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PART I

We refer to Highwoods Properties, Inc. as the “Canyy’ Highwoods Realty Limited Partnership as thl@pérating Partnership,the
Company’s common stock as “Common Stock” or “Comrbrares,” the Company’s preferred stock as “Prefe8tock” or “Preferred Shares,”
the Operating Partnership’s common partnershipréste as “Common Units,” the Operating Partnershig'eferred partnership interests
“Preferred Units” and in-service properties (exaéhgdrental residential units and feale residential condominiums) to which the Compamng/o
the Operating Partnership have title and 100.0%evship rights as the “Wholly Owned Properties.” &ehces to “we” and “ourinean th
Company and the Operating Partnership, collectjivafyess the context indicates otherwise. Refeet@wésame propertyfnean the Compan
in-service properties that were wholly-owned durthg entirety of the periods being compared.

The Company is a fully-integrated, self-administeend self-managed equity real estate investmast {fREIT”). The Common Stock
traded on the New York Stock Exchange (“NYSE”) unttee symbol “HIW.” The Company conducts virtually all of its activitiehrough th
Operating Partnership and is its sole general parfrhe partnership agreement provides that thedfipg Partnership will assume and pay w
due, or reimburse the Company for payment of, afit€ and expenses relating to the ownership anchtipes of, or for the benefit of, t
Operating Partnership. The partnership agreemethtsfiuprovides that all expenses of the Companylaezned to be incurred for the benefit of
Operating Partnership.

ITEM 1. BUSINESS
General

We are one of the largest owners and operatorsficE @roperties in the Southeastern and Midwesténited States. Our office propert
represented 87.0% of rental and other revenuethéoyear ended December 31, 2011 . At Decembe2@L1], , we:

« wholly owned 303 in-service office, industrialdaretail properties, encompassing approximately 28illion rentable square feeine
228,000 square foot office property and an assetiattail property under development, which areomlined 89.0% pre-leaseflg
rental residential units and 17 for-sale residéicti@dominiums;

« owned an interest (50.0% or less) in 35 in-gendffice properties, encompassing approximatedyniillion rentable square feet, oB&t
-unit rental residential property under developmemd 1lacres of development land, including a 12.5% irsteire a 261,000 square fi
office property owned directly by the Company (immfuded in the Operating Partnership's Consoldi&ieancial Statements);

» wholly owned 586 acres of undeveloped land, exiprately 524acres of which are considered core assets exptctsziheld indefinitel
and are suitable to develop approximately 5.7 ariliand 2.7 million rentable square feet of offioe industrial space, respectively; and

« wholly owned one completed but not yet stabdizdfice redevelopment property encompassing 117 ffuare feet that is 100.0% pre-
leased.

At December 31, 2011 , the Company owned all ofRheferred Units and 72.2 million , or 95.1%f the Common Units. Limited partne
including one officer and two directors of the Canp, own the remaining 3.7 millioBommon Units. Generally, the Operating Partnerss
obligated to redeem each Common Unit at the recpfabie holder thereof for cash equal to the valfiene share of Common Stock based ol
average of the market price for the 10 trading daysediately preceding the notice date of such meutn provided that the Company, at
option, may elect to acquire any such Common Usrésented for redemption for cash or one shareoafrGon Stock. The Common Units owi
by the Company are not redeemable.

The Company was incorporated in Maryland in 1994 Dperating Partnership was formed in North Cagoin 1994. Our executive offic
are located at 3100 Smoketree Court, Suite 60&igtalNC 27604, and our telephone number is (972)4924.

Our business is the operation, acquisition and Idpweent of rental real estate properties. We opeoéfice, industrial, retail and residen
properties. There are no material integment transactions. See Note 19 to our Consetidéihancial Statements for a summary of the rearte
other revenues, net operating income and assetsbr reportable segment.

In addition to this Annual Report, we file or fushiquarterly and current reports, proxy statemémtistactive data and other information v
the Securities and Exchange Commission (“SE@8I)documents that the Company files or furnishethwhe SEC are made available as soc
reasonably practicable free of charge on our wepsihich is http://www.highwoods.com.
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The information on our website is not and should Ibe considered part of this Annual Report and ds incorporated by reference in t
document. You may also read and copy any docunmaitvte file or furnish at the public reference lities of the SEC at 100 F. Street, N
Room 1580, Washington, DC 20549. Please call theé 8E(800) 732330 for further information about the public refece facilities. The:
documents also may be accessed through the SEGSteyevhich is http://www.sec.gov. In addition,uycan read similar information about u
the offices of the NYSE at 20 Broad Street, Newky&Y 10005.

During 2011, the Company filed unqualified Section 303A céctifions with the NYSE. The Company and the OpegaRartnership ha
also filed the CEO and CFO certifications requibgdSections 302 and 906 of the Sarbanes-Oxley A2002 as exhibits to this Annual Report.

Business and Operating Strategy
Our Strategic Plan focuses on:
» owning highguality, differentiated real estate assets in #itelo submarkets in our core mark

e improving the operating results of our existing gedies through concentrated leasing, asset maregemost control and custon
service efforts;

» developing and acquiring office properties in kefjlli submarkets that improve the overall qualifyonr portfolio and generate attract
returns over the long-term for our stockholders;

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

* maintaining a conservative, flexible balance shatt ample liquidity to meet our funding needs @ndwth prospects

Local Market Leadership . We focus our real estate activities in marketenghwe have extensive local knowledge and own rifgignt
amount of assets. In each of our core markets, wiatain offices that are led by division officerghvsignificant real estate experience. Our
estate professionals are seasoned and ¢gsted. Our senior leadership team has signifieapérience and maintains important relationshigh
market participants in each of our core markets.

Customer Service-Oriented Organization. We provide a complete line of real estate sesstoeour customers. We believe that ouhause
leasing and asset management, development, aéguiaitd construction management services geneabidlw us to respond to the many deme
of our existing and potential customer base. Wevigeoour customers with cost-effective serviceshsas build-tosuit construction and spe
modification, including tenant improvements and angons. In addition, the breadth of our capabgitand resources provides us with me
information not generally available. We believetthperating efficiencies achieved through our fulijegrated organization and the strengt
our balance sheet also provide a competitive adganin retaining existing customers and attractiegy customers as well as setting our |
rates and pricing other services. In addition, relationships with our customers may lead to dgwalent projects when these customers seel
space.

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

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

Competition

Our properties compete for customers with similapgrties located in our markets primarily on tlesib of location, rent, services provis
and the design, quality and condition of the féiedi. We also compete with other REITs, financiatitutions, pension funds, partnersh
individual investors and others when attemptingdquire, develop and operate properties.

Employees

At December 31, 2011 , we had 415 full-time empésye
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ITEM 1A. RISK FACTORS

An investment in our securities involves variousksi. Investors should carefully consider the follmyvrisk factors in conjunction with t
other information contained in this Annual Repoefdye trading in our securities. If any of thessksi actually occur, our business, oper:
results, prospects and financial condition couldhéaemed.

Adverse economic conditions in our markets that negively impact the demand for office space, such asigh unemployment, may
result in lower occupancy and rental rates for ourmportfolio, which would adversely affect our operatng results. While we own and operz
a limited number of industrial, retail and residahproperties, our operating results depend hgaril successfully leasing and operating our o
properties. Economic growth and employment levelsur core markets are and will continue to be irtgrd determinative factors in predict
our future operating results.

Key components affecting our rental and other reesninclude average occupancy and rental ratesaggeoccupancy generally incree
during times of improving economic growth, as obility to lease space outpaces vacancies that agoon the expirations of existing lea:
Average occupancy generally declines during timeslower or negative economic growth and decreasifige employment because n
vacancies tend to outpace our ability to lease esplcaddition, the timing of changes in occupalaels tends to lag the timing of change
overall economic activity and employment levelsr Bdditional information regarding our average qguamcy and rental rate trends over the
five years, please read “ltem 2. Properties - Wh@llvned PropertiesLower rental revenues that may result from lowegrage occupancy
lower rental rates with respect to our same prgpeottfolio will generally reduce our operating uéts unless offset by the impact of any ne
acquired or developed properties or lower variaiplerating expenses, general and administrativenseseand/or interest expense.

We face considerable competition in the leasing mket and may be unable to renew existing leases oetet space on terms similar t
the existing leases, or we may expend significangmital in our efforts to re-let space, which may adversely affect our operatingesults.
Approximately 1015% of our rental revenues at the beginning of enyicular year are subject to leases that expirthé end of that year. Ple:
read “ltem 2. Properties - Lease Expiration8.a result, in addition to seeking to increaseawgrage occupancy by leasing current vacant ¢
we also concentrate our leasing efforts on renelgages on expiring space. Because we competeawitimber of other developers, owners
operators of office and office-oriented, mixaesgle properties, we may be unable to renew leassoni existing customers and, if our cur
customers do not renew their leases, we may beleibalelet the space to new customers. To the extentwbadre able to renew leases tha
scheduled to expire in the short-term ofeesuch space to new customers, heightened caiopetésulting from adverse market conditions
require us to utilize rent concessions and tenaprévements to a greater extent than we histoyidadive. Further, customers may see
downsize by leasing less space from us upon argwain

If our competitors offer space at rental rates Wetnirrent market rates or below the rental ratescureently charge our customers, we |
lose potential customers, and we may be pressoreeduce our rental rates below those we curresithrge in order to retain customers u
expiration of their existing leases. Even if ousttumers renew their leases or we are able tetre space, the terms and other costs of renar
redetting, including the cost of required renovatipimereased tenant improvement allowances, leaingmissions, reduced rental rates and
potential concessions, may be less favorable tharidrms of our current leases and could requieifgiant capital expenditures. From time
time, we may also agree to modify the terms oftagsleases to incentivize customers to renew tleaises. If we are unable to renew leases or re
let space in a reasonable time, or if our rentssalecline or our tenant improvement costs, Igasommissions or other costs increase,
financial condition, cash flows, cash available dstribution, value of our common stock, and apito satisfy our debt service obligations cc
be materially adversely affected.

Difficulties or delays in renewing leases with larg customers or releasing space vacated by large customers could magdly impact
our operating results.While no customer other than the Federal Governrogmently accounts for more than 3.5% of our rexsax the 20 large
customers of our Wholly Owned Properties accounhé&arly one-third of our revenues. Please reahi|2. Properties - Customers” aritein 2
Properties - Lease ExpirationgCustomers that currently account for more than 1d%ur revenues include the Federal Governmen&R
PPG Industries, PricewaterhouseCoopers and the $faGeorgia. There are no assurances that thesencers, or any of our other la
customers, will renew all or any of their spacemupapiration of their current leases.

Some of our leases provide customers with the righto terminate their leases early, which could havan adverse effect on our cash flo
and results of operations. Certain of our leases permit our customers tmitexte their leases as to all or a portion of #eséd premises prior
their stated lease expiration dates under ceriadarostances, such as providing notice by a cedabe and, in most cases, paying a termin
fee. To the extent that our customers exercisg éamnination rights, our
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cash flow and earnings will be adversely affect we can provide no assurances that we will e talbgenerate an equivalent amount ot
effective rent by leasing the vacated space tothé@w party customers.

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

In order to maintain the quality of our properties and successfully compete against other propertiese regularly must spend money t
maintain, repair and renovate our properties, whichreduces our cash flows If our properties are not as attractive to cugismue to physic
condition as properties owned by our competitors,oauld lose customers or suffer lower rental tafesa result, we may from time to time
required to make significant capital expendituresrtaintain the competitiveness of our propertidseré can be no assurances that any
expenditures would result in higher occupancy ghhbr rental rates or deter existing customers fretacating to properties owned by
competitors.

Our operating results and financial condition couldbe adversely affected by financial difficulties egerienced by a major customer, o
by a number of smaller customers, including bankrugcies, insolvencies or general downturns in busines The success of our investme
and stability of our operations depend on the famanstability of our customers. A default or temafion by a significant customer on its le
payments to us would cause us to lose the revesaaeiated with such lease. In the event of a custatefault or bankruptcy, we may experie
delays in enforcing our rights as landlord and nmeyir substantial costs in protecting our investtraerd releasing the property. We cannot e
a customer solely because of its bankruptcy. Orother hand, a court might authorize the customeeject and terminate its lease. In such «
our claim against the bankrupt customer for unpéitlyre rent would be subject to a statutory cagt tmight be substantially less than
remaining rent actually owed under the lease. Assalt, our claim for unpaid rent would likely no¢ paid in full. If a customer defaults or
terminates a significant lease, we may not be @blecover the full amount of unpaid rent or beeatol lease the property for the rent previo
received, if at all. In any of these instances,may also be required to write off deferred leagingts and accrued straidhte rents receivabl
These events would adversely impact our operagsglts.

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

Compliance with new laws or regulations or strigteerpretation of existing laws may require usrtcur significant expenditures. Future le
or regulations may impose significant environmetitdility. Additionally, our customers' operatigngperations in the vicinity of our properti
such as the presence of underground storage tankstivities of unrelated third parties may affedr properties. In addition, there are var
local, state and federal fire, health, Igafety and similar regulations with which we mayréeuired to comply and that may subject us taillist
in the form of fines or damages for noncompliarfey expenditures, fines or damages we must pay dvaduce our operating results. Prope
legislation to address climate change could ineredsity and other costs of operating our propartihich, if not offset by rising rental incor
would reduce our net income.

Discovery of previously undetected environmentdizardous conditions may decrease our operatingtsesnd limit our ability to mat
distributions. Under various federal, state and local environmdates and regulations, a current or previous priypewner or operator may
liable for the cost to remove or remediate hazasdmuoxic substances on such property. These costd be significant. Such laws often imp
liability whether or not the owner or operator knefy or was responsible for, the presence of swaatdous or toxic substances. Environme
laws also may impose restrictions on the mannevhiich property may be used or businesses may betmge and these restrictions may rec
significant expenditures or prevent us from engpiimo leases with prospective customers that neayripacted by such laws. Environmental |
provide for sanctions for noncompliance and mayehéorced by governmental agencies or private mari@ertain environmental laws ¢
common law principles could be used to impose litgbfor release of and exposure to hazardous smlosts, including asbestosntaining
materials. Third parties may seek recovery fronh peaperty owners or operators for personal injaryproperty damage associated with expc
to released hazardous substances. The cost ofdileeagainst claims of liability, of complying witbnvironmental regulatory requirements
remediating any contaminated property, or of payiagsonal injury claims could reduce our operatagylts.
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Our operating results may suffer if costs of operahg our properties, such as real estate taxes, uties, insurance, maintenance an
other costs, rise faster than our ability to increae rental revenues. While we receive additional rent from our custosnthat is based
recovering a portion of operating expenses, ina@agperating expenses will negatively impact ougrafing results. Our revenues and exp
recoveries are subject to longerm leases and may not be quickly increased sefffido recover an increase in operating costs exquinse:
Furthermore, the costs associated with owning gedating a property are not necessarily reducechwireumstances such as market factors
competition cause a reduction in rental revenuesi fthe property. Increases in same property operakpenses would reduce our oper:
results unless offset by higher rental rates, thygaict of any newly acquired or developed propertiesower general and administrative expe
and/or interest expense.

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

Further, we face significant competition for attree investment opportunities from an indeterminatenber of other real estate invest
including investors with significantly greater cegbiresources and access to capital than we haeh, & domestic and foreign corporations
financial institutions, publicly-traded and privtéeld REITSs, private institutional investment fundtsyestment banking firms, life insurar
companies and pension funds. Moreover, owners fafeoproperties may be reluctant to sell, resultindewer acquisition opportunities. A:
result of such increased competition and limitegparfunities, we may be unable to acquire additigraperties or the purchase price of ¢
properties may be significantly elevated, which rimagede our growth and materially and adverselgdaftis.

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

» the unavailability of favorable construction andg@rmanent financin

» construction costs exceeding original estimi

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

» lower than anticipated occupancy rates and rentsigg a property to be unprofitable or less prbfgahan originally estimate

Development and rdevelopment activities are also subject to risketirgy to our ability to obtain, or delays in olstiig, all necessary zonir
land-use, building, occupancy and other requiracegamental and utility company authorizations.

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

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

Certain of our properties have low tax bases nddato their estimated current fair values, and etiogly, the sale of such assets wc
generate significant taxable gains unless we satth properties in a tadeferred exchange under Section 1031 of the Inté&aaenue Code
another tax-free or tax-deferred transaction. Foexchange to qualify for tadeferred treatment under Section 1031, the netegds from th
sale of a property must be held by an escrow agatit applied toward the purchase of real estataeliwing for gain deferral. Given ti
competition for properties meeting our investmetiteda, there could be a delay in reinvesting spadteeds. Any delay in using the reinvestr
proceeds to acquire additional income producingtassould reduce our operating results.

8




Table of Contents

Because holders of Common Units, including one ohé¢ Company's officers and two of the Company's dirtors, may suffer advers
tax consequences upon the sale of some of our projes, they may seek to influence us not to sell ain properties even if such a sal
would otherwise be in our best interest Holders of Common Units may suffer adverse tamseguences upon the sale of certain prope
Therefore, holders of Common Units, including offi@ar officers and two of our directors, may haviedent objectives than our stockhold
regarding the appropriate pricing and timing ofrapgerty's sale. Although the Company is the soleega partner of the Operating Partnership
has the exclusive authority to sell any of our VW§h@wned Properties, those who hold Common Unity seek to influence us not to sell cer
properties even if such sale might be financiatlyantageous to stockholders, creditors, bondhololecsir business as a whole or influence 1
enter into tax deferred exchanges with the proceédach sales when such a reinvestment might therwise be in our best interest.

The value of our joint venture investments could bexdversely affected if we are unable to work effetely with our partners or our
partners become unable to satisfy their financial bligations. Instead of owning properties directly, we have dms cases invested, and r
continue to invest, as a partner or avemturer with one or more third parties. Under a@iarcircumstances, this type of investment may lve
risks not otherwise present, including the positybthat a partner or ceenturer might be unable to fund its obligationsnight have busine
interests or goals inconsistent with ours. Als@hsa partner or cgenturer may take action contrary to our requestatrary to provisions in o
joint venture agreements that could harm us. Ifweat to sell our interests in any of our joint wmets or believe that the properties in the |
venture should be sold, we may not be able to do saimely manner or at all, and our partner(symot cooperate with our desires, which c
harm us.

Our insurance coverage on our properties may be irdequate.We carry insurance on all of our properties, ingtgdnsurance for liability
fire, windstorms, floods, earthquakes and busimggsruption. Insurance companies, however, lioiarage against certain types of losses,
as losses due to terrorist acts, named windstogarthquakes and toxic mold. Thus, we may not haserance coverage, or sufficient insure
coverage, against certain types of losses andéwse tinay be decreases in the insurance coveragaldeaiShould an uninsured loss or a los
excess of our insured limits occur, we could loeom a portion of the capital we have investedairproperty or properties, as well as
anticipated future revenue from the property orperties. If any of our properties were to experemccatastrophic loss, it could disrupt
operations, delay revenue and result in large esggmo repair or rebuild the property. Furtheranfy our insurance carriers were to bec
insolvent, we would be forced to replace the emgsinsurance coverage with another suitable camied any outstanding claims would be at
for collection. In such an event, we cannot beaierthat we would be able to replace the coveragenalar or otherwise favorable terms. S
events could adversely affect our operating resultsfinancial condition.

Our use of debt to finance our operations could hav a material adverse effect on our cash flow and dity to make distributions. We
are subject to risks associated with debt financnigh as the sufficiency of cash flow to meet negpayment obligations, ability to comply w
financial ratios and other covenants and the ahiitha of capital to refinance existing indebtedses fund important business initiatives. Incre
in interest rates on our variable rate debt wounkdease our interest expense. If we fail to compl the financial ratios and other coven:
under our credit facilities, we would likely not béle to borrow any further amounts under sucHifies, which could adversely affect our abi
to fund our operations, and our lenders could &catd outstanding debt. Further, we are currestygaed corporate credit ratings from Moo
Investors Service, Standard and Poor's Rating &sn\and Fitch Ratings based on their evaluatiosuotreditworthiness. These agencies' ra
are based on a number of factors, some of whichatrevithin our control. In addition to factors sjfee to our financial strength and performar
the rating agencies also consider conditions affgdREITs generally. We cannot assure you thatcoedit ratings will not be downgraded. If «
credit ratings are downgraded or other negativemads taken, we could be required, among othergsi to pay additional interest and fee:
outstanding borrowings under our revolving creddility and term loans.

We generally do not intend to reserve funds taeeatkisting secured or unsecured debt upon matwkiey may not be able to repay, refina
or extend any or all of our debt at maturity or mpmy acceleration. If any refinancing is done ighér interest rates, the increased inte
expense could adversely affect our cash flow arlityato pay distributions. Any such refinancingudd also impose tighter financial ratios i
other covenants that restrict our ability to taleticms that could otherwise be in our best interesth as funding new development acti
making opportunistic acquisitions, repurchasing securities or paying distributions. If we do no¢eh our mortgage financing obligations,
properties securing such indebtedness could belésed on, which could have a material adverseceffea our cash flow and ability to
distributions.

We depend on our revolving credit facility for worg capital purposes and for the shitm funding of our development and acquisi
activity and, in certain instances, the repaymémtler debt upon maturity. Our ability to borrowder the revolving credit facility also allows
to quickly capitalize on accretive opportunitiesshbrtierm interest rates. If our lenders default undieirtobligations under the revolving cre
facility or we become unable to borrow additionahds under the facility for any reason, we woulddguired to seek alternative equity or ¢
capital, which could be more costly and adverselyact
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our financial condition. If such alternative capit@ere unavailable, we may not be able to make mewgstments and could have difficL
repaying other debt.

The Company may be subject to taxation as a regulacorporation if it fails to maintain its REIT status, which could also have
material adverse effect on the Company's stockholde and on the Operating Partnership.We may be subject to adverse consequences
Company fails to continue to qualify as a REIT federal income tax purposes. While we intend toraigein a manner that will allow t
Company to continue to qualify as a REIT, we carmprovide any assurances that the Company will rergaalified as such in the future, wh
would have particularly adverse consequences t€tmpany's stockholders. Many of the requirememtsaxation as a REIT are highly techn
and complex and depend upon various factual madtedscircumstances that may not be entirely within control. The fact that the Compi
holds virtually all of its assets through the Opieig Partnership and its subsidiaries further cacapes the application of the REIT requireme
Even a technical or inadvertent mistake could jediga our REIT status. Furthermore, Congress aadnternal Revenue Service might che
the tax laws and regulations and the courts miggte new rulings that make it more difficult, opimssible, for the Company to remain quali
as a REIT. If the Company fails to qualify as a REt would be subject to federal income tax atulag corporate rates and would, therefore,
less cash available for investments or paymentrioicipal and interest to creditors or bondhold&sch events would likely have a signific
adverse effect on our operating results, finarmaldition and cash flows.

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

» the level of institutional interest in |

» the perceived attractiveness of investment inruspimparison to other REI"

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

» our financial condition and performan

» the market's perception of our growth potential paténtial future cash dividens
* government action or regulation, including chanigetsix laws

* increases in market interest rates, which may ieeestors to expect a higher annual yield from distributions in relation to the price
the Common Stock;

» changes in our credit ratings; ¢

« any negative change in the level of our divid:

We cannot assure you that we will continue to payididends at historical rates. We generally expect to use cash flows from ojrgy
activities to fund dividends. The following factossll affect such cash flows and, accordingly, irghce the decisions of the Company's boa
directors regarding dividends:

» debt service requirements after taking into accalefit covenants and the repayment and restructofimgrtain indebtedness and
availability of alternative sources of debt and iggeapital and their impact on our ability to mdince existing debt and grow
business;

» scheduled increases in base rents of existingss

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

» changes in occupancy rates at existing propentidsaecution of leases for newly acquired or dgwediopropertie:

» changes in operating expen:

e anticipated leasing capital expenditures attribletat the renewal of existing leases or replacereases

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

The decision to declare and pay dividends on ther@on Stock in the future, as well as the timingoant and composition of any st
future dividends, will be at the sole discretiortltd Company's board of directors Any change individend policy could have a material advt
effect on the market price of the Common Stock.

Cash distributions reduce the amount of cash that wuld otherwise be available for other business pumses, including funding dek
maturities or future growth initiatives. For the Company to maintain its qualification @EIT, it must annually distribute to its stockhalsle
least 90% of REIT taxable income, excluding netitedygains. In addition, although capital gains act required to be distributed to main
REIT status, capital gains, if any, that are geteeras part of our capital recycling program argextt to federal and state income tax unless
gains are distributed to our stockholders. Castrildigions made to stockholders to maintain RE@&tst or to distribute otherwise taxable ca
gains limit our ability to accumulate capital faher business purposes, including funding debt rites or growth initiatives.

Because provisions contained in Maryland law, the @mpany's charter and the Company's bylaws may havan anti-takeover effect
stockholders may be prevented from receiving a “camol premium” for the Common Stock. Provisions contained in the Company's chi
and bylaws as well as Maryland general corporda@nmay have antiakeover effects that delay, defer or prevent adakr attempt, and there
prevent our stockholders from receiving a “confri@mium”for their shares. For example, these provisions dedgr or prevent tender offers
the Common Stock or purchases of large blocks @fGbmmon Stock, thus limiting the opportunities ttee Company's stockholders to recei
premium for their shares of Common Stock over thexvailing market prices. These provisions incltidefollowing:

* Ownership limit . The Company's charter prohibits direct, indit@ctonstructive ownership by any person or entitsnore than 9.8% «
the Company's outstanding capital stock. Any attetmmwn or transfer shares of capital stock inesscof the ownership limit withc
the consent of the Company's board of directorsbeilvoid.

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

* Maryland unsolicited takeover statute. Under Maryland law, the Company's board of directoould adopt various arttkeove
provisions without the consent of stockholders. Hdoeption of such measures could discourage oftershe Company or make
acquisition of the Company more difficult, even whan acquisition would be in the best intereshef€ompany's stockholders.

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

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

The following table sets forth information about ®iholly Owned Properties:

December 31, 2011 December 31, 2010
Percent Percent
Occupied/ Occupied/
Rentable Leased/ Rentable Leased/
Square Feet Pre-Leased Square Feet Pre-Leased
In-Service (Occupied):
Office 22,612,00 89.2% 20,502,00 89.€%
Industrial 5,827,001 91.€ 5,827,001 90.4
Retall 853,00( 98.7 853,00( 97.¢
Total or Weighted Average 29,292,00 90.(% 27,182,00 90.2%
Development(Leased/pre-leased)
Completed—Not Stabilized(1)
Office 117,00( 100.% 265,00( 13.4%
Total or Weighted Average 117,00( 100.(% 265,00( 13.4%
In Process(1)
Office 228,00( 88.€% — —
Total or Weighted Average 228,00( 88.9% — —
Total:
Office 22,957,00 20,767,00
Industrial 5,827,00! 5,827,001
Retail 853,00( 853,00(
Total 29,637,00 27,447,00

(1) We consider a development project to be stabiligeoh the earlier of the original projected stakiiian date or the date such project is generallyentioar
90% occupied. None of these properties qualifieddevelopment in process as reflected in our Cadeteld Balance Sheets since substantial develo|
activity is not underway.

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

Year Ended December 31,
2011 2010 2009

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

Dispositions (136) (1,309) (550)
Developments Placed In-Service 20¢ 418 751
Redevelopment/Other (53 (35) 17
Acquisitions 2,091 33¢€ 22C
Net Change in Square Footage of In-Service Wholly @ned Properties 2,11C (59%) 404
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The following table sets forth information aboutroun-service Wholly Owned Properties by segment and égggaphic location
December 31, 2011 :

Percentage of Annualized Cash Rental Revenyg)

Rentable
Market Square Feet Occupancy Office Industrial Retail Total
Raleigh 4,245,001 90.1% 15.6% — — 15.6%
Atlanta 6,378,001 90.1 11.€ 3.5% — 15.1
Tampa 2,879,001 90.2 13.4 — — 13.4
Nashville 3,094,001 94.1 12.€ — — 12.€
Kansas City 1,504,001 90.5 2.9 — 6.5% 94
Memphis 2,072,001 85.€ 8.C — — 8.C
Richmond 2,229,001 90.C 7.2 — — 7.2
Pittsburgh 1,540,001 82.7 7.C — — 7.C
Piedmont Triad 4,038,001 91.1 4.3 2E — 6.8
Greenville 897,00( 89.¢ 3.1 — — 3.1
Orlando 416,00( 90.€ 1.8 — — 1.8
Total 29,292,00 90.C% 87.5% 6.C% 6.5% 100.(%

(1) Annualized Cash Rental Revenue is cash reswahnue (base rent plus additional rent based eietrel of operating expenses, excluding straligietrent) fo
the month of December 2011 multiplied by 12.

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

Annualized Annualized Cash
GAAP Rent Rent
Average Per Square Per Square
Occupancy Foot (1) Foot (2)
2007 90.2% $ 16.72 $ 16.27
2008 91.2% $ 1741 $ 17.1¢
2009 88.2% $ 17.7¢  $ 17.5%
2010 88.% $ 18.0: $ 17.4(
2011 89.¢% $ 18.5¢ $ 17.8¢

(1) Annualized GAAP Rent Per Square Foot is rergeénue (base rent plus additional rent basethetevel of operating expenses, including stralglgrent
for the month of December of the respective yedltiplied by 12, divided by total occupied squaretige.

(2) Annualized Cash Rent Per Square Foot is caistalrrevenue (base rent plus additional rent baseithe level of operating expenses, excludinggiitdine
rent) for the month of December of the respectiearynultiplied by 12, divided by total occupied arrifootage.
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Customers

The following table sets forth information concemithe 20 largest customers of our Wholly OwnedoBrties at December 31, 2011 :

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

Federal Government 2,069,49: $ 43,51¢ 9.1%% 7.2
AT&T 755,66" 14,637 3.0¢ 1.8
PPG Industries 340,42¢ 8,83¢ 1.87 9.5
PricewaterhouseCoopers 318,64° 8,79¢ 1.8€ 1.2
State of Georgia 417,53! 7,47¢ 1.5¢ 6.2
Healthways 290,68¢ 6,70z 142 10.4
Metropolitan Life Insurance 296,59¢ 5,95¢ 1.2¢ 6.3
T-Mobile USA 210,97: 5,64¢ 1.1¢ 2.t
HCA Corporation 231,17¢ 5,34t 1.13 3.2
Lockton Companies 170,74: 5,00: 1.0€ 18.Z
Syniverse Technologies 198,75( 4,19¢ 0.8¢ 4.8
BB&T 256,37¢ 4,104 0.87 3.€
Vanderbilt University 188,25 4,03¢ 0.8& 3.8
RBC Bank 164,27: 3,971 0.84 14.¢
SCI Services 162,78« 3,78t 0.8C 5.€
Volvo 302,50¢ 3,68: 0.7¢ 2.8
Aon 149,11 3,58¢ 0.7€ 8.C
Jacobs Engineering Group 210,12¢ 3,53: 0.7t 3.2
Fluor Enterprises 195,93( 3,511 0.74 14
Deloitte & Touche 120,93¢ 3,36: 0.71 2.2
Total 7,050,991 $ 149,69: 31.6%% 6.C

(1) Annualized Cash Rental Revenue is cash reswahue (base rent plus additional rent based eietrel of operating expenses, excluding straligietrent) fo
the month of December 2011 multiplied by 12.
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Land Held for Development

We wholly owned 586 acres of development land atdbeber 31, 2011 . We estimate that we can devglppaimately 5.7 million an@.7
million rentable square feet of office and industspace, respectively, on the 52éres that we consider core assets for our futeveldpmer
needs. Our development land is zoned and avaifableffice and industrial development, and neallyo& the land has utility infrastructure
place. We believe that our commercially zoned aneéngumbered land in existing business parks gigea development advantage over ¢
commercial real estate development companies iryrobaur markets.

We consider 62 acres of our wholly owned developgni@nd at December 31, 2011 to be romme assets that are not necessary fo
foreseeable future development needs. We intemtispmse of such nocere development land through sales to third padiecontributions 1
joint ventures

Other Properties

The following table sets forth information about atabilized in-service properties in which we oaminterest (50.0% or less) by segment
and by geographic location at December 31, 2011 :

Percentage of

welghted Cash Ronta
Rentable Ownership —Revenue(l)
Market Square Feet Interest Occupancy Office

Orlando, FL 1,853,001 35.2% 83.(% 40.€%
Kansas City, MQ2) 719,00( 43.C 83.¢ 18.7
Raleigh, NC 814,00( 25.C 93.t 12.¢
Atlanta, GA 840,00( 40.€ 75.7 12.€
Richmond, VA(3) 413,00( 50.C 100.C 8.6
Tampa, FL@4) 205,00 20.C 81.C 3.6
Piedmont Triad, NC 258,00( 43.4 42.¢ 1.8
Charlotte, NC 148,00( 22.¢ 100.C 1.3
Total 5,250,001 35.2% 83.4% 100.(%

(1) Annualized Cash Rental Revenue is cash reswahnue (base rent plus additional rent based eietrel of operating expenses, excluding straligietrent) fo
the month of December 2011 multiplied by 12.

(2) Includes a 12.5% interest in a 261,000 sqt@ot office property owned directly by the Compampt included in the Operating Partnershkigonsolidate
Financial Statements).

(3) We own a 50.0% interest in this joint venture, vbhie consolidate:

(4) We own a 20.0% interest in this joint venture, vbhie consolidate:
Lease Expirations

The following tables set forth scheduled lease ratjpins for existing leases at our in-service aochgleted —not stabilized Wholly Owne
Properties at December 31, 2011 :
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Office Properties:

Percent of
Percentage of Average Annualized
Rentable Leased Square Annualized Annual Cash Cash Rental
Square Feet Footage Cash Rental Rental Rate Revenue
Subject to Represented Revenue Per Square Represented
Expiring by Expiring Under Expiring Foot for by Expiring
Lease Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands)
2012(2) 2,155,611 10.7% $ 44,14:  $ 20.4¢ 10.7%
2013 2,74117 13.€ 60,66: 22.1: 14.¢
2014 2,725,88! 13.5 58,46( 21.4¢ 14.¢
2015 2,506,122 12.4 51,20 20.4: 12.5
2016 2,239,94. 11.1 41,26( 18.42 10.C
2017 2,035,92i 10.1 37,46¢ 18.4( 9.1
2018 1,160,62. 54 25,221 21.7: 6.1
2019 914,30! 4.t 18,22¢ 19.9¢ 4.4
2020 606,35 3.C 10,39¢ 17.1¢ 2.5
2021 1,197,561 5.¢ 24,66: 20.5¢ 6.C
Thereafter 1,893,83. 9.4 39,657 20.9¢ 9.€
20,177,36 100.(% $ 411,360 $ 20.3¢ 100.(%
Industrial Properties:
Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands)
2012(3) 712,24¢ 13.4% $ 4,30¢ $ 6.0 15.2%
2013 693,52: 13.C 3,971 5.7¢ 14.1
2014 1,000,90: 18.7 5,522 5.52 19.4
2015 468,01t 8.8 2,43¢€ 5.2C 8.€
2016 655,23 12.5 3,03¢ 4.64 10.€
2017 474,63 8.¢ 1,62¢ 3.4z 5.8
2018 88,46 1.7 431 4.87 1.t
2019 146,32 2.7 66¢ 4.57 2.4
2020 90,07¢ 1.7 37€ 4.17 1.2
2021 175,80! 3.2 581 3.3C 2.1
Thereafter 828,95 15.5 5,28 6.3¢ 18.7
5,334,18! 100.(% $ 28,24¢ $ 5.3C 100.(%

(1) Annualized Cash Rental Revenue is cash reswahnue (base rent plus additional rent based eietrel of operating expenses, excluding straligietrent) fo
the month of December 2011 multiplied by 12.

(2) Includes 126,000 square feet of leases tladara month-to-month basis, which represent ®Mb%6tal annualized cash rental revel

(3) Includes 133,000 square feet of leases tladara month-to-month basis, which represent iltétal annualized cash rental rever
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Retail Properties:

Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands)
2012(2) 67,64¢ 8% $ 1,80 $ 26.65 5.6%
2013 81,51¢ 9.7 2,02¢ 24.8: 6.€
2014 40,12( 4.8 1,99 49.6¢ 6.5
2015 55,03’ 6.5 2,77: 50.3¢ 9.1
2016 63,39’ 7.5 3,162 49.8¢ 10.5
2017 93,57( 11.1 2,281 24.3¢ 7.5
2018 83,58¢ 9.¢ 4,10¢ 49.1¢€ 13.4
2019 96,624 11.¢ 2,96( 30.6: 9.7
2020 67,67¢ 8.C 2,08: 30.7¢ 6.8
2021 103,97 12.5 4,21¢ 40.5¢ 13.7
Thereafter 88,65¢ 10.t 3,20% 36.1°¢ 10.5
841,80t 100.(% $ 30,60¢ $ 36.3¢ 100.(%
Total:
Percent of
Percentage of Annualized Average Annualized
Rentable Leased Square Cash Rental Annual Cash Cash Rental
Square Feet Footage Revenue Rental Rate Revenue
Subject to Represented Under Per Square Represented
Expiring by Expiring Expiring Foot for by Expiring
Lease Expiring Leases Leases Leases(1) Expirations Leases(1)
($ in thousands)
2012(3) 2,935,50: 11.1% $ 50,25¢ $ 17.1z2 10.7%
2013 3,516,211 13.2 66,657 18.9¢ 14.2
2014 3,766,91. 14.c 65,97¢ 17.51 14.1
2015 3,029,18. 11t 56,41¢ 18.62 12.C
2016 2,958,57! 11.2 47,46( 16.04 10.1
2017 2,604,13! 9.¢ 41,37¢ 15.8¢ 8.8
2018 1,332,67! 5.1 29,76! 22.3: 6.2
2019 1,157,25: 4.4 21,85 18.8¢ 4.€
2020 764,10 2.¢ 12,85 16.8: 2.7
2021 1,477,34. 5.€ 29,46( 19.9¢ 6.2
Thereafter 2,811,44. 10.7 48,14¢ 17.1: 10.2
26,353,35 100.(% $ 470,22 % 17.8¢ 100.(%

(1) Annualized Cash Rental Revenue is cash reswahnue (base rent plus additional rent based eietrel of operating expenses, excluding straligietrent) fo
the month of December 2011 multiplied by 12.

(2) Includes 4,000 square feet of leases thapm month-to-month basis, which represent less Ghioof total annualized cash rental revet

(3) Includes 263,000 square feet of leases tladara month-to-month basis, which represent ®M6%btal annualized cash rental revel
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ITEM 3. LEGAL PROCEEDINGS

We are from time to time a party to a variety ajdkproceedings, claims and assessments arisitiggiordinary course of our business.
regularly assess the liabilities and contingentiesonnection with these matters based on thetlatEmmation available. For those matters wi
it is probable that we have incurred or will in@itoss and the loss or range of loss can be reblgoestimated, the estimated loss is accruec
charged to income in our Consolidated Financiatedtants. In other instances, because of the unmgetarelated to both the probable outci
and amount or range of loss, a reasonable estiofidigbility, if any, cannot be made. Based on thierent expected outcome of such matters,
of these proceedings, claims or assessments ictexb® have a material adverse effect on our lessirfinancial condition, results of operati
or cash flows.
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ITEM X. EXECUTIVE OFFICERS OF THE REGISTRANT

The Company is the sole general partner of the &jmer Partnership. The following table sets fontfiormation with respect to t
Company’s executive officers:

Name Age Position and Background

Edward J. Fritsch 53 Director, President and Chief Executive Officer.

Mr. Fritsch has been a director since January 2801 Fritsch became our chief execut
officer and chair of the investment committee of board of directors on July 1, 2004 ¢
our president in December 2003. Prior to that, Mitsch was our chief operating offic
from January 1998 to July 2004 and was a vice geasiand secretary from June 199:
January 1998. Mr. Fritsch joined our predecessdr9i®2 and was a partner of that entit
the time of our initial public offering in June 189Mr. Fritsch is a member of the Natio
Association of Real Estate Investment Trusts (“NARIE Board of Governors and memt
of its executive committee, past chair of the Ursity of North Carolina Board of Visitor
trustee of the North Carolina Symphony, directothd YMCA of the Triangle, director
Capital Associated Industries, Inc. and membetaudit committee and member of Wi
Fargo's Central Regional Advisory Board.

Michael E. Harris 62 Executive Vice President and Chief Operating Office

Mr. Harris became chief operating officer in Jul§02. Prior to that, Mr. Harris was a ser
vice president and was responsible for our oparatia Memphis, Nashville, Kansas C
and Charlotte. Mr. Harris was executive vice prestdof Crocker Realty Trust prior to
merger with us in 1996. Before joining Crocker Rgdlrust, Mr. Harris served as senior v
president, general counsel and chief financialceffiof Towermarc Corporation, a privat
owned real estate development firm. Mr. Harris im@ember of the executive committee
the Urban Land Institute Friangle Chapter and is past president of the LamBtpha
International Land Economics Society. Mr. Hardarrently serves on the Advisory Boarc
the Graduate School of Real Estate at the Uniyeo$iMississippi.

Terry L. Stevens 63 Senior Vice President and Chief Financial Officer.

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

Jeffrey D. Miller 41 Vice President, General Counsel and Secretary.
Prior to joining us in March 2007, Mr. Miller waspartner with DLA Piper US, LLP, whe
he practiced since 2005. Previously, he had bepartmer with Alston & Bird LLP. He i
admitted to practice in North Carolina. Mr. Milleurrently serves as lead indepenc
director of Hatteras Financial Corp., a publiclgeted mortgage REIT.
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PART II

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

The following table sets forth high and low stocicps per share reported on the NYSE and divideadts per share:

2011 2010
Quarter Ended High Low Dividend High Low Dividend
March 31 $ 35.1f $ 3128 % 0.42F % 33.9¢ % 27.0¢ $ 0.42%
June 30 $ 3751 $ 3171 % 0.428 % 3381 % 2757 $ 0.42%
September 30 $ 351t $ 264 % 0.42F % 3328 % 26.28  $ 0.42¢
December 31 $ 3227 $ 25.6¢ $ 0.42t % 353t % 293¢ % 0.42¢

On December 31, 2011 , the last reported stocle pfache Common Stock on the NYSE was $29.67 pareshnd the Company hdgD3¢
common stockholders of record. There is no pubédihg market for the Common Units. On December2B,1, the Operating Partnership t
112 holders of record of Common Units (other thia@ €Company). At December 31, 2011 , there were #lion shares of Common Sto
outstanding and 3.7 million Common Units outstaggimot owned by the Company.

Because the Company is a REIT, the partnershipeatgat requires the Operating Partnership to digiilat least enough cash for
Company to be able to distribute to its stockhaderleast 90.0% of its REIT taxable income, exclgchet capital gains. Sedtém 1A. Risl
Factors —Cash distributions reduce the amount of cash thatldvotherwise be available for other business @sep, including funding de
maturities or future growth initiatives.”

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

» debt service requirements after taking into accalefit covenants and the repayment and restructofimgrtain indebtedness and
availability of alternative sources of debt and iggeapital and their impact on our ability to mdince existing debt and grow
business;

» scheduled increases in base rents of existingds

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

» changes in occupancy rates at existing propentidsaecution of leases for newly acquired or dgwediopropertie:

» changes in operating expen:

» anticipated leasing capital expenditures attribletad the renewal of existing leases or replaceresses

e anticipated building improvements; ¢

» expected cash flows from financing and investingyvies.

The following stock price performance graph compdhe performance of our Common Stock to the S&®, &8 Russell 2000 and the F1
NAREIT All Equity REITs Index. The stock price perfnance graph assumes an investment of $100 i€ommmon Stock and the three indi
on December 31, 2005 and further assumes the stimeat of all dividends. Equity REITs are definedtlose that derive more than 75.09
their income from equity investments in real estasets. The FTSE NAREIT All Equity REITs Indexludes all equity REITs not designatec

Timber REITs listed on the NYSE, the American Std&tkchange or the NASDAQ National Market System.cBtprice performance is r
necessarily indicative of future results.
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Total Return Performance
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For the Period from December 31, 2006 to Decembef 3

Index 2007 2008 2009 2010 2011

Highwoods Properties, Inc. 75.3:¢ 74.2¢ 96.8: 97.8: 96.0¢
S&P 500 105.4¢ 66.4¢€ 84.0¢ 96.71 98.7¢
Russell 2000 98.4:% 65.1¢ 82.8¢ 105.1¢ 100.7¢
FTSE NAREIT All Equity REITs Index 84.31 52.5( 67.2( 85.9¢ 93.11

The performance graph above is being furnishedaasgb this Annual Report solely in accordance wiith requirement under Rule 14a-3(b)
(9) to furnish the Company’stockholders with such information and, therefisenot deemed to be filed, or incorporated bemefice in an
filing, by the Company or the Operating Partnerslmper the Securities Act of 1933 or the Securiirshange Act of 1934.

During 2011 , cash dividends on Common Stock tdt#l&.70 per share, $0.58 which represented return of capital and nonevbich
represented capital gains for income tax purpcoBle.minimum dividend per share of Common Stock ireglufor the Company to maintain
REIT status was $1.01 per share in 2011 .

During the fourth quarter of 2011 , the Companyéssan aggregate of 21,16hares of Common Stock to holders of Common Unithé
Operating Partnership upon the redemption of a tikenber of Common Units in private offerings exerfmpim the registration requireme
pursuant to Section 4(2) of the Securities Act.lEafthe holders of Common Units was an accreditedstor under Rule 501 of the Securi

Act. The resale of such shares was registereddZtmpany under the Securities Act.

The Company has a Dividend Reinvestment and Staskh@se Plan (“DRIP”under which holders of Common Stock may elec
automatically reinvest their dividends in additibshares of Common Stock and make optional casimpais for additional shares of Comn
Stock. The Company may elect to satisfy its DRIRgaltions by issuing additional shares of Commoocktor causing the DRIP administrato
purchase Common Stock in the open market.

The Company has an Employee Stock Purchase Plaugnirto which employees generally may contribysetar 25.0% of their ca:
compensation for the purchase of Common Stock.hatend of each three-month offering period, eadfigi@ant’s account balance, whi
includes accrued dividends, is applied to acquieres of Common Stock at a cost that is calculate25.0% of the average closing price or
NYSE on the five consecutive days preceding thiedag of the quarte

Information about the Comparsyequity compensation plans and other related ktddkr matters is incorporated herein by referemncthe
Company’s Proxy Statement to be filed in connectidth its annual meeting of stockholders to be r@idMay 15, 2012 .

21




Table of Contents
ITEM 6. SELECTED FINANCIAL DATA

The operating results of the Company for the yesded December 31, 2010 , 2009 , 2008 and 2@0¢é been revised from previou
reported amounts to reflect in discontinued operatithe operations for those properties sold od liet sale which required discontint
operations presentation. The information in thdofeing tables should be read in conjunction witle t8ompanys Consolidated Financ
Statements and related notes and Managem@&iscussion and Analysis of Financial Conditiom &esults of Operations included herein (
thousands, except per share data):

Year Ended December 31,

2011 2010 2009 2008 2007
Rental and other revenues $ 482,85. $ 461,12t $ 448,01¢ $ 443,018  $ 410,29:
Income from continuing operations $ 4450 $ 7091C $ 46,45¢ % 37,51t 3 48,91¢
Income from continuing operations available for cormon
stockholders $ 3538( $ 60,467 $ 37,400 $ 23,86¢ $ 30,13(
Net income $ 4797 % 72,30 % 61,69 $ 3561 $ 97,09¢
Net income available for common stockholders $ 38,677 $ 61,79 $ 51,77¢ % 22,08 $ 74,98:
Earnings per common share — basic:
Income from continuing operations available for coom stockholders $ 0.4¢ $ 084 $ 058 $ 04C $ 0.5¢
Net income $ 054 % 08¢ $ 0.7¢ $ 037 $ 1.32
Earnings per common share — diluted:
Income from continuing operations available for coom stockholders  $ 0.4¢ % 084 % 058 % 04C $ 0.5¢
Net income $ 054 $ 0.8¢ $ 0.7¢ % 0371 $ 1.31
Dividends declared and paid per common share $ 1.7¢ % 1.7¢ % 1.7¢ % 17¢ % 1.7¢C
December 31,
2011 2010 2009 2008 2007
Total assets $ 3,180,99. $ 2,871,830 % 2,887,10. $ 2,946,171 $ 2,926,95!
Mortgages and notes payable $ 1,903,21. $ 1,522,94" $ 1,469,145 $ 1,604,68 $ 1,641,98
Financing obligations $ 31,44: % 33,11 $ 37,706  $ 34,17: $ 35,07
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The operating results of the Operating Partnerétighe years ended December 31, 2010 , 2009 , 20082007have been revised frc
previously reported amounts to reflect in discamith operations the operations for those propesa@d or held for sale which requi
discontinued operations presentation. The inforomath the following tables should be read in comfion with the Operating Partnership’
Consolidated Financial Statements and related rastddVlanagemerg’Discussion and Analysis of Financial Condition &esults of Operatio
included herein ($ in thousands, except per uré)da

Year Ended December 31,

2011 2010 2009 2008 2007
Rental and other revenues $ 482,85. $ 461,12t $ 448,01¢ $ 443,01¢ $ 410,29
Income from continuing operations $ 4456: $ 70,88 $ 46,40 $ 37,39 % 48,17
Income from continuing operations available for coormon unitholders $ 37,35¢ % 63,69C $ 39,68 $ 2543t $ 31,73¢
Net income $ 48,03: % 72,27¢ % 61,64( $ 3548: $ 94,89t
Net income available for common unitholders $ 40,82¢ % 65,08! $ 54,92. % 23,53( $ 78,45¢
Earnings per common unit — basic:
Income from continuing operations available for coom unitholders  $ 0.4¢ % 0.8t % 0.5€ $ 04C $ 0.52
Net income $ 054 % 0871 $ 071 % 0371 $ 1.2¢
Earnings per common unit — diluted:
Income from continuing operations available for coom unitholders  $ 0.4¢ % 0.8t % 0.5¢ $ 04C $ 0.52
Net income $ 054 $ 087 $ 077 $ 037 $ 1.2¢
Distributions declared and paid per common unit $ 1.7¢  $ 1.7¢  $ 1.7¢  $ 1.7¢ % 1.7¢C
December 31,

2011 2010 2009 2008 2007
Total assets $ 3,179,88 % 2,870,67. $ 2,885,731 $ 2,944,85 $ 2,925,80-
Mortgages and notes payable $ 1,903,21. $ 1,522,94" $ 1,469,145 $ 1,604,68 $ 1,641,98
Financing obligations $ 31,44: % 33,11 $ 37,706  $ 34,17: $ 35,07
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The Company is a fully integrated, self-administei@nd selfmanaged equity REIT that provides leasing, managendevelopmen
construction and other custometated services for our properties and for thiadips. The Company conducts virtually all of it$iaties througl
the Operating Partnership. The Operating Partnefishinanaged by the Company, its sole general gar&t December 31, 201,1we owned c
had an interest in 338 in-service office, industaiad retail properties, encompassing approximaddlp million square feet, 9&ntal residenti
units and 17 fowsale residential condominiums, which includes &%?interest in a 261,000 square foot office prgpéitectly owned by tr
Company (not included in the Operating Partnershfnsolidated Financial Statements). We are bas&ahleigh, NC, and our properties
development land are located in Florida, GeorgiarWand, Mississippi, Missouri, North Carolina, Reylvania, South Carolina, Tennessee
Virginia.

