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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

We refer to Highwoods Properties, Inc. as the “Canyp’ Highwoods Realty Limited Partnership as tpérating Partnership,” the Compagiy’
common stock as “Common Stock” or “Common Shard®” Company'’s preferred stock as “Preferred Stawk"Preferred Sharesthe Operatin
Partnership’s common partnership interests as “Combhnits,” the Operating Partnership’s preferredrnmship interests as “Preferred Units” and in-
service properties (excluding rental residentiata)rio which the Company and/or the Operatingri®aship have title and 100.0% ownership righ
the “Wholly Owned Properties.” References to “weida‘our” mean the Company and the Operating Partnershifgctiokly, unless the conte
indicates otherwise.

The partnership agreement provides that the Opegr&artnership will assume and pay when due, arlneise the Company for payment of
costs and expenses relating to the ownership aecatipns of, or for the benefit of, the OperatirgrtRership. The partnership agreement fu
provides that all expenses of the Company are dé¢oniee incurred for the benefit of the OperatigtiFership.

Certain information contained herein is presentedféDctober 20, 2011, the latest practicable gete to the filing of this Quarterly Report.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited and in thousands, except share anchpee amounts)

September 30  December 31
2011 2010
Assets:
Real estate assets, at ct
Land $ 368,94¢ $ 345,08t
Buildings and tenant improvemer 3,115,14 2,883,09
Development in proces 7,57¢ 4,52¢
Land held for development 106,97} 107,10:
3,598,64 3,339,80!
Less-accumulated depreciatic (878,70 (830,15)
Net real estate ass¢ 2,719,94 2,509,65.
For-sale residential condominiur 4,99t 8,22t
Real estate and other assets, net, held fol — 13,607
Cash and cash equivale 11,08¢ 14,20¢
Restricted cas 23,23( 4,39¢
Accounts receivable, net of allowance of $3,581 $8%95, respectivel 23,44 20,71¢
Mortgages and notes receivable, net of allowan&546 and $868, respective 18,70¢ 19,04
Accrued straigl-line rents receivable, net of allowance of $1,366 $2,209, respective 102,33t 93,17¢
Investment in and advances to unconsolidated @k 99,91( 63,60°
Deferred financing and leasing costs, net of acdatad amortization of $60,950 and $59,360,
respectively 129,31: 85,00:
Prepaid expenses and other as 38,94( 40,20(
Total Assets $ 3,171,90 $ 2,871,83‘
Liabilities, Noncontrolling Interests in the Operating Partnership and Equity:
Mortgages and notes payal $ 1,893,98 $ 1,522,94!
Accounts payable, accrued expenses and otheritied 127,66¢ 106,71t
Financing obligation 32,77¢ 33,11«
Total Liabilities 2,054,42 1,662,77
Commitments and contingenci
Noncontrolling interests in the Operating Partngr: 105,99! 120,83t
Equity:
Preferred Stock, $.01 par value, 50,000,000 autbdrshares
8.625% Series A Cumulative Redeemable PreferredeSifiquidation preference $1,000 per
share), 29,077 and 29,092 shares issued and alitejarespectivel 29,07" 29,09:
8.000% Series B Cumulative Redeemable PreferreceSifgguidation preference $25 per sha
0 and 2,100,000 shares issued and outstandingatéggly — 52,50(
Common Stock, $.01 par value, 200,000,000 authdshares
72,579,381 and 71,690,487 shares issued and atitgganespectivel’ 72¢ 717
Additional paic-in capital 1,807,10° 1,766,88
Distributions in excess of net income availabledommon stockholde! (826,43") (761,78
Accumulated other comprehensive I (3,606 (3,645
Total Stockholder Equity 1,006,86! 1,083,76:
Noncontrolling interests in consolidated affilia 4,62: 4,46(
Total Equity 1,011,49; 1,088,22.
Total Liabilities, Noncontrolling Interests in ti@perating Partnership and Equ $ 317190 $ 2,871,83

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

(Unaudited and in thousands, except per share asjoun

Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Rental and other revenues $ 122,08t $ 11552 $ 354,12 $ 343,79
Operating expenses
Rental property and other expen 46,01¢ 43,33¢ 128, 36( 122,98t
Depreciation and amortizatic 36,32( 34,18: 103,46° 100,08:
Impairment of assets held for L 2,42¢ — 2,42¢ —
General and administratiy 12,21: 8,88: 27,98: 24,36¢
Total operating expens 96,98( 86,40 262,23¢ 247,43t
Interest expense
Contractua 23,35¢ 22,02( 68,721 65,527
Amortization of deferred financing cos 80¢€ 85¢ 2,44t 2,52¢
Financing obligation 22€ 46C 665 1,33(
24,39( 23,33¢ 71,84( 69,38t
Other income:
Interest and other incon 1,50¢ 1,70¢ 5,271 4,37¢
Loss on debt extinguishme — (85) (24 (89
1,50¢ 1,624 5,25 4,28¢
Income from continuing operations before dispositia of property, condominiums
and investment in unconsolidated affiliates and edty in earnings of
unconsolidated affiliates 2,221 7,41( 25,29¢ 31,26¢
Gains on disposition of proper 262 19 462 55
Gains/(losses) on f-sale residential condominiur (47€) 54 (322 407
Gains on disposition of investment in unconsolidatéiliates 2,28z — 2,28: 25,33(
Equity in earnings of unconsolidated affilia 1,11: 1,01¢ 3,93¢ 2,701
Income from continuing operations 5,40z 8,501 31,65 59,751
Discontinued operations:
Income from discontinued operatic 26¢< 272 897 1,237
Net gains/(losses) on disposition of discontinupérations 2,57t = 2,572 (86)
2,847 272 3,47( 1,147
Net income 8,24¢ 8,77: 35,12: 60,90¢
Net (income) attributable to noncontrolling inteeeis the Operating Partnerst (36€) (36€) (1,496 (2,819
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliat (249 14¢€ (559 (281)
Dividends on Preferred Stor (627) (1,677) (3,926) (5,03))
Excess of Preferred Stock redemption/repurchageowes carrying valu — — (1,895 —
Net income available for common stockholder $ 7,00z $ 6,87¢ 272508 5277
Earnings per Common Share- basic:
Income from continuing operations available for coom stockholder $ 0.0¢ $ 0.1C 03t % 0.7z
Income from discontinued operations available fanmon stockholder 0.04 = 0.0¢ 0.0z
Net income available for common stockhold $ 0.1C $ 0.1¢ 0.3t 3 0.74
Weighted average Common Shares outstar— basic 12,49: 71,63 72,17¢ 71,54¢
Earnings per Common Share- diluted:
Income from continuing operations available for coom stockholder $ 0.0¢ $ 0.1C 03: % 0.7z
Income from discontinued operations available fammon stockholder 0.04 — 0.0¢ 0.0z
Net income available for common stockhold $ 01C $ 0.1¢ 03¢ $ 0.74
Weighted average Common Shares outstar-— diluted 76,40: 75,63¢ 76,12, 75,53,
Dividends declared per Common Shar $ 042t $ 0.42¢ 127t $ 1.27¢
Net income available for common stockholders
Income from continuing operations available for coom stockholder $ 4301 $ 6,62( 23,95: $ 51,68¢
Income from discontinued operations available fammon stockholder 2,701 25¢ 3,29 1,08¢
Net income available for common stockhold $ 7,00z $ 6,87¢ 272508 52,77

See accompanying notes to consolidated financgsents.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF EQuUITY
Nine Months Ended September 30, 2011 and 2010
(Unaudited and in thousands, except share amounts)

Distributions

Series A Series B Non- in Excess of
Number Cumulative Cumulative Accumulated Controlling Net Income
of Redeemabli Redeemabli Additional Other Interests in Available for
Common Common Preferred Preferred Paid-In  Comprehensive Consolidatec Common
Shares  Stock Shares Shares Capital Loss Affiliates  Stockholders Total
Balance at $ $ $
December 31, 201 71,690,48 717 29,09: 52,50($ 1,766,88'$ (3,646% 446($% (761,78)% 1,088,22.
Issuances of Commc
Stock, ne’ 711,23 7 — — 22,03¢ — — — 22,04
Conversion of Common
Units to Common Stoc 43,30¢ — — — 1,34« — — — 1,34«
Dividends on Commo
Stock — — — — — — — (91,900 (91,900
Dividends on Preferred
Stock — — — — — — — (3,92¢) (3,926

Adjustment of

noncontrolling interest

in the Operating

Partnership to fair valt — — — — 10,17° — — — 10,173
Distributions ta

noncontrolling interest

in consolidated

affiliates — — — — — — (397) — (391)
Issuances of restricte

stock, ne 134,35 — — — — — — — —
Redemptions/repurchas

of Preferred Stoc — — (15) (52,500 1,89t — — (1,895 (52,519
Shar-based compensati

expense — 2 — — 4,76¢ — — — 4,771
Net (income) attributabl

to noncontrolling

interests in the

Operating Partnersh — — — — — — — (1,49¢) (1,496
Net (income) attributabl

to noncontrolling

interests in consolidatt

affiliates — — — — — — 554 (554) —
Comprehensive incom
Net income — — — — — — — 35,12 35,12
Other comprehensiv
income — — — — — 42 — — 42
Total comprehensive
income 35,16¢
Balance a
September 30, 201  72.579,38 $ 72€$ 29,07' % —$ 1,807,10% (3,606% 4,62:$ (826,434% 1,011,49:
Distributions
Series A Series B Non- in Excess of
Number Cumulative Cumulative Accumulated Controlling Net Income
of RedeemabliRedeemabl: Additional Other Interests in Available for
Common Common Preferred Preferred Paid-In  Comprehensive Consolidatec Common
Shares  Stock Shares Shares Capital Loss Affiliates  Stockholders Total
Balance at
December 31, 200 71,285,30 $ 71:$ 29,09 % 52,50($ 1,751,39:'$ (3,810% 518:$ (701,93)% 1,133,14:
Issuances of Common
Stock, ne 112,81! 1 — — 2,07t — — — 2,07¢
Conversion of Common
Units to Common Stoc 93,97: 1 — — 2,957 — — — 2,95¢

Dividends on Common
Stock — — — — — — — (91,19) (91,19))



Dividends on Preferred
Stock

Adjustment of
noncontrolling interest:
in the Operating
Partnership to fair valu

Distributions to
noncontrolling interest:
in consolidated affiliate

Issuances of restricted
stock, ne

Sharebased compensatis
expense

Net (income) attributabl
to noncontrolling
interests in the
Operating Partnersh

Net (income) attributabl
to noncontrolling
interests in consolidate
affiliates

Comprehensive incom
Net income
Other comprehensive

income

Total comprehensive
income

Balance at
September 30, 201

— — — — — — — (5,037) (5,037
_ — — — 1,48( — — — 1,48(
— — — — — — (506) — (506)
164,14: — — — — — — — —
— 2 — — 5,05¢ — — — 5,06(
— — — — — — — (2,819 (2,819
— — — — — — 281 (287) —
— — — — — — — 60,90 60,90
— — — — — 83€ — — 83€
61,74(
71,656,23 $ 717$ 29,09: $ 52,50($ 1,762,96:$ (2,975% 4,95¢$  (740,354% 1,106,90:

See accompanying notes to consolidated financgsents.
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLows

(Unaudited and in thousands)

Operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Amortization of lease incentives and acquisi-related intangible assets and liabilit
Shar-based compensation expel
Allowance for losses on accounts and accrued si-line rents receivabl
Amortization of deferred financing cos
Amortization of settled ca-flow hedges
Impairment of assets held for L
Loss on debt extinguishme
Net (gains)/losses on disposition of prope
(Gains)/losses on f-sale residential condominiur
Gains on disposition of investment in unconsolidailiates
Equity in earnings of unconsolidated affilia
Changes in financing obligatiol
Distributions of earnings from unconsolidated &ifiés
Changes in operating assets and liabilit
Accounts receivabl
Prepaid expenses and other as
Accrued straigt-line rents receivabl
Accounts payable, accrued expenses and otheritied
Net cash provided by operating activit
Investing activities:
Additions to real estate assets and deferred lgasists
Net proceeds from disposition of real estate a:
Net proceeds from disposition of -sale residential condominiur
Proceeds from disposition of investment in uncadsoed affiliates
Distributions of capital from unconsolidated atities
Repayments of mortgages and notes recei\
Investment in and advances to unconsolidated st
Changes in restricted cash and other investingitet
Net cash used in investing activiti
Financing activities:
Dividends on Common Stoc
Redemptions/repurchases of Preferred S
Dividends on Preferred Sto
Distributions to noncontrolling interests in the&ating Partnershi
Distributions to noncontrolling interests in condated affiliates
Net proceeds from the issuance of Common S
Borrowings on revolving credit facilit
Repayments of revolving credit facili
Borrowings on mortgages and notes pay:
Repayments of mortgages and notes pay

Additions to deferred financing costs and otheafficing activities

Net cash provided by/(used in) financing activi
Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of the ¢
Cash and cash equivalents at end of the pi

See accompanying notes to consolidated financsents.

Nine Months Ended

September 30,
2011 2010
35,12 $ 60,90¢
103,59 100,72¢
1,347 807
4,771 5,06(
1,58¢ 3,60¢
2,44¢ 2,52¢
(87 262
2,42¢ —
24 85
(3,035 31
322 (407)
(2,287) (25,330)
(3,939 (2,700
(339 102
3,40( 2,93¢
(3,499 (4,689
(58€) (195)
(9,280) (8,477)
4,11¢ 7,407
136,12! 142,65
(150,559 (66,370
16,53( 6,801
2,77C 3,73¢
4,75¢ 15,00(
1,30« 1,591
33¢ 231
(39,665 (907)
(15,599 2,39¢
(180,12 (37,526
(91,900 (91,19)
(52,515 —
(3,926 (5,03))
(4,81%) (4,857)
(397 (50€)
22,04 2,07¢
285,40( 4,00(
(150,400 (4,000
200,00( 10,36¢
(156,607) (18,20
(6,010 (506)
40,88( (107,859
(3,119 (2,730
14,20¢ 23,69¢
11,08¢ $ 20,96¢
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HIGHWOODS PROPERTIES, INC.
CONSOLIDATED STATEMENTS OF CasH FLows — Continued
(Unaudited and in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capital

Supplemental disclosure of non-cash investing anihfincing activities:

Conversion of Common Units to Common Stock

Change in accrued capital expenditures

Write-off of fully depreciated real estate assets

Write-off of fully amortized deferred financing and leagicosts

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

Adjustment of noncontrolling interests in the Ogierg Partnership to fair valt

Unrealized gain on tax increment financing bond

Mortgages receivable from seller financing

Assumption of mortgages and notes payable relatedduisition activitie:

See accompanying notes to consolidated financgstents.

Nine Months Ended

September 30,
2011 2010
$ 69,32. $ 66,43¢
Nine Months Ended
September 30,
2011 2010
$ 134¢ $ 2,95¢
$ 3,707 $ 89C
$ 39,03¢ $ 34,70:
$ 13,68: $ 11,521
$ (359 % 48¢
$ — 4,18¢
$ (10,179 $ (1,480
$ 12¢ $ 471
$ — $ 17,03(
$ 192,36° $ 40,30¢
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HIGHWOODS PROPERTIES, INC.
NoTES To CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2011
(tabular dollar amounts in thousands, except per shre data)
(Unaudited)
1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES
Description of Business

The Company is a fully-integrated, self-administet@nd self-managed equity real estate investmerst tf‘REIT”) that provides leasin
management, development, construction and othéormes+elated services for its properties and for thiadties. The Company conducts virtually
of its activities through the Operating PartnersiipSeptember 30, 2011, the Company and/or thedlipg Partnership wholly owned: 302 $e¥vice
office, industrial and retail properties, comprgi29.2 million square feet; 96 rental residentisitg) 18 forsale residential condominiums; 601 acre
undeveloped land suitable for future developmehiytldch 523 acres are considered core holdings;amddditional office property that is conside
completed but not yet stabilized.

The Company is the sole general partner of the &ipgr Partnership. At September 30, 2011, the Compavned all of the Preferred Units ¢
72.2 million, or 95.1%, of the Common Units. Limdtpartners (including one officer and two directofshe Company) own the remaining 3.8 mill
Common Units. Generally, the Operating Partnerghigbligated to redeem each Common Unit at theesgof the holder thereof for cash equal tc
value of one share of Common Stock, $.01 par vdlased on the average of the market price for éhigalling days immediately preceding the nc
date of such redemption provided that the Companits option, may elect to acquire any such Comtdaoits presented for redemption for cas
one share of Common Stock. The Common Units owryetthdd Company are not redeemable. During the niosths ended September 30, 2011
Company redeemed 43,308 Common Units for a likebrrof shares of Common Stock.

Common Stock Offering

We have entered into equity sales agreements aiibws financial institutions to offer and selprin time to time, shares of our Common Stoc
means of ordinary brokerg'ansactions on the New York Stock Exchange orretise at market prices prevailing at the time dégsat prices related
prevailing market prices or at negotiated pricea®otherwise agreed with any of the institutidbsring the third quarter of 2011, we issued 142
shares of Common Stock under these agreementsaateaage price of $34.21 per share raising netges, after sales commissions and expens
$4.8 million.

