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HIGHWOODS PROPERTIES, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 14, 1998

You are cordially invited to attend the 1998 anmaakting of stockholders of Highwoods Propertias, (the "Company") to be held on
Thursday, May 14, 1998, at 3:00 p.m., at the Ral®grriott Crabtree Valley, 4500 Marriott Drive, IBmyh, North Carolina, for the followin
purposes:

1. To elect four directors;

2. To consider and vote upon a proposal to amem@€tmpany's Amended and Restated 1994 Stock Opkaom

3. To consider and vote upon a proposal to amen€tdmpany's Amended and Restated Articles of lraratjon;

4. To ratify the appointment of Ernst & Young LLP iadependent auditors of the Company for the ¥&@8al year; and

5. To transact such other business as may propentg before such meeting or any adjournments thereo

Only stockholders of record at the close of busir@sMarch 17, 1998 will be entitled to vote at theeting or any adjournments thereof.

IF YOU ARE UNABLE TO BE PRESENT AT THE MEETING INEERSON, PLEASE SIGN AND DATE THE ENCLOSED PROXY,
WHICH IS BEING SOLICITED BY THE BOARD OF DIRECTOR&ND RETURN IT PROMPTLY IN THE ENCLOSED ENVELOPE.

BY ORDER OF THE BOARD OF DIRECTORS

EDWARD J. FRITSCH
EXECUTIVE VICE PRESIDENT, CHIEF OPERATING OFFICER AND
SECRETARY



HIGHWOODS PROPERTIES, INC.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

PROXY STATEMENT
FOR
ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON MAY 14, 1998

This proxy statement is furnished to stockholdéndighwoods Properties, Inc., a Maryland corponatfthe "Company"), in connection with
the solicitation of proxies for use at the 1998imeeting of stockholders (the "Meeting") of @mpany to be held on Thursday, May 14,
1998, at 3:00 p.m., at the Raleigh Marriott Crabtvalley, 4500 Marriott Drive, Raleigh, North Canal, for the purposes set forth in the
notice of meeting. This solicitation is made ondidébf the board of directors of the Company (tBedrd of Directors").

Holders of record of shares of common stock (therti@on Stock") of the Company as of the close ofrfass on the record date, March 17,
1998, are entitled to receive notice of, and tee\adt the Meeting. The outstanding Common Stoclktitotes the only class of securities
entitled to vote at the Meeting, and each sha@oshmon Stock entitles the holder thereof to one vat the close of business on March 17,
1998, there were 50,604,018 shares of Common $eukd and outstanding.

Shares represented by proxies in the form enclassdch proxies are properly executed and retuaratnot revoked, will be voted as
specified. Where no specification is made on a @ngpexecuted and returned form of proxy, the sharé be voted FOR the election of all
nominees for director, FOR the amendment of the izow's Amended and Restated 1994 Stock Option P@R,the amendment of the
Company's Amended and Restated Articles of Incatpmm and FOR the proposal to ratify the appointhoéicrnst & Young LLP as
independent auditors. To be voted, proxies musildnbwith the Secretary of the Company prior te tiose of voting at the Meeting. Proxies
may be revoked at any time before exercise thdmedifing a notice of such revocation or a latetethproxy with the Secretary of the
Company or by voting in person at the Meeting.

The Company's 1997 Annual Report for the year eflmbmber 31, 1997 has been mailed with this pstatement. This proxy statement,
the form of proxy and the 1997 Annual Report wesdled to stockholders on or about April 14, 199Be Principal executive offices of the
Company are located at 3100 Smoketree Court, 8Q@eRaleigh, North Carolina 27604.

PROPOSAL ONE:
ELECTION OF DIRECTORS
BOARD OF DIRECTORS

The directors of the Company are divided into tholesses, with approximately otfgrd of the directors elected by the stockholdersually.
John W. Eakin and L. Glenn Orr, Jr., whose termaffie expire at the Meeting, have been nomin&e@lection at the Meeting as directors
for three-year terms, to hold office until the 200inual meeting of stockholders and until theircegsors are elected and qualified. Stephen
Timko, whose term of office also expires at the Nteg has been nominated for election at the Mgadm a director for a one-year term, to
hold office until the 1999 annual meeting of stomklers and until his successor is elected andfipchlin addition, to fill a vacancy created
by an increase in the authorized number of directtames R. Heistand, a senior vice presidentof th
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Company, has been nominated for election at thetiveas a director for a three-year term, to hdfite until the 2001 annual meeting of
stockholders and until his successor is electedjaatified.

The Board of Directors of the Company recommendsta FOR Messrs. Eakin, Orr, Timko and Heistandieectors to hold office until the
expiration of the terms for which they have beemimated and until their successors are electedjaatified. Should any one or more of
these nominees become unable to serve for anynmedmoBoard of Directors may designate substitot@inees, in which event the person
named in the enclosed proxy will vote for the a@tetof such substitute nominee or nominees, or rdyce the number of directors on the
Board of Directors.

