:
Income from discontinued operations available fimmon unitholders 33,510 8,96¢ 8,211
Net income available for common unitholders $ 81,00 $ 40,82¢ $ 65,08
Denominator:
Denominator for basic earnings per Common Unit ighted average uniig) (2) 79,14’ 75,644 74,97:
Earnings per Common Unit - basic:
Income from continuing operations available for coom unitholders $ 0.6C $ 04z $ 0.7€
Income from discontinued operations available fimmon unitholders 0.4z 0.1z 0.11
Net income available for common unitholders $ 10z % 05¢ % 0.87
Earnings per Common Unit - diluted:
Numerator:
Income from continuing operations $ 50,77¢  $ 39,067 $ 64,06¢
Net (income) attributable to noncontrolling inteseim consolidated affiliates from continuing op@mas (78¢€) (755) (48E)
Distributions on Preferred Units (2,50¢) (4,5579) (6,70¢)
Excess of Preferred Unit redemption/repurchaseaastcarrying value — (1,895 —
Income from continuing operations available for coom unitholders 47,48¢ 31,86¢ 56,87:
Income from discontinued operations available fimmon unitholders 33,517 8,96¢ 8,211
Net income available for common unitholders $ 81,00 $ 40,82¢ % 65,08
Denominator:
Denominator for basic earnings per Common Unit giveid average units) (2) 79,147 75,64« 74,97
Add:
Stock options using the treasury method 12z 13¢ 19¢
Denominator for diluted earnings per Common Urdtjusted weighted average units and assumed caove!
@) 79,26¢ 75,78( 75,16¢
Earnings per Common Unit - diluted:
Income from continuing operations available for coom unitholders $ 0.6C $ 04z $ 0.7€
Income from discontinued operations available fimmon unitholders 0.4z 0.1z 0.11
Net income available for common unitholders $ 10z 3 054 $ 0.87

(1) There were 0.5 million , 0.4 million and 0.7 milli@ptions outstanding during the years ended DeeeBth 2012 , 2011 and 201@espectively, that we
not included in the computation of diluted earnipgs unit because the impact of including suchomativould be anti-dilutive

(2) Includes all unvested restricted stock since divitieon such restricted stock are rfiorfeitable
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18. Income Taxe:

Our Consolidated Financial Statements include trexations of the Comparg/taxable REIT subsidiary, which is not entitledhe dividend
paid deduction and is subject to federal, statelecal income taxes. The taxable REIT subsidiary dygerated at a cumulative taxable loss thr
December 31, 2012 of $4.7 million and has paidnumine taxes since its formation. In addition to $2el million deferred tax asset for tht
cumulative tax loss carryforwards, the taxable Ré&libsidiary also had net deferred tax liabilitie$2.2 millioncomprised primarily of tax vers
book basis differences in certain investments bglthe taxable REIT subsidiary. At December 31,12Qhe taxable REIT subsidiary had a ¢
million net deferred asset position that was fudlgerved with a valuation allowance. The taxabléTR&bsidiary incurred $0.1 millioof deferres
income tax expense in 2012, including the reledgli® valuation allowance. Income taxes are notemi@ to our operating results or finan
position. Other than income taxes related to ixaltée REIT subsidiary, the Operating Partnershigpmed state income tax expense in rt
property and other expenses of $0.1 million , $0illion and $0.1 million for the years ended Decem®1, 2012 , 2011 and 2010 , respectively.

The minimum dividend per share of Common Stock iregufor the Company to maintain its REIT statusw4.07 , $1.01 and $0.32!
share in 2012 , 2011 and 201Gespectively. Continued qualification as a REI@pends on the Company's ability to satisfy thedgini
distribution tests, stock ownership requirements aarious other qualification tests prescribedhie Code. The tax basis of our assets (n
accumulated tax depreciation and amortization)lefulities was approximately $2.9 billion and $Aillion , respectively, abecember 31, 20:
and $2.7 billion and $2.0 billion , respectively, Becember 31, 2011 .

The Company is subject to federal, state and iocaime tax examinations by tax authorities for 26@8ugh 2012 .
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19. Segment Informatior

Our principal business is the operation, acquisiiad development of rental real estate propeMi&sevaluate our business by product
and by geographic location. Each product type fiféereint customers and economic characteristide asntal rates and terms, cost per square
of buildings, the purposes for which customersthgespace, the degree of maintenance and custapeors$ required and customer depend
on different economic drivers, among others. Therafing results by geographic grouping are alsaleely reviewed by our chief operati
decision maker for assessing performance and ptirposes. There are no material inter-segmentactings.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i8ttes. All operations are within 1
United States and, at December 31, 2012 , no simgdomer of the Wholly Owned Properties generatede than 10.0%f our consolidate
revenues on an annualized basis.

The following table summarizes the rental and otteenues and net operating income, the primarysiimg propertylevel performanc
metric which is defined as rental and other reveress rental property and other expenses, for regartable segment:

Year Ended December 31,

2012 2011 2010
Rental and Other Revenues(1)

Office:
Atlanta, GA $ 61,94¢ $ 49,52. % 44,48(
Greenville, SC 13,39 14,07¢ 13,61:
Kansas City, MO 15,00: 13,79¢ 14,16(
Memphis, TN 36,83 36,80: 31,47¢
Nashville, TN 56,54: 53,64 52,15¢
Orlando, FL 11,16¢ 10,23 11,61:
Piedmont Triad, NC 21,56¢ 20,64¢ 21,16:
Pittsburgh, PA 38,79¢ 10,96: —
Raleigh, NC 81,62« 78,64( 75,71¢
Richmond, VA 47,31( 47,52t 47,17
Tampa, FL 69,38: 68,24( 71,06(
Total Office Segment 453,56¢ 404,08: 382,61:

Industrial:

Atlanta, GA 12,80: 13,26¢ 12,33t
Piedmont Triad, NC 12,51¢ 11,827 12,37:
Total Industrial Segment 25,32: 25,09: 24,707

Retail:
Kansas City, MO 37,21: 34,26¢ 33,51¢
Total Retail Segment 37,21 34,26¢ 33,51¢
Total Rental and Other Revenues $ 516,10. $ 463,44: $ 440,83t
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19. Segment Information - Continued

Year Ended December 31,

2012 2011 2010
Net Operating Income: (1)
Office:
Atlanta, GA $ 39,33 % 31,08 $ 27,64:
Greenville, SC 7,61¢ 8,33¢ 8,152
Kansas City, MO 9,52¢ 8,37¢ 8,83t
Memphis, TN 21,86¢ 20,87¢ 18,66¢
Nashville, TN 38,86( 36,58¢ 35,497
Orlando, FL 5,84t 5,187 6,26¢
Piedmont Triad, NC 13,33t 13,04: 13,90¢
Pittsburgh, PA 19,54¢ 5,45( —
Raleigh, NC 56,68 54,70 52,41
Richmond, VA 32,43 31,28 32,07t
Tampa, FL 43,15( 42,37¢ 44,67¢
Total Office Segment 288,19: 257,29 248,12:
Industrial:
Atlanta, GA 9,28¢ 9,781 8,74t
Piedmont Triad, NC 9,15¢ 8,65 9,04¢
Total Industrial Segment 18,44: 18,43« 17,79¢
Retail:
Kansas City, MO 22,54t 20,15¢ 19,95:
Total Retail Segment 22,54¢ 20,15¢ 19,95:
Residential:
Raleigh, NC (a7¢) (29%) (362)
Total Residential Segment (a7¢) (29%) (362)
Corporate and othez) (86) (76) (81
Total Net Operating Income 328,91 295,61 285,42!
Reconciliation to income from continuing operationsbefore disposition of property,
condominiums and investments in unconsolidated affates and equity in earnings of
unconsolidated affiliates:
Depreciation and amortization (156,319 (137,89() (130,23)
Impairments of real estate assets — (2,429 —
General and administrative expenses (37,62¢ (35,759 (33,309
Interest expense (96,11 (95,510 (92,95))
Other income 6,38( 7,36: 5,651
Income from continuing operations before dispositd property, condominiums and
investments in unconsolidated affiliates and eqjuityarnings of unconsolidated affiiates ~ $ 4523¢  $ 31,3% $ 34,59

(1) Net of discontinued operatiol

(2) Negative NOI with no corresponding revenues reprssexpensed real estate taxes and other carrgstg associated with land held for developmentit
currently zoned for the respective product type.
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Total Assets:
Office:
Atlanta, GA
Greenville, SC
Kansas City, MO
Memphis, TN
Nashville, TN
Orlando, FL
Piedmont Triad, NC
Pittsburgh, PA
Raleigh, NC
Richmond, VA
Tampa, FL
Total Office Segment
Industrial:
Atlanta, GA
Piedmont Triad, NC
Total Industrial Segment
Retail:
Kansas City, MO
Total Retail Segment
Residential:
Kansas City, MO
Raleigh, NC
Total Residential Segment
Corporate and other

Total Assets

HIGHWOODS REALTY LIMITED PARTNERSHIP
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December 31,

2012 2011
$ 495,178 $ 359,22¢
69,13¢ 69,66¢
84,53¢ 86,02¢
225,54: 265,25¢
314,70¢ 325,27:
51,37 46,54°
144,40« 115,09¢
330,97¢ 227,96
479,99! 468,49:
246,27¢ 254,36
386,67¢ 394,56¢
2,828,79 2,612,48:
115,33( 133,64(
76,01 78,08:
191,34: 211,72:
166,03( 170,71
166,03( 170,71
— 5,707
8 4,76¢
8 10,47¢
163,34¢ 174,48
$ 3,349,52! $ 3,179,88
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20. Quarterly Financial Data (Unaudited)

The following tables set forth quarterly finandiaformation and have been adjusted to reflect disnaed operations:

Year Ended December 31, 2012

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenugs $ 125,58: $ 128,32. $ 128,21: $ 133,98: $ 516,10:
Income from continuing operatios 11,42: 11,38( 12,31% 15,66( 50,77¢
Income from discontinued operationg 6,91: 3,121 23,48 — 33,517
Net income 18,33« 14,50: 35,80( 15,66( 84,29¢
Net (income) attributable to noncontrolling inteees
consolidated affiliates (1849) (229) (159) (220 (78€)
Distributions on Preferred Units (627) (627) (627) (627) (2,509
Net income available for common unitholders $ 17,52:  $ 13,65. $ 35,01« $ 14,81: $ 81,00:
Earnings per Common Unit-basic:
Income from continuing operations available for coom
unitholders 0.14 0.14 0.1t 0.1¢ 0.6C
Income from discontinued operations available fonmon
unitholders 0.0¢ 0.04 0.2¢ — 0.4z
Net income available for common unitholders 0.2: 0.1¢ 0.44 0.1¢ 1.0z
Earnings per Common Unit-diluted:
Income from continuing operations available for coom
unitholders 0.14 0.1z 0.1¢ 0.1¢ 0.6C
Income from discontinued operations available fonmon
unitholders 0.0¢ 0.04 0.2¢ — 0.4z
Net income available for common unitholders 0.2t 0.17 0.4¢ 0.1¢ 1.0z
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20. Quarterly Financial Data (Unaudited)

Year Ended December 31, 2011

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenugs $ 110,04 $ 112,18 $ 117,268 $ 123,947 $ 463,44«
Income from continuing operations 10,67¢ 12,57¢ 3,957 11,85¢ 39,06
Income from discontinued operations 1,772 1,86: 4,281 1,04¢ 8,96¢
Net income 12,45: 14,43¢ 8,24¢ 12,89¢ 48,03:
Net (income) attributable to noncontrolling intetgeis
consolidated affiliates (123) (182) (249) (207) (755)
Distributions on Preferred Units (1,677 (1,629 (627) (627) (4,557
Excess of Preferred Unit redemption/repurchasemaest
carrying value — (1,895 — — (1,895
Net income available for common unitholders $ 10,65. $ 10,73¢ § 7,368 $ 12,07 $ 40,82¢
Earnings per Common Unit-basic:
Income from continuing operations available for coom
unitholders 0.1Z 0.12 0.04 0.1t 0.42
Income from discontinued operations available fonmon
unitholders 0.0z 0.0z 0.0¢ 0.01 0.12
Net income available for common unitholders 0.14 0.14 0.1¢ 0.1¢€ 0.54
Earnings per Common Unit-diluted:
Income from continuing operations available for coom
unitholders 0.12 0.12 0.04 0.1t 0.42
Income from discontinued operations available fonmon
unitholders 0.0z 0.0z 0.0¢ 0.01 0.12
Net income available for common unitholders 0.14 0.14 0.1C 0.1€ 0.54
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20. Quarterly Financial Data (Unaudited) —Continued

(1) The amounts presented may not equal to the amquetsously reported in the most recent Form 10-@Q9réor 10K for each period as a result
discontinued operations. Below is the reconciliatio the amounts previously reported:

Quarter Ended
March 31, June 30, September 30,
2012 2012 2012

Rental and other revenues, as reported $ 129,94: $ 130,73 $ 128,21

Discontinued operations (4,360 (2,419 —

Rental and other revenues, as adjusted $ 12558. $ 128,320 $ 128,21

Income from continuing operations, as reported $ 13,117 $ 12,36( $ 12,317

Discontinued operations (1,696 (980) —

Income from continuing operations, as adjusted $ 11,42 $ 11,38 $ 12,317

Income from discontinued operations, as reported $ 5217 $ 2,141 % 23,48
Additional discontinued operations from propersetd subsequent to the respective reporting

period 1,69¢ 98C —

Income from discontinued operations, as adjusted $ 6,91 $ 3121 § 23,48:

Quarter Ended

March 31, June 30, September 30, December 31,
2011 2011 2011 2011
Rental and other revenues, as reported $ 114,35. $ 114,65. $ 117,26¢ $ 128,73(
Discontinued operations (4,309 (2,46€) — (4,789
Rental and other revenues, as adjusted $ 110,04 $ 112,18 $ 117,268  $ 123,94
Income from continuing operations, as reported $ 11,91 $ 13,69¢ $ 3,957 $ 12,89¢
Discontinued operations (1,239 (1,129 — (1,044
Income from continuing operations, as adjusted $ 10,67¢ $ 12,57¢ $ 3951 $ 11,85¢
Income from discontinued operations, as reported $ 54C $ 73¢ % 4287 $ —
Additional discontinued operations from propersesd subsequent to the
respective reporting period 1,232 1,12 — 1,04«
Income from discontinued operations, as adjusted $ 177: % 186z $ 4281 $ 1,044
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21. Subsequent Event

In early January 2013 , the Company issued 198shares of Common Stock under the equity distrilbbutigreements at an average ¢
price of $33.97 per share and received net proceds sales commissions and expenses, of $6l@&mil

On January 9, 2013, we acquired two office buddiencompassing 195,000 square feet in Greendb6rfor a total purchase price $80.¢
million . We expect to expense $0.2 milliafi costs related to this acquisition. Due to thmitied time since the acquisition date, our in
accounting for this transaction is incomplete aglsuch, we are unable to provide purchase priceatibn disclosures. The operating resul
this acquisition will be included in our 2013 colidated financial results from the date of acqiosit

157




Table of Contents

HIGHWOODS PROPERTIES, INC.

HIGHWOODS REALTY LIMITED PARTNERSHIP

SCHEDULE Il

(in thousands)

The following table sets forth the activity of allance for doubtful accounts:

Allowance for Doubtful Accounts - Straight-Line Ren
Allowance for Doubtful Accounts - Accounts Receileab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Accounts - Straight-Line Ren
Allowance for Doubtful Accounts - Accounts Receileab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Accounts - Straight-Line Ren
Allowance for Doubtful Accounts - Accounts Receileab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Balance at Balance at
December 31, December 31,
2011 Additions Deductions 2012
$ 1,29¢ 1,382 @a,74) $ 92¢
3,54¢ 767 (1,467 2,84¢
61 18€ (65) 182
$ 4,90¢ 2,33¢ 3,279 $ 3,95¢
Balance at Balance at
December 31, December 31,
2010 Additions Deductions 2011
$ 2,20¢ 71C (1,627 $ 1,29¢
3,59t 1,61¢ (1,667) 3,54¢
86¢ 19€ (1,0079) 61
$ 6,672 2,522 (4,29) $ 4,90¢
Balance at Balance at
December 31, December 31,
2009 Additions Deductions 2010
$ 2,44: 63t 869 $ 2,20¢
2,81( 2,961 (2,176 3,59t
69¢ 413 (2439) 86¢
$ 5,951 4,00¢ (3,289 $ 6,672
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(in thousands)

The following table sets forth the activity of remtate assets and accumulated depreciation:

December 31,

2012 2011 2010
Real estate assets:
Beginning balance $ 3,594,32 3,308,301 $ 3,341,25
Additions:
Acquisitions, development and improvements 214,95¢ 329,67 104,19¢
Cost of real estate sold and retired (12,829 (43,659 (137,15()
Ending balance (a) $ 3,796,46 3,594,320 $ 3,308,301
Accumulated depreciation:
Beginning balance $ 901,30( 832,91t $ 782,55
Depreciation expense 128,97: 120,81: 117,63¢
Real estate sold and retired (82,709 (52,43() (67,279
Ending balance (b) $ 947,56 901,30( $ 832,91¢
(&) Reconciliation of total real estate assets to lwaaheet captio
2012 2011 2010
Total per Schedule IlI $ 3,796,46. 3,594,320 $ 3,308,301
Development in progress exclusive of land inclugtle8chedule 111 21,19¢ — 4,52¢
Real estate assets, net, held for sale — (124,279 (142,78)
Total real estate assets $  3,817,66: 3,470,05¢ $  3,170,04
(b) Reconciliation of total accumulated depreciatiobatance sheet captit
2012 2011 2010
Total per Schedule 111 $ 947,56 901,30( $ 832,91¢
Real estate assets, net, held for sale — (32,259 (34,50)
Total accumulated depreciation $ 947,56 869,04t $ 798,41
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SCHEDULE 1ll - REAL ESTATE AND ACCUMULATED DEPRECIA TION

(in thousands)

December 31, 2012

Costs Capitalized
Subsequent to

Initial Costs Acquisition Gross Value at Close of Period
Life on
Which
Depreciation
Segment 2012 Bldg & Bldg & Bldg & Total Accumulated Date of is
Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation ~ Construction Calculated
Atlanta, GA
1700 Century Circle  Office Atlanta $ — $ 248 % 2 1 $ 2 $ 248 $ 248 $ 591 1983 5-40 yrs.
1800 Century
Boulevard Office Atlanta 1,444 29,08: — 13,17¢ 1,44¢ 42,26( 43,70: 17,80¢ 1975 5-40 yrs.
1825 Century
Parkway Office Atlanta 864 — 302 14,39. 1,167 14,39: 15,55¢ 3,68¢ 2002 5-40 yrs.
1875 Century
Boulevard Office Atlanta — 8,92¢ — 2,28( — 11,20 11,20¢ 5,022 1976 5-40 yrs.
1900 Century
Boulevard Office Atlanta — 4,74¢ — 70z — 5,44¢ 5,44¢ 2,29¢€ 1971 5-40 yrs.
2200 Century
Parkway Office Atlanta — 14,43. — 3,672 — 18,10« 18,10« 7,32( 1971 5-40 yrs.
2400 Century
Parkway Office Atlanta — — 40€ 12,64¢ 40¢€ 12,64¢ 13,05: 4,64( 1998 5-40 yrs.
2500 Century
Parkway Office Atlanta — — 32¢ 14,32¢ 32¢ 14,32¢ 14,65’ 3,907 2005 5-40 yrs.
2500/2635 Parking
Garage Office Atlanta — — — 6,31¢ — 6,31¢ 6,31¢ 1,10¢ 2005 5-40 yrs.
2600 Century
Parkway Office Atlanta — 10,67¢ — 3,971 — 14,65( 14,65( 6,20t 1973 5-40 yrs.
2635 Century
Parkway Office Atlanta — 21,64: — 4,51z — 26,15¢ 26,15¢ 10,21¢ 1980 5-40 yrs.
2800 Century
Parkway Office Atlanta — 20,44¢ — 6,72¢ — 27,17 27,17 8,81( 1983 5-40 yrs.
50 Glenlake Office Atlanta 2,50( 20,00¢ — 2,944 2,50( 22,95( 25,45( 8,87: 1997 5-40 yrs.
6348 Northeast
Expressway Industrial  Atlanta 27t 1,65¢ — 19¢ 27t 1,854 2,12¢ 78¢ 1978 5-40 yrs.
6438 Northeast
Expressway Industrial  Atlanta 17¢ 2,21¢ — 61z 17¢ 2,82¢ 3,007 1,041 1981 5-40 yrs.
Bluegrass Lakes | Industrial  Atlanta 81¢€ — 33¢ 2,972 1,152 2,972 4,12¢ 1,15¢ 1999 5-40 yrs.
Bluegrass Place | Industrial  Atlanta 491 2,061 — 12t 491 2,18¢ 2,671 854 1995 5-40 yrs.
Bluegrass Place Il Industrial ~ Atlanta 412 2,58: — 10z 412 2,68¢ 3,09¢ 1,02¢ 1996 5-40 yrs.
Bluegrass Valley | Industrial ~ Atlanta 1,50( — 374 3,117 1,87¢ 3,117 4,991 927 2000 5-40 yrs.
Bluegrass Valley -
Land Industrial  Atlanta 19,71 — (14,810 — 4,901 — 4,901 — N/A N/A
Century Plaza | Office Atlanta 1,29( 8,567 — 3,24( 1,29( 11,80° 13,09° 4,22¢ 1981 5-40 yrs.
Century Plaza Il Office Atlanta 1,38( 7,73¢% — 2,22: 1,38( 9,95¢ 11,33¢ 3,24t 1984 5-40 yrs.
Chastain Place | Industrial  Atlanta 451 — 341 3,761 79z 3,767 4,55¢ 1,15:¢ 1997 5-40 yrs.
Chastain Place Il Industrial ~ Atlanta 59¢ — 194 1,50¢ 79z 1,50¢ 2,29¢ 51t 1998 5-40 yrs.
Chastain Place Il Industrial  Atlanta 53¢ — 172 1,31¢ 71z 1,31¢ 2,03( 482 1999 5-40 yrs.
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Costs Capitalized
Subsequent to

Initial Costs Acquisition Gross Value at Close of Period
Life on
Which
Depreciation
Segment 2012 Bldg & Bldg & Bldg & Total Accumulated Date of is
Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation  Construction Calculated
Corporate Lakes Industrial  Atlanta 1,26t 7,24: — 2,12¢ 1,26t 9,367 10,63: 3,54( 1988 5-40 yrs.
General Services
Administration Office Atlanta 3,10( — (3,100 — — — — — 2007 5-40 yrs.
Federal Aviation
Administration Office Atlanta 1,19¢ — 1,41¢ 15,14 2,612 15,14: 17,75¢ 2,23 2009 5-40 yrs.
Gwinnett
Distribution Center  Industrial ~ Atlanta 1,11¢ 5,96( — 3,87¢ 1,11¢ 9,83t 10,95¢ 3,322 1991 5-40 yrs.
Henry County -
Land Industrial  Atlanta 3,01( — 13 — 3,02 — 3,02¢ — N/A N/A
Highwoods Ctr | at
Tradeport Office Atlanta 307 — 13¢ 2,04¢ 44¢€ 2,04¢ 2,49t 697 1999 5-40 yrs.
Highwoods Ctr Il at
Tradeport Office Atlanta 641 — 181 9,02« 822 9,02« 9,84¢ 37¢ 1999 5-40 yrs.
Highwoods Ctr Il at
Tradeport Office Atlanta 40¢ — 13C 3,90( 53¢ 3,90( 4,43¢ 622 2001 5-40 yrs.
Highwoods River
Poaint IV Industrial  Atlanta 1,031 — 85¢ 8,82( 1,89t 8,82( 10,71 1,27¢ 2009 5-40 yrs.
NARA Industrial  Atlanta 1,48¢ — (1,489 — — — — — 2004 5-40 yrs.
Newpoint Place | Industrial  Atlanta 81¢ — 391 2,871 1,21C 2,871 4,081 991 1998 5-40 yrs.
Newpoint Place Il Industrial ~ Atlanta 1,49¢ — 434 3,08t 1,93: 3,08t 5,01¢ 917 1999 5-40 yrs.
Newpoint Place Ill  Industrial  Atlanta 66¢ — 27€ 1,87¢ 944 1,87¢ 2,82% 68€ 1998 5-40 yrs.
Newpoint Place IV Industrial  Atlanta 98¢ — 45k 4,04¢ 1,444 4,04¢ 5,492 97: 2001 5-40 yrs.
Newpoint Place V' Industrial  Atlanta 2,15( — 92C 8,94¢ 3,07( 8,94¢ 12,01¢ 2,13¢ 2007 5-40 yrs.
Norcross, | & Il Industrial  Atlanta 32: 2,00( — 60z 32t 2,60z% 2,92t 1,09¢ 1970 5-40 yrs.
5405 Windward
Parkway Office Atlanta 3,342 32,11: — 411 3,34 32,52: 35,86¢ 12,15¢ 1998 5-40 yrs.
Riverpoint - Land Industrial ~ Atlanta 7,25( — 4,52t 2,71z 11,77t 2,712 14,487 211 N/A N/A
Riverwood 100 Office Atlanta (1) 5,78t 64,91¢ — 4,62¢ 5,78¢ 69,54: 75,327 3,17¢ 1989 5-40 yrs.
South Park
Residential - Land Other Atlanta 50 — 7 — 57 — 57 — N/A N/A
South Park Site -
Land Industrial  Atlanta 1,204 — 754 — 1,95¢ — 1,95¢ — N/A N/A
Southside
Distribution Center  Industrial ~ Atlanta 804 4,55% — 2,200 804 6,76( 7,56¢ 2,66¢ 1988 5-40 yrs.
Tradeport Place | Industrial  Atlanta 557 — 261 2,21¢ 81¢ 2,21¢ 3,03¢ 75C 1999 5-40 yrs.
Tradeport Place Il Industrial  Atlanta 557 — 261 2,308 81¢ 2,308 3,12 80¢ 1999 5-40 yrs.
Tradeport Place Ill  Industrial  Atlanta 672 — 37C 2,68¢ 1,04: 2,68¢ 3,72i 907 1999 5-40 yrs.
Tradeport Place IV Industrial ~ Atlanta 667 — 36E 3,68: 1,032 3,68: 4,71F 1,10¢ 2001 5-40 yrs.
Tradeport - Land Industrial  Atlanta 5,24: — (387) — 4,85¢ — 4,85¢ — N/A N/A
Tradeport Place V  Industrial  Atlanta 462 — 18C 2,322 642 2,322 2,96t 56& 2002 5-40 yrs.
Two Point Royal Office Atlanta 1,79% 14,96« — 2,48¢ 1,79:¢ 17,45( 19,24 6,731 1997 5-40 yrs.
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Two Alliance Center  Office Atlanta 9,57¢  125,54¢ — 2,02( 9,57¢  127,56¢ 137,14¢ 1,587 2009 5-40 yrs.
Greenville, SC
Brookfield Plaza Office  Greenville 1,50(¢ 8,51« — 2,691 1,50(¢ 11,20¢ 12,70t 4,92 1987 5-40 yrs.
Jacobs Building Office  Greenville 3,05( 17,28( (23) 3,88( 3,027 21,16( 24,18; 9,15¢ 1990 5-40 yrs.
Brookfield Metlife Office Greenville 1,03¢ — 352 8,03 1,391 8,03: 9,42¢ 2,22¢ 2001 5-40 yrs.
Patewood | Office Greenville 942 5,117 — 99z 942 6,10¢ 7,051 2,31t 1985 5-40 yrs.
Patewood Il Office Greenville 94z 5,17¢ — 651 94z 5,821 6,76¢ 2,25¢ 1987 5-40 yrs.
Patewood Ill Office  Greenville 84z 4,77¢ — 48¢ 84z 5,26t 6,107 2,147 1989 5-40 yrs.
Patewood IV Office  Greenville 1,21¢ 6,91¢ — 61€ 1,21¢ 7,53¢ 8,75¢ 3,09t 1989 5-40 yrs.
Patewood V Office  Greenville 1,69( 9,58¢ — 1,35¢ 1,69( 10,94¢ 12,63¢ 4,44¢ 1990 5-40 yrs.
Patewood VI Office  Greenville 2,36( — 321 7,661 2,681 7,661 10,34: 2,69: 1999 5-40 yrs.
Kansas City, MO
Kansas 1920-
Country Club Plaza  Retail City 14,28¢  146,87¢ (19¢) 126,55: 14,08t  273,43( 287,51¢ 98,79¢ 2002 5-40 yrs.
Land - Hotel Land - Kansas
Valencia Office City 97¢ — 111 — 1,08¢ — 1,08¢ — N/A N/A
Kansas
Neptune Apartments  Office City 1,09¢ 6,28  (1,09¢) (6,282) — — — — 1988 5-40 yrs.
Kansas
One Ward Parkway  Office City 681 3,93 (681) (3,939) — — — — 1980 5-40 yrs.
Kansas
Park Plaza Building  Office City (1) 1,38¢ 6,41( — 1,982 1,38¢ 8,39: 9,77¢ 2,70¢ 1983 5-40 yrs.
Two Emanuel Kansas
Cleaver Boulevard Office City 984 4,40z — 2,074 984 6,47¢ 7,46( 1,95¢ 1983 5-40 yrs.
Valencia Place Kansas
Office Office City (1) 1,57¢ — 97C 36,67: 2,54¢ 36,67: 39,21¢ 13,28: 1999 5-40 yrs.
Memphis, TN
3400 Players Club
Parkway Office Memphis 1,00¢ — 207 5,26( 1,212 5,26( 6,47 2,02( 1997 5-40 yrs.
Triad Centre | Office Memphis 2,34( 11,38¢ (84¢9) 4,28¢ 1,491 15,67« 17,16¢ 4,84¢ 1985 5-40 yrs.
Triad Centre Il Office Memphis 1,98( 8,671 (404) 3,26¢ 1,57¢ 11,94¢ 13,52: 3,71 1987 5-40 yrs.
Atrium | & Il Office Memphis 1,57C 6,25 — 2,44¢ 1,57C 8,70z 10,27: 3,65¢ 1984 5-40 yrs.
Centrum Office Memphis 1,01% 5,58( — 2,581 1,01% 8,167 9,18( 3,19¢ 1979 5-40 yrs.
Comcast Office Memphis 94¢€ — — 8,621 94¢€ 8,621 9,567 1,80 2008 5-40 yrs.
International Place
Phase II Office Memphis 2) 4,88¢ 27,78 — 4,06( 4,88¢ 31,84: 36,72¢ 13,33¢ 1988 5-40 yrs.
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PennMarc Centre Office Memphis 7,028 3,601 10,24( — 1,42: 3,601 11,66: 15,27( 1,751 2008 5-40 yrs.
Shadow Creek | Office Memphis 924 — 46€ 6,55¢ 1,39( 6,55¢ 7,94¢ 2,02t 2000 5-40 yrs.
Shadow Creek Il Office Memphis 734 — 467 7,16¢ 1,201 7,16¢ 8,36¢ 1,96¢ 2001 5-40 yrs.
Southwind Office
Center A Office Memphis 1,004 5,694 282 1,44¢ 1,28¢ 7,142 8,42¢ 2,97¢ 1991 5-40 yrs.
Southwind Office
Center B Office Memphis 1,36€ 7,75¢ — 981 1,36¢€ 8,73t 10,10: 3,57¢ 1990 5-40 yrs.
Southwind Office
Center C Office Memphis 1,07C — 221 5,07¢ 1,291 5,07¢ 6,37( 1,83: 1998 5-40 yrs.
Southwind Office
Center D Office Memphis 744 — 19z 5,31( 937 5,31( 6,247 1,66¢ 1999 5-40 yrs.
Colonnade Office Memphis 1,30(C 6,481 267 50¢ 1,567 6,98¢ 8,55¢ 2,612 1998 5-40 yrs.
ThyssenKrupp
Elevator Mfg
Headquarters Office Memphis 1,04( — 25 8,34: 1,06t 8,34: 9,407 2,19¢ 2007 5-40 yrs.
General Services
Administration Office Memphis 871 — (871) — — — — — 2007 5-40 yrs.
Crescent Center Office Memphis 39,805 7,87¢ 32,75¢ — 4,16¢ 7,87¢ 36,92« 44,79¢ 2,97t 1986 5-40 yrs.
Southwind - Land Office Memphis 3,662 —  (147) — 2,18t — 2,18t — N/A N/A
Triad Centre IlI Office Memphis 1,25:% — — 35,12: 1,25% 35,12: 36,37t 2,94% 2009 5-40 yrs.
Nashville, TN
3322 West End Office Nashville 3,02t 27,49( — 3,55¢ 3,02t 31,04¢ 34,07: 10,30: 1986 5-40 yrs.
3401 West End Office Nashville 5,86: 22,91° — 5,63( 5,86: 28,547 34,40¢ 12,72: 1982 5-40 yrs.
5310 Maryland Way  Office Nashville 1,86: 7,201 — 23( 1,86% 7,431 9,294 3,13¢ 1994 5-40 yrs.
BNA Corporate
Center Office Nashville — 18,50¢ — (18,50¢) — — — — 1985 5-40 yrs.
Century City Plaza|  Office Nashville 90z 6,91¢ (909) (6,919 — — — — 1987 5-40 yrs.
Cool Springs 1 & 2
Deck Office Nashville 3) — — — 3,957 — 3,957 3,957 511 2007 5-40 yrs.
Cool Springs 3 & 4
Deck Office Nashville (1) — — — 4,41¢ — 4,41¢ 4,41¢ 63€ 2007 5-40 yrs.
Cool Springs | Office Nashville 3) 1,58 — 15 12,28¢ 1,59¢ 12,28¢ 13,88¢ 4,13t 1999 5-40 yrs.
Cool Springs Il Office Nashville 3) 1,82¢ — 34¢€ 18,15« 2,17( 18,15¢ 20,32« 5,42¢ 1999 5-40 yrs.
Cool Springs Il Office Nashville 3) 1,631 — 804 16,94¢ 2,43¢ 16,94¢ 19,38¢ 4,08¢ 2006 5-40 yrs.
Cool Springs IV Office Nashville Q) 1,71¢ — — 21,37: 1,71t 21,37 23,08t¢ 3,54¢ 2008 5-40 yrs.
Cool Springs V —
Healthways Office Nashville 3,68¢ — 29t 52,43: 3,98 52,43: 56,41¢ 8,58¢ 2007 5-40 yrs.
Harpeth On The
Green Il Office Nashville 1,41¢ 5,671 — 1,292 1,41¢ 6,96¢ 8,38¢ 2,941 1984 5-40 yrs.
Harpeth On The
Green Il Office Nashville 1,66( 6,64¢ — 1,83¢ 1,66( 8,48t 10,14t 3,51« 1987 5-40 yrs.
Harpeth On The
Green IV Office Nashville 1,71 6,84: — 1,46¢ 1,71% 8,30¢ 10,01¢ 3,31« 1989 5-40 yrs.
Harpeth On The
Green V Office Nashville 662 — 197 4,30¢ 85¢ 4,30¢ 5,16: 1,64 1998 5-40 yrs.
Hickory Trace Office Nashville 2) 1,164 — 164 4,651 1,32¢ 4,651 5,98t 1,35( 2001 5-40 yrs.
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Highwoods Plaza | Office Nashville 1,552 — 307 7,98¢ 1,85¢ 7,98¢ 9,84¢ 3,331 1996 5-40 yrs.
Highwoods Plaza Il Office Nashville 1,44¢ — 307 5,79¢ 1,75¢ 5,79¢ 7,55¢ 2,16( 1997 5-40 yrs.
Lakeview Ridge Il Office Nashville 60t — (605) — — — — — 1998 5-40 yrs.
Lakeview Ridge Il Office Nashville 1,07: — (1,079 — — — — — 1999 5-40 yrs.
Seven Springs -
Land | Office Nashville 3,127 — (1,31 — 1,80¢ — 1,80¢ — N/A N/A
Seven Springs -
Land Il Office Nashville 3,71¢ — (1,02 — 2,69( — 2,69( — N/A N/A
Seven Springs | Office Nashville 2,07¢ — 592 12,65¢ 2,66¢ 12,65¢ 15,32¢ 4,39; 2002 5-40 yrs.
SouthPointe Office Nashville 1,65t — 31C 6,761 1,96t 6,761 8,72¢ 2,48¢ 1998 5-40 yrs.
The Ramparts of
Brentwood Office Nashville 2,39¢ 12,80¢ — 2,10¢ 2,39¢ 14,91¢ 17,30¢ 4,907 1986 5-40 yrs.
Westwood South Office Nashville 2,10¢€ — 382 9,00€ 2,48¢ 9,00€ 11,49¢ 2,972 1999 5-40 yrs.
100 Winners Circle Office Nashville 1,497 7,25¢ — 1,36¢ 1,497 8,62¢ 10,12¢ 3,15¢ 1987 5-40 yrs.
Nashville - Land Office Nashville 15,00( — — —  15,00( — 15,00( — N/A N/A
Orlando, FL
Berkshire at
MetroCenter Office Orlando 1,26t — 672 12,78: 1,937 12,78: 14,71¢ 2,98¢ 2007 5-40 yrs.
Capital Plaza Ill -
Land Office Orlando 2,994 — 18 — 3,01Z — 3,01z — N/A N/A
Eola Park - Land Office Orlando 2,027 — — — 2,027 — 2,027 — N/A N/A
Cambridge at
MetroCenter Office Orlando 501 — 14 3,32( 51t 3,32( 3,83t 77z 2000 5-40 yrs.
Oxford - Land Office Orlando 1,10( — 51 — 1,151 — 1,151 — N/A N/A
MetroWest
Commerce Center Office Orlando 1,35¢ 7,681 (1649 4,81¢ 1,19 12,50: 13,69: 4,31¢ 1988 5-40 yrs.
Stratford - Land Office Orlando 2,03¢ — (24¢) — 1,88¢€ — 1,88¢ — N/A N/A
Windsor at
MetroCenter Office Orlando — — 2,06( 8,29¢ 2,06( 8,29¢ 10,35¢ 2,00( 2002 5-40 yrs.
The 1800 Eller South
Drive Building Office Florida — 9,851 — 2,61¢ — 12,47( 12,47( 5,55( 1983 5-40 yrs.
Piedmont Triad,
NC
101 South Stratford Piedmont
Road Office Triad 1,20t 6,91¢ — 1,164 1,20t 8,08( 9,28t 3,01¢ 1986 5-40 yrs.
Piedmont
6348 Burnt Poplar  Industrial Triad 724 2,90( — 254 724 3,15¢ 3,87¢ 1,35¢ 1990 5-40 yrs.
Piedmont
6350 Burnt Poplar  Industrial Triad 341 1,374 — 237 341 1,611 1,952 701 1992 5-40 yrs.
7341 West Friendly Piedmont
Avenue Industrial Triad 11z 841 — 381 11z 1,22 1,33t 521 1988 5-40 yrs.
7343 West Friendly Piedmont
Avenue Industrial Triad 72 55E — 272 72 82¢ 90C 331 1988 5-40 yrs.
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7345 West Friendly Piedmont
Avenue Industrial Triad 66 492 — 21C 6€ 70z 76¢ 29t 1988 5-40 yrs.
7347 West Friendly Piedmont
Avenue Industrial Triad 97 71¢ — 26¢ 97 98¢ 1,08t 407 1988 5-40 yrs.
7349 West Friendly Piedmont
Avenue Industrial Triad 53 39¢ — 161 53 554 607 20z 1988 5-40 yrs.
7351 West Friendly Piedmont
Avenue Industrial Triad 10€ 78¢ — 152 10€ 941 1,047 39¢ 1988 5-40 yrs.
7353 West Friendly Piedmont
Avenue Industrial Triad 12z 91z — 12C 12z 1,032 1,15¢ 42C 1988 5-40 yrs.
7355 West Friendly Piedmonti
Avenue Industrial Triad 72 53¢ — 15€ 72 694 76€ 27¢ 1988 5-40 yrs.
420 Gallimore Dairy Piedmont
Road Office Triad 37¢ 1,51¢ — 41¢ 37¢ 1,93¢ 2,31« 802 1990 5-40 yrs.
418 Gallimore Dairy Piedmont
Road Office Triad 462 1,84¢ — 414 462 2,26: 2,72¢ 94¢ 1986 5-40 yrs.
416 Gallimore Dairy Piedmont
Road Office Triad 322 1,29: — 48t 322 1,77¢ 2,10C 76€ 1986 5-40 yrs.
7031 Albert Pick Piedmont
Road Office Triad 51C 2,921 — 1,66¢ 51C 4,58¢ 5,09¢ 2,00¢ 1986 5-40 yrs.
7029 Albert Pick Piedmont
Road Office Triad 73¢ 3,237 — 87t 73¢ 4,117 4,851 1,93 1988 5-40 yrs.
7025 Albert Pick Piedmont
Road Office Triad 2) 2,39¢ 9,57¢ — 2,88¢ 2,39: 12,46( 14,85: 5,42¢ 1990 5-40 yrs.
7027 Albert Pick Piedmont
Road Office Triad 2) 85C — 69¢ 3,911 1,54¢ 3,911 5,46( 1,48¢ 1997 5-40 yrs.
7009 Albert Pick Piedmont
Road Industrial Triad 224 1,06¢ — 32C 224 1,38¢ 1,612 74¢ 1990 5-40 yrs.
426 Gallimore Dairy Piedmont
Road Office Triad 46t — 38C 1,02« 84t 1,02« 1,86¢ 42¢ 1996 5-40 yrs.
422 Gallimore Dairy Piedmont
Road Industrial Triad 14¢ 1,081 — 331 14¢ 1,412 1,551 57C 1990 5-40 yrs.
406 Gallimore Dairy Piedmont
Road Office Triad 26t — 27C 951 53¢ 951 1,48¢ 37¢ 1996 5-40 yrs.
7021 Albert Pick Piedmont
Road Industrial Triad 237 1,10% — 19¢ 237 1,30z 1,53¢ 567 1985 5-40 yrs.
7019 Albert Pick Piedmont
Road Industrial Triad 192 94¢ — 19¢ 192 1,14% 1,33% 48¢ 1985 5-40 yrs.
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7015 Albert Pick Piedmont