Basis of Presentation

Our Consolidated Financial Statements are preparednformity with accounting principles genera#lgcepted in the United States of Ame
(“GAAP"). Our Consolidated Statements of Income for the tlarg nine months ended September 30, 2010 werserk¥iom previously report
amounts to reflect those properties sold or helg&be which required discontinued operations prissien.

Our Consolidated Financial Statements include tiper@ting Partnership, wholly owned subsidiaries #make entities in which we have
controlling financial interest. All significant ietcompany transactions and accounts have been natedi. At September 30, 2011
December 31, 2010, we were not involved with artjties that were determined to be variable inteessities.

The unaudited interim consolidated financial staets and accompanying unaudited consolidated fiaameformation, in the opinion 1
management, contain all adjustments (including @brrecurring accruals) necessary for a fair pregent of our financial position, results
operations and cash flows. We have omitted certates and other information from the interim coitaikd financial statements presented in
Quarterly Report on Form 1Q-as permitted by SEC rules and regulations. TResesolidated Financial Statements should be readnjunction witl
our 2010 Annual Report on Form 10-K.
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HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLIciES - Continued
Use of Estimates

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

Recently Issued Accounting Standards

Beginning with our Quarterly Report on Form QOfor the three months ended March 31, 2012, wkbeilrequired to enhance our disclosur
assets and liabilities measured at fair value. Tiitudes disclosing any significant transfers lesw Levels 1 and 2 of the fair value hierar
additional quantitative and qualitative informati@garding fair value measurements categorizece®slL3 of the fair value hierarchy and the hierg
classification for items whose fair value is notasled on our Consolidated Balance Sheets butsidodied in our Notes to Consolidated Finai
Statements. Additionally, we will be required t@gent comprehensive income on the face of our didased Statements of Income, which previo
has been disclosed in our Notes to Consolidatea€ial Statements.

2. ReAL ESTATE ASSETS
Acquisitions

In the third quarter of 2011, we acquired alsixtding, 1.54 million square foot office complex Pittsburgh, PA for a purchase price of $1
million. The purchase price included the assumptibsecured debt recorded at fair value of $124ilsom, with an effective interest rate of 4.27
including amortization of deferred financing cosktbis debt matures in November 2017. We expensei ridlion of costs related to this acquisiti
which are included in general and administrativeemse for the three and nine months ended Septe3@b2011.

In the third quarter of 2011, we also acquired 8,800 square foot office building in Atlanta, GArfa purchase price of $78.3 million. 1
purchase price included the assumption of secuedd ekcorded at fair value of $67.9 million, with affective interest rate of 5.45%, includ
amortization of deferred financing costs. This defattures in January 2014. We expensed $0.3 midifocosts related to this acquisition, which
included in general and administrative expenséhferthree and nine months ended September 30, 2011.

The assets acquired and liabilities assumed wergded at preliminary estimates of fair value agieined by management based on informi
available at the acquisition date and on currestiaptions as to future operations. These estinaagesubject to change during the measurement |
upon the completion of acquisition accounting, uidéhg the finalization of asset valuations. Thedieing table sets forth a summary of the prelimy
acquisition purchase price consideration for eaafjontlass of assets acquired and liabilities agsuim the acquisitions discussed above:

Total
Purchase
Price
Consideration
Real estate asse $ 241,60:
Acquisitior-related intangible assets (in deferred financing)leasing costs 39,72
Furniture, fixtures and equipment (in prepaid exg@snand other asse 1,101
Acquisitior-related intangible liabilities (in accounts payaldecrued expenses and other liabilit (15,627
Total consideration $ 266,79




(Table of Contents)
HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

2. ReaL ESTATE AsseTs- Continued

The following tables set forth our rental and otferenues and net income, adjusted for interegresgpand depreciation and amortization re
to purchase price allocation, assuming the acipisitdiscussed above both occurred as of the biegifi each annual reporting period:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Proforma rental and other revent $ 133,66¢ $ 129,59( $ 393,64( $ 385,40(
Proforma net incom $ 7,56¢ $ 8,18( $ 32,82: $ 59,12«
Proforma earnings per she basic $ 0.0¢ $ 0.0¢ $ 034 % 0.71
Proforma earnings per she- diluted $ 0.0¢ $ 0.0¢ $ 034 % 0.71

Dispositions

During the third quarter of 2011, we sold an offeperty and adjacent land parcel in one transadti WinstonSalem, NC for gross proceed:
$15.0 million. We recorded gain on disposition @fcentinued operations of $2.6 million and gaindisposition of property of $0.3 million relatec
the office property and land, respectively, in thied quarter of 2011.
Impairments

We recorded impairment of assets held for use af $lllion in the third quarter of 2011 on two @i properties located in Orlando, FL due
change in the assumed timing of future dispositiorpairments can arise from a number of factorspedingly, there can be no assurances that w:
not be required to record additional impairmentrgka in the future.
3. MORTGAGES AND NOTES RECEIVABLE

The following table sets forth our mortgages antesoeceivable:

September 30 December 31

2011 2010
Seller financing (first mortgage $ 17,18( $ 17,18(
Less allowanci — —
17,18( 17,18(
Promissory note 2,071 2,732
Less allowanc (545) (868
1,52¢ 1,86¢
Mortgages and notes receivable, $ 18,70¢ $ 19,04
The following table sets forth our notes receivadllewance, which relates only to promissory notes:
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Beginning notes receivable allowar $ 617 $ 771 $ 86¢ $ 69¢
Bad debt expens — 24C 184 32¢
Write-offs (D) (6) (36%) (12)
Recoveries/othe @) (59 (142 (65
Total notes receivable allowan $ 54t $ 95C $ 54t $ 95C
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3. MORTGAGES AND NOTES RECEIVABLE - Continued

Our mortgages and notes receivable consists ptimafriseller financing issued in conjunction witld disposition transactions in the sec
quarter of 2010. As of September 30, 2011, theraotial payments on both mortgages receivable wenent and there were no indication:
impairment on the receivables.

4, INVESTMENT IN AND ADVANCES TO UNCONSOLIDATED AFFILIATES

We have equity interests of 50.0% or less in varipint ventures with unrelated third parties ardeat interest in one of those joint venture:
described below. The following table sets forth ¢benbined, summarized income statements for ournsalidated joint ventures:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Income Statements
Revenues $ 25,620 $ 26,517 $ 75,61¢ $ 93,81¢
Expenses:
Rental property and other expen 10,80¢ 12,66¢ 33,57¢ 45,46
Depreciation and amortizatic 6,75¢ 6,73( 19,67( 24,10¢
Interest expens 5,97¢ 6,094 17,84: 21,89:
Total expense 23,54( 25,48¢ 71,08 91,46:
Net income $ 2,08: $ 1,02S $ 4,53: $ 2,356
Our share of:
Depreciation and amortization of real estate a $ 2,06€ $ 2,11t $ 6,19: $ 8,19¢
Interest expens $ 1,965 $ 2,19( $ 6,155 $ 8,362
Net income $ 44z $ 432 $ 2,112 $ 952
Our share of net incorr $ 44z $ 43z $ 2,112 $ 952
Purchase accounting and management, leasing aedfe#s adjustmen 671 58€ 1,821 1,74¢
Equity in earnings of unconsolidated affilia $ 111t $  101€$ 393t $ 2,701

In the third quarter of 2011, our joint venture tpar exercised its option to acquire our 10.0% tyquiterest in the HIW Development B, LI
joint venture, which recently completed construttad a buil-to-suit office property in Charlott&yC. As a result, we received gross proceeds of
million and recorded a gain on disposition of inmesnt in unconsolidated affiliate related to thierohant build project of $2.3 million in the th
quarter of 2011.
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The following table sets forth total intangible etssand liabilities, net of accumulated amortizatio

Assets:
Deferred financing cos

Less accumulated amortizati

Deferred leasing costs (including lease incentared acquisitio-related intangible assel

Less accumulated amortizati

Deferred financing and leasing costs,

Liabilities (in accounts payable, accrued expensesd other liabilities):

Acquisitior-related intangible liabilitie
Less accumulated amortizati

The following table sets forth amortization of in¢gble assets and liabilities:

Amortization of deferred financing cos

Amortization of deferred leasing costs and acqgois-related intangible assets 1

depreciation and amortizatio

Amortization of lease incentives (in rental andestlevenues
Amortization of acquisitio-related intangible assets (in rental and othermees)

Amortization of acquisitio-related intangible liabilities (in rental and othievenues

September 30 December 31
2011 2010

$ 19,16¢ $ 16,41:
(6,197 (7,054

12,97¢ 9,35¢

171,09: 127,94¢
(54,758 (52,306
116,33 75,64:

$ 129,31 $ 85,001
$ 16,45 $ 65¢
(425 (125)

$ 16,03( $ 532

Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
$ 80€ $ 85¢ $ 2,44¢ $ 2,52¢
$ 5,18t $ 391 $ 13,94f $ 11,49t
$ 36¢ $ 27C $ 1,00¢ $ 807
$ 24C $ 20C $ 61¢ $ 31¢
$ (22¢9) $ 2n s (280 $ (69)

The following table sets forth scheduled future aimation of intangible assets and liabilities:

October 1, 2011 through December 31, 2

2012
2013
2014
2015

Thereafter

Amortization

of Deferred
Leasing Cost:

Amortization Amortization

and of of
Acquisition- Acquisition-  Acquisition-
Related Amortization Related Related
Intangible of Lease Intangible Intangible
Amortization Assets (in  Incentives (in Assets (in  Liabilities (in
of Deferred  Depreciation  Rental and Rental and Rental and
Financing and Other Other Other
Costs Amortization) Revenues) Revenues) Revenues)
$ 931 $ 6,26 $ 32¢ % 271 $ (141
3,19: 22,60« 1,23¢ 1,04¢ (55€)
2,95¢ 17,84¢ 1,08( 80z (542)
2,66( 13,60¢ 91z 50t (467)
2,064 9,95( 69E 33t (421)
1,17 35,21« 2,53¢ 1,103 (13,909
$ 12,97¢ $ 105,48¢ $ 6,781 $ 4,06t $ (16,030
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5. NTANGIBLE ASSETSAND LIABILITIES - Continued

The weighted average remaining amortization perfodsieferred financing costs, deferred leasingscasd acquisitiomelated intangible ass:
(in depreciation and amortization), lease incemstifie rental and other revenues), acquisitielated intangible assets (in rental and othermess) an
acquisitionrelated intangible liabilities (in rental and othrewenues) were 3.9 years, 6.4 years, 8.1 yedsjears and 8.8 years, respectively, ¢
September 30, 2011.

In connection with the acquisitions of office projes in Atlanta, GA and Pittsburgh, PA in the thquarter of 2011, we recorded $1.6 milliol
above market lease intangible assets, $38.1 mitlfan-place lease intangible assets and $15.6 millidoetdw market lease intangible liabilities w
weighted average amortization periods of 5.4 ydaisyears and 8.8 years, respectively.

6. MORTGAGES AND NOTES PAYABLE

The following table sets forth our consolidated tgages and notes payable:

September 30 December 31

2011 2010
Secured indebtedness $ 937,84t $ 754,39¢
Unsecured indebtedness 956,13! 768,54t
Total mortgages and notes paya $ 189398 $ 152294

At September 30, 2011, our secured mortgage loans secured by real estate assets with an aggneggépreciated book value of $1.5 billion.

In the third quarter of 2011, we obtained a new5$@million unsecured revolving credit facility, weh replaced our previously existing $4C
million revolving credit facility. Our new revolvin credit facility is originally scheduled to matuoa July 27, 2015. Assuming no defaults
occurred, we have an option to extend the matdioityan additional year. The new credit facility imges an accordion feature that allows fo
additional $75.0 million of borrowing capacity sabf to additional lender commitments. The interas¢ on the new facility at our current cr
ratings is LIBOR plus 150 basis points and the ahfacility fee is 35 basis points. The intereserand facility fee under the new facility are lthee
the higher of the publicly announced ratings fromddy’s Investors Service or Standard & PsoiThe financial and other covenants under the
facility are substantially the same as our previorglit facility. There was $165.0 million and $33'million outstanding under our revolving cre¢
facility at September 30, 2011 and October 20, 20&spectively. At both September 30, 2011 and kot@0, 2011, we had $0.2 million
outstanding letters of credit, which reduces thailaility on our revolving credit facility. As aesult, the unused capacity of our revolving ci
facility at September 30, 2011 and October 20, 2044 $309.8 million and $127.8 million, respectyel

Our secured construction facility, which has $5gillion outstanding at September 30, 2011, is solelito mature on December 20, 2(
Assuming no defaults have occurred, we have thiemopd extend the maturity date for an additionaé-gear period. The interest rate is LIBOR
85 basis points.

We are currently in compliance with the debt covesand other requirements with respect to ourtanding debt.
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7. NDONCONTROLLING INTERESTS
Noncontrolling Interests in the Operating Partnershp

Noncontrolling interests in the Operating Partnigrsklate to the ownership of Common Units by vasiéndividuals and entities other than
Company. The following table sets forth nonconingjlinterests in the Operating Partnership:

Nine Months Ended

September 30,
2011 2010

Beginning noncontrolling interests in the Operatfaytnershiy $ 120,83¢ $ 129,76¢
Adjustments of noncontrolling interests in the Cytigrg Partnership to fair valt (10,177 (1,480
Conversion of Common Units to Common St (1,349 (2,95%)
Net income attributable to noncontrolling interestshe Operating Partnerst 1,49¢ 2,81¢
Distributions to noncontrolling interests in theedgting Partnershi (4,818 (4.85))
Total noncontrolling interests in the OperatingtRarship $ 105,99 $ 123,29

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

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Net income available for common stockhold $ 7,00z $ 6,87¢ $ 27,250 $ 52,77
Increase in additional paid in capital from coni@nsof Common Units to
Common Stocl 70¢ — 1,34¢ 2,95
Change in equity from net income available for camrstockholders and conversior
Common Units to Common Sto $ 7,711 $ 6.87¢ $ 28,59« $ 55,73(

Noncontrolling Interests in Consolidated Affiliates

At September 30, 2011, noncontrolling interesteansolidated affiliates relates to our joint veetwartners 50.0% interest in office propert
located in Richmond, VA. Our joint venture partisgean unrelated third party.

8. DscLosURE ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

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

Level 1. Quoted prices in active markets for identicak#ssr liabilities.
Our Level 1 assets are investments in marketalolerisies which we use to pay benefits under our-qoalified deferred compensation plan.

Level 1 noncontrolling interests in the OperatiragtRership relate to the ownership of Common Ub§tvarious individuals and entities other thar
Company. Our Level 1 liability is our non-qualifieléferred compensation obligation.
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8. DscLosURE ABoOUT FAIR VALUE OF FINANCIAL INSTRUMENTS - Continued

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

We had no Level 2 assets or liabilities at botht&aper 30, 2011 and December 31, 2010.

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

Our Level 3 assets are our tax increment finantiogd, which is not routinely traded but whose faitue is determined using an estimat
projected redemption value based on quoted biddasks for similar unrated municipal bonds, and sstate assets recorded at fair value on a non
recurring basis as a result of our quarterly impaint analysis, which were valued using broker apisiof value, substantiated by internal cash
analyses.

The following tables set forth the assets, nonatlirig interests in the Operating Partnership dability that we measure at fair value by le
within the fair value hierarchy. We determine thed| based on the lowest level of substantive inged to determine fair value.

September 30
2011 Level 1 Level 3

Assets:
Marketable securities of n-qualified deferred compensation plan (in prepaigesses and oth

assets $ 2,91¢ $ 291¢ $ —
Tax increment financing bond (in prepaid expensesather asset: 15,82¢ — 15,82¢
Impaired real estate assets 7,772 — 7,772

Tota| Assets $ 26,515 $ 2,91S $ 23,60(

Noncontrolling Interests in the Operating Partnershp $ 105,99! $ 105,99! $ =
Liability:
Non-qualified deferred compensation obligation (in@ets payable, accrued expenses and o

liabilities) $ 2,91¢ $ 2,91¢ $ —

December 31
2010 Level 1 Level 3

Assets:
Marketable securities of non-qualified deferred pemsation plan (in prepaid expenses and ot

assets $ 347¢ $ 347¢ % —
Tax increment financing bond (in prepaid expensesather asset: 15,69¢ — 15,69¢

Total Assets $ 19,17¢ $ 3,47¢ $ 15,69¢

Noncontrolling Interests in the Operating Partnershp $ 120,83¢ $ 120,83¢ $ —
Liability:
Non-qualified deferred compensation obligation (in@ets payable, accrued expenses and o

liabilities) $ 4,091 $ 4,091 $ —
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8. DscLosURE ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

The following table sets forth our Level 3 asset:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Asset:
Tax Increment Financing Bond

Beginning balanc $ 15,22¢ $ 17,017 $ 15,69¢ $ 16,87:
Unrealized gain (in AOCL 60C 32t 12¢ 471
Ending balanci $ 15,822 $ 17,34: $ 15,82{ $ 17,34:

We own a tax increment financing bond associatet wiproperty developed by us. This bond amortige®maturity in 2020. The estimated -
value at September 30, 2011 was $2.4 million belmvoutstanding principal due on the bond. If theddyto-maturity used to fair value this bond \
100 basis points higher or lower, the fair valueti® bond would have been $0.6 million lower orhigig respectively, as of September 30, 2
Currently, we intend to hold this bond and havectated that we will not be required to sell thimmddefore recovery of the bond principal. Payr
of the principal and interest for the bond is gaséead by us and, therefore, we have recorded it dosses related to the bond in the three and
months ended September 30, 2011 and 2010. Tharelégal right of offset with the liability, whiclwe report as a financing obligation, related t@
tax increment financing bond.