NOMINEESFOR ELECTION TO TERM EXPIRING 2001

JOHN W. EAKIN, 43, has been a director and senice president of the Company since the Companytgenavith Eakin & Smith, Inc. in
April 1996. Mr. Eakin previously served as prestdefiiEakin & Smith, Inc. Mr. Eakin is a member b&tboards of directors of CCA Prison
Realty Trust and Central Parking Corporation amdattivisory board of First American National BanKNafshville.

JAMES R. HEISTAND, 45, has been a senior vice plierdi of the Company since the Company's mergerAdtociated Capital Properties,
Inc. in October 1997. Mr. Heistand previously seras president of Associated Capital Properties, In

L. GLENN ORR, JR., 57, has been a director of toen@any since February 1995. Mr. Orr is a direcf@®B&T Financial and was chairman
of the board of directors, president and chief akee officer of Southern National Corporation prio its merger with Branch Banking &
Trust. Mr. Orr is a member of the boards of direztof Ladd Furniture Company and The Polymer Grddip.Orr previously served as
president and chief executive officer of ForsytmBand Trust Co., president of Community Bank ie&aville, S.C. and president of the
North Carolina Bankers Association. He is a trustieé/ake Forest Universit

NOMINEESFOR ELECTION TO TERM EXPIRING 1999

STEPHEN TIMKO, 69, has been a director of the Comypsince February 1995. Mr. Timko is treasurer eaénit Corporation. He has
served as associate vice president of financialraffor Temple University and chief financial a#r and executive vice president of finance
and administration for Beaunit Corporation.

INCUMBENT DIRECTORS-- TERM EXPIRING 1999

THOMAS W. ADLER, 57, has been a director of the @amy since its initial public offering in June 19@Hhe "IPO"). Mr. Adler is a
principal of Cleveland Real Estate Partners, abfeged real estate service company based in Cleljario. Mr. Adler has served five years
as a member of the executive committee and boagdwdrnors of the National Association of Real Estavestment Trusts ("NAREIT"), a
he was national president in 1990 of the Societindéistrial and Office Realtors. Mr. Adler formesgrved on the board of directors of the
National Association of Realtors and currently ssren the board of governors of the American SpcieReal Estate Counselo

WILLIAM E. GRAHAM, JR., 68, has been a directortbE Company since the IPO. Mr. Graham is a lawygrivate practice with the firm
of Hunton & Williams. Before joining Hunton & Willims on January 1, 1994, Mr. Graham was vice chaiwh&arolina Power & Light
Company and had previously served as its geneualsad. Mr. Graham is a former member of the bo&rrectors of Carolina Power &
Light Company and currently serves as chairmaheRaleigh board of directors of NationsBank. H® alerves on the board of trustees of
BB&T Mutual Funds Group.



WILLARD H. SMITH JR., 61, has been a director o tGompany since April 1996. Mr. Smith previouslyvegl as a managing director of
Merrill Lynch. Mr. Smith is a member of the boamfsdirectors of Cohen & Steers Realty Shares, Cé&teers Realty Income Fund, Col
& Steers Special Equity Fund, Inc., Cohen & Stdartal Return Realty Fund, Cohen & Steers Equitpime Fund, Essex Property Trust,
Inc., Realty Income Corporation and Willis Leasedficial Corporation.

WILLIAM T. WILSON lll, 43, has been a director di¢ Company since the Company's combination witlsyEbrPartners in February 1995.
Mr. Wilson served as executive vice president ef@ompany from February 1995 until June 1997. Mits joined Forsyth Partners in
1982 and became its president in 1993. Mr. Wilsemes on the board of directors of Amos CottageaR#itation Hospital, an affiliate of the
department of pediatrics of Bowman Gray School efdMine, and the board of visitors of Wake Foresiversity School of Law.

INCUMBENT DIRECTORS-- TERM EXPIRING 2000

GENE H. ANDERSON, 52, has been a director and sefide president of the Company since the Comparyisbination with Anderson
Properties, Inc. in February 1997. Mr. Andersornvimesly served as president of Anderson Properities,Mr. Anderson is an officer and
former director of the National Association of Istiial and Office Properties ("NAIOP").

RONALD P. GIBSON, 53, has been president, chietakee officer and a director of the Company siitsdirst election of officers in Marc
1994. Mr. Gibson is a founder of the Company's @cedsor, served as its president since its incatiparin 1992 and served as its managing
partner since its formation in 1978. Mr. Gibsom imiember of the Society of Industrial and OfficelR@s and is a director of Capital
Associated Industries.

O. TEMPLE SLOAN, JR., 59, is chairman of the Boafdirectors, a position he has held since Marc®419/r. Sloan is a founder of the
predecessor of the Company. He is also chairmarclaieflexecutive officer of General Parts, Incnagionwide distributor of automobile
replacement parts, which he founded. Mr. Sloandsexctor of NationsBank, N.A. and Southern Equiptf@ompany and is a trustee of St.
Andrews College.

JOHN L. TURNER, 51, has been vice chairman of tharB of Directors and chief investment officer loé {Company since the Company's
combination with Forsyth Partners in February 1996.Turner co-founded the predecessor of Forsyitiriers in 1975. Mr. Turner is active
in several Piedmont Triad economic developmenttarginess recruiting organizations. Mr. Turner seérwe the University of North Carolir

board of visitors and on the Winston-Salem boardiiectors of NationsBank.