Road Industrial Triad 30t 1,21¢ — 372 30t 1,591 1,89¢ 682 1985 5-40 yrs.
7017 Albert Pick Piedmont

Road Industrial Triad 22t 92¢ — 11€ 22t 1,04¢ 1,26¢ 454 1985 5-40 yrs.
7011 Albert Pick Piedmont

Road Industrial Triad 171 777 — 23( 171 1,001 1,17¢ 432 1990 5-40 yrs.
424 Gallimore Dairy Piedmont

Road Office Triad 271 — 23¢ 98¢ 51C 98¢ 1,49¢ 48C 1997 5-40 yrs.
410 Gallimore Dairy Piedmont

Road Industrial Triad 35€ 1,61 — 20z 35€ 1,81¢ 2,171 84( 1985 5-40 yrs.
412 Gallimore Dairy Piedmont

Road Industrial Triad 374 1,52¢ — 371 374 1,90(¢ 2,27¢ 787 1985 5-40 yrs.
408 Gallimore Dairy Piedmont

Road Industrial Triad 341 1,48¢ — 62¢ 341 2,11t 2,45¢ 1,00¢ 1986 5-40 yrs.
414 Gallimore Dairy Piedmont

Road Industrial Triad 65¢ 2,67¢ — 64¢€ 65¢ 3,322 3,981 1,44 1988 5-40 yrs.
Piedmont

237 Burgess Road  Industrial Triad 86( 2,91¢ — 55C 86( 3,46¢ 4,32¢ 1,54¢ 1986 5-40 yrs.
Piedmont

235 Burgess Road  Industrial Triad 1,30z 4,39 — 70€ 1,302 5,09¢ 6,40( 2,50¢ 1987 5-40 yrs.
Piedmont

241 Burgess Road  Industrial Triad 45( 1,517 — 897 45( 2,41¢ 2,86¢ 964 1988 5-40 yrs.
Piedmont

243 Burgess Road  Industrial Triad 452 1,51« — 153 452 1,66 2,11¢ 774 1988 5-40 yrs.
496 Gallimore Dairy Piedmont

Road Industrial Triad 54¢€ — — 2,91¢ 54¢€ 2,91¢ 3,46¢ 1,157 1998 5-40 yrs.
494 Gallimore Dairy Piedmont

Road Industrial Triad 74¢ — — 2,50¢ 74¢ 2,50¢ 3,25¢ 854 1999 5-40 yrs.
486 Gallimore Dairy Piedmont

Road Industrial Triad 60z — — 2,27: 60z 2,27: 2,87¢ 72¢ 1999 5-40 yrs.
488 Gallimore Dairy Piedmont

Road Industrial Triad 49¢ — — 2,07t 49¢ 2,07t 2,574 661 1999 5-40 yrs.
490 Gallimore Dairy Piedmont

Road Industrial Triad 1,73 — — 5,742 1,73 5,742 7,47¢ 2,691 1999 5-40 yrs.
7825 National Piedmont

Service Road Office Triad 944 3,831 — 1,01% 944 4,84¢ 5,792 2,23( 1984 5-40 yrs.
7823 National Piedmont

Service Road Office Triad 887 3,55( — 50€ 887 4,05¢ 4,94: 1,81¢ 1985 5-40 yrs.
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7819 National Piedmont
Service Road Office Triad 221 907 — 43C 221 1,331 1,56¢ 644 1985 5-40 yrs.
7817 National Piedmont
Service Road Office Triad 24% 971 — 647 24z 1,61¢ 1,861 622 1985 5-40 yrs.
7815 National Piedmont
Service Road Office Triad 327 1,30¢ — 842 327 2,151 2,47¢ 96¢ 1985 5-40 yrs.
Brigham Road - Piedmont
Land Industrial Triad 7,05¢ — (3,720 — 3,33¢ — 3,33¢ — N/A N/A
Piedmont
3330 Healy Drive Office Triad 62t 2,18: (23%) 55k 39C 2,73¢ 3,12¢ 1,34¢ 1983 5-40 yrs.
Piedmont
3334 Healy Drive Office Triad 62% 4,43¢ (203) (983%) 422 3,452 3,87¢ 1,75¢ 1983 5-40 yrs.
Piedmont
1381 Old Mill Circle  Office Triad 68C 3,572 (217) (969) 462 2,60¢ 3,07z 1,317 1989 5-40 yrs.
1399 Ashleybrook Piedmont
Lane Office Triad 37¢€ 1,65¢ (123 (337) 25¢ 1,31¢ 1,571 667 1989 5-40 yrs.
7800 Thorndike Piedmont
Road Office Triad 1,041 5,892 — 1,42¢ 1,041 7,321 8,36: 2,817 1989 5-40 yrs.
Piedmont
651 Brigham Road  Industrial Triad 458 — 36C 2,90( 81: 2,90( 3,71 89¢ 2002 5-40 yrs.
Piedmont
657 Brigham Road  Industrial Triad 2,73 — 881 11,097 3,61« 11,097 14,71 1,92¢ 2006 5-40 yrs.
Piedmont
653 Brigham Road  Industrial Triad 814 — — 3,581 814 3,581 4,401 454 2007 5-40 yrs.
2000 Frontis Plaza Piedmont
Boulevard Office Triad 32¢ 1,861 — 767 32¢ 2,63¢ 2,96: 1,227 1985 5-40 yrs.
1501 Highwoods Piedmont
Boulevard Office Triad 1,47¢ — — 7,84¢ 1,47¢ 7,84¢ 9,32¢ 2,12¢ 2001 5-40 yrs.
Jefferson Pilot - Piedmont
Land Office Triad 11,75¢ — (4,31) — 7,44¢ — 7,44¢ — N/A N/A
Piedmont
4200 Tudor Lane Industrial Triad 51t — 38z 2,352 89¢ 2,352 3,25( 98¢ 1996 5-40 yrs.
Piedmont
4224 Tudor Lane Industrial Triad 43t — 28¢ 1,83¢ 72% 1,83¢ 2,561 724 1996 5-40 yrs.
7023 Albert Pick Piedmont
Road Office Triad 834 3,45¢ — 50C 834 3,95¢ 4,79: 1,70¢ 1989 5-40 yrs.
380 Knollwood Piedmont
Street - Retail Office Triad — 1 — 221 — 22¢ 22¢ 117 1995 5-40 yrs.
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370 Knollwood Piedmont
Street Office Triad 1,82¢ 7,498 — 2,621 1,82¢ 10,12: 11,94¢ 3,71¢ 1994 5-40 yrs.
380 Knollwood Piedmont
Street Office Triad 2,98¢ 12,02¢ — 2,90z 2,98¢ 14,93( 17,91¢ 6,58( 1990 5-40 yrs.
799 Hanes Mall Piedmont 1970-
Boulevard Office Triad 1,45( 11,37 — 1,00t 1,45( 12,38( 13,83( 4,92¢ 1987 5-40 yrs.
3901 Westpoint Piedmont
Boulevard Office Triad 347 1,38¢ — 97 347 1,48¢ 1,83: 652 1990 5-40 yrs.
Church St Medical Piedmont
Center | Office Triad 7,764 2,73¢ 9,12¢ — — 2,73¢ 9,12¢ 11,861 91 2003 5-40 yrs.
Church St Medical Piedmont
Center Il Office Triad 2,37¢ 5,451 — 3 2,37¢ 5,45¢ 7,83( 12t 2007 5-40 yrs.
Church St Medical Piedmont
Center lll Office Triad 92t 4,55] — 7€ 92t 4,627 5,552 91 2008 5-40 yrs.
Pittsburgh, PA
1983-
One PPG Place Office Pittsburgt (4) 9,81¢ 107,64 — 11,75: 9,81¢ 119,39« 129,21: 5,27¢ 1985 5-40 yrs.
Two PPG Place- 1983-
Office Office Pittsburgt 4) 2,302 10,86: — 37¢ 2,30z 11,23¢ 13,54: 52( 1985 5-40 yrs.
Two PPG Place- 1983-
Retail Office Pittsburgl 4) — 11F — 15C — 26E 26E 28 1985 5-40 yrs.
1983-
Three PPG Place Office  Pittsburgt 4) 501 2,92 — 55€ 501 3,47¢ 3,98( 152 1985 5-40 yrs.
1983-
Four PPG Place Office Pittsburgt (4) 62( 3,23¢ — 68¢ 62C 3,92¢ 4,54¢ 154 1985 5-40 yrs.
1983-
Five PPG Place Office Pittsburgt 4) 802 4,92¢ — 1,14¢ 80: 6,07: 6,87¢ 31C 1985 5-40 yrs.
1983-
Six PPG Place Office Pittsburgl 4) 3,35 25,60: — 2,744 BEO5E 28,34¢ 31,69¢ 1,69¢ 1985 5-40 yrs.
EQT Plaza Office Pittsburgt — 83,81: — — — 83,81. 83,81. 282 1987 5-40 yrs.
Raleigh, NC
3600 Glenwood
Avenue Office Raleigh — 10,99 — 4,581 — 15,57¢ 15,57¢ 5,441 1986 5-40 yrs.
3737 Glenwood
Avenue Office Raleigh — — 31¢ 15,347 31¢ 15,347 15,66! 4,822 1999 5-40 yrs.
4101 Research
Commons Office Raleigh 1,34¢ 8,34¢ 22C (2,109 1,56¢ 6,237 7,80¢ 2,02¢ 1999 5-40 yrs.
4201 Research
Commons Office Raleigh 1,204 11,85¢ — (1,289 1,20« 10,57« 11,77¢ 4,02¢ 1991 5-40 yrs.
4301 Research
Commons Office Raleigh 90( 8,237 — 534 90C 8,771 9,671 3,85:¢ 1989 5-40 yrs.
4401 Research
Commons Office Raleigh 1,24¢ 9,381 — 2,007 1,24¢ 11,39 12,64 4,98¢ 1987 5-40 yrs.
4501 Research
Commons Office Raleigh 78t 5,85¢ — 1,78( 78t 7,63¢€ 8,421 3,85¢ 1985 5-40 yrs.
4800 North Park Office Raleigh 2,67¢ 17,63( — 7,49: 2,67¢ 25,12¢ 27,80: 11,33 1985 5-40 yrs.
4900 North Park Office Raleigh 87 77C 1,98: — 1,27¢ 77C 3,25¢ 4,02¢ 1,37: 1984 5-40 yrs.
5000 North Park Office Raleigh 1,01( 4,612 (49) 2,42¢ 961 7,03t 7,99¢ 3,54¢ 1980 5-40 yrs.
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801 Raleigh
Corporate Center Office Raleigh 3) 82¢ — 272 9,56t 1,10C 9,56t 10,66¢ 2,70( 2002 5-40 yrs.
Blue Ridge | Office Raleigh 722 4,60¢ — 1,082 722 5,68¢ 6,41( 2,70t 1982 5-40 yrs.
Blue Ridge I Office Raleigh 462 1,41C — 494 462 1,904 2,36¢ 1,091 1988 5-40 yrs.
Cape Fear Office Raleigh 131 1,63( — 77C 131 2,400 2,531 2,22¢ 1979 5-40 yrs.
Catawba Office Raleigh 12t 1,63¢ — 2,39( 12t 4,02¢ 4,15( 2,97¢ 1980 5-40 yrs.
CentreGreen One Office Raleigh 2) 1,52¢ — (37¢) 9,40( 1,151 9,40( 10,55 2,671 2000 5-40 yrs.
CentreGreen Two Office Raleigh 2) 1,65:¢ — (38¢9) 8,88t 1,26¢ 8,88t 10,14¢ 2,65¢ 2001 5-40 yrs.
CentreGreen Three
Land Office Raleigh 1,87¢ — (389 — 1,49 — 1,492 — N/A N/A
CentreGreen Four Office Raleigh 2) 1,77¢ — (397) 11,12% 1,382 11,127 12,50¢ 3,98¢ 2002 5-40 yrs.
CentreGreen Five Office Raleigh 1,28( — 69 12,78: 1,34¢ 12,78: 14,13( 2,42¢ 2008 5-40 yrs.
Cottonwood Office Raleigh 60¢ 3,24¢ — 434 60¢ 3,67¢ 4,287 1,72¢ 1983 5-40 yrs.
Dogwood Office Raleigh 76€ 2,76¢ — 524 76€ 3,29¢ 4,05¢ 1,65¢ 1983 5-40 yrs.
EPA Office Raleigh 2,597 — — 1,67(C 2,591 1,67(C 4,261 94¢ 2003 5-40 yrs.
GlenLake - Land Office Raleigh 13,00: —  (6,09¢) 114 6,901 114 7,021 33 N/A N/A
GlenLake One Office Raleigh 2) 924 — 1,324 21,91« 2,24¢ 21,91« 24,16: 6,652 2002 5-40 yrs.
GlenLake Four Office Raleigh ?3) 1,65¢ — 492 21,92( 2,152 21,92( 24,07: 4,717 2006 5-40 yrs.
GlenLake Six Office Raleigh 941 — 737 22,18¢ 1,67¢ 22,18¢ 23,86¢ 3,557 2008 5-40 yrs.
701 Raleigh
Corporate Center Office Raleigh 3) 1,304 — 54C 13,81: 1,84« 13,81 15,65¢ 5,57( 1996 5-40 yrs.
Highwoods Centre Office Raleigh 531 — (267) 7,55 264 7,55 7,817 2,91¢ 1998 5-40 yrs.
Highwoods Office
Center North - Lanc  Office Raleigh 357 48 — — 357 49 40€ 31 N/A N/A
Highwoods Tower
One Office Raleigh 20z 16,74 — 3,371 20z 20,12: 20,32« 10,31¢ 1991 5-40 yrs.
Highwoods Tower
Two Office Raleigh 36E — 50z 21,36: 86¢ 21,36: 22,23( 6,11« 2001 5-40 yrs.
Inveresk Parcel 2 -
Land Office Raleigh 657 — 197 — 854 — 854 — N/A N/A
Inveresk Parcel 3 -
Land Office Raleigh 54¢ — 30€ — 854 — 854 — N/A N/A
Lake Boone Medical
Center Office Raleigh 1,45C 6,311 — 257 1,45( 6,56¢ 8,01¢ 527 1998 5-40 yrs.
4620 Creekstone
Drive Office Raleigh 14¢ — 107 3,15¢ 25€ 3,15¢ 3,40¢ 982 2001 5-40 yrs.
4825 Creekstone
Drive Office Raleigh 39¢ — 29z 9,28: 691 9,28: 9,97:¢ 3,131 1999 5-40 yrs.
Pamlico Office Raleigh 28¢ — — 14,82¢ 28¢ 14,82¢ 15,11« 9,94: 1980 5-40 yrs.
ParkWest One Office Raleigh 242 — — 3,31t 24z 3,31t 3,657 94¢€ 2001 5-40 yrs.
ParkWest Two Office Raleigh 35€ — — 4,09¢ 35¢€ 4,09¢ 4,45¢ 1,57¢ 2001 5-40 yrs.
ParkWest Three -
Land - Weston Office Raleigh 30¢€ — — — 30¢€ — 30¢€ — N/A 5-40 yrs.
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Progress Center
Renovation Office Raleigh — — — 362 — 362 362 21¢ 2003 5-40 yrs.
Raleigh Corp Center
Lot D Office Raleigh 1,211 — 8 — 1,21¢ — 1,21¢ — N/A N/A
PNC Plaza Office Raleigh 45,662 1,20¢ — — 71,55: 1,20¢ 71,55: 72,75¢ 9,831 2008 5-40 yrs.
Rexwoods Center | Office Raleigh 87¢ 3,73( — 1,22¢ 87¢ 4,95¢ 5,83 2,79¢ 1990 5-40 yrs.
Rexwoods Center Il Office Raleigh 362 1,81¢ — 1,001 362 2,81¢ 3,181 93( 1993 5-40 yrs.
Rexwoods Center Il Office Raleigh 91¢ 2,81¢€ — 751 91¢ 3,567 4,48¢ 1,88¢ 1992 5-40 yrs.
Rexwoods Center I'  Office Raleigh 58€ — — 3,88¢ 58€ 3,88¢ 4,472 1,574 1995 5-40 yrs.
Rexwoods Center V  Office Raleigh 1,301 — 184 5,241 1,48t 5,241 6,72¢ 1,94z 1998 5-40 yrs.
Riverbirch Office Raleigh 46¢ 4,03¢ 23 6,40¢ 492 10,44° 10,93¢ 59¢ 1987 5-40 yrs.
Situs | Office Raleigh 692 4,64¢ 17¢ (1,189 87C 3,457 4,327 1,33¢ 1996 5-40 yrs.
Situs Il Office Raleigh 71¢ 6,254 181 (1,08)) 89¢ 5,17¢ 6,07 1,851 1998 5-40 yrs.
Situs Il Office Raleigh 44C 4,07¢ 11¢ (1,00¢) 55¢ 3,07C 3,62¢ 1,02¢ 2000 5-40 yrs.
Six Forks Center | Office Raleigh 66€ 2,66t — 1,26¢ 66€ 3,93¢ 4,59¢ 1,774 1982 5-40 yrs.
Six Forks Center I Office Raleigh 1,08¢ 4,53 — 1,582 1,08¢ 6,11t 7,201 2,80: 1983 5-40 yrs.
Six Forks Center Il Office Raleigh 862 4,411 — 1,891 862 6,30¢ 7,17C 2,95¢ 1987 5-40 yrs.
Smoketree Tower Office Raleigh 2,35 11,74: — 4,24¢ 2,35¢ 15,98¢ 18,34: 7,08 1984 5-40 yrs.
4601 Creekstone
Drive Office Raleigh 25¢ — 217 5,18¢ 472 5,18¢ 5,65¢€ 1,94t 1997 5-40 yrs.
Weston - Land Office Raleigh 22,77 — (8,939 — 13,83 — 13,83: — N/A N/A
4625 Creekstone
Drive Office Raleigh 45¢ — 26¢ 5,142 72€ 5,142 5,86¢ 2,20( 1995 5-40 yrs.
11000 Weston
Parkway Office Raleigh 2,65! 18,85( — 23z 2,651 19,08: 21,73¢ 572 1998 5-40 yrs.
Other Property Other Raleigh 24,97t 9,49t  (23,15) 4,57¢ 1,82¢ 14,06¢ 15,89« 7,467 N/A N/A
Richmond, VA
4900 Cox Road Office  Richmonc 1,324 5,311 — 3,00¢ 1,324 8,317 9,641 3,60¢ 1991 5-40 yrs.
Colonnade Building  Office  Richmonc 2) 1,36¢ 6,10t — 722 1,36¢ 6,827 8,191 1,967 2003 5-40 yrs.
Dominion Place -
Pitts Parcel - Land Office  Richmonc 1,101 — (18¢) — 912 — 912 — N/A N/A
Markel 4521 Office  Richmonc 10,142 1,581 13,29¢ — (1,74¢) 1,581 11,55:¢ 13,13« 3,68:¢ 1999 5-40 yrs.
Grove Park | Office Richmonc 71z — 31¢ 5,23( 1,03z 5,23( 6,262 1,97¢ 1997 5-40 yrs.
Hamilton
Beach/Proctor-Silex  Office Richmonc 1,08¢ 4,34¢ — 2,028 1,08¢ 6,37( 7,45¢€ 3,02¢ 1986 5-40 yrs.
Highwoods
Commons Office  Richmonc 521 — 44¢€ 3,34: 967 3,34: 4,31( 1,13: 1999 5-40 yrs.
Highwoods One Office  Richmonc 1,68¢ — — 11,01« 1,68¢ 11,01« 12,70: 4,24¢ 1996 5-40 yrs.
Highwoods Two Office  Richmonc 2) 78¢€ — 21z 6,07( 99¢ 6,07( 7,06¢ 2,37( 1997 5-40 yrs.
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Highwoods Five Office Richmonc 78% — — 5,33¢ 78% 5,33¢ 6,12 1,961 1998 5-40 yrs.
Highwoods Plaza Office  Richmonc 90¢ — 17€ 5,71¢ 1,08t 5,71¢ 6,80¢ 1,78¢ 2000 5-40 yrs.
Markel 4551 Office  Richmonc 4,809 1,30( 6,95¢ (149 (414  1,15¢ 6,54+ 7,70( 1,47¢ 1987 5-40 yrs.
Innslake Center Office  Richmonc 84t — 19t 5,39¢ 1,04( 5,39¢ 6,43¢€ 1,521 2001 5-40 yrs.
Highwoods Centre Office Richmonc 1,20¢ 4,82¢ — 1,09¢ 1,20t 5,92 7,12¢ 2,37¢ 1990 5-40 yrs.
Markel 4501 Office Richmonc 7,992 1,30(¢ 13,25¢ 72 (4,410 1,37 8,84¢ 10,22: 2,01z 1998 5-40 yrs.
Markel 4600 Office Richmonc 10,142 1,70C 17,08: (38¢) (5,389 1,31« 11,69: 13,00¢ 2,617 1989 5-40 yrs.
North Park Office  Richmonc 2,16: 8,65¢ (24) 1,84¢ 2,14¢ 10,50¢ 12,65¢ 4,84¢ 1989 5-40 yrs.
North Shore
Commons | Office  Richmonc 2) 951 — — 11,36 951 11,36 12,31: 3,18¢ 2002 5-40 yrs.
North Shore
Commons I Office Richmonc ) 2,067 — (203) 11,07t 1,96¢ 11,07t 13,03¢ 2,21t 2007 5-40 yrs.
North Shore
Commons C - Land  Office Richmonc 1,497 — — — 1,497 — 1,497 — N/A N/A
North Shore
Commons D - Land  Office Richmonc 1,261 — — — 1,261 — 1,261 — N/A N/A
Nucklos Corner
Land Office Richmonc 1,25¢ — — — 1,25¢ — 1,25¢ — N/A N/A
One Shockoe Plaze  Office Richmonc — — 35€ 15,16+ 35€ 15,16+ 15,52( 6,684 1996 5-40 yrs.
Pavilion Land Office Richmonc 181 4€ 2C (46) 201 — 201 — N/A N/A
Lake Brook
Commons Office Richmonc 1,60( 8,86¢ — 2,06 1,60( 10,927 12,527 1,332 1996 5-40 yrs.
Sadler & Cox Land Office Richmonc 1,53¢ — — — 1,63t — 1,63t — N/A N/A
4840 Cox Road Office  Richmonc 2) 1,91¢ — 337 13,55( 2,25¢ 13,55( 15,80¢ 4,07t 2005 5-40 yrs.
Stony Point F Land Office  Richmonc 1,841 — — — 1,841 — 1,841 — N/A N/A
Stony Point | Office Richmonc 2) 1,38¢ 11,63( 59 2,48( 1,44: 14,11( 15,55 5,26¢ 1990 5-40 yrs.
Stony Point Il Office Richmonc 1,24( — — 11,82¢ 1,24C 11,82¢ 13,06¢ 3,89¢ 1999 5-40 yrs.
Stony Point Il Office Richmonc ) 99t — — 9,27( 99t 9,27( 10,26¢ 2,73¢ 2002 5-40 yrs.
Stony Point IV Office Richmonc 95E — — 11,45¢ 95E 11,45¢ 12,41« 2,86¢ 2006 5-40 yrs.
Technology Park | Office  Richmonc 541 2,16¢ — 362 541 2,52¢ 3,07( 1,05¢ 1991 5-40 yrs.
Technology Park II Office  Richmonc 264 1,05¢ — 10¢ 264 1,167 1,431 507 1991 5-40 yrs.
Vantage Place-A Office  Richmonc 2) 20z 811 — 16€ 20z 97¢ 1,182 44¢ 1987 5-40 yrs.
Vantage Place-B Office Richmonc ) 23¢ 931 — 254 23¢ 1,18t 1,41¢ 512 1988 5-40 yrs.
Vantage Place-C Office Richmonc 2) 23t 94( — 282 23t 1,222 1,457 542 1987 5-40 yrs.
Vantage Place-D Office Richmonc ) 21¢ 87: — 28¢ 21¢ 1,15¢€ 1,37¢ 51F 1988 5-40 yrs.
Vantage Pointe Office  Richmonc 2) 1,08¢ 4,50( — 1,27¢ 1,08¢ 5,77¢ 6,86¢ 2,547 1990 5-40 yrs.
Virginia Mutual Office  Richmonc 1,301 6,03¢ — 70¢ 1,301 6,74t 8,04¢ 2,137 1996 5-40 yrs.
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Costs Capitalized
Subsequent to