You should read the following discussion and aralys conjunction with the accompanying ConsolidaEénancial Statements and rele
notes contained elsewhere herein.

Disclosure Regarding Forward-Looking Statements

Some of the information in this Annual Report man@in forwardlooking statements. Such statements include, itiqodar, statemen
about our plans, strategies and prospects undesdietion and under the heading “ltem 1. Businessu’ can identify forwardeoking statemen
by our use of forward-looking terminology such asay,” “will,” “expect,” “anticipate,” “estimate,” tontinue”or other similar words. Althoug
we believe that our plans, intentions and expemtatreflected in or suggested by such forwlanking statements are reasonable, we cannot ¢
you that our plans, intentions or expectations Wélachieved. When considering such forwlaaking statements, you should keep in minc
following important factors that could cause outuatresults to differ materially from those coniil in any forward-looking statement:

" ow ” o

» the financial condition of our customers could detate

e« we may not be able to lease or release second a@mespace, defined as previously occupied spaaieltecomes available for lee
quickly or on as favorable terms as old leases;

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

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

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

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

* we may not be able to meet our liquidity requiretsear obtain capital on favorable terms to fund warking capital needs and grov
initiatives or to repay or refinance outstandingptdgpon maturity; and

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

looking statements. We undertake no obligationubliply release the results of any revisions testhéorwardiooking statements to reflect ¢
future events or circumstances or to reflect thmugence of unanticipated events.
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Executive Summary
Our Strategic Plan focuses on:
» owning highgquality, differentiated real estate assets in #itelo submarkets in our core mark

» improving the operating results of our existing pedies through concentrated leasing, asset maragerost control and custon
service efforts;

» developing and acquiring office properties in kefjlli submarkets that improve the overall qualifyonr portfolio and generate attract
returns over the long-term for our stockholders;

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

e maintaining a conservative, flexible balance shatt ample liquidity to meet our funding needs gmdwth prospect

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

The key components affecting our rental and otlesemues are average occupancy, rental rates, neelopenents placed in servi
acquisitions and dispositions. Average occupanagyerdly increases during times of improving ecoroiguiowth, as our ability to lease sp
outpaces vacancies that occur upon the expiratiérexisting leases. Average occupancy generalljlirdes during times of slower econor
growth, when new vacancies tend to outpace ouityld lease space. Asset acquisitions, dispostiand new developments placed in sel
directly impact our rental revenues and could inipaec average occupancy, depending upon the occypate of the properties that are acqu
sold or placed in service. A further indicator loé tpredictability of future revenues is the expedease expirations of our portfolio. As a resin
addition to seeking to increase our average ocayphy leasing current vacant space, we also mustesdrate our leasing efforts on renev
leases on expiring space. For more informationrdigg our lease expirations, see “ltem 2. Properiéease ExpirationsWe expect averay
occupancy in 2012 to be similar compared to 2011.

Whether or not our rental revenue tracks averagamancy proportionally depends upon whether rentieunew leases signed are highe
lower than the rents under the previous leasesudlimed rental revenues from second generatiores¢eagned during any particular year
generally less than 15% of our total annual remt&knues. During the fourth quarter of 2011 , wasésl 1.1 millionsquare feet of seco
generation office space, defined as space previaeslupied under our ownership that becomes avaifab lease or acquired vacant space, w
weighted average term of 6.8 years. On averagantémprovements for such leases were $11.45 parsedoot, lease commissions wék 5¢
per square foot and rent concessions were $3.4&cperre foot. Annualized GAAP rents under suchdgagere $21.96 per square foot2a8%
higher than under previous leases.

We strive to maintain a diverse, stable and creatitiy customer base. We have an internal guidelihereby customers that account
more than 3% of our revenues are periodically regkwith the Company's Board of Directors. Curngntlb customer accounts for more than
of our revenues other than the Federal Governmehich accounts for 9.2% of our revenues, and AT&Mhjch accounts for 3.1%f our
revenues. See “ltem 2. Properties - Customers.”

Our expenses primarily consist of rental propenstpemnses, depreciation and amortization, generalaamdinistrative expenses and inte
expense. From time to time, expenses also incloghairments of assets held for use. Rental propeqpenses are expenses associated wit
ownership and operation of rental properties amtlide expenses that vary somewhat proportionatebctupancy levels, such as common
maintenance and utilities, and expenses that deargtbased on occupancy, such as property taxesiaarance. Depreciation and amortizatic
a noneash expense associated with the ownership ofpreglerty and generally remains relatively consistath year, unless we buy, plac
service or sell assets, since we depreciate ogepties and related building and tenant improvenaseéts on a straighite basis over a fixed lif
General and administrative expenses, net of amaapiitalized, consist primarily of management amgpleyee salaries and other personnel ¢
corporate overhead and long-term incentive compiemsa
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We anticipate commencing up to $150 million of n@ewelopment in 2012 . Any such projects would retlaced in service until 2018
beyond. We also anticipate acquiring up to $300onilof new properties and selling up to $150 raiiliof non-core properties in 2012 .

We intend to maintain a conservative and flexibddahce sheet that allows us to capitalize on faMeraevelopment and acquisit
opportunities as they arise. As of December 31120dur mortgages and notes payable representé@o48.the undepreciated book value of
assets. We expect this ratio to remain under 5086 gl2012 .

Results of Operations
Comparison of 2011 to 2010
Rental and Other Revenues

Rental and other revenues from continuing operatiware $21.7 million, or 4.7%, higher in 2011 ampared to 2010 primarily due to
acquisitions of office properties in Pittsburgh, ,P&lanta, GA and Raleigh, NC in 2011 and officegerties in Memphis, TN and Tampa, Fl
2010, which accounted for $20.0 million of the m&se, and the contribution of development propenilaced in service at various tir
throughout the twagrear period, which accounted for $1.8 million oétimcrease. Same property revenues were virtuaibhanged in 201
compared to 2010 primarily due to an increase ieraye occupancy from 89.7% in 2010 to 90.2% in 2@ffset by a slight decrease
annualized GAAP rents per square foot from $18m&010 to $18.38 in 2011. We expect 2012 rental aetheér revenues, adjusted for .
discontinued operations, to increase over 201 ltaltize full year contribution of acquisitions clds@a 2011 and slightly higher average occupi
as a result of improving economic conditions.

Operating Expenses

Rental property and other expenses were 7.6% high@011 as compared to 2010 primarily due to agent acquisition activity, tl
contribution of development properties recentlycplhin service and higher real estate taxes alitlestin our same property portfolio. We exg
2012 rental property and other expenses, adjusiedrfy discontinued operations, to increase ovdrl2due to the full year contribution
acquisitions closed in 2011.

Operating margin, defined as rental and other re@eress rental property and other expenses eggressa percentage of rental and ¢
revenues, was lower at 63.5% in 2011 as comparéd.&% in 2010. Operating margin is expected teiblar in 2012 as compared to 2011.

Depreciation and amortization was 5.6% higher i1i12@&s compared to 2010 primarily due to our re@aguisition activity and tt
contribution of development properties recentlycpthin service. We expect depreciation expense toigher in 2012 as compared to 2011 di
the full year contribution of acquisitions closed2011.

We recorded impairment of assets held for use af §fllion in 2011 related to two office propertiesated in Orlando, FL. Impairments 1
arise from a number of factors; accordingly, thesia be no assurances that we will not be requoeddord additional impairment charges in
future.

General and administrative expenses were 8.4% high2011 as compared to 2010 primarily due to propacquisition costs, offset
lower expenses from management's continuing effartsontrol general and administrative expenses. eifgect general and administra
expenses in 2012 to decrease over 2011 due to lmeperty acquisition costs.

Other Income
Other income was $1.7 million higher in 2011 as paned to 2010 primarily due to interest income nradvance to unconsolidated affili

in 2011 and loss on debt extinguishment in 2010. a¥gect other income in 2012 to increase slighttgrd2010 due to the full year impact
interest income on this advance to unconsolidaffdthte.
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I nterest Expense

Interest expense was 2.8% higher in 2011 as comigar@010 primarily due to higher average debt@a from our net acquisition ¢
investment activity, offset by lower average ingtmates and higher financing obligation intereqiemse in 2010. We anticipate interest exp
will increase in 2012 due to the full year impatthaher average debt balances from acquisitioiviggt partly offset by lower average inter
rates on our outstanding borrowings in 2012.
Gainson Disposition of I nvestment in Unconsolidated Affiliates

Gains on disposition of investment in unconsolidaéiliates were $23.0 million lower in 2011 aswgared to 2010 due to the dispositio
our equity interests in a series of unconsolidgdet ventures relating to properties in Des Moinésin 2010.

Gain on Disposition of Discontinued Operations

Gains on disposition of discontinued operationsen®2.7 million higher in 2011 as compared to 20L@ tb the disposition of an offi
property in Winston Salem, NC in 2011.

Dividends on Preferred Stock

Dividends on Preferred Stock were $2.2 million lowe2011 as compared to 2010 due to the redempfidireferred B shares in 2011. A
result of this redemption we recorded $1.9 millafrexcess of Preferred Stock redemption cost caaying value.

Comparison of 2010 to 2009
Rental and Other Revenues

Rental and other revenues from continuing operativare $13.1 million, or 2.9%, higher in 2010 ampared to 2009. The increase in re
and other revenues was primarily due to the adiprisi of an office property in Memphis, TN in 2048d an office property in Tampa, FL
2009, which accounted for $9.2 million of the irase, and the contribution of development propepiased in service at various times throug|
the twoyear period, which accounted for $7.3 million of thcrease. Same property revenues were $4.4 mithiol.1%, lower in 2010 compal
to 2009. The decrease in same property revenuahke@gprimarily from a decrease in average occupdram 90.0% in 2009 to 89.6% in 2C
and in annualized GAAP rents per square foot frd®.$9 in 2009 to $18.08 in 2010.

Operating Expenses
Rental property and other expenses were 1.0% high2010 as compared to 2009 primarily due to @eent acquisition activity and 1
contribution of development properties recentlycpld in service, offset by lower expenses resulfiogn management's continuing efforts

reduce operating expenses in our same propertjoport

Operating margin, defined as rental and other re@eress rental property and other expenses eggressa percentage of rental and ¢
revenues, was higher at 64.5% in 2010 as comperéd.8% in 2009.

Depreciation and amortization was 4.4% higher iht@®8s compared to 2009 primarily due to our actiaisiactivity and the contribution
development properties placed in service.

We recorded impairment of assets held for use df #llion in 2009 related to four office propesian Winston-Salem, NC.

General and administrative expenses were 10.2%rlaw@010 as compared to 2009 primarily due to loweentive compensation,
decrease in the value of marketable securities tettbr our norgualified deferred compensation plan, and lowereases from managemel
continuing efforts to reduce general and admintisieeexpenses.

Other Income

Other income was $3.9 million lower in 2010 as canagl to 2009 primarily due to a decrease in theevaf marketable securities held ur

our nongualified deferred compensation plan and gainsedt dxtinguishment and favorable cash settlemeantrefl estate related legal clain

2009.
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I nterest Expense

Interest expense was 7.6% higher in 2010 as compar@009 primarily due to lower capitalized inttrérom decreased developmen
process, higher average interest rates partiai§etby lower average debt balances.

Gainson Disposition of I nvestment in Unconsolidated Affiliates

Gains on disposition of investment in unconsolidaéiliates were $25.3 million higher in 2010 asmpared to 2009 due to the dispositio
our equity interests in a series of unconsolidgdet ventures relating to properties in Des Moinésin 2010.

Discontinued Operations

Discontinued operations were $13.8 million lowe2009 as compared to 2010 due to the $21.6 mifain on disposition of a retail cente
Kansas City, MO, offset by $11.0 million impairmarita sold office park in Winston Salem, NC in 2009

Equity in Earnings of Unconsolidated Affiliates
Equity in earnings of unconsolidated affiliates wi&is6 million lower in 2010 as compared to 2009 doehe disposition of our equ

interests in a series of unconsolidated joint viegturelating to properties in Des Moines, IA in @Gdnd our proportionate share of a gait
disposition of property in one of our joint ventsiia 2009.
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Liquidity and Capital Resources

Overview

Our goal is to maintain a conservative and flexibédance sheet with access to multiple sourcesebf dnd equity capital and suffici
availability under our revolving credit facility. ®/generally use rents received from customersrtd aur operating expenses, capital expendi
and distributions. To fund property acquisitionsyelopment activity or building renovations andagmebt upon maturity, we may use cur
cash balances, sell assets, obtain new debt ams$iee equity. Our debt generally consists of maeggdebt, unsecured debt securities
borrowings under our revolving credit facility.
Statements of Cash Flows

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

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

Year Ended December 31,

2011 2010 Change
Net Cash Provided By Operating Activities $ 195,39t $ 190,53 $ 4,85¢
Net Cash Used In Investing Activities (215,479 (78,15%) (137,329
Net Cash Provided By/(Used In) Financing Activities 17,06 (121,87 138,94(
Total Cash Flows $ (3,019 $ (949) % 6,47¢

Net cash related to operating activities, deprémiaand amortization, which are neash expenses, are added back to net income. ésubi
we have historically generated a positive amountasth from operating activities. From period toiqer cash flow from operations depe
primarily upon changes in our net income, as disedsnore fully above under “Results of OperatioshAnges in receivables and payables
net additions or decreases in our overall portfalibich affect the amount of depreciation and aipation expense.

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

Net cash related to financing activities genera#iiates to distributions, incurrence and repaynwntlebt, and issuances, repurchase
redemptions of Common Stock, Common Units and PmedeStock. As discussed previously, we use a fiigmit amount of our cash to fu
distributions. Whether or not we have increaseth@outstanding balances of debt during a periqebdés generally upon the net effect of
acquisition, disposition, development and jointtuea activity. We generally use our revolving ctddcility for working capital purposes, whi
means that during any given period, in order toimize interest expense, we may record significamayments and borrowings under
revolving credit facility.

The change in net cash related to operating aetivith 2011 as compared to 2048s primarily due to net operating income from asijons
offset by higher utility and real estate tax casteur same store portfolio.

The change in net cash related to investing aig#/ih 2011 as compared to 204@8s primarily due to higher acquisition activitesd a loa
to one of our unconsolidated joint ventures andelowroceeds from disposition of unconsolidatedliaféis, offset by higher proceeds fr
dispositions of Wholly Owned Properties.

The change in net cash related to financing a@#iin 2011 as compared to 20d@s primarily due to higher proceeds from the isseao
Common Stock and higher net borrowings for acqoisst, partly offset by redemptions of Preferredc&to
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Capitalization

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

December 31,

2011 2010
Mortgages and notes payable, at recorded book value $ 1,903,21. $ 1,522,94!
Financing obligations $ 3144 $ 33,11«
Preferred Stock, at liquidation value $ 29,077 $ 81,59:
Common Stock outstanding 72,64¢ 71,69(
Common Units outstanding (not owned by the Company) 3,73( 3,79¢
Per share stock price at year end $ 2967 $ 31.8¢
Market value of Common Stock and Common Units $ 2,266,133 $ 2,404,16!
Total market capitalization $ 4,229.86¢ $ 4,041,811

At December 31, 2011 , our mortgages and noteshayapresented 45.0% of our total market capatithn and consisted &750.0 millior
of secured indebtedness with a weighted averageeisttrate of 5.51% and $1.2 billiohunsecured indebtedness with a weighted averageek
rate of 4.28% . The secured indebtedness was ealleted by real estate assets with an aggregatepueciated book value of $1.2 billion .

Current and Future Cash Needs

Rental and other revenues are our principal soofrfends to meet our short-term liquidity requiremtee Other sources of funds for shtatm
liquidity needs include available working capitaidaborrowings under our existing revolving credicifity, which had $ 326.8 milliorof
availability at February 1, 2012 . Our shtetm liquidity requirements primarily consist ofeypting expenses, interest and principal amortin
on our debt, dividends and distributions and camtgenditures, including building improvement aystenant improvement costs and ¢
commissions. Building improvements are capital £ast maintain existing buildings not typically redd to a specific customer. Ten
improvements are the costs required to customizeesfior the specific needs of customers. We amtieighat our available cash and ¢
equivalents and cash provided by operating aativjttogether with cash available from borrowingdarnour revolving credit facility, will k
adequate to meet our short-term liquidity requiretae

Our longterm liquidity uses generally consist of the retient or refinancing of debt upon maturity (incluglimortgage debt, our revolvi
and construction credit facilities, term loans atker unsecured debt), funding of existing and heniding development or land infrastruct
projects and funding acquisitions of buildings atevelopment land. Additionally, we may, from tintetime, retire some or all of our remain
outstanding Preferred Stock and/or unsecured dshirsies through redemptions, open market repwehaprivately negotiated acquisition:
otherwise.

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

» cash flow from operating activitie

» borrowings under our revolving credit facili

» the issuance of unsecured d

» the issuance of secured d

» theissuance of equity securities by the Comparthi@Operating Partnership; ¢

» the disposition of nogere asset
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Dividends and Distributions

To maintain its qualification as a REIT, the Companust pay dividends to stockholders that are @tl©0.0% of its annual REIT taxa
income, excluding net capital gains. The partn@rsigreement requires the Operating Partnershipistoitdite at least enough cash for
Company to be able to pay such dividends. The CagipREIT taxable income, as determined by therfddex laws, does not equal its
income under generally accepted accounting priesijgh the United States (“GAAP”)n addition, although capital gains are not reqlite be
distributed to maintain REIT status, capital gaiifsany, are subject to federal and state income ualess such gains are distributec
stockholders.

Cash dividends and distributions reduce the amoficash that would otherwise be available for ottwesiness purposes, including func
debt maturities or future growth initiatives. The@unt of future distributions that will be madeaisthe discretion of the Company's Boar
Directors. For a discussion of the factors that wiluence decisions of the Board of Directorsarting distributions, sedtem 5. Market fo
Registrant's Common Stock, Related Stockholderéviatind Issuer Purchases of Equity Securities.”

Recent Acquisition and Disposition Activity

In 2011 , we acquired a six-building, 1.54 millisquare foot office complex in Pittsburgh, PA foparchase price of $ 188.5 millianThe
purchase price included the assumption of secuebtir@corded at fair value of $ 124.5 million ,lwén effective interest rate of 4.27%cludinc
amortization of deferred financing costs. This delatures in November 2017 . We expensed $ 4.0amidif costs related to this acquisition.
expect to incur an additional $25.2 million of phaad building improvements and future tenant impnoeets under existing leases. Addition:
we acquired a 503,000 square foot office buildingAtlanta, GA for a purchase price of $ 78.3 millio The purchase price included
assumption of secured debt recorded at fair vafue &7.9 million , with an effective interest radé 5.45%, including amortization of deferr
financing costs. This debt matures in January 204/4¢ expensed $ 0.3 millioof costs related to this acquisition. We expedhtmr an addition:
$8.0 million of planned building improvements andufe tenant improvements committed under exiskages. Based on the total anticip.
investment of $300 million, the weighted averageitedization rate for these acquisitions is 8.9%ngsprojected full year 2012 GAAP 1

operating income. This forward-looking statemerdibject to risks and uncertainties. See “DisclesRegarding Forward-Looking Statements.

In 2011 , we also acquired a 48,000 square footicakdffice property in Raleigh, NC for approximbit& 8.9 millionin cash and incurred
0.1 million of acquisition-related costs.

In 2011 , we sold an office property and adjacantdlparcel in a single transaction in Winston-Salbi@ for gross proceeds of ¥5.C
million . We recorded gain on disposition of distinned operations of $ 2.6 milliorelated to the office property and gain on dispositof
property of $ 0.3 million related to the land.

Recent Financing Activity

During 2011 , we entered into separate ATM Equiffefing sw Sales Agreements (the “Sales Agreemenigth each of Merrill Lynct
Pierce, Fenner & Smith Incorporated, Mitsubishi 8eturities (USA), Inc., Morgan Keegan & Compamg.land RBC Capital Markets, LI
(each, an “Agent” and, together, the “Agentddnder the terms of the Sales Agreements, the Coynpey offer and sell shares of its Comr
Stock from time to time through the Agents, actisgagents of the Company or as principals. Salésedahares, if any, may be made by mea
ordinary brokers' transactions on the New York BtBgchange or otherwise at market prices prevaiiihghe time of sale, at prices relate:
prevailing market prices or at negotiated pricea®otherwise agreed with any of the Agents. Stiltgethe terms and conditions of each S
Agreement, each Agent will use its commerciallysmreble efforts to sell on the Company's behalfsrares to be offered by the Company u
that Sales Agreement. In 2011 , we issued 378,B8fes of Common Stock in at-thearket transactions through Merrill Lynch, Piereenner &
Smith Incorporated at an average price of $35.@G%pare raising net proceeds, after sales commissind expenses, of $13.1 milliokVe paic
$0.2 million in sales commissions to Merrill LyndPierce, Fenner & Smith Incorporated during 2011 .

In 2011, we obtained a $ 475.0 million unsecureglréng credit facility, which is scheduled to meguon June 27, 201&nd includes &
accordion feature that allows for an additional 3507million of borrowing capacity subject to additional lend@mmitments. Assuming |
defaults have occurred, we have an option to extieadnaturity for an additional year. The intengde at our current credit ratingsLiEBOR plus
150 basis pointand the annual facility fee is 35 basis points. Trtierest rate and facility fee are based on tighdr of the publicly announc
ratings from Moody's Investors Service or Stand@arBoor's Ratings Services. We use our revolvinglicrcility for working capital purpos:
and for the short-term funding of our development a
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acquisition activity and, in certain instances, tbpayment of other debt. Continuing ability to toov under the revolving credit facility allows
to quickly capitalize on strategic opportunitiesshbrt-term interest rates. There was $ 362.0 oniland $ 148.0 millioutstanding under o
revolving credit facility at December 31, 2011 drebruary 1, 2012 , respectively. At both Decemidgr2®11 and February 1, 2012 , we he@l 2
million of outstanding letters of credit, which reduces #vailability on our revolving credit facility. Aa result, the unused capacity of
revolving credit facility at December 31, 2011 dfebruary 1, 2012 was $ 112.8 million and $ 326.iani, respectively.

In 2011, we repaid the remaining balance of $ 1&4ilRon of a secured mortgage loan bearing inteoé§.05%that was scheduled to mat
in January 2012 and the remaining $ 10.0 millioradhree -year unsecured term loan bearing intefe3t190%that was scheduled to mature
February 2012 . We incurred no penalties relatethése early repayments. We also obtained a $ 280ii0n , five -year unsecured bank te
loan bearing interest of LIBOR plus 220 basis poinThe proceeds were used to pay off at maturityl&@7.5 millionunsecured bank term Ic
bearing interest of LIBOR plus 110 basis poinfgy off amounts then outstanding under our remglhcredit facility and for general corpor
purposes.

In January 2012 , we obtained a $225.0 millionvese-year unsecured bank term loan bearing intefelsStBOR plus 190 basis pointsThe
proceeds were used to pay off amounts then outsiginthder our revolving credit facility. During tHeurth quarter of 2011, we entered i
forward-starting, floating-to-fixed interest ratevaps for the sevepear period with respect to the full principal ambof the term loan, whic
effectively fix the underlying LIBOR rate at a whigd average of 1.678%Tlhe counterparties under the swaps are the siaenecfal institution
that participated in the term loan.

We regularly evaluate the financial condition of flenders that participate in our credit facilitiesng publicly available information. Bas
on this review, we currently expect our lendersicltare major financial institutions, to perfornethobligations under our existing facilities.

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

Covenant Compliance

We are currently in compliance with the covenamid ather requirements with respect to our outstajmdebt. Although we expect to rem
in compliance with these covenants and ratios foeast the next year, depending upon our futuerating performance, property and finant
transactions and general economic conditions, waateassure you that we will continue to be in chamge.

Our revolving credit facility and bank term loamgjuire us to comply with customary operating comesiand various financial requireme
Upon an event of default on the revolving credtilfy, the lenders having at least 66.®fthe total commitments under the revolving cr
facility can accelerate all borrowings then outdiag, and we could be prohibited from borrowing dasther amounts under our revolving cr
facility, which would adversely affect our abilitg fund our operations.

The Operating Partnership has $391.2 million cagyamount of 2017 bonds outstanding and $200.0omitlarrying amount of 2018 bon
outstanding. The indenture that governs these andstg notes requires us to comply with customargrating covenants and various finan
ratios. The trustee or the holders of at least@5r0principal amount of either series of bonds ceceterate the principal amount of such st
upon written notice of a default that remains ueduafter 60 days.

We may not be able to repay, refinance or extendaarall of our debt at maturity or upon any accalien. If any refinancing is done
higher interest rates, the increased interest esgpeauld adversely affect our cash flow and abibtpay distributions. Any such refinancing cc
also impose tighter financial ratios and other crargs that restrict our ability to take actionst tb@uld otherwise be in our best interest, suc
funding new development activity, making opportticiacquisitions, repurchasing our securities gripgdistributions.
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Contractual Obligations
The following table sets forth a summary regarding known contractual obligations, including regdirinterest payments for those ite

that are interest bearing, at December 31, 2014 f{$ousands):

Amounts due during years ending December 31,

Total 2012 2013 2014 2015 2016 Thereafter

Mortgages and Notes Payable:

Principal payments1) $ 1899260 $ 84,95: $ 24524t $ 104,66 $ 406,45 $ 357,63t $ 700,31:

Interest payments 436,04« 99,62: 81,77: 68,64 65,47: 53,36 67,17¢
Financing Obligations:

SF-HIW Harborview Plaza, LP financing

obligation 6,15: — — 6,15: — — —

Tax increment financing bond 13,06¢ 1,277 1,36¢ 1,46( 1,561 1,66¢ 5,73z

Capitalized ground lease obligatign 1,29¢ — — — 1,29¢ — —

Interest on financing obligations) 5,66¢ 1,002 91¢€ 827 1,591 51z 812
Capitalized Lease Obligations 10z 64 28 11 — — —
Purchase Obligations:

Lease and contractual commitme@ys 59,821 56,93¢ 1,40¢ 712 — 50¢€ 26E
Operating Lease Obligations:

Operating ground leases 38,36! 1,32¢ 1,34t 1,36€ 1,38¢ 1,41z 31,52¢
Other Long Term Obligations:

DLF | obligation 821 57¢ 242 — — — —
Total $ 2,460,60. $ 24575¢ $ 332,32¢ $ 183,83 $ 477,76 $ 41510. $ 805,82:

(1) Excludes amortization of premiums, discounts anglochase accounting adjustme
(2) Assumes that we will exercise our purchase opitic20iL5. The ground lease contractually extendsutiiv®022

(3) Does not include interest on the BRA/ Harborview Plaza, LP financing obligation, whicannot be reasonably estimated for future peridtle interes
expense on this financing obligation was $0.8 onillj $1.1 million and $0.8 million in 2011 , 20110da2009 , respectively.

(4) Amount represents commitments under signeseleand contracts for operating properties, exctuténantunded tenant improvements, and contract
development/redevelopment projects. The timindheté expenditures may fluctuate.

The interest payments due on mortgages and nojebleaare based on the stated rates for the fiatgl debt and on the rates in effec
December 31, 2011 for the variable rate debt. Te@hted average interest rate on our fixed andabbgirate debt was 6.17% and 1.96%
respectively, at December 31, 2018or additional information about our mortgaged aotes payable, see Note 6 to our Consolidateania
Statements. For additional information about owaficing obligations, see Note 8 to our Consoliddethncial Statements. For additic
information about purchase obligations, operatiegse obligations and other long term obligatioes, Mote 9 to our Consolidated Finan
Statements.

Off Balance Sheet Arrangements

We generally account for our investments in less1tmajority owned joint ventures, partnerships Bimited liability companies using tl
equity method. As a result, these joint ventures mot included in our Consolidated Financial Staets, other than as investmeni
unconsolidated affiliates and equity in earningsiméonsolidated affiliates.

At December 31, 2011 , our unconsolidated jointtwees had $633.0 million of total assets and $428ilfion of total liabilities. Ou
weighted average equity interest based on the &stdts of these unconsolidated joint ventures3sa% . During 2011 these unconsolidat
joint ventures earne$6.2 million of aggregate net income, of which almare was $2.4 million Additionally, we recorded $2.5 million
purchase accounting and management, leasing aed adjustments related primarily to managementlaading fees in equity in earnings
unconsolidated affiliates. For additional infornoatiabout our unconsolidated joint venture activiige Note 4 to our Consolidated Finar
Statements.
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At December 31, 2011 , our unconsolidated jointtwers had $406.9 millionf outstanding mortgage debt. The following tal#é&sdorth th
scheduled maturities of the Company’s proportiosdi@e of the outstanding debt of its unconsoldi@et ventures at December 31, 2Q$lin
thousands):

2012(1) $ 31,10:
2013 23,25(
2014 56,731
2015 983
2016 1,052
Thereaften2) 33,80¢

$ 146,92¢

(1) Includes our 22.81% portion of a $38.3 millioterestenly secured loan provided by us to the DLF | jaianhture

(2) Includes our 12.5% portion of a $10.6 million magg payable related to an equity method investegedwlirectly by the Company (not included in
Operating Partnership’s Consolidated Financialebtants).

All of this joint venture debt is non-recourse waxcept in the case of customary exceptions pémtato such matters as misuse of funds,
environmental conditions and material misrepredemnts.

In 2011, we and Ravin Partners, LLC (“Ravin”) fomleofts at Weston, LLC, in which we have a 50.00%nership interest. We contribu
15.0 acres of land at an agreed upon value of $nilin to this joint venture, and Ravin contriledt$ 1.2 millionin cash and agreed to guaral
the joint venture's development loan. The jointtuem then distributed $ 1.2 million to us and weorgled a gain of $ 0.3 millioon this
transaction. Ravin manages and operates thisyeimire, which is constructing 215 rental residgninits at a total cost of approximately2$.<
million . Ravin is the developer, manager and legsigent and will receive customary fees from thet jventure.

In 2011, we provided a $ 38.3 million interest-oeBcured loan to DLF | that is scheduled to maitutdarch 2012, which was used to rep
a secured loan before maturity to a third partylegn The loan bears interest at LIBOR plus 500sbpsints , which may be reduced by ub
basis points upon the use of proceeds from thedfatertain assets by the joint venture to repayltan. We recorded $1.3 milliof interes
income from this loan in interest and other incalneng the year ended December 31, 2011.

As of the closing date of the 2010 disposition af mterests in the Des Moines, IA joint venturtg joint ventures had approximatel
170.0 million of secured debt, which was nagourse to us except in the case of customarypéros pertaining to matters such as misus
funds, borrower bankruptcy, unpermitted transfersjironmental conditions and material misrepresems. We have no ongoing lender liabi
relating to such customary exceptions to meosurse liability with respect to most, but ndf af the debt. The buyer has agreed to indemmify
hold us harmless from any and all future losset weasuffer as a result of our prior investmenthe joint ventures, except for losses dire
resulting from our acts or omissions. In the eweatare exposed to any such future loss, our fimduecindition and operating results would no
adversely affected unless the buyer defaults ondsmnification obligation.

In connection with the disposition of six induskimoperties in Piedmont Triad, NC in the secondrtgr of 2010, we entered into a limi
rent guarantee agreement with the buyer relatirantexisting 237,500 square foot lease with onéoawsr, who has leased space in the prop
for 14 years. This agreement guarantees the payofigant for an approximate twygear period from March 2011 through June 2013 endhen
the customer exercises its limited termination tigks of December 31, 2011lour maximum exposure under this rent guaranteeeagent we
approximately $0.3 million . No accrual was recarder this guarantee because we have concludeé tloas was not probable.

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

Our joint venture partner in Harborview has théntitp put its 80.0%quity interest in the joint venture to us in exoha for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.0% equity interest ol
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determined at the time that our partner electx&aise its put right, if ever, based upon the tfe@nmarket value of Harborview LP's assets
liabilities, less 3.0% which amount was intended to cover the normatsco a sale transaction. Because of the put opthia transaction
accounted for as a financing transaction. Accoigintpe assets, liabilities and operations reldatetlarborview Plaza, the office property ow
by Harborview LP, remain in our Consolidated FiriahStatements.

As a result, we initially established a gross ficiag obligation equal to the $12.7 milli@guity contributed by the other partner. Duringh
period, we increase the gross financing obligaf@m80.0% of the net income before depreciation of Harborvielaza, which is recorded
interest expense on financing obligation, and deseehe gross financing obligation for distributanade to our joint venture partner. At the
of each reporting period, the balance of the gfosmcing obligation is adjusted to equal the geeatf the initial financing obligation or t
current fair value of the put option, which is reded as a valuation allowance. The valuation allmeais amortized on a straiglie basi:
prospectively through September 2014 as intergsérese on financing obligation. The fair value of thut option was $6.2 million arfsil0.Z
million at December 31, 2011 and 201@&spectively. We continue to depreciate Harbevwidaza and record all of the depreciation on mokis
At such time as the put option expires or is othieevwerminated, we will record the transaction asudial sale and recognize gain accordingly.

- Tax Increment Financing Bond

In connection with tax increment financing for ctinstion of a parking garage, we are obligatedayp fixed special assessments over a 20
year period ending in 2019 . The net present vafubese assessments, discounted at the 6i8&¥est rate on the underlying bond financin
recorded as a financing obligation. We receive isppdax revenues and property tax rebates recomdddterest and other income, which
intended, but not guaranteed, to provide fundsatp the special assessments. We acquired the uirdebpnd, which is recorded in prepaid
other assets, in a privately negotiated transa¢ti@®07 . For additional information about thig tacrement financing bond, see Note 11.

- Capitalized Ground Lease Obligation

The capitalized ground lease obligation representsbligation to the lessor of land on which eamstructed a wholly owned office prope
We are obligated to make fixed payments to theoledsough October 2022The lease provides for fixed price purchase otio the ninth ar
tenth years of the lease. We initially recordedléimel and associated financing obligation at thepnesent value of the fixed rental payments
purchase option through the ninth year at the iticepf the lease using a discount rate of 7.10Bke liability accretes as interest expense it
equals the amount of the purchase option.

Critical Accounting Estimates

The preparation of financial statements in conftymvith GAAP requires us to make estimates and rapsions that affect the report
amounts of assets and liabilities and the discsircontingent liabilities at the date of the fical statements and the reported amoun
revenues and expenses for the reporting periodidhcesults could differ from our estimates.

The policies used in the preparation of our Codsdlid Financial Statements are described in Note tur Consolidated Financ
Statements. However, certain of our significantoacding policies contain an increased level of ag#ions used or estimates made
determining their impact in our Consolidated FirahStatements. Management has reviewed and detedmihe appropriateness of our crit
accounting policies and estimates with the auditmittee of the Company's Board of Directors.

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

* Real estate and related ass

* Impairment of londived assets and investments in unconsolidateticaéfs
» Sales of real esta
* Rental and other revenues; .

» Allowance for doubtful accoun
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Real Estate and Related Assets

Real estate and related assets are recorded atdsstated at cost less accumulated deprecig@enovations, replacements and o
expenditures that improve or extend the life ofetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expensewsdd. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landastfiructure costs, 15 years for building improvermemtd five to seven years for furniture, fixtt
and equipment. Tenant improvements are amortized) tke straightine method over initial fixed terms of the respeetieases, which genera
are from three to 10 years.

Expenditures directly related to the development eonstruction of real estate assets are includatkt real estate assets and are sta
depreciated cost. Development expenditures inclpoeconstruction costs essential to the developmentprofperties, development &
construction costs, interest costs on qualifyingets real estate taxes, development personneiesaénd related costs and other costs inc
during the period of development. Interest and otagrying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction #@gtiWWe consider a construction project as sub&ytcompleted and ready for its intended
upon the completion of tenant improvements. We egapitalization on the portion that is substahltiabmpleted and occupied or held avail:
for occupancy, and capitalize only those costs@ata with the portion under construction.

Expenditures directly related to the leasing ofpemties are included in deferred financing andifeasosts and are stated at amortized
Such expenditures are part of the investment naoes$s execute leases and, therefore, are cladsiieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiattfes for new leases or lease renewals are ciapitialinternal leasing costs include prime
compensation, benefits and other costs, such as fegs related to leasing activities, that arauired in connection with successfully secu
leases of properties. Capitalized leasing costsaarertized on a straiglifie basis over the initial fixed terms of the resfive leases, whit
generally are from three to 10 years. Estimatetsaesated to unsuccessful activities are expeasddcurred.

We record liabilities for the performance of assdirement activities when the obligation to penfiosuch activities is probable even w
uncertainty exists about the timing and/or methbsettlement.

Upon the acquisition of real estate assets, wesagbe fair value of acquired tangible assets sisdland, buildings and tenant improveme
intangible assets and liabilities such as above lzgldw market leases, acquiredplace leases, customer relationships and othettifiddate
intangible assets and assumed liabilities. We adsd#svalue based on estimated cash flow projastithat utilize discount and/or capitaliza
rates as well as available market information. fetievalue of the tangible assets of an acquiregberty considers the value of the property as
were vacant.

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechegpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as desthbbw. Fair value is calculated as the preseluevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laade(2) our estimate of fair market lease ratesefimh corresponding iplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a pagic ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phes term of any renewal option that the customerldv@m@ economically compelled
exercise for below-market leases.

In-place leases acquired are recorded at fair valgeferred financing and leasing costs and are aadrto depreciation and amortizat
expense over the remaining term of the respectigsed. The value of iplace leases is based on our evaluation of thefgpebaracteristics ¢
each customer's lease. Factors considered inclstimages of carrying costs during hypothetical expé leasawp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carryiosts, we include real estate taxes, insuranc
other operating expenses and estimates of losdlseat market rates during the expected |legsperiods, depending on local market condition
estimating costs to execute similar leases, weidengenant improvements, leasing commissions agdlland other related expenses.

Real estate and other assets are classified adil@tgassets held for use or as Idivggd assets held for sale. Real estate is classids hel

for sale when the Company's Board of Directorstoinvestment Committee, has approved the salbeofisset, a legally enforceable contrac
been executed and the buyer's due diligence pkeasaxpired.
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Impairment of Long-Lived Assets and Investments ilJnconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or ¢esnin circumstances indicate that
carrying value may be impaired, such as a sigmifickecline in occupancy, identification of matdsiahdverse legal or environmental fact
change in our designation of an asset from cor®toecore which impacts the anticipated holding perio@ aecline in market value to an amc
less than cost. This analysis is generally perfarattethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the a&sserrying amount will be recovered from its uedisnted estimated future operating
residual cash flows. These cash flows are estimbés#d on a number of assumptions that are sutmestonomic and market uncertain
including, among others, demand for space, conipetior customers, changes in market rental ratests to operate each property and exp:
ownership periods. For properties under developntéet cash flows are based on expected servicenjmit®f the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edsehe sum of its undiscounted future operatirgrasidual cash flows, an impairment |
is recorded for the difference between estimatedvédue of the asset and the carrying amount. \&eegally estimate the fair value of assets
for use by using discounted cash flow analysesomme instances, appraisal information may be aailand is used in addition to a discoul
cash flow analysis. As the factors used in genagatiiese cash flows are difficult to predict and snbject to future events that may alter
assumptions, the discounted and/or undiscountedefudperating and residual cash flows estimatedisyn our impairment analyses or th
established by appraisal may not be achieved anthayebe required to recognize future impairmensdgson our properties held for use.

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

We also analyze our investments in unconsolidatiléates for impairment. This analysis consistsdettermining whether an expected los
market value of an investment is other than temydog evaluating the length of time and the extenivhich the market value has been less
cost, the financial condition and nearm prospects of the investee, and our intent alitity to retain our investment for a period ofmé
sufficient to allow for any anticipated recoveryrrarket value. As the factors used in this analgsisdifficult to predict and are subject to fu
events that may alter our assumptions, we maydpginel to recognize future impairment losses onimuestments in unconsolidated affiliates.

Sales of Real Estate

For sales transactions meeting the requirementiufioprofit recognition, the related assets arablilities are removed from the balance s
and the resultant gain or loss is recorded in #réod the transaction closes. For sales transactiotih continuing involvement after the sale, i€
continuing involvement with the property is limitbg the terms of the sales contract, profit is ggiped at the time of sale and is reduced b
maximum exposure to loss related to the naturehefdontinuing involvement. Sales to entities in abhive have or receive an interest
accounted for using partial sale accounting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuisghtement, including put and call provisio
if present, and account for the transaction asanfiing arrangement, profiaring arrangement, leasing arrangement or otteznate method «
accounting, rather than as a sale, based on thieenahd extent of the continuing involvement. Sdraesactions may have numerous form
continuing involvement. In those cases, we deteemihich method is most appropriate based on thstaobe of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghime a straightine basis over the terms of the respective leaBlis. means that, wi
respect to a particular lease, actual amountsdhifieaccordance with the lease during any giveiodenay be higher or lower than the amour
rental revenue recognized for the period. Straligiet-rental revenue is commenced when the cust@ssumes control of the leased prem
Accrued straight-line rents receivable represdmsamount by which straiglitte rental revenue exceeds rents currently biledccordance wi
lease agreements. Contingent rental revenue, suglermentage rent, is accrued when the contingencgmoved. Termination fee income
recognized at the later of when the customer haated the space or the lease has expired andyaefgicuted lease termination agreemen
been delivered, the amount of the fee is deterniénabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued vevemts have occurred that trigger such provisions.
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Property operating cost recovery revenues fromocosts (“cost reimbursements”) are determined omlendar year and a lease-least
basis. The most common types of cost reimbursemerdar leases are common area maintenance (“CAavt) real estate taxes, for which
customer pays its prata share of operating and administrative expeasdgeal estate taxes in excess of a base yeamanidhe computation
cost reimbursements is complex and involves nungejodgments, including the interpretation of teraml other customer lease provisit
Leases are not uniform in dealing with such costbersements and there are many variations in éhgpatation. Many customers make mon
fixed payments of CAM, real estate taxes and otlst reimbursement items. We accrue income relatéidese payments each month. We n
quarterly accrual adjustments, positive or negativecost recovery income to adjust the recordeduants to our best estimate of the final an
amounts to be billed and collected with respedhtocost reimbursements. After the end of the ciEegear, we compute each customer's
cost reimbursements and, after considering amaquaits by the customer during the year, issue aobittredit for the appropriate amount to
customer. The differences between the amountsdblifles previously received payments and the acejastment are recorded as increas:
decreases to cost recovery income when the fiflaldrie prepared, which occurs during the first bathe subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveddei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalil#€Ecounts. The evaluation prima
consists of reviewing past due account balancexansidering such factors as the credit qualitpwf customer, historical trends of the custc
and changes in customer payment terms. Additiona¥iyh respect to customers in bankruptcy, we estinthe probable recovery throt
bankruptcy claims and adjust the allowance for am®deemed uncollectible. If our assumptions reiggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowance its related receivable are writteffi-
when we have concluded there is a low probabilfitpadlection and we have discontinued collectiofoes$.

Non-GAAP Measures - FFO and NOI

The Company believes that Funds from Operations@'F and FFO per share are beneficial to managemeninaedtors and are import:
indicators of the performance of any equity REI'BcBuse FFO and FFO per share calculations excluaefactors as depreciation, amortiza
and impairment of real estate assets and gairmssee$ from sales of operating real estate asshkitsh wan vary among owners of identical as
in similar conditions based on historical cost asttng and useful life estimates, they facilitatenparisons of operating performance betv
periods and between other REITs. Management balithet historical cost accounting for real estagets in accordance with GAAP implic
assumes that the value of real estate assets dimasipredictably over time. Since real estate gahaeve historically risen or fallen with mar
conditions, many industry investors and analystehzonsidered the presentation of operating reéolteeal estate companies that use histc
cost accounting to be insufficient on a standaloaiss. As a result, management believes that th@fuEFO and FFO per share, together witt
required GAAP presentations, provide a more cormepletderstanding of the Company's performance velgt its competitors and a m
informed and appropriate basis on which to makés@®ts involving operating, financing and investigfivities.

FFO and FFO per share are MBAAP financial measures and therefore do not regreset income or net income per share as defig
GAAP. Net income and net income per share as dftne GAAP are the most relevant measures in detengithe Company's operati
performance because FFO and FFO per share inclljdstments that investors may deem subjective, sischdding back expenses suc
depreciation, amortization and impairment. Furthemen FFO per share does not depict the amountttaties directly to the stockholders' ber
Accordingly, FFO and FFO per share should nevecdrsidered as alternatives to net income or neinmec per share as indicators of
Company's operating performance.

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

* Netincome/(loss) computed in accordance with G/
» Less dividends to holders of Preferred Stock amsl éxcess of Preferred Stock redemption cost @reying value
» Less net income attributable to noncontrolling riegts in consolidated affiliat

» Plus depreciation and amortization of depreciaplerating propertie
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» Less gains, or plus losses, from sales of deprieciaperating properties, plus impairments on depbde operating properties ¢
excluding items that are classified as extraorgiit@ms under GAAP;

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

* Plus or minus adjustments for depreciation and #madion and gains/(losses) on sales of deprecialplerating properties, pl
impairments on depreciable operating propertied,remcontrolling interests in consolidated afféiatrelated to discontinued operations.

In calculating FFO, the Company adds back net irea@tiributable to noncontrolling interests in thee@ting Partnership, which 1
Company believes is consistent with standard ingystactice for REITs that operate through an UPR&tucture. The Company believes th
is important to present FFO on an as-convertedstssce all of the Common Units not owned by thenBany are redeemable on a onedae
basis for shares of its Common Stock.

The Company's FFO and FFO per share are summarizbd following table ($ in thousands, except gleare amounts). FFO for the ye

ended December 31, 2010 and 2Q@&e revised from previously reported amounts toluee impairment of depreciable real estate ads
accordance with NAREIT SFO Alert dated OctoberZ111.

Year Ended December 31,

2011 2010 2009
Amount Per Share Amount Per Share Amount Per Share
Funds from operations:
Net income $ 47,97 $ 72,30: $ 61,69¢
Net (income) attributable to noncontrolling inteeem the
Operating Partnership (2,09)) (3,320) (3,197)
Net (income) attributable to noncontrolling inteseis
consolidated affiliates (755) (485) (12)
Dividends on Preferred Stock (4,557) (6,70¢) (6,70¢)
Excess of Preferred Stock redemption/repurchaseoves
carrying value (89 = =
Net income available for common stockholders 38,677 $ 0.54 61,79C $ 0.8¢ 51,77¢ $ 0.7€
Add/(Deduct):
Depreciation and amortization of real estate assets 141,05« 1.8% 133,67¢ 1.77 127,75« 1.77
Impairment of real estate assets 2,42¢ 0.0z — — 2,55¢ 0.04
(Gains) on disposition of depreciable properties — — (74) — (127) —
(Gains) on disposition of investment in unconsdkda
affiliates — — (25,330) (0.39) — —
Net income attributable to noncontrolling interestshe
Operating Partnership 2,091 — 3,32( — 3,197 —
Unconsolidated affiliates: —
Depreciation and amortization of real estate assets 8,38¢ 0.11 10,47: 0.14 12,83¢ 0.1€
Impairment of real estate assets — — — — 19¢ —
(Gains) on disposition of depreciable properties — — — — (781) (0.0))
Discontinued operations:
Depreciation and amortization of real estate assets 127 — 744 0.01 2,231 0.0z
Impairment of real estate assets — — 26C — 11,34: 0.1t
(Gains) on disposition of depreciable properties (2,579 (0.09) (174 — (21,849 0.3
Funds from operations $ 190,19: $ 250 $ 184,68t $ 244  $ 189,14. $ 2.62
Weighted average shares outstanding) 76,18¢ 75,57¢ 72,07¢

(1) Includes assumed conversion of all potentiallytdieitCommon Stock equivaler
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In addition, the Company believes net operatingine from continuing operations (“NOIgnd same property NOI are useful supplem:
measures of the Compasyproperty operating performance because suchasgirbvide a performance measure of the revenug®gnense
directly involved in owning real estate assets pravides a perspective not immediately apparemh fr@t income or FFO. The Company def
NOI as rental and other revenues from continuingrajons, less rental property and other expenmsas €ontinuing operations. The Comp
defines cash NOI as NOI less straight line rentlaade termination fees. Other REITs may use diffemethodologies to calculate NOI and s
property NOI.

The following table sets forth the Company’s NOdaame property NOI:

Year Ended December 31,

2011 2010

Income from continuing operations before dispositia of property, condominiums and investment in uncosolidated
affiliates and equity in earnings of unconsolidatedffiliates $ 36,897 $ 41,40¢
Other (income) (7,367) (5,655
Interest expense 95,99¢ 93,37:
General and administrative expense 35,721 32,94¢
Impairment of assets held for use 2,42¢ —
Depreciation and amortization expense 143,01¢ 135,41
Net operating income from continuing operations 306,70: 297,48t
Less — non same property and other net operatoanie 24,48¢ 12,80!
Total same property net operating income from contiuing operations $ 282,21! $ 284,68"
Rental and other revenues $ 482,85. $ 461,12¢
Rental property and other expenses 176,14¢ 163,63¢
Total net operating income from continuing operatias 306,70: 297,48t
Less — non same property and other net operatoanie 24,48¢ 12,80!
Total same property net operating income from contiuing operations $ 282,21¢ $ 284,68'
Total same property net operating income from cwritig operations $ 282,21' $ 284,68"
Less — straight line rent and lease terminatios fee 11,32: 12,18¢
Same property cash net operating income from contiring operations $ 270,890 $ 272,49t
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The effects of potential changes in interest ratesdiscussed below. Our market risk discussioludtes “forward-looking statementsihc
represents an estimate of possible changes irvdhile or future earnings that would occur assunfipgothetical future movements in intel
rates. Actual future results may differ materidigm those presented. Seléetn 7. Management's Discussion and Analysis o&ifréal Conditiol
and Results of Operations - Liquidity and Capit@sBurces”and the Notes to Consolidated Financial Statemfartsa description of ot
accounting policies and other information relaethiese financial instruments.

We borrow funds at a combination of fixed and Malearates. Our debt consists of secured and ursegdoingterm financings, unsecured d
securities, loans and credit facilities, which tglly bear interest at fixed rates although sonam$obear interest at variable rates. Our inteste
risk management objectives are to limit the impddhterest rate changes on earnings and cash #iomso lower our overall borrowing costs.
achieve these objectives, from time to time we reint® interest rate hedge contracts such as spltavaps, caps and treasury lock agreeme
order to mitigate our interest rate risk with restp® various debt instruments. We generally dohmdt or issue these derivative contracts
trading or speculative purposes.