COMMITTEESOF THE BOARD OF DIRECTORS; MEETINGS

The Board of Directors has established an auditneiti®e that consists of Messrs. Graham, Smith amkd. The audit committee makes
recommendations concerning the engagement of imdigpé public accountants, reviews with the indepabgublic accountants the plans
and results of the audit engagement, approvesguiofeal services provided by the independent palgiiountants, reviews the independence
of the independent public accountants, considersehge of audit and non-audit fees and reviewadeguacy of the Company's internal
accounting controls. During 1997, the audit comeeitheld five meetings.

The Board of Directors has established an execotivepensation committee to determine compensatiothé Company's executive officers
and to implement the Company's Amended and Rest&@4 Stock Option Plan (the "Stock Option Plaiffje compensation committee
consists of Messrs. Adler, Graham, Orr and Sloamirg 1997, the compensation committee held fougtings.

The Board of Directors has established an investic@nmittee consisting of Messrs. Adler, GibsomaBl Turner and Eakin. Mr. Heistand
has served as a non-voting member of the investoweninittee since joining the Company in October7l9%he investment committee
oversees the acquisition and new investment prog¢éssinvestment
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committee generally meets weekly to review new $tiveent opportunities with the Company's acquisiiersonnel and to make formal
recommendations to the Board of Directors concersirch opportunities.

The Board of Directors has established an execotivemittee consisting of Messrs. Adler, Gibson, @ Sloan. The executive committee
meets on call by the chairman of the Board of Daexduring the intervals between meetings of tleBfoard of Directors and may exercise
all of the powers of the Board of Directors, subjecthe limitations imposed by applicable law, byaws or the Board of Directors.

The Board of Directors held seven meetings in 1997.
COMPENSATION OF DIRECTORS

The Company pays directors who are not officethefCompany (“Independent Directors") fees forrthervices as directors. Independent
Directors receive annual compensation of $15,008 plfee of $1,250 (plus out-of-pocket expenseattendance in person at each meeting
of the Board of Directors, $500 for each committegeting attended and $250 or $400 for each telephwreting of the Board of Directors

a committee. In addition, non-officer members & itvestment committee receive an additional anretalner of $30,000 and $1,000 per
day for property visits. Upon becoming a directbthe Company, each Independent Director receipéisius to purchase 10,000 shares of
Common Stock at an exercise price equal to thenfaikket value on the date of grant. Independerddors are also eligible for discretionary
awards of stock options and may elect to receipertion of their retainer and meeting fees in therf of stock options. Officers of the
Company who are directors are not paid any dirdfeies.



EXECUTIVE COMPENSATION

The following table sets forth certain informatiooncerning the compensation of the chief executffieer and the four other most highly
compensated executive officers of the Company"(ttzened Executive Officers") for the years endedddaber 31, 1997, December 31, 1
and December 31, 1995:

SUMMARY COMPENSATION TABLE

Annual Conpensation Long- Term
------------------- Conpensation(2) Al O her
NAME AND PRI NCI PAL PGCSI TI ON Year Sal ary Bonus( 1) Options (#) Conpensat i on(3)
Ronald P. G bson 1997 $285, 551 $375,000 = ----- $4, 750
Presi dent and Chi ef Executive Officer 1996 $205, 000 $268, 750 350, 000 $4, 750
1995 $173, 397 $218, 750 20, 000 $2, 310
John L. Turner 1997 $199, 836 $250,000  ----- $4, 750
Chi ef Investment O ficer 1996 $161, 250 $206, 250 210, 000 $4, 750
1995 $125, 230 $119, 531 45, 000 $2, 250
Edward J. Fritsch 1997 $177, 262 $200,000  ----- $4, 750
Executive Vice President, 1996 $142, 500 $150, 000 100, 000 $4, 750
Chi ef Operating Officer and Secretary 1995 $113, 750 $105, 000 10, 000 $4, 559
John W Eakin
Seni or Vice President 1997 $199, 836 $200,000  ----- $4, 750
1996 $108, 750 $87, 000 142,500  -----
1995  ----- ea-- aeeee e
Carman J. Liuzzo 1997 $170, 168 $200,000  ----- $4, 750
Vice President, Chief Financial Oficer 1996 $122, 500 $68, 500 220, 000 $4, 750
and Treasurer 1995 $130, 282 $90, 000 10, 000 $756

(1) Includes amounts earned in the indicated pesioidch were paid in the following year. Twenty pemt of the bonus is in the form of units
of phantom stock. Employees are credited with @ifipd number of units of phantom stock equal torsaumber of shares of Common St
as could be purchased with 25% of the employesls lbanus. Five years from the date of the phantookgrant, employees will receive the
value of a share of Common Stock for each unithafrpom stock. At the end of such five-year pergithntom stock holders also receive the
value of the dividends paid during the period om¢brresponding Common Stock assuming dividendresiment. Payouts with respect to
phantom stock grants may be made in shares of Con8taxk or cash or both. If an executive officavies the Company's employ for any
reason (other than death, disability or normateetent) prior to the end of the five-year peridtlawards under the deferred compensation
plan will be forfeited.