Initial Costs Acquisition Gross Value at Close of Period
Life on
Which
Depreciation
Segment 2012 Bldg & Bldg & Bldg & Total Accumulated Date of is
Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation ~ Construction Calculated
Waterfront Plaza Office Richmonc 58E 2,347 — 1,18( 58E 3,527 4,11z 1,572 1988 5-40 yrs.
West Shore | Office  Richmonc 33z 1,431 — 19t 33z 1,62¢ 1,95¢ 66¢ 1995 5-40 yrs.
West Shore Il Office  Richmonc 48¢ 2,181 — 59z 48¢ 2,77¢ 3,26: 1,09¢ 1995 5-40 yrs.
West Shore Il Office  Richmonc 961 — 141 4,29t 1,10z 4,29t 5,391 1,50¢ 1997 5-40 yrs.
Tampa, FL
380 Park Place Office Tampa 1,50z — 24C 6,94¢ 1,742 6,94¢ 8,68¢ 2,05¢ 2001 5-40 yrs.
4200 Cypress Office Tampa 2,67¢ 16,47( — 897 2,67¢ 17,367 20,04( 2,42t 1989 5-40 yrs.
Anchor Plaza Office Tampa 1,281 11,31¢ — 1,241 1,281 12,55¢ 13,84( 4,77: 1988 5-40 yrs.
Avion Park - Land Office Tampa 5,237 — — 1,481 5,23 1,487 6,72¢ 15€ N/A N/A
Bayshore Place Office Tampa 2,27¢ 11,81° — 1,24¢ 2,27¢ 13,06: 15,33] 4,96( 1990 5-40 yrs.
General Services
Administration Office Tampa 3) 4,054 — 40€ 27,27: 4,46( 27,27: 31,73 6,33( 2005 5-40 yrs.
Feather Sound
Corporate Ctr I Office Tampa 80z 7,46 (802) (7,467) — — — — 1986 5-40 yrs.
Harborview Plaza Office Tampa 3,531 29,94« 96¢ (5,13¢)  4,50¢ 24,80¢ 29,31: 6,14: 2001 5-40 yrs.
Highwoods Preserve
Building | Office Tampa 3) 991 — — 22,21¢ 991 22,21¢ 23,20° 7,35(C 1999 5-40 yrs.
Highwoods Preserv
- Land Office Tampa 1,48¢ — 48t — 1,97C — 1,97C — N/A N/A
Highwoods Preserve
Building V Office Tampa 3) 881 — — 27,28: 881 27,28: 28,16: 10,19t 2001 5-40 yrs.
Highwoods Bay
Center | Office Tampa 3,56¢ — (64) 37,75¢ 3,501 37,75¢ 41,25t 7,301 2007 5-40 yrs.
HIW Bay Center Il -
Land Office Tampa 3,48: — — — 3,48: — 3,48: — N/A N/A
Highwoods Preserv
Building VII Office Tampa 79C — — 12,49¢ 79C 12,49¢ 13,28¢ 1,781 2007 5-40 yrs.
HIW Preserve VII
Garage Office Tampa — — — 6,78¢ — 6,78¢ 6,78¢ 1,004 2007 5-40 yrs.
Horizon Office Tampa — 6,257 — 2,72¢ — 8,981 8,981 3,85( 1980 5-40 yrs.
LakePointe One Office Tampa 2,10¢ 8¢ — 36,29° 2,10¢ 36,38¢ 38,49: 13,84¢ 1986 5-40 yrs.
LakePointe Two Office Tampa 2,00( 15,84¢ 672 7,80: 2,672 23,65 26,32: 7,974 1999 5-40 yrs.
Lakeside Office Tampa — 7,36¢ — 96& — 8,33¢ 8,33¢ 3,17z 1978 5-40 yrs.
Lakeside/Parkside
Garage Office Tampa — — — 3,571 — 3,571 3,571 65€ 2004 5-40 yrs.
One Harbour Place Office Tampa 2,01¢€ 25,25: — 6,73( 2,01¢€ 31,98: 33,99¢ 10,98: 1985 5-40 yrs.
Parkside Office Tampa — 9,407 — 3,50z — 12,90¢ 12,90¢ 5,86¢ 1979 5-40 yrs.
Pavilion Office Tampa — 16,39 — 3,20¢ — 19,60: 19,60: 7,501 1982 5-40 yrs.
Pavilion Parking
Garage Office Tampa — — — 5,68¢ — 5,68¢ 5,68¢ 1,851 1999 5-40 yrs.
Spectrum Office Tampa 1,45¢ 14,50: — 5,261 1,45¢ 19,76: 21,217 7,447 1984 5-40 yrs.
Tower Place Office Tampa ?3) 3,21¢ 19,89¢ — 2,76¢ 3,21¢ 22,66: 25,88( 9,467 1988 5-40 yrs.
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Costs Capitalized
Subsequent to

Initial Costs Acquisition Gross Value at Close of Period
Life on
Which
Depreciation
Segment 2012 Bldg & Bldg & Bldg & Total Accumulated Date of is
Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation  Construction Calculated
Westshore Square  Office Tampa 1,12¢ 5,18¢ — 1,641 1,12¢ 6,827 7,95¢ 2,25¢ 1976 5-40 yrs.
Independence Parl
Land Office Tampa 4,94: — — — 4,94: — 4,94: — N/A N/A
Independence Part  Office Tampa 2,531 4,52¢ — 4,71¢€ 2,531 9,24: 11,77: 561 1983 5-40 yrs.

533,19¢ 1,809,761 (41,207 1,494,70: 491,99t 3,304,461 3,796,46. 947,56

2012 Encumbrance Notes

(1) These assets are pledged as collateral for a $80@Dfirst mortgage loz
(2) These assets are pledged as collateral for a $172,6@0 first mortgage loz
(3) These assets are pledged as collateral for a $A1,0® first mortgage loz

(4) These assets are pledged as collateral for a 200 first mortgage loz
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{dhe Securities Exchange Act of 1934, the Regyisthas duly caused this report tc
signed on its behalf by the undersigned, theredulp authorized, in the City of Raleigh, State afrth Carolina, on February 12, 2013 .

Highwoods Properties, Inc.

By: /sl Edward J. Fritsch
Edward J. Fritsch
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpithe following persons on behall
the Registrant and in the capacity and on the datisated.

Signature Title Date

/sl O. Temple Sloan, Jr. Chairman of the Board of Directors Februbzy 2013
O. Temple Sloan, Jr.

/s/ Edward J. Fritsch President, Chief Executive Officer and Director February 12, 2013
Edward J. Fritsch

/sl Thomas W. Adler Director February 12, 2013
Thomas W. Adler

/sl Gene H. Anderson Director February 12, 2013
Gene H. Anderson

/s/ David J. Hartzell Director February 12, 2013
David J. Hartzell

/sl Sherry A. Kellett Director February 12, 2013
Sherry A. Kellett

/s/ Mark F. Mulhern Director February 12, 2013
Mark F. Mulhern

/sl L. Glenn Orr, Jr. Director February 12, 2013
L. Glenn Orr, Jr.

/sl Terry L. Stevens Senior Vice President and Chief Financial Office February 12, 2013
Terry L. Stevens

/sl Daniel L. Clemmens Vice President and Chief Accounting Officer February 12, 2013
Daniel L. Clemmens
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Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regyithas duly caused this report tc
signed on its behalf by the undersigned, theredulp authorized, in the City of Raleigh, State afrth Carolina, on February 12, 2013 .

Highwoods Realty Limited Partnership
By:  Highwoods Properties, Inc., its sole geneeatmer

By: /s/ Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behall
the Registrant and in the capacity and on the datisated.

Signature Title Date

/sl O. Temple Sloan, Jr. Chairman of the Board of Directors of the GehBaatner February 12, 2013
O. Temple Sloan, Jr.

President, Chief Executive Officer and Directotlud General
/sl Edward J. Fritsch Partner February 12, 2013

Edward J. Fritsch

/s/ Thomas W. Adler Director of the General Partner February2lid,3
Thomas W. Adler

/s/ Gene H. Anderson Director of the General Partner February2i1,3
Gene H. Anderson

/s/ David J. Hartzell Director of the General Partner February2,3
David J. Hartzell

/sl Sherry A. Kellett Director of the General Partner February2i1,3
Sherry A. Kellett

/s/ Mark F. Mulhern Director of the General Partner February2ld,3
Mark F. Mulhern

/s/ L. Glenn Orr, Jr. Director of the General Partner February2i1,3
L. Glenn Orr, Jr.

Senior Vice President and Chief Financial Offickthe
/sl Terry L. Stevens General Partner February 12, 2013

Terry L. Stevens

Vice President and Chief Accounting Officer of theneral
/sl Daniel L. Clemmens Partner February 12, 2013

Daniel L. Clemmens
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Exhibit 10.11

AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL EMPLOYMENT AGREEMENT

AGREEMENT by and between HIGHWOODS PROPERTIES, INCMaryland corporation (the “Company”
and Edward J. Fritsch (the “Executive”), dated aBebruary 12, 2013.

The Compensation Committee of the Board of Dirextdrthe Company (the “Board”) has deteined that it is i
the best interests of the Company and its stockensitb ensure that the Company will have the caetirdedication of tf
Executive, notwithstanding the possibility, threatoccurrence of a Change of Control (as define@ewation 1) of th
Company. The Board believes it is imperative toidigh the inevitable distraction of the Executive Wirtue of the
personal uncertainties and risks created by a pgrati threatened Change of Control and to encoutegg&xecutive's fu
attention and dedication to the Company curremily ia the event of any threatened or pending Chah@wontrol, and t
provide the Executive with compensation and bemefitangements upon a Change of Control which enthat th
compensation and benefits expectations of the Eixecwill be satisfied and which are competitivettwthose of othe
corporations. Therefore, in order to accomplishs¢hebjectives, the Board has caused the Compaewnt&y into thi
Agreement.

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:

SECTION 1. Certain Definitions

(&) The “Effective Date” shall mean the first date dagrithe Change of Control Period (as defined iniSect
(b)) on which a Change of Control occurs. Anythinghis Agreement to the contrary notwithstandifigg Change ¢
Control occurs and if the Executive's employmerihwhe Company is terminated prior to the date diciwthe Chang
of Control occurs, and if it is reasonably demaatsil by the Executive that such termination of eymplent (i) was at tt
request of a third party who has taken steps reddpcalculated to effect the Change of Contrd{iprotherwise arose
connection with or anticipation of the Change oh@ol, then for all purposes of this Agreement‘tB#ective Date”shal
mean the date immediately prior to the date of $anhination of employment.

(b) The “Change of Control Periodhall mean the period commencing on the date henedfending on tt
third anniversary of such date; provided, howetreat commencing on the date one year after theldatenf, and on ea
annual anniversary of such date (such date and &achal anniversary thereof shall be hereinaftéarmed to as tr
“Renewal Date”)the Change of Control Period shall be automaticaiended so as to terminate three years from
Renewal Date, unless at least 60 days prior tRémeewal Date the Company shall give notice to tkecktive that th
Change of Control Period shall not be so extended.

(c) For purposes of this Agreement, a “Change of Cégtwll mean:

() The acquisition by any individual, entity or gro(waithin the meaning of Section 13(d)(3) or 14(d
of the Securities Exchange Act of 1934, as ameiftted“Exchange Act”)) (a “Person§f beneficial ownership (with
the meaning of Rule 13& promulgated under the Exchange Act) of 20% orenadreither (a) the then outstanding sh
of common stock of the Company (the “Outstandingn@any Common Stock®r (b) the combined voting power of
then outstanding voting securities of the Compamtjtled to vote generally in the election of direst (the ‘Outstandin
Company Voting Securities”);




provided, however, that the following acquisitiostsall not constitute a Change of Control: (I) amguasition directl
from the Company (excluding an acquisition by \ertf the exercise of a conversion privilege), &y acquisition by tr
Company, (Ill) any acquisition by any employee bienpan (or related trust) sponsored or maintaibgdhe Company
any corporation controlled by the Company or (Iy acquisition by any corporation pursuant to ageanization, merg
or consolidation, if, following such reorganizatjonerger or consolidation, the conditions descrilbeclauses (1), (Il) ar
(1) of subsection (i) of this Section 1(c) ardished; or

(i) Individuals who, as of the date hereof, constithte Board (the “Incumbent Boardtease for ar
reason to constitute at least a majority of therBpprovided, however, that any individual becoméndirector subseque
to the date hereof whose election, or nominatiorefection by the Company's stockholders, was ajgatdy a vote of .
least a majority of the directors then comprising Incumbent Board shall be considered as though isdividual were
member of the Incumbent Board, but excluding, fos purpose, any such individual whose initial agstion of office
occurs as a result of either an actual or thredtefection contest (as such terms are used in Rldell of Regulatio
14A promulgated under the Exchange Act) or oth&wad®r threatened solicitation of proxies or carisdy or on behe
of a Person other than the Board; or

(i)  Approval by the stockholders of the Company of @ganization, merger or consolidation, in €
case, unless, following such reorganization, memerconsolidation, (a) more than 60% of, respebtivéhe thei
outstanding shares of common stock of the corpmragsulting from such reorganization, merger arsotidation and tf
combined voting power of the then outstanding \gtaecurities of such corporation entitled to voemeyally in th
election of directors is then beneficially ownedredtly or indirectly, by all or substantially atif the individuals ar
entities who were the beneficial owners, respeltjvef the Outstanding Company Common Stock andstantlin
Company Voting Securities immediately prior to suebrganization, merger or consolidation in sulisiiy the sam
proportions, as their ownership, immediately ptiorsuch reorganization, merger or consolidationthef OQutstandir
Company Common Stock and Outstanding Company V@imgurities, as the case may be, (b) no Persotufeng the
Company, any employee benefit plan (or relatedtitro$ the Company or such corporation resultingmfreuct
reorganization, merger or consolidation and anysétebeneficially owning, immediately prior to suckorganizatior
merger or consolidation, directly or indirectly,%8(r more of the Outstanding Company Common StodRudstandin
Voting Securities, as the case may be) beneficays, directly or indirectly, 20% or more of, respively, the the
outstanding shares of common stock of the corpmratsulting from such reorganization, merger arsotidation or th
combined voting power of the then outstanding \@tsecurities of such corporation entitled to voenegally in th
election of directors and (c) at least a majorityh@ members of the board of directors of the ocmapon resulting fror
such reorganization, merger or consolidation weesnivers of the Incumbent Board at the time of thecetion of th
initial agreement providing for such reorganizatiorerger or consolidation; or

(iv)  Approval by the stockholders of the Company of §agomplete liquidation or dissolution of
Company or (b) the sale or other disposition ofaallsubstantially all of the assets of the Compantiier than to
corporation, with respect to which following sudcklesor other disposition, (I) more than 60% ofpexgively, the the
outstanding shares of common stock of such corporand the combined voting power of the then amiding votin
securities of such corporation entitled to voteegally in the election of directors is then beneflg owned, directly ¢
indirectly, by all or substantially all of the indliluals and entities who were the beneficial ownesspectively, of the Out-
standing Company Common Stock and Outstanding Coynpating Securities immediately prior to such sateothe
disposition in substantially the same proportiortresr ownership, immediately prior to such saletirer disposition,
the Outstanding Company Common Stock and Outstgri@ampany Voting Securities, as the case may be,




(I no Person (excluding the Company and any egg#obenefit plan (or related trust) of the Compamysuct
corporation and any Person beneficially owning, edmately prior to such sale or other dispositianeatly or indirectly
20% or more of the Outstanding Company Common StocButstanding Company Voting Securities, as #seanay by
beneficially owns, directly or indirectly, 20% orome of, respectively, the then outstanding shafesommon stock ¢
such corporation and the combined voting powethefthen outstanding voting securities of such aafgan entitled t
vote generally in the election of directors and) (dt least a majority of the members of the boafrdlirectors of suc
corporation were members of the Incumbent Boarthattime of the execution of the initial agreementction of th
Board providing for such sale or other dispositid@assets of the Company.

(d) “ Separation from Service' Termination of Employmerit,“Terminates Employmehtand similar terrr
mean the date that Executive separated from semtben the meaning of section 409A of the Coden&ally, Executiv
will separate from service if the Executive diestires, or otherwise has a Separation from Semwitie the Compan:
determined in accordance with the following:

() Leaves of AbsenceThe employment relationship is treated as comintact while Executive is
military leave, sick leave, or other bona fide le@f absence if the period of such leave doesxuses six (6) months, «
if longer, so long as Executive retains a rightréemployment with the Company under an applicabdéute or by
contract. A leave of absence constitutes a bona ave of absence only if there is a reasonabpecation the
Executive will return to perform services for ther@pany. If the period of leave exceeds six (6) merand Executiy
does not retain a right to reemployment under gilicgble statute or by contract, the employmerdtrehship is deems
to terminate on the first date immediately follogisuch six (6)month period. Notwithstanding the foregoing, whe
leave of absence is due to any medically deternenatiysical or mental impairment that can be exgubtd result in dea
or can be expected to last for a continuous pesfabt less than six (6) months, where such impamntauses Executi
to be unable to perform the duties of his or hesitppn of employment or any substantially similaosfion o
employment, a twenty-nine (29)-month period of alsseshall be substituted for such six (6)-monthaaer

(i)  Dual Status. Generally if Executive performs services bothaasemployee and an indepenc
contractor, Executive must separate from servicth las an employee, and as an independent contrpoteuant t
standards set forth in the Treasury Regulationbettreated as having a Separation from Serviceeder, if Executiv
provides services to the Company as an employeaarmmember of the Board, and if any plan in wisiebh persc
participates as a Board member is not aggregateédtins Agreement pursuant to Treasury Regulatiectin 1.409/-1
(c)(2)(ii), then the services provided as a dire@ee not taken into account in determining whetBgecutive has
Separation from Service as an employee for purpaoistsss Agreement.

(i)  Separation from ServiceWhether a Separation from Service has occurrettisrmined based
whether the facts and circumstances indicate tmatGompany and Executive reasonably anticipatet rtbafurthe
services would be performed after a certain dathatrthe level of bona fide services Executive Mqerform after suc
date (whether as an employee or as an independettactor except as provided in the preceding papm woul
permanently decrease to no more than twenty pe(26ft) of the average level of bona fide service$gomed (whethe
as an employee or an independent contractor, exaepirovided in the preceding paragraph) over theddiatel
preceding thirty six (36) month period (or the fpkriod of services to the Company if Executive hasn providin
services to the Company less than thirty six (36htins). For periods during which Executive is gmaa bona fide lea
of absence and has not otherwise terminated emgloyas described above, for purposes of this paphdExecutive
treated as providing bona fide services at a legahl to the level of services that Executive




would have been required to perform to receivedbmpensation paid with respect to such leave oérades Perioc
during which Executive is on an unpaid bona fidavee of absence and has not otherwise terminatedogment ar
disregarded for purposes of this paragraph (inolydor purposes of determining the applicable yhéik (36) month (c
shorter) period).

(iv)  Service with Related Companie$or purposes of determining whether a Separdtmn Servic
has occurred under the above provisions, the “Cogipshall include the Company and all Related Conma “ Relatel
Company” means: (1) any corporation that is a member ofrarotbed group of corporations (as defined in C&aetior
414(b) that includes the Company); and (ii) angérar business (whether or not incorporated) thatnder commc
control (as defined in Code Section 414(c) with@wmpany. For purposes of applying Code Sectiod¢b}nd (c), 50¢
is substituted for the 80% ownership level.

(e) “ Related Company means: (1) any corporation that is a member ofrdrotbed group of corporations |
defined in Code Section 414(b) that includes then@any); and (ii) any trade or business (whethenairincorporatec
that is under common control (as defined in Codeti@e 414(c) with the Company. For purposes of wppl Cod¢
Sections 414(b) and (c), 50% is substituted for80i ownership level.

SECTION 2. Employment Period The term of this Agreement shall commence onBfiective Date and el
on the third anniversary of such date (the “EmplegtrPeriod”),subject to the termination provisions in Sectiorend *
herein.

SECTION 3. Terms of Employment

(@) Position and Duties.

()  During the Employment Period, (A) the Executivetssipon (including status, offices, titles ¢
reporting requirements), authority, duties and oespbilities shall be at least commensurate inradterial respects wi
the most significant of those held, exercised as®igaed at any time during the @8y period immediately preceding
Effective Date and (B) the Executive's servicedlgba performed at the location where the Executigs employe
immediately preceding the Effective Date or anyceffwhich is the headquarters of the Company atessthan 35 mile
from such location.

(i)  During the Employment Period, and excluding anyiqokr of vacation and sick leave to which
Executive is entitled, the Executive agrees to teeveasonable attention and time during normalnassi hours to tl
business and affairs of the Company and, to thenéxtecessary to discharge the responsibilitiegraess to the Executi
hereunder, to use the Executive's reasonable fiedgisdo perform faithfully and efficiently suclesponsibilities. Durin
the Employment Period, it shall not be a violatadrthis Agreement for the Executive to (A) serveaamporate, civic ¢
charitable boards or committees, (B) deliver lezsurfulfill speaking engagements or teach at ethrgatinstitutions an
(C) manage personal investments, so long as suolhtias do not significantly interfere with the gbermance of th
Executive's responsibilities as an employee ofGbmpany in accordance with this Agreement. It igregsly understoc
and agreed that to the extent that any such aesuitave been conducted by the Executive pridnéd=ffective Date, tt
continued conduct of such activities (or the condfcactivities similar in nature and scope theyetobsequent to t
Effective Date shall not hereafter be deemed terfate with the performance of the Executive's oaspilities to th
Company.




(b) Compensation.

() Base Salary . During the Employment Period, the Executive shadeive an annual base sa
(“Annual Base Salary”)which shall be paid in equal installments on a rhiynbasis, at least equal to twelve times
highest monthly base salary paid or payable t&Etterutive by the Company and its affiliated compann respect of tl
twelve-month period immediately preceding the month inolhthe Effective Date occurs. During the Employr
Period, the Annual Base Salary shall be reviewddaast annually and shall be increased at any d@inakefrom time to tim
as shall be substantially consistent with increasdsase salary generally awarded in the ordinayrse of business
other peer executives of the Company and its atii companies. Any increase in Annual Base Salaayl not serve
limit or reduce any other obligation to the Exeeatunder this Agreement. Annual Base Salary stwlbe reduced aft
any such increase and the term Annual Base Satawjilzed in this Agreement shall refer to Annialse Salary as
increased. As used in this Agreement, the termiliat&#d companies$hall include any company controlled by, contrg
or under common control with the Company.

(i) Annual Bonus . In addition to Annual Base Salary, the Execushall be awarded, for each fis
year ending during the Employment Period, an anboalis (the “Annual Bonus'in cash at least equal to the ave
bonus paid or payable, including by reason of afemal, to the Executive (or, if the Executive bagn employed by t
Company for less than three full fiscal years, thie® average bonus paid or payable to the execoffieer who wa
employed by the Company in a similar capacity asBkecutive during such three full fiscal years)tiy Company ar
its affiliated companies in respect of the thresedl years immediately preceding the fiscal yeawlmch the Effectiv
Date occurs (the “Recent Average Bonus”). Withauithtion, for purposes of this Agreement, the tefiAinnual Bonus”
and “Recent Average Bonushall be deemed to include amounts earned (whetherot paid) with respect to a
applicable period under any NeBquity Incentive Plan (as such term is definedtéml 402(a)(6)(iii) of Regulation-K
promulgated under the Exchange Act and the Seesirct of 1933, as amended, including any succehsoeto). Eac
such Annual Bonus shall be paid within 2 “2 monthifowing the fiscal year for which the Annual Bonigsawardec
unless the Executive shall elect, pursuant to a pfanonqualified deferred compensation adoptethbyCompany, if an
under which the Annual Bonus may be deferred, ferdbe receipt of such Annual Bonus.

(iii) Soecial Bonus . In addition to Annual Base Salary and Annual Bomayable as hereinabc
provided, if the Executive remains employed wite @ompany and its affiliated companies throughfitise anniversar
of the Effective Date, the Company shall pay toHxecutive a special bonus (the “Special Bonursecognition of th
Executive's services during the critical oyear transition period following the Change of Gohin cash equal to the si
of (A) the Executive's Annual Base Salary and (B greater of (1) the Annual Bonus paid or payablach for this
purpose shall include any portion of the Annual Bowith a deferred payment date, to the Execubvéhie most recent
completed fiscal year during the Employment Peribdny, and (2) the Recent Average Bonus (orhé& Executive he
been employed by the Company for less than thie&dcal years, then the average bonus paid oapkyto the executi
officer who was employed by the Company in a sinmgipacity as the Executive during such threefisdial years) (suc
greater amount shall be hereinafter referred tthasHighest Annual Bonus”)The Special Bonus shall be paid no |
than 30 days following the first anniversary of Eféective Date.

(iv)  Incentive, Savings and Retirement Plans . During the Employment Period, the Executive sha
entitled to participate in all incentive, savingglaetirement plans, practices, policies and gnaoms applicable genere
to other peer executives of the Company and iiaéfd companies, but in no event shall such plangctices, policie
and programs provide the Executive with incentiygartunities (measured with respect to both regalal speci
incentive opportunities, to the extent, if any,ttlsach distinction is applicable), savings oppaittes and retireme
benefit opportunities, in each case, less




favorable, in the aggregate, than the most faverabthose provided by the Company and its afétlatompanies for tl
Executive under such plans, practices, policiespgndrams as in effect at any time during thed®y period immediate
preceding the Effective Date or if more favoraludhe Executive, those provided generally at ame tafter the Effectiy
Date to other peer executives of the Company anaffiliated companies.

(v) Welfare Benefit Plans . During the Employment Period, the Executive antiie Executive's famil
as the case may be, shall be eligible for partimpan and shall receive all benefits under wedfaenefit plans, practici
policies and programs provided by the Company asdaffiliated companies (including, without limita, medica
prescription, dental, disability, salary continuanemployee life, group life, accidental death &taglel accident insuran
plans and programs) to the extent applicable gépet@ other peer executives of the Company andait#liated
companies, but in no event shall such plans, megtipolicies and programs provide the Executith benefits which a
less favorable, in the aggregate, than the mostréde of such plans, practices, policies and piogrin effect for tr
Executive at any time during the 90-day period irdrately preceding the Effective Date or, if moredaable to th
Executive, those provided generally at any timeratthe Effective Date to other peer executiveshef Company and |
affiliated companies.

(vi) Expenses . During the Employment Period, the Executive shml entitled to receive pron
reimbursement for all reasonable employment exgemsrirred by the Executive in accordance withrtiest favorabl
policies, practices and procedures of the Compantyits affiliated companies in effect for the Exthes at any tim
during the 96day period immediately preceding the Effective Date if more favorable to the Executive, as iree
generally at any time thereafter with respect teeopeer executives of the Company and its aktiatompanies.

(vii)  Fringe Benefits . During the Employment Period, the Executive shalkntitled to fringe benefits
less favorable, in the aggregate, than the plarestipes, programs and policies of the Company igdaffiliatec
companies in effect for the Executive at any timergy the 96day period immediately preceding the Effective Datef
more favorable to the Executive, as in effect galheat any time thereafter with respect to otheempexecutives of tl
Company and its affiliated companies.

(viii)  Office and Support Saff. During the Employment Period, the Executive shalehtitled to an offic
or offices of a size and with furnishings and othgpointments, and to exclusive personal secrétmthother assistan
at least equal to the most favorable of the foreg@rovided to the Executive by the Company andffiated companie
at any time during the 9@ay period immediately preceding the Effective Dateif more favorable to the Executive
provided generally at any time thereafter with exsfio other peer executives of the Company araffittated companie:

(ix)  Vacation . During the Employment Period, the Executive shwl entitled to paid vacation
accordance with the most favorable plans, poligesgrams and practices of the Company and itbaafd companies
in effect for the Executive at any time during ®@-day period immediately preceding the Effective Datgif more
favorable to the Executive, as in effect generallyany time thereafter with respect to other peercetives of th
Company and its affiliated companies.

SECTION 4. Termination of Employment

(@) Death or Disability . The Executive's employment shall terminate autmaldy upon the Executive's de:
during the Employment Period. If the Company detees in good faith that the Disability of the Exéea has occurre
during the Employment Period (pursuant to the dakdim of Disability set forth below), it may giveo tthe Executiv
written notice in accordance with Section 10(bjt®intention to




terminate the Executive's employment. In such eviém Executive's employment with the Company stelninat
effective on the 30th day after receipt of suchiagoby the Executive (the “Disability Effective @4}, provided tha
within the 30 days after such receipt, the Exeeushall not have returned to fuime performance of the Executiv
duties. For purposes of this Agreement, “Disaliilighall mean the Executive is: (1) unable to engagany substanti
gainful activity by reason of any medically detemable physical or mental impairment which can bgeeted to result
death or can be expected to last for a continu@u®g of not less than twelve (12) months; or (2)rbason of ar
medically determinable physical or mental impairtme&hich can be expected to result in death or eaexpected to la
for a continuous period of not less than twelve) (h&nths, receiving income replacement benefitafperiod of not le:
than three (3) months under an accident and hpllthcovering employees of the Company.

(b) Cause. The Company may terminate the Executive's empéoyrduring the Employment Period for Ca
For purposes of this Agreement, “Cause” occurs wherkExecutive does any of the following:

(i) is convicted of a felony involving moral turpitudeder federal, state or local law;

(i)  materially breaches the Executive's obligationsenr8ection 3(a) (other than as a result of incay
due to physical or mental illness) that is demaiwyr willful and deliberate on the Executive's pdnat is committed |
bad faith or without reasonable belief that suaabh is in the best interests of the Company aaidigimot remedied in
reasonable period of time after receipt of writhetice from the Company specifying such breachj/@n

(i)  is convicted of any applicable local, state or fataw or Company policy related to discrimina
or harassment.

(c) Good Reason . The Executive's employment may be terminatednduthe Employment Period by -
Executive for Good Reason. For purposes of thiségrent, “Good Reason” shall mean:

() the assignment to the Executive of any duties isist@nt in any respect with the Executive's pas
(including status, offices, titles and reportingugement), authority, duties or responsibilitisscantemplated by Secti
3(a) or any other action by the Company which tesala diminution in such position, authority, igstor responsibilitie
excluding for this purpose an isolated, insubstdtnd inadvertent action not taken in bad faitti which is remedied |
the Company promptly after receipt of notice thégieen by the Executive;

(i)  any failure by the Company to comply with any oé throvisions of Section 3(b), other thar
isolated, insubstantial and inadvertent failure e@turring in bad faith and which is remedied by @ompany prompt
after receipt of notice thereof given by the Exeayt

(i)  the Company's requiring the Executive to be basedhyaoffice or location other than that descr
in Section 3(a) (i) (B);

(iv) any purported termination by the Company of the daxge's employment otherwise than
expressly permitted by this Agreement; or

(v) any failure by the Company to comply with and $gat8ection 9(c), provided that such successo
received at least ten days' prior written noticgrfithe Company or the Executive of the requiremeh&ection 9(c).




For purposes of this Section 4(c), any good faitednination of “Good Reasorthade by the Executive shall
conclusive.