At December 31, 2011 , we had $1,289.1 millwimcipal amount of fixed rate debt outstandinge Bstimated aggregate fair market valt
this debt was $1,375.7 millionlf interest rates had been 100 basis points Injghe aggregate fair market value of our fixea @bt would ha
been approximately $20.1 millidower. If interest rates had been 100 basis pdowr, the aggregate fair market value of our fixate det
would have been approximately $20.9 million higher.

At December 31, 2011 , we had $614.1 millanvariable rate debt outstanding not protectednitgrest rate hedge contracts. The estin
aggregate fair market value of this debt was $647ilBon . If the weighted average interest rate on thisabde rate debt had been 100 b
points higher, the aggregate fair market value wf\ariable rate debt would have decreased by appedely $22.0 millionand annual intere
expense would increase $6.1 milliotf the weighted average interest rate on thisabée rate debt had been 100 basis points loweragyrega
fair market value of our variable rate debt wousié increased by approximately $22.9 million anduah interest expense would decre$6el
million .

At December 31, 2011 , we had forward-startingatflog-to-fixed interest rate swaps with respecanoaggregate of futur$225.0 millior
LIBOR-based borrowings. These swaps effectivelytiie underlying LIBOR rate at 1.678%f LIBOR interest rates increase or decrease @
basis points, the aggregate fair market value effthure starting swaps at December 31, 2011 widckase by $12.3 millioor decrease t
$17.8 million, respectively. We are exposed to certain lossahénevent of nonperformance by the counterpartidgch are major financi
institutions, under the swaps. We regularly evauhe financial condition of our counterpartiesngspublicly available information. Based on
review, we currently expect the counterparties ¢ofggm fully under the swaps. However, if a coupgety defaults on its obligations unde
swap, we could be required to pay the full rateshenapplicable debt, even if such rates were aegx of the rate in the contract.

ITEM 8. FINANCIAL STATEMENTS
See page 49 for Index to Consolidated Financigke8tants of Highwoods Properties, Inc. and Highwdedalty Limited Partnership.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
General

The purpose of this section is to discuss our ofgitand procedures. The statements in this seotipresent the conclusions of Edwar
Fritsch, the Company's President and Chief Exeeu¥ficer (“CEO”), and Terry L. Stevens, the Company's Senior VicesiBleat and Chie
Financial Officer (“CFQO”).

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

» activities undertaken and reports issued by empgl®yad third parties responsible for testing otariral control over financial reportir

« quarterly subsertifications by representatives from appropribtesiness and accounting functions to support th©'€End CFO
evaluations of our controls and procedures;

» other personnel in our finance and accounting argdion;
* members of our internal disclosure committee;
* members of the audit committee of the Company'sd@o&Directors

We do not expect that our controls and proceduii#sprevent all errors and all fraud. A control g%, no matter how well conceived i
operated, can provide only reasonable, not absastrance that the objectives of the controksysire met. Further, the design of controls
procedures must reflect the fact that there areures constraints, and the benefits of controlstrhasonsidered relative to their costs. Becau
the inherent limitations in all control systems,ex@luation of controls can provide absolute asmedhat all control issues and instances of fi
if any, have been detected. These inherent limitatinclude the realities that judgments in deaisimking can be faulty and that breakdowns
occur because of a simple error or mistake. Adaiitily, controls can be circumvented by the indi@dacts of some persons, by collusion of
or more people, or by management override of throb The design of any system of controls alsbased in part upon certain assumpt
about the likelihood of future events, and there ba no assurance that any design will succeedhiewang its stated goals under all potet
future conditions.

Management's Annual Report on the Company's InternhControl Over Financial Reporting

The Company is required to establish and maintetgrmal control over financial reporting designegtovide reasonable assurance rega
the reliability of financial reporting and the peggtion of financial statements for external pugsos accordance with GAAP. Internal con
over financial reporting includes those policiesl anocedures that:

» pertain to the maintenance of records that in negsie detail accurately and fairly reflect trangatt and dispositions of ass:

» provide reasonable assurance that transaction®eeoeded as necessary to permit preparation ofdiahstatements in accordance \
GAAP, and that receipts and expenditures are bmiade only in accordance with authorizations of ngen@ent and directors; and

* provide reasonable assurance regarding preventitimely detection of unauthorized acquisition, wsedisposition of assets that co
have a material effect on the financial statements.

Under the supervision of the Company's CEO and G#Ogonducted an evaluation of the effectivenesh®fCompany's internal control o
financial reporting at December 31, 2011 basedhenctiteria established in Internal Contrdhtegrated Framework issued by the Committe
Sponsoring Organizations of the Treadway Commission

We have concluded that, at December 31, 2@h& Company's internal control over financialowing was effective. Deloitte & Touche LL
our independent registered public accounting fitras issued their attestation report, which is ideth below, on the effectiveness of
Company's internal control over financial reportatgoecember 31, 2011 .
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Management's Annual Report on the Operating Partneship's Internal Control Over Financial Reporting

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

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

We have concluded that, at December 31, 20the Operating Partnership's internal control direancial reporting was effective. SEC rL

do not require us to obtain an attestation repbReloitte & Touche LLP on the effectiveness of f@perating Partnership's internal control ¢
financial reporting.
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Report of Independent Registered Public Accountindrirm

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

We have audited the internal control over finanai@borting of Highwoods Properties, Inc. and suibsids (the "Company") as
December 31, 2011 , based on criteria establismethternal Control - Integrated Framework issued by the Committee of Sponso
Organizations of the Treadway Commission. The Comjsamanagement is responsible for maintainingcéffe internal control over financ
reporting and for its assessment of the effectisena internal control over financial reportinggcluded in the accompanying Manageme
Annual Report on the Company's Internal Control ICkieancial Reporting. Our responsibility is to eags an opinion on the Company's inte
control over financial reporting based on our audit

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8q&nited States). Those stand:
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordx@r financial reporting, assessing the risk
a material weakness exists, testing and evaludatirgdesign and operating effectiveness of inteowaltrol based on the assessed risk,
performing such other procedures as we considegedssary in the circumstances. We believe thatodit provides a reasonable basis for
opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvidi the company's principal execu
and principal financial officers, or persons penfarg similar functions, and effected by the compstpard of directors, management, and ¢
personnel to provide reasonable assurance regatigéngeliability of financial reporting and the paration of financial statements for exte
purposes in accordance with generally accepteduatiog principles. A company's internal control pfieancial reporting includes those polic
and procedures that (1) pertain to the maintenahcecords that, in reasonable detail, accuratetyfairly reflect the transactions and disposit
of the assets of the company; (2) provide reasenabkurance that transactions are recorded assaegds permit preparation of financ
statements in accordance with generally accepteguading principles, and that receipts and expenekt of the company are being made on
accordance with authorizations of management arettdirs of the company; and (3) provide reasonabdeirance regarding prevention or tin
detection of unauthorized acquisition, use, oras#jion of the company's assets that could havetanial effect on the financial statements.

Because of the inherent limitations of internal tcohover financial reporting, including the posstlg of collusion or improper managem
override of controls, material misstatements duertor or fraud may not be prevented or detected adimely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltoarover financial reporting to future periods agbject to the risk that the controls may bec
inadequate because of changes in conditions, bthbaegree of compliance with policies or procedunay deteriorate.

In our opinion, the Company maintained, in all miaierespects, effective internal control over figal reporting as of December 31, 2011
based on the criteria establishedrternal Control - Integrated Framework issued by the Committee of Sponsoring Organizatidrise Treadwa
Commission.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the consolida

financial statements and financial statement sdeedas of and for the year ended December 31, 20the Company and our report de
February 7, 2012 expressed an unqualified opiniothose financial statements and financial statérsamedules.

/sl Deloitte & Touche LLP

Raleigh, North Carolina
February 7, 2012
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Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internarebaver financial reporting during the fourth gteax of 2011that materially affected,
are reasonably likely to materially affect, the GQuamy’s internal control over financial reporting. Thevere also no changes in the Opere
Partnership’s internal control over financial refpay during the fourth quarter of 20lthat materially affected, or are reasonably liked
materially affect, the Operating Partnership’sing control over financial reporting.

Disclosure Controls and Procedures

SEC rules also require us to maintain disclosurgrots and procedures that are designed to ensaténformation required to be disclose:
our annual and periodic reports filed with the SE@ecorded, processed, summarized and reportédhwiite time periods specified in the SEC’
rules and forms. As defined in Rule 1Ba¢e) under the Exchange Act, disclosure contmets@ocedures include, without limitation, contralx
procedures designed to ensure that informationimedjtio be disclosed by us is accumulated and camoated to our management, including
Company’s CEO and CFO, to allow timely decisiorgareing required disclosure. The Company’s CEO@R® concluded that the Compasy’
disclosure controls and procedures were effectivihe end of the period covered by this Annual Repbhe Company CEO and CFO al:
concluded that the Operating Partnershigisclosure controls and procedures were effecivthe end of the period covered by this An
Report.

ITEM 9B. OTHER INFORMATION

None.
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PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Information about the Company’s executive officansl directors and the code of ethics that apptiedhé Company chief executive offict
and senior financial officers, which is posted am website, is incorporated herein by referencthéoCompanys Proxy Statement to be filed
connection with its annual meeting of stockholdrsde held on May 15, 2012See Item X in Part | of this Annual Report fopdiaphics
information regarding the Company’s executive @ffic The Company is the sole general partner oDgherating Partnership.

ITEM 11. EXECUTIVE COMPENSATION

Information about the compensation of the Compandijrsctors and executive officers is incorporatedein by reference to the Compasny’
Proxy Statement to be filed in connection withaitsiual meeting of stockholders to be held on Mgy2032 .

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

Information about the beneficial ownership of Conmm®tock and the Comparsy’equity compensation plans is incorporated heby
reference to the Company’s Proxy Statement toleé fin connection with its annual meeting of staakllers to be held on May 15, 2012 .

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

Information about certain relationships and relatashsactions and the independence of the Compatiyectors is incorporated herein
reference to the Company’s Proxy Statement toleé fin connection with its annual meeting of staakllers to be held on May 15, 2012 .

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information about fees paid to and services praviog our independent registered public accounting s incorporated herein by referel
to the Company’s Proxy Statement to be filed innemmion with its annual meeting of stockholderbécheld on May 15, 2012 .
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PART IV

ITEM 15. EXHIBITS

Financial Statements

Reference is made to the Index of Financial Statesnen page 49 for a list of the consolidated faianstatements of Highwoods Properi
Inc. and Highwoods Realty Limited Partnership imlgd in this report.

Exhibit
Number

Exhibits

Description

3.1

3.2

4

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Amended and Restated Charter of the Compaited (s part of the Company’s Current Report onnF@-K dated
May 15, 2008)

Amended and Restated Bylaws of the Company (filedpart of the Company’s Current Report on ForrnK &ated
May 15, 2008)

Indenture among the Operating Partnership, the @om@nd First Union National Bank of North Carolidated as c
December 1, 1996 (filed as part of the Operatingreaship’s Current Report on Form 8-K dated Deceni) 1996)

Second Restated Agreement of Limited Partnerskafeddas of January 1, 2000, of the Operating Patiie (filed as part ¢
the Company’s Annual Report on Form 10-K for tharyended December 31, 2004)

Amendment No. 1, dated as of July 22, 2004, to $leeond Restated Agreement of Limited Partnershgtedd as o
January 1, 2000, of the Operating Partnershipd(fle part of the Company’s Annual Report on ForaK1for the year ende
December 31, 2004)

2009 Long-Term Equity Incentive Plan (filed as parthe Company’s Current Report on Form 8-K daiky 13, 2009)
Form of warrants to purchase Common StodkefCompany (filed as part of the Company’s AnrReport on Form 16 for
the year ended December 31, 1997)

Third Amended and Restated Credit Agreement, datedf July 27, 2011, by and among the Company,Qperatinc

Partnership and the Subsidiaries named thereirtrendenders named therein (filed as part of the @am's Quarterly Repc
on Form 10-Q for the quarter ended June 30, 2011)

Credit Agreement, dated as of February 2, 2011arity among the Company, the Operating Partnerstiphen Subsidiarie
named therein and the Lenders named therein @isepart of the Company's Annual Report on FornKX0r the year ende
December 31, 2010)

Amendment No. 1, dated as of July 27, 2011, to iCfgreement, dated as of February 2, 2011, byandng the Compan
the Operating Partnership and the Subsidiaries daimerein and the Lenders named therein (filed aas @f our Quarterl
Report on Form 10-Q for the quarter ended Jun@@D])

Highwoods Properties, Inc. Retirement Pléfiecéve as of March 1, 2006 (filed as part of tBempanys Quarterly Report ¢
Form 10-Q for the quarter ended September 30, 2007)

Amended and Restated Executive Supplemental Em@oygreement, dated as of April 13, 2007, betwémenCompan
and Edward J. Fritsch (filed as part of the Com{mAynual Report on Form 10-K for the year ended¢&msber 31, 2008)

Amended and Restated Executive Supplemental Em@oygreement, dated as of April 13, 2007, betwidsenCompan'
and Michael E. Harris (filed as part of the Compamynnual Report on Form 10-K for the year ended&eber 31, 2008)

Amended and Restated Executive Supplemental Em@oy®greement, dated as of April 13, 2007, betwgmnCompan
and Terry L. Stevens (filed as part of the Compamninual Report on Form 10-K for the year endedebdner 31, 2008)

Amended and Restated Executive Supplemental Em@oygreement, dated as of April 13, 2007, betwégmenCompan'
and Jeffrey D. Miller (filed as part of the Comp&pnnual Report on Form 10-K for the year ended&sber 31, 2008)

Highwoods Properties, Inc. Amended and Restatedl@mep Stock Purchase Plan (filed as part of the @ow's Curren
Report on Form 8-K dated May 12, 2010)

Amendment No. 1 to the Amended and Restated Empl@&teck Purchase Plan of the Company (filed as gfathe
Company's Annual Report on Form 10-K for the yeatesl December 31, 2010)
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Exhibit
Number Description
10.15 Credit Agreement, dated as of January 11, 20123nsyamong the Company, the Operating Partnershipghen Subsidiarie
named therein and the Lenders named therein @igedart of the Company's Current Report on Forkhdted January 1
2012)
12.1 Statement re: Computation of Ratios of thenfany
12.2 Statement re: Computation of Ratios of the OpegaBiartnership
21 Schedule of Subsidiaries
23.1 Consent of Deloitte & Touche LLP for the Company
23.2 Consent of Deloitte & Touche LLP for the Cgtérg Partnership
31.1 Certification of CEO Pursuant to Section 302 of 8sbanes-Oxley Act for the Company
31.2 Certification of CFO Pursuant to Section 80fhe Sarbanes-Oxley Act for the Company
31.3 Certification of CEO Pursuant to Section 302 of 8&banes-Oxley Act for the Operating Partnership
31.4 Certification of CFO Pursuant to Section 80fhe Sarbanes-Oxley Act for the Operating Pasinier
32.1 Certification of CEO Pursuant to Section 906 of §abanes-Oxley Act for the Company
32.2 Certification of CFO Pursuant to Section 80éhe Sarbanes-Oxley Act for the Company
32.3 Certification of CEO Pursuant to Section 906 of Sabanes-Oxley Act for the Operating Partnership
32.4 Certification of CFO Pursuant to Section 80éhe Sarbanes-Oxley Act for the Operating Pastmier
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntne
101.DEF XBRL Taxonomy Extension Definition LinkleaBocument
101.LAB XBRL Extension Labels Linkbase
101.PRE XBRL Taxonomy Extension Presentation LagéoDocument
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page
Highwoods Properties, Inc.
Report of Independent Registered Public Accounfinm 51
Consolidated Financial Statements:
Consolidated Balance Sheets at December 31, 2a12Gk0 52
Consolidated Statements of Income for the YearsBrmkcember 31, 2011, 2010 and 2009 53
Consolidated Statements of Equity for the Yearsdeindecember 31, 2011, 2010 and 2009 54
Consolidated Statements of Cash Flows for the Yeaded December 31, 2011, 2010 and 2009 56
Notes to Consolidated Financial Statements 58
Highwoods Realty Limited Partnership:
Report of Independent Registered Public Accounfinm 100
Consolidated Financial Statements:
Consolidated Balance Sheets at December 31, 21 2Gk0 101
Consolidated Statements of Income for the YeareHBmkcember 31, 2011, 2010 and 2009 102
Consolidated Statements of Capital for the YeamdelrDecember 31, 2011, 2010 and 2009 103
Consolidated Statements of Cash Flows for the YEaded December 31, 2011, 2010 and 2009 104
Notes to Consolidated Financial Statements 106
Schedule I 147
Schedule 111 149

All other schedules are omitted because they ar@mglicable or because the required informatioimdtuded in our Consolidated Finant
Statements or notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsheets of Highwoods Properties, Inc. and sudrgdi (the “Company”) as of
December 31, 2011 and 2010 , and the related ddaged statements of income, equity, and cash flowsach of the three years in the period
ended December 31, 2011 . Our audits also incltiteefinancial statement schedules listed in thexrat Item 15. These financial statements and
financial statement schedules are the respongibilithe Company's management. Our responsibditp iexpress an opinion on the financial
statements and financial statement schedules twasedr audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlaUnited States). Those
standards require that we plan and perform thet &amdibtain reasonable assurance about whethdintdmcial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and digds in the financial statements. An audit
also includes assessing the accounting princied and significant estimates made by managenentekhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinarcial position of Highwoods Properties,
Inc. and subsidiaries as of December 31, 2011 a8 2and the results of their operations and tesh flows for each of the three years in the
period ended December 31, 2011 , in conformity &itbounting principles generally accepted in théednStates of America. Also, in our
opinion, such financial statement schedules, wioasidered in relation to the basic consolidatedrfoial statements taken as a whole, present
fairly, in all material respects, the informatiagt $orth therein.

We have also audited, in accordance with the stalsda the Public Company Accounting Oversight Bo@nited States), the Company's
internal control over financial reporting as of Batber 31, 2011 , based on the criteria establishiedernal Control - Integrated Framework

issued by the Committee of Sponsoring Organizatidrice Treadway Commission and our report datdalgey 7, 2012 expressed an
unqualified opinion on the Company's internal cohtwver financial reporting.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 7, 2012
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HIGHWOODS PROPERTIES, INC.
Consolidated Balance Sheets

(in thousands, except share and per share data)

Assets:
Real estate assets, at cost:
Land
Buildings and tenant improvements
Development in process
Land held for development

Less-accumulated depreciation
Net real estate assets
For-sale residential condominiums
Real estate and other assets, net, held for sale
Cash and cash equivalents
Restricted cash
Accounts receivable, net of allowance of $3,548 $8%95, respectively
Mortgages and notes receivable, net of allowancb6afand $868, respectively
Accrued straight-line rents receivable, net ofwlace of $1,294 and $2,209, respectively
Investment in and advances to unconsolidated atii
Deferred financing and leasing costs, net of acdated amortization of $63,156 and $59,360, respelsti
Prepaid expenses and other assets
Total Assets
Liabilities, Noncontrolling Interests in the Operating Partnership and Equity:
Mortgages and notes payable
Accounts payable, accrued expenses and otheritiiebil
Financing obligations
Total Liabilities
Commitments and contingencies
Noncontrolling interests in the Operating Partngrsh
Equity:
Preferred Stock, $.01 par value, 50,000,000 awtbdrshares;

8.625% Series A Cumulative Redeemable PreferredeSHquidation preference $1,000 per share), ZBdnd

29,092 shares issued and outstanding, respectively

8.000% Series B Cumulative Redeemable PreferreteSifiquidation preference $25 per share), 0 ah@@®000

shares issued and outstanding, respectively
Common Stock, $.01 par value, 200,000,000 authdshares;

72,647,697 and 71,690,487 shares issued and aditsamespectively
Additional paid-in capital
Distributions in excess of net income availabledommon stockholders
Accumulated other comprehensive loss

Total Stockholders’ Equity
Noncontrolling interests in consolidated affiliates

Total Equity

Total Liabilities, Noncontrolling Interests in ti@perating Partnership and Equity

See accompanying notes to consolidated financsstents.
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December 31,

2011 2010
$ 369,77. $ 345,08¢
3,144,16 2,883,009
— 4,52¢
105,20t 105,33:
3,619,14! 3,338,03
(901,30() (830,152)
2,717,84! 2,507,88:
4,751 8,22t
— 15,37¢
11,18¢ 14,20¢
26,66¢ 4,39¢
30,09: 20,71¢
18,60( 19,04«
106,01 93,17¢
100,36° 63,60:
128,58! 85,00:
36,88: 40,20
$ 318099 $ 2,871,83!
$ 190321 $ 1,522,94
148,82: 106,71¢
31,44¢ 33,11«
2,083,47: 1,662,77'
110,65! 120,83¢
29,07 29,09:
— 52,50
726 717
1,803,99 1,766,881
(845,85)) (761,78%)
(5,739 (3,645
982,21: 1,083,76:
4,64¢ 4,46(
986,85¢ 1,088,22;
$ 318099 $ 2,871,83!
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Income
(in thousands, except per share amounts)

Rental and other revenues

Operating expenses:
Rental property and other expenses
Depreciation and amortization
Impairment of assets held for use
General and administrative

Total operating expenses

Interest expense:
Contractual
Amortization of deferred financing costs

Financing obligations

Other income:
Interest and other income

Gain/(loss) on debt extinguishment

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

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

Net gains/(losses) on disposition of discontinupdrations

Net income

Net (income) attributable to noncontrolling intdee the Operating Partnership

Net (income) attributable to noncontrolling inteee consolidated affiliates

Dividends on Preferred Stock
Excess of Preferred Stock redemption/repurchaseoves carrying value
Net income available for common stockholders
Earnings per Common Share — basic:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders
Net income available for common stockholders
Weighted average Common Shares outstanding — basic
Earnings per Common Share — diluted:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fimmon stockholders
Net income available for common stockholders
Weighted average Common Shares outstanding —dilute
Net income available for common stockholders:
Income from continuing operations available for coom stockholders
Income from discontinued operations available fiammon stockholders

Net income available for common stockholders

Year Ended December 31,

2011 2010 2009
$ 482,85, $ 461,12 $ 448,01t
176,14t 163,63t 162,02!
143,01 135,41 129,65:
2,42¢ = 2,55¢
35,72 32,94 36,68:
357,32 332,00 330,91
91,83 87,72¢ 81,98:
3,31: 3,38¢ 2,76
84¢ 2,261 2,06:
95,99¢ 93,37: 86,80
7,38 6,36( 8,26:
(24 (708) 1,287
7,36: 5,65¢ 9,54¢
36,89 41,40¢ 39,84
764 74 26€
(316) 27€ 92z
2,28: 25,33( —
4,87¢ 3,821 5,421
44,50: 70,91 46,45
897 1,47¢ (6,230)
2,57¢ (86) 21,46t
3,47( 1,39: 15,23¢
47,97: 72,30 61,69
(2,097) (3,320 (3,197)
(755) (48%) (11)
(4,559 (6,709) (6,709)
(1,899 = =
$ 38677 $ 61,79C $ 51,77¢
$ 0.4¢ $ 08/ $ 0.5¢
0.0% 0.0z 0.21
$ 05/ $ 08 $ 0.7¢
72,28 71,57 67,97
$ 0.4¢ $ 08/ $ 0.5t
0.0% 0.0z 0.21
$ 05/ $ 08 $ 0.7¢
76,18¢ 75,57 72,07
$ 3538 $ 60,467 $ 37,40(
3,29 1,32: 14,37
$ 38,671 $ 61,79C $ 51,77

See accompanying notes to consolidated financsstents.



53




Table of Contents

HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Equity
(in thousands, except share amounts)

Distributions in

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

Balance at December 31, 2008 63,571,70 $ 63€ $ 29,09: $ 52,50( $ 1,616,09: 4,79 $ 6,17€ $ (639,28) $ 1,060,42.
Issuances of Common Stock, net 7,296,811 73 — — 150,86¢ — — — 150,94:
Conversions of Common Units to

Common Stock 176,04: 2 — — 5,58¢ — — — 5,591
Dividends on Common Stock — — — — — — — (114,429 (114,429
Dividends on Preferred Stock — — — — — — — (6,70¢) (6,70¢)
Adjustment of noncontrolling interests in

the Operating Partnership to fair

value — — — — (27,717 — — — (27,717
Distributions to noncontrolling interests i

consolidated affiliates — — — — — — (1,004 — (1,004
Issuances of restricted stock, net 240,74( — — — — — — — —
Share-based compensation expense — 2 — — 6,56¢ — — — 6,567
Net (income) attributable to noncontrolling

interests in the Operating

Partnership — — — — — — — (3,199 (3,197
Net (income) attributable to noncontrollil

interests in consolidated affiliates — — — — — — 11 (11) —
Comprehensive income:

Net income — — — — — — — 61,69 61,69:

Other comprehensive income — — — — — 981 — — 981
Total comprehensive income 62,67¢
Balance at December 31, 2009 71,285,30 713 29,09: 52,50( 1,751,39 (3,817) 5,187 (701,93) 1,133,14
Issuances of Common Stock, net 143,90 1 — — 2,991 — — — 2,99¢
Conversions of Common Units to

Common Stock 97,13¢ 1 — — 3,06( — — — 3,061
Dividends on Common Stock — — — — — — — (121,64 (121,64
Dividends on Preferred Stock — — — — — — — (6,70¢) (6,70¢)
Adjustment of noncontrolling interests in

the Operating Partnership to fair

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

consolidated affiliates — — — — — — (56¢) — (56¢)
Acquisition of noncontrolling interest in

consolidated affiliate — — — — 14C — (640) — (500)
Issuances of restricted stock, net 164,14: — — — — — — — —
Share-based compensation expense — 2 — — 6,57( — — — 6,57
Net (income) attributable to noncontrolling

interests in the Operating

Partnership — — — — — — — (3,320 (3,320
Net (income) attributable to noncontrollil

interests in consolidated affiliates — — — — — — 48t (48¢5) —
Comprehensive income:

Net income — — — — — — — 72,30 72,30

Other comprehensive income — — — — — 162 — — 162
Total comprehensive income 72,46¢
Balance at December 31, 2010 71,690,48 $ 717 $ 29,09: $ 52,50( $ 1,766,88! (3,64 $ 4,46( $ (761,78) $ 1,088,22.
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HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Equity - Continued
(in thousands, except share amounts)

Distributions in

Balance at December 31, 2010

Issuances of Common Stock, net

Conversions of Common Units to
Common Stock

Dividends on Common Stock

Dividends on Preferred Stock

Adjustment of noncontrolling interests in
the Operating Partnership to fair
value

Distributions to noncontrolling interests in
consolidated affiliates

Issuances of restricted stock, net

Redemptions/repurchases of Preferred
Stock

Share-based compensation expense

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

Net (income) attributable to noncontrollil
interests in consolidated affiliates

Comprehensive income:
Net income
Other comprehensive loss

Total comprehensive income

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

71,690,48 $ 717 $ 29,09: $ 52,50( $ 1,766,88! $ (3,64 $ 4,46( $ (761,78) $ 1,088,22.
758,38¢ 8 — — 23,26: — — — 23,27(
64,46¢ — — — 1,90¢ — — — 1,90¢
_ _ — = — — — (122,74 (122,74
— —_ —_ —_ —_ —_ —_ (4,557) (4,557
— — — — 3,95¢ — — — 3,95¢
— —_ —_ —_ —_ —_ (56¢) —_ (56¢)
134,35: — — — — — — — —
—_ —_ (15 (52,500) 1,89¢ —_ —_ (1,89%) (52,51
— 1 — — 6,09 — — — 6,09/
— — — — — — — (2,097 (2,09])
— — — — — — 75& (755) —
— — — — — — — 47,97: 47,97:
— — — — — (2,08¢) — — (2,08¢)
45,88¢
72,647,69 $ 72€ $ 29,077 $ — $ 1,803,99 $ (5,739 $ 4,64¢ $ (845,85) $ 986,85¢

Balance at December 31, 2011

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

Year Ended December 31,

2011 2010 2009
Operating activities:
Net income $ 4797 $ 72,300 $ 61,69
Adjustments to reconcile net income to net cashigesl by operating activities:
Depreciation and amortization 143,14¢ 136,15¢ 131,88:
Amortization of lease incentives and acquisitiolated intangible assets and liabilities 1,44¢ 1,23¢ 1,11C
Share-based compensation expense 6,09« 6,57 6,567
Allowance for losses on accounts and accrued $irdiite rents receivable 2,521 4,00¢ 5,63¢
Amortization of deferred financing costs 3,31z 3,38t 2,76(
Amortization of settled cash flow hedges (11¢) 237 (249)
Impairment of assets held for use 2,42¢ — 13,51¢
(Gain)/loss on debt extinguishment 24 70¢E (1,287
Net (gains)/losses on disposition of property (3,337) 12 (21,737
(Gains)/losses on for-sale residential condominiums 31€ (27¢€) (922)
Gains on disposition of investment in unconsolidatéiliates (2,287 (25,33() =
Equity in earnings of unconsolidated affiliates (4,87¢) (3,82)) (5,42))
Changes in financing obligations (47€) 70¢ 392
Distributions of earnings from unconsolidated &fié¢s 5,02¢ 4,43: 4,18(
Changes in operating assets and liabilities:
Accounts receivable (8,49¢) (3,290 (2,819
Prepaid expenses and other assets (400) 37C (2,629
Accrued straight-line rents receivable (13,609 (11,889 (6,527)
Accounts payable, accrued expenses and otheritiedil 16,70: 5,01z 2,957
Net cash provided by operating activities 195,39¢ 190,53 189,12(
Investing activities:
Additions to real estate assets and deferred lga@sists (184,56¢) (102,71) (151,48)
Net proceeds from disposition of real estate assets 17,710 6,801 77,28¢
Net proceeds from disposition of for-sale residdrtondominiums 3,02( 4,95 12,19¢
Proceeds from disposition of investment in uncadsbéd affiliates 4,75¢ 15,00( —
Distributions of capital from unconsolidated aftiés 1,577 1,93:¢ 3,95¢
Repayments of mortgages and notes receivable 444 32¢ 45¢
Investments in and advances to unconsolidatedeaaéfd (39,90)) (2,87%) (952)
Changes in restricted cash and other investingities (18,52¢) (1,57¢) (3,28¢)
Net cash used in investing activities (215,479 (78,15%) (61,82
Financing activities:
Dividends on Common Stock (122,74% (121,649 (114,429
Redemptions/repurchases of Preferred Stock (52,51%) — —
Dividends on Preferred Stock (4,55%) (6,70¢) (6,70¢)
Distributions to noncontrolling interests in the @ating Partnership (6,417) (6,469) (6,832
Distributions to noncontrolling interests in coridated affiliates (569) (56¢) (1,004
Acquisition of noncontrolling interest in consoltdd affiliate — (500) —
Net proceeds from the issuance of Common Stock 23,27( 2,99¢ 150,94:
Borrowings on revolving credit facility 525,80( 37,50( 128,00(
Repayments of revolving credit facility (193,80() (7,500 (291,00()
Borrowings on mortgages and notes payable 200,00( 10,36¢ 217,21!
Repayments of mortgages and notes payable (344,209 (27,009 (188,50:)
Borrowings on financing obligations — — 4,18¢
Payments on financing obligations (1,194 (1,116 (1,044

Payments on debt extinguishment — (577) —



Additions to deferred financing costs and otheaficing activities (6,017) (65€) (8,17¢)

Net cash provided by/(used in) financing activities 17,06¢ (121,879 (117,359

Net increase/(decrease) in cash and cash equisalent (3,01¢) (9,497) 9,947
Cash and cash equivalents at beginning of the gherio 14,20¢ 23,69¢ 13,75
$ 11,18¢ 14,20¢ $ 23,69¢

Cash and cash equivalents at end of the period
See accompanying notes to consolidated financstents.

56




Table of Contents

HIGHWOODS PROPERTIES, INC.
Consolidated Statements of Cash Flows — Continued
(in thousands)

Supplemental disclosure of cash flow information:

Year Ended December 31,

2011 2010 2009
Cash paid for interest, net of amounts capitalized $ 90,83t $ 86,39t $ 85,42
Supplemental disclosure of non-cash investing anéh&incing activities:

Year Ended December 31,

2011 2010 2009
Unrealized gains/(losses) on cash flow hedges $ (2,209 $ — 8 937
Conversion of Common Units to Common Stock 1,90¢ 3,061 5,591
Changes in accrued capital expenditures 11,04¢ (1,94¢) (29,099
Write-off of fully depreciated real estate assets 48,56 43,95¢ 33,00¢
Write-off of fully amortized deferred financing atehsing costs 19,987 15,71¢ 19,19/
Unrealized gains/(losses) on marketable secunfiemn-qualified deferred compensation plan (119 382 1,497
Settlement of financing obligation — 4,18¢ —
Adjustment of noncontrolling interests in the Ogierg Partnership to fair value (3,95%) (2,72)) 27,717
Unrealized gain/(loss) on tax increment financiogd 234 77 293
Mortgages receivable from seller financing — 17,03( —
Assumption of mortgages and notes payable relatagduisition activities 192,36 40,30¢ —

See accompanying notes to consolidated financstents.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011
(tabular dollar amounts in thousands, except per sfre data)

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

Highwoods Properties, Inc., together with its cditsted subsidiaries (the “Company”), is a fullytdgrated, self-administered and self-
managed equity real estate investment trust (“REtfat provides leasing, management, developmamistouction and other customeslatec
services for its properties and for third partieEse Company conducts virtually all of its activtithrough Highwoods Realty Limited Partner:
(the “Operating Partnership”). At December 31, 2Q1the Company and/or the Operating Partnershipllwlmwned: 303 inservice office
industrial and retail properties, comprising 29.#ian square feet; 96 rental residential units; fb7-sale residential condominiums; 586res ¢
undeveloped land suitable for future developmehtylich 524 acres are considered core assets; ffice property under development; aode
office property that is considered completed but yet stabilized. In addition, we owned interest§0(0% or less) in 35 igervice offict
properties, one rental residential property undaretbpment and lacres of undeveloped land suitable for future dgwekent, which includes
12.5% interest in a 261,000 square foot office propdirectly owned by the Company (not includedhie Operating PartnershigpConsolidate
Financial Statements).

The Company is the sole general partner of the &jper Partnership. At December 31, 2Q1tie Company owned all of the Preferred L
and 72.2 million , or 95.1% , of the Common Unitstlie Operating Partnership. Limited partners,uditig one officer and twdirectors of th
Company, own the remaining 3.7 milli@ommon Units. In the event the Company issues st@r€ommon Stock, the proceeds of the issL
are contributed to the Operating Partnership irharge for additional Common Units. Generally, th@efating Partnership is required to red
each Common Unit at the request of the holder tfdoe cash equal to the value of one share ofGbmpany’s Common Stock, $ 0.p&r value
based on the average of the market price for théraiding days immediately preceding the notice ddtsuch redemption, provided that
Company at its option may elect to acquire any sdoimmon Units presented for redemption for casloree share of Common Stock. ~
Common Units owned by the Company are not redeeamdhiring 2011 , the Company redeemed 64 @68hmon Units for a like number
shares of Common Stock. The redemptions, in cotipmavith the proceeds from issuances of CommorciStmontributed to the Operati
Partnership in exchange for additional Common Uritsreased the percentage of Common Units ownedhbyCompany from 95.0%t
December 31, 2010 to 95.1% at December 31, 2011 .

Basis of Presentation

Our Consolidated Financial Statements are preparezbnformity with accounting principles generabigcepted in the United States
America (“GAAP”). Our Consolidated Balance SheeDatember 31, 201@as revised from previously reported amounts ttecefn real esta
and other assets, net, held for sale those prepesthich qualified as held for sale during 201Qur Consolidated Statements of Income fol
years ended December 31, 2010 and 2068 revised from previously reported amounts ftecein discontinued operations the operation:
those properties sold or held for sale subsequsiose respective years.

The Consolidated Financial Statements include tper&ing Partnership, wholly owned subsidiaries twode subsidiaries in which we ow
majority voting interest with the ability to controperations of the subsidiaries and where no smlise participating rights or substantive kick
rights have been granted to the noncontrollingrasts. We consolidate partnerships, joint ventaned limited liability companies when
control the major operating and financial policisthe entity through majority ownership or in ocapacity as general partner or mana
member. Five of the 50.0% or less ownedsémvice office properties are consolidated. In taldj we consolidate those entities deemed |
variable interest entities in which we are deteeditio be the primary beneficiary. At December 31112, we had involvement with no entit
that we concluded to be variable interest entitdissignificant intercompany transactions and agus have been eliminated.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sfre data)

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

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

Real Estate and Related Assets

Real estate and related assets are recorded abwdsstated at cost less accumulated deprecigfenovationsreplacements and ott
expenditures that improve or extend the life ofetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expensewsead. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landasfiructure costs, 15 years for building improvememtd five to seven years for furniture, fixtt
and equipment. Tenant improvements are amortizied wlse straightine method over initial fixed terms of the respeetieases, which genera
are from three to 10 years. Depreciation expenseetl estate assets was $ 120.8 million , $ 1&#liéon and $ 115.6 milliorfor the years end:
December 31, 2011 , 2010 and 2009 , respectively.

Expenditures directly related to the development eonstruction of real estate assets are includatkt real estate assets and are sta
depreciated cost. Development expenditures inclpoeconstruction costs essential to the developmentprofperties, development &
construction costs, interest costs on qualifyingets real estate taxes, development personneiesaénd related costs and other costs inc
during the period of development. Interest and otagrying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction #gtiWWe consider a construction project as sub&lytcompleted and ready for its intended
upon the completion of tenant improvements. We egapitalization on the portion that is substahltiabmpleted and occupied or held avail:
for occupancy, and capitalize only those costs@ata with the portion under construction.

Expenditures directly related to the leasing ofpemties are included in deferred financing andifegasosts and are stated at amortized
Such expenditures are part of the investment naoes$s execute leases and, therefore, are cladsiieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiattjes for new leases or lease renewals are ciapitialinternal leasing costs include prime
compensation, benefits and other costs, such as fegs related to leasing activities, that arauired in connection with successfully secu
leases of properties. Capitalized leasing costsaarertized on a straiglifie basis over the initial fixed terms of the resfive leases, whit
generally are from three to 10 years. Estimatetsaedated to unsuccessful activities are expeasddcurred.

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

Upon the acquisition of real estate assets, wesagbe fair value of acquired tangible assets sisdiand, buildings and tenant improveme
intangible assets and liabilities such as above lzgldw market leases, acquiredplace leases, customer relationships and othettifiddate
intangible assets and assumed liabilities. We adsd#svalue based on estimated cash flow projestithat utilize discount and/or capitaliza
rates as well as available market information. fetievalue of the tangible assets of an acquiregberty considers the value of the property as
were vacant.
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HIGHWOODS PROPERTIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per sfre data)

1. Description of Business and Significant Accaiing Policies — Continued

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechegpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as desthbbw. Fair value is calculated as the preseluevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laade(2) our estimate of fair market lease ratesefmh corresponding iplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a pagic ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phesterm of any renewal option that the customerldvtm@ economically compelled
exercise for below-market leases.

In-place leases acquired are recorded at fair valgeferred financing and leasing costs and are aadrto depreciation and amortizat
expense over the remaining term of the respectigsed. The value of iplace leases is based on our evaluation of thefgpebaracteristics ¢
each customer's lease. Factors considered inclstimages of carrying costs during hypothetical expé leasawp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carryiosts, we include real estate taxes, insuranc
other operating expenses and estimates of losdlseat market rates during the expected |legsperiods, depending on local market condition
estimating costs to execute similar leases, weidengenant improvements, leasing commissions agdlland other related expenses.

Real estate and other assets are classified adil@tgassets held for use or as Idivggd assets held for sale. Real estate is classids hel
for sale when the Company's Board of Directorstoinvestment Committee, has approved the salbeofisset, a legally enforceable contrac
been executed and the buyer's due diligence pkeasaxpired.

Impairment of Long-Lived Assets and Investments inJnconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or ¢gjesnin circumstances indicate that
carrying value may be impaired, such as a sigmificecline in occupancy, identification of matdsighdverse legal or environmental fact
change in our designation of an asset from cor®toecore which impacts the anticipated holding perioc decline in market value to an amc
less than cost. This analysis is generally perforattethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the assarrying amount will be recovered from its uedisnted estimated future operating
residual cash flows. These cash flows are estimbés#d on a number of assumptions that are sutmestonomic and market uncertain
including, among others, demand for space, conipetior customers, changes in market rental ratests to operate each property and exp:
ownership periods. For properties under developntéet cash flows are based on expected servicenjmit®f the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edsehe sum of its undiscounted future operatirgrasidual cash flows, an impairment |
is recorded for the difference between estimatedvédue of the asset and the carrying amount. \&eegally estimate the fair value of assets
for use by using discounted cash flow analysesomme instances, appraisal information may be aailand is used in addition to a discoul
cash flow analysis. As the factors used in genagatiiese cash flows are difficult to predict and snbject to future events that may alter
assumptions, the discounted and/or undiscountedefudperating and residual cash flows estimatedisyn our impairment analyses or th
established by appraisal may not be achieved anthayebe required to recognize future impairmensdgson our properties held for use.

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

We also analyze our investments in unconsolidatiithtes for impairment. This analysis consistsdeftermining whether an expected los
market value of an investment is other than temydog evaluating the length of time and the extenivhich the market value has been less
cost, the financial condition and nearm prospects of the investee, and our intent aitity to retain our investment for a period ofné
sufficient to allow for any anticipated recoverynrarket value. As the factors used in this analgsésdifficult to predict and are subject to fu
events that may alter our assumptions, we maydpginetl to recognize future impairment losses onimugstments in unconsolidated affiliates.
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1. Description of Business and Significant Accaiing Policies — Continued
Sales of Real Estate

For sales transactions meeting the requirementiufioprofit recognition, the related assets arablilities are removed from the balance s
and the resultant gain or loss is recorded in #réod the transaction closes. For sales transactiotih continuing involvement after the sale, i€
continuing involvement with the property is limitbg the terms of the sales contract, profit is ggiped at the time of sale and is reduced b
maximum exposure to loss related to the naturehefdontinuing involvement. Sales to entities in ablhive have or receive an interest
accounted for using partial sale accounting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuisghtement, including put and call provisio
if present, and account for the transaction asanfiing arrangement, profikaring arrangement, leasing arrangement or otteznate method «
accounting, rather than as a sale, based on thieenanhd extent of the continuing involvement. Sdraesactions may have numerous form
continuing involvement. In those cases, we deteemihich method is most appropriate based on thstanbe of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghime a straightine basis over the terms of the respective leabBlis. means that, wi
respect to a particular lease, actual amountsdhifieaccordance with the lease during any giveiodenay be higher or lower than the amour
rental revenue recognized for the period. Straligiet-rental revenue is commenced when the cust@ssumes control of the leased prem
Accrued straight-line rents receivable represdmsamount by which straiglitte rental revenue exceeds rents currently biledccordance wi
lease agreements. Contingent rental revenue, suglermentage rent, is accrued when the contingencgmoved. Termination fee income
recognized at the later of when the customer haated the space or the lease has expired andyaefgicuted lease termination agreemen
been delivered, the amount of the fee is deterniénabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued vevemts have occurred that trigger such provisions.

Property operating cost recovery revenues fromocasts (“cost reimbursements”) are determined omlancar year and a lease-legst
basis. The most common types of cost reimbursemerdar leases are common area maintenance (“CAMY) real estate taxes, for which
customer pays its prata share of operating and administrative expeasdgeal estate taxes in excess of a base yeamanidhe computation
cost reimbursements is complex and involves nungejodgments, including the interpretation of teraml other customer lease provisit
Leases are not uniform in dealing with such costbersements and there are many variations in éhgpatation. Many customers make mon
fixed payments of CAM, real estate taxes and otlst reimbursement items. We accrue income relatéidese payments each month. We n
quarterly accrual adjustments, positive or negativecost recovery income to adjust the recordeduants to our best estimate of the final an
amounts to be billed and collected with respedhtocost reimbursements. After the end of the ciEegear, we compute each customer's
cost reimbursements and, after considering amaquaits by the customer during the year, issue aobittredit for the appropriate amount to
customer. The differences between the amountsdbifles previously received payments and the acewjastment are recorded as increas:
decreases to cost recovery income when the fiflaldrie prepared, which occurs during the first bathe subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveddlei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalil#€Ecounts. The evaluation prima
consists of reviewing past due account balancexansidering such factors as the credit qualitpwf customer, historical trends of the custc
and changes in customer payment terms. Additiona¥iyh respect to customers in bankruptcy, we estinthe probable recovery throt
bankruptcy claims and adjust the allowance for am®deemed uncollectible. If our assumptions reiggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowance its related receivable are writteffi-
when we have concluded there is a low probabilfitpadlection and we have discontinued collectiofoes$.
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1. Description of Business and Significant Accaiing Policies — Continued
Discontinued Operations

Properties that are sold or classified as helg#&be are classified as discontinued operationsigedvthat (1) the operations and cash flow
the property will be eliminated from our ongoingeogations and (2) we will not have any significaohtinuing involvement in the operations
the property after it is sold. Interest expensimdtuded in discontinued operations if the relatah securing the sold property is to be paid ©
assumed by the buyer in connection with the sélael property is sold to a joint venture in whisle retain an interest, the property will not
accounted for as a discontinued operation due tosinificant ongoing interest in the operationsotlgh our joint venture interest. If we
retained to provide property management, leasirdjoanother services for the property owner aftex Hale, the property generally will
accounted for as a discontinued operation becdusexpected cash flows related to our managemehteaising activities generally will not
significant in comparison to the cash flows frora fitoperty prior to sale.

Lease Incentives

Lease incentive costs, which are payments made tm dehalf of a customer as an incentive to signléase, are capitalized in defe
financing and leasing costs and amortized on #gsitrdéine basis over the respective lease terns@sluction of rental revenues.

For-Sale Residential Condominiums

For-sale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest mor
deposits in accounts payable, accrued expensesthadliabilities in accordance with the deposittinoel. We then record completed sales v
units close and the remaining net cash is received.

Investments in Unconsolidated Affiliates

We account for our investments in less than majasivned joint ventures, partnerships and limiteability companies using the eqt
method of accounting when our interests represeyereral partnership interest but substantive @patiing rights or substantive kick out rig
have been granted to the limited partners or whanirterests do not represent a general partneisteépest and we do not control the m
operating and financial policies of the entity. $adnvestments are initially recorded at cost wesiments in unconsolidated affiliates and
subsequently adjusted for our share of earningscassti contributions and distributions. To the et cost basis at formation of the jc
venture is different than the basis reflected atjttint venture level, the basis difference is amed over the life of the related assets and thet
in our share of equity in earnings of unconsolidailiates.

Cash Equivalents

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

Restricted cash represents cash deposits thaegaéyl restricted or held by third parties on oehalf, such as security deposits from <
contracts on for-sale residential condominiums strctionfelated escrows, property disposition proceedaisiee and designated or intende

fund future taxdeferred exchanges of qualifying real estate imaests, escrows and reserves for debt service,estate taxes and prope
insurance established pursuant to certain mortfiagecing arrangements and any deposits givenneles to unencumber secured properties.

62




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

1. Description of Business and Significant Accaiing Policies — Continued
Income Taxes

We have elected and expect to continue to quabfia &REIT under Sections 856 through 860 of thermaieRevenue Code of 1986,
amended (the “Code”A corporate REIT is a legal entity that holds reatate assets and, through the payment of dividend®ckholders,
generally permitted to reduce or avoid the paynoéfiéderal and state income taxes at the corpdeatd. To maintain qualification as a REIT,
are required to pay dividends to our stockholdgrsaéto at least 90.0% of our annual REIT taxabt®ime, excluding net capital gains.

We conduct certain business activities throughxalike REIT subsidiary, as permitted under the Cathe. taxable REIT subsidiary is sub
to federal, state and local income taxes on italilexincome. We record provisions for income téb@sed on its income recognized for finar
statement purposes, including the effects of teamyadifferences between such income and the anreaognized for tax purposes.

Concentration of Credit Risk

At December 31, 2011 , our Wholly Owned Propertiese leased to 1,72Qstomers. The geographic locations that comprisatgr tha
10.0% of our annualized cash rental revenue areigtglNC, Tampa, FL, Atlanta, GA and Nashville, T®Our customers engage in a wide val
of businesses. No single customer of the Wholly €dvRroperties generated more than 10.0% of ourotidated revenues during 2011 .

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

Derivative Financial Instruments

We borrow funds at a combination of fixed and Malearates. Borrowings under our revolving credtilfey, construction facility and bat
term loans bear interest at variable rates. Oug-tenm debt, which consists of secured and unsdderggterm financings and the issuance
unsecured debt securities, typically bears inteatefiked rates although some loans bear intetesir@able rates. Our interest rate risk manage
objectives are to limit the impact of interest rateanges on earnings and cash flows and to lowepwerall borrowing costs. To achieve th
objectives, from time to time, we enter into inttreate hedge contracts such as collars, swaps, aagph treasury lock agreements in orde
mitigate our interest rate risk with respect toi@as debt instruments. We do not hold or issuedttesivative contracts for trading or specule
purposes. The interest rate on all of our variahte debt is generally adjusted at one or threetimimtervals, subject to settlements under t
interest rate hedge contracts. We also enter iastiry lock and similar agreements from timerteetin order to limit our exposure to an incre
in interest rates with respect to future debt drfigs.

Interest rate swaps involve the receipt of variahte amounts from a counterparty in exchange faking fixedrate payments over the life
the agreements without exchange of the underlyaigpnal amount. The effective portion of changethim fair value of derivatives designated
that qualify as cash flow hedges is recorded iruamdated other comprehensive loss and is subsdguentassified into interest expense in
period that the hedged forecasted transaction taffsrnings. Interest rate hedge contracts tygicalhtain a provision whereby if we default
any of our indebtedness, we could also be declarddfault on our hedge contracts.

We account for terminated derivative instrumentsrégognizing the related accumulated comprehenisigeme/loss balance in curn

earnings, unless the hedged forecasted transactintinues as originally planned, in which case watioue to amortize the accumula
comprehensive income/loss into earnings over thggnadly designated hedge period.
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1. Description of Business and Significant Accaiing Policies — Continued
Earnings Per Share

Basic earnings per share is computed by dividingnmmme available for common stockholders by tleégivted Common Shares outstant
- basic. Diluted earnings per share is computed bididig net income available to common stockholdeltss noncontrolling interests in t
Operating Partnership by the weighted Common Shautstanding basic plus the dilutive effect of options, warraatsl convertible securiti
outstanding, including Common Units, using the steg stock method. Weighted Common Shares outstgndbasic includes all unvest
restricted stock since dividends received on seslricted stock are non-forfeitable.