(2) Options include: (i) incentive stock option) lonqualified stock options; and (iii) Common iaptions. Options generally vest over a
five-year period beginning with the date of grafmnounts shown include options based on the inditpériod's performance but granted in
the following year. Option amounts for 1997 perfamoe have not yet been determined.

(3) Represents amounts contributed by the Compadgrnthe Salary Deferral and Profit Sharing Plan.

The following table sets forth certain informatieith respect to options granted in 1997 to the NaiBeecutive Officers:
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OPTION GRANTSIN 1997

POTENTI AL REALI ZATI ON

PERCENT OF VALUE AT ASSUMED
NUMBER OF TOTAL OPTI ONS EXERCI SE ANNUAL RATES OF STOCK
SECURI Tl ES GRANTED TO PRI CE PRI CE APPRECI ATI ON FOR OPTI ON
UNDERLYI NG EMPLOYEES PER EXPI RATI ON TERM 2)

NANVE OPTI ONS( 1) I'N 1997 SHARE DATE 5% 10%
Ronal d P. G bson

Incentive Stock Options... 18, 900 . 8% $31. 63 April 29, 2007 $375, 921 $952, 749

Nonqual i fi ed Stock Options(3) 50, 000 2.2% $31.63(3) April 29, 2007 $994, 500( 3) $2, 520, 500( 3)

Common Unit Options(4).... 81, 100 3.6% $31. 63 April 29, 2007 $1, 613, 079 $4, 088, 251

Common Unit Options(4).... 200, 000 8. 9% $34.31 Novenber 4, 2007 $4, 316, 000 $10, 936, 000
John L. Turner

Incentive Stock Options... 18, 900 . 8% $31. 63 April 29, 2007 $375, 921 $952, 749

Nonqual i fied Stock Options(3) 40, 000 1.8% $31. 63(3) April 29, 2007 $795, 600( 3) $2, 016, 400( 3)

Common Unit Options(4).... 61, 100 2. 7% $31. 63 April 29, 2007 $1, 215, 279 $3, 080, 051

Common Unit Options(4).... 90, 000 4. 0% $34.31 Novenber 4, 2007 $1, 942, 200 $4, 921, 200
Edward J. Fritsh

Incentive Stock Options... 18, 900 . 8% $31. 63 April 29, 2007 $375, 921 $952, 749

Nonqual i fi ed Stock Options(3) 33,330 1.5% $31. 63(3) April 29, 2007 $662, 934( 3) $1, 680, 165(3)

Common Unit Options(4).... 47,770 2. 1% $31. 63 April 29, 2007 $950, 145 $2, 408, 086
John W Eakin

Incentive Stock Options... 18, 900 . 8% $31. 63 April 29, 2007 $375, 921 $952, 749

Nonqual i fi ed Stock Options(3) 33,330 1.5% $31. 63(3) April 29, 2007 $662, 934( 3) $1, 680, 165(3)

Common Unit Options(4).... 47,770 2. 1% $31. 63 April 29, 2007 $950, 145 $2, 408, 086
Carman J. Liuzzo

Incentive Stock Options... 18, 900 . 8% $31. 63 April 29, 2007 $375, 921 $952, 749

Nonqual i fi ed Stock Options(3) 40, 000 1. 8% $31.63(3) April 29, 2007 $795, 600( 3) $2, 016, 400( 3)

Common Unit Options(4).... 61, 100 2. 7% $31. 63 April 29, 2007 $1, 215, 279 $3, 080, 051

Common Unit Options(4).... 100, 000 4. 4% $34. 31 Novenmber 4, 2007 $2, 158, 000 $5, 468, 000

(1) Options granted in 1997 were based on 199&®paence. Accordingly, amounts are shown in Sumr@anypensation Table above as
1996 compensation. Options generally vest overexyfear period beginning with the date of grant.

(2) Realizable values have been reduced by theh@e option exercise price that each optioneebwillequired to pay to the Company in
order to exercise the options.

(3) Nonqualified stock options granted in 1997 waceompanied by a dividend equivalent right (a "DERirsuant to the 1997 Performance
Award Plan. The exercise price of such a stockooptiay be reduced by an amount equal to the siath dfvidends and other distributions
that are made with respect to a share of CommarkSharing the period beginning on the date of geartt ending upon exercise or expiral
of such stock option. Therefore, the exercise gr@eshare of nonqualified stock options accomphhieDERs may be lower upon exercise,
and the potential realization values of such otioray be higher upon exercise, than the correspgradnounts set forth in the table.