(d) Notice of Termination . Any termination by the Company for Cause, or oy Executive for Good Reas
shall be communicated by Notice of Terminationhe bther party hereto given in accordance withiSectO(b). Fo
purposes of this Agreement“Notice of Termination”"means a written notice which (i) indicates the gpeterminatior
provision in this Agreement relied upon, (ii) toetlextent applicable sets forth in reasonable detel facts an
circumstances claimed to provide a basis for teation of the Executive's employment under the iow so indicate
and (iii) if the Date of Termination (as definedldwe) is other than the date of receipt of such aegtispecifies tf
termination date of such notice. The failure by EBxecutive or the Company to set forth in the Not¢ Termination ar
fact or circumstance which contributes to a shovah@ood Reason or Cause shall not waive any oftite Executive (
the Company hereunder or preclude the ExecutitbeCompany from asserting such fact or circumgtanenforcini
the Executive's or the Company's rights hereurieeecutive shall be required to provide notice te @ompany of tF
existence of any condition that constitutes Gooddea within 90 days of the initial existence of dwadition, and upc
the receipt of such notice the Company shall hgwerend of 30 days during which it may remedy tbadition.

(e) Date of Termination . “Date of Termination’means the date the Executive experiences a Sepafeatir
Service.

SECTION 5. Obligations of the Company upon Termination

(8) Good Reason; Other than for Cause, Death or Disability . If, during the Employment Period, the Comp
shall terminate the Executive's employment othantlor Cause or Disability or the Executive shathtinate employme
for Good Reason:

() the Company shall pay to the Executive in a lumm so cash within 30 days after the Date
Termination the aggregate of the following amounts:

(A) the sum of (1) the Executive's Annual Base Salargugh the Date of Termination to
extent not theretofore paid, (2) the product oftp Highest Annual Bonus and (y) a fraction, thenarator of which |
the number of days in the current fiscal year tgtothe Date of Termination, and the denominatawrtuth is 365 and (-
the Special Bonus, if due to the Executive pursuarection 3(b)(iii), to the extent not theret@qraid, and (4) a
accrued vacation pay, in each case to the extdarthametofore paid (the sum of the amounts desgribelauses (1), (=
(3) and (4) shall be hereinafter referred to as'#werued Obligations”); and

(B) the amount (such amount shall be hereinafter edew as the “Severance Amourgqual tc
the product of (1) 2.99 and (2) the sum of (x) Eheecutive's Annual Base Salary and (y) the Highfestual Bonu
(provided, however, that if the Special Bonus hasbeen paid to the Executive, such amount shalhbeased by tt
amount of the Special Bonus); and

(C) a separate lumsum supplemental retirement benefit (the amourguch benefit shall |
hereinafter referred to as the “Supplemental Re#m Amount”)equal to the difference between (1) the lump
actuarial equivalent (utilizing for this purpose thctuarial assumptions utilized with respect o@ompany's Retireme
Plan (or any successor plan thereto) (the “RetirerRéan”) during the 9@ay period immediately preceding the Effec
Date) of the benefit payable under the Retiremdah Rnd any supplemental and/or excess retiremiamt @f the
Company and its affiliated companies providing bigmdor the Executive (the “SERP'Which the Executive wou
receive if the Executive's




employment continued at the compensation level igea for in Sections 3(b)(i) and 3(b)(ii) for themainder of th
Employment Period, assuming for this purpose thacarued benefits are fully vested and that biemeicrual formula
are no less advantageous to the Executive thare to®ffect during the 98ay period immediately preceding
Effective Date, and (2) the lump sum actuarial eajent (utilizing for this purpose the actuarias@sptions utilized wit
respect to the Retirement Plan during thed@9-period immediately preceding the Effective Daitthe Executive
actual benefit (paid or payable), if any, underRetirement Plan and the SERP; and

(i)  for each month during the remainder of the Emplaynteeriod, the Company shall make a
payment equal to the excess of (x) 1.25 times«twelfth of the annual insurance premium (or, in tase of any bene
provided on a seinsured basis, an amount equal to a mablkesied insurance premium for the same coveragdhé
plans, programs, policies and practices describe8eiction 3(b)(v) other than health and dental fisneovering th
Executive and/or the Executive's family on the DateTermination over (y) the amount that the Exe®utpaid o
contributed toward the cost of such benefits immesdlly before the Date of Termination (such paymantsthe paymer
described in Section 5(a)(iii) shall be hereinafederred to as the “Welfare Benefit Payments” an

(i)  for each month following the Date of Terminatiordamtil the date the Executive becomes eli
for Medicare, the Company shall make a cash payregual to the excess of (x) 1.25 times the maxinaliowable
monthly contribution that the Executive can be megflito pay for continued health and dental plavecage under Secti
4980B of the Code for the health and dental covepmgvided to the Executive, the Executive's spamskthe Executive
dependents on the Date of Termination over (y)atineunt that the Executive paid or contributed talatae cost of suc
benefits immediately before the Date of Termination

(iv) to the extent not otherwise paid or provided, tr@m@any shall timely pay or provide to
Executive and/or the Executive's family any othapants or benefits pursuant to the terms of any, geogram, policy ¢
practice or contract or agreement of the Compaulitsraffiliated companies as in effect and applieagenerally to oth
peer executives of the Company and its affiliatechiganies and their families during the-day period immediate
preceding the Effective Date or, if more favoratieghe Executive, as in effect generally thereaftgh respect to oth
peer executives of the Company and its affiliatechganies and their families (such other amountskemefits shall t
hereinafter referred to as the “Other Benefits”).

(v) to the extent not otherwise provided for hereihpptions, warrants or other rights to acquire t=
stock of the Company and any stock appreciatiomsiglan or other similar plan benefits held byarthe benefit of th
Executive shall become fully vested and eligibleifomediate exercise.

(vi) Notwithstanding anything contained in this Agreemém the contrary, if the Executive is
“specified employee” (determined in accordance Witdde Section 409A and Treasury Regulation Sedtidd9A-3(i)(2))
as of the date of Separation from Service (othen #h Separation from Service due to death), thgmpaypment, benefit «
entitlement provided for in this Agreement thatdeferred compensatiorthat is subject to Section 409A of the Code
that is payable during the first six months follagithe date of Separation from Service shall bd paiprovided to tr
Executive in a lump sum cash payment to be madbemrarlier of (a) the Executive's death or (b)ftrst business de
(or within 30 days after such first business ddythe seventh calendar month immediately followihg month in whic
the date of Separation from Service occurs. If payment is delayed pursuant to this provision,Goenpany shall p¢
interest at the rate described below on the postbgayments from the date the payment would hage tee but for th
provision to the date on which such amounts are. paierest shall be creditt




at an annual rate equal to the greater of 6% oPtimae Rate, as determined by the Company, in teffec¢he first day ¢
such delay compounded annually.

(b) Death . If the Executive's employment is terminated by osa®f the Executive's death during
Employment Period, this Agreement shall terminatthout further obligations to the Executive's legapresentative
under this Agreement, other than for (i) paymenfo€rued Obligations (which shall be paid to thee€ixive's estate
beneficiary, as applicable, in a lump sum in caghiw 30 days of the Date of Termination) and timely payment c
provision of the Welfare Benefit Payments and OBemefits (excluding, in each case, Death Benédgsdefined below
and (ii) payment to the Executive's estate or belaey, as applicable, in a lump sum in cash witBindays of the Date
Termination of an amount equal to the greater gftt® sum of the Severance Amount and the Suppl@inBetiremer
Amount and (B) the present value (determined asiged in Section 280G(d)(4) of the Code) of anyhcasmount to k
received by the Executive or the Executive's fanasiyy a death benefit pursuant to the terms of aag, gholicy o
arrangement of the Company and its affiliated camgss but not including any proceeds of life inswe covering tr
Executive to the extent paid for directly or onaaftributory basis by the Executive (which shallpaed in any event as
Other Benefit) (the benefits included in this ckagB) shall be hereinafter referred to as the “Bé&xnefits”).

(c) Disability. If the Executive becomes Disabled during the Exyiplent Period, the Company's only obliga
to the Executive will be (i) payment of Accrued @hations (which shall be paid to the Executive ilump sum in cas
within 30 days of the Date of disability) and tlmely payment or provision of the Welfare Benefityfhents and Oth
Benefits and (ii) payment to the Executive in a jusum in cash within 30 days following the DateDo$ability of ar
amount equal to the sum of the Severance Amountlen8upplemental Retirement Amount.

(d) Cause; Other than for Good Reason . If the Executive's employment shall be terminatdGause during th
Employment Period, this Agreement shall terminaitdaut further obligations to the Executive othleart the obligatic
to pay to the Executive Annual Base Salary throtigh Date of Termination to the extent theretofongpaid. If the
Executive terminates employment during the Emplaym@eriod, excluding a termination for Good Reasthrs
Agreement shall terminate without further obligasdo the Executive, other than for Accrued Oblage and the time
payment or provision of Other Benefits. In suchegadl Accrued Obligations shall be paid to the ¢tive in a lump sul
in cash within 30 days of the Date of Termination.

(e) Non-exclusivity of Rights . Except agprovided in Sections 5(a)(ii), 5(b) and 5(c), nathin this Agreeme
shall prevent or limit the Executive's continuingfature participation in any plan, program, polmypractice provided t
the Company or any of its affiliated companies tordvhich the Executive may qualify, nor shall amyg herein limit o
otherwise affect any rights the Executive may hamder any contract or agreement with the Compangngr of it
affiliated companies. Amounts which are vested bener which the Executive is otherwise entitledréceive under al
plan, policy, practice or program of or any contr@acagreement with the Company or any of its iatild companies at
subsequent to the Date of Termination shall be lgays accordance with such plan, policy, practiceprogram o
contract or agreement except as explicitly modibgdhis Agreement.

SECTION 6. Full Settlement; Resolution of Disputes

(@) The Company's obligation to make the payments geakfor in this Agreement and otherwise to perfds
obligations hereunder shall not be affected by setyoff, counterclaim, recoupment, defense or othemglaight ol
action which the Company may have against the HExecor others. In no event shall the Executiveobkgated to see
other employment or take any other action by wamigation of




the amounts payable to the Executive under angeoptovisions of this Agreement and, except asigeavin Section 5(a)
(ii), such amounts shall not be reduced whetherabrthe Executive obtains other employment. The Qamg agrees
pay promptly as incurred, to the full extent petedt by law, all legal fees and expenses which tkecttive ma
reasonably incur as a result of any contest (régssdf the outcome thereof) by the Company, thecktve or others |
the validity or enforceability of, or liability uredt, any provision of this Agreement or any guarandé performanc
thereof (including as a result of any contest bg #xecutive about the amount of any payment putstarthis
Agreement), provided that the Executive takes aathtains his position in good faith; plus in eaese& interest on a
delayed payment at the applicable Federal rateigiedvfor in Section 7872(f)(2)(A) of the Code.

(b) If there shall be any dispute between the Compandytlze Executive (i) in the event of any terminatad the
Executive's employment by the Company, whether seichination was for Cause, or (ii) in the eventaf terminatio
of employment by the Executive, whether Good Reasdsted, then, unless and until there is a finahappealab
judgment by a court of competent jurisdiction deolg that such termination was for Cause or thatdatermination
the Executive of the existence of Good Reason veasmade in good faith, the Company shall pay albants, an
provide all benefits, to the Executive and/or theedutive's family or other beneficiaries, as theecanay be, that t
Company would be required to pay or provide purst@isection 5(a) as though such termination weréhb Compan
without Cause, or by the Executive with Good Reagoovided, however, that the Company shall notdapiired to pa
any disputed amount pursuant to this paragraphpéxgen receipt of an undertaking by or on behathe Executive t
repay all such amounts to which the Executive tisnaltely adjudged by such court not to be entitleéthe Executive he
maintained his or her position in the dispute imdjdaith (in the sole opinion of the court, whiar this purpose shi
include any mediator or arbitrator, if the dispigesettled through mediation or arbitration), then@any shall reimbur
the Executive for any attorneys' fees and expeimsesred by the Executive with respect to such ulispelated to th
Agreement, and including any actions taken by eiffeaty to appeal or enforce the judgment rendéhedein. Suc
reimbursement shall be made by direct paymentddEtkecutive upon delivery to the Company of vatidoices and/c
receipts relating to such attorneys' fees and esgzen

SECTION 7. Parachute Payments

(@) Inthe event that it shall be determined that aaynpent or distribution in the nature of compensatiwithin
the meaning of Section 280G(b)(2) of the Code) tdoo the benefit of the Executive, whether paid patyable c
distributed or distributable pursuant to the terofisthis Agreement or otherwise (a “Paymentiould constitute
“parachute payment” as defined in 280G(b)(2) of@lwele (a “Parachute Paymenthen the Payments will be reduce:
accordance with this Section 7 if, and only to élxéent that, a reduction will allow the Executieeréceive a greater M
After Tax Amount than the Executive would receibsent a reduction.

(b)  An independent registered public accounting firlected by the Company immediately prior to the @&
of Control (the “Accounting Firm”ill first determine the total amount of any ParaiehPayments that are payable tc
Executive. The Accounting Firm also will determittee Net After Tax Amount attributable to the Exécels tota
Parachute Payments.

(c) The Accounting Firm will next determine the largastount of Payments that may be made to or on bet
the Executive without subjecting the Executive &x tunder Section 4999 of the Code (the “Capped RBaisi).
Thereafter, the Accounting Firm will determine thet After Tax Amount attributable to the Capped iRamts.




(d) The Executive will receive the total Parachute Payi® or the Capped Parachute Payments, whic
provides the Executive with the higher Net AfterxTA&mount. If the Executive will received the Cappedyments, tt
total Parachute Payments will be adjusted by feducing any Payments that do not constitute “defecompensation”
under Section 409A of the Code (by first reducing auch Payments that are not payable in cashhemdiy reducing tt
amount of any such Payments that are payable iy eamsl next, if necessary, by reducing any Payntéatsdo constitu
“deferred compensationinder Section 409A of the Code (by first reducing auch Payments that are not payable in
and then by reducing the amount of any such Paysrtéiat are payable in cash). The Accounting Firth matify the
Executive and the Company if it determines thatRheachute Payments must be reduced to the CapyeteRts and wi
send the Executive and the Company a copy of itaildd calculations supporting that determinationd dhowing th
Payments that will be reduced.

(e) As a result of the uncertainty in the applicatidnSections 280G and 4999 of the Code at the tine
Accounting Firm makes its determinations under tBection 7, it is possible that amounts will haveer paid ¢
distributed to the Executive that should not hagerbpaid or distributed under this Section 7 (“@agments”)or tha
additional amounts should be paid or distributedtite Executive under this Section 7 (“Underpaynigntl the
Accounting Firm determines, based on either thertiea of a deficiency by the Internal Revenue #enagainst tr
Company or the Executive, which assertion the Antiog Firm believes has a high probability of sigscer controllin
precedent or substantial authority, that an Overgayt has been made, the Accounting Firm will natify Executive ar
the Company of that determination and the Executivest repay the Overpayment to the Company, withaetrest
provided, however, that no amount will be payalyléeia Executive unless, and then only to the exteatt the repayme
would either reduce the amount on which the Exgeus subject to tax under Section 4999 of the Cardgenerate
refund of tax imposed under Section 4999 of the éCdtl the Accounting Firm determines, based upontrodiing
precedent or substantial authority, that an Undemeat has occurred, the Accounting Firm will notifye Executive ar
the Company of that determination and the amourth@fUnderpayment will be paid to the Executivethaiit interes
promptly by the Compan

(f)  For purposes of this Section 7, the term “Net Affeix Amount” means that amount of any Parac
Payments or Capped Payments, as applicable, nakes imposed under Sections 1, 3101(b) and 498%ay State «
local income taxes applicable to the Executive lmn date of payment. The determination of the Ne&ATax Amour
shall be made using the highest combined effectiteeimposed by the foregoing taxes on income ektdme character
the Parachute Payments or Capped Payments, asadgbp]iin effect on the date of payment.

SECTION 8. Confidential Information The Executive shall hold in a fiduciary capadity the benefit of th
Company all secret or confidential information, Wwhedge or data relating to the Company or any sfaiffiliatec
companies, and their respective businesses, wiiiah Bave been obtained by the Executive during ERecutive'
employment by the Company or any of its affiliatemnpanies and which shall not be or become publowwkedge (othe
than by acts by the Executive or representativabeExecutive in violation of this Agreement). &ftermination of th
Executive's employment with the Company, the Exeeuthall not, without the prior written consenttbé Company ¢
as may otherwise be required by law or legal possmmunicate or divulge any such information,videolge or data
anyone other than the Company and those desighgtgdin no event shall an asserted violationha provisions of th
Section 8 constitute a basis for deferring or walding any amounts otherwise payable to the Exeeutinder thi
Agreement.




SECTION 9. Successors

(@) This Agreement is personal to the Executive antout the prior written consent of the Company shal
be assignable by the Executive otherwise than Byowihe laws of descent and distribution. Thisrégment shall inure
the benefit of and be enforceable by the Executiegal representatives.

(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors aigne

(c) The Company will require any successor (whethezadior indirect, by purchase, merger, consolidatit
otherwise) to all or substantially all of the biess and/or assets of the Company to assume expagskagree to perfol
this Agreement in the same manner and to the sateatehat the Company would be required to perfarihno suct
succession had taken place. As used in this Agmeerft@ompany”’shall mean the Company as hereinbefore define
any successor to its business and/or assets &saihiwhich assumes and agrees to perform thiseAgret by operatic
of law, or otherwise.

SECTION 10. Miscellaneous

(@) This Agreement shall be governed by and constraedctordance with the laws of the State of N
Carolina, without reference to principles of coetflof laws. The captions of this Agreement arepast of the provisior
hereof and shall have no force or effect. This &grent may not be amended or modified otherwise Hyaa writter
agreement executed by the parties hereto or thgdective successors and legal representatives.

(b) All notices and other communications hereunderl $fgain writing and shall be given by hand delivewythe
other party or by registered or certified mailuretreceipt requested, postage prepaid, addresdetaws:

If to the Executive: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Edward J. Fritsch

If to the Company: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Chairman of the Board of Directors

or to such other address as either party shall haveshed to the other in writing in accordanceelath. Notice an
communications shall be effective when actuallyeieed by the addressee.

(c) The invalidity or unenforceability of any provisioof this Agreement shall not affect the validity
enforceability of any other provision of this Agneent.

(d) The Company may withhold from any amounts payablgeu this Agreement such Federal, state or
taxes as shall be required to be withheld pursteeaty applicable law or regulation.

(e) The Executive's or the Company's failure to ing@bn strict compliance with any provision hereofaos,
other provision of this Agreement or the failureassert any right the Executive or the Company




may have hereunder, including, without limitatidime right of the Executive to terminate employmimtGood Reasc
pursuant to Section 4(c)-(v), shall not be deemed to be a waiver of suchipi@mv or right or any other provision or ri
of this Agreement.

()  The Executive and the Company acknowledge thagpixas may otherwise be provided under any
written agreement between the Executive and thepaos) the employment of the Executive by the Comgpafiat will”
and, prior to the Effective Date, may be termindigcither the Executive or the Company at any tilhereover, if prio
to the Effective Date, the Executive's employmeithwhe Company terminates, then the Executivel $taale no furthe
rights under this Agreement.

(9) Payments under this Agreement shall be in lieu @yngent under any other separation pay ple
arrangement for which the Executive may otherwiseeligible. Notwithstanding the terms of any sutheo separatic
pay plan or arrangement, the Executive agreesthahall not be eligible for any benefits thereun

(h)  Any reimbursements or ikind benefits to be provided pursuant to this Agrent (including but not limite
to Sections 3(b)(v), 3(b)(vi), 3(b)(vii), 5(@)(iixand 6) that are taxable to Executive shall beesiljo the followin
restrictions: (a) each reimbursement must be paithter than the last day of the calendar yeao¥ahg the Executive
tax year during which the expense was incurrechomas remitted, as the case may be; (b) the anaiuexpenses
taxes eligible for reimbursement, or in kind betsefirovided, during a tax year of the Executive may affect th
expenses or taxes eligible for reimbursement, &ind benefits to be provided, in any other tax yafathe Executive; (
the period during which any reimbursement may hd painkind benefit may be provided is the later of teargeafte
termination of this Agreement; and (d) the rightreembursement or ikind benefits is not subject to liquidation
exchange for another benefit.

SECTION 11. Termination of Previous Executive Sepptntal Employment AgreementEach of the parti
hereto agrees that the Executive Supplemental Brm@ot Agreement between the Company and the Executated ¢
of April 13, 2007 and amended as of November 1082@ollectively and as amended, the “Prior Agreethehas bee
terminated concurrently with the execution of tAgreement and that none of the provisions of therPxgreement she
be deemed to survive the execution of this Agrednmeany respect.




IN WITNESS WHEREOF, the Executive has hereuntatsetExecutive's hand and, pursuant to the authmm
from the Compensation Committee of its Board ofbiors, the Company has caused this Agreement ¢éadamited in it
name on its behalf, all as of the day and yeat dipsve written.

EXECUTIVE:
/s/ Edward J. Fritsch
Edward J. Fritsch

HIGHWOODS PROPERTIES, INC.
By: /sl Jeffrey D. Miller
Jeffrey D. Miller
Vice President, General Counsel and Secretary




Exhibit 10.12

AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL EMPLOYMENT AGREEMENT

AGREEMENT by and between HIGHWOODS PROPERTIES, INCMaryland corporation (the “Company”
and Michael E. Harris (the “Executive”), dated &&ebruary 12, 2013.

The Compensation Committee of the Board of Dirextdrthe Company (the “Board”) has deteined that it is i
the best interests of the Company and its stockensitb ensure that the Company will have the caetirdedication of tf
Executive, notwithstanding the possibility, threatoccurrence of a Change of Control (as define@ewation 1) of th
Company. The Board believes it is imperative toidigh the inevitable distraction of the Executive Wirtue of the
personal uncertainties and risks created by a pgrati threatened Change of Control and to encoutegg&xecutive's fu
attention and dedication to the Company curremily ia the event of any threatened or pending Chah@wontrol, and t
provide the Executive with compensation and bemefitangements upon a Change of Control which enthat th
compensation and benefits expectations of the Eixecwill be satisfied and which are competitivettwthose of othe
corporations. Therefore, in order to accomplishs¢hebjectives, the Board has caused the Compaewnt&y into thi
Agreement.

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:

SECTION 1. Certain Definitions

(&) The “Effective Date” shall mean the first date dagrithe Change of Control Period (as defined iniSect
(b)) on which a Change of Control occurs. Anythinghis Agreement to the contrary notwithstandifigg Change ¢
Control occurs and if the Executive's employmerihwhe Company is terminated prior to the date diciwthe Chang
of Control occurs, and if it is reasonably demaatsil by the Executive that such termination of eymplent (i) was at tt
request of a third party who has taken steps reddpcalculated to effect the Change of Contrd{iprotherwise arose
connection with or anticipation of the Change oh@ol, then for all purposes of this Agreement‘tB#ective Date”shal
mean the date immediately prior to the date of $anhination of employment.

(b) The “Change of Control Periodhall mean the period commencing on the date henedfending on tt
third anniversary of such date; provided, howetreat commencing on the date one year after theldatenf, and on ea
annual anniversary of such date (such date and &achal anniversary thereof shall be hereinaftéarmed to as tr
“Renewal Date”)the Change of Control Period shall be automaticaiended so as to terminate three years from
Renewal Date, unless at least 60 days prior tRémeewal Date the Company shall give notice to tkecktive that th
Change of Control Period shall not be so extended.

(c) For purposes of this Agreement, a “Change of Cégtwll mean:

() The acquisition by any individual, entity or gro(waithin the meaning of Section 13(d)(3) or 14(d
of the Securities Exchange Act of 1934, as ameiftted“Exchange Act”)) (a “Person§f beneficial ownership (with
the meaning of Rule 13& promulgated under the Exchange Act) of 20% orenadreither (a) the then outstanding sh
of common stock of the Company (the “Outstandingn@any Common Stock®r (b) the combined voting power of
then outstanding voting securities of the Compamtjtled to vote generally in the election of direst (the ‘Outstandin
Company Voting Securities”);




provided, however, that the following acquisitiostsall not constitute a Change of Control: (I) amguasition directl
from the Company (excluding an acquisition by \ertf the exercise of a conversion privilege), &y acquisition by tr
Company, (Ill) any acquisition by any employee bienpan (or related trust) sponsored or maintaibgdhe Company
any corporation controlled by the Company or (Iy acquisition by any corporation pursuant to ageanization, merg
or consolidation, if, following such reorganizatjonerger or consolidation, the conditions descrilbeclauses (1), (Il) ar
(1) of subsection (i) of this Section 1(c) ardished; or

(i) Individuals who, as of the date hereof, constithte Board (the “Incumbent Boardtease for ar
reason to constitute at least a majority of therBpprovided, however, that any individual becoméndirector subseque
to the date hereof whose election, or nominatiorefection by the Company's stockholders, was ajgatdy a vote of .
least a majority of the directors then comprising Incumbent Board shall be considered as though isdividual were
member of the Incumbent Board, but excluding, fos purpose, any such individual whose initial agstion of office
occurs as a result of either an actual or thredtefection contest (as such terms are used in Rldell of Regulatio
14A promulgated under the Exchange Act) or oth&wad®r threatened solicitation of proxies or carisdy or on behe
of a Person other than the Board; or

(i)  Approval by the stockholders of the Company of @ganization, merger or consolidation, in €
case, unless, following such reorganization, memerconsolidation, (a) more than 60% of, respebtivéhe thei
outstanding shares of common stock of the corpmragsulting from such reorganization, merger arsotidation and tf
combined voting power of the then outstanding \gtaecurities of such corporation entitled to voemeyally in th
election of directors is then beneficially ownedredtly or indirectly, by all or substantially atif the individuals ar
entities who were the beneficial owners, respeltjvef the Outstanding Company Common Stock andstantlin
Company Voting Securities immediately prior to suebrganization, merger or consolidation in sulisiiy the sam
proportions, as their ownership, immediately ptiorsuch reorganization, merger or consolidationthef OQutstandir
Company Common Stock and Outstanding Company V@imgurities, as the case may be, (b) no Persotufeng the
Company, any employee benefit plan (or relatedtitro$ the Company or such corporation resultingmfreuct
reorganization, merger or consolidation and anysétebeneficially owning, immediately prior to suckorganizatior
merger or consolidation, directly or indirectly,%8(r more of the Outstanding Company Common StodRudstandin
Voting Securities, as the case may be) beneficays, directly or indirectly, 20% or more of, respively, the the
outstanding shares of common stock of the corpmratsulting from such reorganization, merger arsotidation or th
combined voting power of the then outstanding \@tsecurities of such corporation entitled to voenegally in th
election of directors and (c) at least a majorityh@ members of the board of directors of the ocmapon resulting fror
such reorganization, merger or consolidation weesnivers of the Incumbent Board at the time of thecetion of th
initial agreement providing for such reorganizatiorerger or consolidation; or

(iv)  Approval by the stockholders of the Company of §agomplete liquidation or dissolution of
Company or (b) the sale or other disposition ofaallsubstantially all of the assets of the Compantiier than to
corporation, with respect to which following sudcklesor other disposition, (I) more than 60% ofpexgively, the the
outstanding shares of common stock of such corporand the combined voting power of the then amiding votin
securities of such corporation entitled to voteegally in the election of directors is then beneflg owned, directly ¢
indirectly, by all or substantially all of the indliluals and entities who were the beneficial ownesspectively, of the Out-
standing Company Common Stock and Outstanding Coynpating Securities immediately prior to such sateothe
disposition in substantially the same proportiortresr ownership, immediately prior to such saletirer disposition,
the Outstanding Company Common Stock and Outstgri@ampany Voting Securities, as the case may be,




(I no Person (excluding the Company and any egg#obenefit plan (or related trust) of the Compamysuct
corporation and any Person beneficially owning, edmately prior to such sale or other dispositianeatly or indirectly
20% or more of the Outstanding Company Common StocButstanding Company Voting Securities, as #seanay by
beneficially owns, directly or indirectly, 20% orome of, respectively, the then outstanding shafesommon stock ¢
such corporation and the combined voting powethefthen outstanding voting securities of such aafgan entitled t
vote generally in the election of directors and) (dt least a majority of the members of the boafrdlirectors of suc
corporation were members of the Incumbent Boarthattime of the execution of the initial agreementction of th
Board providing for such sale or other dispositid@assets of the Company.

(d) “ Separation from Service' Termination of Employmerit,“Terminates Employmehtand similar terrr
mean the date that Executive separated from semtben the meaning of section 409A of the Coden&ally, Executiv
will separate from service if the Executive diestires, or otherwise has a Separation from Semwitie the Compan:
determined in accordance with the following:

() Leaves of AbsenceThe employment relationship is treated as comintact while Executive is
military leave, sick leave, or other bona fide le@f absence if the period of such leave doesxuses six (6) months, «
if longer, so long as Executive retains a rightréemployment with the Company under an applicabdéute or by
contract. A leave of absence constitutes a bona ave of absence only if there is a reasonabpecation the
Executive will return to perform services for ther@pany. If the period of leave exceeds six (6) merand Executiy
does not retain a right to reemployment under gilicgble statute or by contract, the employmerdtrehship is deems
to terminate on the first date immediately follogisuch six (6)month period. Notwithstanding the foregoing, whe
leave of absence is due to any medically deternenatiysical or mental impairment that can be exgubtd result in dea
or can be expected to last for a continuous pesfabt less than six (6) months, where such impamntauses Executi
to be unable to perform the duties of his or hesitppn of employment or any substantially similaosfion o
employment, a twenty-nine (29)-month period of alsseshall be substituted for such six (6)-monthaaer

(i)  Dual Status. Generally if Executive performs services bothaasemployee and an indepenc
contractor, Executive must separate from servicth las an employee, and as an independent contrpoteuant t
standards set forth in the Treasury Regulationbettreated as having a Separation from Serviceeder, if Executiv
provides services to the Company as an employeaarmmember of the Board, and if any plan in wisiebh persc
participates as a Board member is not aggregateédtins Agreement pursuant to Treasury Regulatiectin 1.409/-1
(c)(2)(ii), then the services provided as a dire@ee not taken into account in determining whetBgecutive has
Separation from Service as an employee for purpaoistsss Agreement.

(i)  Separation from ServiceWhether a Separation from Service has occurrettisrmined based
whether the facts and circumstances indicate tmatGompany and Executive reasonably anticipatet rtbafurthe
services would be performed after a certain dathatrthe level of bona fide services Executive Mqerform after suc
date (whether as an employee or as an independettactor except as provided in the preceding papm woul
permanently decrease to no more than twenty pe(26ft) of the average level of bona fide service$gomed (whethe
as an employee or an independent contractor, exaepirovided in the preceding paragraph) over theddiatel
preceding thirty six (36) month period (or the fpkriod of services to the Company if Executive hasn providin
services to the Company less than thirty six (36htins). For periods during which Executive is gmaa bona fide lea
of absence and has not otherwise terminated emgloyas described above, for purposes of this paphdExecutive
treated as providing bona fide services at a legahl to the level of services that Executive




would have been required to perform to receivedbmpensation paid with respect to such leave oérades Perioc
during which Executive is on an unpaid bona fidavee of absence and has not otherwise terminatedogment ar
disregarded for purposes of this paragraph (inolydor purposes of determining the applicable yhéik (36) month (c
shorter) period).

(iv)  Service with Related Companie$or purposes of determining whether a Separdtmn Servic
has occurred under the above provisions, the “Cogipshall include the Company and all Related Conma “ Relatel
Company” means: (1) any corporation that is a member ofrarotbed group of corporations (as defined in C&aetior
414(b) that includes the Company); and (ii) angérar business (whether or not incorporated) thatnder commc
control (as defined in Code Section 414(c) with@wmpany. For purposes of applying Code Sectiod¢b}nd (c), 50¢
is substituted for the 80% ownership level.

(e) “ Related Company means: (1) any corporation that is a member ofrdrotbed group of corporations |
defined in Code Section 414(b) that includes then@any); and (ii) any trade or business (whethenairincorporatec
that is under common control (as defined in Codeti@e 414(c) with the Company. For purposes of wppl Cod¢
Sections 414(b) and (c), 50% is substituted for80i ownership level.

SECTION 2. Employment Period The term of this Agreement shall commence onBfiective Date and el
on the third anniversary of such date (the “EmplegtrPeriod”),subject to the termination provisions in Sectiorend *
herein.

SECTION 3. Terms of Employment

(@) Position and Duties.

()  During the Employment Period, (A) the Executivetssipon (including status, offices, titles ¢
reporting requirements), authority, duties and oespbilities shall be at least commensurate inradterial respects wi
the most significant of those held, exercised as®igaed at any time during the @8y period immediately preceding
Effective Date and (B) the Executive's servicedlgba performed at the location where the Executigs employe
immediately preceding the Effective Date or anyceffwhich is the headquarters of the Company atessthan 35 mile
from such location.