The following table sets forth the carrying amouatsl fair values of our financial instruments nisctbsed elsewhere in this Quarterly Repol
Form 10-Q:

Carrying

Amount Fair Value
September 30, 201.
Mortgages and notes receiva $ 18,70¢ $ 19,09/
Mortgages and notes payal $ 189398 $ 1,987,98
Financing obligation $ 32,77 $ 21,25:
December 31, 201!
Mortgages and notes receivable $ 19,04+ $ 19,09:
Mortgages and notes payable $ 152294 $ 1,581,51
Financing obligations $ 33,11« $ 23,88(

The fair values of our mortgages and notes rec@@yahortgages and notes payable and financing atidigs were estimated using the incom
market approaches to approximate the price thaldvoe paid in an orderly transaction between maplaticipants on the respective measurel
dates. The carrying values of our cash and caslvagots, restricted cash, accounts receivable ketalble securities of nogualified deferre
compensation plan, tax increment financing bond)-euaalified deferred compensation obligation and wonolling interests in the Operati
Partnership are equal to or approximate fair value.

16




(Table of Contents)
HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

9. $IARE-BASED PAYMENTS

During the nine months ended September 30, 201 ramted 146,581 stock options with an exerciseepequal to the closing market price
share of our Common Stock on the date of grant.f@levalue of each option grant is estimated andhate of grant using the Bla8choles optio
pricing model, which resulted in a weighted averggent date fair value per share of $6.47. Durirgriine months ended September 30, 2011, w:
granted 76,966 shares of time-based restricted stod 57,386 shares of total returased restricted stock with weighted average gtate fair value
per share of $33.70 and $41.02, respectively. Werded stockbased compensation expense of $1.3 million and ®il®n during the three mont
ended September 30, 2011 and 2010, respectivety $4r8 million and $5.1 million during the nine ntlbe ended September 30, 2011 and =
respectively. At September 30, 2011, there was $6l8on of total unrecognized stodkased compensation costs, which will be recognzest ¢
weighted average remaining service period of 2&ge

10. (OMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE LOSS

The following table sets forth the components aghpeehensive income:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Net income $ 8,242 $ 8,77 $ 35,12: $ 60,90¢
Other comprehensive incornr
Unrealized gain on tax increment financing b 60C 32t 12¢ 471
Amortization of settled ca-flow hedges (30 (25 (87 262
Sale of cash-flow hedge related to dispositiomgéstment in unconsolidated
affiliate = = = 10¢
Total other comprehensive incor 57C 30C 42 83¢€
Total comprehensive incon $ 8814 $ 907t $ 35160 % 61,74

The following table sets forth the components afeculated other comprehensive loss (“AOCL"):

September 30 December 31

2011 2010
Tax increment financing bond $ 2,41 $ 2,54:
Settled cas-flow hedges 1,19¢ 1,10¢
Total accumulated other comprehensive $ 3,60¢ $ 3,64¢
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11. DscoNTINUED OPERATIONS

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

Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Rental and other revenues $ 48C $ 53t $ 159 $ 3,092
Operating expenses
Rental property and other expen 211 16€ 57C 1,21¢
Depreciation and amortizatic — 98 127 647
Total operating expens: 211 264 697 1,861
Other income — 1 1 2
Income from discontinued operations 26¢ 272 897 1,23:
Net gains/(losses) on disposition of discontinupdrations 2,57 — 2,57 (86)
Total discontinued operations $ 284 $ 27z $  347C % 1147
The following table sets forth the major classeagssfets and liabilities of the properties clasgifie held for sale:
September 30 December 31
2011 2010
Assets:
Land $ — $ 2,78¢
Buildings and tenant improvements — 12,70%
Land held for development — 2,76¢
Total real estate assets — 18,26:
Less accumulated depreciation — (5,015
Net real estate ass¢ — 13,24¢
Deferred leasing costs, r — 58
Accrued straight line rents receival — 257
Prepaid expenses and other assets — 43
Real estate and other assets, net, held for s: $ — $ 13,60:
$ — $ 11

Tenant security deposits, deferred rents and adaosts(1)

(1) Included in accounts payable, accrued expensesthed liabilities.
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12. EARNINGS PER SHARE

The following table sets forth the computation asie and diluted earnings per Common Share:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Earnings per Common Share- basic:
Numerator:
Income from continuing operatiol $ 540z $ 8501 $ 31,65 $ 59,751
Net (income) attributable to noncontrolling intetiein the Operating Partnership fri
continuing operation (22%) (352) (1,329 (2,76))
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliates fre
continuing operation (249) 14¢€ (554) (281)
Dividends on Preferred Sto (627) (1,677 (3,92¢) (5,03))
Excess of Preferred Stock redemption/repurchageowes carrying valu — — (1,895 —
Income from continuing operations available for coom stockholder 4,301 6,62( 23,95: 51,68¢
Income from discontinued operatic 2,84 272 3,47( 1,143
Net (income) attributable to noncontrolling inteees the Operating Partnership frc
discontinued operatior (147 (14 (73 (58
Income from discontinued operations available fammon stockholder 2,701 25€ 3,29i 1,08¢
Net income available for common stockhold $ _ 7.00: $ 687¢ $ 2725( § 5277
Denominator:
Denominator for basic earnings per Common S— weighted average shar 72,49 71,63 72,17¢ 71,54¢
Earnings per Common She- basic:
Income from continuing operations available for coom stockholder $ 0.0¢ $ 0.1C $ 03 % 0.7z
Income from discontinued operations available fammon stockholder 0.04 — 0.0t 0.0z
Net income available for common stockhold $ 0.1C $ 01C $ 0.3t $ 0.74
Earnings per Common Share- diluted:
Numerator:
Income from continuing operatiol $ 5,40: $ 8,501 $ 31,65 $ 59,757
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliates fre
continuing operation (249) 14¢ (554) (281)
Dividends on Preferred Stor (627) (1,677) (3,92¢) (5,03))
Excess of Preferred Stock redemption/repurchageowes carrying valu — — (1,895 —
Income from continuing operations available for coom stockholders before n
(income) attributable to noncontrolling interestshe Operating Partnerst 4,52¢ 6,97: 25,27¢ 54,44*
Income from discontinued operations available fimmon stockholder 2,84 272 3,47( 1,143
Net income available for common stockholders befa(income) i
attributable to noncontrolling interests in the @pimg Partnershi $ 736 S 7,244 % 28746 $ 55,59
Denominator:
Denominator for basic earnings per Common S-weighted average shar 72,49: 71,63! 72,17¢ 71,54¢
Add:
Stock options using the treasury metl 13¢ 21C 16¢ 183
Noncontrolling interests partnership ur 3,77% 3,79i 3,782 3,80¢
Denominator for diluted earnings per Common Shaadjusted weighted average . ) 3
shares and assumed conversi(1) 76,40: 75,63¢ 76,12, 75,53
Earnings per Common She diluted:
Income from continuing operations available for coom stockholder $ 0.0¢ $ 0.1C $ 03z $ 0.7z
Income from discontinued operations available fammon stockholder 0.04 — 0.0t 0.0z
Net income available for common stockhold $ 01C$  01C$ 03¢ $ 0.74

19




(Table of Contents)
HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

12. ERNINGS PER SHARE — Continued

1) There were 0.4 million and 0.7 million options datgling during the three months ended Septembe2(3d, and 2010, respectively, and
million and 0.7 million options outstanding duritige nine months ended September 30, 2011 and 2&8dkctively, that were not includec
the computation of diluted earnings per share bee#uwe impact of including such options would bg-dilutive.

13. SGMENT INFORMATION

The following table summarizes the rental and otleeenues and net operating income, the primarysimg propertylevel performance met
which is defined as rental and other revenuesr&gsl| property and other expenses, for each raplersegment:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 13,04t $ 11,86¢ $ 37,29( $ 36,06¢
Greenville, SC 3,617 3,312 10,56( 10,43¢
Kansas City, MC 3,55¢ 3,67: 10,80: 11,04«
Memphis, TN 10,27( 9,69: 30,45( 24,88¢
Nashville, TN 15,59¢ 14,59¢ 45,57¢ 44 56:
Orlando, FL 2,67 2,92( 7,61¢ 8,98¢
Piedmont Triad, N( 4,91¢ 5,27( 15,54¢ 16,03
Pittsburgh, P2 1,58: — 1,58: —
Raleigh, NC 20,05 18,84 59,47: 56,17«
Richmond, VA 13,37¢ 12,20¢ 36,43 35,48¢
Tampa, FL 17,77¢ 17,83( 52,02¢ 53,80"
Total Office Segmer 106,46 100,21¢ 307,35: 297,48
Industrial:
Atlanta, GA 3,97¢ 3,66( 11,93¢ 11,47:
Piedmont Triad, N( 3,151 3,25¢ 8,95¢ 9,32¢
Total Industrial Segmet 7,125 6,91¢ 20,89: 20,80:
Retail:
Kansas City, MO 8,49 8,10¢ 25,59« 24,54
Total Retail Segmer 8,49 8,10¢ 25,59¢ 24,54
Residential
Kansas City, MO = 28€ 28/ 96¢
Total Residential Segme — 28¢ 284 96¢
Total Rental and Other Revenues $ 12208t $ 11552t $  35412: $ 343,79
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13. 8GMENT INFORMATION — Continued
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Net Operating Income: (1)
Office:
Atlanta, GA $ 8,05: $ 7,38t $ 23,51¢ $ 22,84¢
Greenville, SC 2,097 1,85¢ 6,23¢ 6,307
Kansas City, MC 2,02: 2,15¢ 6,25( 6,69¢
Memphis, TN 5,69¢ 5,50¢ 16,92: 15,01:
Nashville, TN 10,247 9,48¢ 30,227 29,42
Orlando, FL 1,37¢ 1,55/ 3,83( 4,891
Piedmont Triad, N( 2,89¢ 3,48¢ 9,94¢ 10,577
Pittsburgh, P£ 897 — 897 —
Raleigh, NC 13,90 12,527 41,39 38,20
Richmond, VA 7,76¢ 7,631 23,857 23,98t
Tampa, FL 11,00! 10,90( 32,19¢ 32,71:
Total Office Segmer 65,96¢ 62,49, 195,27 190,65¢
Industrial:
Atlanta, GA 2,85¢ 2,49: 8,69¢ 8,05¢
Piedmont Triad, NC 2,251 2,45¢ 6,58: 6,834
Total Industrial Segmet 5,11( 4,951 15,28: 14,88¢
Retail:
Kansas City, MO 5,02 4,57: 15,14¢ 14,67:
Total Retail Segmer 5,027 4,57: 15,14¢ 14,67:
Residential
Kansas City, MQ2) (34) 16¢€ 58 594
Total Residential Segme (34) 16¢ 58 594
Total Net Operating Income 76,06 72,18¢ 225,76: 220,81(
Reconciliation to income from continuing operationsefore disposition of
property, condominiums and investment in unconsolidted affiliates and
equity in earnings of unconsolidated affiliates
Depreciation and amortizatic (36,32() (34,189 (103,46°) (200,08:)
Impairment of assets held for L (2,429 — (2,429 —
General and administrative expel (12,217 (8,887 (27,987) (24,369)
Interest expens (24,390 (23,339 (71,840 (69,385
Interest and other incon 1,50¢ 1,62/ 5,25: 4,28¢
Income from continuing operations before dispositid property, condominiums an
investment in unconsolidated affiliates and eqintgarnings of unconsolidated
affiliates $ 2,22] $ 7,41( $ 25,29( $ 31,26Z
1) Net of discontinued operatior
2) Negative NOI with no corresponding revenues reprssexpensed real estate taxes and other carrgistg with little or no correspondi
revenue

21




(Table of Contents)
HIGHWOODS PROPERTIES, INC.

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

14. SBSEQUENT EVENTS

On October 3, 2011, we repaid the remaining balaf&i84.4 million of a secured mortgage loan bepmmterest of 7.05% that was schedule
mature in January 2012. We incurred no penaltytedlto this early repayment.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED BALANCE SHEETS

(Unaudited and in thousands, except unit and pieraomounts)

Assets:
Real estate assets, at ct
Land
Buildings and tenant improvemet
Development in proces
Land held for developmel

Less-accumulated depreciatic

Net real estate asst
For-sale residential condominiur
Real estate and other assets, net, held fol
Cash and cash equivalel
Restricted cas
Accounts receivable, net of allowance of $3,581 $8&95, respectivel
Mortgages and notes receivable, net of allowan&545 and $868, respective
Accrued straigl-line rents receivable, net of allowance of $1,366 $2,209, respective
Investment in and advances to unconsolidated i
Deferred financing and leasing costs, net of acdated amortization of $60,950 and $59,360,

respectively

Prepaid expenses and other as

Total Assets

Liabilities, Redeemable Operating Partnership Unitsand Equity:
Mortgages and notes payal
Accounts payable, accrued expenses and otheritied
Financing obligation
Total Liabilities
Commitments and Contingenci
Redeemable Operating Partnership Ur
Common Units, 3,750,679 and 3,793,987 outstandegpectively

Series A Preferred Units (liquidation preferenced®0 per unit), 29,077 and 29,092 shares issue(

outstanding, respective

Series B Preferred Units (liquidation preferenc $2r unit), 0 and 2,100,000 shares issued and

outstanding, respective
Total Redeemable Operating Partnership L
Equity:
Common Units
Generapartner Common Units, 759,213 and 750,757 outstandespectivel
Limited partner Common Units, 71,411,359 and 70,830 outstanding, respective
Accumulated other comprehensive i
Noncontrolling interests in consolidated affiliates

Total Equity
Total Liabilities, Redeemable Operating Partnersbits and Equity

See accompanying notes to consolidated financgsents.
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September 30  December 31
2011 2010

$ 368,94¢ $ 345,08t

3,115,14 2,883,09:

7,57¢ 4,52¢

106,97! 107,10:

3,598,64 3,339,80!

(878,707) (830,15)

2,719,94 2,509,65!

4,99t 8,22t

— 13,607

11,02t 14,19¢

23,23( 4,39¢

23,44 20,71¢

18,70¢ 19,04«

102,33t 93,17¢

98,78 62,45:

129,31: 85,00

38,89¢ 40,20(

$ 3,170,67. $ 2,870,67.

$ 1,893,98 $ 1,522,94!

127,66¢ 106,71t

32,77¢ 33,11«

2,054,42 1,662,77

105,99! 120,83

29,077 29,09:

— 52,50(

135,07: 202,43l

9,80( 10,04

970,36: 994,61

(3,60€) (3,649

4,62: 4,46(

981,18( 1,005,46!