(4) The Common Unit options were issued pursuattiedHighwoods/Forsyth Limited Partnership 1997t@ption Plan. Common Unit
options are similar to nonqualified stock optiomsept that the holder is entitled to purchase compartnership interests ("Common Units")
in Highwoods/Forsyth Limited Partnership (the "Cgigrg Partnership”). The Operating Partnershipigmolled by the Company as its sole
general partner. Each Common Unit received upomrxieecise of a Common Unit option may be redeenyethé holder thereof for the cash
value of one share of Common Stock. Assuming agpraivthe proposed amendment to the Stock Optian Bbntained herein, the Comp:
intends to allow holders of the Common Unit optitmsonvert them to nonqualified stock options. S&®posal Two: Amendment to
Amended and Restated 1994 Stock Option Plan."



The following table sets forth certain informatiaith respect to options held by the Named ExeculMficers at year-end 1997:

DISPOSITION OF OPTIONSIN 1997/1997 YEAR-END OPTION VALUES

SHARES NUMBER OF SECURI TI ES UNDERLYI NG
UNDERLYI NG UNEXERCI SED OPTI ONS AT VALUE OF UNEXERCI SED | N- THE- MONEY

OPTI ONS VALUE 1997 YEAR- END OPTI ONS AT 1997 YEAR- END( 1)
NAVE DI SPOSED OF REALI ZED EXERCI SABLE UNEXERC!| SABLE EXERCI SABLE UNEXERCI SABLE
Ronald P. Gbson..........  -----  ----- 23,150 386, 850 $341, 314 $1, 905, 086
John L. Turner............  —==--  ooo-- 14, 400 240, 600 $202, 464 $1, 463, 736
Edward J. Fritsch......... -----  ----- 18, 150 121, 850 $260, 364 $875, 736
John W Eakin.............  =----  ----- 3,150 139, 350 $17,514 $950, 311
Carman J. Liuzzo..........  -----  ----- 15, 650 239, 350 $219, 889 $1, 234, 461

(1) Based on a closing price of $37.19 per sha@ashmon Stock on December 31, 1997.
EMPLOYMENT CONTRACTS

Mr. Turner entered into a three-year employmentre@h with the Company in February 1995 and Mr.igahtered into a three-year
employment contract with the Company in April 1996ese contracts provide for a minimum annual lsasary at the rate of $150,000 for
Mr. Turner and $145,000 for Mr. Eakin. The minimamnmual base salary may be increased by the Bodb@rexdtors. As of December 31,
1997, the annual base salary rate was $200,00#btorMr. Turner and Mr. Eakin. Each contract in@sgbrovisions restricting the officers
from competing with the Company during employmeard,sexcept in certain circumstances, for a limjgedod of time after termination of
employment. Each of the employment contracts pes/fdr severance payments in the event of ternoimdity the Company without cause
equal to the officer's base salary at the rate itheffect for the later of one year from the datéermination or three years from the contract
date.

The Company has entered into a change in contrdtact with each of Messrs. Gibson, Turner, Frité&dkin and Liuzzo. The contract
provides in general that, in the event that the @amy or the Operating Partnership is acquired logreen company or any of certain other
changes in control of the Company or the Opera®iagnership should occur and, further, if withinr@dnths from the date of such
acquisition or change in control, the employmentessrs. Gibson, Turner, Fritsch, Eakin or Liuzzterminated without cause, their
responsibilities are changed, their salaries ateaed or their responsibilities are diminished, 84esGibson, Turner, Fritsch, Eakin and
Liuzzo will be entitled to receive 2.99 times adasnount. An executive's base amount for theseopagpis his average annual compensation
includible in his gross taxable income for the fixgars preceding the year in which the change mtraboccurs (or, if he has been employed
by the Company for less than those five yearstifemumber of those years during which he has begoyed by the Company, with any
partial year annualized), including base salaryamuual bonus. Additionally, the change in contanttract vests all options granted pursuant
to the Stock Option Plan and the Unit Option Plad benefits awarded under the 1997 Performance d\Reogram. Additionally, the
executive will receive a lump sum cash payment efgua stated multiple of the value of all of theseutive's unexercised stock options and
Common Unit options. The multiple is three timesMr. Gibson, two times for Messrs. Turner and lzimand one time for Messrs. Fritsch
and Eakin. The contracts are effective until Ma8&h 2000, and are automatically extended for onlitiadal year commencing at March 31,
1998 and each March 31 thereafter.



EXECUTIVE COMPENSATION COMMITTEE INTERLOCKSAND INSIDER PARTICIPATION

The executive compensation committee (the "Comatitteonsists of Messrs. Adler, Graham, Orr and 1&Idione of the members of the
Committee is an employee of the Company. Mr. Sleanformer officer of the predecessor of the Comypa

On March 18, 1997, the Company purchased 5.68 atsvelopment land in Raleigh, North Carolina$4;298,959 from Rex Drive
Associates, a partnership in which Mr. Sloan ha8.&%0 limited partnership interest. Mr. Sloan isicinan of the Board of Directors. The
purchase price was reached through negotiationtivittmanaging partner of Rex Drive Associates, ishwt an affiliate of the Company.
The Company believes the purchase price was atanates.

COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The executive compensation committee makes recomtatiens to the Board of Directors regarding comp&as and benefit policies and
practices and incentive arrangements for execuffieers and key managerial employees of the Comp@ihe Committee also considers and
grants awards under the Stock Option Plan and ijevwbods/Forsyth Limited Partnership 1997 Unit ©ptPlan (the "Unit Option Plan™).