(i)  During the Employment Period, and excluding anyiqokr of vacation and sick leave to which
Executive is entitled, the Executive agrees to teeveasonable attention and time during normalnassi hours to tl
business and affairs of the Company and, to thenéxtecessary to discharge the responsibilitiegraess to the Executi
hereunder, to use the Executive's reasonable fiedgisdo perform faithfully and efficiently suclesponsibilities. Durin
the Employment Period, it shall not be a violatadrthis Agreement for the Executive to (A) serveaamporate, civic ¢
charitable boards or committees, (B) deliver lezsurfulfill speaking engagements or teach at ethrgatinstitutions an
(C) manage personal investments, so long as suolhtias do not significantly interfere with the gbermance of th
Executive's responsibilities as an employee ofGbmpany in accordance with this Agreement. It igregsly understoc
and agreed that to the extent that any such aesuitave been conducted by the Executive pridnéd=ffective Date, tt
continued conduct of such activities (or the condfcactivities similar in nature and scope theyetobsequent to t
Effective Date shall not hereafter be deemed terfate with the performance of the Executive's oaspilities to th
Company.




(b) Compensation.

() Base Salary . During the Employment Period, the Executive shadeive an annual base sa
(“Annual Base Salary”)which shall be paid in equal installments on a rhiynbasis, at least equal to twelve times
highest monthly base salary paid or payable t&Etterutive by the Company and its affiliated compann respect of tl
twelve-month period immediately preceding the month inolhthe Effective Date occurs. During the Employr
Period, the Annual Base Salary shall be reviewddaast annually and shall be increased at any d@inakefrom time to tim
as shall be substantially consistent with increasdsase salary generally awarded in the ordinayrse of business
other peer executives of the Company and its atii companies. Any increase in Annual Base Salaayl not serve
limit or reduce any other obligation to the Exeeatunder this Agreement. Annual Base Salary stwlbe reduced aft
any such increase and the term Annual Base Satawjilzed in this Agreement shall refer to Annialse Salary as
increased. As used in this Agreement, the termiliat&#d companies$hall include any company controlled by, contrg
or under common control with the Company.

(i) Annual Bonus . In addition to Annual Base Salary, the Execushall be awarded, for each fis
year ending during the Employment Period, an anboalis (the “Annual Bonus'in cash at least equal to the ave
bonus paid or payable, including by reason of afemal, to the Executive (or, if the Executive bagn employed by t
Company for less than three full fiscal years, thie® average bonus paid or payable to the execoffieer who wa
employed by the Company in a similar capacity asBkecutive during such three full fiscal years)tiy Company ar
its affiliated companies in respect of the thresedl years immediately preceding the fiscal yeawlmch the Effectiv
Date occurs (the “Recent Average Bonus”). Withauithtion, for purposes of this Agreement, the tefiAinnual Bonus”
and “Recent Average Bonushall be deemed to include amounts earned (whetherot paid) with respect to a
applicable period under any NeBquity Incentive Plan (as such term is definedtéml 402(a)(6)(iii) of Regulation-K
promulgated under the Exchange Act and the Seesirct of 1933, as amended, including any succehsoeto). Eac
such Annual Bonus shall be paid within 2 “2 monthifowing the fiscal year for which the Annual Bonigsawardec
unless the Executive shall elect, pursuant to a pfanonqualified deferred compensation adoptethbyCompany, if an
under which the Annual Bonus may be deferred, ferdbe receipt of such Annual Bonus.

(iii) Soecial Bonus . In addition to Annual Base Salary and Annual Bomayable as hereinabc
provided, if the Executive remains employed wite @ompany and its affiliated companies throughfitise anniversar
of the Effective Date, the Company shall pay toHxecutive a special bonus (the “Special Bonursecognition of th
Executive's services during the critical oyear transition period following the Change of Gohin cash equal to the si
of (A) the Executive's Annual Base Salary and (B greater of (1) the Annual Bonus paid or payablach for this
purpose shall include any portion of the Annual Bowith a deferred payment date, to the Execubvéhie most recent
completed fiscal year during the Employment Peribdny, and (2) the Recent Average Bonus (orhé& Executive he
been employed by the Company for less than thie&dcal years, then the average bonus paid oapkyto the executi
officer who was employed by the Company in a sinmgipacity as the Executive during such threefisdial years) (suc
greater amount shall be hereinafter referred tthasHighest Annual Bonus”)The Special Bonus shall be paid no |
than 30 days following the first anniversary of Eféective Date.

(iv)  Incentive, Savings and Retirement Plans . During the Employment Period, the Executive sha
entitled to participate in all incentive, savingglaetirement plans, practices, policies and gnaoms applicable genere
to other peer executives of the Company and iiaéfd companies, but in no event shall such plangctices, policie
and programs provide the Executive with incentiygartunities (measured with respect to both regalal speci
incentive opportunities, to the extent, if any,ttlsach distinction is applicable), savings oppaittes and retireme
benefit opportunities, in each case, less




favorable, in the aggregate, than the most faverabthose provided by the Company and its afétlatompanies for tl
Executive under such plans, practices, policiespgndrams as in effect at any time during thed®y period immediate
preceding the Effective Date or if more favoraludhe Executive, those provided generally at ame tafter the Effectiy
Date to other peer executives of the Company anaffiliated companies.

(v) Welfare Benefit Plans . During the Employment Period, the Executive antiie Executive's famil
as the case may be, shall be eligible for partimpan and shall receive all benefits under wedfaenefit plans, practici
policies and programs provided by the Company asdaffiliated companies (including, without limita, medica
prescription, dental, disability, salary continuanemployee life, group life, accidental death &taglel accident insuran
plans and programs) to the extent applicable gépet@ other peer executives of the Company andait#liated
companies, but in no event shall such plans, megtipolicies and programs provide the Executith benefits which a
less favorable, in the aggregate, than the mostréde of such plans, practices, policies and piogrin effect for tr
Executive at any time during the 90-day period irdrately preceding the Effective Date or, if moredaable to th
Executive, those provided generally at any timeratthe Effective Date to other peer executiveshef Company and |
affiliated companies.

(vi) Expenses . During the Employment Period, the Executive shml entitled to receive pron
reimbursement for all reasonable employment exgemsrirred by the Executive in accordance withrtiest favorabl
policies, practices and procedures of the Compantyits affiliated companies in effect for the Exthes at any tim
during the 96day period immediately preceding the Effective Date if more favorable to the Executive, as iree
generally at any time thereafter with respect teeopeer executives of the Company and its aktiatompanies.

(vii)  Fringe Benefits . During the Employment Period, the Executive shalkntitled to fringe benefits
less favorable, in the aggregate, than the plarestipes, programs and policies of the Company igdaffiliatec
companies in effect for the Executive at any timergy the 96day period immediately preceding the Effective Datef
more favorable to the Executive, as in effect galheat any time thereafter with respect to otheempexecutives of tl
Company and its affiliated companies.

(viii)  Office and Support Saff. During the Employment Period, the Executive shalehtitled to an offic
or offices of a size and with furnishings and othgpointments, and to exclusive personal secrétmthother assistan
at least equal to the most favorable of the foreg@rovided to the Executive by the Company andffiated companie
at any time during the 9@ay period immediately preceding the Effective Dateif more favorable to the Executive
provided generally at any time thereafter with exsfio other peer executives of the Company araffittated companie:

(ix)  Vacation . During the Employment Period, the Executive shwl entitled to paid vacation
accordance with the most favorable plans, poligesgrams and practices of the Company and itbaafd companies
in effect for the Executive at any time during ®@-day period immediately preceding the Effective Datgif more
favorable to the Executive, as in effect generallyany time thereafter with respect to other peercetives of th
Company and its affiliated companies.

SECTION 4. Termination of Employment

(@) Death or Disability . The Executive's employment shall terminate autmaldy upon the Executive's de:
during the Employment Period. If the Company detees in good faith that the Disability of the Exéea has occurre
during the Employment Period (pursuant to the dakdim of Disability set forth below), it may giveo tthe Executiv
written notice in accordance with Section 10(bjt®intention to




terminate the Executive's employment. In such eviém Executive's employment with the Company stelninat
effective on the 30th day after receipt of suchiagoby the Executive (the “Disability Effective @4}, provided tha
within the 30 days after such receipt, the Exeeushall not have returned to fuime performance of the Executiv
duties. For purposes of this Agreement, “Disaliilighall mean the Executive is: (1) unable to engagany substanti
gainful activity by reason of any medically detemable physical or mental impairment which can bgeeted to result
death or can be expected to last for a continu@u®g of not less than twelve (12) months; or (2)rbason of ar
medically determinable physical or mental impairtme&hich can be expected to result in death or eaexpected to la
for a continuous period of not less than twelve) (h&nths, receiving income replacement benefitafperiod of not le:
than three (3) months under an accident and hpllthcovering employees of the Company.

(b) Cause. The Company may terminate the Executive's empéoyrduring the Employment Period for Ca
For purposes of this Agreement, “Cause” occurs wherkExecutive does any of the following:

(i) is convicted of a felony involving moral turpitudeder federal, state or local law;

(i)  materially breaches the Executive's obligationsenr8ection 3(a) (other than as a result of incay
due to physical or mental illness) that is demaiwyr willful and deliberate on the Executive's pdnat is committed |
bad faith or without reasonable belief that suaabh is in the best interests of the Company aaidigimot remedied in
reasonable period of time after receipt of writhetice from the Company specifying such breachj/@n

(i)  is convicted of any applicable local, state or fataw or Company policy related to discrimina
or harassment.

(c) Good Reason . The Executive's employment may be terminatednduthe Employment Period by -
Executive for Good Reason. For purposes of thiségrent, “Good Reason” shall mean:

() the assignment to the Executive of any duties isist@nt in any respect with the Executive's pas
(including status, offices, titles and reportingugement), authority, duties or responsibilitisscantemplated by Secti
3(a) or any other action by the Company which tesala diminution in such position, authority, igstor responsibilitie
excluding for this purpose an isolated, insubstdtnd inadvertent action not taken in bad faitti which is remedied |
the Company promptly after receipt of notice thégieen by the Executive;

(i)  any failure by the Company to comply with any oé throvisions of Section 3(b), other thar
isolated, insubstantial and inadvertent failure e@turring in bad faith and which is remedied by @ompany prompt
after receipt of notice thereof given by the Exeayt

(i)  the Company's requiring the Executive to be basedhyaoffice or location other than that descr
in Section 3(a) (i) (B);

(iv) any purported termination by the Company of the daxge's employment otherwise than
expressly permitted by this Agreement; or

(v) any failure by the Company to comply with and $gat8ection 9(c), provided that such successo
received at least ten days' prior written noticgrfithe Company or the Executive of the requiremeh&ection 9(c).




For purposes of this Section 4(c), any good faitednination of “Good Reasorthade by the Executive shall
conclusive.

(d) Notice of Termination . Any termination by the Company for Cause, or oy Executive for Good Reas
shall be communicated by Notice of Terminationhe bther party hereto given in accordance withiSectO(b). Fo
purposes of this Agreement“Notice of Termination”"means a written notice which (i) indicates the gpeterminatior
provision in this Agreement relied upon, (ii) toetlextent applicable sets forth in reasonable detel facts an
circumstances claimed to provide a basis for teation of the Executive's employment under the iow so indicate
and (iii) if the Date of Termination (as definedldwe) is other than the date of receipt of such aegtispecifies tf
termination date of such notice. The failure by EBxecutive or the Company to set forth in the Not¢ Termination ar
fact or circumstance which contributes to a shovah@ood Reason or Cause shall not waive any oftite Executive (
the Company hereunder or preclude the ExecutitbeCompany from asserting such fact or circumgtanenforcini
the Executive's or the Company's rights hereurieeecutive shall be required to provide notice te @ompany of tF
existence of any condition that constitutes Gooddea within 90 days of the initial existence of dwadition, and upc
the receipt of such notice the Company shall hgwerend of 30 days during which it may remedy tbadition.

(e) Date of Termination . “Date of Termination’means the date the Executive experiences a Sepafeatir
Service.

SECTION 5. Obligations of the Company upon Termination

(8) Good Reason; Other than for Cause, Death or Disability . If, during the Employment Period, the Comp
shall terminate the Executive's employment othantlor Cause or Disability or the Executive shathtinate employme
for Good Reason:

() the Company shall pay to the Executive in a lumm so cash within 30 days after the Date
Termination the aggregate of the following amounts:

(A) the sum of (1) the Executive's Annual Base Salargugh the Date of Termination to
extent not theretofore paid, (2) the product oftp Highest Annual Bonus and (y) a fraction, thenarator of which |
the number of days in the current fiscal year tgtothe Date of Termination, and the denominatawlath is 365 and3)
the Special Bonus, if due to the Executive pursuarection 3(b)(iii), to the extent not theret@qraid, and (4) a
accrued vacation pay, in each case to the extdarthametofore paid (the sum of the amounts desgribelauses (1), (=
(3) and (4) shall be hereinafter referred to as'#werued Obligations”); and

(B) the amount (such amount shall be hereinafter edew as the “Severance Amourgqual tc
the product of (1) 2.99 and (2) the sum of (x) Eheecutive's Annual Base Salary and (y) the Highfestual Bonu
(provided, however, that if the Special Bonus hasbeen paid to the Executive, such amount shalhbeased by tt
amount of the Special Bonus); and

(C) a separate lumsum supplemental retirement benefit (the amourguch benefit shall |
hereinafter referred to as the “Supplemental Re#m Amount”)equal to the difference between (1) the lump
actuarial equivalent (utilizing for this purpose thctuarial assumptions utilized with respect o@ompany's Retireme
Plan (or any successor plan thereto) (the “RetirerRéan”) during the 9@ay period immediately preceding the Effec
Date) of the benefit payable under the Retiremdah Rnd any supplemental and/or excess retiremiamt @f the
Company and its affiliated companies providing bigmdor the Executive (the “SERP'Which the Executive wou
receive if the Executive's




employment continued at the compensation level igea for in Sections 3(b)(i) and 3(b)(ii) for themainder of th
Employment Period, assuming for this purpose thacarued benefits are fully vested and that biemeicrual formula
are no less advantageous to the Executive thare to®ffect during the 98ay period immediately preceding
Effective Date, and (2) the lump sum actuarial eajent (utilizing for this purpose the actuarias@sptions utilized wit
respect to the Retirement Plan during thed@9-period immediately preceding the Effective Daitthe Executive
actual benefit (paid or payable), if any, underRetirement Plan and the SERP; and

(i)  for each month during the remainder of the Emplaynteeriod, the Company shall make a
payment equal to the excess of (x) 1.25 times«twelfth of the annual insurance premium (or, in tase of any bene
provided on a seinsured basis, an amount equal to a mablkesied insurance premium for the same coveragdhé
plans, programs, policies and practices describe8eiction 3(b)(v) other than health and dental fisneovering th
Executive and/or the Executive's family on the DateTermination over (y) the amount that the Exe®utpaid o
contributed toward the cost of such benefits immesdlly before the Date of Termination (such paymantsthe paymer
described in Section 5(a)(iii) shall be hereinafederred to as the “Welfare Benefit Payments” an

(i)  for each month following the Date of Terminatiordamtil the date the Executive becomes eli
for Medicare, the Company shall make a cash payregual to the excess of (x) 1.25 times the maxinaliowable
monthly contribution that the Executive can be megflito pay for continued health and dental plavecage under Secti
4980B of the Code for the health and dental covepmgvided to the Executive, the Executive's spamskthe Executive
dependents on the Date of Termination over (y)atineunt that the Executive paid or contributed talatae cost of suc
benefits immediately before the Date of Termination

(iv) to the extent not otherwise paid or provided, tr@m@any shall timely pay or provide to
Executive and/or the Executive's family any othapants or benefits pursuant to the terms of any, geogram, policy ¢
practice or contract or agreement of the Compaulitsraffiliated companies as in effect and applieagenerally to oth
peer executives of the Company and its affiliatechiganies and their families during the-day period immediate
preceding the Effective Date or, if more favoratieghe Executive, as in effect generally thereaftgh respect to oth
peer executives of the Company and its affiliatechganies and their families (such other amountskemefits shall t
hereinafter referred to as the “Other Benefits”).

(v) to the extent not otherwise provided for hereihpptions, warrants or other rights to acquire t=
stock of the Company and any stock appreciatiomsiglan or other similar plan benefits held byarthe benefit of th
Executive shall become fully vested and eligibleifomediate exercise.

(vi) Notwithstanding anything contained in this Agreemém the contrary, if the Executive is
“specified employee” (determined in accordance Witdde Section 409A and Treasury Regulation Sedtidd9A-3(i)(2))
as of the date of Separation from Service (othen #h Separation from Service due to death), thgmpaypment, benefit «
entitlement provided for in this Agreement thatdeferred compensatiorthat is subject to Section 409A of the Code
that is payable during the first six months follagithe date of Separation from Service shall bd paiprovided to tr
Executive in a lump sum cash payment to be madbemrarlier of (a) the Executive's death or (b)ftrst business de
(or within 30 days after such first business ddythe seventh calendar month immediately followihg month in whic
the date of Separation from Service occurs. If payment is delayed pursuant to this provision,Goenpany shall p¢
interest at the rate described below on the postbgayments from the date the payment would hage tee but for th
provision to the date on which such amounts are. paierest shall be creditt




at an annual rate equal to the greater of 6% oPtimae Rate, as determined by the Company, in teffec¢he first day ¢
such delay compounded annually.

(b) Death . If the Executive's employment is terminated by osa®f the Executive's death during
Employment Period, this Agreement shall terminatthout further obligations to the Executive's legapresentative
under this Agreement, other than for (i) paymenfo€rued Obligations (which shall be paid to thee€ixive's estate
beneficiary, as applicable, in a lump sum in caghiw 30 days of the Date of Termination) and timely payment c
provision of the Welfare Benefit Payments and OBemefits (excluding, in each case, Death Benédgsdefined below
and (ii) payment to the Executive's estate or belaey, as applicable, in a lump sum in cash witBindays of the Date
Termination of an amount equal to the greater gftt® sum of the Severance Amount and the Suppl@inBetiremer
Amount and (B) the present value (determined asiged in Section 280G(d)(4) of the Code) of anyhcasmount to k
received by the Executive or the Executive's fanasiyy a death benefit pursuant to the terms of aag, gholicy o
arrangement of the Company and its affiliated camgss but not including any proceeds of life inswe covering tr
Executive to the extent paid for directly or onaaftributory basis by the Executive (which shallpaed in any event as
Other Benefit) (the benefits included in this ckagB) shall be hereinafter referred to as the “Bé&xnefits”).

(c) Disability. If the Executive becomes Disabled during the Exyiplent Period, the Company's only obliga
to the Executive will be (i) payment of Accrued @hations (which shall be paid to the Executive ilump sum in cas
within 30 days of the Date of disability) and tlmely payment or provision of the Welfare Benefityfhents and Oth
Benefits and (ii) payment to the Executive in a jusum in cash within 30 days following the DateDo$ability of ar
amount equal to the sum of the Severance Amountlen8upplemental Retirement Amount.

(d) Cause; Other than for Good Reason . If the Executive's employment shall be terminatdGause during th
Employment Period, this Agreement shall terminaitdaut further obligations to the Executive othleart the obligatic
to pay to the Executive Annual Base Salary throtigh Date of Termination to the extent theretofongpaid. If the
Executive terminates employment during the Emplaym@eriod, excluding a termination for Good Reasthrs
Agreement shall terminate without further obligasdo the Executive, other than for Accrued Oblage and the time
payment or provision of Other Benefits. In suchegadl Accrued Obligations shall be paid to the ¢tive in a lump sul
in cash within 30 days of the Date of Termination.

(e) Non-exclusivity of Rights . Except as provided in Sections 5(a)(ii), 5(b) &(c), nothing in this Agreeme
shall prevent or limit the Executive's continuingfature participation in any plan, program, polmypractice provided t
the Company or any of its affiliated companies tordvhich the Executive may qualify, nor shall amyg herein limit o
otherwise affect any rights the Executive may hamder any contract or agreement with the Compangngr of it
affiliated companies. Amounts which are vested bener which the Executive is otherwise entitledréceive under al
plan, policy, practice or program of or any contr@acagreement with the Company or any of its iatild companies at
subsequent to the Date of Termination shall be lgays accordance with such plan, policy, practiceprogram o
contract or agreement except as explicitly modibgdhis Agreement.

SECTION 6. Full Settlement; Resolution of Disputes

(@) The Company's obligation to make the payments geakfor in this Agreement and otherwise to perfds
obligations hereunder shall not be affected by setyoff, counterclaim, recoupment, defense or othemglaight ol
action which the Company may have against the HExecor others. In no event shall the Executiveobkgated to see
other employment or take any other action by wamigation of




the amounts payable to the Executive under angeoptovisions of this Agreement and, except asigeavin Section 5(a)
(ii), such amounts shall not be reduced whetherabrthe Executive obtains other employment. The Qamg agrees
pay promptly as incurred, to the full extent petedt by law, all legal fees and expenses which tkecttive ma
reasonably incur as a result of any contest (régssdf the outcome thereof) by the Company, thecktve or others |
the validity or enforceability of, or liability uredt, any provision of this Agreement or any guarandé performanc
thereof (including as a result of any contest bg #xecutive about the amount of any payment putstarthis
Agreement), provided that the Executive takes aathtains his position in good faith; plus in eaese& interest on a
delayed payment at the applicable Federal rateigiedvfor in Section 7872(f)(2)(A) of the Code.

(b) If there shall be any dispute between the Compandytlze Executive (i) in the event of any terminatad the
Executive's employment by the Company, whether seichination was for Cause, or (ii) in the eventaf terminatio
of employment by the Executive, whether Good Reasdsted, then, unless and until there is a finahappealab
judgment by a court of competent jurisdiction deolg that such termination was for Cause or thatdatermination
the Executive of the existence of Good Reason veasmade in good faith, the Company shall pay albants, an
provide all benefits, to the Executive and/or theedutive's family or other beneficiaries, as theecanay be, that t
Company would be required to pay or provide purst@isection 5(a) as though such termination weréhb Compan
without Cause, or by the Executive with Good Reagoovided, however, that the Company shall notdapiired to pa
any disputed amount pursuant to this paragraphpéxgen receipt of an undertaking by or on behathe Executive t
repay all such amounts to which the Executive tisnaltely adjudged by such court not to be entitleéthe Executive he
maintained his or her position in the dispute imdjdaith (in the sole opinion of the court, whiar this purpose shi
include any mediator or arbitrator, if the dispigesettled through mediation or arbitration), then@any shall reimbur
the Executive for any attorneys' fees and expeimsesred by the Executive with respect to such ulispelated to th
Agreement, and including any actions taken by eiffeaty to appeal or enforce the judgment rendéhedein. Suc
reimbursement shall be made by direct paymentddEtkecutive upon delivery to the Company of vatidoices and/c
receipts relating to such attorneys' fees and esgzen

SECTION 7. Parachute Payments

(@) Inthe event that it shall be determined that aaynpent or distribution in the nature of compensatiwithin
the meaning of Section 280G(b)(2) of the Code) tdoo the benefit of the Executive, whether paid patyable c
distributed or distributable pursuant to the terofisthis Agreement or otherwise (a “Paymentiould constitute
“parachute payment” as defined in 280G(b)(2) of@lwele (a “Parachute Paymenthen the Payments will be reduce:
accordance with this Section 7 if, and only to élxéent that, a reduction will allow the Executieeréceive a greater M
After Tax Amount than the Executive would receibsent a reduction.

(b)  An independent registered public accounting firlected by the Company immediately prior to the @&
of Control (the “Accounting Firm”ill first determine the total amount of any ParaiehPayments that are payable tc
Executive. The Accounting Firm also will determittee Net After Tax Amount attributable to the Exécels tota
Parachute Payments.

(c) The Accounting Firm will next determine the largastount of Payments that may be made to or on bet
the Executive without subjecting the Executive &x tunder Section 4999 of the Code (the “Capped RBaisi).
Thereafter, the Accounting Firm will determine thet After Tax Amount attributable to the Capped iRamts.




(d) The Executive will receive the total Parachute Payi® or the Capped Parachute Payments, whic
provides the Executive with the higher Net AfterxTA&mount. If the Executive will received the Cappedyments, tt
total Parachute Payments will be adjusted by feducing any Payments that do not constitute “defecompensation”
under Section 409A of the Code (by first reducing auch Payments that are not payable in cashhemdiy reducing tt
amount of any such Payments that are payable iy eamsl next, if necessary, by reducing any Payntéatsdo constitu
“deferred compensationinder Section 409A of the Code (by first reducing auch Payments that are not payable in
and then by reducing the amount of any such Paysrtéiat are payable in cash). The Accounting Firth matify the
Executive and the Company if it determines thatRheachute Payments must be reduced to the CapyeteRts and wi
send the Executive and the Company a copy of itaildd calculations supporting that determinationd dhowing th
Payments that will be reduced.

(e) As a result of the uncertainty in the applicatidnSections 280G and 4999 of the Code at the tine
Accounting Firm makes its determinations under tBection 7, it is possible that amounts will haveer paid ¢
distributed to the Executive that should not hagerbpaid or distributed under this Section 7 (“@agments”)or tha
additional amounts should be paid or distributedtite Executive under this Section 7 (“Underpaynigntl the
Accounting Firm determines, based on either thertiea of a deficiency by the Internal Revenue #enagainst tr
Company or the Executive, which assertion the Antiog Firm believes has a high probability of sigscer controllin
precedent or substantial authority, that an Overgayt has been made, the Accounting Firm will natify Executive ar
the Company of that determination and the Executivest repay the Overpayment to the Company, withaetrest
provided, however, that no amount will be payalyléeia Executive unless, and then only to the exteatt the repayme
would either reduce the amount on which the Exgeus subject to tax under Section 4999 of the Cardgenerate
refund of tax imposed under Section 4999 of the éCdtl the Accounting Firm determines, based upontrodiing
precedent or substantial authority, that an Undemeat has occurred, the Accounting Firm will notifye Executive ar
the Company of that determination and the amourth@fUnderpayment will be paid to the Executivethaiit interes
promptly by the Compan

(f)  For purposes of this Section 7, the term “Net Affeix Amount” means that amount of any Parac
Payments or Capped Payments, as applicable, nakes imposed under Sections 1, 3101(b) and 498%ay State «
local income taxes applicable to the Executive lmn date of payment. The determination of the Ne&ATax Amour
shall be made using the highest combined effectiteeimposed by the foregoing taxes on income ektdme character
the Parachute Payments or Capped Payments, asadgbp]iin effect on the date of payment.

SECTION 8. Confidential Information The Executive shall hold in a fiduciary capadity the benefit of th
Company all secret or confidential information, Wwhedge or data relating to the Company or any sfaiffiliatec
companies, and their respective businesses, wiiiah Bave been obtained by the Executive during ERecutive'
employment by the Company or any of its affiliatemnpanies and which shall not be or become publowwkedge (othe
than by acts by the Executive or representativabeExecutive in violation of this Agreement). &ftermination of th
Executive's employment with the Company, the Exeeuthall not, without the prior written consenttbé Company ¢
as may otherwise be required by law or legal possmmunicate or divulge any such information,videolge or data
anyone other than the Company and those desighgtgdin no event shall an asserted violationha provisions of th
Section 8 constitute a basis for deferring or walding any amounts otherwise payable to the Exeeutinder thi
Agreement.




SECTION 9. Successors

(@) This Agreement is personal to the Executive antout the prior written consent of the Company shal
be assignable by the Executive otherwise than Byowihe laws of descent and distribution. Thisrégment shall inure
the benefit of and be enforceable by the Executiegal representatives.

(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors aigne

(c) The Company will require any successor (whethezadior indirect, by purchase, merger, consolidatit
otherwise) to all or substantially all of the biess and/or assets of the Company to assume expagskagree to perfol
this Agreement in the same manner and to the sateatehat the Company would be required to perfarihno suct
succession had taken place. As used in this Agmeerft@ompany”’shall mean the Company as hereinbefore define
any successor to its business and/or assets &saihiwhich assumes and agrees to perform thiseAgret by operatic
of law, or otherwise.

SECTION 10. Miscellaneous

(@) This Agreement shall be governed by and constraedctordance with the laws of the State of N
Carolina, without reference to principles of coetflof laws. The captions of this Agreement arepast of the provisior
hereof and shall have no force or effect. This &grent may not be amended or modified otherwise Hyaa writter
agreement executed by the parties hereto or thgdective successors and legal representatives.

(b) All notices and other communications hereunderl $fgain writing and shall be given by hand delivewythe
other party or by registered or certified mailuretreceipt requested, postage prepaid, addresdetaws:

If to the Executive: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Michael E. Harris

If to the Company: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Chairman of the Board of Directors

or to such other address as either party shall haveshed to the other in writing in accordanceelath. Notice an
communications shall be effective when actuallyeieed by the addressee.

(c) The invalidity or unenforceability of any provisioof this Agreement shall not affect the validity
enforceability of any other provision of this Agneent.

(d) The Company may withhold from any amounts payablgeu this Agreement such Federal, state or
taxes as shall be required to be withheld pursteeaty applicable law or regulation.

(e) The Executive's or the Company's failure to ing@bn strict compliance with any provision hereofaos,
other provision of this Agreement or the failureassert any right the Executive or the Company




may have hereunder, including, without limitatidime right of the Executive to terminate employmimtGood Reasc
pursuant to Section 4(c)-(v), shall not be deemed to be a waiver of suchipi@mv or right or any other provision or ri
of this Agreement.

()  The Executive and the Company acknowledge thagpixas may otherwise be provided under any
written agreement between the Executive and thepaos) the employment of the Executive by the Comgpafiat will”
and, prior to the Effective Date, may be termindigcither the Executive or the Company at any tilhereover, if prio
to the Effective Date, the Executive's employmeithwhe Company terminates, then the Executivel $taale no furthe
rights under this Agreement.

(9) Payments under this Agreement shall be in lieu @yngent under any other separation pay ple
arrangement for which the Executive may otherwiseeligible. Notwithstanding the terms of any sutheo separatic
pay plan or arrangement, the Executive agreesthahall not be eligible for any benefits thereun

(h)  Any reimbursements or ikind benefits to be provided pursuant to this Agrent (including but not limite
to Sections 3(b)(v), 3(b)(vi), 3(b)(vii), 5(@)(iixand 6) that are taxable to Executive shall beesiljo the followin
restrictions: (a) each reimbursement must be paithter than the last day of the calendar yeao¥ahg the Executive
tax year during which the expense was incurrechomas remitted, as the case may be; (b) the anaiuexpenses
taxes eligible for reimbursement, or in kind betsefirovided, during a tax year of the Executive may affect th
expenses or taxes eligible for reimbursement, &ind benefits to be provided, in any other tax yafathe Executive; (
the period during which any reimbursement may hd painkind benefit may be provided is the later of teargeafte
termination of this Agreement; and (d) the rightreembursement or ikind benefits is not subject to liquidation
exchange for another benefit.

SECTION 11. Termination of Previous Executive Sepptntal Employment AgreementEach of the parti
hereto agrees that the Executive Supplemental Brm@ot Agreement between the Company and the Executated ¢
of April 13, 2007 and amended as of November 1082@ollectively and as amended, the “Prior Agreethehas bee
terminated concurrently with the execution of tAgreement and that none of the provisions of therPxgreement she
be deemed to survive the execution of this Agrednmeany respect.




IN WITNESS WHEREOF, the Executive has hereuntatsetExecutive's hand and, pursuant to the authmm
from the Compensation Committee of its Board ofbiors, the Company has caused this Agreement ¢éadamited in it
name on its behalf, all as of the day and yeat dipsve written.

EXECUTIVE:
/s/ Michael E. Harris

Michael E. Harris

HIGHWOODS PROPERTIES, INC.
By: /s/ Edward J. Fritsch
Edward J. Fritsch
President and Chief Executive Officer




Exhibit 10.13

AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL EMPLOYMENT AGREEMENT

AGREEMENT by and between HIGHWOODS PROPERTIES, INCMaryland corporation (the “Company”
and Terry L. Stevens (the “Executive”), dated aBebruary 12, 2013.

The Compensation Committee of the Board of Dirextdrthe Company (the “Board”) has deteined that it is i
the best interests of the Company and its stockensitb ensure that the Company will have the caetirdedication of tf
Executive, notwithstanding the possibility, threatoccurrence of a Change of Control (as define@ewation 1) of th
Company. The Board believes it is imperative toidigh the inevitable distraction of the Executive Wirtue of the
personal uncertainties and risks created by a pgrati threatened Change of Control and to encoutegg&xecutive's fu
attention and dedication to the Company curremily ia the event of any threatened or pending Chah@wontrol, and t
provide the Executive with compensation and bemefitangements upon a Change of Control which enthat th
compensation and benefits expectations of the Eixecwill be satisfied and which are competitivettwthose of othe
corporations. Therefore, in order to accomplishs¢hebjectives, the Board has caused the Compaewnt&y into thi
Agreement.