$ 3,170,67. $ 2,870,67
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HIGHWOODS REALTY LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited and in thousands, except per unit anspunt

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

Other income:
Interest and other incon

Loss on debt extinguishme

Income from continuing operations before dispositia of property, condominiums
and investment in unconsolidated affiliates and edty in earnings of
unconsolidated affiliates
Gains on disposition of proper
Gains/(losses) on f-sale residential condominiur
Gains on disposition of investment in unconsolida#iliates
Equity in earnings of unconsolidated affilia

Income from continuing operations

Discontinued operations:

Income from discontinued operatic

Net gains/(losses) on disposition of discontinupdrations

Net income
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliat
Distributions on Preferred Uni

Excess of preferred unit redemption/repurchaseaast carrying valu
Net income available for common unitholders

Earnings per Common Unit- basic:
Income from continuing operations available for coom unitholder:

Income from discontinued operations available fimmon unitholder
Net income available for common unithold
Weighted average Common Units outstan( basic

Earnings per Common Unit- diluted:
Income from continuing operations available for coom unitholder:

Income from discontinued operations available fammon unitholder
Net income available for common unithold
Weighted average Common Units outstanc diluted

Distributions declared per Common Unit

Net income available for common unitholders
Income from continuing operations available for coom unitholder:
Income from discontinued operations available fimmon unitholder

Net income available for common unithold

See accompanying notes to consolidated financgstents.
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Three Months Ended

Nine Months Ended

September 30, September 30,

2011 2010 2011 2010
122,08t $ 115,52¢ $ 354,12: $ 343,79¢
45,95 43,33¢ 128,37¢ 122,77¢
36,32( 34,18: 103,46° 100,08:

2,42¢ — 2,42¢ —
12,28( 8,88: 27,96¢ 24 57¢
96,98( 86,40 262,23¢ 247,43¢
23,35¢ 22,02( 68,721 65,527
80¢€ 85¢& 2,44¢ 2,52¢
22€ 46C 665 1,33(
24,39( 23,33¢ 71,84( 69,38t
1,50¢ 1,70¢ 5,271 4,37¢
— (85 (29 (85
1,50¢ 1,62¢ 5,25: 4,28¢
2,221 7,41(C 25,29¢ 31,26«
262 19 462 55
(47€) 54 (322 407
2,282 — 2,28: 25,33(
1,11: 1,032 3,94¢ 2,70¢
5,40z 8,51¢ 31,66: 59,76
26¢ 272 897 1,237
2,57¢ — 2,57¢ (86)
2,842 272 3,47( 1,147
8,241 8,78¢ 35,13 60,90¢
(249) 14¢€ (559 (281
(627) (1,677) (3,926 (5,03))
— — (1,895 —
7,36¢ $ 7,25¢ 28,75¢ $ 55,59¢
0.0€ $ 0.1C 03 $ 0.72
0.04 — 0.0t 0.0z
0.1C $ 0.1C 0.3¢ $ 0.74
75,85¢ 75,01¢ 75,54¢ 74,94¢
0.0€ $ 0.1C 03z $ 0.72
0.04 — 0.0t 0.0z
0.1C $ 0.1C 0.3¢ $ 0.74
75,99: 75,22¢ 75,71¢ 75,12¢
0.42t $ 0.42¢ 1.278 $ 1.27¢
4,52¢ $ 6,987 25,28¢ $ 54,44¢
2,842 272 3,47( 1,143
7,36¢ $ 7,25¢ 28,75¢ $ 55,59¢
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HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF EQuUITY
Nine Months Ended September 30, 2011 and 2010
(Unaudited and in thousands)

Common Units

Accumulated Noncontrolling

Other Interests in
General Limited Comprehensive Consolidated
Partner Partner Loss Affiliates Total
Balance at December 31, 20 $ 10,04« $ 994,61( $ (3,64¢) $ 4,46( 1,005,461
Issuance of Common Units, r 22C 21,82 — — 22,04
Distributions on Common Unit (962) (95,23 — — (96,197
Distributions on Preferred Uni (39) (3,887) — — (3,926)
Shar-based compensation expel 48 4,72: — — 4,771
Distribution to noncontrolling interests in constated
affiliates — — — (397) (39))
Adjustment of Redeemable Common Units to fair valut
and contributions/distributions from/to the General
Partnetr 144 14,09¢ — — 14,23¢
Net (income) attributable to noncontrolling inteeem
consolidated affiliate (6) (54¢) — 554 —
Comprehensive incom
Net income 351 34,78: — — 35,13¢
Other comprehensive incor — — 42 — 42
Total comprehensive incon 35,17t
Balance at September 30’ 2C $ 9,80( $ 970,36: $ (3,60() $ 4,62: 981,18(
Common Units
Accumulated Noncontrolling
Other Interests in
General Limited Comprehensive Consolidated
Partner Partner Loss Affiliates Total
Balance at December 31, 2C $ 10,48 $ 1,038,320 $ (3,810 $ 5,18: 1,050,18!
Issuance of Common Units, r 21 2,05¢ — — 2,07¢
Distributions on Common Uni (95€) (94,577 — — (95,53
Distributions on Preferred Uni (50 (4,987) — — (5,03))
Share-based compensation expel 51 5,00¢ — — 5,06(
Distribution to noncontrolling interests in constated
affiliates — — — (50€) (50€)
Adjustment of Redeemable Common Units to fair value
and contributions/distributions from/to the General
Partnetr 61 6,071 — — 6,137
Net (income) attributable to noncontrolling inteeei
consolidated affiliate (©) (27¢) — 281 —
Comprehensive incom
Net income 60¢ 60,29¢ — — 60,90¢
Other comprehensive income — — 83¢€ — 83€
Total comprehensive incon 61,74«
1,024,12

Balance at September 30, 2( $ 1021t $ 101192 $ (2,975 $ 4.95¢ $

See accompanying notes to consolidated financgstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF CASH FLows
(Unaudited and in thousands)

Nine Months Ended

September 30,
2011 2010
Operating activities:
Net income $ 35,13 $ 60,90¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 103,59 100,72¢
Amortization of lease incentives and acquisi-related intangible assets and liabilit 1,347 807
Shar-based compensation expel 4,771 5,06(
Allowance for losses on accounts and accrued si-line rents receivabl 1,58¢ 3,60¢
Amortization of deferred financing cos 2,44¢ 2,52¢
Amortization of settled ca-flow hedges (87 262
Impairment of assets held for L 2,42¢ —
Loss on debt extinguishme 24 85
Net (gains)/losses on disposition of prope (3,035 31
(Gains)/losses on f-sale residential condominiur 322 (407)
Gains on disposition of investment in unconsolidailiates (2,287) (25,330)
Equity in earnings of unconsolidated affilia (3,945 (2,705
Changes in financing obligatiol (339 103
Distributions of earnings from unconsolidated &ifiés 3,38: 2,881
Changes in operating assets and liabilit
Accounts receivabl (3,497 (4,689
Prepaid expenses and other as (542) 177)
Accrued straigt-line rents receivabl (9,280) (8,477)
Accounts payable, accrued expenses and otheitied 4,11¢ 7,401
Net cash provided by operating activit 136,15: 142,62¢
Investing activities:
Additions to real estate assets and deferred lgasists (150,55%) (66,370)
Net proceeds from disposition of real estate a: 16,53( 6,801
Net proceeds from disposition of -sale residential condominiur 2,77C 3,73¢
Proceeds from disposition of investment in uncadsoed affiliates 4,75¢ 15,00(
Distributions of capital from unconsolidated atities 1,304 1,591
Repayments of mortgages and notes recei\ 33¢ 231
Investment in and advances to unconsolidated st (39,665 (907)
Changes in restricted cash and other investingities (15,599 2,39¢
Net cash used in investing activiti (180,12 (37,529
Financing activities:
Distributions on Common Unit (96,19 (95,537
Redemptions/repurchases of Preferred L (52,515 —
Distributions on Preferred Uni (3,926 (5,03))
Distributions to noncontrolling interests in condated affiliates (397) (50€)
Net proceeds from the issuance of Common L 22,04: 2,07¢
Borrowings on revolving credit facilit 285,40( 4,00(¢
Repayments of revolving credit facili (150,400 (4,000
Borrowings on mortgages and notes pay: 200,00 10,36¢
Repayments of mortgages and notes pay (156,607) (18,20
Additions to deferred financing costs and otheaficing activities (6,615 (853
Net cash provided by/(used in) financing activi 40,79 (107,689
Net decrease in cash and cash equiva (3,175 (2,587)
Cash and cash equivalents at beginning of the ¢b 14,19¢ 23,51¢
Cash and cash equivalents at end of the pi $ 110208 2093

See accompanying notes to consolidated financgstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF CAsH FLows - Continued
(Unaudited and in thousands)

Supplemental disclosure of cash flow information:

Cash paid for interest, net of amounts capital

Supplemental disclosure of non-cash investing anihfincing activities:

Change in accrued capital expenditures

Write-off of fully depreciated real estate assets

Write-off of fully amortized deferred financing and leagicosts

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

Adjustment of Redeemable Common Units to fair vi

Unrealized gain on tax increment financing bond

Mortgages receivable from seller financing

Assumption of mortgages and notes payable relatedduisition activitie:

See accompanying notes to consolidated financgsents.
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Nine Months Ended
September 30,

2011 2010
$ 69,32 $ 66,43¢

Nine Months Ended

September 30,

2011 2010
$ 3,707 $ 89C
$ 39,03¢ $ 34,70:
$ 13,68: $ 11,521
$ (359 $ 48¢
$ — 4,18¢
$ (14,849 $ (6,476
$ 12¢ $ 471
$ — $ 17,03(
$ 192,36° $ 40,30¢
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HIGHWOODS REALTY LIMITED PARTNERSHIP
NoOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2011
(tabular dollar amounts in thousands, except per ui data)
(Unaudited)
1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING POLICIES
Description of Business

The Company is a fully-integrated, self-administer@nd self-managed equity real estate investmerst ‘REIT”) that provides leasin
management, development, construction and otheéomes+elated services for its properties and for thiadties. The Company conducts virtually
of its activities through the Operating PartnersiipSeptember 30, 2011, the Company and/or the&lipg Partnership wholly owned: 302 $e¥vice
office, industrial and retail properties, comprgi29.2 million square feet; 96 rental residentisitg) 18 forsale residential condominiums; 601 acre
undeveloped land suitable for future developmeitytich 523 acres are considered core holdings;anddditional office property that is conside
completed but not yet stabilized.

The Company is the sole general partner of the &ipgr Partnership. At September 30, 2011, the Compavned all of the Preferred Units ¢
72.2 million, or 95.1%, of the Common Units. Limdtpartners (including one officer and two directofshe Company) own the remaining 3.8 mill
Common Units. Generally, the Operating Partnerghgbligated to redeem each Common Unit at theestof the holder thereof for cash equal tc
value of one share of Common Stock, $.01 par vdlased on the average of the market price for Ghigaling days immediately preceding the nc
date of such redemption provided that the Companits option, may elect to acquire any such Comtdaits presented for redemption for cas
one share of Common Stock. The Common Units owryetthds Company are not redeemable. During the nioetihs ended September 30, 2011
Company redeemed 43,308 Common Units for a likebmarrof shares of Common Stock.

Common Stock Offering

We have entered into equity sales agreements &iibws financial institutions to offer and sellprin time to time, shares of our Common Stoc
means of ordinary brokerg'ansactions on the New York Stock Exchange orretise at market prices prevailing at the time désat prices related
prevailing market prices or at negotiated pricea®otherwise agreed with any of the institutidbsring the third quarter of 2011, we issued 142
shares of Common Stock under these agreementsaaeaage price of $34.21 per share raising netgeds, after sales commissions and expens
$4.8 million.

Basis of Presentation

Our Consolidated Financial Statements are preparednformity with accounting principles genera#lgcepted in the United States of Ame
(“GAAP"). Our Consolidated Statements of Income for the tlarge nine months ended September 30, 2010 wergerkWiom previously report
amounts to reflect those properties sold or helg&be which required discontinued operations prissien.

Our Consolidated Financial Statements include whmined subsidiaries and those entities in whichheae the controlling financial interest.
significant intercompany transactions and accobaige been eliminated. At September 30, 2011 anerker 31, 2010, we were not involved v
any entities that were determined to be varialtler@st entities.

The unaudited interim consolidated financial staet®a and accompanying unaudited consolidated fiakmaformation, in the opinion 1
management, contain all adjustments (including mbrrecurring accruals) necessary for a fair pregemt of our financial position, results
operations and cash flows. We have omitted certates and other information from the interim coitaikd financial statements presented in
Quarterly Report on Form 1Q-as permitted by SEC rules and regulations. TResesolidated Financial Statements should be readnjunction witl
our 2010 Annual Report on Form 10-K.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

1. DESCRIPTION OF BUSINESSAND SIGNIFICANT ACCOUNTING PoLIciES - Continued
Use of Estimates

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

Recently Issued Accounting Standards

Beginning with our Quarterly Report on Form QOfor the three months ended March 31, 2012, wkbeilrequired to enhance our disclosur
assets and liabilities measured at fair value. Tiitudes disclosing any significant transfers lesw Levels 1 and 2 of the fair value hierar
additional quantitative and qualitative informati@garding fair value measurements categorizece®slL3 of the fair value hierarchy and the hierg
classification for items whose fair value is notasled on our Consolidated Balance Sheets butsidodied in our Notes to Consolidated Finai
Statements. Additionally, we will be required t@gent comprehensive income on the face of our didased Statements of Income, which previo
has been disclosed in our Notes to Consolidatea€ial Statements.

2. ReAL ESTATE ASSETS
Acquisitions

In the third quarter of 2011, we acquired alsixtding, 1.54 million square foot office complex Pittsburgh, PA for a purchase price of $1
million. The purchase price included the assumptibsecured debt recorded at fair value of $124ilsom, with an effective interest rate of 4.27
including amortization of deferred financing cosktbis debt matures in November 2017. We expensei ridlion of costs related to this acquisiti
which are included in general and administrativeemse for the three and nine months ended Septe3@b2011.

In the third quarter of 2011, we also acquired 8,800 square foot office building in Atlanta, GArfa purchase price of $78.3 million. 1
purchase price included the assumption of secuedd ekcorded at fair value of $67.9 million, with affective interest rate of 5.45%, includ
amortization of deferred financing costs. This defattures in January 2014. We expensed $0.3 midifocosts related to this acquisition, which
included in general and administrative expenséhferthree and nine months ended September 30, 2011.

The assets acquired and liabilities assumed wergded at preliminary estimates of fair value agieined by management based on informi
available at the acquisition date and on currestiaptions as to future operations. These estinaagesubject to change during the measurement |
upon the completion of acquisition accounting, uidéhg the finalization of asset valuations. Thedieing table sets forth a summary of the prelimy
acquisition purchase price consideration for eaafjontlass of assets acquired and liabilities agsuim the acquisitions discussed above:

Total
Purchase
Price
Consideration
Real estate asse $ 241,60:
Acquisitior-related intangible assets (in deferred financing)leasing costs 39,72
Furniture, fixtures and equipment (in prepaid exg@snand other asse 1,101
Acquisitior-related intangible liabilities (in accounts payaldecrued expenses and other liabilit (15,627
Total consideration $ 266,79
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

2. ReaL ESTATE AsseTs- Continued

The following tables set forth our rental and otferenues and net income, adjusted for interegresgpand depreciation and amortization re
to purchase price allocation, assuming the acipisitdiscussed above both occurred as of the biegifi each annual reporting period:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Proforma rental and other revent $ 133,66¢ $ 129,59( $ 393,64( $ 385,40(
Proforma net incom $ 7,56¢ $ 8,18( $ 32,82: $ 59,12«
Proforma earnings per she basic $ 0.0¢ $ 0.0¢ $ 034 % 0.71
Proforma earnings per she- diluted $ 0.0¢ $ 0.0¢ $ 034 % 0.71

Dispositions

During the third quarter of 2011, we sold an offeperty and adjacent land parcel in one transadti WinstonSalem, NC for gross proceed:
$15.0 million. We recorded gain on disposition @fcentinued operations of $2.6 million and gaindisposition of property of $0.3 million relatec
the office property and land, respectively, in thied quarter of 2011.
Impairments

We recorded impairment of assets held for use af $lllion in the third quarter of 2011 on two @i properties located in Orlando, FL due
change in the assumed timing of future dispositiorpairments can arise from a number of factorspedingly, there can be no assurances that w:
not be required to record additional impairmentrgka in the future.
3. MORTGAGES AND NOTES RECEIVABLE

The following table sets forth our mortgages antesoeceivable:

September 30 December 31

2011 2010
Seller financing (first mortgage $ 17,18( $ 17,18(
Less allowanci — —
17,18( 17,18(
Promissory note 2,071 2,732
Less allowanc (545) (868
1,52¢ 1,86¢
Mortgages and notes receivable, $ 18,70¢ $ 19,04
The following table sets forth our notes receivadllewance, which relates only to promissory notes:
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Beginning notes receivable allowar $ 617 $ 771 $ 86¢ $ 69¢
Bad debt expens — 24C 184 32¢
Write-offs (D) (6) (36%) (12)
Recoveries/othe @) (59 (142 (65
Total notes receivable allowan $ 54t $ 95C $ 54t $ 95C
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NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

3. MORTGAGES AND NOTES RECEIVABLE - Continued

Our mortgages and notes receivable consists ptimafriseller financing issued in conjunction witld disposition transactions in the sec
quarter of 2010. As of September 30, 2011, theraotial payments on both mortgages receivable wenent and there were no indication:
impairment on the receivables.