Recently Issued Accounting Standards

Beginning with our Quarterly Report on Form QOfor the three months ended March 31, 2012, wkbegilrequired to enhance our disclos
of assets and liabilities measured at fair valugs Thcludes disclosing any significant transfeesween Levels 1 and 2 of the fair value hierar
additional quantitative and qualitative informaticegarding fair value measurements categorizedea®IL3 of the fair value hierarchy and
hierarchy classification for items whose fair valseot recorded on our Consolidated Balance Steéts disclosed in our Notes to Consolidi
Financial Statements. Additionally, we will be régad to present comprehensive income on the faceipfConsolidated Statements of Inco
which is currently disclosed in our Notes to Coidatled Financial Statements.

2. Real Estate Assets
Acquisitions

In 2011 , we acquired a six-building, 1.54 millisquare foot office complex in Pittsburgh, PA fopwachase price of $ 188.5 milliariThe
purchase price included the assumption of secuzbtirécorded at fair value of $ 124.5 million ,lwén effective interest rate of 4.27%cludinc
amortization of deferred financing costs. This defattures in November 2017 . We expensed $ 4.0amitif costs related to this acquisiti
which are included in general and administrativpesse. Additionally, we acquired a 503,08fuare foot office building in Atlanta, GA fo
purchase price of $ 78.3 million . The purchaseeincluded the assumption of secured debt recoatlédir value of $ 67.9 million with ar
effective interest rate of 5.45% , including amzation of deferred financing costs. This debt megun January 2014 . We expense@l$million
of costs related to this acquisition.

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

Total Purchase

Price
Consideration
Real estate assets $ 241,60:
Acquisition-related intangible assets (in deferfiedncing and leasing costs) 39,72
Furniture, fixtures and equipment (in prepaid exgemnand other assets) 1,101
Acquisition-related intangible liabilities (in aasots payable, accrued expenses and other liag)litie (15,627
Total consideration $ 266,79
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2. Real Estate Assets - Continued

The following tables set forth our rental and otherenues and net income, adjusted for interestresgp and depreciation and amortize
related to purchase price allocation, assumingtogiisitions discussed above both occurred asedi¢lginning of each annual reporting period:

Year Ended December 31,

2011 2010 2009
Proforma rental and other revenues $ 524,48( $ 511,86. $ 505,84(
Proforma net income $ 45,67 $ 65,40¢ $ 57,47
Proforma earnings per share - basic $ 05C $ 077 $ 0.7¢C
Proforma earnings per share - diluted $ 05C $ 077 $ 0.7¢C

In 2011 , we also acquired a 48,000 square footicakdffice property in Raleigh, NC for approximbit& 8.9 millionin cash and incurred
0.1 million of acquisition-related costs, which @meluded in general and administrative expense.

In 2010 , we acquired a 336,000 square foot officperty in Memphis, TN for a purchase price of Z65million . The purchase pri
included the assumption of secured debt recordddiravalue of $ 40.3 million , with an effectivaterest rate of 6.43%This debt matures
November 201 We incurred $ 0.4 million of acquisition-relatedsts. We also acquired a 117,000 square footeoffioperty and 32.6cres ¢
development land in Tampa, FL for a purchase prfcg 12.0 million . We incurred $ 0.2 million of @uisition+elated costs. Lastly, we acqui
our partner’s interest in a joint venture that od/iher-sale residential condominiums for a purchasee of $ 0.5 million .

In 2009 , we acquired a 220,000 square foot offigiéding in Tampa, FL for a purchase price of $3@illion . We expensed $ 0.1 milliaf
costs related to this acquisition.

Dispositions

In 2011 , we sold an office property and adjacemtd| parcel in a single transaction in Winston-Salbl@ for gross proceeds of H5.C
million . We recorded gain on disposition of distioned operations of $ 2.6 milliorelated to the office property and gain on disposiboi
property of $ 0.3 million related to the land.

In 2010 , we sold seven office properties in Wins&alem, NC and six industrial properties in Gréens, NC in twoseparate transactions
gross proceeds of $ 24.9 million . In the aggregatereceived cash of $ 7.9 million . provided esefinancing of $ 17.0 milliomnd committed 1
lend up to an additional $ 1.7 million for tenamiprovements and lease commissions, of which $ dl@mwas funded as of December 31, 2011
We have accounted for these dispositions usingrtstallment method, whereby the $ 0.4 milligain on disposition of property related to
office properties has been deferred and will b@gezed when the seller financing is repaid, arbrded impairment of $ 0.3 milliorelated t¢
the industrial properties. In 201@ve also recorded a completed sale in connectitinthve disposition of an office property in RalejdNC in the
fourth quarter of 2009 where the buyer's limiteghtito compel us to repurchase the property ex@retirecorded a gain of $ 0.2 million .

In 2009 , we sold 517,000 square feet of non-cetailrand office properties for gross proceeds @8® million and recorded gains o2%.7
million .

Impairments

In 2011 , we recorded impairment of assets heldiser of $ 2.4 million on twoffice properties located in Orlando, FL due tcharege in th
assumed timing of future disposition, which reduttealfuture expected cash flows from the properties
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2. Real Estate Assets - Continued

In 2009 , we recorded impairment of assets heldiger of $ 2.6 million on four office properties &ed in WinstorSalem, NC and record
impairment of $ 11.0 million on the office, induatrand retail properties in Winstd®alem and Greensboro, NC that were sold in 201(
required discontinued operations presentation. &lpairments were also due to a change in thenss$diming of future disposition, whi
reduced the future expected cash flows from thpgntees.
3. Mortgages and Notes Receivable

The following table sets forth our mortgages antkageceivable:

December 31,

2011 2010
Seller financing (first mortgages) $ 17,18 $ 17,18(
Less allowance — —
17,18( 17,18(
Promissory notes 1,481 2,732
Less allowance (61) (868)
1,42( 1,864
Mortgages and notes receivable, net $ 18,60  $ 19,04«

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

December 31,

2011 2010
Beginning notes receivable allowance $ 86¢ $ 698
Bad debt expense 19¢ 413
Recoveries/write-offs/other (1,009 (243)
Total notes receivable allowance $ 61 $ 86¢

Our mortgages and notes receivable consist priyafikeller financing issued in conjunction withaaisposition transactions in 2010 (
Note 2). This seller financing is evidenced bytfireortgages secured by the assignment of rentshe@ndnderlying real estate assets. We con
on the credit quality of the receivables by moriitgrthe leasing statistics and market fundamermtbtbese assets. As of December 31, 20thk
payments on both mortgages receivable were cuamshthere were no other indications of impairmenthe receivables. We may be require
take impairment charges in the future if and todktent the underlying collateral diminishes inueal
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4. Investments in and Advances to Affiliates
Unconsolidated Affiliates

We have equity interests of up to 50.0@%wvarious joint ventures with unrelated investtivat are accounted for using the equity methc
accounting. As a result, the assets and liabilafehese joint ventures are not included in ounsididated Financial Statements.

The following table sets forth our ownership in ansolidated affiliates at December 31, 2011 :

Ownership
Joint Venture Location of Properties Interest
Concourse Center Associates, LLC Greenshoro, NC 50.00%
Plaza Colonnade, LLC Kansas City, MO 50.00%
Lofts at Weston, LLC Raleigh, NC 50.00%
Board of Trade Investment Company Kansas City, MO 49.00%
Highwoods DLF 97/26 DLF 99/32, LP Atlanta, GA; Greensboro, NC; Orlando, FL 42.93%
Highwoods KC Glenridge Office, LLC Atlanta, GA 40.00%
Highwoods KC Glenridge Land, LLC Atlanta, GA 40.00%
HIW-KC Orlando, LLC Orlando, FL 40.00%
Kessinger/Hunter, LLC Kansas City, MO 26.50%
Highwoods DLF Forum, LLC Raleigh, NC 25.00%
Highwoods DLF 98/29, LLC Atlanta, GA; Charlotte, NC; Greensboro, NC; RaleiyiC; Orlando, FL 22.81%
4600 Madison Associates, LLC Kansas City, MO 12.50%

The following table sets forth combined summarifirencial information for our unconsolidated afiites:

December 31,

2011 2010
Balance Sheets:
Assets:
Real estate assets, net $ 536,08 $ 580,25°
All other assets, net 96,94« 92,42
Total Assets $ 633,03. $ 672,68(
Liabilities and Partners’ or Shareholders’ Equity:
Mortgages and notes payaldg $ 406,87 $ 424,81¢
All other liabilities 21,80¢ 26,267
Partners’ or shareholders’ equity 204,34¢ 221,59
Total Liabilities and Partners’ or Shareholdersug $ 633,03 $ 672,68(
Our share of historical partners’ or shareholdeglity $ 59,58¢ $ 61,027
Advances to unconsolidated affiliate 38,32: —
Net excess of cost of investments over the net vatke of underlying net assets 2,46( 2,58t
Carrying value of investments in unconsolidatediafés $ 100,36 $ 63,60
Our share of unconsolidated non-recourse mortgebgx $ 146,92t  $ 150,69t
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Investments in and Advances to Affiliates — @htinued

Our share of scheduled future principal paymentduding amortization, due on mortgages and noagsiple at December 31, 20ik1as follows

2012(a) $ 31,10:
2013 23,25(
2014 56,73
2015 983
2016 1,052
Thereafter 33,80:

$ 146,92¢

(a) Includes our 22.81% portion of a $38.3 milliaterest-only secured loan provided by us to théDjoint venture.

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

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

Year Ended December 31,

2011 2010 2009
Income Statements:
Rental and other revenues $ 100,95¢ $ 119,86¢ $ 149,
Expenses:
Rental property and other expenses 44,58¢ 56,86¢ 72,
Depreciation and amortization 26,43( 31,40: 35,
Interest expense 23,76: 27,95¢ 35,
Total expenses 94,77¢ 116,22! 143,
Income before disposition of properties 6,182 3,642 6,
Gains on disposition of properties = = 2,
Net income $ 6,18- $ 3,64: % 9,
Our share of:
Depreciation and amortization of real estate assets $ 8,38¢ $ 10,47.  $ 12,
Interest expense $ 8,16: $ 10,54 $ 14,
Net gain on disposition of depreciable properties $ —  $ — 3 !
Net income $ 2,42¢  $ 1,466 $ 2,
Our share of net income $ 2,42¢ % 1,46€ $ 2,
Purchase accounting and management, leasing aedfeds adjustments 2,44¢ 2,35¢ 2,
Equity in earnings of unconsolidated affiliates $ 487¢  $ 3821 % 5,
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4. Investments in and Advances to Affiliates — @htinued
The following summarizes additional informationateld to certain of our unconsolidated affiliates:
- Lofts at Weston, LLC

In 2011, we and Ravin Partners, LLC (“Ravin”) fomneofts at Weston, LLC, in which we have a 50.00%nership interest. We contribu
15.0 acres of land at an agreed upon value of $nilin to this joint venture, and Ravin contriledt$ 1.2 millionin cash and agreed to guarai
the joint venture's development loan. The jointtuem then distributed $ 1.2 million to us and weorgled a gain of $ 0.3 millioon this
transaction. Ravin manages and operates thisyeimure, which is constructing 215 rental residanihits at a total cost of approximatel2$.<
million . Ravin is the developer, manager and legsigent and will receive customary fees from tiet jventure.

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

In 2009, DLF Il sold an office property for grosopeeds of $ 7.1 million and recorded an impairnoi@rge of $ 0.5 million We recorded
0.2 million as our proportionate share of this immpant charge through equity in earnings of unctidated affiliates.

- Kessinger/Hunter, LLC

Kessinger/Hunter, LLC, which is managed by ourfj@i@nture partner, provides leasing services ttageof our Wholly Owned Properties
Kansas City, MO in exchange for customary fees frosn These services were reduced by us to onlinpaslated services in 20(
Kessinger/Hunter, LLC received $ 2.1 million , 8 @nillion and $ 0.5 million from us for these se®$ in 2011 , 2010 and 2009 , respectively.

- Highwoods DLF 98/29, LLC (“DLF I")

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

In 2011, we provided a $ 38.3 million interest-osbcured loan to DLF | that is scheduled to maitutdarch 2012, which was used to rep
a secured loan before maturity to a third partylegn The loan bears interest at LIBOR plus 500shpsints , which may be reduced by ub
basis points upon the use of proceeds from thedfatertain assets by the joint venture to repayltan. We recorded $1.3 milliof interes
income from this loan in interest and other incalneng the year ended December 31, 2011.

In 2009, DLF I sold an office property for grosopeeds of $ 14.8 million and recorded a gain of4brillion . We recorded $ 0.8 millioas
our proportionate share of this gain through equitgarnings of unconsolidated affiliates.

- Des Moines, IA Joint Ventures

In 2010, we sold our equity interests in a serfesngonsolidated joint ventures relating to projsrin Des Moines, IA. The assets in the j
ventures included 1.7 million square feet of offi@g88,000 square feet of industrial and 45,000 smjfeet of retail properties, as well 4%8
apartment units. In connection with the closing, neeeived $ 15.0 millioiin cash. We had a negative book basis in certathejoint venture:
primarily as a result of prior cash distributiongttie partners. As a result, we recorded gain spadition of investment in unconsolidated affils
of $25.3 million .

- HIW Development B, LLC
In 2011, our joint venture partner exercised iti@pto acquire our 10.0%quity interest in the HIW Development B, LLC joinénture

which recently completed construction of a builestot office property in Charlotte, NC. As a resulie received gross proceeds o4.8 million
and recorded a gain on disposition of investmenticonsolidated affiliate related to this mercHauntd project of $2.3 million .
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4. Investments in and Advances to Affiliates —@htinued
- Other Activities

We receive development, management and leasingféeeservices provided to certain of our joint wanets. These fees are recognize
income to the extent of our respective joint veatpartner's interest. In the years ended Decenthet(3 1 , 2010 and 2009 , we recognizedl 1%
million , $ 2.7 million and $ 2.1 million respectively, of development, management andngdees from our unconsolidated joint ventures
December 31, 2011 and 2010 , we had receivabl$$.6fmillion and $0.6 million , respectively, reddtto these fees in accounts receivable.

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

We have a 50.0%wnership interest in Markel. We are the managerlaasing agent for Markel's properties locate®Richmond, VA an
receive customary management and leasing fees.oNsolidate Markel since we are the general paramer control the major operating ¢
financial policies of the joint venture. The orgeational documents of Markel require the entitypéoliquidated through the sale of its assets
reaching December 31, 2100 . As controlling partwez have an obligation to cause this propesying entity to distribute proceeds
liquidation to the noncontrolling interest partrierthese partially owned properties only if the patceeds received by the entity from the sa
our assets warrant a distribution as determinethbyagreement. We estimate the value of noncoimgoihterest distributions would have b
approximately $ 14.8 million had the entity beequldated at December 31, 201This estimated settlement value is based onaine/élue of th
underlying properties which is based on a humbeassiimptions that are subject to economic and marieertainties including, among oth
demand for space, competition for customers, chamgearket rental rates and costs to operate jagerty. If the entity's underlying assets
worth less than the underlying liabilities on thatal of such liquidation, we would have no obligatim remit any consideration to -
noncontrolling interest holder.

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

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

- Plaza Residential, LLC (“Plaza Residential”)

In 2009, our taxable REIT subsidiary formed thezRI&esidential joint venture with an unrelated ypaot develop and sell 139 faale
residential condominiums constructed above a whmNwed office property in Raleigh, NC. We initialiyad a 93.0%nterest in Plaza Resident
In 2010, we acquired our partner's 7.0% ownershiprést for $ 0.5 million . During the years enddetember 31, 2011 , 2010 and 2Q08¢
received $ 3.2 million , $ 5.3 million and $ 13.0llilon , respectively, in gross proceeds and reedr® 3.5 million , $ 5.0 million and $2.1
million , respectively, of cost of assets sold froondominium sales, including impairment chargeany.
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5. Intangible Assets and Liabilities

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

Assets:
Deferred financing costs
Less accumulated amortization

Deferred leasing costs (including lease incentare$ acquisition-related intangible assets)

Less accumulated amortization

Deferred financing and leasing costs, net

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

Acquisition-related intangible liabilities
Less accumulated amortization

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

December 31,

2011 2010
$ 18,04 % 16,33:
(5,79) (7,031
12,24; 9,30(
173,69° 128,03(
(57,359 (52,329
116,33t 75,70:
$ 128,58! $ 85,00:
$ 16,44: $ 732
(971) (200)
$ 1547C  $ 532

Year Ended December 31,

2011 2010 2009
Amortization of deferred financing costs $ 3,312 $ 3,38t $ 2,76(
Amortization of deferred leasing costs and acqoisitelated intangible assets (in depreciation and
amortization) $ 20,98C $ 17,38  $ 15,06¢
Amortization of lease incentives (in rental andestrevenues) $ 1,377 % 1,23¢ % 1,11C
Amortization of acquisition-related intangible assg@n rental and other revenues) $ 91t % 531 % 102
Amortization of acquisition-related intangible lities (in rental and other revenues) $ 840) $ 96 $ (94)
The following table sets forth scheduled future dimation of intangible assets and liabilities:
Amortization
of Deferred
Leasing Costs anc Amortization
Acquisition- Amortization of Acquisition-
Related Amortization of Acquisition- Related
Amortization Intangible Assets of Lease Related Intangible
of Deferred (in Depreciation Incentives (in Intangible Assets Liabilities (in
Financing and Rental and Other (in Rental and Rental and Other
Years Ending December 31, Costs Amortization) Revenues) Other Revenues) Revenues)
2012 $ 3,38t % 25,08 $ 1,291 $ 1,05« $ (2,129
2013 2,98: 20,50: 1,13¢ 822 (2,099
2014 2,68: 16,33¢ 972 527 (2,019
2015 2,07: 12,41 752 34z (1,80¢)
2016 704 9,22¢ 57¢ 281 (1,517
Thereafter 42C 22,09t 2,18¢ 74z (5,919
$ 12,247 $ 105,65 $ 6,917 $ 3,76¢ $ (15,470
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5. Intangible Assets and Liabilities - Continued

The weighted average remaining amortization perfoddeferred financing costs, deferred leasingsa®d acquisitiomelated intangibl
assets (in depreciation and amortization), leasernitives (in rental and other revenues), acquisitddated intangible assets (in rental and ¢
revenues) and acquisition-related intangible liibdl (in rental and other revenues) were 3.7 years years, 8.0 years, 5.8 years andy@#rs
respectively, as of December 31, 2011 .
6. Mortgages and Notes Payable

Our mortgages and notes payable consist of theviolg:

December 31,

2011 2010
Secured indebtedness1)
7.05% mortgage loan due 20@p $ — 8 186,03
5.45% mortgage loan due 204 67,80¢ —
5.18% mortgage loan due 20y 123,61: —
6.03% mortgage loan due 2013 125,26¢ 128,08
5.68% mortgage loan due 2013 110,34: 113,23(
5.17% (6.43% effective rate) mortgage loan due 2615 40,01t 40,19¢
6.88% mortgage loans due 2016 112,07! 113,38t
7.50% mortgage loan due 2016 46,18: 46,66
5.74% to 9.00% mortgage loans due between 2012@1h6ls) (7) (8) 72,64( 74,69
Variable rate construction loan due 2Q42 52,10¢ 52,10¢
750,04 754,39¢
Unsecured indebtedness:
5.85% (5.88% effective rate) notes due 2Qby 391,16 391,04t
7.50% notes due 2018 200,00( 200,00(
Variable rate term loan due 20t6) 200,00( —
Variable rate term loans due 2011 — 147,50(
Revolving credit facility due 201G2) 362,00( 30,00(
1,153,16. 768,54¢
Total $ 1,903,21. $ 1,522,94!

(1) The secured mortgage loans payable are calated by real estate assets with an aggregatepuediated book value of approximately $ 1.2 hilled
December 31, 20110ur fixed rate mortgage loans generally are eiltveked out to prepayment for all or a portiontteéir term or are prepayable subjec
certain conditions including prepayment penalties.

(2) We have repaid the remaining balance of thas las of December 31, 2011

(3) Includes unamortized fair market premium of4$@illion as of December 31, 2011

(4) Includes unamortized fair market premium of5hfillion as of December 31, 2011

(5) Net of unamortized fair market value discount (1.7 million as of December 31, 2011

(6) Includes mortgage debt related to Harborviaveonsolidated 20.0% owned joint venture, of $ 2filion and $ 21.5 million at December 31, 2041ic
2010, respectively. See Note 8.

(7) Includes mortgage debt related to Markel, asctidated 50.0% owned joint venture, of $ 34.0iorland $ 35.0 million at December 31, 2011 and®0
respectively. See Note 10.

(8) Net of unamortized fair market value premium ¢0.3 million and $ 0.4 million at both December 2011 and 2010

(9) The interest rate is 1.14% at December 311201
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6. Mortgages and Notes Payable - Continued

(10)Net of unamortized original issuance discount 0.6 million and $ 0.7 million at December 31, 2Giid 2010 respectively
(11) The interest rate is 2.49% at December 31, 2011
(12) The interest rate is 1.78% on our revolving créatitlity at December 31, 2011

The following table sets forth scheduled futurenpipal payments, including amortization, due on owrtgages and notes payabl
December 31, 2011 :

Years Ending December 31, Principal Amount

2012 $ 85,62«
2013 245,91°
2014 105,12¢
2015 406,99¢
2016 358,48(
Thereafter 701,06¢
$ 1,903,21:

In 2011, we obtained a $ 475.0 million unsecurealréng credit facility, which is scheduled to meguon June 27, 201&nd includes &
accordion feature that allows for an additional $07million of borrowing capacity subject to additional lend@mmitments. Assuming |
defaults have occurred, we have an option to extieadnaturity for an additional year. The intengde at our current credit ratingsLilBOR plus
150 basis pointand the annual facility fee is 35 basis points. Trtterest rate and facility fee are based on tighd of the publicly announc
ratings from Moody's Investors Service or Stand&arBoor's Ratings Services. We use our revolvinglicrcility for working capital purpos:
and for the shorterm funding of our development and acquisitionvitgtand, in certain instances, the repaymenttbEodebt. Continuing abili
to borrow under the revolving credit facility allsws to quickly capitalize on strategic opportwsitat short-term interest rates. There wag2(
million and $ 148.0 million outstanding under oewolving credit facility at December 31, 2011 anebfuary 1, 2012 respectively. At bol
December 31, 2011 and February 1, 2012 , we ha@ $ndlion of outstanding letters of credit, which reduces dhailability on our revolvin
credit facility. As a result, the unused capacityor revolving credit facility at December 31, 20and February 1, 2012 was $ 112.8 millat
$ 326.8 million , respectively.

In 2011, we repaid the remaining balance of $ 1&4ilRon of a secured mortgage loan bearing inteo§.05%that was scheduled to mat
in January 2012 and the remaining $ 10.0 millioradhree -year unsecured term loan bearing intefe3t190%that was scheduled to mature
February 2012 . We incurred no penalties relatethése early repayments. We also obtained a $ 260i0n , five -year unsecured bank te
loan bearing interest of LIBOR plus 220 basis poinThe proceeds were used to pay off at maturityl&@7.5 millionunsecured bank term Ic
bearing interest of LIBOR plus 110 basis poinfgy off amounts then outstanding under our remglhcredit facility and for general corpor
purposes.

In 2010, we repaid $ 10.0 million of our $ 20.0lroih , three -year unsecured term loan. Additionale repaid the $ 5.8 millioremaining
balance outstanding on the mortgage payable sedwyrezlir 96rental residential units to unencumber these adeeta planned developme
project. We incurred a penalty of $ 0.6 millionateld to this early repayment, which is includetbss on debt extinguishment.

In 2009, we paid off at maturity $ 50.0 million ahsecured notes bearing interest of 8.125% antedethe remaining $07.2 millior
principal amount of a two-tranched secured loarribganterest of 7.80% . We also obtained a $ 2fillion , three year unsecured term lg
bearing interest of 3.90% , a $ 115.0 million , ahd a half-year secured loan bearing interest88% and a $ 47.3 million , seveyear secure
loan bearing interest of 7.50% . Lastly, we repasgd $ 8.2 million principal amount of unsecuretesadue March 201Bearing interest 1
5.85% .

We are currently in compliance with the debt coveéaand other requirements with respect to ourtandsng debt.
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6. Mortgages and Notes Payable - Continued

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

The Operating Partnership has $391.2 million cagyamount of 2017 bonds outstanding and $200.0Gomitlarrying amount of 2018 bon
outstanding. The indenture that governs these andstg notes requires us to comply with customargrating covenants and various finan
ratios. The trustee or the holders of at least@5r0principal amount of either series of bonds ceceterate the principal amount of such st
upon written notice of a default that remains ueduafter 60 days.

Capitalized Interest

Total interest capitalized to development projeeés $ 0.6 million , $ 1.4 million and $ 4.6 millidar the years ended December 31, 2011
2010 and 2009 , respectively.

7. Derivative Financial Instruments

In 2011, we entered into six forward-starting, flng-to-fixed interest rate swaps for sevgrar periods each with respect to an aggregi
$225.0 million LIBOR-based borrowings associatethvibrecasted issuance of defithese swaps effectively fix the underlying LIBORerat «
weighted average of 1.678%The counterparties under the swaps are majondiaainstitutions. These swaps have been desigrageand a
being accounted for as cash flow hedges with chaimgair value recorded in other comprehensiverne each reporting griod. No gain or los
was recognized related to hedge ineffectiveness amounts excluded from effectiveness testing umcash flow hedges during the year er
December 31, 2011 .

Amounts reported in accumulated other comprehensigeme related to derivatives will be reclassified interest expense as inte
payments are made on our variable-rate debt. Duhiegnext year, we estimate that $2.4 milligitl be reclassified as an increase to inte
expense.

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

Fair Value as of December 31,

2011 2010
Liability Derivatives:
Derivatives designated as cash flow hedges in othi@bilities:
Interest rate swaps $ 2,20 $ =

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

Year Ended December 31,
2011 2010 2009

Derivatives Designated as Cash Flow Hedges:
Amount of unrealized gain/(loss) recognized in AOClon derivatives (effective portion):
Interest rate swaps $ (2,202) $ — 937

Amount of loss/(gain) reclassified out of AOCL intocontractual interest expense (effective
portion):

Interest rate swaps $ (11¢) $ 237 $ (249
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8. Financing Arrangements

Our financing obligations consist of the following:

December 31,

2011 2010
Harborview financing obligation $ 17,08¢ $ 17,61¢
Tax increment financing bond 13,06¢ 14,25¢
Capitalized ground lease obligation 1,294 1,24(
Total $ 31,44:  $ 33,11«

Harborview

Our joint venture partner in Harborview has théhtitp put its 80.0%quity interest in the joint venture to us in exoye for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.084uity interest will be determined at the time that partne
elects to exercise its put right, if ever, basedrufne then fair market value of Harborview LP'seds and liabilities, less 3.0%wvhich amount we
intended to cover the normal costs of a sale tciitsa Because of the put option, this transact®accounted for as a financing transac
Accordingly, the assets, liabilities and operatioetated to Harborview Plaza, the office propertyned by Harborview LP remain in ¢
Consolidated Financial Statements.

As a result, we initially established a gross ficiag obligation equal to the $12.7 milli@guity contributed by the other partner. Duringh
period, we increase the gross financing obligafmm80.0% of the net income before depreciation of Harborvielaza, which is recorded
interest expense on financing obligation, and desrahe gross financing obligation for distributanade to our joint venture partner. At the
of each reporting period, the balance of the gfosmcing obligation is adjusted to equal the geeatf the initial financing obligation or t
current fair value of the put option, which is reded as a valuation allowance. The valuation alloseais amortized on a straiglime basi:
prospectively through September 2014 as intergsérese on financing obligation. The fair value of thut option was $6.2 million arfsfl0.z
million at December 31, 2011 and 201@spectively. We continue to depreciate Harbavaza and record all of the depreciation on moks
At such time as the put option expires or is otheewerminated, we will record the transaction asudial sale and recognize gain accordingly.

Tax Increment Financing Bond

In connection with tax increment financing for ctrmstion of a parking garage, we are obligatedayp fixed special assessments over a 20
year period ending in 2019 . The net present vafu@ese assessments, discounted at the 6i8&%¥est rate on the underlying bond financin
recorded as a financing obligation. We receive igppg¢ax revenues and property tax rebates recondedterest and other income, which
intended, but not guaranteed, to provide fundsatp the special assessments. We acquired the uimdedgnd, which is recorded in prepaid
other assets, in a privately negotiated transa@ti@®07 . For additional information about this tacrement financing bond, see Note 11.

Capitalized Ground Lease Obligation

The capitalized ground lease obligation representsbligation to the lessor of land on which westaicted a wholly owned office propel
We are obligated to make fixed payments to theoledgsough October 2022The lease provides for fixed price purchase ogtio the ninth ar
tenth years of the lease. We initially recordedltmel and associated financing obligation at thepnesent value of the fixed rental payments
purchase option through the ninth year at the iticef the lease using a discount rate of 7.10Bke liability accretes as interest expense it
equals the amount of the purchase option.
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9. Commitments and Contingencie
Operating Ground Leases

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

ground leases was $1.4 million , $1.5 million add6$million for the years ended December 31, 202010 and 2009 , respectively.

The following table sets forth our scheduled oldiiyas for future minimum payments on operating gmbleases at December 31, 2011 :

Minimum
Years Ending December 31, Payments

2012 $ 1,324
2013 1,34%
2014 1,36¢
2015 1,38¢
2016 1,41%
Thereafter 31,52¢

$ 38,36:

Lease and Contractual Commitments

We have approximately $59.8 million of lease and contractual commitmesttecember 31, 2011Lease and contractual commitme
represent commitments under signed leases andactsfor operating properties (excluding terfamded tenant improvements) and contract
development/redevelopment projects, of which $@ilBon was recorded on the Consolidated BalanceeSht December 31, 2011 .

Des Moines Joint Ventures

As of the closing date of the 2010 disposition of mterests in the Des Moines, IA joint venturi joint ventures had approximat&ly70.(
million of secured debt, which was noeeourse to us except in the case of customarypéinos pertaining to matters such as misuse ofj
borrower bankruptcy, unpermitted transfers, envirental conditions and material misrepresentatiéfes have no ongoing lender liability relat
to such customary exceptions to n@course liability with respect to most, but ndf af the debt. The buyer has agreed to indemnify laold u:
harmless from any and all future losses that wées@s a result of our prior investment in the joientures, except for losses directly resu
from our acts or omissions. In the event we areegg to any such future loss, our financial coaditind operating results would not be adve
affected unless the buyer defaults on its indercatifon obligation.

Rent Guarantees

In connection with the disposition of six indusknmoperties in Piedmont Triad, NC in the secondrtgr of 2010, we entered into a limi
rent guarantee agreement with the buyer relatirantexisting 237,500 square foot lease with onéoawsr, who has leased space in the prop
for 14 years. This agreement guarantees the payofigant for an approximate twygear period from March 2011 through June 2013 endhen
the customer exercises its limited termination tigks of December 31, 201lour maximum exposure under this rent guaranteeeagent we
approximately $0.3 million . No accrual was recarder this guarantee because we have concludeé tloas was not probable.
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9. Commitments and Contingencies €ontinued
DLF | Obligation

At the formation of DLF I, the amount our partnentributed in cash to the venture and subsequeligtyibuted to us was determined tc
$7.2 million in excess of the amount required baseds ownership interest and the agrepdn value of the real estate assets. We are esljte
repay this amount over 14 years, beginning in itts¢ duarter of 1999 . The $7.2 million was disctathto net present value of $3.8 milliosing ¢
discount rate of 9.62% specified in the agreem@ayments of $0.6 million were made in each of thary ended December 31, 2011 , 2640
2009 . The balance at December 31, 2011 and 208®®& million and $1.2 millionrespectively, which is included in accounts pdgahccrue
expenses and other liabilities.

Environmental Matters

Substantially all of our irservice and development properties have been detjgo Phase | environmental assessments and,riain
instances, Phase Il environmental assessments.a8aelBsments and/or updates have not revealedienae aware of, any environmental liab
that we believe would have a material adverse effeour Consolidated Financial Statements.

Litigation, Claims and Assessments

We are from time to time a party to a variety ajdkproceedings, claims and assessments arisitiggiordinary course of our business.
regularly assess the liabilities and contingentiesnnection with these matters based on thetlatEmmation available. For those matters wi
it is probable that we have incurred or will in@itoss and the loss or range of loss can be reblgoestimated, the estimated loss is accruec
charged to income in our Consolidated Financiategtants. In other instances, because of the umuggtarelated to both the probable outci
and amount or range of loss, a reasonable estiohditbility, if any, cannot be made. Based on thierent expected outcome of such matters,
of these proceedings, claims or assessments istexb® have a material effect on our businesanfiral condition, results of operations or ¢
flows.

10. Noncontrolling Interests
Noncontrolling Interests in the Operating Partnershp

Noncontrolling interests in the Operating Partngrsklate to the ownership of Common Units by vasiondividuals and entities other tt
the Company. Net income attributable to noncoritrgllinterests in the Operating Partnership is caegbiby applying the weighted aver:
percentage of Common Units not owned by the Comiaming the period, as a percent of the total nunob@utstanding Common Units, to-
Operating Partnershig’net income for the period after deducting distidns on Preferred Units. When a noncontrollingtholder redeems
Common Unit for a share of Common Stock or cashntbncontrolling interests in the Operating Padghigr are reduced and the Companghar
in the Operating Partnership is increased by thevédue of each security at the time of redemption

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

Year Ended December 31,

2011 2010
Beginning noncontrolling interests in the Operatifaytnership $ 120,83¢ $ 129,76¢
Adjustments of noncontrolling interests in the Catigrg Partnership to fair value (3,95%) (2,72))
Conversion of Common Units to Common Stock (1,90¢) (3,06])
Net income attributable to noncontrolling interastshe Operating Partnership 2,091 3,32(
Distributions to noncontrolling interests in theéating Partnership (6,417) (6,469
Total noncontrolling interests in the OperatingtRership $ 110,65!  $ 120,83t
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10. Noncontrolling Interests - Continued

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

Year Ended December 31,

2011 2010 2009
Net income available for common stockholders $ 38,677 $ 61,79 $ 51,77¢
Increase in additional paid in capital from coni@nsof Common Units to Common Stock 1,90¢ 3,06( 5,58¢
Change from net income available for common stoltérs and transfers from noncontrolling interes $ 40,58:  $ 64,85 $ 57,36

Noncontrolling Interests in Consolidated Affiliates

At December 31, 2011 , noncontrolling interestsconsolidated affiliates relates to our joint vestyrartner's 50.0%nterest in offic
properties located in Richmond, VA. Our joint vamtpartner is an unrelated third party.

11. Disclosure About Fair Value of Financial Instrument

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

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

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

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

Our Level 2 liabilities are interest rate swapst thare outstanding at December 31, 2@dHose fair value is determined using the me
standard methodology of netting the discountedréufixed cash receipts and the discounted expe@ddble cash payments. The variable
payments are based on the expectation of futueedst rates (forward curves) derived from obsemeadket interest rate curves. In addition, ci
valuation adjustments are incorporated in theviaiues to account for potential nonperformance. risk

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

Our Level 3 assets are our tax increment finanbiogd, which is not routinely traded but whose faitue is determined using the incc
approach to estimate the projected redemption adised on quoted bid/ask prices for similar unrateahicipal bond and real estate assets
for-sale residential condominiums recorded at ¥ailue on a nomecurring basis as a result of our quarterly impeint analyses, which we
valued using broker opinion of value and substtedidy internal cash flow projections.

The following tables set forth the assets, nonadliig interests in the Operating Partnership dadilities that we measure at fair value

level within the fair value hierarchy. We determthe level based on the lowest level of substantipat used to determine fair value.
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11. Disclosure About Fair Value of Financial Instrument —Continued

Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2011 or Liabilities Inputs Inputs
Assets:
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) $ 3,14¢  $ 3,14¢ $ —  $ —
Tax increment financing bond (in prepaid expensesather assets) 14,78¢ — — 14,78¢
Impaired real estate assets and for-sale residienti@ominiums 12,767 — — 12,767
Total Assets $ 30,70¢ % 3,14¢ $ — 8 27,55t
Noncontrolling Interests in the Operating Partnerstip $ 110,65! $ 110,65! $ — 3 —
Liability:
Interest rate swaps $ 2,20z $ — % 2,20 $ —
Non-qualified deferred compensation obligationgatounts payable, accrued
expenses and other liabilities) 3,14¢ 3,14¢ — —
Total Liabilities $ 5351 $ 3,14¢ 2,20 $ —
Level 1 Level 3
Quoted Prices
in Active
Markets for Significant
December 31, Identical Assets Unobservable
2010 or Liabilities Inputs
Assets:
Marketable securities of non-qualified deferred pemsation plan (in prepaid expenses and otherasset 3,47¢  $ 3,47¢  $ —
Tax increment financing bond (in prepaid expensesather assets) 15,69¢ = 15,69¢
Total Assets $ 19,17¢ % 3,47¢  $ 15,69¢
Noncontrolling Interests in the Operating Partnershp $ 120,83¢ $ 120,83t $ —
Liability:
Non-qualified deferred compensation obligationg@tounts payable, accrued expenses and other
liabilities) $ 4,091 $ 4,091 $ =
The following table sets forth the changes in oevél 3 asset:
December 31,
2011 2010
Asset:

Tax Increment Financing Bond:

Beginning balance $ 15,69¢ $ 16,87
Principal repayment (1,14%) (995)
Unrealized gain/(loss) (in AOCL) 234 @77

Ending balance $ 14,78t $ 15,69¢
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11. Disclosure About Fair Value of Financial Instrument —Continued

In 2007, we acquired a tax increment financing baaslociated with a parking garage developed byrhis. bond amortizes to maturity
2020 . The estimated fair value at December 311204s $2.3 million below the outstanding princigak on the bond. If the yield-toaturity
used to fair value this bond was 100 basis poiigkdr or lower, the fair value of the bond would/édeen $0.6 million lower 0.6 millior
higher, respectively, as of December 31, 20Clrrently, we intend to hold this bond and hawadauded that we will not be required to sell
bond before recovery of the bond principal. Paynodrihe principal and interest for the bond is gueed by us and, therefore, we have rect
no credit losses related to the bond in the yeade@ December 31, 2011 and 2QIThere is no legal right of offset with the liatyi| which we
report as a financing obligation, related to this increment financing bond.

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

Carrying Amount Fair Value

December 31, 2011

Mortgages and notes receivable $ 18,60( $ 18,99(
Mortgages and notes payable $ 1,903,21. $ 1,992,93
Financing obligations (including Harborview finangiobligation) $ 3144 $ 18,86¢
December 31, 2010

Mortgages and notes receivable $ 19,04 $ 19,09:
Mortgages and notes payable $ 1,522,94" $ 1,581,51!
Financing obligations (including Harborview finangiobligation) $ 33,11« $ 23,88(

The carrying values of our cash and cash equivaleestricted cash, accounts receivable, marketsdtarities of nomualified deferre
compensation plan, tax increment financing bond-aquealified deferred compensation obligation and mow®lling interests in the Operati
Partnership are equal to or approximate fair valtlee fair values of our mortgages and notes rebééyamortgages and notes payable
financing obligations were estimated using the memr market approaches to approximate the praewbuld be paid in an orderly transac
between market participants on the respective measnt dates.

12. Equity
Common Stock Offerings

In 2011, the Company entered into equity saleseageats with various financial institutions to offerd sell, from time to time, shares of
Common Stock by means of ordinary brokers' traimsaston the New York Stock Exchange or otherwismaitket prices prevailing at the time
sale, at prices related to prevailing market pricest negotiated prices or as otherwise agreel arity of the institutions. During 2011the
Company issued 378,200 shares of Common Stock thése agreements at an average price of $308hare raising net proceeds, after
commissions and expenses, of $13.1 million .

In 2009, the Company sold 7.0 million shares of Gamn Stock for net proceeds of $144.1 million .

Common Stock Dividends

Dividends declared and paid per share of CommockStggregated $1.70 for each of the years endedrbleer 31, 2011 , 2010 and 2009 .
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12. Equity - Continued

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

Year Ended December 31,

2011 2010 2009
Ordinary income $ 118 % 041 $ 1.0¢
Capital gains — 0.44 0.6C
Return of capital 0.5t 0.8t 0.01
Total $ 1.7C  $ 1.7C % 1.7¢

Our tax returns have not been examined by therlatdevenue Service (“IRS§nd, therefore, the taxability of dividends is sdbjto changs
Preferred Stock

In 2011, we redeemed the remaining 2.1 millimmstanding 8.0% Series B Cumulative RedeemabléfPed Shares for an aggrec
redemption price of $52.5 million , excluding acedudividends. In connection with this redemptidre $1.9 millionexcess of the redemption c

over the net carrying amount of the redeemed sheasgecorded as a reduction to net income avail@blcommon stockholders.

The following table sets forth our Preferred Stock:

Annual
Number of Liquidation Dividends
Shares Carrying Preference Per Optional Payable Per
Preferred Stock Issuances Issue Date Outstanding Value Share Redemption Date Share
(in thousands)
December 31, 2011
8.625% Series A Cumulative Redeemable 2/12/1997 29 $ 29077 $ 1,00 2/12/2027 $ 86.2¢F
December 31, 2010
8.625% Series A Cumulative Redeemable 2/12/1997 29 $ 29,090 % 1,00 2/12/2027 $ 86.2¢F
8.000% Series B Cumulative Redeemable 9/25/1997 2,10 $ 52500 $ 25 9/25/2002 $ 2.0C

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

Year Ended December 31,

2011 2010 2009

8.625% Series A Cumulative Redeemable:
Ordinary income $ 86.2t $ 418C $ 55.8¢
Capital gains — 44.4¢ 30.3¢
Total $ 86.2t $ 86.28 $ 86.2¢

8.000% Series B Cumulative Redeemable:
Ordinary income $ 108 097 $ 1.3C
Capital gains = 1.0¢ 0.7¢C
Total $ 1.08  $ 200 $ 2.0C
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12. Equity - Continued
Our tax returns have not been examined by theraté&kevenue Service (“IRS§nd, therefore, the taxability of dividends is sdbjto chang:
Warrants

Warrants to acquire Common Stock were issued iry 298 1999 in connection with property acquisitidns2011 , 2010 and 200%here
were no warrants exercised. At December 31, 20112410 , there were 15,000 warrants outstanding it exercise price of $32.50rhes:
warrants have no expiration date.

Dividend Reinvestment Plan

We have a Dividend Reinvestment and Stock PurcRéee (“DRIP”) under which holders of Common Stock may elect ttomatically
reinvest their dividends in additional shares ofrfdmon Stock and make optional cash payments fottiaddl shares of Common Stock. We r
elect to satisfy DRIP obligations by issuing adsiil shares of Common Stock or instructing the D&IRinistrator to purchase Common St
in the open market.

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

Our officers participate in an annual neqtiity incentive program whereby they are eligfioleincentive cash payments based on a perce
of their annual base salary. Each officer has getannual non-equity incentive payment percenthgeranges from 30% to 13086 base salal
depending on the officer's position. The offie@ctual incentive payment for the year is the pecodf the target annual incentive payn
percentage times a “performance factor,” which rearge from zero to 200%This performance factor depends upon the relsiignbetween ho
various performance criteria compare with predeteech goals. For an officer who has division resjiuilises, goals for certain performar
criteria are based partly on the division’s actpatformance relative to that divisienestablished goals and partly on actual totaloperdnce
Incentive payments are accrued and expensed iyetireearned and are generally paid in the firsttguaf the following year.

Certain other employees participate in an annuatetuity incentive program whereby a target annugshdacentive payment is establis|
based upon the job responsibilities of their positilncentive payment eligibility ranges from 10% 30% of annual base salary. The ac
incentive payment is determined by our overall menfance and the individualperformance during each year. These incentivenpats are als
accrued and expensed in the year earned and ageaffgrpaid in the first quarter of the followingar.

Our officers generally receive annual grants o€lstoptions and restricted stock on or about Maraf éach year. Restricted stock grants
also made annually to directors and certain othgrleyees. Dividends received on restricted stoeknmmforfeitable and are paid at the same
and on the same date as on shares of Common ®ittends paid on subsequently forfeited shareseapensed. Additional total retubases
restricted stock may be issued at the end of theetfear periods if actual performance exceeds cettaiels of performance. Such additic
shares, if any, would be fully vested when issuéd.expense is recorded for additional shares @il teturnbased restricted stock that may
issued at the end of the thrgear period since that possibility is already retiéel in the grant date fair value. The followingleasets forth tr
number of shares of Common Stock reserved for éusgsuance:

December 31,

2011 2010
Outstanding stock options and warrants 1,224,45! 1,495,191
Possible future issuance under equity incentivapla 2,363,69! 2,642,62

3,588,15! 4,137,811
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13. Employee Benefit Plans Continued

Of the possible future issuance under equity ingemlans at December 31, 2011 , no more than @liomcan be in the form of restrict
stock. At December 31, 2011 , we had 127.4 miltemaining shares of Common Stock authorized teseeid under our charter.

During the years ended December 31, 2011 , 20102808 , we recognized $6.1 million , $6.6 millionda$6.6 million, respectively, ¢
share-based compensation expense. Because REI@satyedo not pay income taxes, we do not reakizeltenefits on shafdeased payments.
December 31, 2011 , there was $5.6 million of totalecognized shafeased compensation costs, which will be recognmest vesting perioc
that have a weighted average remaining term of@ats.

- Stock Options

Stock options issued prior to 2005 vest ratablyrdgar years and remain outstanding foryears. Stock options issued beginning in 2
vest ratably over a four -year period and remaitstanding for sevegears. The value of all options as of the daterahgis calculated using t
Black-Scholes option-pricing model and is amortipe@r the respective vesting or service period. fRirevalues of options granted during 2011
2010 and 2009 were $6.47 , $4.96 and $1.&%pectively, per option. The fair values of tipions granted were determined at the grant
using the following assumptions:

2011 2010 2009
Risk free interest ratg) 2.4% 2.€% 2.2%
Common stock dividend yield) 5.C% 5.¢% 9.C%
Expected volatility3) 32.5% 32.2% 29.%
Average expected option life (years) 5.7t 5.7t 5.7t

(1) Represents the interest rate as of the grant adatéSatreasury bonds having the same life as thmatsd life of the option gran
(2) The dividend yield is calculated utilizing td&zidends paid for the previous ongar period and the per share price of Common Siacke date of grai
(3) Based on the historical volatility of Common Stanler a period relevant to the related stock opgiamt

(4) The average expected option life is based on alysisa@f our historical dat

The following table sets forth stock option actpvit

Options Outstanding

Weighted
Number of Average Exercise
Shares Price
Balance at December 31, 2008 1,489,251 $ 28.7¢
Options granted 394,04 19.0C
Options cancelled (111,590 27.6F
Options exercised (303,93) 24.1¢
Balances at December 31, 2009 1,467,77. 27.1¢
Options granted 190,82t 29.0t
Options exercised (178,409 22.5¢
Balances at December 31, 2010 (2) 1,480,191 27.9¢
Options granted 146,58: 33.9:
Options exercised (417,32) 26.7¢
Balances at December 31, 2011 1,20945 § 29.0¢
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13. Employee Benefit Plans Continued

(1) The outstanding options at December 31, 2GHlehweighted average remaining life of years

(2) We have 646,029 options exercisable at Dece®he2011 with weighted average exercise pric3df.01 , weighted average remaining life of yeérs an
intrinsic value of $1.1 million . Of these exerdim options, 252,277 had exercise prices higher tha market price of our Common Stockosicember 3:
2011.

Cash received or receivable from options exercigasl $11.9 million , $4.4 million and $7.4 millioorfthe years ended December 31, 2011
2010 and 2009 , respectively. The total intrinsadue of options exercised during the years endeze@béer 31, 2011 , 2010 and 2009 W&
million , $1.7 million and $2.0 million , respecély. The total intrinsic value of options outstamgliat December 31, 2011 , 2010 and 2029
$3.3 million , $7.2 million and $10.3 millionrespectively. We generally do not permit the cath settlement of exercised stock options, b
permit net share settlement so long as the shaoesved are held for at least one year. We haveliaypof issuing new shares to satisfy st
option exercises.

- Time-Based Restricted Stock

Shares of time-based restricted stock issued foeoff and employees generally vest 26f6the first, second, third and fourth anniver
dates, respectively. Shares of time-based reddritteck issued to directors generally vest 25%anuary 1 of each successive year after the
date. The value of grants of tinbased restricted stock is based on the market \wdl@®mmon Stock as of the date of grant and isrtireal tc
expense over the respective vesting or servicegeri

The following table sets forth time-based restdcséock activity:

Weighted
Average Grant
Number of Shares  Date Fair Value

Restricted shares outstanding at December 31, 2008 329,79! % 34.21
Awarded and issued) 128,38 19.3¢
Vested(2) (132,779 33.3¢
Forfeited (9,326 31.2¢
Restricted shares outstanding at December 31, 2009 316,07« 28.6(
Awarded and issued) 88,93( 29.0¢
Vested(2) (138,74Y) 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32t 27.0¢
Awarded and issued) 76,96¢ 33.7(
Vested(2) (116,63:) 30.6¢
Restricted shares outstanding at December 31, 2011 224.66. § 28.0z

(1) The fair value at grant date of time-basedrieied stock issued during the years ended DeceBihe2011 , 2010 and 2009 was $2.6 millid2,6 millior
and $2.5 million , respectively.

(2) The vesting date fair value of time-basedrietstd stock that vested during the years endecibéer 31, 2011 , 2010 and 2009 was $3.9 milli®h.3 millior
and $2.9 million , respectively.
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13. Employee Benefit Plans Continued
- Total Return-Based Restricted Stock

During 2011 , 2010 and 2009 , we issued sharestalf teturn-based restricted stock to officers thiitvest from zero to 250%ased on (:
our absolute total returns for the three -yearqueriended December 31, 2012 , 2013 and 20é&dpectively, relative to defined target retuans
(2) whether our total return exceeds the averatg teturns of a selected group of peer compaiies.grant date fair value of such shares of
return-based restricted stock was determined #®43e02 , $29.05 and $15.0tespectively, of the market value of a share @m@on Stock as
the grant date and is amortized over the respettivee-year period. The fair values of the totalmebased restricted stock granted v
determined at the grant dates using the followsspenptions:

2011 2010 2009
Risk free interest ratg) 1.0% 1.2% 1.2%
Common stock dividend yield) 5.4% 5.€% 7.€%
Expected volatility3) 42.&% 42.5% 37.£%

(1) Represents the interest rate as of the grant geltéSotreasury bonds having the same life as theatgd life of the total returbased restricted stock grai
(2) The dividend yield is calculated utilizing the diends paid for the previous ongear period and the per share price of Common Stadke date of grai

(3) Based on the historical volatility of Common Stamler a period relevant to the related total retomsed restricted stock gre

The following table sets forth total return-based ather types of performance-based restrictedk stotivity:

Weighted

Number of Average Grant

Shares Date Fair Value

Restricted shares outstanding at December 31, 2008 151,34; $ 33.3¢
Awarded and issued) 127,59 15.01
Vested(2) (68,929 32.6€
Forfeited (7,239 34.1¢
Restricted shares outstanding at December 31, 2009 202,77" 22.0¢
Awarded and issued) 77,62« 29.0¢
Vested(2) (47,257 38.5(
Forfeited (1,30% 22.9¢
Restricted shares outstanding at December 31, 2010 231,83! 21.0¢
Awarded and issued) 57,38¢ 41.02
Vested(2) (66,417 13.7¢
Forfeited/cancelled (99,979 13.7¢
Restricted shares outstanding at December 31, 2011 122,82¢ 8 34.8¢

(1) The fair value at grant date of total retuaséd restricted stock issued during the years eBeéegmber 31, 2011 , 2010 and 2009 was $2.4 mi|lBh:
million and $1.9 million , respectively. There were performance-based restricted stock issued qubseto 2008.