The Committee is comprised of Independent Directdrging 1997, the Committee met four times to egwvand evaluate executive
compensation and benefit programs.

EXECUTIVE OFFICER COMPENSATION POLICIES. The Comta#'s executive compensation policies are desigmé) attract and
retain the best individuals critical to the sucoefsthe Company, (b) motivate and reward such idials based on corporate, business unit
and individual performance, and

(c) align executives' and stockholders' interdatsugh equity-based incentives.

Compensation for executives is based on the foligwarrinciples:

variable compensation should comprise a signifipaint of an executive's compensation, with the grgagye at-risk increasing at increased
levels of responsibility; employee stock ownershligns the interests of employees and stockholderspensation must be competitive with
that offered by companies that compete with the @amy for executive talent; and differences in exgeucompensation within the Compa
should reflect differing levels of responsibilitpcdaperformance.

A key determinant of overall levels of compensai®the pay practices of public equity real estatestment trusts that have revenues
comparable to the Company's (the "peer group").gées group was chosen by the Company's independemiensation and benefit
consultants.

There are three components to the Company's exeaugimpensation program: base salary, annual iveecompensation and long-term
incentive compensation. The more senior the paositiee greater the portion of compensation thaesawith performance.

Base salaries are set by the Committee and argndsbto be competitive with the peer group compgadéscribed above. Changes in base
salaries are based on the peer group's practiee§dmpany's performance; the individual's perforceaexperience and responsibility; and
increases in cost of living indices. The corpogormance measures used in determining adjustneixecutive officers' base salaries are
the same performance measures used to determinalanrd long-term incentive compensation discussdolv. Base salaries are reviewed
for adjustment annually.

The Company's executive officers participate imaus program whereby the individual executivesetiggble for cash bonuses based on a
percentage of their annual base salary rate dseqgirior December. The bonus percentage is detethtip competitive analysis and the
executive's ability to influence overall performaraf the



Company. The eligible bonus percentage is allocatg@art to Company, divisional and individual gerhance, in part to the achievement of
individual goals and in part to discretionary ewion by the Committee. The Committee considersvtdran funds from operations ("FFO")
per share, the volume and quality of acquisitiams development, completed financing activity arttbotmeasures in assessing the
performance of the Company. Sixty to seveiitg-percent of the eligible bonus percentage iarae@d upon achievement of 10% FFO gro
Growth in per-share FFO for 1997 was 14%.

In addition to the cash bonus, and as an inceiivetain executive officers, the Company's deteoempensation plan provides for the
issuance of phantom stock. Under the deferred cosgtion plan, employees are credited with a sgetifumber of units of phantom stock
equal to such number of shares of Common Stockualsl e purchased with 25% of the employee's cashd Five years from the date of
the phantom stock grant, employees will receivevtilae of a share of Common Stock for each unjthafntom stock. At the end of such five-
year period, phantom stock holders also receiverdhge of the dividends paid during the period loa ¢orresponding Common Stc

assuming dividend reinvestment. At the discretibthe Committee, payouts with respect to phantamksgrants may be made in shares of
Common Stock or cash or both. If an executive effleaves the Company's employ for any reason(thia@ death, disability or normal
retirement) prior to the end of the five-year pdriall awards under the deferred compensation\pithive forfeited.

Long-term incentive compensation is also paid sfhrm of stock options granted under the StockadpPlan and Common Unit options
granted under the Unit Option Plan. The Committeleelaes that grants of stock options align stoctolalue and executive officer intere
The size of previous grants and the number of shaetl by an executive are not considered in détémmannual award levels. The
Committee has not yet issued options with respetd87 performance pending evaluation of informafrom the Company's independent
compensation and benefits consultants.

Stock options and Common Unit options are grantitid an exercise price equal to the fair market @glar share on the date of grant. The
options generally vest over a five-year period beiyig with the date of grant. Options granted teceives in 1997 vest 20% after the third
year, 30% after the fourth year and 50% after iftte year following the date of grant. No stock ioptor Common Unit option awards ¢
made in the absence of satisfactory performancihwt evaluated by the Committee based on theutixets individual contribution to the
long-term health and growth of the Company.

Nonqualified stock options granted to executiveceifs in 1997 were accompanied by a dividend edgimtaight (a "DER") pursuant to tt
1997 Performance Award Plan. The exercise priciof a stock option may be reduced by an amourat égithe sum of all dividends and
other distributions that are made with respectsbare of Common Stock during the period beginnimghe date of grant and ending upon
exercise or expiration of such stock option.

In 1997, the Board of Directors of the Companyfiediand approved the adoption of the Operatingnieaship's Unit Option Plan. The Unit
Option Plan was established, and permits the Comeangeneral partner of the Operating Partnershigward employees for valuable
service and encourage the continuation of sucticgeby providing equity compensation to certain Eappes of the Operating Partnership.
Common Unit options are similar to nonqualifiedctoptions except that the holder is entitled tachase Common Units in the Operating
Partnership. The Operating Partnership is conttdiiethe Company as its sole general partner. Eachmon Unit received upon the exer:
of a Common Unit option may be redeemed by thedrdlaereof for the cash value of one share of Com8tock. Assuming approval of the
proposed amendment to the Stock Option Plan carddierein, the Company intends to allow holdethefCommon Unit options to convert
them to nonqualified stock options. See "Proposa):TAmendment to Amended and Restated 1994 Stotio®plan."