4, INVESTMENT IN AND ADVANCES TO UNCONSOLIDATED AFFILIATES

We have equity interests of 50.0% or less in varipint ventures with unrelated third parties ardeat interest in one of those joint venture:
described below. The following table sets forth ¢benbined, summarized income statements for ournsalidated joint ventures:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Income Statements
Revenues $ 24,61¢ $ 25,50¢ $ 72,57¢ $ 90,77
Expenses:
Rental property and other expen 10,23¢ 12,09¢ 31,76¢ 43,75
Depreciation and amortizatic 6,431 6,36 18,73¢ 23,00¢
Interest expens 5,80z 5,907 17,31( 21,31:
Total expense 22,47¢ 24,36 67,81 88,06
Net income $ 2,14( $ 1,14:] $ 4,765 $ 2,70_1
Our share of:
Depreciation and amortization of real estate a $ 2,02¢ $ 2,07¢ $ 6,07¢ $ 8,07%
Interest expens $ 1,942 $ 2,16¢ $ 6,09t $ 8,294
Net income $ 44¢ $ 454 $ 2,14: $ 98¢
Our share of net incorr $ 44¢ $ 454 $ 2,14: $ 98¢
Purchase accounting and management, leasing aedfe#s adjustmen 665 S7¢ 1,802 1,71¢
Equity in earnings of unconsolidated affilia $ 111t $ 103§ 39408 2,70¢

In the third quarter of 2011, our joint venture tpar exercised its option to acquire our 10.0% tyquiterest in the HIW Development B, LI
joint venture, which recently completed construttad a buil-to-suit office property in Charlotte, NC. As a reswe received gross proceeds of ¢
million and recorded a gain on disposition of inmesnt in unconsolidated affiliate related to thierohant build project of $2.3 million in the th
quarter of 2011.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

NoTES To CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

5. INTANGIBLE ASSETSAND LIABILITIES

The following table sets forth total intangible etssand liabilities, net of accumulated amortizatio

Assets:
Deferred financing cos
Less accumulated amortizati

Deferred leasing costs (including lease incentared acquisitio-related intangible assel

Less accumulated amortizati

Deferred financing and leasing costs,

Liabilities (in accounts payable, accrued expensesd other liabilities):
Acquisitior-related intangible liabilitie
Less accumulated amortizati

The following table sets forth amortization of in¢gble assets and liabilities:

Amortization of deferred financing cos

Amortization of deferred leasing costs and acqgois-related intangible assets 1
depreciation and amortizatio

Amortization of lease incentives (in rental andestlevenues

Amortization of acquisitio-related intangible assets (in rental and othermees)

Amortization of acquisitio-related intangible liabilities (in rental and othievenues

September 30 December 31
2011 2010

$ 19,16¢ $ 16,41:
(6,197 (7,054

12,97¢ 9,35¢

171,09: 127,94¢
(54,758 (52,306
116,33 75,64:

$ 129,31 $ 85,001
$ 16,45 $ 65¢
(425 (125)

$ 16,03( $ 532

Three Months Ended Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
$ 80€ $ 85¢ $ 2,44¢ $ 2,52¢
$ 5,18t $ 391 $ 13,94f $ 11,49t
$ 36¢ $ 27C $ 1,00¢ $ 807
$ 24C $ 20C $ 61¢ $ 31¢
$ (22¢9) $ 2n s (280 $ (69)

The following table sets forth scheduled future aimation of intangible assets and liabilities:

Amortization
of Deferred

Leasing Cost: Amortization Amortization

and of of
Acquisition- Acquisition-  Acquisition-
Related Amortization Related Related
Intangible of Lease Intangible Intangible
Amortization  Assets (in Incentives Assets (in  Liabilities (in
of Deferred Depreciation  (in Rental Rentaland  Rental and
Financing and and Other Other Other
Costs Amortization) Revenues) Revenues) Revenues)
October 1, 2011 through December 31, 2 $ 931 $ 6,265 $ 32 $ 271 $ (147
2012 3,19: 22,60« 1,23¢ 1,04¢ (55€)
2013 2,95¢ 17,84¢ 1,08( 80z (542)
2014 2,66( 13,60¢ 91z 50t (467)
2015 2,064 9,95( 69t 33t (421)
Thereafter 1,17 35,21« 2,53¢ 1,10 (13,909
$ 12,97¢ $ 105,48¢ $ 6,781 $ 4,06t $ (16,030)
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(tabular dollar amounts in thousands, except per uit data)

5. NTANGIBLE ASSETSAND LIABILITIES - Continued

The weighted average remaining amortization perfodsieferred financing costs, deferred leasingscasd acquisitiomelated intangible ass:
(in depreciation and amortization), lease incemstifie rental and other revenues), acquisitielated intangible assets (in rental and othermess) an
acquisitionrelated intangible liabilities (in rental and othrewenues) were 3.9 years, 6.4 years, 8.1 yedsjears and 8.8 years, respectively, ¢
September 30, 2011.

In connection with the acquisitions of office projes in Atlanta, GA and Pittsburgh, PA in the thquarter of 2011, we recorded $1.6 milliol
above market lease intangible assets, $38.1 mitlfan-place lease intangible assets and $15.6 millidoetdw market lease intangible liabilities w
weighted average amortization periods of 5.4 ydaisyears and 8.8 years, respectively.

6. MORTGAGES AND NOTES PAYABLE

The following table sets forth our consolidated tgages and notes payable:

September 30 December 31

2011 2010
Secured indebtedness $ 937,84t $ 754,39¢
Unsecured indebtedness 956,13! 768,54t
Total mortgages and notes paya $ 189398 $ 152294

At September 30, 2011, our secured mortgage loans secured by real estate assets with an aggneggépreciated book value of $1.5 billion.

In the third quarter of 2011, we obtained a new5$@million unsecured revolving credit facility, weh replaced our previously existing $4C
million revolving credit facility. Our new revolvin credit facility is originally scheduled to matuoa July 27, 2015. Assuming no defaults
occurred, we have an option to extend the matdioityan additional year. The new credit facility imges an accordion feature that allows fo
additional $75.0 million of borrowing capacity sabf to additional lender commitments. The interas¢ on the new facility at our current cr
ratings is LIBOR plus 150 basis points and the ahfacility fee is 35 basis points. The intereserand facility fee under the new facility are lthee
the higher of the publicly announced ratings fromddy’s Investors Service or Standard & PsoiThe financial and other covenants under the
facility are substantially the same as our previorglit facility. There was $165.0 million and $33'million outstanding under our revolving cre¢
facility at September 30, 2011 and October 20, 20&spectively. At both September 30, 2011 and kot@0, 2011, we had $0.2 million
outstanding letters of credit, which reduces thailaility on our revolving credit facility. As aesult, the unused capacity of our revolving ci
facility at September 30, 2011 and October 20, 2044 $309.8 million and $127.8 million, respectyel

Our secured construction facility, which has $5gillion outstanding at September 30, 2011, is solelito mature on December 20, 2(
Assuming no defaults have occurred, we have thiemopd extend the maturity date for an additionaé-gear period. The interest rate is LIBOR
85 basis points.

We are currently in compliance with the debt covesand other requirements with respect to ourtanding debt.
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7. NDONCONTROLLING INTERESTS
Noncontrolling Interests in Consolidated Affiliates

At September 30, 2011, noncontrolling interesteansolidated affiliates relates to our joint veetwartners 50.0% interest in office propert
located in Richmond, VA. Our joint venture partigean unrelated third party.

8. DscLosURE ABOUT FAIR VALUE OF FINANCIAL |INSTRUMENTS

The following summarizes the three levels of inghtst we use to measure fair value, as well ass$Bets, noncontrolling interests in the Oper:
Partnership and liabilities that we recognize atvalue using those levels of inputs.

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

Our Level 1 assets are investments in marketalolerisies which we use to pay benefits under our-qoalified deferred compensation plan.
Level 1 noncontrolling interests in the OperatiragtRership relate to the ownership of Common Upjtwarious individuals and entities other thar
Company. Our Level 1 liability is our non-qualifieleéferred compensation obligation.

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

We had no Level 2 assets or liabilities at botht&aper 30, 2011 and December 31, 2010.

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

Our Level 3 assets are our tax increment finantiogd, which is not routinely traded but whose fatue is determined using an estimat
projected redemption value based on quoted biddasks for similar unrated municipal bonds, and sstate assets recorded at fair value on a non
recurring basis as a result of our quarterly impaint analysis, which were valued using broker apisiof value, substantiated by internal cash
analyses.

The following tables set forth the assets, nonatlirig interests in the Operating Partnership dability that we measure at fair value by le
within the fair value hierarchy. We determine thed| based on the lowest level of substantive inged to determine fair value.

September 30
2011 Level 1 Level 3
Assets:
Marketable securities of n-qualified deferred compensation plan (in prepaidesses and oth
assets $ 291¢ $ 2,91¢ $ —
Tax increment financing bond (in prepaid expensesather asset: 15,82¢ — 15,82¢
Impaired real estate assets 7,772 — 7,772
Tota| Assets $ 26,51$ $ 2,915 $ 23,60(
Liability:
Non-qualified deferred compensation obligation (in acds payable, accrued expenses and
liabilities) $ 2,91¢ $ 2,91¢ $ —
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8. DscLosuRE ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued
December 31
2010 Level 1 Level 3
Assets:
Marketable securities of n-qualified deferred compensation plan (in prepaidesses and oth
assets $ 3,47¢ $ 3,47¢ $ —
Tax increment financing bond (in prepaid expensesather assets) 15,69¢ — 15,69¢
Total Assets $ 19,172 $ 3,47E $ 15,695
Liability:
Non-qualified deferred compensation obligation (in acds payable, accrued expenses and
liabilities) $ 4,091 $ 4,091 $ —
The following table sets forth our Level 3 asset:
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Asset:
Tax Increment Financing Bond
Beginning balanc $ 15,22¢ $ 17,017 $ 15,69¢ $ 16,87:
Unrealized gain (in AOCL 60C 32t 12¢ 471
Ending balanci $ 15,822 $ 17,34: $ 15,82{ $ 17,34:

We own a tax increment financing bond associated wiproperty developed by us. This bond amortigematurity in 2020. The estimated -
value at September 30, 2011 was $2.4 million belmvoutstanding principal due on the bond. If theddyto-maturity used to fair value this bond \
100 basis points higher or lower, the fair valueti® bond would have been $0.6 million lower orhigig respectively, as of September 30, 2
Currently, we intend to hold this bond and havectated that we will not be required to sell thimddefore recovery of the bond principal. Payr
of the principal and interest for the bond is gaéead by us and, therefore, we have recorded it dosses related to the bond in the three and
months ended September 30, 2011 and 2010. Tharelégal right of offset with the liability, whiclwe report as a financing obligation, related t@
tax increment financing bond.

The following table sets forth the carrying amouantsl fair values of our financial instruments nisctbsed elsewhere in this Quarterly Repol
Form 10-Q:

Carrying

Amount Fair Value
September 30, 201.
Mortgages and notes receiva $ 18,70¢ $ 19,09/
Mortgages and notes payal $ 189398 $ 1,987,98
Financing obligation $ 32,77 $ 21,25:
December 31, 201!
Mortgages and notes receivable $ 19,04« $ 19,09
Mortgages and notes payable $ 152294 $ 158151
Financing obligations $ 33,11« $ 23,88(
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8. DscLosURE ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS — Continued

The fair values of our mortgages and notes rec@@yahortgages and notes payable and financing atidigs were estimated using the incom
market approaches to approximate the price thaldvoe paid in an orderly transaction between maplsticipants on the respective measurel
dates. The carrying values of our cash and caskvagots, restricted cash, accounts receivable ketalble securities of nogualified deferre
compensation plan, tax increment financing bondrasrdqualified deferred compensation obligationexgeal to or approximate fair value.

9. S$ARE-BASED PAYMENTS

During the nine months ended September 30, 2081Cthmpany granted 146,581 stock options with amcesesprice equal to the closing mai
price of a share of its Common Stock on the datgraft. The fair value of each option grant ismeated on the date of grant using the Bl&dkole
option pricing model, which resulted in a weightagtrage grant date fair value per share of $6.47inD the nine months ended September 30, .
the Company also granted 76,966 shares of timedb@stricted stock and 57,386 shares of total mdbased restricted stock with weighted ave
grant date fair values per share of $33.70 andO24Xespectively. We recorded stdoised compensation expense of $1.3 million and $ill®n
during the three months ended September 30, 20812840, respectively, and $4.8 million and $5.1lionl during the nine months enc
September 30, 2011 and 2010, respectively. At &ape 30, 2011, there was $6.9 million of total wognized stockased compensation costs, wi
will be recognized over a weighted average remgisgrvice period of 2.2 years.

10. (OMPREHENSIVE INCOME AND ACCUMULATED OTHER COMPREHENSIVE L0OSs

The following table sets forth the components ahpeehensive income:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Net income $ 8,24¢ $ 8,78¢ $ 35,13! $ 60,90¢
Other comprehensive incorr
Unrealized gain on tax increment financing b 60C 32t 12¢ 471
Amortization of settled ca-flow hedges (30) (25) (87 262
Sale of cash-flow hedge related to dispositiomg&stment in unconsolidated
affiliate — — — 10z
Total other comprehensive incor 57C 30C 42 83¢
Total comprehensive incon $ 8,81¢ $ 9,08¢ $ 35,17t $ 61,74«

The following table sets forth the components afusculated other comprehensive loss (“AOCL"):

September 30 December 31

2011 2010
Tax increment financing bond $ 2,41 $ 2,54:
Settled cas-flow hedges 1,198 1,10t
Total accumulated other comprehensive $ 3,60¢ $ 3,64¢
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11. DscoNTINUED OPERATIONS

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

Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Rental and other revenues $ 48C $ 53t $ 159 $ 3,092
Operating expenses
Rental property and other expen 211 16€ 57C 1,21¢
Depreciation and amortizatic — 98 127 647
Total operating expens: 211 264 697 1,861
Other income — 1 1 2
Income from discontinued operations 26¢ 272 897 1,23:
Net gains/(losses) on disposition of discontinupdrations 2,57 — 2,57 (86)
Total discontinued operations $ 284 $ 27z $  347C % 1147
The following table sets forth the major classeagssfets and liabilities of the properties clasgifie held for sale:
September 30 December 31
2011 2010
Assets:
Land $ — $ 2,78¢
Buildings and tenant improvements — 12,70%
Land held for development — 2,76¢
Total real estate assets — 18,26:
Less accumulated depreciation — (5,015
Net real estate ass¢ — 13,24¢
Deferred leasing costs, r — 58
Accrued straight line rents receival — 257
Prepaid expenses and other assets — 43
Real estate and other assets, net, held for s: $ — $ 13,60:
$ — $ 11

Tenant security deposits, deferred rents and adaosts(1)

(1) Included in accounts payable, accrued expensesthed liabilities.
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12. EARNINGS PER UNIT

The following table sets forth the computation asic and diluted earnings per Common Unit:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Earnings per Common Unit- basic:
Numerator:
Income from continuing operatiol $ 540z $ 851¢ $ 3166! $ 59,76
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliates fr
continuing operation (249) 14¢ (554) (281)
Distributions on Preferred Uni (627) (1,677) (3,92¢) (5,03))
Excess of Preferred Unit redemption/repurchasemast carrying valus — — (1,895 —
Income from continuing operations available for coom unitholder 4 52¢ 6,987 25,28¢ 54,44¢
Income from discontinued operations 2,84 272 3,47(C 1,14
Net income available for common unithold $ 7368 % 7,25¢ $ 2875t $§ 5559
Denominator:
Denominator for basic earnings per Common |- weighted average uni 75,85t 75,01¢ 75,54¢ 74,941
Earnings per Common Ur- basic:
Income from continuing operations available for coom unitholder: $ 0.0¢ $ 0.1C $ 03z $ 0.7z
Income from discontinued operations available fwnmon unitholder 0.04 — 0.0t 0.0z
Net income available for common unithold $ 01C $ 0.1C $ 03¢ $ 0.74
Earnings per Common Unit- diluted:
Numerator:
Income from continuing operatiol $ 540z $ 851t $ 31,66 $ 59,76
Net (income)/loss attributable to noncontrollingeirests in consolidated affiliates fre
continuing operation (249) 14¢€ (554) (281)
Distributions on Preferred Uni (627) (1,677 (3,92¢) (5,03))
Excess of Preferred Unit redemption/repurchasemast carrying valu = — (1,895 —
Income from continuing operations available for coom unitholder: 4 52¢ 6,987 25,28¢ 54,44¢
Income from discontinued operations 2,84 272 3,47( 1,143
Net income available for common unithold $ 7368 S 7,25¢ $  2875¢ $ 5559
Denominator:
Denominator for basic earnings per Common weighted average uni 75,85 75,01¢ 75,54¢ 74,94¢
Add:
Units options using the treasury method 13€ 21C 16¢ 183
Denominator for diluted earnings per Common |- adjusted weighted average ur .
and assumed conversic() 75,99: 75,22¢ 75,71¢ 75,12¢
Earnings per Common Ur- diluted:
Income from continuing operations available for coom unitholder: $ 0.0¢ $ 0.1C $ 03z $ 0.7z
Income from discontinued operations available fimmon unitholder 0.04 — 0.0¢ 0.0z
Net income available for common unithold $ 01C $ 01C $ 03¢ $ 0.74

1) There were 0.4 million and 0.7 million options datgling during the three months ended Septembe&(d, and 2010, respectively, and
million and 0.7 million options outstanding duritige nine months ended September 30, 2011 and 2&&dikctively, that were not includec
the computation of diluted earnings per share bee#uwe impact of including such options would bg-dilutive.
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13. $GMENT INFORMATION

The following table summarizes the rental and otleeenues and net operating income, the primarysimg propertylevel performance met
which is defined as rental and other revenuesrizgsl property and other expenses, for each rejplersegment:

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 13,04 $ 11,86¢ $ 37,29 $ 36,06¢
Greenville, SC 3,617 3,31¢ 10,56¢( 10,43¢
Kansas City, MC 3,55¢ 3,677 10,80: 11,04«
Memphis, TN 10,27( 9,697 30,45( 24,88¢
Nashville, TN 15,59¢ 14,59¢ 45,57¢ 44 56:
Orlando, FL 2,677 2,92( 7,61¢ 8,98t
Piedmont Triad, N( 4,91¢ 5,27( 15,54¢ 16,03«
Pittsburgh, P2 1,582 — 1,582 —
Raleigh, NC 20,05: 18,84: 59,47: 56,17+
Richmond, VA 13,37¢ 12,20¢ 36,43 35,48t
Tampa, FL 17,77¢ 17,83( 52,02¢ 53,80"
Total Office Segmer 106,46 100,21¢ 307,35 297,48
Industrial:
Atlanta, GA 3,97¢ 3,66( 11,93¢ 11,477
Piedmont Triad, NC 3,151 3,25¢ 8,95¢ 9,32¢
Total Industrial Segme 7,12; 6,91¢ 20,89: 20,80:
Retail:
Kansas City, MO 8,49: 8,10¢ 25,59¢ 24,54
Total Retail Segmer 8,49 8,10¢ 25,59/ 24,54;
Residential
Kansas City, MO = 28€ 284 96¢
Total Residential Segme — 28¢ 284 96¢
Total Rental and Other Revenues $ 122,08‘ $ 115,52E $ 354,12: $ 343,79(
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13. 8GMENT INFORMATION — Continued
Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Net Operating Income: (1)
Office:
Atlanta, GA $ 8,05¢ $ 7,38t $ 23,51¢ $ 22,87(
Greenville, SC 2,09¢ 1,85¢ 6,23¢ 6,31:
Kansas City, MC 2,02t 2,15¢ 6,24¢ 6,70¢
Memphis, TN 5,70: 5,50¢ 16,91¢ 15,02¢
Nashville, TN 10,257 9,48¢ 30,22t 29,45(
Orlando, FL 1,37¢ 1,55/ 3,83( 4,89¢
Piedmont Triad, N( 2,89¢ 3,48¢ 9,94t 10,58¢
Pittsburgh, P£ 897 — 897 —
Raleigh, NC 13,91¢ 12,527 41,39: 38,24:
Richmond, VA 7,77¢ 7,631 23,85¢ 24,00¢
Tampa, FL 11,01 10,90( 32,19: 32,74
Total Office Segmer 66,02¢ 62,49, 195,26( 190,83°
Industrial:
Atlanta, GA 2,861 2,49: 8,69¢ 8,06:
Piedmont Triad, NC 2,25: 2,45¢ 6,58 6,84(
Total Industrial Segmet 5,114 4,951 15,28( 14,90¢
Retail:
Kansas City, MO 5,031 4,57: 15,14¢ 14,68t
Total Retail Segmer 5,031 4 57: 15,14¢ 14,68¢
Residential
Kansas City, MQ2) (34) 16¢€ 58 59t
Total Residential Segme (34) 16¢ 58 59¢
Total Net Operating Income 76,13 72,18¢ 225,74« 221,02(
Reconciliation to income from continuing operationsefore disposition of
property, condominiums and investment in unconsolidted affiliates and
equity in earnings of unconsolidated affiliates
Depreciation and amortizatic (36,32() (34,189 (103,46°) (200,08:)
Impairment of assets held for L (2,429 — (2,429 —
General and administrative expel (12,280) (8,887 (27,964 (24,579
Interest expens (24,390 (23,339 (71,840 (69,385
Interest and other incon 1,50¢ 1,62/ 5,25: 4,28¢
Income from continuing operations before dispositid property, condominiums an
investment in unconsolidated affiliates and eqintgarnings of unconsolidated
affiliates $ 2,22] $ 7,41( $ 25,29( $ 31,26Z
1) Net of discontinued operatior
2) Negative NOI with no corresponding revenues reprssexpensed real estate taxes and other carrgistg with little or no correspondi
revenue
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14. SBSEQUENT EVENTS

On October 3, 2011, we repaid the remaining balaf&i84.4 million of a secured mortgage loan bepmmterest of 7.05% that was schedule
mature in January 2012. We incurred no penaltytedlto this early repayment.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company is a fully integrated, self-administieaed selfmanaged equity REIT that provides leasing, managgrdevelopment, constructi
and other customeelated services for our properties and for thiadtips. The Company conducts virtually all of itdities through the Operatil
Partnership and is its sole general partner. Ate3eper 30, 2011, we owned or had an interest iniB3ervice office, industrial and retail propert
encompassing approximately 34.5 million square, fe@ktch includes one completed but not yet stagdlinffice property aggregating 117,000 sqg
feet, one office property under development agdireg#®0,000 square feet and a 12.5% interest i61a0D0 square foot office property directly ow
by the Company (included in the Company’s Constdidd-inancial Statements, but not included in tper@ting Partnershig’Consolidated Financ
Statements); 18 fosale residential condominiums and 96 rental resialeanits. We are based in Raleigh, North Cargliaad our properties a
development land are located in Florida, GeorgiassMsippi, Missouri, North Carolina, Pennsylvaniguth Carolina, Tennessee and Virgi
Additional information about us can be found on website at www.highwoods.coninformation on our website is not part of thisa@erly Report.

You should read the following discussion and arialirs conjunction with the accompanying Consolidaénancial Statements and related n

contained elsewhere in this Quarterly Report.
DiSCLOSURE REGARDING FORWARD-L OOKING STATEMENTS

Some of the information in this Quarterly Reportyncantain forwardeoking statements. Such statements include, itiqoéar, statements abc
our plans, strategies and prospects under thisoseahd under the heading “Business.” You can iflefbrward-ooking statements by our use
forward-looking terminology such as “may,” “will;"expect,” “anticipate,” “estimate,” “continuedr other similar words. Although we believe that
plans, intentions and expectations reflected isuggested by such forwahloeking statements are reasonable, we cannot agsuré¢hat our plan
intentions or expectations will be achieved. Whensidering such forwartboking statements, you should keep in mind théofghg importan
factors that could cause our actual results tediffaterially from those contained in any forwavdHing statement:

« the financial condition of our customers could demte;

« we may hot be able to lease or release secondajemespace, defined as previously occupied sgatebecomes available for lease, qui
or on as favorable terms as old lea:

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

« we may not be able to complete development, adgprisreinvestment, disposition or joint venturejpcts as quickly or on as favorable te
as anticipatec

« development activity by our competitors in our &kig markets could result in an excessive supplgfti€e, industrial and retail propert
relative to customer demar

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

« Wwe may not be able to meet our liquidity requiretaesr obtain capital on favorable terms to fund warking capital needs and grou
initiatives or to repay or refinance outstandingtdgpon maturity; an

« the Company could lose key executive officers.
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This list of risks and uncertainties, however, @ imtended to be exhaustive. You should also wevhe other cautionary statements we mal
the section entitled “ltem 1A. Risk Factors” settli in our Quarterly Report on Form T®for the three months ended June 30, 2011. Gives
uncertainties, you should not place undue reliaortdorwardiooking statements. We undertake no obligation ubliply release the results of ¢
revisions to these forward-looking statements tieceany future events or circumstances or teefthe occurrence of unanticipated events.

EXECUTIVE SUMMARY
Our Strategic Plan focuses on:
« owning high-quality, differentiated real estateedssn the better submarkets in our core markets;

« improving the operating results of our existing gedies through concentrated leasing, asset mareagecost control and customer ser
efforts;

« developing and acquiring office properties in kafilli submarkets that improve the overall qualitiy aur portfolio and generate attract
returns over the lor-term for our stockholder:

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

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

The key components affecting our rental and otheemues are average occupancy, rental rates, nedogenents placed in service, acquisiti
and dispositions. Average occupancy generally agae during times of improving economic growthpasability to lease space outpaces vaca
that occur upon the expirations of existing leagegrage occupancy generally declines during tiofedower economic growth, when new vacan
tend to outpace our ability to lease space. Assgtisitions, dispositions and new developmentsquldo service directly impact our rental rever
and could impact our average occupancy, dependiog the occupancy rate of the properties that egeieed, sold or placed in service. A furt
indicator of the predictability of future revenuissthe expected lease expirations of our portfolie.a result, in addition to seeking to increase
average occupancy by leasing current vacant speralso must concentrate our leasing efforts oaw@nry leases on expiring space.

Whether or not our rental revenue tracks averagamancy proportionally depends upon whether remtieunew leases signed are higher or I
than the rents under the previous leases. The Anediaental revenues from second generation lesigagd during any particular year is generallg
than 15% of our total annual rental revenues. Ruthe third quarter of 2011, we leased 1.1 millgouare feet of second generation office sj
defined as space previously occupied under our shifethat becomes available for lease, with a hteid) average term of 5.4 years. On ave
tenant improvements for such leases were $13.35qeare foot, lease commissions were $3.43 perasdaat and rent concessions were $3.6¢
square foot. GAAP base rents under such leases# 828 per square foot, or 1.4% higher than upderious leases.

We strive to maintain a diverse, stable and cregtiffay customer base. We have an internal guidelihereby customers that account for n
than 3% of our revenues are periodically reviewétth whe Companys Board of Directors. Currently, no customer act¢sdor more than 3% of o
annualized revenues other than the federal goverhmdich accounts for 8.9% of our annualized rexsn and AT&T, which accounts for 3.3%
our annualized revenues.
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Our expenses primarily consist of rental propentpemses, depreciation and amortization, general aministrative expenses and inte
expense. From time to time, expenses also inclogmirments of assets held for use. Rental propetpenses are expenses associated wit
ownership and operation of rental properties amdude expenses that vary somewhat proportionatelgctupancy levels, such as common
maintenance and utilities, and expenses that doargtbased on occupancy, such as property tax@ganrance. Depreciation and amortization
non-cash expense associated with the ownership opreperty and generally remains relatively consiséath year, unless we buy, place in servi
sell assets, since we depreciate our propertiesedatbd building and tenant improvement asseta stmaightine basis over a fixed life. General i
administrative expenses, net of amounts capitglizedsist primarily of management and employeerigslaand other personnel costs, corpc
overhead and long-term incentive compensation.

We anticipate commencing up to $50.0 million of néewelopment in the remainder of 2011. Any suchegts would not be placed in sery
until 2012 or beyond. We also anticipate sellingtap$ 75.0 million of norcore properties in the remainder of 2011. We intémdnaintain
conservative and flexible balance sheet that allowsto capitalize on favorable development and iadtpn opportunities as they arise. As
September 30, 2011, our mortgages and notes paygivkesented 46.8% of the undepreciated book \loar total assets.

RESULTS OF OPERATIONS

Results for the three and nine months ended Septedi) 2010 were revised from previously reportatbants to reflect in discontinu
operations the operations for those properties @olld for sale subsequent to that date whichired discontinued operations presentation.

Three Months Ended September 30, 2011 and 2010
Rental and Other Revenues

Rental and other revenues from continuing operatigere 5.7% higher in the third quarter of 2011 pared to the third quarter of 2010 due
$4.4 million contribution from recently acquiredoperties and new developments recently placedriiceeand $2.2 million from our same propt
portfolio (those assets owned from January 1, 201%eptember 30, 2011). Rental and other revemoes ¢ontinuing operations of our same prog
portfolio were higher primarily due to an improvamhén same property average occupancy of 90.2%ndutie third quarter of 2011 compares
89.5% during the third quarter of 2010. We expectal and other revenues for the remainder of 2@djusted for any discontinued operations
additional acquisition activities, to be higher quared to the same period in 2010 primarily duedotribution from recently acquired propert
particularly Riverwood 100 in Atlanta and PPG Plac®ittsburgh.

Operating Expenses

Rental property and other expenses were 6.2% highttre third quarter of 2011 compared to the ttgedirter of 2010 due to a $2.0 mill
contribution from recently acquired properties ravelopments recently placed in service. Operatiaggin, defined as rental and other revenue:
rental property and other expenses expressed asanpage of rental and other revenues, was loing2.8% in the third quarter of 2011 compare
62.5% in the third quarter of 2010. We expect reptaperty and other expenses for the remaind&0dfl, adjusted for any discontinued opera
and additional acquisition activities, to be highempared to the same period in 2010 primarily duecent development and acquisition activities.

Depreciation and amortization was 6.3% higher etttird quarter of 2011 compared to the third qerast 2010 primarily due to recent acquisi
and development activities. We expect depreciaggpense for the remainder of 2011, adjusted for @isgontinued operations and additic
acquisition activity, to be similarly higher.

Impairment of assets held for use was $2.4 milliothe third quarter of 2011 resulting from a chamy the assumed timing of future disposi

of two office properties located in Orlando, FL.€Fa was no impairment of assets held for use inhing quarter of 2010. Impairments can arise |
a number of factors; accordingly, there can bessuances that we will not be required to recoditehal impairment charges in the future.
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General and administrative expenses were $3.3omilligher in the third quarter of 2011 comparedtht third quarter of 2010 primarily due
acquisition costs relating to our Riverwood 100 #RIG Place acquisitions and dead deal costs mglatithe termination of a proposed Kansas
office project that were expensed in the third tpranf 2011, partly offset by lower deferred comgeion expense caused by an decreased value
marketable securities held under our deferred cosgt®n plan. We expect general and administraipenses for the remainder of 2011, adjuste
changes in deferred compensation expense causeldanges in the value of marketable securities hetter our deferred compensation plan, t
lower than the same period in 2010 primarily duentanagemens’ continuing efforts to reduce general and admtise expenses. Changes in
value of marketable securities are fully offsebther income and therefore do not impact net income

I nterest Expense

Interest expense was 4.5% higher in the third q@uarft 2011 compared to the third quarter of 20litharily due to higher average debt balai
from the assumption of debt with respect to oungtion activities, partly offset by lower averageerest rates. We expect interest expense fc
remainder of 2011, adjusted for any additional &itjan activities, to be relatively unchanged frdine same period in 2010 as the higher average
balances will be offset by lower average interesés from the early repayment of a secured mortzaye bearing interest at 7.05% in the fo
quarter of 2011.

Gains on Disposition of I nvestment in Unconsolidated Affiliates

Gains on disposition of investment in unconsolidaéfiliates were $2.3 million higher in the thigdiarter of 2011 as compared to the third qu
of 2010 due to our joint venture partner exercistagption to acquire our 10.0% unconsolidatedtgqoterest in the HIW Development B, LLC jo
venture, which recently completed construction btidd-to-suit office property in Charlotte, NC.

Discontinued Operations

Discontinued operations were $2.6 million highethe third quarter of 2011 as compared to the thudrter of 2010 due primarily to the g
recorded on disposition of an office property innéton-Salem, NC in the third quarter of 2011.

Dividends on Preferred Stock

Dividends on preferred stock were $1.1 million lowethe third quarter of 2011 as compared to kil tquarter of 2010 due to the redemptio
our remaining 8.0% Series B Cumulative RedeematdfeRed Shares in the second quarter of 2011.

Nine Months Ended September 30, 2011 and 2010
Rental and Other Revenues

Rental and other revenues from continuing operatioare 3.0% higher in the nine months ended Septe8) 2011 as compared to the s
period in 2010 due to a $9.3 million contributionrh recently acquired properties and developmesntly placed in service and $1.1 million hig
revenue in our same property portfolio revenue. €ame property portfolio revenue increased duentmerease in same property average occuy
to 90.2% for the nine months ended September 30, #Om 89.6% for the nine months ended Septembe?@10 and lower allowance for losse:
accounts and accrued straight-line rents receiyahblgly offset by lower termination fees and lowest recovery income.

Operating Expenses
Rental property and other expenses were 4.4% hightee nine months ended September 30, 2011 aparewh to the same period in 2010 d
a $3.9 million contribution from recently acquirptbperties and developments recently placed ineeand $1.5 million increase in our same proy

portfolio operating expenses from higher real estitxes and utilities. Operating margin was lower63.8% in the nine months enc
September 30, 2011 as compared to 64.2% in the pariag in 2010.
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Depreciation and amortization was 3.4% higher enrime months ended September 30, 2011 as comjuatieel same period in of 2010 prima
due to recent acquisition and development actaitie

Impairment of assets held for use was $2.4 miliiothe nine months ended September 30, 2011 dumeirment charge recorded in the tl
guarter of 2011 resulting from a change in the m&slitiming of future disposition of two office preties located in Orlando, FL. There was
impairment of assets held for use in the nine moetided September 30, 2010. Impairments can aosed number of factors; accordingly, there
be no assurances that we will not be requireddorceadditional impairment charges in the future.

General and administrative expenses were $3.6omiligher in the nine months ended September 30, 28 compared to the same peric
2010 primarily due to higher acquisition and deedldaosts, partly offset by lower deferred compgasaxpense caused by an decreased value
marketable securities held under our deferred cosgten plan.

I nterest Expense

Interest expense was 3.5% higher in the nine mosrtided September 30, 2011 as compared to the semoel n 2010 primarily due to higr
average debt balances with respect to our acquisatitivities, partly offset by lower average ietgrrates.

Equity in Earnings of Unconsolidated Affiliates

Equity in earnings of unconsolidated affiliates wis2 million higher in the nine months ended Seliter 30, 2011 as compared to the <
period in 2010 due primarily to a one-time addiéibtax increment financing income recorded by oheun unconsolidated joint ventures.

Gains on Disposition of I nvestment in Unconsolidated Affiliates

Gains on disposition of investment in unconsolidaéiliates were $23.0 million lower in the nineonths ended September 30, 2011 as com
to the same period in 2010 due to the dispositfoouo equity interests in a series of unconsolidgtent ventures relating to properties in Des Mxs
IA in the second quarter of 2010, offset by thgdgtion of our interest in HIW Development B, LliCthe third quarter of 2011. This also resulte
a corresponding reduction in net income attribigablnoncontrolling interests in the Operating Renghip.
Discontinued Operations

Discontinued operations were $2.3 million highertiie nine months ended September 30, 2011 as cethparthe same period in 2010
primarily to the gain recorded on disposition ofadfice property in Winston-Salem, NC in the thgqdarter of 2011.

Excess of preferred stock redemption/repurchase cost over carrying value

Excess of preferred stock redemption/repurchaseoses carrying value was $1.9 million higher ire thine months ended September 30, 20.
compared to the same period in 2010 due to themptien of our remaining Series B Preferred Shawmghe second quarter of 2011.