(2) The vesting date fair value of total returrséd and other types performance-based restricoett #hat vested during the years ended Decembe2(aill,,
2010 and 2009 was $2.0 million , $1.6 million ar&d6bmillion , respectively.
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13. Employee Benefit Plans Continued
Retirement Plan

We have adopted a retirement plan applicable teralbloyees, including officers, who, at the timeretirement, have at least $ears o
continuous qualified service or are at least 55yedd and have at least y@ars of continuous qualified service. Subjectduamce retireme
notice and execution of a n@empete agreement with us, eligible retirees atitlexhto receive a pro rata amount of the annonedintive payme
earned during the year of retirement. Stock optams restricted stock granted by us to such ebgibtiree during his or her employment wouls
non-forfeitable and vest according to the termthefr original grants. For employees who meet e and service eligibility requirement0%
of their annual grants are deemed fully vestetiegrant date.

Deferred Compensation

We have a nomtualified deferred compensation plan pursuant tchvleach officer and director could elect to dedgoortion of their bas
salary and/or annual na@guity incentive payment (or director fees) which mvested in unrelated mutual funds. These imeests are record:
at fair value which aggregated $3.1 million and5$iillion at December 31, 2011 and 201@&spectively, and are included in prepaid exps
and other assets, with an offsetting deferred caorsgiion liability recorded in accounts payable,raed expenses and other liabilities. £
deferred compensation is expensed in the periodedaby the officers and directors. Deferred amouttisnately payable to the officers &
directors are based on the value of the relateduahftind investments. Accordingly, changes in tldug of the marketable mutual fu
investments are recorded in interest and othemiecand the corresponding offsetting changes ird#ierred compensation liability are recor
in general and administration expense. As a rethdte is no effect on our net income subsequettig¢dime the compensation is deferred
fully funded. Prior to 2006, as part of the ngualified deferred compensation plan, officers dirdctors could elect to defer cash compens
for investment in units of phantom stock. At thedesf each calendar quarter, any person who defaroegpensation into phantom stock !
credited with units of phantom stock at a 18%count. Dividends on the phantom units were assuto be issued in additional units of phan
stock at a 15%liscount. By the terms of the plan, the cash vafual phantom stock outstanding under the plan reas/ested in unrelated mut
funds as of December 31, 2011.

The following table sets forth our deferred compiom liability:

Years Ended December 31,

2011 2010 2009
Beginning deferred compensation liability $ 4,091 $ 6,89¢ $ 6,522
Contributions to deferred compensation plans 54E 22¢ —
Mark-to-market adjustment to deferred compensdati@meral and administrative expense) (119 24¢€ 1,497
Distributions from deferred compensation plans (1,36¢) (3,289 (1,12
Total deferred compensation liability $ 314¢  § 4,091 $ 6,89¢

401(k) Savings Plan

We have a 401(k) savings plan covering substaptidllemployees who meet certain age and employcréetia. We contribute amounts
each participant at a rate of 75% of the employeeistribution (up to 6% of each employee’sweekly salary and cash incentives subje:
statutory limits). During the years ended Decen#ier2011 , 2010 and 2009 , we contributed $1.1ionill $1.0 million and $1.0 million
respectively, to the 401(k) savings plan. The asskthis qualified plan are not included in oumGolidated Financial Statements since the &
are not owned by us. Administrative expenses optae are paid by us.
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13. Employee Benefit Plans Continued
Employee Stock Purchase Plan

We have an Employee Stock Purchase Plan pursuamhith employees generally may contribute up to 28%heir base and annual non-
equity incentive compensation for the purchase ofm@on Stock. At the end of each thmenth offering period, the contributions in e
participant's account balance, which includes axtdividends, is applied to acquire shares of ComBiock at a cost that was calculated dt
2011 at 85% of the average closing price on the NMevk Stock Exchange on the five days precedingdseday of the quarter and durigg@1(C
and 2009 at 85%f the lower of the average closing price on thevN@rk Stock Exchange on the five consecutive dagseding the first day
the quarter or the five days preceding the last afathe quarter. In the years ended December 311 2010 and 2009the Company issu
30,826 , 27,378 and 37,28Rares, respectively, of Common Stock under thel&@mep Stock Purchase Plan. The discount on newleid share
is expensed by us as additional compensation agikggted $0.2 million , $0.1 million and $0.3 naiii in the years ended December 31, 2011
2010 and 2009 , respectively.

14. Comprehensive Income and Accumulated Other Comprehesive Los:
Comprehensive income represents net income plushidieges in certain amounts deferred in accumulattesr comprehensive loss relate

hedging activities and changes in fair market vabiean available fosale security. The following table sets forth themponents ¢
comprehensive income:

Year Ended December 31,

2011 2010 2009

Net income $ 4797 % 72,300 % 61,69
Other comprehensive income:

Unrealized gain/(loss) on tax increment financiogd 234 a77) 293

Unrealized gains/(losses) on cash flow hedges (2,2072) — 937

Amortization of settled cash flow hedges (11€) 237 (249)

Sale of cash flow hedge related to dispositiomeéstment in unconsolidated affiliate — 10¢ —

Total other comprehensive income/(loss) (2,08¢) 162 981

Total comprehensive income $ 4588t $ 72,46¢  $ 62,67¢

Accumulated other comprehensive loss representsicermounts deferred related to hedging activiied an available fasale security. Tt
following table sets forth the components of acclatad other comprehensive loss:

December 31,

2011 2010
Tax increment financing bond $ (2,309 $ (2,549
Settled and outstanding cash flow hedges (3,426 (1,105
$ (5,739 $ (3,649
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15. Rental and Other Revenues; Rental Property and OtheExpense:

Our real estate assets are leased to customers opeating leases. The minimum rental amounts utideleases are generally subjec
scheduled fixed increases. Generally, the leasesrafjuire that the customers reimburse us foeas®s in certain costs above the heasa-cost:
The following table sets forth rental and otheremewes from continuing operations:

Year Ended December 31,

2011 2010 2009
Contractual rents, net $ 420,28! $ 398,22 $ 392,36(
Straight-line rental income, net 12,82¢ 11,34¢ 3,64¢
Amortization of lease incentives (1,379 (1,239 (2,100
Property operating expense recoveries, net 36,10¢ 41,73¢ 44,46:
Lease termination fees 2,44: 2,997 1,81<
Fee income 5,571 5,46¢ 5,15¢
Other miscellaneous operating revenues 6,991 2,59¢ 1,68¢

$ 482,85. $ 461,12t  $ 448,01¢

The following table sets forth scheduled future imum base rents to be received from customersefigds in effect at December 31, 260drl
the Wholly Owned Properties:

2012 $ 448,42(
2013 409,45!
2014 352,74
2015 297,85¢
2016 247,28
Thereafter 809,04

$ 2,564,80!

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

Year Ended December 31,

2011 2010 2009
Utilities, insurance and real estate taxes $ 97,15¢ $ 90,83¢ $ 91,17¢
Maintenance, cleaning and general building 61,70( 56,871 55,84(
Property management and administrative expenses 11,62« 11,20:¢ 11,70z
Other miscellaneous operating expenses 5,66¢ 4,72( 3,31C

$ 176,14t $ 163,63t $ 162,02t
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16. Discontinued Operations

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

Year Ended December 31,

2011 2010 2009
Rental and other revenues $ 159 $ 3627 $ 11,29:
Operating expenses:
Rental property and other expenses 57C 1,40¢ 4,26°
Depreciation and amortization 127 744 2,231
Impairment of assets held for use = = 10,96+
Total operating expenses 697 2,15(C 17,45¢
Interest expense — — 67
Other income 1 2 3
Income/(loss) from discontinued operations 897 1,47¢ (6,230)
Net gains/(losses) on disposition of discontinupdrations 2,57¢ (86) 21,46¢
Total discontinued operations $ 3470 $ 1,39 $ 15,23¢
Carrying value of assets held for sale and assédgizat qualified for discontinued operations dgrthe
year $ 15,26: $ 42,13: % 97,457
The following table sets forth the major classeassfets and liabilities of the properties heldsfae:
December 31,
2011 2010
Assets:
Land $ —  $ 2,78¢
Buildings and tenant improvements — 12,707
Land held for development — 4,53¢
Accumulated depreciation — (5,019
Net real estate assets — 15,01¢
Accrued straight line rents receivable — 57
Deferred leasing costs, net — 257
Prepaid expenses and other assets — 43
Real estate and other assets, net, held for sale $ — % 15,37¢
Tenant security deposits, deferred rents and adaastg1) $ — % 11

(1) Included in accounts payable, accrued expensestaed liabilities
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17. Earnings Per Share

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

Year Ended December 31,

2011 2010 2009
Earnings per common share - basic:
Numerator:
Income from continuing operations $ 4450 $ 70,91C $ 46,45¢
Net (income) attributable to noncontrolling inteiein the Operating Partnership from continuingrafions (1,919 (3,250 (2,339
Net (income) attributable to noncontrolling inteeem consolidated affiliates from continuing opéras (755) (485) (12)
Dividends on Preferred Stock (4,557%) (6,709¢) (6,70¢)
Excess of Preferred Stock redemption/repurchaseoses carrying value (1,89%) — —
Income from continuing operations available for coom stockholders 35,38( 60,467 37,40(
Income from discontinued operations 3,47( 1,39¢ 15,23¢
Net (income) attributable to noncontrolling inteseim the Operating Partnership from discontinuperations 73 (70 (85¢)
Income from discontinued operations available fimmon stockholders 3,297 1,32¢ 14,37¢
Net income available for common stockholders $ 38671 $ 61,79C $ 51,77¢
Denominator:
Denominator for basic earnings per Common Shareighted average shargs (2) 72,28 71,57¢ 67,97
Earnings per common share - basic:
Income from continuing operations available for coom stockholders $ 04¢ % 084 % 0.5t
Income from discontinued operations available fiammon stockholders 0.0t 0.0z 0.21
Net income available for common stockholders $ 054 % 08 $ 0.7€
Earnings per common share - diluted:
Numerator:
Income from continuing operations $ 4450 $ 70,91 $ 46,45¢
Net (income) attributable to noncontrolling inteee consolidated affiliates from continuing opgeras (755) (485) (11)
Dividends on Preferred Stock (4,557%) (6,70¢) (6,70¢)
Excess of Preferred Stock redemption/repurchaseowes carrying value (1,895 — —
Income from continuing operations available for coom stockholders before net (income) attributable
noncontrolling interests in the Operating Partnigrsh 37,29¢ 63,717 39,73¢
Income from discontinued operations available fammon stockholders 3,47( 1,39 15,23¢
Net income available for common stockholders befae(income) attributable to noncontrolling int&tse
in the Operating Partnership 40,76¢  $ 6511C $ 54,97¢
Denominator:
Denominator for basic earnings per Common Shareghter average sharés (2) 72,28: 71,57¢ 67,97:
Add:
Stock options using the treasury method 13€ 19¢ 79
Noncontrolling interests partnership units 3,772 3,80: 4,02¢
Denominator for diluted earnings per Common Shaadjusted weighted average shares and assumed
conversiong 1) 76,18¢ 75,57¢ 72,07¢
Earnings per common share - diluted:
Income from continuing operations available for coom stockholders $ 04¢ % 0.8 % 0.5%
Income from discontinued operations available fimmon stockholders 0.0t 0.0z 0.21
$ 054 $ 08¢ $ 0.7€

Net income available for common stockholders

90




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

17. Earnings Per Share -Continued

(1) There were 0.4 million , 0.7 million and 1.0 milli@ptions outstanding during the years ended DeeeBib 2011 , 2010 and 200%espectively, that we
not included in the computation of diluted earnipgs share because the impact of including sudomptvould be anti-dilutive

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

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

The minimum dividend per share of Common Stock iregufor us to maintain our REIT status was $1.80.32 and $0.89 per share in 2011
2010 and 2009 respectively. Continued qualification as a REBpends on our ability to satisfy the dividend disttion tests, stock ownerst
requirements and various other qualification tgstscribed in the Code. The tax basis of our agsetisof accumulated tax depreciation
amortization) and liabilities was approximately Billion and $2.0 billion , respectively, at Dedean 31, 2011 and $2.4 billion and $1.6 billion
respectively, at December 31, 2010 .

No provision has been made for federal income takesg the years ended December 31, 2011 , 20802809 because the Compa
qualified as a REIT, distributed the necessary arhofitaxable income and, therefore, incurred riefal income tax expense during the peri
We recorded state income tax expense in rentaleptp@nd other expenses of $0.1 million , $0.1 iomlland $0.6 millionfor the years endt
December 31, 2011 , 2010 and 2009 , respectivdig. tAxable REIT subsidiary has operated at a cuivelgaxable loss througbecember 3:
2011 of approximately $5.3 million . In additiontte $2.0 milliondeferred tax asset for these cumulative tax losyfoawards, the taxable RE
subsidiary also had net deferred tax liabilitiesapproximately $1.6 milliorcomprised primarily of tax versus book basis défeges in certa
investments and depreciable assets held by théleaREIT subsidiary. Because the future tax berdfthe cumulative losses is not assured
approximate $0.4 milliomet deferred tax asset position of the taxable Rieldsidiary has been fully reserved as managenuast ot believe th
it is more likely than not that the net deferred #sset will be realized. The tax benefit of thenalative losses could be recognized for finar
reporting purposes in future periods to the exteattaxable REIT subsidiary generates sufficiexdliée income.

We are subject to federal, state and local incarekxaminations by tax authorities for 2008 throagh1 .
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19. Segment Information

Our principal business is the operation, acquisiaod development of rental real estate propeNi&sevaluate our business by product
and by geographic location. Each product type fiféereint customers and economic characteristide asntal rates and terms, cost per square
of buildings, the purposes for which customers theespace, the degree of maintenance and custappors required and customer depends
on different economic drivers, among others. Therafing results by geographic grouping are alsalegty reviewed by our chief operati
decision maker for assessing performance and ptivposes. There are no material inter-segmentdcaioss.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i@&its. All operations are within 1
United States and, at December 31, 2011 , no sitigdeomer of the Wholly Owned Properties generatede than 10.0%f our consolidate
revenues on an annualized basis.

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

Year Ended December 31,

2011 2010 2009
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 52,99¢ $ 48,05. $ 48,70
Greenville, SC 14,07¢ 13,61¢ 14,01(
Kansas City, MO 14,39: 14,82: 14,83¢
Memphis, TN 40,32« 34,98: 30,64:
Nashville, TN 60,85’ 59,15 60,55!
Orlando, FL 10,23¢ 11,61¢ 11,80¢
Piedmont Triad, NC 20,65( 21,15¢ 21,25¢
Pittsburgh, PA 10,97: — —
Raleigh, NC 78,51 75,60 72,521
Richmond, VA 47,53¢ 47,19: 46,617
Tampa, FL 69,86¢ 72,52 67,29¢
Total Office Segment 420,42( 398,70 388,24
Industrial:
Atlanta, GA 15,91 15,15¢ 15,61
Piedmont Triad, NC 11,82¢ 12,37¢ 12,77¢
Total Industrial Segment 27,74 27,53t 28,38¢
Retail:
Kansas City, MO 34,271 33,527 29,997
Piedmont Triad, NC — — 18t
Raleigh, NC 14¢€ 13t 12C
Total Retail Segment 34,42 33,66 30,30z
Residential:
Kansas City, MO 26¢ 1,22( 1,08%
Total Residential Segment 26¢ 1,22( 1,08t
Total Rental and Other Revenues $ 482,85 § 461,12 $ 448,01t
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19. Segment Information -Continued

Year Ended December 31,

2011 2010 2009
Net Operating Income: (1)
Office:
Atlanta, GA $ 33,74¢  $ 30,37C % 30,75¢
Greenville, SC 8,33t 8,14t 8,707
Kansas City, MO 8,40t 8,88: 9,072
Memphis, TN 23,07t 20,82¢ 17,70(
Nashville, TN 40,34: 39,28! 39,07
Orlando, FL 5,18¢ 6,25¢ 6,26¢
Piedmont Triad, NC 13,04¢ 13,89¢ 13,93¢
Pittsburgh, PA 5,45¢€ — —
Raleigh, NC 54,59( 52,25¢ 48,78¢
Richmond, VA 31,29( 32,04¢ 32,027
Tampa, FL 43,36¢ 45,48( 40,08¢
Total Office Segment 266,83t 257,44 246,41
Industrial:
Atlanta, GA 11,19¢ 10,67 11,60¢
Piedmont Triad, NC 8,65¢ 9,04: 9,74z
Total Industrial Segment 19,85/ 19,712 21,35(
Retail:
Atlanta, GA(2) (22 (21) (22
Kansas City, MO 20,16: 19,937 18,173
Piedmont Triad, NC — — 12
Raleigh, NC 49 37 9
Total Retail Segment 20,19( 19,95: 18,17¢
Residential:
Kansas City, MO 19 742 581
Raleigh, NC2) (295) (362) (527)
Total Residential Segment (a7e) 38C 54
Total Net Operating Income 306,70 297,48t 285,99
Reconciliation to income from continuing operationsbefore disposition of property,
condominiums and investment in unconsolidated affidtes and equity in earnings of
unconsolidated affiliates:
Depreciation and amortization (143,019 (135,419 (129,655
Impairment of assets held for use (2,429 — (2,559
General and administrative expense (35,727 (32,949 (36,687)
Interest expense (95,999 (93,372 (86,80%)
Other income 7,36% 5,65¢ 9,54¢
Income from continuing operations before dispositid property, condominiums and investment
in unconsolidated affiliates and equity in earningsnconsolidated affiliates $ 36,89: $ 41,40¢  $ 39,84¢
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19. Segment Information -Continued

(1) Net of discontinued operatiol

(2) Negative NOI with no corresponding revenues reprissexpensed real estate taxes and other carrgistg associated with land held for developmentitd
currently zoned for the respective product type.

December 31,

2011 2010 2009
Total Assets:
Office:
Atlanta, GA $ 359,22! % 268,77. $ 275,46¢
Baltimore, MD 1,78¢ 1,783 1,787
Greenville, SC 69,66¢ 73,93: 78,567
Kansas City, MO 86,02¢ 84,197 85,68
Memphis, TN 265,25¢ 270,09: 220,72:
Nashville, TN 325,27. 326,85! 338,12:
Orlando, FL 46,54° 47,04 48,821
Piedmont Triad, NC 115,09¢ 126,68 141,97:
Pittsburgh, PA 227,96 — —
Raleigh, NC 465,81: 457,94! 464,72¢
Richmond, VA 254,36« 249,03t 249,88:
Tampa, FL 394,56¢ 395,93: 393,81:
Total Office Segment 2,611,591 2,302,26' 2,299,55!
Industrial:
Atlanta, GA 133,64( 135,85¢ 136,57(
Piedmont Triad, NC 78,08: 79,32: 92,30(
Total Industrial Segment 211,72: 215,17¢ 228,87(
Retail:
Atlanta, GA 504 30€ 1,04«
Kansas City, MO 170,71 172,11¢ 175,75
Piedmont Triad, NC — — 1,082
Raleigh, NC 6,667 5,17( 6,04¢
Total Retail Segment 177,88t 177,59 183,93:
Residential:
Kansas City, MO 5,70 5,92¢ 6,12¢
Orlando, FL 2,09¢ 2,09¢ 2,147
Raleigh, NC 4,76¢ 9,574 16,291
Total Residential Segment 12,57: 17,597 24,561
Corporate 167,21 159,20( 150,17
Total Assets $ 3,180,99: $ 2,871,83 $ 2,887,10:
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20. Quarterly Financial Data (Unaudited)

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

Year Ended December 31, 2011

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenuas $ 114,97¢ $ 117,05 $ 122,08t $ 128,73( $ 482,85:
Income from continuing operationy 12,10¢ 14,14: 5,402 12,85( 44,501
Income from discontinued operations 337 291 2,84: — 3,47(
Net income 12,44 14,43« 8,24¢ 12,85( 47,971
Net (income) attributable to noncontrolling inteee the
Operating Partnership (507) (623) (36€) (595) (2,09))
Net (income) attributable to noncontrolling inteses
consolidated affiliates (12%) (182) (249 (203) (755)
Dividends on preferred stock (1,677) (1,622) (627) (627) (4,557)
Excess of preferred stock redemption/repurchase ove
carrying value — (1,89%) — — (1,895
Net income available for common stockholders $ 10,13¢  $ 10,11: $ 7,002 % 11,427 $ 38,671
Earnings per share-basic:
Income from continuing operations available for coom
stockholders $ 014 $ 014 $ 0.0e $ 0.1€ $ 0.4¢
Income from discontinued operations available fammon
stockholders — — 0.04 — 0.0t
Net income available for common stockholders $ 014 $ 014 $ 0.1C $ 0.1€ $ 0.54
Earnings per share-diluted:
Income from continuing operations available for coom
stockholders $ 014 $ 014 $ 0.0¢ $ 0.1€ $ 0.4¢
Income from discontinued operations available fummon
stockholders = — 0.04 — 0.0t
Net income available for common stockholders $ 014 % 014 % 01C % 0.1€ % 0.54
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20. Quarterly Financial Data (Unaudited)

Year Ended December 31, 2010

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenuas $ 114,50 $ 113,76! 115,52¢ $ 117,33 $ 461,12¢
Income from continuing operationy 11,44 39,81: 8,501 11,15:¢ 70,91(
Income from discontinued operations 637 23¢ 272 24¢€ 1,392
Net income 12,08: 40,04¢ 8,77: 11,39¢ 72,30:
Net (income) attributable to noncontrolling inteeem the
Operating Partnership (520) (1,939 (366€) (501) (3,320)
Net (income)/loss attributable to noncontrollingeirests in
consolidated affiliates (214) (215) 14¢ (204) (48E)
Dividends on preferred stock (1,677 (1,677 (1,677 (1,677) (6,70¢)
Net income available for common stockholders $ 9,671 $ 36,22¢ 6,87¢ $ 9,017 $ 61,79(
Earnings per share-basic:
Income from continuing operations available for coom
stockholders $ 0.1: $ 0.51 0.1C $ 01: $ 0.84
Income from discontinued operations available fammon
stockholders 0.01 — — — 0.0z
Net income available for common stockholders $ 014 $ 0.51 0.1C $ 0.1z $ 0.8¢€
Earnings per share-diluted:
Income from continuing operations available for coom
stockholders $ 0.1: % 0.5C 0.1C $ 01: $ 0.84
Income from discontinued operations available fammon
stockholders 0.01 — — — 0.0z
Net income available for common stockholders $ 014  § 0.5¢ 01C $ 01 $ 0.8€
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20. Quarterly Financial Data (Unaudited) —Continued

(1) The amounts presented may not equal to theuatagoreviously reported in the most recent FormQs0or prior 10K for each period as a result

discontinued operations. Below is the reconciliatio the amounts previously reported:

Quarter Ended

March 31, June 30, September 30,
2011 2011 2011
Rental and other revenues, as reported $ 11559: $ 117,05° $ 122,08t
Discontinued operations (613) — —
Rental and other revenues, as adjusted $ 114,97¢ ¢ 117,05 $ 122,08¢
Income from continuing operations, as reported $ 12,44: $ 14,14:  $ 5,40z
Discontinued operations (337) — —
Income from continuing operations, as adjusted $ 12,10¢ $ 14,147  $ 5,40z
Income from discontinued operations, as reported $ — % 291  $ 2,84z
Additional discontinued operations from propersesd subsequent to the respective reporting
period 337 — _
Income from discontinued operations, as adjusted $ 337 % 291 § 2,84z
Quarter Ended
March 31, June 30, September 30, December 31,
2010 2010 2010 2010
Rental and other revenues, as reported $ 115,05 $ 113,76¢ $ 115,52¢  $ 117,86¢
Discontinued operations (55) — — (535)
Rental and other revenues, as adjusted $ 114,50 $ 113,76! $ 115,52t  $ 117,33(
Income from continuing operations, as reported $ 11,69 $ 39,81 $ 8,501 $ 11,39¢
Discontinued operations (249 — — (24¢€)
Income from continuing operations, as adjusted $ 11,448 § 39,81: § 8,501 $ 11,15¢
Income from discontinued operations, as reported $ 38 % 23t % 27z % —
Additional discontinued operations from propersetd subsequent to the
respective reporting period 24¢ — — 24€
Income from discontinued operations, as adjusted $ 637 % 23t % 27z $ 24€
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21. Subsequent Event

In January 2012 , we obtained a $225.0 millionvese-year unsecured bank term loan bearing intefelstBOR plus 190 basis pointsThe
proceeds were used to pay off amounts then ouisiguuchder our revolving credit facility.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsheets of Highwoods Realty Limited Partnershighsubsidiaries (the “Operating
Partnership”) as of December 31, 2011 and 2014d tlaarelated consolidated statements of inconmtataand cash flows for each of the three
years in the period ended December 31, 2011 . Qditsaalso included the financial statement schesilited in the Index at Item 15. These
financial statements and financial statement sdiescare the responsibility of the Operating Paghigfs management. Our responsibility is to
express an opinion on the financial statementdiaadcial statement schedules based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighalaUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdintmecial statements are free of material
misstatement. The Operating Partnership is notiredjto have, nor were we engaged to perform, alit afiits internal control over financial
reporting. Our audits included consideration oéintl control over financial reporting as a basisdesigning audit procedures that are approy
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness of ther@jpegy Partnership's internal control over
financial reporting. Accordingly, we express notsapinion. An audit also includes examining, omst basis, evidence supporting the amounts
and disclosures in the financial statements, aggeHse accounting principles used and signifiestimates made by management, as well as
evaluating the overall financial statement pres@iaWe believe that our audits provide a reastsbhsis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinarcial position of Highwoods Realty
Limited Partnership and subsidiaries as of DecerBtheR011 and 2010 , and the results of their djpersand their cash flows for each of the
three years in the period ended December 31, 2Bildonformity with accounting principles generadlgcepted in the United States of America.
Also, in our opinion, such financial statement shiles, when considered in relation to the basisaliated financial statements taken as a
whole, present fairly, in all material respectg thformation set forth therein.

/sl Deloitte & Touche LLP
Raleigh, North Carolina

February 7, 2012
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HIGHWOODS REALTY LIMITED PARTNERSHIP
Consolidated Balance Sheets
(in thousands, except unit and per unit data)

December 31,

2011 2010
Assets:
Real estate assets, at cost:
Land $ 369,77: $ 345,08¢
Buildings and tenant improvements 3,144,16: 2,883,09:
Development in process — 4,52¢
Land held for development 105,20t 105,33:
3,619,14! 3,338,031
Less-accumulated depreciation (901,300 (830,15)
Net real estate assets 2,717,84! 2,507,88:
For-sale residential condominiums 4,751 8,22¢
Real estate and other assets, net, held for sale — 15,37¢
Cash and cash equivalents 11,15 14,19¢
Restricted cash 26,66¢ 4,39¢
Accounts receivable, net of allowance of $3,548 $8%95, respectively 30,09: 20,71¢
Mortgages and notes receivable, net of allowancb6afand $868, respectively 18,60( 19,04«
Accrued straight-line rents receivable, net ofwlace of $1,294 and $2,209, respectively 106,01( 93,17¢
Investment in and advances to unconsolidated atii 99,29¢ 62,45
Deferred financing and leasing costs, net of acdatad amortization of $63,156 and $59,360, respelsti 128,58! 85,00!
Prepaid expenses and other assets 36,881 40,20(
Total Assets $ 317988 $  2,870,67
Liabilities, Redeemable Operating Partnership Unitsand Equity:
Mortgages and notes payable $ 1,903,21. $ 1,522,94!
Accounts payable, accrued expenses and otheritiiedil 148,82: 106,71¢
Financing obligations 31,44« 33,11«
Total Liabilities 2,083,47: 1,662,77!
Commitments and Contingencies
Redeemable Operating Partnership Units:
Common Units, 3,729,518 and 3,793,987 outstandagpectively 110,65! 120,83¢
Series A Preferred Units (liquidation preferenced®0 per unit), 29,077 and 29,092 units issuedaartstanding,
respectively 29,077 29,09:
Series B Preferred Units (liquidation preferencg §2r unit), 0 and 2,100,000 units issued and anitkhg,
respectively — 52,50(
Total Redeemable Operating Partnership Units 139,73: 202,43(
Equity:
Common Units:
General parther Common Units, 759,684 and 750, 6&tanding, respectively 9,57¢ 10,04«
Limited partner Common Units, 71,479,204 and 70,830 outstanding, respectively 948,18° 994,61(
Accumulated other comprehensive loss (5,739 (3,64¢)
Noncontrolling interests in consolidated affiliates 4,64¢ 4,46(
Total Equity 956,67- 1,005,461
Total Liabilities, Redeemable Operating Partnershits and Equity $§ 317988 $  2,870,67.

See accompanying notes to consolidated financstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

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

Rental and other revenues

Operating expenses:
Rental property and other expenses
Depreciation and amortization
Impairment of assets held for use
General and administrative

Total operating expenses

Interest expense:
Contractual
Amortization of deferred financing costs

Financing obligations

Other income:
Interest and other income

Gain/(loss) on debt extinguishment

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

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

Net gains/(losses) on disposition of discontinupdrations

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

Net income available for common unitholders

Year Ended December 31,

2011 2010 2009
$ 482,85, $ 461,12 $ 448,01t
176,12 163,27 161,49
143,01 135,41 129,65:
2,42¢ = 2,55¢
35,75 33,30¢ 37,20
357,32 332,00 330,91
91,83 87,72¢ 81,98:
3,31¢ 3,38¢ 2,76
84¢ 2,261 2,06:
95,99¢ 93,37: 86,80
7,381 6,36( 8,26:
(24 (708) 1,287
7,36: 5,65¢ 9,54¢
36,89 41,40¢ 39,84
764 74 26€
(316) 27€ 92z
2,28: 25,33( —
4,93¢ 3,79¢ 5,367
44,56: 70,88: 46,40
897 1,47¢ (6,230)
2,57¢ (86) 21,46t
3,47( 1,39: 15,23¢
48,03; 72,27¢ 61,64(
(755) (48%) (11)
(4,559 (6,709) (6,709)
(1,899 — —
$ 4082¢ $ 65,08: $ 54,92
0.4¢ 0.8t 0.5€
0.0% 0.0z 0.21
0.5¢ 0.87 0.7
75,64 74,97 71,59
0.4¢ 0.8t 0.5€
0.0% 0.0z 0.21
0.5¢ 0.87 0.7
75,78 75,16¢ 71,67
$ 37,35¢ $ 63,69 $ 39,68t
3,47( 1,39: 15,23
$ 4082¢ $ 65,08: $ 54,92

See accompanying notes to consolidated financsstents.
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HIGHWOODS REALTY LIMITED PARTNERSHIP

Consolidated Statements of Capital
(in thousands, except unit amounts)

Common Units

Noncontrolling

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

Balance at December 31, 2008 $ 9,75¢ % 966,37¢ $ (4,792 $ 6,17¢ $ 977,52:
Issuances of Common Units, net 1,50¢ 149,43: — — 150,94
Distributions paid on Common Units (1,20€) (119,36() — — (120,56¢)
Distributions paid on Preferred Units (67) (6,647) — — (6,70%)
Share-based compensation expense 66 6,501 — — 6,561
Distribution to noncontrolling interests in constated affiliates — — — (1,009 (2,009
Adjustment of Redeemable Common Units to fair vaod

contributions/distributions from/to the General thar (292) (18,999 — — (19,18Y)
Net (income) attributable to noncontrolling inteseis consolidated

affiliates — (11) — 11 —
Comprehensive income:

Net income 61¢€ 61,02¢ — — 61,64(

Other comprehensive income — — 981 — 981
Total comprehensive income 62,62:
Balance at December 31, 2009 10,48¢ 1,038,32i (3,81)) 5,18:¢ 1,050,18!
Issuances of Common Units, net 30 2,96¢ — — 2,99¢
Distributions paid on Common Units (1,279 (126,149 — — (127,41)
Distributions paid on Preferred Units (67) (6,641) — — (6,70%)
Share-based compensation expense 66 6,50€ — — 6,572
Distribution to noncontrolling interests in constated affiliates — — — (56¢) (56¢)
Acquisition of noncontrolling interest in consoltdd affiliate 1 13¢ — (640) (500)
Adjustment of Redeemable Common Units to fair valnd

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

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

Net income 728 71,55: — — 72,27¢

Other comprehensive income — — 162 — 168
Total comprehensive income 72,43¢
Balance at December 31, 2010 10,04« 994,61( (3,64¢) 4,46( 1,005,46!
Issuances of Common Units, net 232 23,037 — — 23,27(
Distributions paid on Common Units (1,28%) (127,179 — — (128,46))
Distributions paid on Preferred Units (46) (4,507%) — — (4,557%)
Share-based compensation expense 61 6,032 — — 6,09/
Distribution to noncontrolling interests in constated affiliates — — — (569) (569)
Adjustment of Redeemable Common Units to fair vaod

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

affiliates (©)] (747) — 75% —
Comprehensive income:

Net income 48C 47,55: — — 48,03:

Other comprehensive income — — (2,08¢) — (2,08¢)
Total comprehensive income 45,94¢
Balance at December 31, 2011 $ 957t  $ 948,18° $ (5,739 $ 4,64¢ $ 956,67-

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

Year Ended December 31,

2011 2010 2009
Operating activities:
Net income 48,03: $ 72,27¢ 61,64(
Adjustments to reconcile net income to net cashigesl by operating activities:
Depreciation and amortization 143,14¢ 136,15¢ 131,88:
Amortization of lease incentives and acquisitiol®ted intangible assets and liabilities 1,44¢ 1,23¢ 1,11C
Share-based compensation expense 6,09« 6,57 6,567
Allowance for losses on accounts and accrued $irdiite rents receivable 2,521 4,00¢ 5,63¢
Amortization of deferred financing costs 3,31z 3,38t 2,76(
Amortization of settled cash flow hedges (11¢) 237 (249)
Impairment of assets held for use 2,42¢ — 13,51¢
(Gain)/loss on debt extinguishment 24 70E (1,287)
Net (gains)/losses on disposition of property (3,337) 12 (21,737)
(Gains)/losses on for-sale residential condominiums 31€ (27¢€) (922)
Gains on disposition of investment in unconsolidailiates (2,287 (25,330) —
Equity in earnings of unconsolidated affiliates (4,939 (3,799 (5,367)
Changes in financing obligations (47€) 70¢ 392
Distributions of earnings from unconsolidated &f#s 5,00¢ 4,371 4,102
Changes in operating assets and liabilities:
Accounts receivable (8,49¢) (3,290 (2,819
Prepaid expenses and other assets (400) 37C (2,629
Accrued straight-line rents receivable (13,60 (11,889 (6,527)
Accounts payable, accrued expenses and otheiitiiedil 16,70: 5,01z 2,96:
Net cash provided by operating activities 195,37: 190,48: 189,04¢
Investing activities:
Additions to real estate assets and deferred lg@sists (184,56¢) (102,71) (151,48
Net proceeds from disposition of real estate assets 17,710 6,801 77,28¢
Net proceeds from disposition of for-sale residdrtondominiums 3,02( 4,952 12,19¢
Proceeds from disposition of investment in uncadsbéd affiliates 4,75¢ 15,00( —
Distributions of capital from unconsolidated atities 1,571 1,932 3,95¢
Repayments of mortgages and notes receivable 444 32¢ 45¢
Investments in and advances to unconsolidatedeaéfd (39,90)) (2,875) (952)
Changes in restricted cash and other investingitie (18,52¢) (1,57¢) (3,28¢)
Net cash used in investing activities (215,479 (78,159 (61,82
Financing activities:
Distributions on Common Units (128,46) (127,41) (120,56
Redemptions/repurchases of Preferred Units (52,51%) — —
Dividends on Preferred Units (4,55%) (6,70¢) (6,70¢)
Distributions to noncontrolling interests in coridated affiliates (569) (56¢) (1,004
Acquisition of noncontrolling interest in consoltdd affiliate — (500) —
Net proceeds from the issuance of Common Units 23,27( 2,99¢ 150,94:
Borrowings on revolving credit facility 525,80( 37,50( 128,00(
Repayments of revolving credit facility (193,80() (7,500 (291,00()
Borrowings on mortgages and notes payable 200,00( 10,36¢ 217,21!
Repayments of mortgages and notes payable (344,20) (27,004 (188,50)
Borrowings on financing obligations — — 4,18¢
Payments on financing obligations (1,194 (1,116 (1,044
Payments on debt extinguishment — (577) —
Additions to deferred financing costs and otheaficing activities (6,71%) (1,125) (8,87))




Net cash provided by/(used in) financing activities

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

Cash and cash equivalents at end of the period

17,06( (121,649 (117,35)

(3,047) (9,329) 9,87(
14,19¢ 23,51¢ 13,64
$ 11,15.  $ 1419 $ 23,51¢

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

Supplemental disclosure of cash flow information:

Year Ended December 31,

2011 2010 2009
Cash paid for interest, net of amounts capitalized $ 90,83t $ 86,39 85,42
Supplemental disclosure of non-cash investing anéh&incing activities:

Year Ended December 31,

2011 2010 2009
Unrealized gains/(losses) on cash flow hedges $ (2,209 $ — 937
Changes in accrued capital expenditures 11,04¢ (1,94¢) (29,099
Write-off of fully depreciated real estate assets 48,56 43,95 33,00¢
Write-off of fully amortized deferred financing atehsing costs 19,987 15,71¢ 19,19/
Unrealized gains/(losses) on marketable secunfiemn-qualified deferred compensation plan (119 382 1,497
Settlement of financing obligation — 4,18¢ —
Adjustment of Redeemable Common Units to fair value (20,187 (2,72)) 27,717
Unrealized gain/(loss) on tax increment financiogd 234 77 293
Mortgages receivable from seller financing — 17,03( —
Assumption of mortgages and notes payable relatagduisition activities 192,36 40,30¢ —

See accompanying notes to consolidated finanaestents.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011
(tabular dollar amounts in thousands, except per uit data)

1. Description of Business and Significant Accating Policies

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

managed equity real estate investment trust (“REtfat provides leasing, management, developmamistouction and other customeslatec
services for its properties and for third partieEse Company conducts virtually all of its activtithrough Highwoods Realty Limited Partner:
(the “Operating Partnership”). At December 31, 2Q1the Company and/or the Operating Partnershipllwlmwned: 303 inservice office
industrial and retail properties, comprising 29.#ian square feet; 96 rental residential units;fb7-sale residential condominiums; 586res ¢
undeveloped land suitable for future developmehtylich 524 acres are considered core assets; ffice property under development; aode
office property that is considered completed but yet stabilized. In addition, we owned interest§0(0% or less) in 35 igervice offict
properties, one rental residential property undaretbpment and lacres of undeveloped land suitable for future dgwekent, which includes
12.5% interest in a 261,000 square foot office propdirectly owned by the Company (not includedhie Operating PartnershigpConsolidate
Financial Statements).

The Company is the sole general partner of the &jper Partnership. At December 31, 2Q1tie Company owned all of the Preferred L
and 72.2 million , or 95.1% , of the Common Unitstlie Operating Partnership. Limited partners,uditlg one officer and twdirectors of th
Company, own the remaining 3.7 milli@ommon Units. In the event the Company issues st@r€ommon Stock, the proceeds of the issL
are contributed to the Operating Partnership irharge for additional Common Units. Generally, th@efating Partnership is required to red
each Common Unit at the request of the holder tfdox cash equal to the value of one share ofGbmpany’s Common Stock, $ 0.p&r value
based on the average of the market price for théraiding days immediately preceding the notice ddtsuch redemption, provided that
Company at its option may elect to acquire any sdoimmon Units presented for redemption for casloree share of Common Stock. ~
Common Units owned by the Company are not redeemdhiring 2011 , the Company redeemed 64 @68hmon Units for a like number
shares of Common Stock. The redemptions, in cotipmavith the proceeds from issuances of CommorciStmontributed to the Operati
Partnership in exchange for additional Common Uritsreased the percentage of Common Units ownedhbyCompany from 95.0%t
December 31, 2010 to 95.1% at December 31, 2011 .

Basis of Presentation

Our Consolidated Financial Statements are preparezbnformity with accounting principles generakygcepted in the United States
America (“GAAP”). Our Consolidated Balance SheeDatember 31, 201@as revised from previously reported amounts ttecefin real esta
and other assets, net, held for sale those prepesthich qualified as held for sale during 201Qur Consolidated Statements of Income fol
years ended December 31, 2010 and 2088 revised from previously reported amounts fteecein discontinued operations the operation:
those properties sold or held for sale subsequethiose respective years.

The Consolidated Financial Statements include whoned subsidiaries and those subsidiaries in lwhie own a majority voting intere
with the ability to control operations of the suliaries and where no substantive participatingtsight substantive kick out rights have b
granted to the noncontrolling interests. We comsdé partnerships, joint ventures and limited ligbicompanies when we control the me
operating and financial policies of the entity tligh majority ownership or in our capacity as gehpeatner or managing member. Five of
50.0% or less owned iservice office properties are consolidated. In tholdj we consolidate those entities deemed to biabie interest entities
which we are determined to be the primary beneficiat December 31, 2011we had involvement with no entities that we cadeld to b
variable interest entities. All significant interapany transactions and accounts have been elimdinate
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1. Description of Business and Significant Accaiing Policies — Continued
Use of Estimates

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

Real Estate and Related Assets

Real estate and related assets are recorded abwdsstated at cost less accumulated deprecigfenovations, replacements and o
expenditures that improve or extend the life ofetssire capitalized and depreciated over theimastid useful lives. Expenditures for ordir
maintenance and repairs are charged to expensewsead. Depreciation is computed using the sttdigh method over the estimated useful
of 40 years for buildings and depreciable landasfiructure costs, 15 years for building improvememtd five to seven years for furnitufigfures
and equipment. Tenant improvements are amortizied wlse straightine method over initial fixed terms of the respeetieases, which genera
are from three to 10 years. Depreciation expenseetl estate assets was $ 120.8 million , $ 1&#liéon and $ 115.6 milliorfor the years end:
December 31, 2011 , 2010 and 2009 , respectively.

Expenditures directly related to the development eonstruction of real estate assets are includatkt real estate assets and are sta
depreciated cost. Development expenditures inclpoeconstruction costs essential to the developmentprofperties, development &
construction costs, interest costs on qualifyingets real estate taxes, development personneiesaénd related costs and other costs inc
during the period of development. Interest and otagrying costs are capitalized until the buildiageady for its intended use, but not later
one year from cessation of major construction #gtiWWe consider a construction project as sub&lytcompleted and ready for its intended
upon the completion of tenant improvements. We egapitalization on the portion that is substahltiabmpleted and occupied or held avail:
for occupancy, and capitalize only those costs@ata with the portion under construction.

Expenditures directly related to the leasing ofpemties are included in deferred financing andifegasosts and are stated at amortized
Such expenditures are part of the investment naoes$s execute leases and, therefore, are cladsiieinvestment activities in the statemel
cash flows. All leasing commissions paid to thiattjes for new leases or lease renewals are ciapitialinternal leasing costs include prime
compensation, benefits and other costs, such as fegs related to leasing activities, that arauired in connection with successfully secu
leases of properties. Capitalized leasing costsaarertized on a straiglifie basis over the initial fixed terms of the resfive leases, whit
generally are from three to 10 years. Estimatetsaedated to unsuccessful activities are expeasddcurred.

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

Upon the acquisition of real estate assets, wesagbe fair value of acquired tangible assets sisdiand, buildings and tenant improveme
intangible assets and liabilities such as above lzgldw market leases, acquiredplace leases, customer relationships and othettifiddate
intangible assets and assumed liabilities. We adsd#svalue based on estimated cash flow projestithat utilize discount and/or capitaliza
rates as well as available market information. fetievalue of the tangible assets of an acquiregberty considers the value of the property as
were vacant.
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1. Description of Business and Significant Accaiing Policies — Continued

The above and below market rate portions of leasgsired in connection with property acquisitions eecorded in deferred financing i
leasing costs and in accounts payable, accruechegpeand other liabilities, respectively, at faitue and amortized into rental revenue ove
remaining term of the respective leases as desthbbw. Fair value is calculated as the preseluevaf the difference between (1) the contrac
amounts to be paid pursuant to each in-place laade(2) our estimate of fair market lease ratesefmh corresponding iplace lease, usinc
discount rate that reflects the risks associatel thie leases acquired and measured over a pagic ® the remaining initial term of the lease
abovemarket leases and the remaining initial term phesterm of any renewal option that the customerldvtm@ economically compelled
exercise for below-market leases.

In-place leases acquired are recorded at fair valgeferred financing and leasing costs and are aadrto depreciation and amortizat
expense over the remaining term of the respectigsed. The value of iplace leases is based on our evaluation of thefgpebaracteristics ¢
each customer's lease. Factors considered inclstimages of carrying costs during hypothetical expé leasawp periods, current mark
conditions, the customer's credit quality and ctstsxecute similar leases. In estimating carryiosts, we include real estate taxes, insuranc
other operating expenses and estimates of losdlseat market rates during the expected |legsperiods, depending on local market condition
estimating costs to execute similar leases, weidengenant improvements, leasing commissions agdlland other related expenses.

Real estate and other assets are classified adil@tgassets held for use or as Idivggd assets held for sale. Real estate is classids hel
for sale when the Company's Board of Directorstoinvestment Committee, has approved the salbeofisset, a legally enforceable contrac
been executed and the buyer's due diligence pkeasaxpired.

Impairment of Long-Lived Assets and Investments inJnconsolidated Affiliates

With respect to assets classified as held for weeperform an impairment analysis if events or ¢gjesnin circumstances indicate that
carrying value may be impaired, such as a sigmificecline in occupancy, identification of matdsighdverse legal or environmental fact
change in our designation of an asset from cor®toecore which impacts the anticipated holding perioc decline in market value to an amc
less than cost. This analysis is generally perforattethe property level, except when an assetrisgban interdependent group such as an ¢
park, and consists of determining whether the assarrying amount will be recovered from its uedisnted estimated future operating
residual cash flows. These cash flows are estimbés#d on a number of assumptions that are sutmestonomic and market uncertain
including, among others, demand for space, conipetior customers, changes in market rental ratests to operate each property and exp:
ownership periods. For properties under developntéet cash flows are based on expected servicenjmit®f the asset or asset group w
development is substantially complete.

If the carrying amount of a held for use asset edsehe sum of its undiscounted future operatirgrasidual cash flows, an impairment |
is recorded for the difference between estimatedvédue of the asset and the carrying amount. \&eegally estimate the fair value of assets
for use by using discounted cash flow analysesomme instances, appraisal information may be aailand is used in addition to a discoul
cash flow analysis. As the factors used in genagatiiese cash flows are difficult to predict and snbject to future events that may alter
assumptions, the discounted and/or undiscountedefudperating and residual cash flows estimatedisyn our impairment analyses or th
established by appraisal may not be achieved anthayebe required to recognize future impairmensdgson our properties held for use.

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

We also analyze our investments in unconsolidatiithtes for impairment. This analysis consistsdeftermining whether an expected los
market value of an investment is other than temydog evaluating the length of time and the extenivhich the market value has been less
cost, the financial condition and nearm prospects of the investee, and our intent aitity to retain our investment for a period ofné
sufficient to allow for any anticipated recoverynrarket value. As the factors used in this analgsésdifficult to predict and are subject to fu
events that may alter our assumptions, we maydpginetl to recognize future impairment losses onimugstments in unconsolidated affiliates.
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1. Description of Business and Significant Accaiing Policies — Continued
Sales of Real Estate

For sales transactions meeting the requirementiufioprofit recognition, the related assets arablilities are removed from the balance s
and the resultant gain or loss is recorded in #réod the transaction closes. For sales transactiotih continuing involvement after the sale, i€
continuing involvement with the property is limitbg the terms of the sales contract, profit is ggiped at the time of sale and is reduced b
maximum exposure to loss related to the naturehefdontinuing involvement. Sales to entities in ablhive have or receive an interest
accounted for using partial sale accounting.

For transactions that do not meet the criteriaafeale, we evaluate the nature of the continuisghtement, including put and call provisio
if present, and account for the transaction asanfiing arrangement, profikaring arrangement, leasing arrangement or otteznate method «
accounting, rather than as a sale, based on thieenanhd extent of the continuing involvement. Sdraesactions may have numerous form
continuing involvement. In those cases, we deteemihich method is most appropriate based on thstanbe of the transaction.

Rental and Other Revenues

Minimum contractual rents from leases are recoghime a straightine basis over the terms of the respective leabBlis. means that, wi
respect to a particular lease, actual amountsdhifieaccordance with the lease during any giveiodenay be higher or lower than the amour
rental revenue recognized for the period. Straligiet-rental revenue is commenced when the cust@ssumes control of the leased prem
Accrued straight-line rents receivable represdmsamount by which straiglitte rental revenue exceeds rents currently biledccordance wi
lease agreements. Contingent rental revenue, suglermentage rent, is accrued when the contingencgmoved. Termination fee income
recognized at the later of when the customer haated the space or the lease has expired andyaefgicuted lease termination agreemen
been delivered, the amount of the fee is deterniénabd collectability of the fee is reasonably asduRental revenue reductions related to co:
tenancy lease provisions, if any, are accrued vevemts have occurred that trigger such provisions.

Property operating cost recovery revenues fromocasts (“cost reimbursements”) are determined omlancar year and a lease-legst
basis. The most common types of cost reimbursemerdar leases are common area maintenance (“CAMY) real estate taxes, for which
customer pays its prata share of operating and administrative expeasdgeal estate taxes in excess of a base yeamanidhe computation
cost reimbursements is complex and involves nungejodgments, including the interpretation of teraml other customer lease provisit
Leases are not uniform in dealing with such costbersements and there are many variations in éhgpatation. Many customers make mon
fixed payments of CAM, real estate taxes and otlst reimbursement items. We accrue income relatéidese payments each month. We n
quarterly accrual adjustments, positive or negativecost recovery income to adjust the recordeduants to our best estimate of the final an
amounts to be billed and collected with respedhtocost reimbursements. After the end of the ciEegear, we compute each customer's
cost reimbursements and, after considering amaquaits by the customer during the year, issue aobittredit for the appropriate amount to
customer. The differences between the amountsdbifles previously received payments and the acewjastment are recorded as increas:
decreases to cost recovery income when the fiflaldrie prepared, which occurs during the first bathe subsequent year.