Section 162(m) of the Internal Revenue Code gelyadahies a deduction for compensation in excegl ahillion paid to certain executive
officers, unless certain performance, disclosukstackholder approval requirements are met. Omjfants and certain other awards under
the Stock Option Plan and the Unit Option Planiatended to qualify as "performance-based" comp@rsaot subject to Section 162(m)
deduction limitation. The Committee believes



that a substantial portion of compensation awardeter the Company's compensation program woulckempted from the $1 million
deduction limitation. The Committee's present ititenis to qualify to the extent reasonable, a tarigl portion of each executive officer's
compensation for deductibility under applicable leaxs.

CHIEF EXECUTIVE OFFICER COMPENSATION. The salaryddiong-term incentive awards of the Company's Chiedfcutive Officer,
Mr. Ronald P. Gibson, are determined substantialtyonformity with the policies described above &tirother executive officers of the
Company. Mr. Gibson was paid $285,551 in base w&®00,000 in annual incentive compensation af@l 2units of phantom stock valued
at $75,000 in long-term incentive compensationlf#®7. Mr. Gibson was granted 350,000 stock and Camldnit options for 1996. Option
amounts for 1997 performance have not yet beemrdited.

EXECUTIVE COMPENSATION COMMITTEE

Thomas W Adl er WlliamE. G aham Jr. L. Genn Or, Jr. O Tenple Sloan, Jr.

THE FOREGOING REPORT SHOULD NOT BE DEEMED INCORPORZD BY REFERENCE BY ANY GENERAL STATEMENT
INCORPORATING BY REFERENCE THIS PROXY STATEMENT INDTANY FILING UNDER THE SECURITIES ACT OF 1933 OR
UNDER THE SECURITIES EXCHANGE ACT OF 1934, EXCEPODTHE EXTENT THAT THE COMPANY SPECIFICALLY

INCORPORATES THIS INFORMATION BY REFERENCE, AND SHA NOT OTHERWISE BE DEEMED FILED UNDER SUCH
ACTS.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the beneficial owstép of shares of Common Stock as of December @7 for each person or group known
to the Company to be holding more than 5% of thex@on Stock and, as of March 17, 1998, for eactcttireand Named Executive Officer
and the directors and executive officers of the Gamny as a group. The number of shares shown repsethe number of shares of Common
Stock the person beneficially owns plus the nundbeshares that may be issued upon redemption ofn@mmiJnits, whether or not such
Common Units are currently redeemable. (Followimg éxpiration of a contractually imposed lockupigeirthe Operating Partnership is
obligated to redeem each Common Unit at the redqpfébe holder thereof for the cash value of orerslof Common Stock or, at the
Company's option, one share of Common Stock.) Wrdéserwise indicated in the footnotes, the indidgierson or entity has sole voting and
investment power with respect to the shares of Com8tock. The number of shares and Common Unitsistaoe those "beneficially
owned," as determined by the rules of the Secarétied Exchange Commission, and such informatiootimecessarily indicative of

beneficial ownership for purposes of complianceéhwlite ownership limit contained in the Companyartdr or for any other purpose.

Nunber of
Shar es
Beneficially Per cent of
NAME OF BENEFI Cl AL OANER Owned Al'l Shares(1)
O Tenple Sl oan, Jr. (2) ... e 519, 454 1. 0%
Ronal d P. G bSON(3) (4) .. .ottt e 172, 248 *
Gene H. ANDer SON( D) . . oottt 616, 079 1.2%
JOhN W EaKi N(B) . . oot e e 353, 099 *
Edward J. FritsCh(3) (7). . ot 57,329 *
James R Hei st and(8) .. ..ot e 1,523,917 2. 9%
CarmBn J. LiUZZO( ) . ..ottt 22,244 *
JORN L. TUrNer (10) . . oo e e 470, 341 *
Thomas W Al er (L1 . .o e e e 22,520 *
WIllTiamE Gaham Jr. (12) .. ... e e 16, 051 *
L. @ enn O, Jr. (13) . ottt 10, 000 *
WilTard H Smith, Jr.(d4) . .. 9, 000 *
Stephen TimKO(15) . .. oot 205, 679 *
WIHTiam T, WIESON T (16) . ..ot e e e e e e e e 451, 004 *
ABKB/ LaSal | e Securities Linmted Partnership and LaSalle
Advi sors Capital Management, 1NC. (17). ... .. e 2,821,277 5. 6%
Cohen & Steers Capital Management, 1NnC. (18). ... ...t 4,054, 500 8. 0%
Tenpl eton d obal Advisors Linmted and Franklin Resources, Inc.(19).................. 3, 662, 460 7.2%
Al executive officers and directors as a group (15 pPersons)............c.ouvuiuueennn. 4, 486, 247 8. 2%

* Less than 1%

(1) Assumes that all Common Units held by the pe@ogroup are redeemed for shares of Common Seek if not currently redeemable.
The total number of shares outstanding used irutalng this percentage assumes that none of then@m Units held by other persons are
exchanged for shares of Common Stock.
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(2) Number of shares beneficially owned include8,%80 shares currently issuable upon exercise tdrepand 274,990 shares issuable upon
redemption of Common Units.