Dividends on Preferred Stock

Dividends on preferred stock were $1.1 million lowethe nine months ended September 30, 2011rapaed to the same period in 2010 du
the redemption of our remaining Series B Prefe8kdres in the second quarter of 2011.
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LiQuipiTty AND CAPITAL RESOURCES

Overview

Our goal is to maintain a conservative and flextid¢éance sheet with access to multiple sourcesglof @nd equity capital and sufficient availab
under our credit facilities. We generally use remtseived from customers to fund our operating agps, capital expenditures and distributions
fund property acquisitions, development activityboiilding renovations and repay debt upon maturity,may use current cash balances, sell a
obtain new debt and/or issue equity. Our debt gdlyeconsists of mortgage debt, unsecured debtrgiesuand borrowings under our secured
unsecured credit facilities.
Statements of Cash Flows

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

Nine Months Ended

September 30,
2011 2010 Change
Net cash provided by operating activit $ 136,12! $ 142,65 $ (6,529
Net cash used in investing activiti (180,12) (37,526) (142,59
Net cash provided by/(used in) financing activi 40,88( (107,85%) 148,73t
Total net cash flow $ (3,114 $ (2,734 $ (38¢)

In calculating net cash flow provided by operatadivities, depreciation and amortization, whick aoneash expenses, are added back t
income. As a result, we have historically generat@asitive amount of cash from operating actigitierom period to period, cash flow from operat
depends primarily upon changes in our net incoraaliscussed more fully above under “Results of @jmanrs,”changes in receivables and payal
and net additions or decreases in our overall plistfwhich affect the amount of depreciation antbatization expense.

Net cash used in investing activities generallpted to capitalized costs incurred for leasingraagbr building improvements and our acquisit
development, disposition and joint venture capatztivity. During periods of significant net acqtish and/or development activity, our cash use
such investing activities will generally exceedlcasovided by investing activities, which typicaipnsists of cash received upon the sale of prieg
and distributions of capital from our joint ventsre

Net cash used in financing activities generallates to distributions, incurrence and repaymentett, and issuances, repurchases or redem
of Common Stock, Common Units and Preferred Stéekdiscussed previously, we use a significant arhotiour cash to fund distributions. Whet
or not we have increases in the outstanding batan€elebt during a period depends generally upennitt effect of our acquisition, dispositi
development and joint venture activity. We gengralie our revolving credit facility for working cigad purposes, which means that during any ¢
period, in order to minimize interest expense, vay mecord significant repayments and borrowingseumdir revolving credit facility.

The change in net cash provided by operating ietivin the nine months ended September 30, 20tbrapared to the same period in 2010
primarily due to lower cost recovery income andmieation fees and higher acquisition costs, padfiset by lower payments of incent
compensation and higher base rents.

The change in net cash used in investing activitiehe nine months ended September 30, 2011 aparenh to the same period in 2010
primarily due to higher acquisition activities aadvances to unconsolidated affiliates and lowecgeds from disposition of unconsolidated affilig
offset by higher proceeds from dispositions of vinolvned properties.

The change in net cash used in financing activiiethe nine months ended September 30, 2011 aparach to the same period in 2010

primarily due to higher proceeds from the issuasic€Eommon Stock, higher net borrowings on our reww) credit facility and mortgages and nc
payable, partly offset by redemptions of Prefei®sack.
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Capitalization
The following table sets forth the Company’s cdptdion (in thousands, except per share amounts):

September 30 December 31
2011 2010

Mortgages and notes payable, at recorded book " $ 1,89398 $ 1,522,94!
Financing obligation $ 32,77 $ 33,11«
$

Preferred Stock, at liquidation val 29,077 $ 81,59:
Common Stock outstandir 72,57¢ 71,69(
Common Units outstanding (not owned by the Comp. 3,751 3,794

28.2¢ $ 31.8¢
2,157,081 $  2,404,16!
4,11291 $  4,041,81

Per share stock price at period ¢
Market value of Common Stock and Common U

Total market capitalization with debt and obligas

*SH|H B

At September 30, 2011, our mortgages and notesbfgmyapresented 46.1% of our total market capaébn and were comprised of $93
million of secured indebtedness with a weightedrage interest rate of 5.81% and $956.1 million mdecured indebtedness with a weighted av
interest rate of 4.77%. Also, our outstanding magies and notes payable and financing obligatiome s&cured by real estate assets with an agg
undepreciated book value of $1.5 hillion.

Current and Future Cash Needs

Rental and other revenues are our principal soofdands to meet our short-term liquidity requirertse Other sources of funds for shtatrr
liquidity needs include available working capitaldaborrowings under our existing revolving creditifity (which had $127.8 million of availabilityt
October 20, 2011). Our shadrm liquidity requirements primarily consist of evpting expenses, interest and principal amortinatin our deb
distributions and capital expenditures, includingiding improvement costs, tenant improvement casts lease commissions. Building improvem
are capital costs to maintain existing buildings typically related to a specific customer. Tenenmprovements are the costs required to custc
space for the specific needs of customers. Weipate&that our available cash and cash equivalardscash provided by operating activities, toge
with borrowings under our credit facilities, wilkkadequate to meet our short-term liquidity requests.

Our longterm liquidity uses generally consist of the retient or refinancing of debt upon maturity (incluglimortgage debt, our revolving ¢
construction credit facilities, term loans and othesecured debt), funding of existing and newding development or land infrastructure projectd
funding acquisitions of buildings and developmeard. Additionally, we may, from time to time, retisome or all of our remaining outstanc
Preferred Stock and/or unsecured debt securitiesigh redemptions, open market repurchases, piyvaggotiated acquisitions or otherwise.

We expect to meet our liquidity needs through aluioation of:

« cash flow from operating activities;

« borrowings under our credit facilitie

« the issuance of unsecured debt;

« the issuance of secured debt;

- the issuance of equity securities by the Comparthe@Operating Partnership; and

« the disposition of non-core assets.
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Recent Acquisition and Disposition Activity

In the third quarter of 2011, we acquired alsixtding, 1.54 million square foot office complex Pittsburgh, PA for a purchase price of $1
million. The purchase price included the assumptibsecured debt recorded at fair value of $124ilsom, with an effective interest rate of 4.27
including amortization of deferred financing cosktbis debt matures in November 2017. We expensei rédlion of costs related to this acquisiti
We expect to incur an additional $25.2 million ¢édnmed building improvements and future tenant ompments committed under existing leases.

In the third quarter of 2011, we also acquired 8,800 square foot office building in Atlanta, GArfa purchase price of $78.3 million. 1
purchase price included the assumption of secuedd ekcorded at fair value of $67.9 million, with affective interest rate of 5.45%, includ
amortization of deferred financing costs. This dalatures in January 2014. We expensed $0.3 mitifa@osts related to this acquisition. We expe
incur an additional $8.0 million of planned buildirmprovements and future tenant improvements cdrachiinder existing leases.

Based on the total anticipated investment of $30@lon, the weighted average capitalization ritethese acquisitions is 8.9% using proje
full year 2012 GAAP net operating income. This fardrlooking statement is subject to risks and uadgeies. See “Disclosure Regarding Forward-
Looking Statements.”

During the third quarter of 2011, we sold an offzeperty and adjacent land parcel in one transadti WinstonSalem, NC for gross proceed:
$15.0 million. We recorded gain on disposition @fcontinued operations of $2.6 million and gaindisposition of property of $0.3 million relatec
the office property and land, respectively, in thied quarter of 2011.

Financing Activity

During the second quarter of 2011, we entered $efgarate ATM Equity Offering,, Sales Agreements (the “Sales Agreemenigth each o

Merrill Lynch, Pierce, Fenner & Smith Incorporatéditsubishi UFJ Securities (USA), Inc., Morgan Kaeg& Company, Inc. and RBC Cap
Markets, LLC (each, an “Agent” and, together, tigénts”). Under the terms of the Sales Agreements, the Coynpeay offer and sell shares of
Common Stock from time to time through the Ageatsjng as agents of the Company or as principakesSof the Shares, if any, may be mad
means of ordinary brokerg'ansactions on the New York Stock Exchange orretise at market prices prevailing at the time dégsat prices related
prevailing market prices or at negotiated pricesagrotherwise agreed with any of the Agents. Sulie¢he terms and conditions of each S
Agreement, each Agent will use its commerciallysmable efforts to sell on the Company's behalf$tmgres to be offered by the Company unde
Sales Agreement.

In the third quarter of 2011, we issued 142,000eshaf Common Stock in at-threarket transactions through Merrill Lynch, PierEenner &
Smith Incorporated at an average price of $34.21share raising net proceeds, after sales commissiod expenses, of $4.8 million. We paid
million in sales commissions to Merrill Lynch, Rier Fenner & Smith Incorporated during the thirdrter of 2011.

In the third quarter of 2011, we obtained a new5$million unsecured revolving credit facility, weh replaced our previously existing $4C
million revolving credit facility. Our new revolvin credit facility is originally scheduled to matuoa July 27, 2015. Assuming no defaults
occurred, we have an option to extend the matdioityan additional year. The new credit facility limdes an accordion feature that allows fo
additional $75.0 million of borrowing capacity sabj to additional lender commitments. The interast on the new facility at our current cri
ratings is LIBOR plus 150 basis points and the ahfacility fee is 35 basis points. The intereserand facility fee under the new facility are lthee
the higher of the publicly announced ratings fromddy’s Investors Service or Standard & PsoiThe financial and other covenants under the
facility are substantially the same as our previorglit facility. There was $165.0 million and $33'million outstanding under our revolving cre¢
facility at September 30, 2011 and October 20, 20&spectively. At both September 30, 2011 and k@ot@0, 2011, we had $0.2 million
outstanding letters of credit, which reduces thailaility on our revolving credit facility. As aesult, the unused capacity of our revolving ci
facility at September 30, 2011 and October 20, 2044 $309.8 million and $127.8 million, respectyel

Our secured construction facility, which has $5fhillion outstanding at September 30, 2011, is soleztito mature on December 20, 2(

Assuming no defaults have occurred, we have thiempd extend the maturity date for an additionaé-gear period. The interest rate is LIBOR |
85 basis points.
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On October 3, 2011, we repaid the remaining balaf&i84.4 million of a secured mortgage loan bepmmterest of 7.05% that was schedule
mature in January 2012. We incurred no penaltytedlto this early repayment.

We regularly evaluate the financial condition o¢ flenders that participate in our credit facilitiessing publicly available information. Based
this review, we currently expect our lenders, whach major financial institutions, to perform thebligations under our existing facilities.

Covenant Compliance

We are currently in compliance with the covenamtd ather requirements with respect to our outstendiebt. Although we expect to remai
compliance with these covenants and ratios foreastl the next year, depending upon our future tipgrgerformance, property and financ
transactions and general economic conditions, waataassure you that we will continue to be in chamge.

Our revolving credit facility and bank term loareqquire us to comply with customary operating comenand various financial requireme
Upon an event of default on the revolving creddilfty, the lenders having at least 66.7% of theltcommitments under the revolving credit fac
can accelerate all borrowings then outstanding, wactould be prohibited from borrowing any furtteenounts under our revolving credit facil
which would adversely affect our ability to fundraperations.

The Operating Partnership has $391.1 million cagyamount of 2017 bonds outstanding and $200.0omikkarrying amount of 2018 bor
outstanding. The indenture that governs theseandstg notes requires us to comply with customamrating covenants and various financial ra
The trustee or the holders of at least 25% in falcamount of either series of bonds can acceddfra principal amount of such series upon wr
notice of a default that remains uncured after &gsd

We may not be able to repay, refinance or exterydoarall of our debt at maturity or upon any accatien. If any refinancing is done at hig
interest rates, the increased interest expensel alersely affect our cash flow and ability to mhgtributions. Any such refinancing could ¢
impose tighter financial ratios and other covendiné restrict our ability to take actions that kcbatherwise be in our best interest, such as fug
new development activity, making opportunistic dsijions, repurchasing our securities or payingritigtions.

Off Balance Sheet Arrangements

In the third quarter of 2011, our joint venture tpar exercised its option to acquire our 10.0% usotidated equity interest in the H
Development B, LLC joint venture, which recentlynggleted construction of a build-guit office property in Charlotte, NC. As a reswg receive
gross proceeds of $4.8 million and recorded a gaidisposition of investment in unconsolidatedliat® of $2.3 million in the third quarter of 2011.

There were no other significant changes to ourbattince sheet arrangements in the three monthsl édejgtember 30, 2011. For informa
regarding our off balance sheet arrangements at¢rbleer 31, 2010, see Note 9 to the ConsolidatechEiabStatements in our 2010 Annual Repol
Form 10-K.

CRITICAL ACCOUNTING ESTIMATES
There were no changes made by management to tlealcaiccounting policies in the nine months en8egtember 30, 2011. For a descriptio

our critical accounting estimates, see “Managensebiscussion and Analysis of Financial Conditionl &esults of OperationsCritical Accounting
Estimates” in our 2010 Annual Report on Form 10-K.
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NoN-GAAP | NFORMATION

The Company believes that Funds from Operation§@'lf and FFO per share are beneficial to managemeniraedtors and are import:
indicators of the performance of any equity REI'EcBuse FFO and FFO per share calculations exclattefactors as depreciation and amortizatic
real estate assets and gains or losses from datgremting real estate assets, which can vary gnoamers of identical assets in similar condit
based on historical cost accounting and usefuldmates, they facilitate comparisons of opegatiarformance between periods and between
REITs. Management believes that historical cosbanting for real estate assets in accordance wiARsimplicitly assumes that the value of 1
estate assets diminishes predictably over timeceSiaal estate values have historically risen berfawith market conditions, many industry inves
and analysts have considered the presentationevhtipg results for real estate companies thathisterical cost accounting to be insufficient ¢
standalone basis. As a result, management believedhibaise of FFO and FFO per share, together withmetyeired GAAP presentations, provic
more complete understanding of the Comparpérformance relative to its competitors and aemioformed and appropriate basis on which to r
decisions involving operating, financing and inusgtactivities.

FFO and FFO per share are f8AAP financial measures and therefore do not remteset income or net income per share as defige@AAP.
Net income and net income per share as defineddyFGare the most relevant measures in determifiadClompan’s operating performance beca
FFO and FFO per share include adjustments thatioremay deem subjective, such as adding backnegpesuch as depreciation and amortize
Furthermore, FFO per share does not depict the anibat accrues directly to the stockholddyshefit. Accordingly, FFO and FFO per share sh
never be considered as alternatives to net incametdncome per share as indicators of the Conipaiperating performance.

The Company’s presentation of FFO is consistertt WEO as defined by the National Association of|Eestate Investment Trusts (“NAREI),”
which is calculated as follows:

« Netincome/(loss) computed in accordance with GA

« Less dividends to holders of Preferred Stock amsl éxcess of Preferred Stock redemption cost @reying value;
« Less net income attributable to noncontrolling iests in consolidated affiliates;

« Plus depreciation and amortization of real estasets;

« Less gains, or plus losses, from sales of deprieciaperating properties (but excluding impairmergsks) and excluding items that
classified as extraordinary items under GA,

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

« Plus or minus adjustments for depreciation and &ration and gains/(losses) on sales and noncdinggdhterests in consolidated affilia
related to discontinued operatiol

In calculating FFO, the Company adds back net ircattributable to noncontrolling interests in thpe@ating Partnership, which the Comp
believes is consistent with standard industry jicador REITs that operate through an UPREIT strirest The Company believes that it is importai
present FFO on an as-converted basis since dlieo€obmmon Units not owned by the Company are redbknon a one-foone basis for shares of
Common Stock.