Allowance for Doubtful Accounts

Accounts receivable, accrued straigjhe rents receivable and mortgages and notesveddlei are reduced by an allowance for amount:
may become uncollectible in the future. We regylavaluate the adequacy of our allowance for dalil#€Ecounts. The evaluation prima
consists of reviewing past due account balancexansidering such factors as the credit qualitpwf customer, historical trends of the custc
and changes in customer payment terms. Additiona¥iyh respect to customers in bankruptcy, we estinthe probable recovery throt
bankruptcy claims and adjust the allowance for am®deemed uncollectible. If our assumptions reiggrthe collectability of receivables prc
incorrect, we could experience losses in excessuofallowance for doubtful accounts. The allowance its related receivable are writteffi-
when we have concluded there is a low probabilfitpadlection and we have discontinued collectiofoes$.
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1. Description of Business and Significant Accaiing Policies — Continued
Discontinued Operations

Properties that are sold or classified as helg#&be are classified as discontinued operationsigedvthat (1) the operations and cash flow
the property will be eliminated from our ongoingeogations and (2) we will not have any significaohtinuing involvement in the operations
the property after it is sold. Interest expensimdtuded in discontinued operations if the relatah securing the sold property is to be paid ©
assumed by the buyer in connection with the sélael property is sold to a joint venture in whisle retain an interest, the property will not
accounted for as a discontinued operation due tosinificant ongoing interest in the operationsotlgh our joint venture interest. If we
retained to provide property management, leasirdjoanother services for the property owner aftex Hale, the property generally will
accounted for as a discontinued operation becdusexpected cash flows related to our managemehteaising activities generally will not
significant in comparison to the cash flows frora fitoperty prior to sale.

Lease Incentives

Lease incentive costs, which are payments made tm dehalf of a customer as an incentive to signléase, are capitalized in defe
financing and leasing costs and amortized on #gsitrdéine basis over the respective lease terns@sluction of rental revenues.

For-Sale Residential Condominiums

For-sale residential condominiums include completed, unsold, condominium inventory. We initially redoreceipts of earnest mor
deposits in accounts payable, accrued expensesthadliabilities in accordance with the deposittinoel. We then record completed sales v
units close and the remaining net cash is received.

Investments in Unconsolidated Affiliates

We account for our investments in less than majasivned joint ventures, partnerships and limiteability companies using the eqt
method of accounting when our interests represeyereral partnership interest but substantive @patiing rights or substantive kick out rig
have been granted to the limited partners or whanirterests do not represent a general partneisteépest and we do not control the m
operating and financial policies of the entity. $adnvestments are initially recorded at cost wesiments in unconsolidated affiliates and
subsequently adjusted for our share of earningscassti contributions and distributions. To the et cost basis at formation of the jc
venture is different than the basis reflected atjttint venture level, the basis difference is amed over the life of the related assets and thet
in our share of equity in earnings of unconsolidailiates.

Cash Equivalents

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

Restricted cash represents cash deposits thaegaéyl restricted or held by third parties on oehalf, such as security deposits from <
contracts on for-sale residential condominiums strctionfelated escrows, property disposition proceedaisiee and designated or intende

fund future taxdeferred exchanges of qualifying real estate imaests, escrows and reserves for debt service,estate taxes and prope
insurance established pursuant to certain mortfiagecing arrangements and any deposits givenneles to unencumber secured properties.
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1. Description of Business and Significant Accaiing Policies — Continued
Redeemable Common Units and Preferred Units

Limited partners holding Common Units other thaa ®ompany (“Redeemable Common Unitegve the right to put any and all of
Common Units to the Operating Partnership and tiagany has the right to put any and all of the érefl Units to the Operating Partnershi
exchange for their liquidation preference plus medrand unpaid distributions in the event of aegponding redemption by the Company of
underlying Preferred Stock. Consequently, theseeBmdble Common Units and Preferred Units are €ledsbutside of permanent partners’
capital in the accompanying balance sheet. Thededovalue of the Redeemable Common Units is basddir value at the balance sheet da
measured by the closing price of Common Stock @t tlate multiplied by the total number of Redeema®bmmon Units outstanding. 1
recorded value of the Preferred Units is basedein tedemption value.

Income Taxes

The Company has elected and expects to contingeatlify as a REIT under Sections 856 through 86theflnternal Revenue Code of 1¢
as amended (the “Code’A. corporate REIT is a legal entity that holds restate assets and, through the payment of dividiensi®ckholders,
generally permitted to reduce or avoid the paynoéfiéderal and state income taxes at the corpdeatd. To maintain qualification as a REIT,
Company is required to pay dividends to its stodltéis equal to at least 90.0% of its annual REKBRlde income, excluding net capital gains.
partnership agreement requires the Operating Rahipeto pay economically equivalent distributians outstanding Common Units at the s
time that the Company pays dividends on its outStapCommon Stock.

Other than income taxes related to its taxable R&lbsidiary, the Operating Partnership does ndéaefiny federal income taxes in
financial statements, since as a partnership tkebta effects of its operations are attributedtidégpiartners. The Operating Partnership does r
state income tax for states that tax partnershipnre directly.

Concentration of Credit Risk

At December 31, 2011 , our Wholly Owned Propertiese leased to 1,72Qstomers. The geographic locations that comprisatgr tha
10.0% of our annualized cash rental revenue areigtgalNC, Tampa, FL, Atlanta, GA and Nashville, TOur customers engage in a wide val
of businesses. No single customer of the Wholly €ivRroperties generated more than 10.0% of ouiotidated revenues during 2011 .

We maintain our cash and cash equivalents and estricted cash at financial or other intermediargtitutions. The combined acco
balances at each institution may exceed FDIC ima@aoverage and, as a result, there is a contientraf credit risk related to amounts
deposit in excess of FDIC insurance coverage. Aatuitly, from time to time in connection with taleferred 1031 transactions, our restricted
balances may be commingled with other funds be#ld hy any such intermediary institution which ®di$ our balance to the credit risk of
institution.

Derivative Financial Instruments

We borrow funds at a combination of fixed and MValearates. Borrowings under our revolving credtilfey, construction facility and bat
term loans bear interest at variable rates. Oug-tenm debt, which consists of secured and unsdderggterm financings and the issuance
unsecured debt securities, typically bears inteatefiked rates although some loans bear intetesir@able rates. Our interest rate risk manage
objectives are to limit the impact of interest rateanges on earnings and cash flows and to lowepwerall borrowing costs. To achieve th
objectives, from time to time, we enter into intreate hedge contracts such as collars, swaps, aagph treasury lock agreements in orde
mitigate our interest rate risk with respect toi@as debt instruments. We do not hold or issuedttesivative contracts for trading or specule
purposes. The interest rate on all of our variahte debt is generally adjusted at one or threetimimtervals, subject to settlements under t
interest rate hedge contracts. We also enter iaestiry lock and similar agreements from timerteetin order to limit our exposure to an incre
in interest rates with respect to future debt drfigs.
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1. Description of Business and Significant Accaiing Policies — Continued

Interest rate swaps involve the receipt of variahte amounts from a counterparty in exchange faking fixedrate payments over the life
the agreements without exchange of the underlyaigpnal amount. The effective portion of changethim fair value of derivatives designated
that qualify as cash flow hedges is recorded iruamdated other comprehensive loss and is subsdguentassified into interest expense in
period that the hedged forecasted transaction taffsrnings. Interest rate hedge contracts tygicalhtain a provision whereby if we default
any of our indebtedness, we could also be declarddfault on our hedge contracts.

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

Earnings Per Unit

Basic earnings per unit is computed by dividing inebme available for common unitholders by theghéed Common Units outstanding -
basic. Diluted earnings per unit is computed bydiing net income available to common unitholderghms weighted Common Units outstanding -
basic plus the dilutive effect of options and watsa using the treasury stock method. Weighted Combnits outstanding basic include all ¢
the Company's unvested restricted stock since eivd received on such restricted stock are noeifatfe.

Recently Issued Accounting Standards

Beginning with our Quarterly Report on Form Q0for the three months ended March 31, 2012, wkbeilrequired to enhance our disclos
of assets and liabilities measured at fair valugs Thcludes disclosing any significant transfeesween Levels 1 and 2 of the fair value hierar
additional quantitative and qualitative informaticggarding fair value measurements categorizedea®IL3 of the fair value hierarchy and
hierarchy classification for items whose fair vais@ot recorded on our Consolidated Balance Shméts disclosed in our Notes to Consolidi
Financial Statements. Additionally, we will be régal to present comprehensive income on the faaubifConsolidated Statements of Inca
which is currently disclosed in our Notes to Coidattled Financial Statements.

2. Real Estate Assets
Acquisitions

In 2011 , we acquired a six-building, 1.54 millisquare foot office complex in Pittsburgh, PA fopwachase price of $ 188.5 milliariThe
purchase price included the assumption of secuzbtirécorded at fair value of $ 124.5 million ,lwén effective interest rate of 4.27%cludinc
amortization of deferred financing costs. This defattures in November 2017 . We expensed $ 4.0amitif costs related to this acquisiti
which are included in general and administrativpesse. Additionally, we acquired a 503,08fuare foot office building in Atlanta, GA fo
purchase price of $ 78.3 million . The purchaseeincluded the assumption of secured debt recoatlédir value of $ 67.9 million with ar
effective interest rate of 5.45% , including amzation of deferred financing costs. This debt megun January 2014 . We expense@l $million
of costs related to this acquisition.
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2. Real Estate Assets - Continued

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

Total Purchase

Price
Consideration
Real estate assets $ 241,60:
Acquisition-related intangible assets (in deferfieencing and leasing costs) 39,72
Furniture, fixtures and equipment (in prepaid exgesnand other assets) 1,101
Acquisition-related intangible liabilities (in aasots payable, accrued expenses and other liag)litie (15,627
Total consideration $ 266,79

The following tables set forth our rental and otherenues and net income, adjusted for interestresgp and depreciation and amortize
related to purchase price allocation, assumingtgiisitions discussed above both occurred asedb¢lginning of each annual reporting period:

Year Ended December 31,

2011 2010 2009
Proforma rental and other revenues $ 524,48( $ 511,86: $ 505,84(
Proforma net income $ 38,47( % 58,21¢ $ 50,75:
Proforma earnings per unit - basic $ 051 $ 0.7¢  $ 0.71
Proforma earnings per unit - diluted $ 051 % 077 $ 0.71

In 2011 , we also acquired a 48,000 square footicakdffice property in Raleigh, NC for approximbit& 8.9 millionin cash and incurred
0.1 million of acquisition-related costs, which @meluded in general and administrative expense.

In 2010 , we acquired a 336,000 square foot officeperty in Memphis, TN for a purchase price of Z6million . The purchase pri
included the assumption of secured debt recordddiravalue of $ 40.3 million , with an effectivaterest rate of 6.43%This debt matures
November 201 We incurred $ 0.4 million of acquisition-relatedsts. We also acquired a 117,000 square footeoffioperty and 32.6cres ¢
development land in Tampa, FL for a purchase prfcg 12.0 million . We incurred $ 0.2 million of @uisition+elated costs. Lastly, we acqui
our partner’s interest in a joint venture that od/ifer-sale residential condominiums for a purchasee of $ 0.5 million .

In 2009 , we acquired a 220,000 square foot offigiéding in Tampa, FL for a purchase price of $3aillion . We expensed $ 0.1 milliaf
costs related to this acquisition.

Dispositions
In 2011 , we sold an office property and adjacemtdl| parcel in a single transaction in Winston-Salbl@ for gross proceeds of H5.C
million . We recorded gain on disposition of distioned operations of $ 2.6 milliorelated to the office property and gain on disposiboi

property of $ 0.3 million related to the land.
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2. Real Estate Assets - Continued

In 2010 , we sold seven office properties in Wins&alem, NC and six industrial properties in Gréens, NC in twoseparate transactions
gross proceeds of $ 24.9 million . In the aggregatereceived cash of $ 7.9 million . provided esefinancing of $ 17.0 milliomnd committed 1
lend up to an additional $ 1.7 million for tenamiprovements and lease commissions, of which $ dl@mwas funded as of December 31, 2011
We have accounted for these dispositions usingrtstallment method, whereby the $ 0.4 milligain on disposition of property related to
office properties has been deferred and will b@gezed when the seller financing is repaid, arabrded impairment of $ 0.3 milliorelated t¢
the industrial properties. In 201Qve also recorded a completed sale in connectitinthve disposition of an office property in RalejdNC in the
fourth quarter of 2009 where the buyer's limiteghtito compel us to repurchase the property ex@retirecorded a gain of $ 0.2 million .

In 2009 , we sold 517,000 square feet of non-cetailrand office properties for gross proceeds @8® million and recorded gains o2%.7
million .

Impairments

In 2011 , we recorded impairment of assets heldiser of $ 2.4 million on twoffice properties located in Orlando, FL due tcharege in th
assumed timing of future disposition, which reduttealfuture expected cash flows from the properties

In 2009 , we recorded impairment of assets heldiger of $ 2.6 million on four office properties &ed in WinstorSalem, NC and record
impairment of $ 11.0 million on the office, induatrand retail properties in Winstd®alem and Greensboro, NC that were sold in 201(
required discontinued operations presentation. &lpairments were also due to a change in thenss$diming of future disposition, whi
reduced the future expected cash flows from thpgntees.

3. Mortgages and Notes Receivable

The following table sets forth our mortgages anttaaeceivable:

December 31,

2011 2010
Seller financing (first mortgages) $ 17,18 $ 17,18(
Less allowance — —
17,18( 17,18(
Promissory notes 1,481 2,732
Less allowance (61) (869)
1,42( 1,864
Mortgages and notes receivable, net $ 18,600 $ 19,04¢

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

December 31,

2011 2010
Beginning notes receivable allowance $ 86¢ $ 698
Bad debt expense 19¢ 413
Recoveries/write-offs/other (1,009 (243
Total notes receivable allowance $ 61 § 86¢
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3. Mortgages and Notes Receivable — Continued

Our mortgages and notes receivable consist priynafibeller financing issued in conjunction withawlisposition transactions in 2010 (
Note 2). This seller financing is evidenced bytfireortgages secured by the assignment of rentshe@ndnderlying real estate assets. We con
on the credit quality of the receivables by moriitgrthe leasing statistics and market fundamermtbtbese assets. As of December 31, 20thk
payments on both mortgages receivable were cuamshthere were no other indications of impairmenthe receivables. We may be require

take impairment charges in the future if and todktent the underlying collateral diminishes inueal

4. Investments in and Advances to Affiliates

Unconsolidated Affiliates

We have equity interests of up to 50.00%various joint ventures with unrelated investtirat are accounted for using the equity methc
accounting. As a result, the assets and liabilafethese joint ventures are not included in oun&tdidated Financial Statements.

The following table sets forth our ownership in ansolidated affiliates at December 31, 2011 :

Ownership
Joint Venture Location of Properties Interest
Concourse Center Associates, LLC Greensboro, NC 50.00%
Plaza Colonnade, LLC Kansas City, MO 50.00%
Lofts at Weston, LLC Raleigh, NC 50.00%
Board of Trade Investment Company Kansas City, MO 49.00%
Highwoods DLF 97/26 DLF 99/32, LP Atlanta, GA; Greensboro, NC; Orlando, FL 42.93%
Highwoods KC Glenridge Office, LLC Atlanta, GA 40.00%
Highwoods KC Glenridge Land, LLC Atlanta, GA 40.00%
HIW-KC Orlando, LLC Orlando, FL 40.00%
Kessinger/Hunter, LLC Kansas City, MO 26.50%
Highwoods DLF Forum, LLC Raleigh, NC 25.00%
Highwoods DLF 98/29, LLC Atlanta, GA; Charlotte, NC; Greensboro, NC; RaleidiC; Orlando, FL 22.81%
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4. Investments in and Advances to Affiliates —@htinued

The following table sets forth combined summarifirencial information for our unconsolidated afiites:

December 31,

2011 2010
Balance Sheets:
Assets:
Real estate assets, net $ 523,99. $ 567,86
All other assets, net 95,50¢ 90,32:
Total Assets $ 619,49t $ 658,19(
Liabilities and Partners’ or Shareholders’ Equity:
Mortgages and notes payalg $ 396,977 $ 414,26"
All other liabilities 21,12 25,85¢
Partners’ or shareholders’ equity 201,39t 218,06°
Total Liabilities and Partners’ or Shareholdersuitg $ 619,49t $ 658,19(
Our share of historical partners’ or shareholdecglity $ 59,21t $ 60,58!
Advances to unconsolidated affiliate 38,32: —
Net excess of cost of investments over the net vadke of underlying net assets $ 1,75¢ $ 1,87(
Carrying value of investments in unconsolidatediafés $ 99,29¢ $ 62,451
Our share of unconsolidated non-recourse mortgebt $ 145,68¢ $ 149,37¢

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

2012(a) $ 31,07¢
2013 23,22
2014 56,70
2015 951
2016 1,017
Thereafter 32,71¢

$ 145,68¢

(a) Includes our 22.81% portion of a $38.3 milliaterest-only secured loan provided by us to théDjoint venture.

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

(2) This amount represents the aggregate differenceeleet our historical cost basis and the basis refeat the joint venture level, which is typici
depreciated over the life of the related asset.
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4. Investments in and Advances to Affiliates— Gdinued

Year Ended December 31,

2011 2010 2009
Income Statements:
Rental and other revenues $ 96,77 $ 115,82t $ 145,
Expenses:
Rental property and other expenses 42,05 54,69t 70,
Depreciation and amortization 25,18¢ 29,94¢ 33,
Interest expense 23,06: 27,18 34,
Total expenses 90,29¢ 111,82 138,
Income before disposition of properties 6,47: 3,99¢ 6,
Gains on disposition of properties — — 2,
Net income $ 6,47 $ 3,99¢ $ 9,
Our share of:
Depreciation and amortization of real estate assets $ 823: % 10,31¢ $ 11,
Interest expense $ 8,07t $ 10,44¢ $ 13,
Net gain on disposition of depreciable properties $ —  $ — 3 !
Net income $ 2,58 $ 1,48: $ 2,
Our share of net income $ 2,58t $ 1,48: $ 2,
Purchase accounting and management, leasing aedfeds adjustments 2,35¢ 2,311 2,
Equity in earnings of unconsolidated affiliates $ 4,93¢ $ 3794 % 5,

The following summarizes additional informationateld to certain of our unconsolidated affiliates:

- Lofts at Weston, LLC

In 2011, we and Ravin Partners, LLC (“Ravin”) fomneofts at Weston, LLC, in which we have a 50.00%nership interest. We contribu
15.0 acres of land at an agreed upon value of $nili&n to this joint venture, and Ravin contriledt$ 1.2 millionin cash and agreed to guarai
the joint venture's development loan. The jointtuem then distributed $ 1.2 million to us and weorgled a gain of $ 0.3 millioon this
transaction. Ravin manages and operates thisyeimure, which is constructing 215 rental residanihits at a total cost of approximatel2$.<
million . Ravin is the developer, manager and legsigent and will receive customary fees from tiet jventure.

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

In 2009, DLF Il sold an office property for grosopeeds of $ 7.1 million and recorded an impairnoiarge of $ 0.5 million We recorded
0.2 million as our proportionate share of this impant charge through equity in earnings of unctidated affiliates.

- Kessinger/Hunter, LLC
Kessinger/Hunter, LLC, which is managed by ourfj@i@nture partner, provides leasing services ttageof our Wholly Owned Properties

Kansas City, MO in exchange for customary fees frosn These services were reduced by us to onlinlpaslated services in 20(
Kessinger/Hunter, LLC received $ 2.1 million , 8 @nillion and $ 0.5 million from us for these se®$ in 2011 , 2010 and 2009 , respectively.
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4. Investments in and Advances to Affiliates —@htinued
- Highwoods DLF 98/29, LLC (“DLF I")

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

In 2011, we provided a $ 38.3 million interest-osbcured loan to DLF | that is scheduled to maitutdarch 2012, which was used to rep
a secured loan before maturity to a third partyl&gnThe loan bears interest at LIBOR plus 500sbpsints , which may be reduced by upb
basis points upon the use of proceeds from thedfatertain assets by the joint venture to repayltan. We recorded $1.3 milliaf interes
income from this loan in interest and other incalueing the year ended December 31, 2011.

In 2009, DLF | sold an office property for grosopeeds of $ 14.8 million and recorded a gain of4brillion . We recorded $ 0.8 millioas
our proportionate share of this gain through equitgarnings of unconsolidated affiliates.

- Des Moines, IA Joint Ventures

In 2010, we sold our equity interests in a serfasneonsolidated joint ventures relating to projsrin Des Moines, IA. The assets in the j
ventures included 1.7 million square feet of offig@&8,000 square feet of industrial and 45,000 ismfieet of retail properties, as well 4%¢
apartment units. In connection with the closing, reeeived $ 15.0 millioiin cash. We had a negative book basis in certathefjoint venture
primarily as a result of prior cash distributionstthe partners. As a result, we recorded gain spadition of investment in unconsolidated affils
of $25.3 million .

- HIW Development B, LLC

In 2011, our joint venture partner exercised iti@pto acquire our 10.0%quity interest in the HIW Development B, LLC joiwnénture
which recently completed construction of a builestot office property in Charlotte, NC. As a reswlie received gross proceeds o4.8 million
and recorded a gain on disposition of investmeniiconsolidated affiliate related to this mercHauntd project of $2.3 million .

- Other Activities

We receive development, management and leasingfdeeservices provided to certain of our joint wemts. These fees are recognize
income to the extent of our respective joint veatpartner's interest. In the years ended Decenfhet@@ 1 , 2010 and 2009 , we recognize?l 15
million , $ 2.7 million and $ 2.1 million respectively, of development, management andngdees from our unconsolidated joint ventures
December 31, 2011 and 2010 , we had receivabl$s.6fmillion and $0.6 million , respectively, raddtto these fees in accounts receivable.

Consolidated Affiliates

The following summarizes our consolidated affilgte
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4. Investments in and Advances to Affiliates —@htinued
- Highwoods-Markel Associates, LLC (“Markel”)

We have a 50.0%wnership interest in Markel. We are the managerlaasing agent for Markel's properties locate®Richmond, VA an
receive customary management and leasing fees.dNsolidate Markel since we are the general paramer control the major operating ¢
financial policies of the joint venture. The orgeational documents of Markel require the entitypéoliquidated through the sale of its assets
reaching December 31, 2100 . As controlling partwez have an obligation to cause this propemying entity to distribute proceeds
liquidation to the noncontrolling interest partrierthese partially owned properties only if the paeiceeds received by the entity from the sa
our assets warrant a distribution as determinethbyagreement. We estimate the value of noncoimgoihterest distributions would have b
approximately $ 14.8 million had the entity beequldated at December 31, 201This estimated settlement value is based onaine/élue of th
underlying properties which is based on a humbeassimptions that are subject to economic and marieertainties including, among oth
demand for space, competition for customers, chamgearket rental rates and costs to operate jagerty. If the entity's underlying assets
worth less than the underlying liabilities on thatal of such liquidation, we would have no obligatim remit anyconsideration to tf
noncontrolling interest holder.

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

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

- Plaza Residential, LLC (“Plaza Residential”)

In 2009, our taxable REIT subsidiary formed thezBl&Residential joint venture with an unrelated yaat develop and sell 139 fale
residential condominiums constructed above a whmlmed office property in Raleigh, NC. We initiathad a 93.0%nterest in Plaza Resident
In 2010, we acquired our partner's 7.0% ownershiprést for $ 0.5 million . During the years enddetember 31, 2011 , 2010 and 2Q08¢
received $ 3.2 million , $ 5.3 million and $ 13.0llion , respectively, in gross proceeds and reedr® 3.5 million , $ 5.0 million and $2.1
million , respectively, of cost of assets sold froondominium sales, including impairment chargeany.

5. Intangible Assets and Liabilities

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

December 31,

2011 2010
Assets:

Deferred financing costs $ 18,04 $ 16,33!
Less accumulated amortization (5,799 (7,03))
12,247 9,30(
Deferred leasing costs (including lease incentare$ acquisition-related intangible assets) 173,69 128,03(
Less accumulated amortization (57,359 (52,329
116,33 75,70!
Deferred financing and leasing costs, net $ 128,58! $ 85,001

Liabilities (in accounts payable, accrued expensesd other liabilities):
Acquisition-related intangible liabilities $ 16,44: $ 733
Less accumulated amortization (97)) (200)
$ 1547C $ 532
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5. Intangible Assets and Liabilities - Continued

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

Year Ended December 31,

2011 2010 2009
Amortization of deferred financing costs $ 331 $ 3,38t $ 2,76(
Amortization of deferred leasing costs and acqoisitelated intangible assets (in depreciation and
amortization) $ 20,98C $ 17,38 $ 15,06«
Amortization of lease incentives (in rental andestrevenues) $ 1,371 % 1,23¢ % 1,11C
Amortization of acquisition-related intangible assg@n rental and other revenues) $ 91t % 531 % 102
Amortization of acquisition-related intangible lities (in rental and other revenues) $ 840) $ 96 $ (94)
The following table sets forth scheduled future dimation of intangible assets and liabilities:
Amortization
of Deferred
Leasing Costs anc Amortization
Acquisition- Amortization of Acquisition-
Related Amortization of Acquisition- Related
Amortization Intangible Assets of Lease Related Intangible
of Deferred (in Depreciation Incentives (in Intangible Assets Liabilities (in
Financing and Rental and Other (in Rental and Rental and Other
Years Ending December 31, Costs Amortization) Revenues) Other Revenues) Revenues)
2012 3,38¢ $ 25,08: $ 1,291 $ 1,05« $ (2,127
2013 2,98: 20,50: 1,13¢ 822 (2,099
2014 2,68: 16,33¢ 972 527 (2,019
2015 2,07: 12,41 752 34z (1,80¢)
2016 704 9,22¢ 57¢ 281 (1,51))
Thereafter 42C 22,09t 2,18¢ 74z (5,919
12,247 $ 105,65 $ 6,917 $ 3,76¢ $ (15,470

The weighted average remaining amortization perfoddeferred financing costs, deferred leasingsasid acquisitiomelated intangibl
assets (in depreciation and amortization), leasenitives (in rental and other revenues), acquisitédated intangible assets (in rental and ¢
revenues) and acquisition-related intangible liiedl (in rental and other revenues) were 3.7 years years, 8.0 years, 5.8 years andy@#rs
respectively, as of December 31, 2011 .
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6. Mortgages and Notes Payable

Our mortgages and notes payable consist of theviolg:

December 31,

2011 2010
Secured indebtedness1)
7.05% mortgage loan due 202 $ —  $ 186,03
5.45% mortgage loan due 204 67,80¢ —
5.18% mortgage loan due 20y 123,61: —
6.03% mortgage loan due 2013 125,26¢ 128,08
5.68% mortgage loan due 2013 110,34: 113,23(
5.17% (6.43% effective rate) mortgage loan due 2615 40,01t 40,19¢
6.88% mortgage loans due 2016 112,07! 113,38t
7.50% mortgage loan due 2016 46,18: 46,66
5.74% to 9.00% mortgage loans due between 2012@1h6ls) (7) (8) 72,64( 74,69
Variable rate construction loan due 2Q42 52,10¢ 52,10¢
750,04 754,39¢
Unsecured indebtedness:
5.85% (5.88% effective rate) notes due 2Qby 391,16¢ 391,04¢
7.50% notes due 2018 200,00( 200,00(
Variable rate term loan due 20t6) 200,00( —
Variable rate term loans due 2011 — 147,50(
Revolving credit facility due 201G2) 362,00( 30,00(
1,153,16. 768,54¢
Total $ 1,903,21. $ 1,522,94!

(1) The secured mortgage loans payable are collatedaliy real estate assets with an aggregate undaeeddook value of approximately $ 1.2 billian
December 31, 20110ur fixed rate mortgage loans generally are eiliveked out to prepayment for all or a portiontteéir term or are prepayable subjec
certain conditions including prepayment penalties.

(2) We have repaid the remaining balance of thas las of December 31, 2011

(3) Includes unamortized fair market premium of $0.4liati as of December 31, 2011

(4) Includes unamortized fair market premium of $5.8iati as of December 31, 2011

(5) Net of unamortized fair market value discount (1.7 million as of December 31, 2011

(6) Includes mortgage debt related to Harborview, ascbdated 20.0% owned joint venture, of $ 21.0 iorlland $ 21.5 million at December 31, 20dric
2010, respectively. See Note 8.

(7) Includes mortgage debt related to Markel, a codatdid 50.0% owned joint venture, of $ 34.0 millmmd $ 35.0 million at December 31, 2011 and 2010
respectively. See Note 10.

(8) Net of unamortized fair market value premium 0.3 million and $ 0.4 million at both December 2011 and 2010

(9) The interest rate is 1.14% at December 31, 2011

(10)Net of unamortized original issuance discount 0.6 million and $ 0.7 million at December 31, 2Gtd 2010 respectively
(11)The interest rate is 2.49% at December 31, 2011

(12)The interest rate is 1.78% on our revolving créatiflity at December 31, 2011
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6. Mortgages and Notes Payable - Continued

The following table sets forth scheduled futurenpipal payments, including amortization, due on cwrtgages and notes payabls
December 31, 2011 :

Years Ending December 31, Principal Amount
2012 $ 85,62¢
2013 245,91°
2014 105,12¢
2015 406,99!
2016 358,48(
Thereafter 701,06¢

In 2011, we obtained a $ 475.0 million unsecuredlréng credit facility, which is scheduled to meguon June 27, 201&nd includes &
accordion feature that allows for an additional $07million of borrowing capacity subject to additional lend@mmitments. Assuming |
defaults have occurred, we have an option to extieadnaturity for an additional year. The intengde at our current credit ratingsLiEBOR plus
150 basis pointand the annual facility fee is 35 basis points. Trtterest rate and facility fee are based on tighd of the publicly announc
ratings from Moody's Investors Service or Stand&arBoor's Ratings Services. We use our revolvinglicrcility for working capital purpos:
and for the shorterm funding of our development and acquisitionvitgtand, in certain instances, the repaymenttbEodebt. Continuing abili
to borrow under the revolving credit facility allsws to quickly capitalize on strategic opportwsitat short-term interest rates. There wag2(
million and $ 148.0 million outstanding under oewolving credit facility at December 31, 2011 anebfuary 1, 2012 respectively. At bol
December 31, 2011 and February 1, 2012 , we ha@ $ndlion of outstanding letters of credit, which reduces dhailability on our revolvin
credit facility. As a result, the unused capacityor revolving credit facility at December 31, 20and February 1, 2012 was $ 112.8 millat
$ 326.8 million , respectively.

In 2011, we repaid the remaining balance of $ 1&4ilRon of a secured mortgage loan bearing inteoé§.05%that was scheduled to mat
in January 2012 and the remaining $ 10.0 millioradhree -year unsecured term loan bearing intefe3t190%that was scheduled to mature
February 2012 . We incurred no penalties relatethése early repayments. We also obtained a $ 280i0n , five -year unsecured bank te
loan bearing interest of LIBOR plus 220 basis poinThe proceeds were used to pay off at maturityl&@7.5 millionunsecured bank term Ic
bearing interest of LIBOR plus 110 basis poinfgy off amounts then outstanding under our remglhcredit facility and for general corpor
purposes.

In 2010, we repaid $ 10.0 million of our $ 20.0lroih , three -year unsecured term loan. Additionalte repaid the $ 5.8 millioremaining
balance outstanding on the mortgage payable sedwyrezlir 96 rental residential units to unencumiesé assets for a planned develop
project. We incurred a penalty of $ 0.6 millionateld to this early repayment, which is includetbss on debt extinguishment.

In 2009, we paid off at maturity $ 50.0 million ahsecured notes bearing interest of 8.125% antedethe remaining $07.2 millior
principal amount of a two-tranched secured loarribganterest of 7.80% . We also obtained a $ 20illion , three year unsecured term lo
bearing interest of 3.90% , a $ 115.0 million , and a half-year secured loan bearing interest&8% and a $ 47.3 million , seveyear secure
loan bearing interest of 7.50% . Lastly, we repasgd $ 8.2 million principal amount of unsecuretesalue March 201Bearing interest 1
5.85% .

We are currently in compliance with the debt covea@and other requirements with respect to ourtaadsng debt.
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6. Mortgages and Notes Payable - Continued

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

The Operating Partnership has $391.2 million cagyamount of 2017 bonds outstanding and $200.0Gomitlarrying amount of 2018 bon
outstanding. The indenture that governs these andstg notes requires us to comply with customargrating covenants and various finan
ratios. The trustee or the holders of at least@5r0principal amount of either series of bonds ceceterate the principal amount of such st
upon written notice of a default that remains ueduafter 60 days.

Capitalized Interest

Total interest capitalized to development projeeés $ 0.6 million , $ 1.4 million and $ 4.6 millidar the years ended December 31, 2011
2010 and 2009 , respectively.

7. Derivative Financial Instruments

In 2011, we entered into six forward-starting, flng-to-fixed interest rate swaps for sevgrar periods each with respect to an aggregi
$225.0 million LIBORbased borrowings associated with forecasted issuahdebt. These swaps effectively fix the undedyLIBOR rate at
weighted average of 1.678%The counterparties under the swaps are majondia&institutions. These swaps have been desigredeand a
being accounted for as cash flow hedges with ctaimgéair value recorded in other comprehensiveine each reporting period. No gain or
was recognized related to hedge ineffectiveness amounts excluded from effectiveness testing umcash flow hedges during the year er
December 31, 2011 .

Amounts reported in accumulated other comprehensigeme related to derivatives will be reclassified interest expense as inte
payments are made on our variable-rate debt. Duliegnext year, we estimate that $2.4 milligitl be reclassified as an increase to inte
expense.

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

Fair Value as of December 31,

2011 2010
Liability Derivatives:
Derivatives designated as cash flow hedges in othiabilities:
Interest rate swaps $ 2,20z $ =

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

Year Ended December 31,
2011 2010 2009

Derivatives Designated as Cash Flow Hedges:
Amount of unrealized gain/(loss) recognized in AOClon derivatives (effective portion):
Interest rate swaps $ (2,202) $ — 3 937

Amount of loss/(gain) reclassified out of AOCL intocontractual interest expense (effective
portion):

Interest rate swaps $ (118) $ 237 $ (249
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8. Financing Arrangements

Our financing obligations consist of the following:

December 31,

2011 2010
Harborview financing obligation $ 17,08¢ $ 17,61¢
Tax increment financing bond 13,06¢ 14,25¢
Capitalized ground lease obligation 1,294 1,24(
Total $ 31,44:  $ 33,11«

Harborview

Our joint venture partner in Harborview has thétitp put its 80.0%quity interest in the joint venture to us in exoye for cash at any tir
during the one-year period commencing Septembe2d14 . The value of the 80.084uity interest will be determined at the time that partne
elects to exercise its put right, if ever, basedrufne then fair market value of Harborview LP'seds and liabilities, less 3.0%wvhich amount we
intended to cover the normal costs of a sale tciitsa Because of the put option, this transact®accounted for as a financing transac
Accordingly, the assets, liabilities and operatioetated to Harborview Plaza, the office propertyned by Harborview LP remain in ¢
Consolidated Financial Statements.

As a result, we initially established a gross ficiag obligation equal to the $12.7 milli@guity contributed by the other partner. Duringh
period, we increase the gross financing obligafmm80.0% of the net income before depreciation of Harborvielaza, which is recorded
interest expense on financing obligation, and desrahe gross financing obligation for distributanade to our joint venture partner. At the
of each reporting period, the balance of the gfosmcing obligation is adjusted to equal the geeatf the initial financing obligation or t
current fair value of the put option, which is reded as a valuation allowance. The valuation alloseais amortized on a straiglime basi:
prospectively through September 2014 as intergsérese on financing obligation. The fair value of thut option was $6.2 million arfsfl0.z
million at December 31, 2011 and 201@spectively. We continue to depreciate Harbavaza and record all of the depreciation on moks
At such time as the put option expires or is otheewerminated, we will record the transaction asudial sale and recognize gain accordingly.

Tax Increment Financing Bond

In connection with tax increment financing for ctrmstion of a parking garage, we are obligatedayp fixed special assessments over a 20
year period ending in October 31, 2019 . The nesgnmt value of these assessments, discounted @iXBinterest rate on the underlying bc
financing, is recorded as a financing obligatione Véceive special tax revenues and property taatestrecorded in interest and other incc
which are intended, but not guaranteed, to profuthels to pay the special assessments. We acquieedriderlying bond, which is recordec
prepaid and other assets, in a privately negotigtetsaction in 2007For additional information about this tax increrh@nancing bond, see N¢
11.

Capitalized Ground Lease Obligation

The capitalized ground lease obligation representsbligation to the lessor of land on which westaicted a wholly owned office propel
We are obligated to make fixed payments to theoledsough October 31, 2022The lease provides for fixed price purchase ogtio the nint
and tenth years of the lease. We initially recorttedland and associated financing obligation atrtet present value of the fixed rental paymr
and purchase option through the ninth year atribeption of the lease using a discount rate of%.10he liability accretes as interest expe
until it equals the amount of the purchase option.
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9. Commitments and Contingencie
Operating Ground Leases

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

ground leases was $1.4 million , $1.5 million add6$million for the years ended December 31, 202010 and 2009 , respectively.

The following table sets forth our scheduled oldiiyas for future minimum payments on operating gmbleases at December 31, 2011 :

Minimum
Years Ending December 31, Payments

2012 $ 1,324
2013 1,34%
2014 1,36¢
2015 1,38¢
2016 1,41%
Thereafter 31,52¢

$ 38,36:

Lease and Contractual Commitments

We have approximately $59.8 million of lease and contractual commitmesttecember 31, 2011Lease and contractual commitme
represent commitments under signed leases andactsfor operating properties (excluding terfamded tenant improvements) and contract
development/redevelopment projects, of which $@ilBon was recorded on the Consolidated BalanceeSht December 31, 2011 .

Des Moines Joint Ventures

As of the closing date of the 2010 disposition of mterests in the Des Moines, IA joint venturi joint ventures had approximat&ly70.(
million of secured debt, which was noeeourse to us except in the case of customarypéinos pertaining to matters such as misuse ofj
borrower bankruptcy, unpermitted transfers, envirental conditions and material misrepresentatiéfes have no ongoing lender liability relat
to such customary exceptions to n@course liability with respect to most, but ndf af the debt. The buyer has agreed to indemnify laold u:
harmless from any and all future losses that wées@s a result of our prior investment in the joientures, except for losses directly resu
from our acts or omissions. In the event we areegg to any such future loss, our financial coaditind operating results would not be adve
affected unless the buyer defaults on its indercatifon obligation.

Rent Guarantees

In connection with the disposition of six indusknmoperties in Piedmont Triad, NC in the secondrtgr of 2010, we entered into a limi
rent guarantee agreement with the buyer relatirantexisting 237,500 square foot lease with onéoawsr, who has leased space in the prop
for 14 years. This agreement guarantees the payofigant for an approximate twygear period from March 2011 through June 2013 endhen
the customer exercises its limited termination tigks of December 31, 201lour maximum exposure under this rent guaranteeeagent we
approximately $0.3 million . No accrual was recarder this guarantee because we have concludeé tloas was not probable.
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9. Commitments and Contingencies €ontinued
DLF | Obligation

At the formation of DLF I, the amount our partnentributed in cash to the venture and subsequeligtyibuted to us was determined tc
$7.2 million in excess of the amount required baseds ownership interest and the agrepdn value of the real estate assets. We are esljte
repay this amount over 14 years, beginning in itts¢ duarter of 1999 . The $7.2 million was disctathto net present value of $3.8 milliosing ¢
discount rate of 9.62% specified in the agreem@ayments of $0.6 million were made in each of thary ended December 31, 2011 , 2640
2009 . The balance at December 31, 2011 and 208®®& million and $1.2 millionrespectively, which is included in accounts pdgahccrue
expenses and other liabilities.

Environmental Matters

Substantially all of our irservice and development properties have been detjgo Phase | environmental assessments and,riain
instances, Phase Il environmental assessments.a8aelBsments and/or updates have not revealedienae aware of, any environmental liab
that we believe would have a material adverse effeour Consolidated Financial Statements.

Litigation, Claims and Assessments

We are from time to time a party to a variety ajdkproceedings, claims and assessments arisitiggiordinary course of our business.
regularly assess the liabilities and contingentiesnnection with these matters based on thetlatEmmation available. For those matters wi
it is probable that we have incurred or will in@itoss and the loss or range of loss can be reblgoestimated, the estimated loss is accruec
charged to income in our Consolidated Financiategtants. In other instances, because of the umuggtarelated to both the probable outci
and amount or range of loss, a reasonable estiohditbility, if any, cannot be made. Based on thierent expected outcome of such matters,
of these proceedings, claims or assessments istexb® have a material effect on our businesanfiral condition, results of operations or ¢
flows.

10. Noncontrolling Interests
Noncontrolling Interests in Consolidated Affiliates

At December 31, 2011 , noncontrolling interestsconsolidated affiliates relates to our joint vestyrartner's 50.0%nterest in offic
properties located in Richmond, VA. Our joint vatpartner is an unrelated third party.

11. Disclosure About Fair Value of Financial Instrument

The following summarizes the three levels of inphest we use to measure fair value, as well as$isets and liabilities that we recogniz
fair value using those levels of inputs.

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

Our Level 1 assets are investments in marketalderisies that we use to pay benefits under our qualified deferred compensation pl
Our Level 1 liability is our non-qualified deferredmpensation obligation.

Level 2.0bservable inputs other than Level 1 prices, sschumted prices for similar assets or liabilitiggpted prices in markets that are
active; or other inputs that are observable orloarorroborated by observable market data for anbatly the full term of the related asset:
liabilities.

Our Level 2 liabilities are interest rate swapst thare outstanding at December 31, 20Hose fair value is determined using the me
standard methodology of netting the discountedréufixed cash receipts and the discounted expe@ddble cash payments. The variable
payments are based on the expectation of futueedst rates (forward curves) derived from obsemadket interest rate curves. In addition, ci
valuation adjustments are incorporated in theviaiues to account for potential nonperformance. risk
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11. Disclosure About Fair Value of Financial Instrument —Continued
Level 3.Unobservable inputs that are supported by litla@market activity and that are significant to thie value of the assets or liabilitir

Our Level 3 assets are our tax increment finanbiogd, which is not routinely traded but whose faitue is determined using the incc
approach to estimate the projected redemption adsed on quoted bid/ask prices for similar unrateahicipal bond and real estate assets
for-sale residential condominiums recorded at ¥ailue on a nomecurring basis as a result of our quarterly impeaint analyses, which we
valued using broker opinion of value and substtedidy internal cash flow projections.

The following tables set forth the assets and lités that we measure at fair value by level witktie fair value hierarchy. We determine
level based on the lowest level of substantive iysed to determine fair value.

Level 1 Level 2 Level 3
Quoted Prices
in Active
Markets for Significant Significant
December 31, Identical Assets Observable Unobservable
2011 or Liabilities Inputs Inputs
Assets:
Marketable securities of non-qualified deferred pemsation plan (in prepaid
expenses and other assets) $ 3,14¢  $ 3,14¢  $ — % —
Tax increment financing bond (in prepaid expensesather assets) 14,78¢ — — 14,78¢
Impaired real estate assets and for-sale residienti@ominiums 12,767 — — 12,767
Total Assets $ 30,70¢ % 3,14¢ — $ 27,55t
Liabilities:
Interest rate swaps $ 2,20z % — 3 220z $ —
Non-qualified deferred compensation obligationgatounts payable, accrued
expenses and other liabilities) 3,14¢ 3,14¢ — —
Total Liabilities $ 5351 $ 3,14¢  $ 2,20z $ —
Level 1 Level 3
Quoted Prices
in Active
Markets for Significant
December 31, Identical Assets Unobservable
2010 or Liabilities Inputs
Assets:
Marketable securities of non-qualified deferred pemsation plan (in prepaid expenses and othersjs$§et 3,47¢  $ 3,47¢ % —
Tax increment financing bond (in prepaid expensesather assets) 15,69¢ — 15,69¢
Total Assets $ 19,17¢  $ 3,47¢ % 15,69¢
Liability:
Non-qualified deferred compensation obligationgatounts payable, accrued expenses and other
liabilities) $ 4,091 $ 4,091 $ —
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11. Disclosure About Fair Value of Financial Instrument —Continued

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

December 31,

Asset:
Tax Increment Financing Bond:
Beginning balance $
Principal repayment
Unrealized gain/(loss) (in AOCL)

Ending balance $

2011 2010
15,69¢ $ 16,87:
(1,148) (995)

234 177
14,78¢  $ 15,69¢

In 2007, we acquired a tax increment financing baaslociated with a parking garage developed byrhis. bond amortizes to maturity
2020 . The estimated fair value at December 311204s $2.3 million below the outstanding princigak on the bond. If the yield-toaturity
used to fair value this bond was 100 basis poiigkdr or lower, the fair value of the bond would/édeen $0.6 million lower d80.6 millior
higher, respectively, as of December 31, 20Currently, we intend to hold this bond and hasaaluded that we will not be required to sell
bond before recovery of the bond principal. Paynudrihe principal and interest for the bond is gueed by us and, therefore, we have recc
no credit losses related to the bond in the yeade@ December 31, 2011 and 2QIThere is no legal right of offset with the liatyi| which we

report as a financing obligation, related to this increment financing bond.

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

Carrying Amount Fair Value

December 31, 2011

Mortgages and notes receivable $ 18,60 $ 18,99(
Mortgages and notes payable $ 1,903,21. $ 1,992,93
Financing obligations (including Harborview finangiobligation) $ 3144 % 18,86¢
December 31, 2010

Mortgages and notes receivable $ 19,04 $ 19,09:
Mortgages and notes payable $ 1,52294" $ 1,581,51!
Financing obligations (including Harborview finangiobligation) $ 33,11« % 23,88(

The carrying values of our cash and cash equivaleestricted cash, accounts receivable, marketsdtarities of nomualified deferre
compensation plan, tax increment financing bond-quaalified deferred compensation obligation and momiolling interests in the Operati
Partnership are equal to or approximate fair valtlee fair values of our mortgages and notes rebéyanortgages and notes payable
financing obligations were estimated using the imemr market approaches to approximate the prigewbuld be paid in an orderly transac

between market participants on the respective meamnt dates.
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12. Equity
Common Stock Offerings

In 2011, the Company entered into equity salesemgeats with various financial institutions to offard sell, from time to time, shares o
Common Stock by means of ordinary brokers' trafsaston the New York Stock Exchange or otherwismaitket prices prevailing at the time
sale, at prices related to prevailing market pricesit negotiated prices or as otherwise agreeld arity of the institutions. During 2011the
Company issued 378,200 shares of Common Stock these agreements at an average price of $3@08hare raising net proceeds, after :
commissions and expenses, of $13.1 million .

In 2009, the Company sold 7.0 million shares of Gmm Stock for net proceeds of $144.1 million .
Common Unit Distributions

Distributions declared and paid per Common Unitraggted $1.70 for each of the years ended Dece®ih@011 , 2010 and 2009 .
Redeemable Common Units

The Operating Partnership is obligated to redeech &edeemable Common Unit at the request of théendhereof for cash equal to
value of one share of Common Stock based on theigeef the market price for the 10 trading daysiediately preceding the notice date of ¢
redemption, provided that the Company at its opti@y elect to acquire any such Redeemable Commadtrptésented for redemption for cast
one share of Common Stock. When a holder redeeRedaemable Common Unit for a share of Common Stodash, the Comparg/’share i
the Operating Partnership will be increased. Them@on Units owned by the Company are not redeemable.
Preferred Units

In 2011, we redeemed the remaining 2.1 milliomstanding 8.0% Series B Cumulative Redeemabléeffee Units for an aggreg:
redemption price of $52.5 million , excluding acedudistributions. In connection with this redempfithe $1.9 millionexcess of the redempti

cost over the net carrying amount of the redeenmétd was recorded as a reduction to net incomdablaifor common unitholders.

The following table sets forth our Preferred Units:

Annual
Number of Liquidation Optional Distributions
Units Carrying Preference Redemption Payable
Preferred Unit Issuances Issue Date Outstanding Value Per Unit Date Per Unit
(in thousands)
December 31, 2011
8.625% Series A Cumulative Redeemable 2/12/1997 29 $ 29,077 $ 1,00( 2/12/2027 $ 86.2¢
December 31, 2010
8.625% Series A Cumulative Redeemable 2/12/1997 28 $ 29,090 $ 1,00 2/12/2027  $ 86.2¢F
8.000% Series B Cumulative Redeemable 9/25/1997 2,10 $ 52,500 $ 25 9/25/2002  $ 2.0C
Warrants

Warrants to acquire Common Stock were issued irv 2981 1999 in connection with property acquisitiddpon exercise of a warrant,
Company will contribute the exercise price to thpe@ting Partnership in exchange for Common Ufiiterefore, the Operating Partners
accounts for such warrants as if issued by the @ipey Partnership. In 2011 , 2010 and 2009 , theme no warrants exercised. Becember 3:
2011 and 2010, there were 15,000 warrants outistgudth an exercise price of $32.50 . These wdsr&ave no expiration date.
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13. Employee Benefit Plan
Officer, Management and Director Compensation Progams

The officers of the Company, which is the sole gahpartner of the Operating Partnership, partigpa an annual noaguity incentiv:
program whereby they are eligible for incentivercpayments based on a percentage of their annsaldadary. Each officer has a target an
non-equity incentive payment percentage that rafiges 30% to 130% of base salary depending on ffieeo's position. The officels actue
incentive payment for the year is the product eftdrget annual incentive payment percentage tanfpsrformance factor,which can range fro
zero to 200%. This performance factor depends upon the relghipnbetween how various performance criteria campeith predetermine
goals. For an officer who has division respondib#i, goals for certain performance criteria arseldapartly on the divisios’actual performan:
relative to that divisiors established goals and partly on actual totaloperdnce. Incentive payments are accrued and exppémsbe year earn
and are generally paid in the first quarter offdiwing year.

Certain other employees participate in an annuatetity incentive program whereby a target annughdacentive payment is establis|
based upon the job responsibilities of their positilncentive payment eligibility ranges from 10% 30% of annual base salary. The ac
incentive payment is determined by our overall menfance and the individualperformance during each year. These incentivenpats are als
accrued and expensed in the year earned and ageaffgrpaid in the first quarter of the followingar.