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:

SECTION 1. Certain Definitions

(&) The “Effective Date” shall mean the first date dagrithe Change of Control Period (as defined iniSect
(b)) on which a Change of Control occurs. Anythinghis Agreement to the contrary notwithstandifigg Change ¢
Control occurs and if the Executive's employmerihwhe Company is terminated prior to the date diciwthe Chang
of Control occurs, and if it is reasonably demaatsil by the Executive that such termination of eymplent (i) was at tt
request of a third party who has taken steps reddpcalculated to effect the Change of Contrd{iprotherwise arose
connection with or anticipation of the Change oh@ol, then for all purposes of this Agreement‘tB#ective Date”shal
mean the date immediately prior to the date of $anhination of employment.

(b) The “Change of Control Periodhall mean the period commencing on the date henedfending on tt
third anniversary of such date; provided, howetreat commencing on the date one year after theldatenf, and on ea
annual anniversary of such date (such date and &achal anniversary thereof shall be hereinaftéarmed to as tr
“Renewal Date”)the Change of Control Period shall be automaticaiended so as to terminate three years from
Renewal Date, unless at least 60 days prior tRémeewal Date the Company shall give notice to tkecktive that th
Change of Control Period shall not be so extended.

(c) For purposes of this Agreement, a “Change of Cégtwll mean:

() The acquisition by any individual, entity or gro(waithin the meaning of Section 13(d)(3) or 14(d
of the Securities Exchange Act of 1934, as ameiftted“Exchange Act”)) (a “Person§f beneficial ownership (with
the meaning of Rule 13& promulgated under the Exchange Act) of 20% orenadreither (a) the then outstanding sh
of common stock of the Company (the “Outstandingn@any Common Stock®r (b) the combined voting power of
then outstanding voting securities of the Compamtjtled to vote generally in the election of direst (the ‘Outstandin
Company Voting Securities”);




provided, however, that the following acquisitiostsall not constitute a Change of Control: (I) amguasition directl
from the Company (excluding an acquisition by \ertf the exercise of a conversion privilege), &y acquisition by tr
Company, (Ill) any acquisition by any employee bienpan (or related trust) sponsored or maintaibgdhe Company
any corporation controlled by the Company or (Iy acquisition by any corporation pursuant to ageanization, merg
or consolidation, if, following such reorganizatjonerger or consolidation, the conditions descrilbeclauses (1), (Il) ar
(1) of subsection (i) of this Section 1(c) ardished; or

(i) Individuals who, as of the date hereof, constithte Board (the “Incumbent Boardtease for ar
reason to constitute at least a majority of therBpprovided, however, that any individual becoméndirector subseque
to the date hereof whose election, or nominatiorefection by the Company's stockholders, was ajgatdy a vote of .
least a majority of the directors then comprising Incumbent Board shall be considered as though isdividual were
member of the Incumbent Board, but excluding, fos purpose, any such individual whose initial agstion of office
occurs as a result of either an actual or thredtefection contest (as such terms are used in Rldell of Regulatio
14A promulgated under the Exchange Act) or oth&wad®r threatened solicitation of proxies or carisdy or on behe
of a Person other than the Board; or

(i)  Approval by the stockholders of the Company of @ganization, merger or consolidation, in €
case, unless, following such reorganization, memerconsolidation, (a) more than 60% of, respebtivéhe thei
outstanding shares of common stock of the corpmragsulting from such reorganization, merger arsotidation and tf
combined voting power of the then outstanding \gtaecurities of such corporation entitled to voemeyally in th
election of directors is then beneficially ownedredtly or indirectly, by all or substantially atif the individuals ar
entities who were the beneficial owners, respeltjvef the Outstanding Company Common Stock andstantlin
Company Voting Securities immediately prior to suebrganization, merger or consolidation in sulisiiy the sam
proportions, as their ownership, immediately ptiorsuch reorganization, merger or consolidationthef OQutstandir
Company Common Stock and Outstanding Company V@imgurities, as the case may be, (b) no Persotufeng the
Company, any employee benefit plan (or relatedtitro$ the Company or such corporation resultingmfreuct
reorganization, merger or consolidation and anysétebeneficially owning, immediately prior to suckorganizatior
merger or consolidation, directly or indirectly,%8(r more of the Outstanding Company Common StodRudstandin
Voting Securities, as the case may be) beneficays, directly or indirectly, 20% or more of, respively, the the
outstanding shares of common stock of the corpmratsulting from such reorganization, merger arsotidation or th
combined voting power of the then outstanding \@tsecurities of such corporation entitled to voenegally in th
election of directors and (c) at least a majorityh@ members of the board of directors of the ocmapon resulting fror
such reorganization, merger or consolidation weesnivers of the Incumbent Board at the time of thecetion of th
initial agreement providing for such reorganizatiorerger or consolidation; or

(iv)  Approval by the stockholders of the Company of §agomplete liquidation or dissolution of
Company or (b) the sale or other disposition ofaallsubstantially all of the assets of the Compantiier than to
corporation, with respect to which following sudcklesor other disposition, (I) more than 60% ofpexgively, the the
outstanding shares of common stock of such corporand the combined voting power of the then amiding votin
securities of such corporation entitled to voteegally in the election of directors is then beneflg owned, directly ¢
indirectly, by all or substantially all of the indliluals and entities who were the beneficial ownesspectively, of the Out-
standing Company Common Stock and Outstanding Coynpating Securities immediately prior to such sateothe
disposition in substantially the same proportiortresr ownership, immediately prior to such saletirer disposition,
the Outstanding Company Common Stock and Outstgri@ampany Voting Securities, as the case may be,




(I no Person (excluding the Company and any egg#obenefit plan (or related trust) of the Compamysuct
corporation and any Person beneficially owning, edmately prior to such sale or other dispositianeatly or indirectly
20% or more of the Outstanding Company Common StocButstanding Company Voting Securities, as #seanay by
beneficially owns, directly or indirectly, 20% orome of, respectively, the then outstanding shafesommon stock ¢
such corporation and the combined voting powethefthen outstanding voting securities of such aafgan entitled t
vote generally in the election of directors and) (dt least a majority of the members of the boafrdlirectors of suc
corporation were members of the Incumbent Boarthattime of the execution of the initial agreementction of th
Board providing for such sale or other dispositid@assets of the Company.

(d) “ Separation from Service' Termination of Employmerit,“Terminates Employmehtand similar terrr
mean the date that Executive separated from semtben the meaning of section 409A of the Coden&ally, Executiv
will separate from service if the Executive diestires, or otherwise has a Separation from Semwitie the Compan:
determined in accordance with the following:

() Leaves of AbsenceThe employment relationship is treated as comintact while Executive is
military leave, sick leave, or other bona fide le@f absence if the period of such leave doesxuses six (6) months, «
if longer, so long as Executive retains a rightréemployment with the Company under an applicabdéute or by
contract. A leave of absence constitutes a bona ave of absence only if there is a reasonabpecation the
Executive will return to perform services for ther@pany. If the period of leave exceeds six (6) merand Executiy
does not retain a right to reemployment under gilicgble statute or by contract, the employmerdtrehship is deems
to terminate on the first date immediately follogisuch six (6)month period. Notwithstanding the foregoing, whe
leave of absence is due to any medically deternenatiysical or mental impairment that can be exgubtd result in dea
or can be expected to last for a continuous pesfabt less than six (6) months, where such impamntauses Executi
to be unable to perform the duties of his or hesitppn of employment or any substantially similaosfion o
employment, a twenty-nine (29)-month period of alsseshall be substituted for such six (6)-monthaaer

(i)  Dual Status. Generally if Executive performs services bothaasemployee and an indepenc
contractor, Executive must separate from servicth las an employee, and as an independent contrpoteuant t
standards set forth in the Treasury Regulationbettreated as having a Separation from Serviceeder, if Executiv
provides services to the Company as an employeaarmmember of the Board, and if any plan in wisiebh persc
participates as a Board member is not aggregateédtins Agreement pursuant to Treasury Regulatiectin 1.409/-1
(c)(2)(ii), then the services provided as a dire@ee not taken into account in determining whetBgecutive has
Separation from Service as an employee for purpaoistsss Agreement.

(i)  Separation from ServiceWhether a Separation from Service has occurrettisrmined based
whether the facts and circumstances indicate tmatGompany and Executive reasonably anticipatet rtbafurthe
services would be performed after a certain dathatrthe level of bona fide services Executive Mqerform after suc
date (whether as an employee or as an independettactor except as provided in the preceding papm woul
permanently decrease to no more than twenty pe(26ft) of the average level of bona fide service$gomed (whethe
as an employee or an independent contractor, exaepirovided in the preceding paragraph) over theddiatel
preceding thirty six (36) month period (or the fpkriod of services to the Company if Executive hasn providin
services to the Company less than thirty six (36htins). For periods during which Executive is gmaa bona fide lea
of absence and has not otherwise terminated emgloyas described above, for purposes of this paphdExecutive
treated as providing bona fide services at a legahl to the level of services that Executive




would have been required to perform to receivedbmpensation paid with respect to such leave oérades Perioc
during which Executive is on an unpaid bona fidavee of absence and has not otherwise terminatedogment ar
disregarded for purposes of this paragraph (inolydor purposes of determining the applicable yhéik (36) month (c
shorter) period).

(iv)  Service with Related Companie$or purposes of determining whether a Separdtmn Servic
has occurred under the above provisions, the “Cogipshall include the Company and all Related Conma “ Relatel
Company” means: (1) any corporation that is a member ofrarotbed group of corporations (as defined in C&aetior
414(b) that includes the Company); and (ii) angérar business (whether or not incorporated) thatnder commc
control (as defined in Code Section 414(c) with@wmpany. For purposes of applying Code Sectiod¢b}nd (c), 50¢
is substituted for the 80% ownership level.

(e) “ Related Company means: (1) any corporation that is a member ofrdrotbed group of corporations |
defined in Code Section 414(b) that includes then@any); and (ii) any trade or business (whethenairincorporatec
that is under common control (as defined in Codeti@e 414(c) with the Company. For purposes of wppl Cod¢
Sections 414(b) and (c), 50% is substituted for80i ownership level.

SECTION 2. Employment Period The term of this Agreement shall commence onBfiective Date and el
on the third anniversary of such date (the “EmplegtrPeriod”),subject to the termination provisions in Sectiorend *
herein.

SECTION 3. Terms of Employment

(@) Position and Duties.

()  During the Employment Period, (A) the Executivetssipon (including status, offices, titles ¢
reporting requirements), authority, duties and oespbilities shall be at least commensurate inradterial respects wi
the most significant of those held, exercised as®igaed at any time during the @8y period immediately preceding
Effective Date and (B) the Executive's servicedlgba performed at the location where the Executigs employe
immediately preceding the Effective Date or anyceffwhich is the headquarters of the Company atessthan 35 mile
from such location.

(i)  During the Employment Period, and excluding anyiqokr of vacation and sick leave to which
Executive is entitled, the Executive agrees to teeveasonable attention and time during normalnassi hours to tl
business and affairs of the Company and, to thenéxtecessary to discharge the responsibilitiegraess to the Executi
hereunder, to use the Executive's reasonable fiedgisdo perform faithfully and efficiently suclesponsibilities. Durin
the Employment Period, it shall not be a violatadrthis Agreement for the Executive to (A) serveaamporate, civic ¢
charitable boards or committees, (B) deliver lezsurfulfill speaking engagements or teach at ethrgatinstitutions an
(C) manage personal investments, so long as suolhtias do not significantly interfere with the gbermance of th
Executive's responsibilities as an employee ofGbmpany in accordance with this Agreement. It igregsly understoc
and agreed that to the extent that any such aesuitave been conducted by the Executive pridnéd=ffective Date, tt
continued conduct of such activities (or the condfcactivities similar in nature and scope theyetobsequent to t
Effective Date shall not hereafter be deemed terfate with the performance of the Executive's oaspilities to th
Company.




(b) Compensation.

() Base Salary . During the Employment Period, the Executive shadeive an annual base sa
(“Annual Base Salary”)which shall be paid in equal installments on a rhiynbasis, at least equal to twelve times
highest monthly base salary paid or payable t&Etterutive by the Company and its affiliated compann respect of tl
twelve-month period immediately preceding the month inolhthe Effective Date occurs. During the Employr
Period, the Annual Base Salary shall be reviewddaast annually and shall be increased at any d@inakefrom time to tim
as shall be substantially consistent with increasdsase salary generally awarded in the ordinayrse of business
other peer executives of the Company and its atii companies. Any increase in Annual Base Salaayl not serve
limit or reduce any other obligation to the Exeeatunder this Agreement. Annual Base Salary stwlbe reduced aft
any such increase and the term Annual Base Satawjilzed in this Agreement shall refer to Annialse Salary as
increased. As used in this Agreement, the termiliat&#d companies$hall include any company controlled by, contrg
or under common control with the Company.

(i) Annual Bonus . In addition to Annual Base Salary, the Execushall be awarded, for each fis
year ending during the Employment Period, an anboalis (the “Annual Bonus'in cash at least equal to the ave
bonus paid or payable, including by reason of afemal, to the Executive (or, if the Executive bagn employed by t
Company for less than three full fiscal years, thie® average bonus paid or payable to the execoffieer who wa
employed by the Company in a similar capacity asBkecutive during such three full fiscal years)tiy Company ar
its affiliated companies in respect of the thresedl years immediately preceding the fiscal yeawlmch the Effectiv
Date occurs (the “Recent Average Bonus”). Withauithtion, for purposes of this Agreement, the tefiAinnual Bonus”
and “Recent Average Bonushall be deemed to include amounts earned (whetherot paid) with respect to a
applicable period under any NeBquity Incentive Plan (as such term is definedtéml 402(a)(6)(iii) of Regulation-K
promulgated under the Exchange Act and the Seesirct of 1933, as amended, including any succehsoeto). Eac
such Annual Bonus shall be paid within 2 “2 monthifowing the fiscal year for which the Annual Bonigsawardec
unless the Executive shall elect, pursuant to a pfanonqualified deferred compensation adoptethbyCompany, if an
under which the Annual Bonus may be deferred, ferdbe receipt of such Annual Bonus.

(iii) Soecial Bonus . In addition to Annual Base Salary and Annual Bomayable as hereinabc
provided, if the Executive remains employed wite @ompany and its affiliated companies throughfitise anniversar
of the Effective Date, the Company shall pay toHxecutive a special bonus (the “Special Bonursecognition of th
Executive's services during the critical oyear transition period following the Change of Gohin cash equal to the si
of (A) the Executive's Annual Base Salary and (B greater of (1) the Annual Bonus paid or payablach for this
purpose shall include any portion of the Annual Bowith a deferred payment date, to the Execubvéhie most recent
completed fiscal year during the Employment Peribdny, and (2) the Recent Average Bonus (orhé& Executive he
been employed by the Company for less than thie&dcal years, then the average bonus paid oapkyto the executi
officer who was employed by the Company in a sinmgipacity as the Executive during such threefisdial years) (suc
greater amount shall be hereinafter referred tthasHighest Annual Bonus”)The Special Bonus shall be paid no |
than 30 days following the first anniversary of Eféective Date.

(iv)  Incentive, Savings and Retirement Plans . During the Employment Period, the Executive sha
entitled to participate in all incentive, savingglaetirement plans, practices, policies and gnaoms applicable genere
to other peer executives of the Company and iiaéfd companies, but in no event shall such plangctices, policie
and programs provide the Executive with incentiygartunities (measured with respect to both regalal speci
incentive opportunities, to the extent, if any,ttlsach distinction is applicable), savings oppaittes and retireme
benefit opportunities, in each case, less




favorable, in the aggregate, than the most faverabthose provided by the Company and its afétlatompanies for tl
Executive under such plans, practices, policiespgndrams as in effect at any time during thed®y period immediate
preceding the Effective Date or if more favoraludhe Executive, those provided generally at ame tafter the Effectiy
Date to other peer executives of the Company anaffiliated companies.

(v) Welfare Benefit Plans . During the Employment Period, the Executive antiie Executive's famil
as the case may be, shall be eligible for partimpan and shall receive all benefits under wedfaenefit plans, practici
policies and programs provided by the Company asdaffiliated companies (including, without limita, medica
prescription, dental, disability, salary continuanemployee life, group life, accidental death &taglel accident insuran
plans and programs) to the extent applicable gépet@ other peer executives of the Company andait#liated
companies, but in no event shall such plans, megtipolicies and programs provide the Executith benefits which a
less favorable, in the aggregate, than the mostréde of such plans, practices, policies and piogrin effect for tr
Executive at any time during the 90-day period irdrately preceding the Effective Date or, if moredaable to th
Executive, those provided generally at any timeratthe Effective Date to other peer executiveshef Company and |
affiliated companies.

(vi) Expenses . During the Employment Period, the Executive shml entitled to receive pron
reimbursement for all reasonable employment exgemsrirred by the Executive in accordance withrtiest favorabl
policies, practices and procedures of the Compantyits affiliated companies in effect for the Exthes at any tim
during the 96day period immediately preceding the Effective Date if more favorable to the Executive, as iree
generally at any time thereafter with respect teeopeer executives of the Company and its aktiatompanies.

(vii)  Fringe Benefits . During the Employment Period, the Executive shalkntitled to fringe benefits
less favorable, in the aggregate, than the plarestipes, programs and policies of the Company igdaffiliatec
companies in effect for the Executive at any timergy the 96day period immediately preceding the Effective Datef
more favorable to the Executive, as in effect galheat any time thereafter with respect to otheempexecutives of tl
Company and its affiliated companies.

(viii)  Office and Support Saff. During the Employment Period, the Executive shalehtitled to an offic
or offices of a size and with furnishings and othgpointments, and to exclusive personal secrétmthother assistan
at least equal to the most favorable of the foreg@rovided to the Executive by the Company andffiated companie
at any time during the 9@ay period immediately preceding the Effective Dateif more favorable to the Executive
provided generally at any time thereafter with exsfio other peer executives of the Company araffittated companie:

(ix)  Vacation . During the Employment Period, the Executive shwl entitled to paid vacation
accordance with the most favorable plans, poligesgrams and practices of the Company and itbaafd companies
in effect for the Executive at any time during ®@-day period immediately preceding the Effective Datgif more
favorable to the Executive, as in effect generallyany time thereafter with respect to other peercetives of th
Company and its affiliated companies.

SECTION 4. Termination of Employment

(@) Death or Disability . The Executive's employment shall terminate autmaldy upon the Executive's de:
during the Employment Period. If the Company detees in good faith that the Disability of the Exéea has occurre
during the Employment Period (pursuant to the dakdim of Disability set forth below), it may giveo tthe Executiv
written notice in accordance with Section 10(bjt®intention to




terminate the Executive's employment. In such eviém Executive's employment with the Company stelninat
effective on the 30th day after receipt of suchiagoby the Executive (the “Disability Effective @4}, provided tha
within the 30 days after such receipt, the Exeeushall not have returned to fuime performance of the Executiv
duties. For purposes of this Agreement, “Disaliilighall mean the Executive is: (1) unable to engagany substanti
gainful activity by reason of any medically detemable physical or mental impairment which can bgeeted to result
death or can be expected to last for a continu@u®g of not less than twelve (12) months; or (2)rbason of ar
medically determinable physical or mental impairtme&hich can be expected to result in death or eaexpected to la
for a continuous period of not less than twelve) (h&nths, receiving income replacement benefitafperiod of not le:
than three (3) months under an accident and hpllthcovering employees of the Company.

(b) Cause. The Company may terminate the Executive's empéoyrduring the Employment Period for Ca
For purposes of this Agreement, “Cause” occurs wherkExecutive does any of the following:

(i) is convicted of a felony involving moral turpitudeder federal, state or local law;

(i)  materially breaches the Executive's obligationsenr8ection 3(a) (other than as a result of incay
due to physical or mental illness) that is demaiwyr willful and deliberate on the Executive's pdnat is committed |
bad faith or without reasonable belief that suaabh is in the best interests of the Company aaidigimot remedied in
reasonable period of time after receipt of writhetice from the Company specifying such breachj/@n

(i)  is convicted of any applicable local, state or fataw or Company policy related to discrimina
or harassment.

(c) Good Reason . The Executive's employment may be terminatednduthe Employment Period by -
Executive for Good Reason. For purposes of thiségrent, “Good Reason” shall mean:

() the assignment to the Executive of any duties isist@nt in any respect with the Executive's pas
(including status, offices, titles and reportingugement), authority, duties or responsibilitisscantemplated by Secti
3(a) or any other action by the Company which tesala diminution in such position, authority, igstor responsibilitie
excluding for this purpose an isolated, insubstdtnd inadvertent action not taken in bad faitti which is remedied |
the Company promptly after receipt of notice thégieen by the Executive;

(i)  any failure by the Company to comply with any oé throvisions of Section 3(b), other thar
isolated, insubstantial and inadvertent failure e@turring in bad faith and which is remedied by @ompany prompt
after receipt of notice thereof given by the Exeayt

(i)  the Company's requiring the Executive to be basedhyaoffice or location other than that descr
in Section 3(a) (i) (B);

(iv) any purported termination by the Company of the daxge's employment otherwise than
expressly permitted by this Agreement; or

(v) any failure by the Company to comply with and $gat8ection 9(c), provided that such successo
received at least ten days' prior written noticgrfithe Company or the Executive of the requiremeh&ection 9(c).




For purposes of this Section 4(c), any good faitednination of “Good Reasorthade by the Executive shall
conclusive.

(d) Notice of Termination . Any termination by the Company for Cause, or oy Executive for Good Reas
shall be communicated by Notice of Terminationhe bther party hereto given in accordance withiSectO(b). Fo
purposes of this Agreement“Notice of Termination”"means a written notice which (i) indicates the gpeterminatior
provision in this Agreement relied upon, (ii) toetlextent applicable sets forth in reasonable detel facts an
circumstances claimed to provide a basis for teation of the Executive's employment under the iow so indicate
and (iii) if the Date of Termination (as definedldwe) is other than the date of receipt of such aegtispecifies tf
termination date of such notice. The failure by EBxecutive or the Company to set forth in the Not¢ Termination ar
fact or circumstance which contributes to a shovah@ood Reason or Cause shall not waive any oftite Executive (
the Company hereunder or preclude the ExecutitbeCompany from asserting such fact or circumgtanenforcini
the Executive's or the Company's rights hereurieeecutive shall be required to provide notice te @ompany of tF
existence of any condition that constitutes Gooddea within 90 days of the initial existence of dwadition, and upc
the receipt of such notice the Company shall hgwerend of 30 days during which it may remedy tbadition.

(e) Date of Termination . “Date of Termination’means the date the Executive experiences a Sepafeatir
Service.

SECTION 5. Obligations of the Company upon Termination

(8) Good Reason; Other than for Cause, Death or Disability . If, during the Employment Period, the Comp
shall terminate the Executive's employment othantlor Cause or Disability or the Executive shathtinate employme
for Good Reason:

() the Company shall pay to the Executive in a lumm so cash within 30 days after the Date
Termination the aggregate of the following amounts:

(A) the sum of (1) the Executive's Annual Base Salargugh the Date of Termination to
extent not theretofore paid, (2) the product oftp Highest Annual Bonus and (y) a fraction, thenarator of which |
the number of days in the current fiscal year tgtothe Date of Termination, and the denominatawrtuth is 365 and (-
the Special Bonus, if due to the Executive pursuarection 3(b)(iii), to the extent not theret@qraid, and (4) a
accrued vacation pay, in each case to the extdarthametofore paid (the sum of the amounts desgribelauses (1), (=
(3) and (4) shall be hereinafter referred to as'#werued Obligations”); and

(B) the amount (such amount shall be hereinafter edew as the “Severance Amourgqual tc
the product of (1) 2.99 and (2) the sum of (x) Eheecutive's Annual Base Salary and (y) the Highfestual Bonu
(provided, however, that if the Special Bonus hasbeen paid to the Executive, such amount shalhbeased by tt
amount of the Special Bonus); and

(C) a separate lumsum supplemental retirement benefit (the amourguch benefit shall |
hereinafter referred to as the “Supplemental Re#m Amount”)equal to the difference between (1) the lump
actuarial equivalent (utilizing for this purpose thctuarial assumptions utilized with respect o@ompany's Retireme
Plan (or any successor plan thereto) (the “RetirerRéan”) during the 9@ay period immediately preceding the Effec
Date) of the benefit payable under the Retiremdah Rnd any supplemental and/or excess retiremiamt @f the
Company and its affiliated companies providing bigmdor the Executive (the “SERP'Which the Executive wou
receive if the Executive's




employment continued at the compensation level igea for in Sections 3(b)(i) and 3(b)(ii) for themainder of th
Employment Period, assuming for this purpose thacarued benefits are fully vested and that biemeicrual formula
are no less advantageous to the Executive thare to®ffect during the 98ay period immediately preceding
Effective Date, and (2) the lump sum actuarial eajent (utilizing for this purpose the actuarias@sptions utilized wit
respect to the Retirement Plan during thed@9-period immediately preceding the Effective Daitthe Executive
actual benefit (paid or payable), if any, underRetirement Plan and the SERP; and

(i)  for each month during the remainder of the Emplaynteeriod, the Company shall make a
payment equal to the excess of (x) 1.25 times«twelfth of the annual insurance premium (or, in tase of any bene
provided on a seinsured basis, an amount equal to a mablkesied insurance premium for the same coveragdhé
plans, programs, policies and practices describe8eiction 3(b)(v) other than health and dental fisneovering th
Executive and/or the Executive's family on the DateTermination over (y) the amount that the Exe®utpaid o
contributed toward the cost of such benefits immesdlly before the Date of Termination (such paymantsthe paymer
described in Section 5(a)(iii) shall be hereinafederred to as the “Welfare Benefit Payments” an

(i)  for each month during the remainder of the Emplayi®eriod, the Company shall make a
payment equal to the excess of (x) 1.25 times tagimum allowable monthly contribution that the Extee can b
required to pay for continued health and dentah glaverage under Section 4980B of the Code foh#ath and dent
coverage provided to the Executive, the Executigpsuse and the Executive's dependents on thedDdterminatior
over (y) the amount that the Executive paid or cbuated toward the cost of such benefits immedyalbeifore the Date
Termination.

(iv) to the extent not otherwise paid or provided, tr@m@any shall timely pay or provide to
Executive and/or the Executive's family any othapants or benefits pursuant to the terms of any, geogram, policy ¢
practice or contract or agreement of the Compaulitsraffiliated companies as in effect and applieagenerally to oth
peer executives of the Company and its affiliatechiganies and their families during the-day period immediate
preceding the Effective Date or, if more favoratieghe Executive, as in effect generally thereaftgh respect to oth
peer executives of the Company and its affiliatechganies and their families (such other amountskemefits shall t
hereinafter referred to as the “Other Benefits”).

(v) to the extent not otherwise provided for hereihpptions, warrants or other rights to acquire t=
stock of the Company and any stock appreciatiomsiglan or other similar plan benefits held byarthe benefit of th
Executive shall become fully vested and eligibleifomediate exercise.

(vi) Notwithstanding anything contained in this Agreemém the contrary, if the Executive is
“specified employee” (determined in accordance Witdde Section 409A and Treasury Regulation Sedtidd9A-3(i)(2))
as of the date of Separation from Service (othen #h Separation from Service due to death), thgmpaypment, benefit «
entitlement provided for in this Agreement thatdeferred compensatiorthat is subject to Section 409A of the Code
that is payable during the first six months follagithe date of Separation from Service shall bd paiprovided to tr
Executive in a lump sum cash payment to be madbemrarlier of (a) the Executive's death or (b)ftrst business de
(or within 30 days after such first business ddythe seventh calendar month immediately followihg month in whic
the date of Separation from Service occurs. If payment is delayed pursuant to this provision,Goenpany shall p¢
interest at the rate described below on the postbgayments from the date the payment would hage tee but for th
provision to the date on which such amounts aré. paierest shall be credited at an annual ratalequhe greater of 6
or the Prime Rate, as determined by the Comparsffeat on the first day of such delay compoundeaially.




(b) Death . If the Executive's employment is terminated by osa®f the Executive's death during
Employment Period, this Agreement shall terminatthout further obligations to the Executive's legapresentative
under this Agreement, other than for (i) paymenfo€rued Obligations (which shall be paid to thee€ixive's estate
beneficiary, as applicable, in a lump sum in cagthiw 30 days of the Date of Termination) and timely payment ¢
provision of the Welfare Benefit Payments and OBemnefits (excluding, in each case, Death Benédgsdefined below
and (ii) payment to the Executive's estate or belaey, as applicable, in a lump sum in cash witBindays of the Date
Termination of an amount equal to the greater gftt® sum of the Severance Amount and the SupplainBetiremer
Amount and (B) the present value (determined asiged in Section 280G(d)(4) of the Code) of anyhcasmount to k
received by the Executive or the Executive's fanasiyy a death benefit pursuant to the terms of aag, gholicy o
arrangement of the Company and its affiliated camgsm but not including any proceeds of life inswe covering tr
Executive to the extent paid for directly or oncatibutory basis by the Executive (which shalldaed in any event as
Other Benefit) (the benefits included in this ckagB) shall be hereinafter referred to as the “Dé&snefits”).

(c) Disability. If the Executive becomes Disabled during the Exyiplent Period, the Company's only obliga
to the Executive will be (i) payment of Accrued @hations (which shall be paid to the Executive ilump sum in cas
within 30 days of the Date of disability) and tlmely payment or provision of the Welfare Benefityfhents and Oth
Benefits and (ii) payment to the Executive in a jusum in cash within 30 days following the DateDo$ability of ar
amount equal to the sum of the Severance Amounthen8upplemental Retirement Amount.

(d) Cause; Other than for Good Reason . If the Executive's employment shall be terminatadGause during th
Employment Period, this Agreement shall terminaitdaut further obligations to the Executive othleart the obligatic
to pay to the Executive Annual Base Salary throtigh Date of Termination to the extent theretofongpaid. If the
Executive terminates employment during the Emplaym@eriod, excluding a termination for Good Reasthrs
Agreement shall terminate without further obligasdo the Executive, other than for Accrued Oblage and the time
payment or provision of Other Benefits. In suchegadl Accrued Obligations shall be paid to the ¢tive in a lump sul
in cash within 30 days of the Date of Termination.

(e) Non-exclusivity of Rights . Except as provided in Sections 5(a)(ii), 5(b) &(c), nothing in this Agreeme
shall prevent or limit the Executive's continuingfwture participation in any plan, program, polmypractice provided |
the Company or any of its affiliated companies tordvhich the Executive may qualify, nor shall amyg herein limit o
otherwise affect any rights the Executive may hamder any contract or agreement with the Compangngr of it
affiliated companies. Amounts which are vested bener which the Executive is otherwise entitledréceive under al
plan, policy, practice or program of or any contr@acagreement with the Company or any of its iatild companies at
subsequent to the Date of Termination shall be lgays accordance with such plan, policy, practiceprogram o
contract or agreement except as explicitly modibgdhis Agreement.

SECTION 6. Full Settlement; Resolution of Disputes

(@8 The Company's obligation to make the payments geakfor in this Agreement and otherwise to perfds
obligations hereunder shall not be affected by seiyoff, counterclaim, recoupment, defense or othemglaight ol
action which the Company may have against the HExecor others. In no event shall the Executiveobkgated to see
other employment or take any other action by wagniigation of the amounts payable to the Executimder any of tr
provisions of this Agreement and, except as pravideSection 5(a)(ii), such amounts shall not lioed whether or n
the Executive obtains other employment.




The Company agrees to pay promptly as incurrethadull extent permitted by law, all legal feeslaaxpenses which t
Executive may reasonably incur as a result of amytest (regardless of the outcome thereof) by tbengany, th
Executive or others of the validity or enforcedbibf, or liability under, any provision of this Agement or any guaran
of performance thereof (including as a result of eontest by the Executive about the amount ofayment pursuant
this Agreement), provided that the Executive taked maintains his position in good faith; plus acle case interest
any delayed payment at the applicable Federapratgded for in Section 7872(f)(2)(A) of the Code.