Other REITs may not define FFO in accordance with current NAREIT definition or may interpret therent NAREIT definition differentl
than we do.
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The Company’s FFO and FFO per share are summarizbe following table ($ in thousands, except gleggire amounts):

Three Months Ended September 3C Nine Months Ended September 3C
2011 2010 2011 2010
Per Per Per Per
Amount Share Amount Share Amount Share Amount Share

Funds from operations:

Net income $ 8,24« $ 8,77 $ 35,12 $ 60,90«
Net (income) attributable to noncontrolling inteee the
Operating Partnersh (366) (366) (1,496 (2,819
Net (income)/loss attributable to noncontrollingeests
in consolidated affiliate (249 14¢ (559 (28))
Dividends on Preferred Sto: (627) (1,677) (3,926) (5,03))
Excess of Preferred Stock redemption/repurchage
over carrying valu — — (1,895 —
Net income available for common stockhold 7,002 $ 0.1C 6,87¢ $ 0.1C 27,25( $ 0.3¢ 5277: $ 0.74
Add/(Deduct):
Depreciation and amortization of real estate a: 35,80: 0.4€ 33,73¢ 0.44 102,05 1.34 98,79( 1.3C
(Gains) on disposition of depreciable proper — — (19 — — — (55) —

(Gains) on disposition of investment in
unconsolidated

affiliates (1) — — — — — — (25,330 (0.39
Net income attributable to noncontrolling interast:
the Operating Partnersh 36€ — 36€ — 1,49¢ — 2,81¢ —

Unconsolidated affiliates
Depreciation and amortization of real es!
assets 2,06¢ 0.0z 2,11¢ 0.0z 6,192 0.0¢ 8,19: 0.11
Discontinued operation
Depreciation and amortization of real estate

asset: — — 98 — 127 — 647 0.01

(Gains) on disposition of depreciable properti (2,579  (0.09) — — (2,579  (0.09) (174 —

Funds from operations $ 4266: $ 056 $ 4317 $ 057 $ 13454t $ 177 $ 137,66: $ 1.82
Weighted average Common Shares outstandir(2) 16,40 5,63 __ /6,12, 75,53

(1) We recorded a gain on disposition of investmenirioonsolidated affiliate of $2.3 million in therthiquarter of 2011. This gain was not dedut
in our calculation of FFO as it represents a gaisale of our interest in undepreciated propertidental to our primary busines

(2) Includes assumed conversion of all potentiallytdieiCommon Stock equivalen

In addition, the Company believes net operatingiime from continuing operations (“NOIgnd same property NOI are beneficial to manage
and investors and are important indicators of teiégomance of any equity REIT. Management belidhas NOI is a useful supplemental measui
the Companys property operating performance because it prevadperformance measure of the revenues and expdinsetly involved in ownin
real estate assets and provides a perspectivennotdiately apparent from net income or FFO. The ganw defines NOI as rental and other reve
from continuing operations, less rental propertg ather expenses from continuing operations. Theagizmy defines same property NOI as NO
the Company’s in-service properties that were whoWned during the entirety of the periods preseffieun January 1, 2010 to September 30, 2(
Other REITs may use different methodologies towate NOI and same property NOI and accordingly@eenpanys NOI and same property N
may not be comparable to other REITSs.
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The following table sets forth the Company’s NOtlaame property NOI:

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

Depreciation and amortization expel
Net operating income from continuing operations

Less— non same property and other net operating inc
Total same property net operating income from contiuing operations

Rental and other revenu

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

Less— non same property and other net operating inc
Total same property net operating income from contiuing operations

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

Same property cash net operating income from contiring operations
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Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
$ 2,221 $ 741C $ 2529 $ 31,264

(1,505 (1,629 (5,257 (4,289
24,39( 23,33¢ 71,84( 69,38t
12,21: 8,88: 27,98 24,36¢
2,42¢ — 2,42¢ —
36,32( 34,18 103,46 100,08:
76,067 72,18¢ 225,76: 220,81(
5,571 3,22¢ 13,32¢ 7,992
$ 70,49¢ $ 68,96¢ 212,43: $ 212,81t
$ 122,08t $ 115,52¢ 354,12; $ 343,79¢
46,01¢ 43,33¢ 128,36( 122,98t
76,067 72,18¢ 225,76: 220,81(
5,571 3,22¢ 13,32¢ 7,992
$ 70,49 $ 68,96¢ 212,43 $ 212,81t
$ 70,49¢ $ 68,96¢ 212,43. $ 212,81
2,26¢ 3,17( 8,28¢ 9,20¢
$ 68227 $ 6579 204,14 $ 203,61:
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The effects of potential changes in interest rates discussed below. Our market risk discussiotudes “forward-looking statementsinc
represents an estimate of possible changes ivdaie or future earnings that would occur assunhipgothetical future movements in interest re
Actual future results may differ materially fromotfe presented.

To meet in part our longerm liquidity requirements, we borrow funds atsenbination of fixed and variable rates. Our debitsists of secured a
unsecured longerm financings, unsecured debt securities, loauscaedit facilities, which typically bear intereast fixed rates although some lo
bear interest at variable rates. Our interestrigkemanagement objectives are to limit the impddhterest rate changes on earnings and cash fiowe
to lower our overall borrowing costs. To achievesth objectives, from time to time we enter int@iiest rate hedge contracts such as collars, <
caps and treasury lock agreements in order to atéigur interest rate risk with respect to varidabt instruments. We generally do not hold or i
these derivative contracts for trading or specugtiurposes.

At September 30, 2011, we had $1,284.8 million igéd rate debt outstanding. The estimated aggrefgatemarket value of this debt
September 30, 2011 was $1,376.5 million. If indem@ates had been 100 basis points higher, theeggtgr fair market value of our fixed rate del
September 30, 2011 would have been approximatedyd$dillion lower. If interest rates had been 1@Gib points lower, the aggregate fair me
value of our fixed rate debt at September 30, 20ddld have been approximately $14.9 million higher.

At September 30, 2011, we had $609.4 million ofialde rate debt outstanding. The estimated aggeefgt market value of this debt
September 30, 2011 was $611.5 million. If the wiidhaverage interest rate on this variable ratet dield been 100 basis points highe
September 30, 2011, the aggregate fair market vaflugr variable rate debt at September 30, 201aldvbave decreased by approximately $
million. If the weighted average interest rate bis wariable rate debt had been 100 basis pointsrlat September 30, 2011, the aggregate fair 1t
value of our variable rate debt at September 3012@ould have increased by approximately $21.5ionill

We have no outstanding hedge contracts at Septe3oh@011.

ITEM 4. CONTROLS AND PROCEDURES

SEC rules require us to maintain disclosure costawld procedures that are designed to ensurentioamiation required to be disclosed in
annual and periodic reports filed with the SECeisorded, processed, summarized and reported withitime periods specified in the SECules an
forms. The Compang’' CEO and CFO have concluded that the disclosurgate and procedures of the Company and the GpgrBartnership we
each effective at the end of the period coverethizyQuarterly Report.

SEC rules also require us to establish and maiinéénnal control over financial reporting desigrtedorovide reasonable assurance regardin
reliability of financial reporting and the prepdoet of financial statements for external purposesdécordance with generally accepting accou
principles. There were no changes in internal @miver financial reporting during the three mongéimsled September 30, 2011 that materially affe
or are reasonably likely to materially affect, bempanys internal control over financial reporting. Therere also no changes in internal control
financial reporting during the three months endegpt&mber 30, 2011 that materially affected, or &sonably likely to materially affect, 1
Operating Partnership’s internal control over ficiahreporting.
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PART Il - OTHER INFORMATION

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

During the third quarter of 2011, the Company issa@ aggregate of 24,571 shares of Common Stodiolaers of Common Units in t
Operating Partnership upon the redemption of anilkeber of Common Units in private offerings exerfipin the registration requirements pursi
to Section 4(2) of the Securities Act. Each of leéders of Common Units was an accredited invastoler Rule 501 of the Securities Act. The re
of such shares was registered by the Company uhel&ecurities Act.

ITEM 6. EXHIBITS

Exhibit
Number Description
10.1 Third Amended and Restated Credit Agreement, daseaf July 27, 2011, by and among the CompanyOgerating Partnersr
and the Subsidiaries named therein and the Lendered therein (filed as part of our Quarterly Repor Form 10Q for the
guarter ended June 30, 20:
10.2 Amendment No. 1, dated as of July 27, 2011, to iClegteement, dated as of February 2, 2011, byaandng the Company, t
Operating Partnership and the Subsidiaries nameze@ithand the Lenders named therein (filed asqfestur Quarterly Report ¢
Form 1(-Q for the quarter ended June 30, 2C
12.1 Statement re: Computation of Ratios of the Comg
12.2 Statement re: Computation of Ratios of the Opegafiartnershi
31.1 Certification of CEO Pursuant to Section 302 of #abane-Oxley Act for the Compan
31.2 Certification of CFO Pursuant to Section 302 of 8zebane-Oxley Act for the Compan
31.3 Certification of CEO Pursuant to Section 302 of $#abane-Oxley Act for the Operating Partnerst
31.4 Certification of CFO Pursuant to Section 302 of 8zebane-Oxley Act for the Operating Partnerst
32.1 Certification of CEO Pursuant to Section 906 of #abane-Oxley Act for the Compan
32.2 Certification of CFO Pursuant to Section 906 of 8zebane-Oxley Act for the Compan
32.3 Certification of CEO Pursuant to Section 906 of $abane-Oxley Act for the Operating Partnerst
32.4 Certification of CFO Pursuant to Section 906 of 8zebane-Oxley Act for the Operating Partnerst

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr
101.DEF XBRL Taxonomy Extension Definition Linkbase Docum
101.LAB XBRL Extension Labels Linkbas

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

56




(Table of Contents)
SIGNATURES
Pursuant to the requirements of the Securities &xgl Act of 1934, each of the registrants has dalised this report to be signed on its behe
the undersigned thereunto duly authorized.

HicHwooDS PROPERTIES INC.

By: /s/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officer

HIGHWOODS REALTY LIMITED PARTNERSHIP
By: Highwoods Properties, Inc., its sole generatrp

By: /S/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officer

Date: October 27, 2011



Exhibit 12.1
HIGHWOODS PROPERTIES, INC.
RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS

Nine Months
Ended
September 30, 201
Earnings:
Income from continuing operations before equiteamnings of unconsolidated affiliat $ 27,71¢
Fixed charge 73,41¢
Capitalized interes (513
Distributions of earnings from unconsolidated &ifiés 3,40(
Total earnings $ 104,02
Fixed charges and Preferred Stock dividends
Contractual interest expen $ 68,721
Amortization of deferred financing cos 2,44¢
Interest expense on financing obligati 665
Capitalized interes 513
Interest component of rental expel 1,06
Total fixed charges 73,41¢
Dividends on Preferred Sto: 3,92¢
Total fixed charges and Dividends on Preferred Stdc $ 17,34
Ratio of earnings to fixed charge: 14z

Ratio of earnings to combined fixed charges and Didends on Preferred Stock 1.34







HIGHWOODS REALTY LIMITED PARTNERSHIP

RATIO OF EARNINGS TO FIXED CHARGES AND

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED UNIT DISTRIBUTIONS

Earnings:

Income from continuing operations before equitgamnings of unconsolidated affiliat

Fixed charge
Capitalized interes
Distributions of earnings from unconsolidated &ifis

Total earnings

Fixed charges and Preferred Unit distributions:
Contractual interest expen
Amortization of deferred financing cos
Interest expense on financing obligatic
Capitalized interes
Interest component of rental expel

Total fixed charges
Distributions on Preferred Uni

Total fixed charges and Distributions on PreferredUnits

Ratio of earnings to fixed charge:
Ratio of earnings to combined fixed charges and Disbutions on Preferred Units

Exhibit 12.2

Nine Months
Ended
September 30, 201

$ 27,71¢
73,41¢

(519

3,38:

$ 104,00







EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

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

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material dacmit to state a material fact neces
to make the statements made, in light of the cistantes under which such statements were madejisieading with respect to the per
covered by this quarterly repo

3. Based on my knowledge, the financial statementatimer financial information included in this gteaty report, fairly present in all matet
respects the financial condition, results of operst and cash flows of the Registrant as of, amdtfe periods presented in this quart
report;

4. The Registrarg’other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iat@inal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgris made known to us by others wi
those entities, particularly during the period ihigh this quarterly report is being prepar

(b) designed such internal control over financial répgy or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principle

(c) evaluated the effectiveness of the Regissadisclosure controls and procedures and presémteds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; i

(d) disclosed in this report any change in Registrant’s internal control over financial repogt that occurred during the Registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tRegistrant$ internal control over financ
reporting.

5. The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalroboter financial reportini
to the Registrars auditors and the Audit Committee of Regist's Board of Directors (or persons performing theivaant functions)

(a) all significant deficiencies and material weaknesse the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmancial information; an

(b) any fraud, whether or not material, thatolwes management or other employees who haveniisant role in the Registrargt’interna
control over financial reporting

Date: October 27, 2011

/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. I have reviewed this quarterly report on Forn-Q of Highwoods Properties Inc

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material dacmit to state a material fact neces
to make the statements made, in light of the cistantes under which such statements were madejisieading with respect to the per
covered by this quarterly repo

3. Based on my knowledge, the financial statémend other financial informatiancluded in this quarterly report, fairly presentall materie
respects the financial condition, results of operst and cash flows of the Registrant as of, amdtfe periods presented in this quart
report;

4. The Registrarg’other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iat@inal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgris made known to us by others wi
those entities, particularly during the period ihigh this quarterly report is being prepar

(b) designed such internal control over financial répgy or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principle

(c) evaluated the effectiveness of the Regissadisclosure controls and procedures and presémteds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; i

(d) disclosed in this report any change in Registrant’s internal control over financial repogt that occurred during the Registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tRegistrant$ internal control over financ
reporting.

5. The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalroboter financial reportini
to the Registrars auditors and the Audit Committee of Regist's Board of Directors (or persons performing theivaant functions)

(a) all significant deficiencies and material weaknesse the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmancial information; an

(b) any fraud, whether or not material, thatolwes management or other employees who haveniisant role in the Registrargt’interna
control over financial reporting

Date: October 27, 2011

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial
Officer







Exhibit 31.3

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

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

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material dacmit to state a material fact neces
to make the statements made, in light of the cistantes under which such statements were madejisieading with respect to the per
covered by this quarterly repo

3. Based on my knowledge, the financial statementatimer financial information included in this gteaty report, fairly present in all matet
respects the financial condition, results of operst and cash flows of the Registrant as of, amdtfe periods presented in this quart
report;

4. The Registrarg’other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iat@inal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgris made known to us by others wi
those entities, particularly during the period ihigh this quarterly report is being prepar

(b) designed such internal control over financial répgy or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principle

(c) evaluated the effectiveness of the Regissadisclosure controls and procedures and presémteds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; i

(d) disclosed in this report any change in Registrant’s internal control over financial repogt that occurred during the Registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tRegistrant$ internal control over financ
reporting.

5. The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalroboter financial reportini
to the Registrars auditors and the Audit Committee of Regist's Board of Directors (or persons performing theivaant functions)

(a) all significant deficiencies and material weaknesse the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmancial information; an

(b) any fraud, whether or not material, thatolwes management or other employees who haveniisant role in the Registrargt’interna
control over financial reporting

Date: October 27, 2011

/s/ EDWARD J. FRITSCH

Edward J. Fritsch

President and Chief Executive Officer of the Gehera
Partnei







Exhibit 31.4

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

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

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material dacmit to state a material fact neces
to make the statements made, in light of the cistantes under which such statements were madejisieading with respect to the per
covered by this quarterly repo

3. Based on my knowledge, the financial statementatimer financial information included in this gteaty report, fairly present in all matet
respects the financial condition, results of operst and cash flows of the Registrant as of, amdtfe periods presented in this quart
report;

4. The Registrarg’other certifying officers and | are responsilde dstablishing and maintaining disclosure contesld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iat@inal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the Registrant and we ha

(a) designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgris made known to us by others wi
those entities, particularly during the period ihigh this quarterly report is being prepar

(b) designed such internal control over financial répgy or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principle

(c) evaluated the effectiveness of the Regissadisclosure controls and procedures and presémteds report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; i

(d) disclosed in this report any change in Registrant’s internal control over financial repogt that occurred during the Registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tRegistrant$ internal control over financ
reporting.

5. The Registrarg’other certifying officers and | have disclosedsdd on our most recent evaluation of internalroboter financial reportini
to the Registrars auditors and the Audit Committee of Regist's Board of Directors (or persons performing theivaant functions)

(a) all significant deficiencies and material weaknesse the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmancial information; an

(b) any fraud, whether or not material, thatolwes management or other employees who haveniisant role in the Registrargt’interna
control over financial reporting

Date: October 27, 2011

/s/ TERRY L. STEVENS

Terry L. Stevens
Senior Vice President and Chief Financial Officethe
General Partne







EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwade@roperties, Inc. (the “Company”) on Form QCer the period ended September 30, 20:
filed with the Securities and Exchange Commissiorihe date hereof (the “ReportT),Edward J. Fritsch, President and Chief ExecuiVicer of the
Company, certify, pursuant to 18 U.S.C. § 1350 dapted pursuant to § 906 of the Sarbanes-OxlepA2002, that:

1) The Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodi and results of operations of
Company

/s/ EDWARD J. FRITSCH
Edward J. Fritsch

President and Chief Executive Offii
October 27, 201







EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwade@roperties, Inc. (the “Company”) on Form QCer the period ended September 30, 20:
filed with the Securities and Exchange Commissiartte date hereof (the “Reportl), Terry L. Stevens, Senior Vice President and ChRirancia
Officer of the Company, certify, pursuant to 18 I.S§ 1350, as adopted pursuant to § 906 of thieaBas-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodi and results of operations of
Company

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial
Officer

October 27, 201







EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwedglealty Limited Partnership (the “Operating Parthi®”) on Form 109 for the period endt
September 30, 2011 as filed with the SecuritiesExcthange Commission on the date hereof (the “R8pdr Edward J. Fritsch, President and C

Executive Officer of Highwoods Properties, Inc.ngeal partner of the Operating Partnership, certifysuant to 18 U.S.C. § 1350, as adopted pur
to § 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSeftion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodi and results of operations of
Operating Partnershi

/s/ EDWARD J. FRITSCH
Edward J. Fritsch

President and Chief Executive Officer of the Gehera
Partnel

October 27, 201







EXHIBIT 32.£

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Quarterly Report of Highwedglealty Limited Partnership (the “Operating Parthi®”) on Form 109 for the period endt
September 30, 2011 as filed with the SecuritiesExxhange Commission on the date hereof (the “R8pdy Terry L. Stevens, Senior Vice Presic

and Chief Financial Officer of Highwoods Propertiésc., general partner of the Operating Partnersbertify, pursuant to 18 U.S.C. § 1350
adopted pursuant to § 906 of the Sarbanes-Oxlep®2002, that:

1) The Report fully complies with the requirementsSeftion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodi and results of operations of
Operating Partnershi

/s/ TERRY L. STEVENS

Terry L. Stevens

Senior Vice President and Chief Financial Officetha
General Partne

October 27, 201