The Company's officers generally receive annuattgraf stock options and restricted stock on ouabarch 1 of each year. Restricted st
grants are also made annually to directors andicesther employees. Dividends received on restlistock are nofoerfeitable and are paid at 1
same rate and on the same date as on shares of @o®twck. Dividends paid on subsequently forfedbdres are expensed. Additional t
return-based restricted stock may be issued atrdeof the thregear periods if actual performance exceeds celtaigls of performance. Su
additional shares, if any, would be fully vestedewhssued. No expense is recorded for additioreeshof total returipased restricted stock tl
may be issued at the end of the thyeer period since that possibility is already retiéel in the grant date fair value. The followingléasets fort
the number of shares of Common Stock reservedifard issuance:

December 31,

2011 2010
Outstanding stock options and warrants 1,224,45! 1,495,191
Possible future issuance under equity incentivapla 2,363,69! 2,642,620

3,588,15! 4,137,811

Of the possible future issuance under equity ingemlans at December 31, 2011 , no more than @liomcan be in the form of restrict
stock. At December 31, 2011 , the Company had 121l#®n remaining shares of Common Stock authatimebe issued under our charter.

During the years ended December 31, 2011 , 20102808 , we recognized $6.1 million , $6.6 millionda$6.6 million, respectively, ¢
share-based compensation expense. Because REI@satyedo not pay income taxes, we do not reakizeltenefits on shafdeased payments.
December 31, 2011 , there was $5.6 million of totalecognized shateased compensation costs, which will be recognest vesting perioc
that have a weighted average remaining term of@ats.

- Stock Options

Stock options issued prior to 2005 vest ratablyrdear years and remain outstanding forydars. Stock options issued beginning in 2
vest ratably over a four -year period and remaitstanding for sevegears. The value of all options as of the daterafgis calculated using t
Black-Scholes option-pricing model and is amortipeeér the respective vesting or service period. fhlirevalues of options granted during 2011
2010 and 2009 were $6.47 , $4.96 and $1.8%pectively, per option. The fair values of tpions granted were determined at the grant
using the following assumptions:
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13. Employee Benefit Plans Continued

2011 2010 2009
Risk free interest ratg) 2.4% 2.€% 2.2%
Common stock dividend yield) 5.C% 5.¢% 9.C%
Expected volatility3) 32.5% 32.2% 29.%
Average expected option life (years) 5.7t 5.7t 5.7t

(1) Represents the interest rate as of the grant geltéSotreasury bonds having the same life as theatgd life of the option gran
(2) The dividend yield is calculated utilizing the diends paid for the previous ogear period and the per share price of Common Stadke date of grat
(3) Based on the historical volatility of Common Stamler a period relevant to the related stock opgiamt

(4) The average expected option life is based on alysis@f the Company's historical d:

The following table sets forth stock option actjvit

Options Outstanding

Weighted
Number of Average Exercise
Shares Price
Balance at December 31, 2008 1,489,251 $ 28.7¢
Options granted 394,04 19.0C
Options cancelled (111,590 27.6F
Options exercised (303,93) 24.1¢
Balances at December 31, 2009 1,467,77. 27.1¢
Options granted 190,82¢ 29.0¢t
Options exercised (178,409 22.5¢
Balances at December 31, 2010 (2) 1,480,191 27.9¢
Options granted 146,58: 33.9:¢
Options exercised (417,32) 26.7¢
Balances at December 31, 2011 120945 $ 29.0¢

(1) The outstanding options at December 31, 2011 haelighted average remaining life of 3&ars

(2) The Company has 646,029 options exercisable atrbleee31, 2011 with weighted average exercise @mick31.01 , weighted average remaining life2of
years and intrinsic value of $1.1 million . Of thesxercisable options, 252,2h&d exercise prices higher than the market priceunfCommon Stock
December 31, 2011 .

Cash received or receivable from options exercigasl $11.9 million , $4.4 million and $7.4 millioorfthe years ended December 31, 2011
2010 and 2009 , respectively. The total intrinsadue of options exercised during the years endeze@béer 31, 2011 , 2010 and 2009 W&
million , $1.7 million and $2.0 million , respectly. The total intrinsic value of options outstamgliat December 31, 2011 , 2010 and 2029
$3.3 million , $7.2 million and $10.3 millionrespectively. The Company generally does not fieihe net cash settlement of exercised <
options, but does permit net share settlementrsp & the shares received are held for at leasyesre The Company has a policy of issuing
shares to satisfy stock option exercises.
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13. Employee Benefit Plans Continued
- Time-Based Restricted Stock

Shares of time-based restricted stock issued foeoff and employees generally vest 26f6the first, second, third and fourth anniver
dates, respectively. Shares of time-based resiritteck issued to directors generally vest 2Z5%January 1 of each successive year after the
date. The value of grants of tinbesed restricted stock is based on the market wl@®mmon Stock as of the date of grant and isrtizeal tc
expense over the respective vesting or servicegeri

The following table sets forth time-based restdctéock activity:

Weighted
Average Grant
Number of Shares  Date Fair Value

Restricted shares outstanding at December 31, 2008 329,79 $ 34.21
Awarded and issued) 128,38 19.3¢
Vested(2) (132,779 33.3¢
Forfeited (9,326 31.2¢
Restricted shares outstanding at December 31, 2009 316,07: 28.6(
Awarded and issued) 88,93( 29.0¢
Vested(2) (138,74Y 31.81
Forfeited (1,939 25.8¢
Restricted shares outstanding at December 31, 2010 264,32t 27.0¢
Awarded and issued) 76,96¢ 33.7(
Vested(2) (116,63) 30.6¢
Restricted shares outstanding at December 31, 2011 224,66.  $ 28.0z

(1) The fair value at grant date of time-based resticitock issued during the years ended Decemb&031l, , 2010 and 2009 was $2.6 millio$2.6 millior
and $2.5 million , respectively.

(2) The vesting date fair value of time-based restiist®ck that vested during the years ended Dece@ihe2011 , 2010 and 2009 was $3.9 milliéi#,3 millior
and $2.9 million , respectively.

- Total Return-Based Restricted Stock

During 2011 , 2010 and 2009 , we issued sharestalf teturn-based restricted stock to officers thiéitvest from zero to 250%ased on (:
our absolute total returns for the three-year misriended December 31, 2012 , 2013 and 20#&4pectively, relative to defined target retuans
(2) whether the Company's total return exceedsatteeage total returns of a selected group of peempanies. The grant date fair value of ¢
shares of total return-based restricted stock vedsrohined to be $41.02 , $29.05 and $15.0éspectively, of the market value of a shar
Common Stock as of the grant date and is amortized the respective three-year period. The faiueslof the total returbased restricted sta
granted were determined at the grant dates usinéptlowing assumptions:
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13. Employee Benefit Plans Continued

2011 2010 2009
Risk free interest ratg) 1.C% 1.2% 1.2%
Common stock dividend yield) 5.4% 5.€% 7.€%
Expected volatility3) 42.&% 42.5% 37.€%

(1) Represents the interest rate as of the grant datéSotreasury bonds having the same life as thmatd life of the total returbased restricted stock grai
(2) The dividend yield is calculated utilizing the diends paid for the previous ogear period and the per share price of Common Siadke date of grau

(3) Based on the historical volatility of Common Stamler a period relevant to the related total retomsed restricted stock gre

The following table sets forth total return-based ather types of performance-based restrictedkstotivity:

Weighted

Number of Average Grant

Shares Date Fair Value

Restricted shares outstanding at December 31, 2008 151,34: $ 33.3¢
Awarded and issued) 127,59: 15.01
Vested(2) (68,929 32.6¢
Forfeited (7,232 34.1¢
Restricted shares outstanding at December 31, 2009 202,77! 22.0t
Awarded and issued) 77,62« 29.0¢
Vested(2) (47,257 38.5(
Forfeited (1,307%) 22.9¢
Restricted shares outstanding at December 31, 2010 231,83! 21.0¢
Awarded and issued) 57,38¢ 41.02
Vested(2) (66,417 13.7¢
Forfeited/cancelled (99,97 13.7¢
Restricted shares outstanding at December 31, 2011 122,82¢ % 34.8¢

(1) The fair value at grant date of total return-basestricted stock issued during the years ended ibeee31, 2011 , 2010 and 2009 was $2.4 milli®2.;
million and $1.9 million , respectively. There were performance-based restricted stock issued qubseto 2008.

(2) The vesting date fair value of total return-based ather types of performance-based restrictedkstuat vested during the years ended December(1l, 2
2010 and 2009 was $2.0 million , $1.6 million ar&d6bmillion , respectively.

Retirement Plan

The Company has adopted a retirement plan appddaball employees, including officers, who, at thme of retirement, have at lea3
years of continuous qualified service or are astldsh years old and have at leastyBars of continuous qualified service. Subject doagct
retirement notice and execution of a mmmpete agreement with us, eligible retirees atélexh to receive a pro rata amount of the an
incentive payment earned during the year of retietnStock options and restricted stock grantetheyCompany to such eligible retiree du
his or her employment would be nforfeitable and vest according to the terms of rtlegiginal grants. For employees who meet the agl
service eligibility requirements, 100% of their amhgrants are deemed fully vested at the gramt dat
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13. Employee Benefit Plans Continued
Deferred Compensation

The Company has a naqualified deferred compensation plan pursuant tkwkach officer and director could elect to defgrortion of thei
base salary and/or annual neqguity incentive payment (or director fees) whick avested in unrelated mutual funds. These imwests ar
recorded at fair value which aggregated $3.1 nmilémd $3.5 million at December 31, 2011 and 20déspectively, and are included in prej
expenses and other assets, with an offsetting refferompensation liability recorded in accountsgtde, accrued expenses and other liabil
Such deferred compensation is expensed in thecpbedmed by the officers and directors. Deferredwts ultimately payable to the officers .
directors are based on the value of the relateduahdfuind investments. Accordingly, changes in ttaug of the marketable mutual fu
investments are recorded in interest and othemiecand the corresponding offsetting changes ird#ierred compensation liability are recor
in general and administration expense. As a rethdte is no effect on our net income subsequettiddime the compensation is deferred
fully funded. Prior to 2006, as part of the ngualified deferred compensation plan, officers dirdctors could elect to defer cash compens
for investment in units of phantom stock. At thedesf each calendar quarter, any person who defaoegpensation into phantom stock !
credited with units of phantom stock at a 18%count. Dividends on the phantom units were assuto be issued in additional units of phan
stock at a 15%liscount. By the terms of the plan, the cash vafual phantom stock outstanding under the plan reas/ested in unrelated mut
funds as of December 31, 2011.

The following table sets forth the Company's deférrompensation liability:

Years Ended December 31,

2011 2010 2009
Beginning deferred compensation liability $ 4,091 $ 6,89¢ $ 6,522
Contributions to deferred compensation plans 54& 22¢ —
Mark-to-market adjustment to deferred compensati@meral and administrative expense) (119 24¢€ 1,497
Distributions from deferred compensation plans (1,36¢) (3,2872) (1,123
Total deferred compensation liability $ 314¢  § 4091 $ 6,89¢

401(k) Savings Plan

We have a 401(k) savings plan covering substaptillemployees who meet certain age and employrcrietia. We contribute amounts
each participant at a rate of 75% of the employeeistribution (up to 6% of each employee’sweekly salary and cash incentives subje:
statutory limits). During the years ended Decen#der2011 , 2010 and 2009 , we contributed $1.lionill $1.0 million and $1.0 million
respectively, to the 401(k) savings plan. The asskthis qualified plan are not included in oumGolidated Financial Statements since the &
are not owned by us. Administrative expenses opthe are paid by us.

Employee Stock Purchase Plan

The Company has an Employee Stock Purchase Plangnirto which employees generally may contribptéou25%o0f their base and annt
non-equity incentive compensation for the purch@ls€ommon Stock. At the end of each threenth offering period, the contributions in e
participant's account balance, which includes aatidividends, is applied to acquire shares of ComBtock at a cost that was calculated du
2011 at 85% of the average closing price on the Nevk Stock Exchange on the five days precedingldseday of the quarter and durigg1(C
and 2009 at 85%f the lower of the average closing price on thevN@rk Stock Exchange on the five consecutive dagseding the first day
the quarter or the five days preceding the lastafathe quarter. In the years ended December 311 2010 and 2009the Company issu
30,826 , 27,378 and 37,28Rares, respectively, of Common Stock under thel&mep Stock Purchase Plan. The discount on newlyeid share
is expensed by us as additional compensation agiegagted $0.2 million , $0.1 million and $0.3 natiiin the years ended December 31, 2011
2010 and 2009 , respectively.
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14. Comprehensive Income and Accumulated Other Comprehesive Los:

Comprehensive income represents net income plushiueges in certain amounts deferred in accumulattezl comprehensive loss relate

hedging activities and changes in fair market vatfean available fosale security. The following table sets forth themponents ¢
comprehensive income:

Year Ended December 31,

2011 2010 2009

Net income $ 48,03: $ 72,27¢  $ 61,64(
Other comprehensive income:

Unrealized gain/(loss) on tax increment financiogd 234 a77) 293

Unrealized gains/(losses) on cash flow hedges (2,2072) — 937

Amortization of settled cash flow hedges (11¢) 237 (249)

Sale of cash flow hedge related to dispositiomeéstment in unconsolidated affiliate — 10z —

Total other comprehensive income/(loss) (2,08¢) 162 981

Total comprehensive income $ 45,94t $ 72,43¢  $ 62,62

Accumulated other comprehensive loss representsicermounts deferred related to hedging activiied an available fasale security. Tt
following table sets forth the components of acclated other comprehensive loss:

December 31,

2011 2010
Tax increment financing bond $ (2,309 $ (2,549
Settled and outstanding cash flow hedges (3,42¢) (1,105
$ (5,739 $ (3,64¢)
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15. Rental and Other Revenues; Rental Property and OtheExpense:

Our real estate assets are leased to customers opeating leases. The minimum rental amounts utideleases are generally subjec
scheduled fixed increases. Generally, the leasesrafjuire that the customers reimburse us foeas®s in certain costs above the heasa-cost:
The following table sets forth rental and otheremewes from continuing operations:

Year Ended December 31,

2011 2010 2009
Contractual rents, net $ 420,28! $ 398,22 $ 392,36(
Straight-line rental income, net 12,82¢ 11,34¢ 3,64¢
Amortization of lease incentives (1,379 (1,239 (2,100
Property operating expense recoveries, net 36,10¢ 41,73¢ 44,46:
Lease termination fees 2,44: 2,997 1,81<
Fee income 5,571 5,46¢ 5,15¢
Other miscellaneous operating revenues 6,991 2,59¢ 1,68¢

$ 482,85. $ 461,12t  $ 448,01¢

The following table sets forth scheduled future imum base rents to be received from customersefigds in effect at December 31, 260drl
the Wholly Owned Properties:

2012 $ 448,42(
2013 409,45!
2014 352,74
2015 297,85¢
2016 247,28
Thereafter 809,04

$ 2,564,80!

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

Year Ended December 31,

2011 2010 2009
Utilities, insurance and real estate taxes $ 97,12¢ % 90,47¢  $ 90,64¢
Maintenance, cleaning and general building 61,70( 56,871 55,84(
Property management and administrative expenses 11,62« 11,20:¢ 11,70z
Other miscellaneous operating expenses 5,66¢ 4,72( 3,30¢

$ 176,12. $ 163,27¢ $ 161,49¢
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16. Discontinued Operations

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

Year Ended December 31,

2011 2010 2009
Rental and other revenues $ 159 $ 3627 $ 11,29:
Operating expenses:
Rental property and other expenses 57C 1,40¢ 4,26°
Depreciation and amortization 127 744 2,231
Impairment of assets held for use = = 10,96+
Total operating expenses 697 2,15(C 17,45¢
Interest expense — — 67
Other income 1 2 3
Income/(loss) from discontinued operations 897 1,47¢ (6,230)
Net gains/(losses) on disposition of discontinupdrations 2,57¢ (86) 21,46¢
Total discontinued operations $ 3470 $ 1,39 $ 15,23¢
Carrying value of assets held for sale and assédgizat qualified for discontinued operations dgrthe
year $ 15,26: $ 42,13: % 97,457
The following table sets forth the major classeassfets and liabilities of the properties heldsfae:
December 31,
2011 2010
Assets:
Land $ —  $ 2,78¢
Buildings and tenant improvements — 12,707
Land held for development — 4,53¢
Accumulated depreciation — (5,019
Net real estate assets — 15,01¢
Accrued straight line rents receivable — 57
Deferred leasing costs, net — 257
Prepaid expenses and other assets — 43
Real estate and other assets, net, held for sale $ — % 15,37¢
Tenant security deposits, deferred rents and adaastg1) $ — % 11

(1) Included in accounts payable, accrued expensestherd liabilities
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17. Earnings Per Unit

The following table sets forth the computation esiz and diluted earnings per unit:

Year Ended December 31,

2011 2010 2009
Earnings per common unit - basic:
Numerator:
Income from continuing operations $ 4456. $ 70,88: $ 46,40
Net (income) attributable to noncontrolling inteee consolidated affiliates from continuing opgeras (755) (485) (11)
Distributions on Preferred Units (4,557%) (6,70¢) (6,70%)
Excess of preferred unit redemption/repurchaseagest carrying value (1,89 — —
Income from continuing operations available for coom unitholders 37,35¢ 63,69( 39,68
Income from discontinued operations available fammon unitholders 3,47( 1,39 15,23¢
Net income available for common unitholders $ 40,82¢ $ 65,08: $ 54,92!
Denominator:
Denominator for basic earnings per Common Unit igived average uni(g) (2) 75,64+ 74,97 71,59:
Earnings per common unit - basic:
Income from continuing operations available for coom unitholders $ 04¢ % 08 % 0.5€
Income from discontinued operations available fammon unitholders 0.0t 0.0z 0.21
Net income available for common unitholders $ 054 % 087 $ 0.77
Earnings per common unit - diluted:
Numerator:
Income from continuing operations $ 4456: $ 70,88: $ 46,40¢
Net (income) attributable to noncontrolling inteeem consolidated affiliates from continuing opéras (755) (485) (12)
Distributions on Preferred Units (4,557%) (6,70¢) (6,70¢)
Excess of preferred unit redemption/repurchaseagest carrying value (1,89%) — —
Income from continuing operations available for coom unitholders 37,35¢ 63,69( 39,68¢
Income from discontinued operations available fimmon unitholders 3,47( 1,39¢ 15,23¢
Net income available for common unitholders $ 40,82¢  $ 65,08: $ 54,92:
Denominator:
Denominator for basic earnings per Common Unit gived average units) (2) 75,644 74,97 71,59:
Add:
Stock options using the treasury method 13¢€ 19¢ 78
Denominator for diluted earnings per Common Uradjusted weighted average units and assumed caong!
(1) 75,78( 75,16¢ 71,67(
Earnings per common unit - diluted:
Income from continuing operations available for coom unitholders $ 04¢ % 0.8 % 0.5€
Income from discontinued operations available fammon unitholders 0.0t 0.0z 0.21
Net income available for common unitholders $ 054 $ 087 $ 0.71

(1) There were 0.4 million , 0.7 million and 1.0 milieptions outstanding during the years ended Deee®ib, 2011 , 2010 and 200%espectively, that we
not included in the computation of diluted earnipgs unit because the impact of including suchamstiwould be anti-dilutive

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

Our Consolidated Financial Statements include phexations of the Comparg/taxable REIT subsidiary, which is not entitledhe dividend
paid deduction and is subject to federal, statelacal income taxes. The taxable REIT subsidiary ¢tygerated at a cumulative taxable loss thr
December 31, 2011 of approximately $5.3 million dad paid no income taxes since its formation.dditeon to the $2.0 milliordeferred ta
asset for these cumulative tax loss carryforwattus,taxable REIT subsidiary also had net defereedlifibilities of approximatelys1.6 millior
comprised primarily of tax versus book basis déferes in certain investments and depreciable assketdy the taxable REIT subsidiary. Bec:
the future tax benefit of the cumulative lossesias assured, the approximate $0.4 milliogt deferred tax asset position of the taxable |
subsidiary has been fully reserved as managemest mimt believe that it is more likely than not ttret net deferred tax asset will be realized.
tax benefit of the cumulative losses could be recay for financial reporting purposes in futurgipds to the extent the taxable REIT subsic
generates sufficient taxable income. Other thaarmetaxes related to its taxable REIT subsididmy,@perating Partnership recorded state int
tax expense in rental property and other expenfs§8.4 million , $0.1 million and $0.5 million fahe years ended December 31, 2011 , 2040
2009 , respectively.

The minimum dividend per share of Common Stock iregufor the Company to maintain its REIT statusv#d.01 , $0.32 and $0.§@:!
share in 2011 , 2010 and 2009espectively. Continued qualification as a REI@pends on the Company's ability to satisfy the dgimt
distribution tests, stock ownership requirementd warious other qualification tests prescribedhia Code. The tax basis of our assets (n
accumulated tax depreciation and amortization)leflities was approximately $2.7 billion and $2ilion , respectively, abecember 31, 20:
and $2.4 billion and $1.6 billion , respectively, Recember 31, 2010 .

The Company is subject to federal, state and liocaime tax examinations by tax authorities for 26@®ugh 2011 .
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19. Segment Information

Our principal business is the operation, acquisiaod development of rental real estate propeNi&sevaluate our business by product
and by geographic location. Each product type fiféereint customers and economic characteristide asntal rates and terms, cost per square
of buildings, the purposes for which customers theespace, the degree of maintenance and custappors required and customer depends
on different economic drivers, among others. Therafing results by geographic grouping are alsalegty reviewed by our chief operati
decision maker for assessing performance and ptivposes. There are no material inter-segmentdcaioss.

Our accounting policies of the segments are theesasnthose used in our Consolidated Financial i@&its. All operations are within 1
United States and, at December 31, 2011 , no sitigdeomer of the Wholly Owned Properties generatede than 10.0%f our consolidate
revenues on an annualized basis.

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

Year Ended December 31,

2011 2010 2009
Rental and Other Revenues(1)
Office:
Atlanta, GA $ 52,99¢ $ 48,05. $ 48,70
Greenville, SC 14,07¢ 13,61¢ 14,01(
Kansas City, MO 14,39! 14,82: 14,83¢
Memphis, TN 40,324 34,98: 30,64:
Nashville, TN 60,857 59,15 60,55
Orlando, FL 10,23t 11,61¢ 11,80¢
Piedmont Triad, NC 20,65( 21,15t 21,25t
Pittsburgh, PA 10,97: — —
Raleigh, NC 78,51 75,60¢ 72,521
Richmond, VA 47,53¢ 47,19: 46,617
Tampa, FL 69,86¢ 72,52 67,29¢
Total Office Segment 420,42( 398,70¢ 388,24
Industrial:
Atlanta, GA 15,91 15,15¢ 15,61
Piedmont Triad, NC 11,82¢ 12,37¢ 12,77¢
Total Industrial Segment 27,74 27,53t 28,38¢
Retail:
Kansas City, MO 34,271 33,527 29,997
Piedmont Triad, NC — — 18t
Raleigh, NC 14€ 13t 12C
Total Retail Segment 34,42% 33,66 30,30z
Residential:
Kansas City, MO 26¢ 1,22( 1,08t
Total Residential Segment 26¢ 1,22( 1,08t
Total Rental and Other Revenues $ 482,85. $ 461,12¢ $ 448,01¢

140




Table of Contents
HIGHWOODS REALTY LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(tabular dollar amounts in thousands, except per uit data)

19. Segment Information -Continued

Year Ended December 31,

2011 2010 2009
Net Operating Income: (1)
Office:
Atlanta, GA $ 33,74¢  $ 30,40 $ 30,81(
Greenville, SC 8,33¢ 8,15¢ 8,72
Kansas City, MO 8,40¢ 8,89: 9,08¢
Memphis, TN 23,07 20,85 17,73(
Nashville, TN 40,34¢ 39,33¢ 39,13¢
Orlando, FL 5,18¢ 6,267 6,27¢
Piedmont Triad, NC 13,04¢ 13,89¢ 14,00!
Pittsburgh, PA 5,45¢€ — —
Raleigh, NC 54,59¢ 52,32( 48,86¢
Richmond, VA 31,29: 32,08¢ 32,08!
Tampa, FL 43,37: 45,53 40,15’
Total Office Segment 266,85¢ 257,75: 246,87«
Industrial:
Atlanta, GA 11,20( 10,68¢ 11,627
Piedmont Triad, NC 8,65¢ 9,05: 9,75¢
Total Industrial Segment 19,85¢ 19,731 21,38¢
Retail:
Atlanta, GA(2) (22 (21) (22
Kansas City, MO 20,16¢ 19,96! 18,207
Piedmont Triad, NC — — 12
Raleigh, NC 49 37 9
Total Retail Segment 20,19: 19,977 18,20¢
Residential:
Kansas City, MO 19 742 582
Raleigh, NC2) (295) (362) (52¢)
Total Residential Segment (a7e) 381 54
Total Net Operating Income 306,73( 297,84¢ 286,51¢
Reconciliation to income from continuing operationsbefore disposition of property,
condominiums and investment in unconsolidated affidtes and equity in earnings of
unconsolidated affiliates:
Depreciation and amortization (143,019 (135,419 (129,655
Impairment of assets held for use (2,429 — (2,559
General and administrative expense (35,757 (33,309 (37,209
Interest expense (95,999 (93,372 (86,80%)
Other income 7,36% 5,65¢ 9,54¢
Income from continuing operations before dispositid property, condominiums and investment
in unconsolidated affiliates and equity in earningsnconsolidated affiliates $ 36,89: $ 41,40¢  $ 39,84¢
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19. Segment Information -Continued
(1) Net of discontinued operatio

(2) Negative NOI with no corresponding revenues reprssexpensed real estate taxes and other carrgistg associated with land held for developmentit
currently zoned for the respective product type.

December 31,

2011 2010 2009
Total Assets:
Office:
Atlanta, GA $ 359,22! $ 268,77. $ 275,46«
Baltimore, MD 1,78¢ 1,78 1,781
Greenville, SC 69,66¢ 73,93 78,56
Kansas City, MO 86,02¢ 84,19 85,68!
Memphis, TN 265,25¢ 270,09: 220,72:
Nashville, TN 325,27. 326,85! 338,12:
Orlando, FL 46,547 47,04: 48,82
Piedmont Triad, NC 115,09¢ 126,68( 141,97:
Pittsburgh, PA 227,96 — —
Raleigh, NC 465,81« 457,94! 464,72¢
Richmond, VA 254,36 249,03t 249,88
Tampa, FL 394,56 395,93: 393,81:
Total Office Segment 2,611,591 2,302,26' 2,299,55!
Industrial:
Atlanta, GA 133,64( 135,85¢ 136,57(
Piedmont Triad, NC 78,08: 79,32: 92,30(
Total Industrial Segment 211,72: 215,17¢ 228,87(
Retail:
Atlanta, GA 504 30¢€ 1,044
Kansas City, MO 170,71 172,11¢ 175,75°
Piedmont Triad, NC — — 1,082
Raleigh, NC 6,667 5,17( 6,04¢
Total Retail Segment 177,88t 177,59 183,93:
Residential:
Kansas City, MO 5,70 5,92t 6,12¢
Orlando, FL 2,09¢ 2,09¢ 2,147
Raleigh, NC 4,76¢ 9,57¢ 16,29!
Total Residential Segment 12,57 17,597 24,567
Corporate 166,10t 158,03¢ 148,81:
Total Assets $ 3,179,88. $ 2,870,67 % 2,885,73!
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20. Quarterly Financial Data (Unaudited)

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

Rental and other revenuas

Income from continuing operationy
Income from discontinued operations
Net income

Net (income) attributable to noncontrolling inteees
consolidated affiliates

Distributions on preferred units

Excess of preferred unit redemption/repurchase over
carrying value

Net income available for common unitholders
Earnings per unit-basic:

Income from continuing operations available for coom
unitholders

Income from discontinued operations available fammon
unitholders

Net income available for common unitholders

Earnings per unit-diluted:

Income from continuing operations available for coom
unitholders

Income from discontinued operations available fammon
unitholders

Net income available for common unitholders

Year Ended December 31, 2011

First Second Third Fourth

Quarter Quarter Quarter Quarter Total
114,97¢ $ 117,05 $ 122,08t $ 128,73 482,85:
12,11 14,14 5,40z 12,89¢ 44,562
337 291 2,84: — 3,47(
12,45: 14,43¢ 8,24¢ 12,89¢ 48,03:
(123) (182) (249 (203) (755)
(1,677) (1,6272) (627) (627) (4,557)
— (1,895) — — (1,89%)
10,65. $ 10,73¢  $ 7,36¢ % 12,07: 40,82¢
014 $ 014 $ 0.06 $ 0.1€ 0.4¢
— — 0.04 — 0.0t
014 $ 014 $ 0.1C $ 0.1€ 0.54
014 $ 014 $ 0.0¢6 $ 0.1€ 0.4¢
— — 0.04 — 0.0t
014 % 014 $ 0.1C $ 0.1€ 0.54
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20. Quarterly Financial Data (Unaudited)

Year Ended December 31, 2010

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Rental and other revenuas $ 114,50: 113,76¢ $ 115,52t $ 117,33( 461,12¢
Income from continuing operationy 11,45 39,79¢ 8,51¢ 11,12 70,88:
Income from discontinued operations 637 23¢ 272 24¢€ 1,392
Net income 12,08¢ 40,03: 8,78¢ 11,36¢ 72,27¢
Net (income)/loss attributable to noncontrollingeirests in
consolidated affiliates (214) (215) 1l4¢ (204) (485)
Distributions on preferred units (1,677) (1,677) (1,677) (1,677) (6,708
Net income available for common unitholders $ 10,197 38,14( % 7,25¢ % 9,481 65,08:
Earnings per unit-basic:
Income from continuing operations available for coom
unitholders $ 0.1¢ 051 % 0.1C % 0.1¢ 0.8
Income from discontinued operations available fammon
unitholders 0.01 — — — 0.0z
Net income available for common unitholders $ 0.14 051 % 0.1C % 0.12 0.87
Earnings per unit-diluted:
Income from continuing operations available for coom
unitholders $ 0.1z 051 % 0.1C $ 0.1z 0.8t
Income from discontinued operations available fammon
unitholders 0.01 — — — 0.0z
Net income available for common unitholders $ 0.14 051 % 01C % 0.1t 0.87
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20. Quarterly Financial Data (Unaudited) —Continued

(1) The amounts presented may not equal to the amquetdously reported in the most recent Form 10-@9rior 10K for each period as a result
discontinued operations. Below is the reconciliatio the amounts previously reported:

Rental and other revenues, as reported
Discontinued operations

Rental and other revenues, as adjusted
Income from continuing operations, as reported
Discontinued operations

Income from continuing operations, as adjusted
Income from discontinued operations, as reported

Additional discontinued operations from propersesd subsequent to the respective reporting

period

Income from discontinued operations, as adjusted

Rental and other revenues, as reported
Discontinued operations

Rental and other revenues, as adjusted
Income from continuing operations, as reported
Discontinued operations

Income from continuing operations, as adjusted
Income from discontinued operations, as reported

Additional discontinued operations from propersetd subsequent to the

respective reporting period

Income from discontinued operations, as adjusted
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Quarter Ended

March 31, June 30, September 30,
2011 2011 2011
$ 11559 $ 117,05° $ 122,08t
(613) — —
$ 114,97¢  $ 117,05° $ 122,08t
$ 12,45.  $ 14,147  $ 5,40z
(337) — —
$ 12,11 $ 14,147 $ 5,40z
$ — 291 % 2,84z
337 — —
$ 337 % 291 ¢ 2,842
Quarter Ended
March 31, June 30, September 30, December 31,
2010 2010 2010 2010
$ 115,05: $ 113,76! $ 115,52¢ $ 117,86¢
(552) — — (535)
$ 114,500 $ 113,76! $ 115,52¢ $ 117,33(
$ 11,70C $ 39,79: $ 8,51¢ $ 11,36¢
(249 — — (24¢€)
$ 11,45 $ 39,79: $ 8,51¢ $ 11,122
$ 38 % 23¢ % 272 $ —
24¢ — — 24¢€
$ 637 $ 23 % 27z % 24¢€
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21. Subsequent Event

On January 2012 , we obtained a $225.0 milliorveseyear unsecured bank term loan bearing intefdstBOR plus 190 basis pointsThe
proceeds were used to pay off amounts then ouisiguuchder our revolving credit facility.
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The following table sets forth the activity of allance for doubtful accounts:

Allowance for Doubtful Accounts - Straight Line Ren
Allowance for Doubtful Accounts - Accounts Receileab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Accounts - Straight Line Ren
Allowance for Doubtful Accounts - Accounts Receilab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Allowance for Doubtful Accounts - Straight Line Ren
Allowance for Doubtful Accounts - Accounts Receileab
Allowance for Doubtful Accounts - Notes Receivable

Totals

Balance at Balance at
December 31, December 31,
2010 Additions Deductions 2011
$ 2,20¢ 71C (1,62%) 1,29¢
3,59t 1,61¢ (1,66%) 3,54¢
86¢ 19¢€ (2,00%) 61
$ 6,67 2,522 (4,29)) 4,90z
Balance at Balance at
December 31, December 31,
2009 Additions Deductions 2010
$ 2,44: 63t (869) 2,20¢
2,81( 2,961 (2,17¢) 3,59t
69¢ 41¢ (243) 868
$ 5,951 4,00¢ (3,28¢) 6,672
Balance at Balance at
December 31, December 31,
2008 Additions Deductions 2009
$ 2,08z 2,48¢ (2,127) 2,44:
1,281 2,90( (1,379 2,81(
45¢ 25t (16) 698
$ 3,82 5,63¢ (3,510 5,951
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(in thousands)

The following table sets forth the activity of remitate assets and accumulated depreciation:

Real estate assets:
Beginning balance
Additions:
Acquisitions, development and improvements
Cost of real estate sold and retired
Ending balance (a)
Accumulated depreciation:
Beginning balance
Depreciation expense
Real estate sold and retired

Ending balance (b)
(a) Reconciliation of total real estate assets to lzaasheet captio
Total per Schedule Il

Development in progress exclusive of land inclugte8chedule i
Real estate assets, net, held for sale

Total real estate assets

(b) Reconciliation of total accumulated depreciatiotébance sheet captic

Total per Schedule IlI
Real estate assets, net, held for sale

Total accumulated depreciation
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December 31,

2011 2010 2009
3,338,031 $ 3,341,225 3,272,90.
329,67 104,19¢ 167,62
(48,56 (107,420) (99,279
3,619,14 $  3,338,03 3,341,25
830,15 $ 782,55° 714,22
120,81: 117,63 115,60:
(49,66 (70,049 (47,270
901,300 $ 830,15: 782,55°

2011 2010 2009
3,619,14! $  3,348,88 3,347,19
— 4,52¢ —
— (15,376) (5,940
3,619,14 $  3,338,03 3,341,25

2011 2010 2009
901,300 $ 835,16! 784,04
— (5,01) (1,482
901,300 $ 830,15: 782,55°
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(in thousands)

December 31, 2011

Costs Capitalized
Subsequent to
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Life on
Which
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Segment 2011 Bldg & Bldg & Bldg & Total Accumulated Date of is
Description Type City Encumbrance Land Improv Land Improv Land Improv Assets Depreciation ~ Construction Calculated
Atlanta, GA
1700 Century Circle  Office Atlanta $ — $248. % 2 ® $ 2 $ 247 $ 247¢ $ 51C 1983 5-40 yrs.
1800 Century
Boulevard Office Atlanta 1,444 29,081 — 12,48¢ 1,444 41,56t 43,00¢ 16,09¢ 1975 5-40 yrs.
1825 Century Center Office Atlanta 864 — 303 15,28( 1,167 15,28( 16,447 4,62% 2002 5-40 yrs.
1875 Century
Boulevard Office Atlanta — 8,92¢ — 2,11< — 11,03¢ 11,03¢ 4,59 1976 5-40 yrs.
1900 Century
Boulevard Office Atlanta — 4,74¢ — 77t — 5,51¢ 5,51¢ 2,22¢ 1971 5-40 yrs.
2200 Century
Parkway Office Atlanta — 14,43: — 3,767 — 18,19¢ 18,19¢ 7,01t 1971 5-40 yrs.
2400 Century Center Office Atlanta — — 40€ 12,64: 40€ 12,64: 13,04¢ 4,27% 1998 5-40 yrs.
2500 Century Cente  Office Atlanta — — 32¢€ 14,317 32¢€ 14,317 14,64 BIS5E 2005 5-40 yrs.
2500/2635 Parking
Garage Office Atlanta — — — 6,242 — 6,242 6,242 951 2005 5-40 yrs.
2600 Century
Parkway Office Atlanta — 10,67¢ — 4,11« — 14,79: 14,79:¢ 5,70¢ 1973 5-40 yrs.
2635 Century
Parkway Office Atlanta — 21,64: — 4,03¢ — 25,671 25,671 10,261 1980 5-40 yrs.
2800 Century
Parkway Office Atlanta — 20,44¢ — 2,991 — 23,44( 23,44( 8,59t 1983 5-40 yrs.
50 Glenlake Office Atlanta 1) 2,50(C 20,00¢ — 2,15¢ 2,50( 22,15¢ 24,65¢ 8,03¢ 1997 5-40 yrs.
6348 Northeast
Expressway Industrial  Atlanta 27¢ 1,65t — 19¢ 27¢ 1,85¢ 2,12¢ 734 1978 5-40 yrs.
6438 Northeast
Expressway Industrial  Atlanta 17¢ 2,21€ — 42C 17¢ 2,63¢€ 2,81¢ 98€ 1981 5-40 yrs.
Bluegrass Lakes | Industrial  Atlanta 81€ — 33€ 2,90¢ 1,152 2,90¢ 4,061 1,052 1999 5-40 yrs.
Bluegrass Place | Industrial  Atlanta 491 2,061 — 344 491 2,40t 2,89¢ 952 1995 5-40 yrs.
Bluegrass Place I Industrial  Atlanta 412 2,582 — 103 412 2,68¢ 3,09¢ 954 1996 5-40 yrs.
Bluegrass Valley Industrial  Atlanta 1,50C — 374 3,42¢ 1,87¢ 3,42¢ 5,29¢ 1,14 2000 5-40 yrs.
Bluegrass Valley
Land Industrial  Atlanta 19,711 — (14,810 — 4,901 — 4,901 — N/A N/A
Century Plaza | Office Atlanta 1,29C 8,567 — 3,441 1,29(C 12,00¢ 13,29¢ 3,96¢ 1981 5-40 yrs.
Century Plaza Il Office Atlanta 1,38(C 7,73¢ — 1,941 1,38( 9,67¢ 11,05¢ 2,88¢ 1984 5-40 yrs.
Chastain Place | Industrial  Atlanta 451 — 341 3,52t 792 3,52t 4,315 1,02¢ 1997 5-40 yrs.
Chastain Place Il Industrial  Atlanta 59¢ — 194 1,50¢ 793 1,50¢ 2,29¢ 454 1998 5-40 yrs.
Chastain Place Il Industrial  Atlanta 53¢ — 173 1,35¢ 712 1,35¢ 2,071 462 1999 5-40 yrs.
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Corporate Lakes Industrial  Atlanta 1,26% 7,24: — 2,067 1,26t 9,31( 10,57¢ 3,112 1988 5-40 yrs.
DHS.ICE Office Atlanta 3,10C — 2,57¢ 15,87 5,67¢ 15,87 21,55( 2,27: 2007 5-40 yrs.
FAA at Tradeport Office Atlanta 2) 1,19¢ — 1,41¢ 15,14: 2,612 15,14: 17,75¢ 1,637 2009 5-40 yrs.
Gwinnett
Distribution Center  Industrial  Atlanta 1,11¢ 5,96( — 2,86< 1,11¢ 8,82¢ 9,94: 2,90¢ 1991 5-40 yrs.
Henry County Land Industrial ~ Atlanta 3,01( — 13 — 3,02 — 3,02¢ — N/A N/A
Highwoods Center |
at Tradeport Office Atlanta 1) 307 — 13¢ 2,21¢ 44¢€ 2,21¢ 2,66¢ 73C 1999 5-40 yrs.
Highwoods Center |
at Tradeport Office Atlanta (1) 641 — 181 8,96¢ 82z 8,96¢ 9,79( 73 1999 5-40 yrs.
Highwoods Center
Il at Tradeport Office Atlanta 1) 40¢ — 13C 2,18: 53¢ 2,18: 2,72z 54¢ 2001 5-40 yrs.
Highwoods
Riverpoint IV Industrial  Atlanta 1,037 — 85¢& 8,79¢ 1,89t 8,79¢ 10,69 90s 2009 5-40 yrs.
National Archives
and Records
Administration Industrial  Atlanta 1,48¢ — — 17,83: 1,48¢ 17,83: 19,317 3,54: 2004 5-40 yrs.
Newpoint Place | Industrial  Atlanta 81¢ — 35€ 3,231 1,17¢ 3,231 4,412 962 1998 5-40 yrs.
Newpoint Place Il Industrial  Atlanta 1,49¢ — 394 3,092 1,89: 3,092 4,98k 1,00¢ 1999 5-40 yrs.
Newpoint Place IlI Industrial  Atlanta 66€E — 252 1,87C 921 1,87C 2,791 60¢ 1998 5-40 yrs.
Newpoint Place IV Industrial  Atlanta 98¢ — 40€ 4,36¢ 1,39t 4,36¢ 5,76( 1,12¢ 2001 5-40 yrs.
Newpoint Place V Industrial ~ Atlanta 2,15( — 81€ 9,101 2,96¢ 9,101 12,067 1,89¢ 2007 5-40 yrs.
Norcross | & Il Industrial  Atlanta 3232 2,00( — 69¢ 322 2,69¢ 3,021 1,07¢ 1970 5-40 yrs.
Nortel Office Atlanta 3,342 32,111 — 37¢ 3,34: 32,49( 35,83 11,29: 1998 5-40 yrs.
River Point Land Industrial  Atlanta 7,25( — 4,52¢ 2,66¢ 11,77« 2,66¢ 14,44; 142 N/A N/A
Riverwood 100 Office Atlanta ?3) 5,78& 64,91: — 1,42¢ 5,78t 66,33¢ 72,12¢ 89€ 1989 5-40 yrs.
South Park Multi-
Residential Land Family Atlanta 50 — 7 — 57 — 57 — N/A N/A
South Park Site
Land Industrial  Atlanta 1,204 — 754 — 1,95¢ — 1,95¢ — N/A N/A
Southside
Distribution Center  Industrial  Atlanta 804 4,557 — 2,152 804 6,70% 7,50¢ 2,40( 1988 5-40 yrs.
Tradeport | Industrial  Atlanta 557 — 261 2,49¢ 81¢ 2,49¢ 3,31¢ 962 1999 5-40 yrs.
Tradeport Il Industrial  Atlanta 557 — 261 2,00¢ 81¢ 2,00¢ 2,821 691 1999 5-40 yrs.
Tradeport Il Industrial  Atlanta 672 — 37C 2,662 1,04: 2,662 3,70¢ 777 1999 5-40 yrs.
Tradeport IV Industrial  Atlanta 667 — 36E 3,67¢ 1,03 3,67¢ 4,711 91z 2001 5-40 yrs.
Tradeport Land Industrial  Atlanta 5,24: — (387) — 4,85¢€ — 4,85¢€ — N/A N/A
Tradeport V Industrial  Atlanta 463 — 18C 2,11¢€ 642 2,11¢ 2,75¢ 431 2002 5-40 yrs.
Two Point Royal Office Atlanta Q) 1,79¢ 14,96¢ — 2,53¢ 1,79:% 17,50( 19,29: 6,087 1997 5-40 yrs.
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Baltimore, MD
Sportsman Club
Land Office Baltimore 24,93: —  (23,14) — 1,78¢ — 1,78¢ — N/A N/A
Greenville, SC
Brookfield Plaza Office Greenville 1,50( 8,51« — 2,87( 1,50( 11,38¢ 12,88¢ 4,561 1987 5-40 yrs.
Brookfield-Jacobs-
Sirrine Office Greenville 3,05(C 17,28( (23 4,58( 3,027 21,86( 24,881 8,997 1990 5-40 yrs.
MetLife @
Brookfield Office Greenville 1,03¢ — 352 7,86% 1,391 7,86% 9,25¢ 1,902 2001 5-40 yrs.
Patewood | Office Greenville 94z 5,117 — 1,16¢ 94z 6,281 7,22% 2,792 1985 5-40 yrs.
Patewood Il Office Greenville 942 5,17¢ — 98¢ 942 6,16°¢ 7,107 2,62¢ 1987 5-40 yrs.
Patewood Il Office Greenville 84z 4,77¢ — 472 84z 5,24¢ 6,09( 1,99¢ 1989 5-40 yrs.
Patewood IV Office Greenville 1,21¢ 6,91¢ — 2,21t 1,21¢ 9,13: 10,35: 4,47 1989 5-40 yrs.
Patewood V Office Greenville 1,69(C 9,58¢ — 2,13 1,69(C 11,72: 13,41 5,17: 1990 5-40 yrs.
Patewood VI Office Greenville 2,36( — 321 7,76( 2,681 7,76( 10,441 2,74¢ 1999 5-40 yrs.
Kansas City, MO
Mixed- Kansas 1920-
Country Club Plaza Use City 14,28¢ 146,87¢ (19¢) 121,20: 14,08t 268,08: 282,16¢ 90,28¢ 2002 5-40 yrs.
Land - Hotel Land - Kansas
Valencia Office City 97¢ — 111 — 1,08¢ — 1,08¢ — N/A N/A
Multi- Kansas
Neptune Apartment  Family City 1,09¢ 6,282 — 665 1,09¢ 6,94 8,04t 2,33¢ 1988 5-40 yrs.
Kansas
One Ward Parkway  Office City 681 3,931 — 1,64% 681 5,58( 6,261 1,94: 1980 5-40 yrs.
Kansas
Park Plaza Office City ?3) 1,38¢ 6,41( — 1,35¢ 1,38¢ 7,76 9,14¢ 2,51( 1983 5-40 yrs.
Kansas
Two Brush Creek Office City 984 4,40: — 1,26 984 5,66¢ 6,64¢ 1,87¢ 1983 5-40 yrs.
Valencia Place Kansas
Office Office City ?3) 1,57¢ — 97C 33,82: 2,54¢ 33,82: 36,36¢ 12,00: 1999 5-40 yrs.
Memphis, TN —
3400 Players Club
Parkway Office Memphis 1,00t — 207 5,35: 1,21z 5,35: 6,56¢ 2,06: 1997 5-40 yrs.
6000 Poplar Ave Office Memphis 2,34( 11,38¢ (849 4,48¢ 1,491 15,87: 17,36¢ 4,60¢ 1985 5-40 yrs.
6060 Poplar Ave Office Memphis 1,98( 8,671 (404 3,20¢ 1,57¢ 11,88: 13,45¢ 3,40( 1987 5-40 yrs.
Atrium 1 & I Office Memphis 1,57C 6,25:% — 2,257 1,57C 8,51( 10,08( 3,24: 1984 5-40 yrs.
Centrum Office Memphis 1,013 5,58( — 2,45¢ 1,013 8,03¢ 9,047 2,77: 1979 5-40 yrs.
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Comcast
Corporation Office Memphis 94€ — — 8,621 94¢€ 8,621 9,561 1,39t 2008 5-40 yrs.
International Place | Office Memphis 4) 4,88¢ 27,78: — 4,22( 4,88¢ 32,00z 36,88¢ 12,65:¢ 1988 5-40 yrs.
Penn Marc Office Memphis 7,376 3,607 10,24( — 1,457 3,607 11,691 15,30¢ 1,451 2008 5-40 yrs.
Shadow Creek | Office Memphis 924 — 46€ 6,797 1,39(C 6,797 8,187 2,08¢ 2000 5-40 yrs.
Shadow Creek I Office Memphis 734 — 467 7,09 1,201 7,09 8,29t 1,801 2001 5-40 yrs.
Southwind Office
Center A Office Memphis 1,00¢ 5,69¢ 282 1,347 1,28¢ 7,041 8,327 2,66 1991 5-40 yrs.
Southwind Office
Center B Office Memphis 1,36¢€ 7,754 — 901 1,36¢ 8,65% 10,02: 3,312 1990 5-40 yrs.
Southwind Office
Center C Office Memphis 1,07(¢ — 221 5,08¢ 1,291 5,08¢ 6,37¢ 1,64: 1998 5-40 yrs.
Southwind Office
Center D Office Memphis 744 — 19¢ 4,91¢ 937 4,91¢ 5,851 1,491 1999 5-40 yrs.
The Colonnade Office Memphis 1,30(C 6,481 267 254 1,567 6,73t 8,30z 2,34 1998 5-40 yrs.
ThyssenKrupp Office Memphis 1,04( — 25 8,34: 1,06t 8,34: 9,407 1,83 2007 5-40 yrs.
FBI Jackson Office Memphis 2) 871 — 29€ 36,37: 1,167 36,37: 37,53¢ 2,52: 2007 5-40 yrs.
Crescent Center Office Memphis 40,015 7,87¢ 32,75¢ — 2,42¢ 7,87¢ 35,18( 43,05 1,81: 1986 5-40 yrs.
Triad Center Office Memphis 1,25¢ — — 33,671 1,25¢ 33,671 34,92 1,71°¢ 2009 5-40 yrs.
Nashville, TN
3322 West End Office Nashville 3,02% 27,49( — 3,521 3,02t 31,015 34,04: 9,87¢ 1986 5-40 yrs.
3401 West End Office Nashville 5,862 22,917 — 5,247 5,862 28,16¢ 34,02¢ 11,65: 1982 5-40 yrs.
5310 Maryland Way  Office Nashville 1,86: 7,201 — 22E 1,86: 7,42¢ 9,28¢ 2,91¢ 1994 5-40 yrs.
BNA Corporate
Center Office Nashville — 18,50¢ — 8,287 — 26,79: 26,79: 10,52¢ 1985 5-40 yrs.
Century City Plaza | Office Nashville 902 6,91¢ — (2,407) 902 4,512 5,41% 1,86¢ 1987 5-40 yrs.
Cool Springs 1 & 2
Deck Office Nashville 5) — — — 3,95¢ — 3,95¢ 3,95¢ 412 2007 5-40 yrs.
Cool Springs 3 &4
Deck Office Nashville ?3) — — — 4,41¢ — 4,41¢ 4,41¢ 52t 2007 5-40 yrs.
Cool Springs | Office Nashville (5) 1,58: — 15 12,42¢ 1,59¢ 12,42¢ 14,027 4,01¢ 1999 5-40 yrs.
Cool Springs Il Office Nashville (5) 1,82¢ — 34€ 18,67 2,17(C 18,67 20,847 5,371 1999 5-40 yrs.
Cool Springs 111 Office Nashville 5) 1,631 — 804 17,851 2,43t 17,851 20,29: 4,25; 2006 5-40 yrs.
Cool Springs IV Office Nashville ?3) 1,71% — — 21,29¢ 1,71¢ 21,29¢ 23,01« 2,43 2008 5-40 yrs.
Cool Springs V Office Nashville 3,68¢ — 29t 52,48¢ 3,98¢ 52,48¢ 56,46¢ 6,84¢ 2007 5-40 yrs.
Harpeth on the
Green Il Office Nashville Q) 1,41¢ 5,677 — 1,29: 1,41¢ 6,97(C 8,38¢ 2,75¢ 1984 5-40 yrs.
Harpeth on the
Green Il Office Nashville 1) 1,66( 6,64¢ — 1,92¢ 1,66( 8,57¢ 10,23: 3,24¢ 1987 5-40 yrs.
Harpeth on the
Green IV Office Nashville (1) 1,71z 6,84z — 1,47t 1,71z 8,317 10,03( 3,10¢ 1989 5-40 yrs.
Harpeth on The
Green V Office Nashville 1) 662 — 197 4,261 85¢ 4,261 5,12( 1,50¢ 1998 5-40 yrs.
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Hickory Trace Office Nashville 4) 1,16 — 164 5,00¢ 1,32¢ 5,00¢ 6,337 1,381 2001 5-40 yrs.
Highwoods Plaza | Office Nashville 1) 1,552 — 307 8,35¢ 1,85¢ 8,35¢ 10,21« 3,45: 1996 5-40 yrs.
Highwoods Plaza Il Office Nashville (1) 1,44¢ — 307 5,82¢ 1,75k 5,82¢ 7,58( 2,072 1997 5-40 yrs.
Lakeview Ridge Il Office Nashville 1) 60 — 187 4,252 792 4,25¢ 5,04¢ 1,47°¢ 1998 5-40 yrs.
Lakeview Ridge Il Office Nashville (1) 1,07z — 40C 8,531 1,47: 8,531 10,01( 2,587 1999 5-40 yrs.
Seven Springs -
Land | Office Nashville 3,122 — 1,39¢ — 4,521 — 4,521 — N/A N/A
Seven Springs -
Land I Office Nashville 3,71% — (2,02 — 2,69( — 2,69( — N/A N/A
Seven Springs | Office Nashville 2,07¢ — 592 12,89¢ 2,66¢ 12,89¢ 15,56¢ 4,28¢ 2002 5-40 yrs.
SouthPointe Office Nashville 1,65t — 31C 6,717 1,96t 6,717 8,682 2,20¢ 1998 5-40 yrs.
Southwind Land Office Nashville 3,662 — (1,477 — 2,18t — 2,18t — N/A N/A
The Ramparts at
Brentwood Office Nashville 2,39¢ 12,80¢ — 2,14t 2,39¢ 14,951 17,34¢ 4,43¢ 1986 5-40 yrs.
Westwood South Office Nashville 1) 2,10¢ — 382 8,95( 2,48¢ 8,95( 11,43¢ 2,64( 1999 5-40 yrs.
Winners Circle Office Nashville (1) 1,497 7,25¢ — 1,30¢ 1,49 8,564 10,06: 2,841 1987 5-40 yrs.
Orlando, FL
Berkshire at Metro
Center Office Orlando 1,26t — 672 12,80: 1,937 12,80: 14,73¢ 2,40( 2007 5-40 yrs.
Capital Plaza llI Office Orlando 2,99 — 18 — 3,012 — 3,012 — N/A N/A
Eola Park Land Office Orlando 2,027 — — — 2,02 — 2,02 — N/A N/A
In Charge Institute Office Orlando 501 — 14 3,33¢ 51E 3,33¢ 3,85¢ 57€ 2000 5-40 yrs.
MetroWest 1 Land Office Orlando 1,10 — 51 — 1,151 — 1,151 — N/A N/A
Metrowest Center Office Orlando 1,35¢ 7,681 (164) 49C 1,19( 8,171 9,361 3,441 1988 5-40 yrs.
MetroWest Land Office Orlando 2,03¢ — (14¢) — 1,88¢ — 1,88¢ — N/A N/A
Windsor at Metro
Center Office Orlando — — 2,06( 8,05E 2,06( 8,05E 10,11 1,745 2002 5-40 yrs.
Piedmont Triad,
NC
Piedmont
101 Stratford Office Triad 1,20t 6,91¢ — 1,54¢ 1,20t 8,46¢ 9,66¢ 3,297 1986 5-40 yrs.
Piedmont
150 Stratford Office Triad 2,78¢ 11,511 (2,78¢) (11,51) — — — — 1991 5-40 yrs.
Piedmont
160 Stratford - Land  Office Triad 967 — (967) — — — — — N/A N/A
Piedmont
6348 Burnt Poplar  Industrial Triad 724 2,90( — 41F 724 3,31% 4,03¢ 1,54z 1990 5-40 yrs.
Piedmont
6350 Burnt Poplar  Industrial Triad 341 1,37¢ — 24¢ 341 1,62: 1,96¢ 657 1992 5-40 yrs.
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7341 West Friendly Piedmont
Avenue Industrial Triad ALiLE] 841 — 364 112 1,20% 1,31¢ 47t 1988 5-40 yrs.
7343 West Friendly Piedmont
Avenue Industrial Triad 72 55& — 29¢ 72 852 92t 29¢ 1988 5-40 yrs.
7345 West Friendly Piedmont
Avenue Industrial Triad 66 492 — 214 66 70€ 772 262 1988 5-40 yrs.
7347 West Friendly Piedmont
Avenue Industrial Triad 97 71¢ — 25€ 97 97t 1,07z 36& 1988 5-40 yrs.
7349 West Friendly Piedmont
Avenue Industrial Triad 53 393 — 132 53 52€ 57¢ 18z 1988 5-40 yrs.
7351 West Friendly Piedmont
Avenue Industrial Triad 10€ 78€ — 15¢€ 10€ 94€ 1,052 37C 1988 5-40 yrs.
7353 West Friendly Piedmont
Avenue Industrial Triad 122 912 — 13t 12% 1,047 1,17C 397 1988 5-40 yrs.
7355 West Friendly Piedmont
Avenue Industrial Triad 72 53¢ — 12¢ 72 66€ 73¢€ 24¢ 1988 5-40 yrs.
Airpark East- Piedmont
Building 1 Office Triad 37¢ 1,51¢ — 58C 37¢ 2,09¢ 2,47¢ 83t 1990 5-40 yrs.
Airpark East- Piedmont
Building 2 Office Triad 462 1,84¢ — 40¢ 462 2,25¢ 2,72 87¢ 1986 5-40 yrs.
Airpark East- Piedmont
Building 3 Office Triad 322 1,29:¢ — 492 32z 1,78t 2,107 691 1986 5-40 yrs.
Airpark East- Piedmont
Building A Office Triad 51C 2,921 — 1,64¢ 51C 4,56t 5,07t 1,781 1986 5-40 yrs.
Airpark East- Piedmont
Building B Office Triad 73¢ 3,231 — 90¢ 73¢ 4,14¢ 4,88¢ 1,91¢ 1988 5-40 yrs.
Airpark East- Piedmont
Building C Office Triad 4) 2,392 9,57¢ — 2,582 2,39: 12,15¢ 14,55 4,98 1990 5-40 yrs.
Airpark East- Piedmont
Building D Office Triad (4) 85C — 69¢ 3,89¢ 1,54¢ 3,89¢ 5,447 1,35¢ 1997 5-40 yrs.
Airpark East-Copier Piedmont
Consultants Industrial Triad 224 1,06¢ — 301 224 1,36¢ 1,59¢ 66¢ 1990 5-40 yrs.
Airpark East- Piedmont
HewlettPackard Office Triad 46E — 38C 1,051 84t 1,051 1,89¢ 411 1996 5-40 yrs.
Airpark East- Piedmont
Highland Industrial Triad 14E 1,081 — 352 14% 1,43¢ 1,57¢ 54C 1990 5-40 yrs.
Airpark East-Inacon Piedmont
Building Office Triad 265 — 27C 977 53t 977 1,517 32¢ 1996 5-40 yrs.
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Airpark East-Service Piedmont