(b) If there shall be any dispute between the Compandytlze Executive (i) in the event of any terminatod the
Executive's employment by the Company, whether seichination was for Cause, or (ii) in the eventaf terminatio
of employment by the Executive, whether Good Reasdsted, then, unless and until there is a finahappealab
judgment by a court of competent jurisdiction deolg that such termination was for Cause or thatdatermination t
the Executive of the existence of Good Reason veasmade in good faith, the Company shall pay albants, an
provide all benefits, to the Executive and/or theedutive's family or other beneficiaries, as theecanay be, that t
Company would be required to pay or provide purst@isection 5(a) as though such termination weréhb Compan
without Cause, or by the Executive with Good Reagoovided, however, that the Company shall notdapiired to pa
any disputed amount pursuant to this paragraphpéxgen receipt of an undertaking by or on behathe Executive t
repay all such amounts to which the Executive tisnaltely adjudged by such court not to be entitlethe Executive he
maintained his or her position in the dispute imddaith (in the sole opinion of the court, whiabr this purpose shi
include any mediator or arbitrator, if the dispigesettled through mediation or arbitration), thev@any shall reimbur
the Executive for any attorneys' fees and expeimsesred by the Executive with respect to such ulispelated to th
Agreement, and including any actions taken by eiffeaty to appeal or enforce the judgment rendéhedein. Suc
reimbursement shall be made by direct paymentddEtkecutive upon delivery to the Company of vatidoices and/c
receipts relating to such attorneys' fees and esgzen

SECTION 7. Parachute Payments

(& Inthe event that it shall be determined that amynpent or distribution in the nature of compensatwithin
the meaning of Section 280G(b)(2) of the Code) itdon the benefit of the Executive, whether paid payable ¢
distributed or distributable pursuant to the terofisthis Agreement or otherwise (a “Paymentiould constitute
“parachute payment” as defined in 280G(b)(2) of@lwele (a “Parachute Paymenthen the Payments will be reduce
accordance with this Section 7 if, and only to élxéent that, a reduction will allow the Executieeréceive a greater M
After Tax Amount than the Executive would receibsent a reduction.

(b)  An independent registered public accounting firlected by the Company immediately prior to the @&
of Control (the “Accounting Firm”ill first determine the total amount of any PanatehPayments that are payable tc
Executive. The Accounting Firm also will determitiee Net After Tax Amount attributable to the Exeeeis tota
Parachute Payments.

(c) The Accounting Firm will next determine the largastount of Payments that may be made to or on bet
the Executive without subjecting the Executive &x tunder Section 4999 of the Code (the “Capped RBaisi).
Thereafter, the Accounting Firm will determine thet After Tax Amount attributable to the Capped iRamts.

(d) The Executive will receive the total Parachute Payts or the Capped Parachute Payments, whic
provides the Executive with the higher Net AftexT/Aamount. If the Executive will received the Cappedyments, tt
total Parachute Payments will be adjusted by feédticing any Payments that do not




constitute “deferred compensationhder Section 409A of the Code (by first reducimy auch Payments that are
payable in cash and then by reducing the amouahypfsuch Payments that are payable in cash) aridihe&cessary, |
reducing any Payments that do constitute “defeca@dpensationtinder Section 409A of the Code (by first reducing
such Payments that are not payable in cash andbjheaducing the amount of any such Payments tleapayable i
cash). The Accounting Firm will notify the Execwgiand the Company if it determines that the PatacRayments mt
be reduced to the Capped Payments and will send&xkeeutive and the Company a copy of its detailaldutation:
supporting that determination and showing the Paysninat will be reduced.

(e) As a result of the uncertainty in the applicatidnSections 280G and 4999 of the Code at the tine
Accounting Firm makes its determinations under tBection 7, it is possible that amounts will haweer paid ¢
distributed to the Executive that should not hagerbpaid or distributed under this Section 7 (“@agments”)or tha
additional amounts should be paid or distributedtite Executive under this Section 7 (“Underpaynigntl the
Accounting Firm determines, based on either therties of a deficiency by the Internal Revenue #enagainst tr
Company or the Executive, which assertion the Antiag Firm believes has a high probability of sigscer controllin
precedent or substantial authority, that an Overayt has been made, the Accounting Firm will natiy Executive ar
the Company of that determination and the Executiuvest repay the Overpayment to the Company, withaetrest
provided, however, that no amount will be payalyléia Executive unless, and then only to the exteatt the repayme
would either reduce the amount on which the Exgeus subject to tax under Section 4999 of the Cardgenerate
refund of tax imposed under Section 4999 of the éCdtl the Accounting Firm determines, based upontrodiing
precedent or substantial authority, that an Undeneat has occurred, the Accounting Firm will notifye Executive ar
the Company of that determination and the amourthefUnderpayment will be paid to the Executivethawit interes
promptly by the Compan

()  For purposes of this Section 7, the term “Net Affexx Amount” means that amount of any Parac
Payments or Capped Payments, as applicable, naked imposed under Sections 1, 3101(b) and 498%ayn State «
local income taxes applicable to the Executive len date of payment. The determination of the Ne&ATax Amour
shall be made using the highest combined effectiteeimposed by the foregoing taxes on income ektdme character
the Parachute Payments or Capped Payments, asadgbp]iin effect on the date of payment.

SECTION 8. Confidential Information The Executive shall hold in a fiduciary capadiy the benefit of th
Company all secret or confidential information, Wwhedge or data relating to the Company or any sfaffiliatec
companies, and their respective businesses, wiiiah Bave been obtained by the Executive during ERecutive'
employment by the Company or any of its affiliatesnpanies and which shall not be or become publowwkedge (othe
than by acts by the Executive or representativabeExecutive in violation of this Agreement). &ftermination of th
Executive's employment with the Company, the Exeewuthall not, without the prior written consenttbé Company «
as may otherwise be required by law or legal possmmunicate or divulge any such information,videolge or data
anyone other than the Company and those desighgtgdin no event shall an asserted violationha provisions of th
Section 8 constitute a basis for deferring or woldimg any amounts otherwise payable to the Exeeutinder thi
Agreement.

SECTION 9. Successors

(@) This Agreement is personal to the Executive anttout the prior written consent of the Company shal
be assignable by the Executive otherwise than byowihe laws of descent and distribution. Thisrégment shall inure
the benefit of and be enforceable by the Execustiegjal representatives.




(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors aigne

(c) The Company will require any successor (whethezadior indirect, by purchase, merger, consolidatit
otherwise) to all or substantially all of the biess and/or assets of the Company to assume expagssagree to perfol
this Agreement in the same manner and to the sateatehat the Company would be required to perfdarihno suct
succession had taken place. As used in this Agreerf@ompany”shall mean the Company as hereinbefore define
any successor to its business and/or assets a&saifbiwhich assumes and agrees to perform thiseAget by operatic
of law, or otherwise.

SECTION 10. Miscellaneous

(@) This Agreement shall be governed by and constraedctordance with the laws of the State of N
Carolina, without reference to principles of coetflof laws. The captions of this Agreement arepast of the provisior
hereof and shall have no force or effect. This &grent may not be amended or modified otherwise Hyaa writter
agreement executed by the parties hereto or thgdective successors and legal representatives.

(b)  All notices and other communications hereunderl &feain writing and shall be given by hand deliveythe
other party or by registered or certified mailuretreceipt requested, postage prepaid, addresdetlavs:

If to the Executive: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Terry L. Stevens

If to the Company: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Chairman of the Board of Directors

or to such other address as either party shall haveshed to the other in writing in accordanceelnath. Notice an
communications shall be effective when actuallyeneed by the addressee.

(c) The invalidity or unenforceability of any provisioof this Agreement shall not affect the validity
enforceability of any other provision of this Agneent.

(d) The Company may withhold from any amounts payablgeu this Agreement such Federal, state or
taxes as shall be required to be withheld pursteeaty applicable law or regulation.

(e) The Executive's or the Company's failure to ing@bn strict compliance with any provision hereofaos
other provision of this Agreement or the failureassert any right the Executive or the Company e hereunde
including, without limitation, the right of the Esetive to terminate employment for Good Reasonyamsto Section 4(c)
()-(v), shall not be deemed to be a waiver of suchipian or right or any other provision or righttbis Agreement.

()  The Executive and the Company acknowledge thagpixas may otherwise be provided under any
written agreement between the Executive and thepgaog the employment of the Executive




by the Company is “at willand, prior to the Effective Date, may be termindigceither the Executive or the Compan
any time. Moreover, if prior to the Effective Dathe Executive's employment with the Company teatas, then tf
Executive shall have no further rights under thige®ement.

() Payments under this Agreement shall be in lieu @fnpent under any other separation pay ple
arrangement for which the Executive may otherwiseeligible. Notwithstanding the terms of any sutheo separatic
pay plan or arrangement, the Executive agreesthahall not be eligible for any benefits thereun

(h)  Any reimbursements or ikind benefits to be provided pursuant to this Agrent (including but not limite
to Sections 3(b)(v), 3(b)(vi), 3(b)(vii), 5(a)(iiand 6) that are taxable to Executive shall beesubjo the followini
restrictions: (a) each reimbursement must be paithter than the last day of the calendar yeao¥atlg the Executive
tax year during which the expense was incurrecawmas remitted, as the case may be; (b) the anufuetpenses !
taxes eligible for reimbursement, or in kind betsefirovided, during a tax year of the Executive may affect th
expenses or taxes eligible for reimbursement, &ind benefits to be provided, in any other tax yafathe Executive; (
the period during which any reimbursement may kid painkind benefit may be provided is the later of teargeafte
termination of this Agreement; and (d) the rightreembursement or ikind benefits is not subject to liquidation
exchange for another benefit.

SECTION 11. Termination of Previous Executive Sepptntal Employment AgreementEach of the parti
hereto agrees that the Executive Supplemental Erm@ot Agreement between the Company and the Execwtated ¢
of April 13, 2007 and amended as of November 1082@ollectively and as amended, the “Prior Agreethehas bee
terminated concurrently with the execution of tAgreement and that none of the provisions of therPxgreement she
be deemed to survive the execution of this Agrednmeany respect.




IN WITNESS WHEREOF, the Executive has hereuntatsetExecutive's hand and, pursuant to the authmm
from the Compensation Committee of its Board ofbiors, the Company has caused this Agreement ¢éadamited in it
name on its behalf, all as of the day and yeat dipsve written.

EXECUTIVE:
/sl Terry L. Stevens

Terry L. Stevens

HIGHWOODS PROPERTIES, INC.
By: /s/ Edward J. Fritsch
Edward J. Fritsch
President and Chief Executive Officer




Exhibit 10.14

AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL EMPLOYMENT AGREEMENT

AGREEMENT by and between HIGHWOODS PROPERTIES, INCMaryland corporation (the “Company”
and Jeffrey D. Miller (the “Executive”), dated asF@bruary 12, 2013.

The Compensation Committee of the Board of Dirextdrthe Company (the “Board”) has deteined that it is i
the best interests of the Company and its stockensitb ensure that the Company will have the caetirdedication of tf
Executive, notwithstanding the possibility, threatoccurrence of a Change of Control (as define@ewation 1) of th
Company. The Board believes it is imperative toidigh the inevitable distraction of the Executive Wirtue of the
personal uncertainties and risks created by a pgrati threatened Change of Control and to encoutegg&xecutive's fu
attention and dedication to the Company curremily ia the event of any threatened or pending Chah@wontrol, and t
provide the Executive with compensation and bemefitangements upon a Change of Control which enthat th
compensation and benefits expectations of the Eixecwill be satisfied and which are competitivettwthose of othe
corporations. Therefore, in order to accomplishs¢hebjectives, the Board has caused the Compaewnt&y into thi
Agreement.

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:

SECTION 1. Certain Definitions

(&) The “Effective Date” shall mean the first date dagrithe Change of Control Period (as defined iniSect
(b)) on which a Change of Control occurs. Anythinghis Agreement to the contrary notwithstandifigg Change ¢
Control occurs and if the Executive's employmerihwhe Company is terminated prior to the date diciwthe Chang
of Control occurs, and if it is reasonably demaatsil by the Executive that such termination of eymplent (i) was at tt
request of a third party who has taken steps reddpcalculated to effect the Change of Contrd{iprotherwise arose
connection with or anticipation of the Change oh@ol, then for all purposes of this Agreement‘tB#ective Date”shal
mean the date immediately prior to the date of $anhination of employment.

(b) The “Change of Control Periodhall mean the period commencing on the date henedfending on tt
third anniversary of such date; provided, howetreat commencing on the date one year after theldatenf, and on ea
annual anniversary of such date (such date and &achal anniversary thereof shall be hereinaftéarmed to as tr
“Renewal Date”)the Change of Control Period shall be automaticaiended so as to terminate three years from
Renewal Date, unless at least 60 days prior tRémeewal Date the Company shall give notice to tkecktive that th
Change of Control Period shall not be so extended.

(c) For purposes of this Agreement, a “Change of Cégtwll mean:




() The acquisition by any individual, entity or gro(waithin the meaning of Section 13(d)(3) or 14(d
of the Securities Exchange Act of 1934, as ameiftted“Exchange Act”)) (a “Person§f beneficial ownership (with
the meaning of Rule 13& promulgated under the Exchange Act) of 20% orenadreither (a) the then outstanding sh
of common stock of the Company (the “Outstandingn@any Common Stockdr (b) the combined voting power of
then outstanding voting securities of the Compantjtled to vote generally in the election of direst (the ‘Outstandin
Company Voting Securities”provided, however, that the following acquisitisigll not constitute a Change of Con
() any acquisition directly from the Company (exding an acquisition by virtue of the exercise ot@versiol
privilege), (II) any acquisition by the Companyll)lany acquisition by any employee benefit plam felated trus
sponsored or maintained by the Company or any catipa controlled by the Company or (IV) any acdios by any
corporation pursuant to a reorganization, mergerconsolidation, if, following such reorganizatiomerger o
consolidation, the conditions described in claybegll) and (111) of subsection (i) of this Seotn 1(c) are satisfied; or

(i) Individuals who, as of the date hereof, constithte Board (the “Incumbent Board&ease for ar
reason to constitute at least a majority of therBpprovided, however, that any individual becoméndirector subseque
to the date hereof whose election, or nominatiorefection by the Company's stockholders, was ajgatdy a vote of .
least a majority of the directors then comprising Incumbent Board shall be considered as though isdividual were
member of the Incumbent Board, but excluding, fos purpose, any such individual whose initial agstion of office
occurs as a result of either an actual or thredtefection contest (as such terms are used in Rldell of Regulatio
14A promulgated under the Exchange Act) or oth&wad®r threatened solicitation of proxies or caniséy or on behe
of a Person other than the Board; or

(i)  Approval by the stockholders of the Company of @ganization, merger or consolidation, in €
case, unless, following such reorganization, memerconsolidation, (a) more than 60% of, respebtivéhe thei
outstanding shares of common stock of the corpmragsulting from such reorganization, merger arsotidation and tf
combined voting power of the then outstanding \gtaecurities of such corporation entitled to voemeyally in th
election of directors is then beneficially ownedtedtly or indirectly, by all or substantially atif the individuals ar
entities who were the beneficial owners, respeltjvef the Outstanding Company Common Stock andstanting
Company Voting Securities immediately prior to suebrganization, merger or consolidation in sulis#iy the sam
proportions, as their ownership, immediately ptiorsuch reorganization, merger or consolidationthef Outstandir
Company Common Stock and Outstanding Company V@imgurities, as the case may be, (b) no Persotufeng the
Company, any employee benefit plan (or relatedtitro$ the Company or such corporation resultingmfreuct
reorganization, merger or consolidation and anys®étebeneficially owning, immediately prior to suckorganizatior
merger or consolidation, directly or indirectly,%8(r more of the Outstanding Company Common StodRudstandin
Voting Securities, as the case may be) beneficalys, directly or indirectly, 20% or more of, respively, the the
outstanding shares of common stock of the corpmratsulting from such reorganization, merger orsotidation or th
combined voting power of the then outstanding \@tsecurities of such corporation entitled to voenegally in th
election of directors and (c) at least a majorityh@ members of the board of directors of the ocmapon resulting fror
such reorganization, merger or consolidation weesnivers of the Incumbent Board at the time of thecetion of th
initial agreement providing for such reorganizatiorerger or consolidation; or

(iv)  Approval by the stockholders of the Company of §agomplete liquidation or dissolution of
Company or (b) the sale or other disposition ofaallsubstantially all of the assets of the Companthaer than to
corporation, with respect to which following suchlesor other disposition, (I) more than 60% of pexgively, the the
outstanding shares of common stock of such corporand the




combined voting power of the then outstanding \@tsecurities of such corporation entitled to voenegally in th
election of directors is then beneficially ownedredtly or indirectly, by all or substantially atif the individuals ar
entities who were the beneficial owners, respeftjvef the Outstanding Company Common Stock and Outstar
Company Voting Securities immediately prior to sgele or other disposition in substantially the sgoroportion as the
ownership, immediately prior to such sale or otképosition, of the Outstanding Company Common IStanc
Outstanding Company Voting Securities, as the caag be, (1) no Person (excluding the Company amgd eanploye
benefit plan (or related trust) of the Company wchscorporation and any Person beneficially ownimgnediately prio
to such sale or other disposition, directly or radily, 20% or more of the Outstanding Company Comr8tock o
Outstanding Company Voting Securities, as the caag be) beneficially owns, directly or indirect®0% or more o
respectively, the then outstanding shares of comshaek of such corporation and the combined votiagrer of the the
outstanding voting securities of such corporatiatitied to vote generally in the election of dirast and (Ill) at least
majority of the members of the board of directdrsuch corporation were members of the Incumberr@at the time «
the execution of the initial agreement or actiorthef Board providing for such sale or other dispmsiof assets of tt
Company.

(d) “ Separation from Servicé Termination of Employmerit,“Terminates Employmehtand similar terrr
mean the date that Executive separated from semtbe the meaning of section 409A of the Coden&ally, Executiv
will separate from service if the Executive diestires, or otherwise has a Separation from Semwitle the Compan
determined in accordance with the following:

() Leaves of AbsenceThe employment relationship is treated as commintact while Executive is
military leave, sick leave, or other bona fide le®@f absence if the period of such leave doesxusdes six (6) months,
if longer, so long as Executive retains a rightréemployment with the Company under an applicabd¢ute or b
contract. A leave of absence constitutes a bona ldve of absence only if there is a reasonabpeaation the
Executive will return to perform services for ther@pany. If the period of leave exceeds six (6) merand Executi
does not retain a right to reemployment under gilicgble statute or by contract, the employmerdtre@hship is deemt
to terminate on the first date immediately follogisuch six (6)month period. Notwithstanding the foregoing, whe
leave of absence is due to any medically deternenatiysical or mental impairment that can be exgubtd result in dea
or can be expected to last for a continuous pesfatbt less than six (6) months, where such impamntauses Executi
to be unable to perform the duties of his or hesitpn of employment or any substantially similaosfion o
employment, a twenty-nine (29)-month period of alogeshall be substituted for such six (6)-monthqoer

(i)  Dual Status. Generally if Executive performs services bothaasemployee and an indepenc
contractor, Executive must separate from servicth las an employee, and as an independent contrpateuant t
standards set forth in the Treasury Regulationbettreated as having a Separation from Servicaeder, if Executiv
provides services to the Company as an employeeasrmmember of the Board, and if any plan in wisigbh persc
participates as a Board member is not aggregatédtins Agreement pursuant to Treasury RegulatiectiSn 1.409/-1
(c)(2)(ii), then the services provided as a direce not taken into account in determining whetBgecutive has
Separation from Service as an employee for purpoistsss Agreement.

(i)  Separation from ServiceWhether a Separation from Service has occurre¢tsrmined based
whether the facts and circumstances indicate tmatGompany and Executive reasonably anticipatet ribafurthe
services would be performed after a certain datbatrthe level of bona fide services Executive Mqerform after suc
date (whether as an employee or as an independettactor except as provided in the preceding papg woul
permanently decrease to no more than twenty pe(26fb) of the average level of bona fide servioeggsmed (whethe
as an employee or an independent




contractor, except as provided in the precedinggraph) over the immediately preceding thirty §&)(month period («
the full period of services to the Company if Extageihas been providing services to the Comparsy/tlesn thirty six (3¢
months). For periods during which Executive is opa& bona fide leave of absence and has not otbergrminate
employment as described above, for purposes ofptimagraph Executive is treated as providing basha dervices at
level equal to the level of services that Executiald have been required to perform to receivecthrapensation pa
with respect to such leave of absence. Periodsigluvhich Executive is on an unpaid bona fide leafvabsence and
not otherwise terminated employment are disregarfbedpurposes of this paragraph (including for mmsgs c
determining the applicable thirty six (36) montin $borter) period).

(iv)  Service with Related Companie$or purposes of determining whether a Separdtmn Servic
has occurred under the above provisions, the “Cogipshall include the Company and all Related Conma “Relatel
Company” means: (1) any corporation that is a member ofrarotbed group of corporations (as defined in C&aetior
414(b) that includes the Company); and (ii) anylérar business (whether or not incorporated) thatnder commc
control (as defined in Code Section 414(c) with@wenpany. For purposes of applying Code Sectiodgb}nd (c), 50¢
is substituted for the 80% ownership level.

(e) “ Related Company means: (1) any corporation that is a member ofrdrotbed group of corporations |
defined in Code Section 414(b) that includes then@any); and (ii) any trade or business (whethenairincorporatec
that is under common control (as defined in Codeti®e 414(c) with the Company. For purposes of wppl Cod¢
Sections 414(b) and (c), 50% is substituted for8# ownership level.

SECTION 2. Employment Period The term of this Agreement shall commence onBtfiective Date and et
on the third anniversary of such date (the “EmplegtrPeriod”),subject to the termination provisions in Sectioremd :
herein.

SECTION 3. Terms of Employment

(a) Position and Duties.

()  During the Employment Period, (A) the Executivetssipon (including status, offices, titles ¢
reporting requirements), authority, duties and oespbilities shall be at least commensurate inradterial respects wi
the most significant of those held, exercised as=igaed at any time during the @8y period immediately preceding
Effective Date and (B) the Executive's servicedlgba performed at the location where the Executixgss employe
immediately preceding the Effective Date or anyceffwhich is the headquarters of the Company atessthan 35 mile
from such location.

(i)  During the Employment Period, and excluding anyiqosr of vacation and sick leave to which
Executive is entitled, the Executive agrees to teeveasonable attention and time during normalnassi hours to tl
business and affairs of the Company and, to thenéxtecessary to discharge the responsibilitiegraess to the Executi
hereunder, to use the Executive's reasonable fiegisdo perform faithfully and efficiently suclesponsibilities. Durin
the Employment Period, it shall not be a violatafrthis Agreement for the Executive to (A) serveaamporate, civic ¢
charitable boards or committees, (B) deliver leesurfulfill speaking engagements or teach at edugatinstitutions an
(C) manage personal investments, so long as suchtias do not significantly interfere with the gpermance of th
Executive's responsibilities as an employee ofGbmpany in accordance with this Agreement. It igregsly understoc
and agreed that to the extent that any such aesuitave been conducted by the Executive pridnéd=ffective Date, tt
continued conduct of such activities (or the condd@ctivities similar in nature and




scope thereto) subsequent to the Effective Dat# sbahereafter be deemed to interfere with thefggenance of th
Executive's responsibilities to the Company.

(b) Compensation.

() Base Salary . During the Employment Period, the Executive shadeive an annual base sa
(“Annual Base Salary”)which shall be paid in equal installments on a rhiynbasis, at least equal to twelve times
highest monthly base salary paid or payable t&Etterutive by the Company and its affiliated compann respect of tl
twelve-month period immediately preceding the month inclhthe Effective Date occurs. During the Employr
Period, the Annual Base Salary shall be reviewddaast annually and shall be increased at any dingefrom time to tim
as shall be substantially consistent with increasdsase salary generally awarded in the ordinayrse of business
other peer executives of the Company and its afffii companies. Any increase in Annual Base Salaayl not serve
limit or reduce any other obligation to the Exeeatunder this Agreement. Annual Base Salary stwlbe reduced aft
any such increase and the term Annual Base Satawjilzed in this Agreement shall refer to Annialse Salary as
increased. As used in this Agreement, the termiliat&d companies$hall include any company controlled by, contrg
or under common control with the Company.

(i)  Annual Bonus . In addition to Annual Base Salary, the Execustall be awarded, for each fis
year ending during the Employment Period, an anboals (the “Annual Bonus’in cash at least equal to the ave
bonus paid or payable, including by reason of asfermal, to the Executive (or, if the Executive haen employed by t
Company for less than three full fiscal years, thiem average bonus paid or payable to the execuoffieer who wa
employed by the Company in a similar capacity asBkecutive during such three full fiscal years)tiy Company ar
its affiliated companies in respect of the thresedl years immediately preceding the fiscal yeawlmch the Effectiv
Date occurs (the “Recent Average Bonus”). Withamithtion, for purposes of this Agreement, the teffinnual Bonus”
and “Recent Average Bonushall be deemed to include amounts earned (whetherwt paid) with respect to a
applicable period under any NeBquity Incentive Plan (as such term is definedtéml 402(a)(6)(iii) of Regulation-K
promulgated under the Exchange Act and the Seesitkct of 1933, as amended, including any succehsoeto). Eac
such Annual Bonus shall be paid within 2 %2 monthifwing the fiscal year for which the Annual Bonissawardec
unless the Executive shall elect, pursuant to a pfanonqualified deferred compensation adoptethbyCompany, if an
under which the Annual Bonus may be deferred, ferdbe receipt of such Annual Bonus.

(iii) Soecial Bonus . In addition to Annual Base Salary and Annual Bomayable as hereinabc
provided, if the Executive remains employed wite @ompany and its affiliated companies throughfitisé anniversar
of the Effective Date, the Company shall pay toHxecutive a special bonus (the “Special Bonurgecognition of th
Executive's services during the critical opear transition period following the Change of Gohin cash equal to the si
of (A) the Executive's Annual Base Salary and (i) greater of (1) the Annual Bonus paid or payablgch for this
purpose shall include any portion of the Annual Bowith a deferred payment date, to the Execubvéhie most recent
completed fiscal year during the Employment Peribdny, and (2) the Recent Average Bonus (orhé& Executive he
been employed by the Company for less than thie&dcal years, then the average bonus paid oapkeyto the executi
officer who was employed by the Company in a singkpacity as the Executive during such threefisdlal years) (suc
greater amount shall be hereinafter referred tthasHighest Annual Bonus”)The Special Bonus shall be paid no |
than 30 days following the first anniversary of Efgective Date.

(iv)  Incentive, Savings and Retirement Plans . During the Employment Period, the Executive sha
entitled to participate in all incentive, savingglaetirement plans, practices, policies and gnaoms applicable genere
to other peer executives of the Company and itkaéfd companies, but in n




o event shall such plans, practices, policies aodrams provide the Executive with incentive oppoities (measure
with respect to both regular and special incentigportunities, to the extent, if any, that suchiddion is applicable
savings opportunities and retirement benefit opputies, in each case, less favorable, in the aggee than the mc
favorable of those provided by the Company andiffdiated companies for the Executive under sutdng, practice
policies and programs as in effect at any timerduthe 9i-day period immediately preceding the Effective Dattef
more favorable to the Executive, those providedegaty at any time after the Effective Date to otheer executives
the Company and its affiliated companies.

(v) Welfare Benefit Plans . During the Employment Period, the Executive antiie Executive's famil
as the case may be, shall be eligible for partimpan and shall receive all benefits under wedfbenefit plans, practic
policies and programs provided by the Company asdaffiliated companies (including, without limikah, medica
prescription, dental, disability, salary continuenemployee life, group life, accidental death &aslel accident insuran
plans and programs) to the extent applicable gépet@ other peer executives of the Company andait#liated
companies, but in no event shall such plans, megtipolicies and programs provide the Executith benefits which a
less favorable, in the aggregate, than the mostréde of such plans, practices, policies and piogrin effect for tr
Executive at any time during the 90-day period irdrately preceding the Effective Date or, if moredaable to th
Executive, those provided generally at any timeratthe Effective Date to other peer executiveshef Company and |
affiliated companies.

(vi) Expenses . During the Employment Period, the Executive shml entitled to receive pron
reimbursement for all reasonable employment exgemsrirred by the Executive in accordance withrtiest favorabl
policies, practices and procedures of the Compantyits affiliated companies in effect for the Exthes at any tim
during the 968day period immediately preceding the Effective Date if more favorable to the Executive, as iree
generally at any time thereafter with respect teeopeer executives of the Company and its aktiatompanies.

(vii)  Fringe Benefits . During the Employment Period, the Executive shalkntitled to fringe benefits
less favorable, in the aggregate, than the plarestipes, programs and policies of the Company igdaffiliatec
companies in effect for the Executive at any timerdy the 96day period immediately preceding the Effective Datef
more favorable to the Executive, as in effect galheat any time thereafter with respect to otheerpexecutives of tl
Company and its affiliated companies.

(viii)  Office and Support Saff. During the Employment Period, the Executive shalehtitled to an offic
or offices of a size and with furnishings and othgpointments, and to exclusive personal secrétmthother assistan
at least equal to the most favorable of the foreg@rovided to the Executive by the Company andffiated companie
at any time during the 9@ay period immediately preceding the Effective Dateif more favorable to the Executive
provided generally at any time thereafter with exsfio other peer executives of the Company araffittated companie:

(ix)  Vacation . During the Employment Period, the Executive shwl entitled to paid vacation
accordance with the most favorable plans, poligesgrams and practices of the Company and itbaafd companies
in effect for the Executive at any time during ®@-day period immediately preceding the Effective Datgif more
favorable to the Executive, as in effect generallyany time thereafter with respect to other peercetives of th
Company and its affiliated companies.

SECTION 4. Termination of Employment




(@) Death or Disability . The Executive's employment shall terminate autmaldy upon the Executive's de:
during the Employment Period. If the Company deteesiin good faith that the Disability of the Ex&ea has occurre
during the Employment Period (pursuant to the dkadim of Disability set forth below), it may giveo tthe Executiv
written notice in accordance with Section 10(bjt®intention to terminate the Executive's emplogimén such event, tl
Executive's employment with the Company shall teate effective on the 30th day after receipt ofhsootice by th
Executive (the “Disability Effective Date”provided that, within the 30 days after such recdhle Executive shall n
have returned to fultime performance of the Executive's duties. Foppses of this Agreement, “Disabilitghall mea
the Executive is: (1) unable to engage in any suibisti gainful activity by reason of any medicatlgterminable physic
or mental impairment which can be expected to tesuleath or can be expected to last for a contisyperiod of not le
than twelve (12) months; or (2) by reason of anydicaly determinable physical or mental impairmertich can b
expected to result in death or can be expecteaistddr a continuous period of not less than twéh@ months, receivir
income replacement benefits for a period of nos lgmn three (3) months under an accident andhhpih coverin
employees of the Company.

(b) Cause. The Company may terminate the Executive's empémyrduring the Employment Period for Ca
For purposes of this Agreement, “Cause” occurs wherExecutive does any of the following:

(i) is convicted of a felony involving moral turpitudeder federal, state or local law;

(i)  materially breaches the Executive's obligationsenr8ection 3(a) (other than as a result of incay
due to physical or mental illness) that is demaiwyr willful and deliberate on the Executive's pdnat is committed |
bad faith or without reasonable belief that suakabh is in the best interests of the Company aaidiginot remedied in
reasonable period of time after receipt of writhetice from the Company specifying such breachjf@n

(i) is convicted of any applicable local, state or fatl&aw or Company policy related to discrimina
or harassment.

(c) Good Reason . The Executive's employment may be terminatedndguthe Employment Period by -
Executive for Good Reason. For purposes of thiségrent, “Good Reason” shall mean:

(i) the assignment to the Executive of any duties isist@nt in any respect with the Executive's pas
(including status, offices, titles and reportingugement), authority, duties or responsibilitisscantemplated by Secti
3(a) or any other action by the Company which tesala diminution in such position, authority, igstor responsibilitie
excluding for this purpose an isolated, insubstdtnd inadvertent action not taken in bad faitti which is remedied |
the Company promptly after receipt of notice thégieen by the Executive;

(i)  any failure by the Company to comply with any oé throvisions of Section 3(b), other thar
isolated, insubstantial and inadvertent failure e@turring in bad faith and which is remedied by @ompany prompt
after receipt of notice thereof given by the Exeayt

(i)  the Company's requiring the Executive to be baseahyaoffice or location other than that descr
in Section 3(a) (i) (B);

(iv) any purported termination by the Company of the dokge's employment otherwise than
expressly permitted by this Agreement; or




(v) any failure by the Company to comply with and $gat8ection 9(c), provided that such successo
received at least ten days' prior written noticgrfithe Company or the Executive of the requiremeh&ection 9(c).

For purposes of this Section 4(c), any good faigtednination of “Good Reasonhade by the Executive shall
conclusive.