Center 1 Industrial Triad 237 1,10¢ — 18€ 237 1,28¢ 1,52¢ 51t 1985 5-40 yrs.
Airpark East-Servict Piedmont

Center 2 Industrial Triad 192 94€ — 34C 192 1,28¢ 1,47¢ 56€ 1985 5-40 yrs.
Airpark East-Service Piedmont

Center 3 Industrial Triad 30t 1,21¢ — 37t 30t 1,59¢ 1,89¢ 60z 1985 5-40 yrs.
Airpark East-Servict Piedmont

Center 4 Industrial Triad 22t 92¢ — 85 22t 1,013 1,23¢ 42¢ 1985 5-40 yrs.
Airpark East-Service Piedmont

Court Industrial Triad 171 777 — 212 171 99C 1,161 38¢ 1990 5-40 yrs.
Airpark East- Piedmont

Simplex Office Triad 271 — 23¢ 99¢ 51C 99¢ 1,50¢ 42C 1997 5-40 yrs.
Airpark East- Piedmont

Warehouse 1 Industrial Triad 35€ 1,61: — 19€ 35€ 1,80¢ 2,16t 7717 1985 5-40 yrs.
Airpark East- Piedmont

Warehouse 2 Industrial Triad 374 1,52: — 393 374 1,91¢ 2,29( 765 1985 5-40 yrs.
Airpark East- Piedmont

Warehouse 3 Industrial Triad 341 1,48¢ — 582 341 2,06¢ 2,40¢ 94C 1986 5-40 yrs.
Airpark East- Piedmont

Warehouse 4 Industrial Triad 65¢ 2,67¢ — 637 65¢ 3,31: 3,972 1,31¢ 1988 5-40 yrs.
Piedmont

Airpark North - DC1 Industrial Triad 86C 2,91¢ — 57¢€ 86C 3,49t 4,35¢ 1,431 1986 5-40 yrs.
Piedmont

Airpark North - DC2 Industrial Triad 1,30z 4,392 — 707 1,30z 5,09¢ 6,401 2,33 1987 5-40 yrs.
Piedmont

Airpark North - DC3  Industrial Triad 45C 1,517 — 79t 45C 2,31% 2,762 90¢ 1988 5-40 yrs.
Piedmont

Airpark North - DC4  Industrial Triad 452 1,51¢ — 147 452 1,661 2,113 73C 1988 5-40 yrs.
Airpark South Piedmont

Warehouse 1 Industrial Triad 54€ — — 2,591 54¢€ 2,591 3,137 1,03¢ 1998 5-40 yrs.
Airpark South Piedmont

Warehouse 2 Industrial Triad 74¢ — — 2,50¢ 74¢ 2,50¢ 3,25¢ 79C 1999 5-40 yrs.
Airpark South Piedmont

Warehouse 3 Industrial Triad 602 — — 2,27¢ 603 2,27¢ 2,87¢ 672 1999 5-40 yrs.
Airpark South Piedmont

Warehouse 4 Industrial Triad 49¢ — — 2,162 49¢ 2,162 2,661 65C 1999 5-40 yrs.
Airpark South Piedmont

Warehouse 6 Industrial Triad 1,732 — — 5,57(C 1,73 5,57(C 7,302 2,501 1999 5-40 yrs.
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Piedmont
Airpark West 1 Office Triad 944 3,831 — 99t 944 4,82¢ 5,77(C 2,00¢ 1984 5-40 yrs.
Piedmont
Airpark West 2 Office Triad 887 3,55( — 51€ 887 4,06€ 4,952 1,69¢ 1985 5-40 yrs.
Piedmont
Airpark West 4 Office Triad 227 907 — 42C 227 1,327 1,55¢ 58¢ 1985 5-40 yrs.
Piedmont
Airpark West 5 Office Triad 243 971 — 441 24¢ 1,41z 1,65¢ 531 1985 5-40 yrs.
Piedmont
Airpark West 6 Office Triad 327 1,30¢ — 814 327 2,12: 2,45( 847 1985 5-40 yrs.
Brigham Road - Piedmont
Land Industrial Triad 7,05¢ — (3,720 — 3,33¢ — 3,33¢ — N/A N/A
Consolidated Cente Piedmont
Building | Office Triad 62E 2,18: (235) 30€ 39C 2,48¢ 2,87¢ 1,28t 1983 5-40 yrs.
Consolidated Center/ Piedmont
Building Il Office Triad 62E 4,43% (209) (1,087 422 3,352 3,77¢ 1,63t 1983 5-40 yrs.
Consolidated Cente Piedmont
Building 11l Office Triad 68C 3,57z (217) (963%) 462 2,60¢ 3,07z 1,25:% 1989 5-40 yrs.
Consolidated Center/ Piedmont
Building IV Office Triad 37€ 1,65¢ (129 (359 258 1,29¢ 1,54¢ 647 1989 5-40 yrs.
Deep River Piedmont
Corporate Center Office Triad 1,041 5,892 — 1,23(C 1,041 7,122 8,16: 2,511 1989 5-40 yrs.
Enterprise Piedmont
Warehouse | Industrial Triad 452 — 36C 2,89¢ 81z 2,89¢ 3,70¢ 79z 2002 5-40 yrs.
Enterprise Piedmont
Warehouse Il Industrial Triad 2,73% — 881 12,431 3,61« 12,431 16,04 2,63¢ 2006 5-40 yrs.
Enterprise Piedmont
Warehouse Il Industrial Triad 814 — — 3,58¢ 814 3,58¢ 4,40: 36E 2007 5-40 yrs.
Forsyth Corporate Piedmont
Center Office Triad 32¢ 1,867 — 1,03( 32¢ 2,897 3,22¢ 1,415 1985 5-40 yrs.
Highwoods Park Piedmont
Building | Office Triad 1,47¢ — — 8,052 1,47¢ 8,052 9,52¢ 2,20t 2001 5-40 yrs.
Piedmont
Jefferson Pilot Land Office Triad 11,75¢ — (4,31)) — 7,44¢ — 7,44¢ — N/A N/A
Regency One- Piedmont
Piedmont Center Industrial Triad 51F — 382 2,352 89¢ 2,352 3,25( 89¢€ 1996 5-40 yrs.
Regency Two- Piedmont
Piedmont Center Industrial Triad 43t — 28¢ 2,16( 722 2,16( 2,88: 764 1996 5-40 yrs.
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Piedmont
7023 Albert Pick Office Triad (1) 834 3,45¢ — 441 834 3,90( 4,73¢ 1,627 1989 5-40 yrs.
The Knollwood -38C Piedmont
Retail Office Triad — 1 — 19¢ — 194 194 11C 1995 5-40 yrs.
Piedmont
The Knollwood-370 Office Triad 1,82¢ 7,498 — 862 1,82¢ 8,351 10,18 3,42 1994 5-40 yrs.
Piedmont
The Knollwood-380 Office Triad 2,98¢ 12,02¢ — 3,09( 2,98¢ 15,11¢ 18,107 6,341 1990 5-40 yrs.
Piedmont 1970-
US Airways Office Triad 1,45(C 11,37¢ — 1,00t 1,45(C 12,38( 13,83( 4,51( 1987 5-40 yrs.
Westpoint Business Piedmont
Park-Luwabahnson Office Triad 347 1,38¢ — 97 347 1,48¢ 1,83¢ 612 1990 5-40 yrs.
Pittsburgh, PA
1983-
PPG | Office Pittsburgk (6) 9,81¢ 107,64: — 2,81( 9,81¢ 110,45! 120,27: 1,34( 1985 5-40 yrs.
1983-
PPG 1I-Office Office Pittsburgl (6) 2,30z 10,86: — 9 2,30z 10,87: 13,17« 12¢ 1985 5-40 yrs.
1983-
PPG ll-Retail Retail Pittsburgl (6) — 11E — 34 — 14¢ 14¢ 1C 1985 5-40 yrs.
1983-
PPG llI Office Pittsburgt (6) 501 2,92 — 62 501 2,98t 3,48¢ 37 1985 5-40 yrs.
1983-
PPG IV Office Pittsburgk (6) 62C 3,23¢ — 14 62C 3,25 3,87 73 1985 5-40 yrs.
1983-
PPG V Office Pittsburgl (6) 808 4,92¢ — 441 80%& 5,36¢ 6,16¢ 73 1985 5-40 yrs.
1983-
PPG VI Office Pittsburgl (6) 3,35¢ 25,60: — 411 3,35% 26,01t 29,36¢ 35¢ 1985 5-40 yrs.
Raleigh, NC
3600 Glenwood
Avenue Office Raleigh — 10,99« — 4,24 — 15,24 15,24 4,711 1986 5-40 yrs.
3737 Glenwood
Avenue Office Raleigh — — 31€& 14,63: 31€ 14,637 14,95¢ 4,22 1999 5-40 yrs.
4101 Research
Commons Office Raleigh 1,34¢ 8,34¢ 22C (1,149 1,56¢ 7,20t 8,77¢ 2,71¢ 1999 5-40 yrs.
4201 Research
Commons Office Raleigh 1,20¢ 11,85¢ — (2,58¢) 1,20¢ 9,272 10,47¢ 3,68¢ 1991 5-40 yrs.
4301 Research
Commons Office Raleigh 90C 8,231 — 534 90C 8,771 9,671 3,60¢€ 1989 5-40 yrs.
4401 Research
Commons Office Raleigh 1,24¢ 9,387 — 2,00t 1,24¢ 11,39: 12,64 4,61¢ 1987 5-40 yrs.
4501 Research
Commons Office Raleigh 78E 5,85¢ — 1,791 78E 7,647 8,43: 3,44¢ 1985 5-40 yrs.
4800 North Park Office Raleigh 2,67¢ 17,63( — 9,20¢ 2,67¢ 26,83« 29,51 11,81 1985 5-40 yrs.
4900 North Park Office Raleigh 249 77C 1,98:¢ — 80% 77C 2,78¢ 3,55¢ 1,26: 1984 5-40 yrs.
5000 North Park Office Raleigh 1,01C 4,612 (49) 2,53( 961 7,142 8,10 3,59 1980 5-40 yrs.
801 Corporate
Center Office Raleigh (5) 82¢& — 272 10,22: 1,10C 10,22¢ 11,328 3,06: 2002 5-40 yrs.
Blue Ridge | Office Raleigh (1) 722 4,60¢€ — 1,44¢ 722 6,05¢ 6,771 2,99¢ 1982 5-40 yrs.
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Blue Ridge Il Office Raleigh Q) 462 1,41(C — 43¢ 462 1,84¢ 2,31(C 1,02( 1988 5-40 yrs.
Cape Fear Office Raleigh 131 1,63(C — 772 131 2,40z 2,53¢ 2,14¢ 1979 5-40 yrs.
Catawba Office Raleigh 12t 1,63¢ — 2,39(C 12E 4,028 4,15 2,72¢ 1980 5-40 yrs.
CentreGreen One -
Weston Office Raleigh 4) 1,52¢ — (379) 8,58¢ 1,151 8,58% 9,73¢ 2,34¢ 2000 5-40 yrs.
CentreGreen Two -
Weston Office Raleigh 4) 1,65:% — (389) 8,67% 1,26¢ 8,67% 9,937 2,34( 2001 5-40 yrs.
CentreGreen Three
Land - Weston Office Raleigh 1,87¢ — (3849 — 1,49 — 1,492 — N/A N/A
CentreGreen Four Office Raleigh 4) 1,77¢ — (397) 11,09¢ 1,38: 11,09¢ 12,47¢ 3,491 2002 5-40 yrs.
CentreGreen Five Office Raleigh 1,28( — 69 12,75¢ 1,34¢ 12,75¢ 14,10¢ 1,82¢ 2008 5-40 yrs.
Cottonwood Office Raleigh 60¢ 3,24¢ — 434 60¢ 3,67¢ 4,287 1,61¢ 1983 5-40 yrs.
Dogwood Office Raleigh 76€ 2,76¢ — 524 76€ 3,29 4,05¢ 1,54¢ 1983 5-40 yrs.
EPA Office Raleigh 2,597 — — 1,661 2,597 1,661 4,25¢ 827 2003 5-40 yrs.
GlenLake Land Office Raleigh 13,00t — (6,09¢) 114 6,907 114 7,021 30 N/A N/A
GlenLake Bldg | Office Raleigh 4) 924 — 1,32¢ 21,82: 2,24¢ 21,82: 24,07 6,051 2002 5-40 yrs.
GlenLake Four Office Raleigh (5) 1,65¢ — 492 22,31¢ 2,15z 22,31¢ 24,47( 4,33¢ 2006 5-40 yrs.
GlenLake Six Office Raleigh 941 — 16 22,17: 957 22,17: 23,12¢ 2,61t 2008 5-40 yrs.
Healthsource Office Raleigh 5) 1,30¢ — 54C 13,25¢ 1,84« 13,25¢ 15,10¢ 5,261 1996 5-40 yrs.
Highwoods Centre-
Weston Office Raleigh (1) 531 — (267) 7,54z 264 7,54z 7,80¢ 2,61¢ 1998 5-40 yrs.
Highwoods Office
Center North Land Office Raleigh 357 49 — — 357 49 40€ 30 N/A N/A
Highwoods Tower
One Office Raleigh 203 16,74« — 3,54¢ 203 20,29: 20,49t 10,09¢ 1991 5-40 yrs.
Highwoods Tower
Two Office Raleigh 36E — 502 21,331 86¢& 21,331 22,20t 5,36: 2001 5-40 yrs.
Inveresk Land Parc:
2 Office Raleigh 657 — 197 — 854 — 854 — N/A N/A
Inveresk Land Parci
3 Office Raleigh 54¢& — 30€ — 854 — 854 — N/A N/A
Lake Boone Medica
Center Office Raleigh 1,45(C 6,311 — 302 1,45(C 6,61: 8,06: 257 1998 5-40 yrs.
Maplewood Office Raleigh 1) 14¢ — 107 3,10¢ 25€ 3,10¢ 3,36¢ 85¢ 2001 5-40 yrs.
Overlook Office Raleigh 39¢€ — 29¢ 9,104 691 9,104 9,79 2,812 1999 5-40 yrs.
Pamlico Office Raleigh 28¢ — — 14,83¢ 28¢ 14,83¢ 15,12¢ 9,25¢ 1980 5-40 yrs.
ParkWest One -
Weston Office Raleigh 242 — — 3,37¢ 242 3,37¢ 3,61¢ 90C 2001 5-40 yrs.
ParkWest Two -
Weston Office Raleigh 35€ — — 4,10 35€ 4,10 4,46( 1,392 2001 5-40 yrs.
ParkWest Three -
Land - Weston Office Raleigh 30¢€ — — — 30€ — 30¢€ — N/A N/A
Progress Center
Renovation Office Raleigh — — — 362 — 362 362 187 2003 5-40 yrs.
Raleigh Corp Cente
Lot D Office Raleigh 1,211 — 8 — 1,21¢ — 1,21¢ — N/A N/A
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Mixed-
RBC Plaza Use Raleigh 46,181 1,20¢ — — 71,34% 1,20¢ 71,34% 72,55 7,332 2008 5-40 yrs.
Rexwoods Center | Office Raleigh 87¢ 3,73( — 1,21( 87¢ 4,94( 5,81¢ 2,60¢ 1990 5-40 yrs.
Rexwoods Center Il Office Raleigh 362 1,81¢ — 184 362 2,00z 2,36¢ 864 1993 5-40 yrs.
Rexwoods Center Il Office Raleigh 91¢ 2,81¢ — 81C 91¢ 3,62¢ 4,54¢ 1,79z 1992 5-40 yrs.
Rexwoods Center IV Office Raleigh 58€ — — 3,39« 58€ 3,39« 3,98( 1,431 1995 5-40 yrs.
Rexwoods Center v Office Raleigh 1,301 — 184 5,44: 1,48¢ 5,44: 6,927 1,88¢ 1998 5-40 yrs.
Riverbirch Office Raleigh 46¢ 4,03¢ 21 5,99¢ 49C 10,03¢ 10,52¢ 22C 1987 5-40 yrs.
Situs | Office Raleigh 692 4,64¢ 17¢ (1,21 87C 3,431 4,301 1,23( 1996 5-40 yrs.
Situs 11 Office Raleigh 71€ 6,25¢ 181 (1,319 89¢ 4,93¢ 5,83¢ 1,64t 1998 5-40 yrs.
Situs Il Office Raleigh 44C 4,07¢ 11¢ (2,00¢) 55¢ 3,07 3,62¢ 91z 2000 5-40 yrs.
Six Forks Center | Office Raleigh 66€ 2,66¢ — 1,14°¢ 66€ 3,81( 4,47¢ 1,622 1982 5-40 yrs.
Six Forks Center Il Office Raleigh 1,08¢ 4,53t — 1,517 1,08¢ 6,05( 7,13¢ 2,56¢ 1983 5-40 yrs.
Six Forks Center Il Office Raleigh 862 4,411 — 2,28¢ 862 6,691 7,55¢ 3,03¢ 1987 5-40 yrs.
Smoketree Tower Office Raleigh 2,352 11,74 — 3,55¢ 2,358 15,30z 17,65¢ 6,57¢ 1984 5-40 yrs.
Sycamore Office Raleigh 25¢ — 217 5,152 472 5,152 5,62¢ 1,781 1997 5-40 yrs.

Mixed-
Weston Land Use Raleigh 22,771 — (8,93¢) — 13,83: — 13,83: — N/A N/A
Willow Oak Office Raleigh 45¢ — 26¢ 5,15¢ 72€ 5,15¢ 5,88( 2,061 1995 5-40 yrs.
Other Property Other Raleigh 48 9,49¢ 71€ 3,31( 764 12,80¢ 13,57( 6,96¢ N/A N/A
Richmond, VA
4900 Cox Road Office Richmond 1,32¢ 5,311 — 3,00¢ 1,32¢ 8,31 9,641 3,20¢ 1991 5-40 yrs.
Colonnade Building  Office Richmond 4) 1,364 6,10t — 75¢ 1,36¢ 6,86: 8,221 1,73( 2003 5-40 yrs.
Dominion Place -
Pitts Parcel Office Richmond 1,101 — (480) — 621 — 621 — N/A N/A
Essex Plaza Office Richmond 10,438 1,581 13,29¢ — (1,74¢) 1,581 11,55 13,13« 3,381 1999 5-40 yrs.
Grove Park | Office Richmond 7ig — 31¢ 5,17¢ 1,03z 5,17¢ 6,21( 1,80: 1997 5-40 yrs.
Hamilton Beach Office Richmond 1,08¢ 4,34F — 1,96¢ 1,08¢ 6,31¢ 7,40( 2,73¢ 1986 5-40 yrs.
Highwoods
Commons Office Richmond 521 — 44€ 3,141 967 3,141 4,10¢ 1,02: 1999 5-40 yrs.
Highwoods One Office Richmond 1,68¢ — — 10,89¢ 1,68¢ 10,89¢ 12,587 3,84¢ 1996 5-40 yrs.
Highwoods Two Office Richmond (4) 78€ — ZIE 6,02¢ 99¢ 6,02¢ 7,02¢ 2,17: 1997 5-40 yrs.
Highwoods Five Office Richmond 7882 — — 5,561 782 5,561 6,34¢ 1,99¢ 1998 5-40 yrs.
Highwoods Plaza Office Richmond 90¢ — 17¢€ 5,66¢ 1,08t 5,66¢ 6,75( 1,58( 2000 5-40 yrs.
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Innsbrooke Centre Office Richmond 4,948 1,30( 6,95¢ (149 (419 1,15¢ 6,544 7,70( 1,23: 1987 5-40 yrs.
Innslake Center Office Richmond Q) 84t — 19t 5,401 1,04( 5,401 6,441 1,37¢ 2001 5-40 yrs.
Liberty Mutual Office Richmond 1,20¢ 4,82¢ — 954 1,20¢ 5,77¢ 6,98¢ 2,17¢ 1990 5-40 yrs.
Markel American Office Richmond 8,226 1,30(¢ 13,25¢ 72 (4,46€) 1,37z 8,79: 10,16 1,80¢ 1998 5-40 yrs.
Markel Plaza Office Richmond 10,438 1,70C 17,08: (386) (5,389 1,31« 11,69: 13,00¢ 2,30¢ 1989 5-40 yrs.
North Park Office Richmond 2,16: 8,65¢ (14) 1,82¢ 2,14¢ 10,48¢ 12,63« 4,45( 1989 5-40 yrs.
North Shore
Commons A Office Richmond 4) 951 — — 11,25¢ 951 11,25¢ 12,20% 2,80¢ 2002 5-40 yrs.
North Shore
Commons B - Land Office Richmond 4) 2,067 — (109) 11,10¢ 1,96¢ 11,10¢ 13,06¢ 1,76( N/A N/A
North Shore
Commons C - Land Office Richmond 1,497 — — — 1,497 — 1,497 — N/A N/A
North Shore
Commons D - Land  Office  Richmond 1,261 — — — 1,261 — 1,261 — N/A N/A
Nuckols Corner
Land Office Richmond 1,25¢ — — — 1,25¢ — 1,25¢ — N/A N/A
One Shockoe Plaza Office Richmond — — 35€ 15,15¢ 35€ 15,15¢ 15,51: 6,27¢ 1996 5-40 yrs.
Pavilion Land Office Richmond 181 46 20 (46) 201 — 201 — N/A N/A
Rhodia Building Office Richmond 1,60(¢ 8,86¢ — 1,957 1,60(¢ 10,82: 12,42: 92t 1996 5-40 yrs.
Sadler & Cox Land Office Richmond 1,53¢ — — — 1,53¢ — 1,53¢ — N/A N/A
Saxon Capital
Building Office Richmond 4) 1,91¢ — 337 13,55( 2,25¢ 13,55( 15,80¢ 3,531 2005 5-40 yrs.
Stony Point F Land Office Richmond 1,841 — — — 1,841 — 1,841 — N/A N/A
Stony Point | Office Richmond 4) 1,38¢ 11,63( 59 2,33¢ 1,44% 13,96¢ 15,41 4,88t 1990 5-40 yrs.
Stony Point Il Office Richmond 1,24( — — 11,65¢ 1,24( 11,65¢ 12,89« 3,49t 1999 5-40 yrs.
Stony Point 11l Office Richmond 4) 99t — — 9,13¢ 99t 9,13¢ 10,12¢ 2,42: 2002 5-40 yrs.
Stony Point IV Office Richmond 95E — — 11,58 95E 11,58 12,53¢ 2,682 2006 5-40 yrs.
Technology Park 1 Office Richmond 541 2,16¢ — 362 541 2,52¢ 3,07( 972 1991 5-40 yrs.
Technology Park 2 Office Richmond 264 1,05¢ — 14z 264 1,201 1,46t 47E 1991 5-40 yrs.
Vantage Place A Office Richmond 4) 20z 811 — 241 20z 1,052 1,25¢ 47€ 1987 5-40 yrs.
Vantage Place B Office Richmond 4) 23z 931 — 23€ 23z 1,167 1,40( 467 1988 5-40 yrs.
Vantage Place C Office Richmond 4) 23t 94C — 28t 23t 1,22¢ 1,46( 522 1987 5-40 yrs.
Vantage Place D Office Richmond 4) 21¢ 87:% — 27C 21¢ 1,14: 1,361 45¢ 1988 5-40 yrs.
Vantage Pointe Office Richmond 4) 1,08¢ 4,50( — 1,21( 1,08¢ 5,71C 6,79¢ 2,34¢ 1990 5-40 yrs.
Virginia Mutual Office Richmond 1,301 6,03¢ — 67C 1,301 6,70¢ 8,007 1,89( 1996 5-40 yrs.
Waterfront Plaza Office Richmond 58E 2,347 — 1,05¢ 58t 3,401 3,98¢ 1,39( 1988 5-40 yrs.
West Shore | Office Richmond 1) 332 1,431 — 267 332 1,69¢ 2,03( 69C 1995 5-40 yrs.
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West Shore Il Office Richmond Q) 48¢ 2,181 — 467 48¢ 2,64¢ 3,131 98t 1995 5-40 yrs.
West Shore Il Office Richmond 1) 961 — 141 4,22¢ 1,10z 4,22¢ 5,32¢ 1,43¢ 1997 5-40 yrs.
South Florida
The 1800 Eller South
Drive Building Office Florida — 9,851 — 2,15¢ — 12,00¢ 12,00¢ 5,002 1983 5-40 yrs.
Tampa, FL
380 Park Place Office Tampa 1,50z — 24C 7,061 1,742 7,061 8,80: 1,85¢ 2001 5-40 yrs.
4200 Cypress Office Tampa 2,67 16,47( — 30¢ 2,67 16,77¢ 19,45: 1,73 1989 5-40 yrs.
Anchor Glass Office Tampa 1,281 11,31¢ — 1,615 1,281 12,93¢ 14,21¢ 4,85¢ 1988 5-40 yrs.
Avion Park Land Office Tampa 5,231 — — 1,487 5,231 1,487 6,72¢ 12C N/A N/A
Bayshore Office Tampa 2,27¢ 11,817 — 1,057 2,27¢ 12,87 15,15( 4,72¢ 1990 5-40 yrs.
FBI Field Office Office Tampa (5) 4,05¢ — 40€ 27,27: 4,46( 27,27: 31,73¢ 5,42¢ 2005 5-40 yrs.
Feathersound
Corporate Center Il Office Tampa 80z 7,46% — 1,77¢ 80z 9,231 10,03¢ 3,18¢ 1986 5-40 yrs.
Harborview Plaza Office Tampa 21,049 3,531 29,94« 96¢ (1,339 4,50¢ 28,60¢ 33,11 9,84¢ 2001 5-40 yrs.
Highwoods Preserve
| Office Tampa (5) 991 — — 22,19: 991 22,19: 23,18 6,73( 1999 5-40 yrs.
Highwoods Preserv
Land Office Tampa 1,48t — 48E — 1,97(¢ — 1,97(¢ — N/A N/A
Highwoods Preserve
\% Office Tampa (5) 881 — — 27,26 881 27,26 28,14« 9,14¢ 2001 5-40 yrs.
HIW Bay Center | Office Tampa 3,56¢ — (64) 37,66( 3,501 37,66( 41,16: 6,00z 2007 5-40 yrs.
HIW Bay Center I Office Tampa 3,482 — — — 3,482 — 3,482 — N/A N/A
HIW Preserve VII Office Tampa 79C — — 12,51 79C 12,51 13,30: 1,48( 2007 5-40 yrs.
HIW Preserve VII
Garage Office Tampa — — — 6,78¢ — 6,78¢ 6,78¢ 834 2007 5-40 yrs.
Horizon Office Tampa — 6,257 — 2,49; — 8,74¢ 8,74¢ 3,46¢ 1980 5-40 yrs.
LakePointe | Office Tampa 2,10¢ 89 — 35,35( 2,10¢ 35,43¢ 37,54¢ 12,64: 1986 5-40 yrs.
LakePointe Il Office Tampa 2,00¢ 15,84¢ 672 6,89¢ 2,672 22,74« 25,41¢ 7,194 1999 5-40 yrs.
Lakeside Office Tampa — 7,36¢ — 1,77¢ — 9,14« 9,14« 3,61¢ 1978 5-40 yrs.
Lakeside/Parkside
Garage Office Tampa — — — 3,22¢ — 3,22¢ 3,22¢ 57¢ 2004 5-40 yrs.
One Harbour Place Office Tampa 2,01¢ 25,25: — 6,17¢ 2,01¢ 31,42¢ 33,44: 9,75¢ 1985 5-40 yrs.
Parkside Office Tampa — 9,407 — 3,48¢ — 12,89 12,89¢ 5,31¢ 1979 5-40 yrs.
Pavilion Office Tampa — 16,39« — 2,16¢ — 18,55¢ 18,55¢ 6,72( 1982 5-40 yrs.
Pavilion Parking
Garage Office Tampa — — — 5,60( — 5,60( 5,60( 1,70¢ 1999 5-40 yrs.
Spectrum Office Tampa 1,45¢ 14,50: — 5,857 1,45¢ 20,35¢ 21,81 7,37¢ 1984 5-40 yrs.
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Tower Place Office Tampa (5) 3,21¢ 19,89¢ — 2,661 3,21¢ 22,56¢ 25,78 9,15(C 1988 5-40 yrs.
Westshore Square  Office Tampa 1,12¢ 5,18¢ — 61€ 1,12¢ 5,80: 6,92¢ 1,97: 1976 5-40 yrs.
Independence Park
Land Office Tampa 4,94: — — — 4,94: — 4,94: — N/A N/A
Independence Park Office Tampa 2,53] 4,52¢ — 72€ 2,531 5,25 7,78¢ 13¢ 1983 5-40 yrs.
503,69: 1,573,931 (28,719 1,570,231 474,97 3,144,16! 3,619,14! 901,30(

2011 Encumbrance Notes

(1) These assets are pledged as collateral for a 882920 first mortgage loe

(2) These assets are pledged as collateral for a 32AMfirst mortgage los

(3) These assets are pledged as collateral for a 3BD@Dfirst mortgage los

(4) These assets are pledged as collateral for a 82020 first mortgage loe

(5) These assets are pledged as collateral for a $23,9@0 first mortgage loe

(6) These assets are pledged as collateral for a $128®0 first mortgage loe
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Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatp authorized, in the City of Raleigh, State afrth Carolina, on February 7, 2012 .

Highwoods Properties, Inc.

By: /sl Edward J. Fritsch
Edward J. Fritsch
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpihe following persons on behalf
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Edward J. Fritsch

/s Thomas W. Adler Director February 7, 2012
Thomas W. Adler

/s/ Gene H. Anderson Director February 7, 2012
Gene H. Anderson

/s/ David J. Hartzell Director February 7, 2012
David J. Hartzell

/sl Sherry A. Kellett Director February 7, 2012
Sherry A. Kellett

/sl Mark F. Mulhern Director February 7, 2012
Mark F. Mulhern

/sl L. Glenn Orr, Jr. Director February 7, 2012
L. Glenn Orr, Jr.

/sl Terry L. Stevens Senior Vice President and Chief Financial Office February 7, 2012

Terry L. Stevens

/s/ Daniel L. Clemmens Vice President and Chief Accounting Officer February 7, 2012
Daniel L. Clemmens
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regidthas duly caused this report tc
signed on its behalf by the undersigned, theredaty authorized, in the City of Raleigh, State afrth Carolina, on February 7, 2012 .

Highwoods Realty Limited Partnership
By:  Highwoods Properties, Inc., its sole genesatiper

By: /sl Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpihe following persons on behalf
the Registrant and in the capacity and on the datbsated.

Signature Title Date

/sl O. Temple Sloan, Jr. Chairman of the Board of Directors of the GehBartner February 7, 2012
O. Temple Sloan, Jr.

President, Chief Executive Officer and Directottlod General
/sl Edward J. Fritsch Partner February 7, 2012

Edward J. Fritsch

/sl Thomas W. Adler Director of the General Partner Februarg0m,2
Thomas W. Adler

/sl Gene H. Anderson Director of the General Partner Februarg0n,2
Gene H. Anderson

/s/ David J. Hartzell Director of the General Partner Februarg0m,2
David J. Hartzell

/sl Sherry A. Kellett Director of the General Partner Februarg0n,2
Sherry A. Kellett

/sl Mark F. Mulhern Director of the General Partner Februarg0n,2
Mark F. Mulhern

/s/ L. Glenn Orr, Jr. Director of the General Partner Februarg0m,2
L. Glenn Orr, Jr.

Senior Vice President and Chief Financial Offickthe
/sl Terry L. Stevens General Partner February 7, 2012

Terry L. Stevens

Vice President and Chief Accounting Officer of tAeneral
/s/ Daniel L. Clemmens Partner February 7, 2012

Daniel L. Clemmens
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Exhibit 12.1

HIGHWOODS PROPERTIES, INC.
RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

2011 2010 2009 2008 2007

Earnings:

Income from continuing operations before equity in

earnings of unconsolidated affiliates $ 39,62: $ 67,08¢ $ 41,037 $ 31,64 $ 35,80¢

Fixed charges 98,02« 96,31t 92,96¢ 108,27: 111,47¢

Capitalized interest (589) (1,419 (4,55%) (8,317 (9,747

Distributions of earnings from unconsolidated &ifits 5,02¢ 4,43: 4,18( 5,99¢ 4,462
Total earnings $ 142,08 $ 166,41¢ $ 133,63( $ 137,59: $ 142,00!
Fixed charges and Preferred Stock dividends:

Contractual interest expense $ 91,83¢ $ 87,72¢ $ 8198: $ 92,85¢ $ 93,97¢

Amortization of deferred financing costs 3,312 3,38t 2,76( 2,71¢ 2,41¢

Financing obligations interest expense 84¢ 2,261 2,062 2,91¢ 3,93(

Capitalized interest 58¢ 1,41¢ 4,55¢ 8,31z 9,74:

Interest component of rental expense 1,43¢ 1,52¢ 1,60¢ 1,467 1,41¢
Total fixed charges 98,02« 96,31¢ 92,96¢ 108,27: 111,47¢

Preferred Stock dividends 4,55 6,70¢ 6,70¢ 9,80¢ 13,477
Total fixed charges and Preferred Stock dividends $ 102,577 $ 103,020 $ 99,67¢ $ 118,070 $ 124,95!
Ratio of earnings to fixed charges 1.4¢ 1.72 1.44 1.27 1.27

Ratio of earnings to combined fixed charges and Pferred _
Stock dividends 1.3¢ 1.62 1.34 1.17 1.14




Exhibit 12.2

HIGHWOODS REALTY LIMITED PARTNERSHIP
RATIO OF EARNINGS TO FIXED CHARGES AND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED UNIT DISTRIBUTIONS

2011 2010 2009 2008 2007

Earnings:

Income from continuing operations before equity in

earnings of unconsolidated affiliates $ 39,62: % 67,08¢ $ 41,037 % 3158 $ 35,85t

Fixed charges 98,02« 96,31t 92,96¢ 108,27: 111,39

Capitalized interest (589) (1,419 (4,55%) (8,317 (9,747

Distributions of earnings from unconsolidated &ifits 5,00¢ 4,371 4,10 5,97¢ 4,271
Total earnings $ 142,06 $ 166,36: $ 133,55! $ 137,51 $ 141,78(
Fixed charges and Preferred Unit distributions:

Contractual interest expense $ 91,83t $ 87,72¢ % 81,98 $ 92,85¢ $ 93,89

Amortization of deferred financing costs 3,312 3,38t 2,76( 2,71¢ 2,41¢

Financing obligations interest expense 84¢ 2,261 2,062 2,91¢ 3,93(

Capitalized interest 58¢ 1,41¢ 4 55k 8,31 9,74%

Interest component of rental expense 1,43¢ 1,524 1,60¢ 1,467 1,41¢
Total fixed charges 98,02« 96,31¢ 92,96¢ 108,27: 111,39

Preferred Unit distributions 4,55°% 6,70¢ 6,70¢ 9,80¢ 13,477
Total fixed charges and Preferred Unit distributions $ 102,577 $ 103,02: $ 99,67¢ $ 118,07 $ 124,87:
Ratio of earnings to fixed charges 1.4¢ 1.72 1.44 1.27 1.27

Ratio of earnings to combined fixed charges and Pferred
Unit distributions 1.3¢ 1.61 1.34 1.1€ 1.14




Subsidiaries of Highwoods Properties, Inc.

Highwoods Realty Limited Partnership, a North Cax@limited partnership
Highwoods/Tennessee Holdings, L.P., a Tennesséiedimpartnership

Highwoods Services, Inc., a North Carolina corpiorat
HRLP Riverwood, LLC, a Delaware limited liabilitpmpany

HRLP Fourth Avenue, LLC, a Delaware limited liabilcompany

* We have omitted the names of other direct and @éuetlisubsidiaries of Highwoods Properties, Inc. heeauch other
subsidiaries, considered in the aggregate as &esnsidiary, would not constitute a significanbsidiary.

Subsidiaries of Highwoods Realty Limited Partnersip

Highwoods/Tennessee Holdings, L.P., a Tennesséiedimpartnership
Highwoods Services, Inc., a North Carolina corpiorat

HRLP Riverwood, LLC, a Delaware limited liabilipmpany

HRLP Fourth Avenue, LLC, a Delaware limited liatilcompany

* We have omitted the names of other direct and éetlisubsidiaries of Highwoods Realty Limited Parshg because

such other subsidiaries, considered in the aggeegma single subsidiary, would not constitutegaiicant subsidiary.
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegiion Statements No. 333-12117, 333-29759, 3301, 333-160521, and 338835¢
on Form S-8, and Registration Statements No. 333-34@, 333-158408 and 333-172134 on Forr8, $f our reports dated February 7, 2(
relating to the consolidated financial statements financial statement schedules of Highwoods Rtigss Inc. and subsidiaries (the “Company”
and the effectiveness of the Company's internairobaver financial reporting, appearing in thisrral Report on Form 1K-of the Company fc
the year ended December 31, 2011.

/s/ Deloitte & Touche LLP

Raleigh, North Carolina
February 7, 2012



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference inifegion Statement No. 333-172134-01 on Forr8, $f our reports dated February

2012, relating to the consolidated financial staeta and financial statement schedules of Highwdtetsty Limited Partnership and subsidia
(the “Operating Partnership”) appearing in this AahReport on Form 10-K of the Company for the yeradted December 31, 2011.

/sl Deloitte & Touche LLP

Raleigh, North Carolina
February 7, 2012



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

I have reviewed this Annual Report on FormKL6f Highwoods Properties, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the Registrant as of, andti@ periods presented in this report;

4. The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithhe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahmgorting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadiisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls amdguures, as of the end of the period coverediby¢iport based on such evaluat
and

(d) disclosed in this report any change in theiegnt’s internal control over financial reportitigat occurred during the Registrant
most recent fiscal quarter (the Registrarfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the Regasi’'s internal control over financial reporting;dan

5. The Registrard’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financia
reporting, to the Registrant's auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refivancial information; and

(b) any fraud, whether or not material, that imed management or other employees who have a is@mtifrole in the Registramst’
internal control over financial reporting.

Date: February 7, 2012

/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:

I have reviewed this Annual Report on FormKL6f Highwoods Properties, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the Registrant as of, andti@ periods presented in this report;

4. The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithhe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahmgorting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadiisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls amdguures, as of the end of the period coverediby¢iport based on such evaluat
and

(d) disclosed in this report any change in theiegnt’s internal control over financial reportitigat occurred during the Registrant
most recent fiscal quarter (the Registrarfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the Regasi’'s internal control over financial reporting;dan

5. The Registrard’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financia
reporting, to the Registrant's auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refivancial information; and

(b) any fraud, whether or not material, that imed management or other employees who have a is@mtifrole in the Registramst’
internal control over financial reporting.

Date: February 7, 2012

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officer




Exhibit 31.3

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Edward J. Fritsch, certify that:

I have reviewed this Annual Report on FormKLOf Highwoods Realty Limited Partnersk

Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the Registrant as of, andti@ periods presented in this report;

4. The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithhe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahmgorting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadiisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls amdguures, as of the end of the period coverediby¢iport based on such evaluat
and

(d) disclosed in this report any change in theiegnt’s internal control over financial reportitigat occurred during the Registrant
most recent fiscal quarter (the Registrarfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the Regasi’'s internal control over financial reporting;dan

5. The Registrard’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financia
reporting, to the Registrant's auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refivancial information; and

(b) any fraud, whether or not material, that imed management or other employees who have a is@mtifrole in the Registramst’
internal control over financial reporting.

Date: February 7, 2012

/s/ Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer of the GehBeatner




Exhibit 31.4

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT

I, Terry L. Stevens, certify that:

I have reviewed this Annual Report on FormKLOf Highwoods Realty Limited Partnersk

Based on my knowledge, this report does notatomny untrue statement of a material fact ortdnstate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the Registrant as of, andti@ periods presented in this report;

4. The Registrant’s other certifying officers drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant andehav

(a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithhe period in which this report is being prepared

(b) designed such internal control over financial réipgr or caused such internal control over finahmgorting to be designed un
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the Registsadiisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls amdguures, as of the end of the period coverediby¢iport based on such evaluat
and

(d) disclosed in this report any change in theiegnt’s internal control over financial reportitigat occurred during the Registrant
most recent fiscal quarter (the Registrarfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the Regasi’'s internal control over financial reporting;dan

5. The Registrard’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robrdver financia
reporting, to the Registrant's auditors and the iA@bmmittee of the Registrast’'Board of Directors (or persons performing
equivalent functions):

(a) all significant deficiencies and material weaknesisethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refivancial information; and

(b) any fraud, whether or not material, that imed management or other employees who have a is@mtifrole in the Registramst’
internal control over financial reporting.

Date: February 7, 2012

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officktha
General Partner




Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsferties, Inc. (the “Company”) on Form 10-K foetheriod ende®ecember 31, 20:
as filed with the Securities and Exchange Commissiothe date hereof (the “Report;)Edward J. Fritsch, President and Chief Execu@ifcer
of the Company, certify, pursuant to 18 U.S.C. §0,3s adopted pursuant to § 906 of the Sarbanks ®@xt of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; ¢

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

/s/ Edward J. Fritsch

Edward J. Fritsch
President and Chief Executive Officer

February 7, 2012




Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of Highwoodsferties, Inc. (the “Company”) on Form 10-K foetheriod ende®ecember 31, 20:
as filed with the Securities and Exchange Commissin the date hereof (the “Reportl),Terry L. Stevens, Senior Vice President and €
Financial Officer of the Company, certify, pursuamtl8 U.S.C. § 1350, as adopted pursuant to 9@t Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; ¢

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

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officer

February 7, 2012




Exhibit 32.3

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partnggghon Form 10K for the periot
ended December 31, 2011 as filed with the Secsrétied Exchange Commission on the date hereof Repdrt”), |, Edward J. Fritsch, Presidt

and Chief Executive Officer of Highwoods Properties., general partner of the Operating Partnerstertify, pursuant to 18 U.S.C. § 1350
adopted pursuant to § 906 of the Sarbanes-OxlepA2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended,; ¢

2) The information contained in the Report fairly pets, in all material respects, the financial ctodiand results of operations of
Operating Partnership.

/s/ Edward J. Fritsch

Edward J. Fritsch

President and Chief Executive Officer of the GehBaatner
February 7, 2012




Exhibit 32.4

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT

In connection with the Annual Report of HighwoodsaRy Limited Partnership (the “Operating Partngr§hon Form 10K for the periot
ended December 31, 2011 as filed with the Secaritiel Exchange Commission on the date hereof Reedrt”),l, Terry L. Stevens, Senior Vi

President and Chief Financial Officer of Highwod®®perties, Inc., general partner of the Operdtagnership, certify, pursuant to 18 U.S.!
1350, as adopted pursuant to § 906 of the Sarb@rkes+ Act of 2002, that:

1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; ¢

2) The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results of operations of
Operating Partnership.

/sl Terry L. Stevens

Terry L. Stevens
Senior Vice President and Chief Financial Officethe General Partner
February 7, 2012