(d) Notice of Termination . Any termination by the Company for Cause, or oy Executive for Good Reas
shall be communicated by Notice of Terminationhe btther party hereto given in accordance withiSectO(b). Fo
purposes of this Agreement“Notice of Termination”"means a written notice which (i) indicates the gpeterminatior
provision in this Agreement relied upon, (ii) toetlextent applicable sets forth in reasonable dekesl facts an
circumstances claimed to provide a basis for teation of the Executive's employment under the @iow so indicate
and (iii) if the Date of Termination (as definedldye) is other than the date of receipt of such cegtispecifies tf
termination date of such notice. The failure by Executive or the Company to set forth in the Not¢ Termination ar
fact or circumstance which contributes to a shovah@ood Reason or Cause shall not waive any oftite Executive (
the Company hereunder or preclude the ExecutitbeCompany from asserting such fact or circumgtanenforcini
the Executive's or the Company's rights hereurieeecutive shall be required to provide notice te @ompany of tF
existence of any condition that constitutes GooddRa within 90 days of the initial existence of duadition, and upc
the receipt of such notice the Company shall hgwered of 30 days during which it may remedy tbadition.

(e) Date of Termination . “Date of Termination’means the date the Executive experiences a Sepafatir
Service.

SECTION 5. Obligations of the Company upon Termination

(&) Good Reason; Other than for Cause, Death or Disability . If, during the Employment Period, the Comp
shall terminate the Executive's employment othantlor Cause or Disability or the Executive shathtinate employme
for Good Reason:

(i) the Company shall pay to the Executive in a lumm so cash within 30 days after the Date
Termination the aggregate of the following amounts:

(A) the sum of (1) the Executive's Annual Base Salargugh the Date of Termination to
extent not theretofore paid, (2) the product oftfg Highest Annual Bonus and (y) a fraction, thenarator of which |
the number of days in the current fiscal year tgtothe Date of Termination, and the denominatawtath is 365 and (-
the Special Bonus, if due to the Executive pursuarection 3(b)(iii), to the extent not theret&fqraid, and (4) a
accrued vacation pay, in each case to the extdarthacetofore paid (the sum of the amounts desgnbelauses (1), (=
(3) and (4) shall be hereinafter referred to as'#werued Obligations”); and

(B) the amount (such amount shall be hereinafter eder as the “Severance Amoungqual tc
the product of (1) 2.99 and (2) the sum of (x) Eheecutive's Annual Base Salary and (y) the Higlfestual Bonu
(provided, however, that if the Special Bonus hasbeen paid to the Executive, such amount shalhbeased by tt
amount of the Special Bonus); and

(C) a separate lumysum supplemental retirement benefit (the amourduch benefit shall |
hereinafter referred to as the “Supplemental Re#m® Amount”)equal to the difference between (1) the lump
actuarial equivalent (utilizing for this purpose thctuarial assumptions utilized w




ith respect to the Company's Retirement Plan (grsarccessor plan thereto) (the “Retirement Planifjnd) the 90day
period immediately preceding the Effective Date}he# benefit payable under the Retirement Planaaydsupplement
and/or excess retirement plan of the Company andiffiliated companies providing benefits for thgeEutive (th
“SERP”) which the Executive would receive if the Execusvemployment continued at the compensation levaligec
for in Sections 3(b)(i) and 3(b)(ii) for the remder of the Employment Period, assuming for thigppse that all accru
benefits are fully vested and that benefit accfaahulas are no less advantageous to the Exectitare those in effe
during the 90day period immediately preceding the Effective Dated (2) the lump sum actuarial equivalent (utitizfor
this purpose the actuarial assumptions utilizedh wéispect to the Retirement Plan during thed@@-period immediate
preceding the Effective Date) of the Executivewialcbenefit (paid or payable), if any, under thegifRment Plan and t
SERP; and

(i)  for each month during the remainder of the Emplaynteeriod, the Company shall make a
payment equal to the excess of (x) 1.25 times«twelfth of the annual insurance premium (or, in tase of any bene
provided on a seinsured basis, an amount equal to a mabketed insurance premium for the same coveragdhé
plans, programs, policies and practices describe8eiction 3(b)(v) other than health and dental fiksneovering th
Executive and/or the Executive's family on the DateTermination over (y) the amount that the Exe®utpaid o
contributed toward the cost of such benefits immesdly before the Date of Termination (such paymantsthe paymer
described in Section 5(a)(iii) shall be hereinafederred to as the “Welfare Benefit Payments” an

(i)  for each month during the remainder of the Emplayi®eriod, the Company shall make a
payment equal to the excess of (x) 1.25 times thgimum allowable monthly contribution that the Exeee can b
required to pay for continued health and dentah glaverage under Section 4980B of the Code foh#adth and dent
coverage provided to the Executive, the Executispsuse and the Executive's dependents on thedDdaterminatior
over (y) the amount that the Executive paid or gbuated toward the cost of such benefits immedyalbeifore the Date
Termination.

(iv) to the extent not otherwise paid or provided, tr@m@any shall timely pay or provide to
Executive and/or the Executive's family any othapants or benefits pursuant to the terms of any, geogram, policy ¢
practice or contract or agreement of the Companlitsraffiliated companies as in effect and applieagenerally to oth
peer executives of the Company and its affiliatechiganies and their families during the-day period immediate
preceding the Effective Date or, if more favoratueghe Executive, as in effect generally thereaftgh respect to oth
peer executives of the Company and its affiliatechganies and their families (such other amountskemefits shall t
hereinafter referred to as the “Other Benefits”).

(v) to the extent not otherwise provided for hereihpptions, warrants or other rights to acquire t=
stock of the Company and any stock appreciatiomsiglan or other similar plan benefits held byarthe benefit of th
Executive shall become fully vested and eligibleifomediate exercise.

(vi) Notwithstanding anything contained in this Agreemém the contrary, if the Executive is
“specified employee” (determined in accordance Witde Section 409A and Treasury Regulation Sedtid@9A-3(i)(2))
as of the date of Separation from Service (othan #h Separation from Service due to death), thgmpayment, benefit «
entitlement provided for in this Agreement thatdeferred compensatiorthat is subject to Section 409A of the Code
that is payable during the first six months follagithe date of Separation from Service shall bd paiprovided to tr
Executive in a lump sum cash payment to be madberarlier of (a) the Executive's death or (b)ftrst business de
(or within 30 days after such first business ddythe seventh calendar month immediately followihg month in whic
the date of Separation from Service occurs. Ifayment is delayed pursuant to this provisionGbhenpany




shall pay interest at the rate described belowhenpbstponed payments from the date the paymentivihawve been di
but for this provision to the date on which suchoants are paid. Interest shall be credited at auarate equal to tl
greater of 6% or the Prime Rate, as determinechbyQompany, in effect on the first day of such ylelampounde
annually.

(b) Death . If the Executive's employment is terminated by osa®f the Executive's death during
Employment Period, this Agreement shall terminatthaut further obligations to the Executive's legapresentative
under this Agreement, other than for (i) paymenfo€rued Obligations (which shall be paid to thee€ixive's estate
beneficiary, as applicable, in a lump sum in caghiw 30 days of the Date of Termination) and timely payment c
provision of the Welfare Benefit Payments and OBemnefits (excluding, in each case, Death Benédsdefined below
and (ii) payment to the Executive's estate or belaey, as applicable, in a lump sum in cash witBindays of the Date
Termination of an amount equal to the greater gftt® sum of the Severance Amount and the SupplamBetiremer
Amount and (B) the present value (determined asiged in Section 280G(d)(4) of the Code) of anyhcamount to kt
received by the Executive or the Executive's fanaity a death benefit pursuant to the terms of aag, gbolicy o
arrangement of the Company and its affiliated camgss but not including any proceeds of life inswe covering tr
Executive to the extent paid for directly or onaatributory basis by the Executive (which shallpaed in any event as
Other Benefit) (the benefits included in this ckagB) shall be hereinafter referred to as the “Dé&xnefits”).

(c) Disability. If the Executive becomes Disabled during the Exyiplent Period, the Company's only obliga
to the Executive will be (i) payment of Accrued @hations (which shall be paid to the Executive ilump sum in cas
within 30 days of the Date of disability) and thmely payment or provision of the Welfare Benef#tyfhents and Oth
Benefits and (ii) payment to the Executive in a fusum in cash within 30 days following the DateDa$ability of ar
amount equal to the sum of the Severance Amountlen8upplemental Retirement Amount.

(d) Cause; Other than for Good Reason . If the Executive's employment shall be terminatdGause during th
Employment Period, this Agreement shall terminaitdaut further obligations to the Executive othleart the obligatic
to pay to the Executive Annual Base Salary throtigh Date of Termination to the extent theretofongpaid. If the
Executive terminates employment during the Emplaym@eriod, excluding a termination for Good Reasthrs
Agreement shall terminate without further obligasdo the Executive, other than for Accrued Oblage and the time
payment or provision of Other Benefits. In suchecadl Accrued Obligations shall be paid to the &tve in a lump sul
in cash within 30 days of the Date of Termination.

(e) Non-exclusivity of Rights . Except as provided in Sections 5(a)(ii), 5(b) &(c), nothing in this Agreeme
shall prevent or limit the Executive's continuingfature participation in any plan, program, polmypractice provided t
the Company or any of its affiliated companies tordvhich the Executive may qualify, nor shall amyg herein limit o
otherwise affect any rights the Executive may hamder any contract or agreement with the Compangngr of it
affiliated companies. Amounts which are vested bener which the Executive is otherwise entitledréceive under al
plan, policy, practice or program of or any contr@cagreement with the Company or any of its iatild companies at
subsequent to the Date of Termination shall be lgayam accordance with such plan, policy, practiceprogram o
contract or agreement except as explicitly modibgdhis Agreement.

SECTION 6. Full Settlement; Resolution of Disputes

(@) The Company's obligation to make the payments geakfor in this Agreement and otherwise to perfds
obligations hereunder shall not be affected bysewoff, counterclaim, recoupment, defense




or other claim, right or action which the Compangyrhave against the Executive or others. In no teshall th
Executive be obligated to seek other employmenake any other action by way of mitigation of thmaaunts payable
the Executive under any of the provisions of thigggement and, except as provided in Section 5(a@(ich amounts sh
not be reduced whether or not the Executive obtatiner employment. The Company agrees to pay ptgraptincurrec
to the full extent permitted by law, all legal femsd expenses which the Executive may reasonatily as a result of a
contest (regardless of the outcome thereof) byCihvapany, the Executive or others of the validityenforceability of, ¢
liability under, any provision of this Agreement any guarantee of performance thereof (including assult of an
contest by the Executive about the amount of aiyyneat pursuant to this Agreement), provided thatERecutive take
and maintains his position in good faith; plus atke case interest on any delayed payment at tHeaplp Federal ra
provided for in Section 7872(f)(2)(A) of the Cor

(b) If there shall be any dispute between the Compandytlze Executive (i) in the event of any terminatod the
Executive's employment by the Company, whether $eichination was for Cause, or (ii) in the eventaf terminatio
of employment by the Executive, whether Good Reasasted, then, unless and until there is a finalhappealab
judgment by a court of competent jurisdiction deoig that such termination was for Cause or thatdatermination
the Executive of the existence of Good Reason veasmade in good faith, the Company shall pay albants, an
provide all benefits, to the Executive and/or theedutive's family or other beneficiaries, as theecanay be, that t
Company would be required to pay or provide purst@isection 5(a) as though such termination weréhb Compan
without Cause, or by the Executive with Good Reagoovided, however, that the Company shall notdapiired to pa
any disputed amount pursuant to this paragraphpexgeon receipt of an undertaking by or on behfthe Executive t
repay all such amounts to which the Executive tisnaltely adjudged by such court not to be entitlethe Executive he
maintained his or her position in the dispute imdjdaith (in the sole opinion of the court, whiar this purpose shi
include any mediator or arbitrator, if the dispigesettled through mediation or arbitration), then@any shall reimbur
the Executive for any attorneys' fees and expeimsesred by the Executive with respect to such ulispelated to th
Agreement, and including any actions taken by eiffeaty to appeal or enforce the judgment rendéhedein. Suc
reimbursement shall be made by direct paymentddEtkecutive upon delivery to the Company of vatidoices and/c
receipts relating to such attorneys' fees and esgzen

SECTION 7. Parachute Payments

(@) Inthe event that it shall be determined that aaynpent or distribution in the nature of compensatiwithin
the meaning of Section 280G(b)(2) of the Code) itdon the benefit of the Executive, whether paidpatyable c
distributed or distributable pursuant to the terofisthis Agreement or otherwise (a “Paymentiould constitute
“parachute payment” as defined in 280G(b)(2) of@lwele (a “Parachute Paymenthen the Payments will be reduce
accordance with this Section 7 if, and only to élxéent that, a reduction will allow the Executieeréceive a greater M
After Tax Amount than the Executive would receibsent a reduction.

(b)  An independent registered public accounting firected by the Company immediately prior to the @je
of Control (the “Accounting Firm”ill first determine the total amount of any PanaiehPayments that are payable tc
Executive. The Accounting Firm also will determittee Net After Tax Amount attributable to the Exécels tota
Parachute Payments.

(c) The Accounting Firm will next determine the largastount of Payments that may be made to or on bet
the Executive without subjecting the Executive &x tunder Section 4999 of the Code (the “Capped RBaisi).
Thereafter, the Accounting Firm will determine thet After Tax Amount attributable to the Capped faxts.




(d) The Executive will receive the total Parachute Payis or the Capped Parachute Payments, whic
provides the Executive with the higher Net AftexT/Aamount. If the Executive will received the Cappedyments, tt
total Parachute Payments will be adjusted by feducing any Payments that do not constitute “defecompensation”
under Section 409A of the Code (by first reducing such Payments that are not payable in cashhemdity reducing tt
amount of any such Payments that are payable ) easl next, if necessary, by reducing any Payntéatsdo constitu
“deferred compensationinder Section 409A of the Code (by first reducing such Payments that are not payable in
and then by reducing the amount of any such Paysribiat are payable in cash). The Accounting Firth matify the
Executive and the Company if it determines thatRheachute Payments must be reduced to the CapyeteRts and wi
send the Executive and the Company a copy of itsildd calculations supporting that determinatiowl ghowing th
Payments that will be reduced.

(e) As a result of the uncertainty in the applicatidnSections 280G and 4999 of the Code at the tine
Accounting Firm makes its determinations under tBection 7, it is possible that amounts will hawser paid ¢
distributed to the Executive that should not hagerbpaid or distributed under this Section 7 (“@ayments”)or tha
additional amounts should be paid or distributedtite Executive under this Section 7 (“Underpaynigntff the
Accounting Firm determines, based on either therties of a deficiency by the Internal Revenue #enagainst tr
Company or the Executive, which assertion the Antiag Firm believes has a high probability of sigscer controllin
precedent or substantial authority, that an Overayt has been made, the Accounting Firm will natiy Executive ar
the Company of that determination and the Executivest repay the Overpayment to the Company, withaetrest
provided, however, that no amount will be payabldéh® Executive unless, and then only to the exteatt the repayme
would either reduce the amount on which the Exgeus subject to tax under Section 4999 of the Camdgenerate
refund of tax imposed under Section 4999 of the éCdtl the Accounting Firm determines, based upontradiing
precedent or substantial authority, that an Undeneat has occurred, the Accounting Firm will notifye Executive ar
the Company of that determination and the amourthefUnderpayment will be paid to the Executivethawit interes
promptly by the Compan

()  For purposes of this Section 7, the term “Net Affexx Amount” means that amount of any Parac
Payments or Capped Payments, as applicable, naked imposed under Sections 1, 3101(b) and 498%ay State «
local income taxes applicable to the Executive lendate of payment. The determination of the NeeATax Amour
shall be made using the highest combined effectiteeimposed by the foregoing taxes on income @stme character
the Parachute Payments or Capped Payments, asaggliin effect on the date of payment.

SECTION 8. Confidential Information The Executive shall hold in a fiduciary capadiy the benefit of th
Company all secret or confidential information, Wwhedge or data relating to the Company or any sfaffiliatec
companies, and their respective businesses, wiiiah Bave been obtained by the Executive during ERecutive'
employment by the Company or any of its affiliatesnpanies and which shall not be or become publowwkedge (othe
than by acts by the Executive or representativeabeExecutive in violation of this Agreement). &fttermination of th
Executive's employment with the Company, the Exeewuthall not, without the prior written consenttbé Company ¢
as may otherwise be required by law or legal poesmmunicate or divulge any such information,dedlge or data -
anyone other than the Company and those desighgtgdin no event shall an asserted violationha provisions of th
Section 8 constitute a basis for deferring or woldimg any amounts otherwise payable to the Exeeutinder thi
Agreement.

SECTION 9. Successors




(a) This Agreement is personal to the Executive anttout the prior written consent of the Company shal
be assignable by the Executive otherwise than byowihe laws of descent and distribution. Thisrégment shall inure
the benefit of and be enforceable by the Execustiegjal representatives.

(b) This Agreement shall inure to the benefit of andimeling upon the Company and its successors aigne

(c) The Company will require any successor (whethezatlior indirect, by purchase, merger, consolidatit
otherwise) to all or substantially all of the biess and/or assets of the Company to assume expaessagree to perfol
this Agreement in the same manner and to the sateatehat the Company would be required to perfdarihno suct
succession had taken place. As used in this Agreerf@ompany”shall mean the Company as hereinbefore define
any successor to its business and/or assets a&saiftbiwhich assumes and agrees to perform thiseAget by operatic
of law, or otherwise.

SECTION 10. Miscellaneous

(@) This Agreement shall be governed by and constraedctordance with the laws of the State of N
Carolina, without reference to principles of coetflof laws. The captions of this Agreement are peot of the provisior
hereof and shall have no force or effect. This &grent may not be amended or modified otherwise Hyaa writter
agreement executed by the parties hereto or thgiective successors and legal representatives.

(b) All notices and other communications hereunderl &feain writing and shall be given by hand deliveythe
other party or by registered or certified mailuretreceipt requested, postage prepaid, addresdeti@avs:

If to the Executive: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Jeffrey D. Miller

If to the Company: Highwoods Properties, Inc.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604-1051
Attention: Chairman of the Board of Directors

or to such other address as either party shall haveshed to the other in writing in accordanceelnath. Notice an
communications shall be effective when actuallyeneed by the addressee.

(c) The invalidity or unenforceability of any provisioof this Agreement shall not affect the validity
enforceability of any other provision of this Agneent.

(d) The Company may withhold from any amounts payablgeu this Agreement such Federal, state or
taxes as shall be required to be withheld pursieaahy applicable law or regulation.

(e) The Executive's or the Company's failure to ing@bn strict compliance with any provision hereofaos
other provision of this Agreement or the failureassert any right the Executive or the Company treae hereunde
including, without limitation, the right of the Egetive to terminate employment for




Good Reason pursuant to Section 4(e}{i), shall not be deemed to be a waiver of suchipimv or right or any oth
provision or right of this Agreemer

()  The Executive and the Company acknowledge thagpxas may otherwise be provided under any
written agreement between the Executive and thepaos the employment of the Executive by the Compafiat will”
and, prior to the Effective Date, may be termindigcither the Executive or the Company at any tilereover, if prio
to the Effective Date, the Executive's employmeithwhe Company terminates, then the Executivel $taale no furthe
rights under this Agreement.

() Payments under this Agreement shall be in lieu @fnpent under any other separation pay ple
arrangement for which the Executive may otherwiseeligible. Notwithstanding the terms of any sutheo separatic
pay plan or arrangement, the Executive agreesthahall not be eligible for any benefits thereun

(h)  Any reimbursements or ikind benefits to be provided pursuant to this Agrent (including but not limite
to Sections 3(b)(v), 3(b)(vi), 3(b)(vii), 5(a)(iiand 6) that are taxable to Executive shall beesubjo the followini
restrictions: (a) each reimbursement must be paithter than the last day of the calendar yeao¥atlg the Executive
tax year during which the expense was incurrecawmas remitted, as the case may be; (b) the anufuetpenses
taxes eligible for reimbursement, or in kind betsefirovided, during a tax year of the Executive may affect th
expenses or taxes eligible for reimbursement, &ind benefits to be provided, in any other tax yafathe Executive; (
the period during which any reimbursement may hd painkind benefit may be provided is the later of teargeafte
termination of this Agreement; and (d) the rightreembursement or ikind benefits is not subject to liquidation
exchange for another benefit.

SECTION 11._Termination of Previous Executive Seppéntal Employment AgreementEach of the parti
hereto agrees that the Executive Supplemental Erm@ot Agreement between the Company and the Execwtated ¢
of April 13, 2007 and amended as of November 1082@ollectively and as amended, the “Prior Agreet)ehas bee
terminated concurrently with the execution of tAgreement and that none of the provisions of therPxgreement she
be deemed to survive the execution of this Agrednmeany respect.




IN WITNESS WHEREOF, the Executive has hereuntatsetExecutive's hand and, pursuant to the authmm
from the Compensation Committee of its Board ofbiors, the Company has caused this Agreement ¢éadamited in it
name on its behalf, all as of the day and yeat dipsve written.

EXECUTIVE:
Isl Jeffrey D. Miller
Jeffrey D. Miller

HIGHWOODS PROPERTIES, INC.
By: /s/ Edward J. Fritsch
Edward J. Fritsch
President and Chief Executive Officer




Exhibit 12.1

HIGHWOODS PROPERTIES, INC.
RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

2012 2011 2010 2009 2008

Earnings:

Income from continuing operations before equity in

earnings of unconsolidated affiliates $ 45,68: $ 34,12¢ $ 60,27 % 34,63¢ $ 25,90(

Fixed charges 98,641 97,53t 95,89 92,58¢ 107,99¢

Capitalized interest (1,03)) (589 (1,419 (4,55%) (8,317

Distributions of earnings from unconsolidated &ifés 4,61¢ 5,02¢ 4,43% 4,18( 5,994
Total earnings $ 147917 $ 136,10: $ 159,17¢ $ 126,85. $ 131,58:
Fixed charges and Preferred Stock dividends:

Contractual interest expense $ 92,83t $ 91,45¢ $ 87,40¢ $ 81,70: $ 92,68:

Amortization of deferred financing costs 3,68t 3,312 3,38t 2,76( 2,71¢€

Financing obligations interest expense (409) 74C 2,157 1,967 2,827

Capitalized interest 1,031 58¢ 1,41¢ 4,55¢ 8,31

Interest component of rental expense 1,50z 1,43¢ 1,524 1,60¢ 1,467
Total fixed charges 98,641 97,53t 95,89 92,58¢ 107,99¢

Preferred Stock dividends 2,50¢ 4,55¢ 6,70¢ 6,70¢ 9,80¢
Total fixed charges and Preferred Stock dividends $ 101,158 $ 102,08t $ 102,60: $ 99,297 $ 117,80:
Ratio of earnings to fixed charges 1.5C 1.4C 1.6¢€ 1.37 1.22

Ratio of earnings to combined fixed charges and Pferred
Stock dividends 1.4¢€ 1.3¢ 1.5¢ 1.2¢ 1.12




Exhibit 12.2

HIGHWOODS REALTY LIMITED PARTNERSHIP
RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED UNIT DISTRIBUTIONS

2012 2011 2010 2009 2008

Earnings:

Income from continuing operations before equity in

earnings of unconsolidated affiliates $ 4568: $ 34,12¢ $ 60,27: $ 34,63¢ $ 25,84(

Fixed charges 98,64 97,53t 95,89 92,58¢ 107,99¢

Capitalized interest (1,03)) (589) (1,419 (4,555 (8,319

Distributions of earnings from unconsolidated &ifiés 4,59; 5,00t 4,371 4,10: 5,97¢
Total earnings $ 147,89: $ 136,07¢ $ 159,120 $ 126,77¢  $ 131,50
Fixed charges and Preferred Unit distributions:

Contractual interest expense $ 92,83¢ $ 91,45¢ $ 87,40¢ $ 81,70 $ 92,68:

Amortization of deferred financing costs 3,68¢ 3,312 3,38¢ 2,76( 2,71¢

Financing obligations interest expense (409) 74C 2,157 1,962 2,822

Capitalized interest 1,031 58¢ 1,41¢ 4,55¢ 8,31

Interest component of rental expense 1,502 1,43¢ 1,524 1,60¢ 1,467
Total fixed charges 98,64 97,53t 95,89 92,58¢ 107,99¢

Preferred Unit distributions 2,50¢ 4,55¢ 6,70¢ 6,70¢ 9,804
Total fixed charges and Preferred Unit distributions $ 101,15¢ $ 102,08t $ 102,60: $ 99,297 $ 117,80:
Ratio of earnings to fixed charges 1.5C 1.4C 1.6¢€ 1.37 1.2z

Ratio of earnings to combined fixed charges and Pferred i B
Unit distributions 1.4€ 1.3t 1.5¢ 1.2¢ 1.1z




Subsidiaries of Highwoods Properties, Inc.

Highwoods Realty Limited Partnership, a North Ciauelimited partnership
HRLP Riverwood, LLC, a Delaware limited liabilitpmpany

HRLP Fourth Avenue, LLC, a Delaware limited liatyilcompany

HRLP NC-VA, L.P., a Delaware limited partnership

* We have omitted the names of other direct andectisubsidiaries of Highwoods Properties, Inc. bseauch other
subsidiaries, considered in the aggregate as esogsidiary, would not constitute a significambsidiary.

Subsidiaries of Highwoods Realty Limited Partnershp

HRLP Riverwood, LLC, a Delaware limited liabilitpmpany
HRLP Fourth Avenue, LLC, a Delaware limited liatyilcompany

HRLP NC-VA, L.P., a Delaware limited partnership

* We have omitted the names of other direct andactisubsidiaries of Highwoods Realty Limited Parthg because

such other subsidiaries, considered in the aggeeat single subsidiary, would not constitutegaicant subsidiary.

Exhibit 21



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statements No. 333-12117, 333-29759, 5381, 333-160521, and 338835¢
on Form S-8, and Registration Statements No. 333-3@, 333-158408 and 333-172134 on Form S-3, ofrgports dated February 12, 2013
relating to the consolidated financial statements$ financial statement schedules of Highwoods Rtigse Inc. and subsidiaries (the “Company”
and the effectiveness of the Company's internarabaver financial reporting, appearing in thisrral Report on Form 1R-of the Company fc
the year ended December 31, 2012 .

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 12, 2013



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference ini®emgion Statement No. 333-172134-01 on Form 8f3yur reports date#february 12

2013, relating to the consolidated financial statemeamis financial statement schedules of HighwoodstiReanited Partnership and subsidial
(the “Operating Partnership”) appearing in this AahReport on Form 10-K of the Operating Partngréti the year ended December 31, 2012 .

/sl Deloitte & Touche LLP

Raleigh, North Carolina
February 12, 2013



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

1.
2.

I have reviewed this Annual Report on FormKL6f Highwoods Properties, In

Based on my knowledge, this report does natadomny untrue statement of a material fact ontdonstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andlie periods presented in this report;

The Registrant’s other certifying officers drate responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgeibsidiaries, is made known tc
by others within those entities, particularly dgritme period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahm@porting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting arttle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadisclosure controls and procedures and presamtidnis report our conclusions ab
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibydport based on such evaluat
and

(d) disclosed in this report any change in thei®eant's internal control over financial reportitigat occurred during the Registrant’
most recent fiscal quarter (the Registrarfturth fiscal quarter in the case of an annupbn® that has materially affected, o
reasonably likely to materially affect, the Regasit’s internal control over financial reporting;dan

The Registrars’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robmiver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refiwoancial information; and

(b) any fraud, whether or not material, that imesl management or other employees who have aisattifrole in the Registraist’
internal control over financial reporting.

Date: February 12, 2013

/s/ Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

1.
2.

I have reviewed this Annual Report on FormKL6f Highwoods Properties, In

Based on my knowledge, this report does natadomny untrue statement of a material fact ontdonstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andlie periods presented in this report;

The Registrant’s other certifying officers drate responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgeibsidiaries, is made known tc
by others within those entities, particularly dgritme period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahm@porting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting arttle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadisclosure controls and procedures and presamtidnis report our conclusions ab
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibydport based on such evaluat
and

(d) disclosed in this report any change in thei®eant's internal control over financial reportitigat occurred during the Registrant’
most recent fiscal quarter (the Registrarfturth fiscal quarter in the case of an annupbn® that has materially affected, o
reasonably likely to materially affect, the Regasit’s internal control over financial reporting;dan

The Registrars’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robmiver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refiwoancial information; and

(b) any fraud, whether or not material, that imesl management or other employees who have aisattifrole in the Registraist’
internal control over financial reporting.

Date: February 12, 2013

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officer



Exhibit 31.3

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

1.
2.

I have reviewed this Annual Report on FormKL6f Highwoods Realty Limited Partnerst

Based on my knowledge, this report does natadomny untrue statement of a material fact ontdonstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andlie periods presented in this report;

The Registrant’s other certifying officers drate responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgeibsidiaries, is made known tc
by others within those entities, particularly dgritme period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahm@porting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting arttle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadisclosure controls and procedures and presamtidnis report our conclusions ab
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibydport based on such evaluat
and

(d) disclosed in this report any change in thei®eant's internal control over financial reportitigat occurred during the Registrant’
most recent fiscal quarter (the Registrarfturth fiscal quarter in the case of an annupbn® that has materially affected, o
reasonably likely to materially affect, the Regasit’s internal control over financial reporting;dan

The Registrars’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robmiver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refiwoancial information; and

(b) any fraud, whether or not material, that imesl management or other employees who have aisattifrole in the Registraist’
internal control over financial reporting.

Date: February 12, 2013

/sl Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer of the Geheeatner



Exhibit 31.4

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

1.
2.

I have reviewed this Annual Report on FormKL6f Highwoods Realty Limited Partnerst

Based on my knowledge, this report does natadomny untrue statement of a material fact ontdonstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andlie periods presented in this report;

The Registrant’s other certifying officers drate responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgeibsidiaries, is made known tc
by others within those entities, particularly dgritme period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahm@porting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting arttle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadisclosure controls and procedures and presamtidnis report our conclusions ab
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibydport based on such evaluat
and

(d) disclosed in this report any change in thei®eant's internal control over financial reportitigat occurred during the Registrant’
most recent fiscal quarter (the Registrarfturth fiscal quarter in the case of an annupbn® that has materially affected, o
reasonably likely to materially affect, the Regasit’s internal control over financial reporting;dan

The Registrars’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robmiver financie
reporting, to the Registrant’s auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refiwoancial information; and

(b) any fraud, whether or not material, that imesl management or other employees who have aisattifrole in the Registraist’
internal control over financial reporting.

Date: February 12, 2013

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Offickthe
General Partner



Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsgerties, Inc. (the “Company”) on Form 10-K foetperiod ende®ecember 31, 20:
as filed with the Securities and Exchange Commissiothe date hereof (the “Report;)Edward J. Fritsch, President and Chief Execuiiicer
of the Company, certify, pursuant to 18 U.S.C. §0,3s adopted pursuant to 8 906 of the Sarbanks®@xt of 2002, that:

1) The Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; ¢

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

/sl Edward J. Fritsch

Edward J. Fritsch

President and Chief Executive Officer
February 12, 2013




Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsgerties, Inc. (the “Company”) on Form 10-K foetperiod ende®ecember 31, 20:
as filed with the Securities and Exchange Commissio the date hereof (the “Reportl),Terry L. Stevens, Senior Vice President and €
Financial Officer of the Company, certify, pursugmtl8 U.S.C. § 1350, as adopted pursuant to 9f& Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; ¢

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

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officer

February 12, 2013




Exhibit 32.3

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partngr'ghon Form 10K for the perior
ended December 31, 2012 as filed with the Secsréiel Exchange Commission on the date hereof Reedrt”),l, Edward J. Fritsch, Presid

and Chief Executive Officer of Highwoods Properties., general partner of the Operating Partnprstertify, pursuant to 18 U.S.C. § 135C
adopted pursuant to § 906 of the Sarbanes-Oxlep#2002, that:

1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof 1934, as amended,; ¢

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results of operations of
Operating Partnership.

/s/ Edward J. Fritsch

Edward J. Fritsch

President and Chief Executive Officer of the GehReatner
February 12, 2013




Exhibit 32.4

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partngrghon Form 10K for the perios
ended December 31, 2012 as filed with the Secsrétiel Exchange Commission on the date hereof Repdrt”),|, Terry L. Stevens, Senior Vi

President and Chief Financial Officer of Highwodt®perties, Inc., general partner of the Operd#agnership, certify, pursuant to 18 U.S.
1350, as adopted pursuant to § 906 of the Sarlaries- Act of 2002, that:

1) The Report fully complies with the requirementsSettion 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; ¢

2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Operating Partnership.

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officeth@ General Partner
February 12, 2013