(3) Messrs. Gibson and Fritsch each own 49.5 sl{egpsesenting in the aggregate a 1% economicesiteof the Class A (voting) stock of
Highwoods Services, Inc., a subsidiary of the OtigaPartnership.

(4) Number of shares beneficially owned include88Q shares currently issuable upon exercise @bmptnd 71,872 shares issuable upon
redemption of Common Units.

(5) Number of shares beneficially owned included6,8hares currently issuable upon exercise of nptimd 609,779 shares issuable upon
redemption of Common Units.

(6) Number of shares beneficially owned include®26 shares currently issuable upon exercise abrgt60,000 shares issuable upon
exercise of warrants, and 75,000 shares issuable iggemption of Common Units.

(7) Number of shares beneficially owned include®8@8 shares currently issuable upon exercise @bmptnd 10,144 shares issuable upon
redemption of Common Units.

(8) Number of shares beneficially owned include®@6 shares currently issuable upon exercise abrgt887,574 shares issuable upon
exercise of warrants and 583,338 shares issuable ngglemption of Common Units.

(9) Number of shares beneficially owned include8@Q shares issuable upon redemption of CommorsUnit

(10) Number of shares beneficially owned includ@s8Q0 shares currently issuable upon exercise tdregy 35,000 shares issuable upon
exercise of warrants and 399,541 shares issuable ngoglemption of Common Units.

(11) Number of shares beneficially owned include®Q0 shares currently issuable upon exercise tidrog

(12) Number of shares beneficially owned includé®31 shares currently issuable upon exercise tidrog

(13) Number of shares beneficially owned includg@®90 shares currently issuable upon exercise abmgt

(14) Number of shares beneficially owned includg&6 shares currently issuable upon exercise abrogt

(15) Number of shares beneficially owned include®812 shares currently issuable upon exercise tidropand 194,807 shares issuable upon
redemption of Common Units.

(16) Number of shares beneficially owned includg8,Q00 shares currently issuable upon exercisetidres, 35,000 shares issuable upon
exercise of warrants and 258,204 shares issuable ngoglemption of Common Units.

(17) Address is 200 East Randolph Drive, Chicalljopis 60601. LaSalle Advisors Capital Managemémt, has sole voting power and
investment power with respect to 953,626 shareshackd investment power with respect to 378,7@0esh ABKB/LaSalle Securities
Limited Partnership has sole voting and investnpemter with respect to 355,900 shares, shared vptinger with respect to 1,019,391 sh:
and shared investment power with respect to 1,533sBares. Information obtained from Schedule 1IR@ Wwith the Securities and Exchal
Commission (the "SEC").

(18) Address is 757 Third Avenue, New York, New K&0017. Owner has sole investment power with retsioeall shares and sole voting
power with respect to 3,530,400 shares. Informatiotained from Schedule 13G filed with the SEC.

(19) Address with respect to Templeton Global AdkssLimited is Lyford Cay, P.O. Box N-7759, NassBahamas. Address with respect to
Franklin Resources, Inc. is 777 Mariners Island|Beard, San Mateo, CA 94404. Templeton Global Adrsd.imited has sole voting and
investment power with respect to 2,857,200 sh&msklin Advisers, Inc. has sole voting and investbrpower with respect to 709,000
shares. Templeton Investment Management Limitedsblesvoting and investment power with respectA®@80 shares. Franklin
Management, Inc. has sole investment power withegisto 9,260 shares. Information obtained fromeSale 13G filed with the SEC.

CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS

On March 18, 1997, the Company purchased 5.68 atmsvelopment land in Raleigh, North Carolina$4;298,959 from Rex Drive
Associates, a partnership in which Mr. Gibson and $fioan each has an 8.5% limited partnershipésteMr. Gibson is president and chief
executive officer and a director of the Companyl &h. Sloan is chairman of the Board of Directdree purchase price was reached through
negotiation with the managing partner of Rex Déssociates, who is not an affiliate of the Compartye Company believes the purchase
price was at market rates.
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On October 1, 1997, Gateway Holdings LLC, a limitiedbility company controlled by Mr. Turner, purdel the lvy Distribution Center in
Winston-Salem, North Carolina from the Company$#2/050,000. Mr. Turner is vice chairman of the Bbaf Directors and chief investment
officer of the Company. The Company believes thelpase price was at market rates.

PROPOSAL TWO:
AMENDMENT TO AMENDED AND RESTATED 1994 STOCK OPTION PLAN

The Board of Directors has adopted a resolutioomemending that the stockholders approve an amendiméime Stock Option Plan that
would increase the number of shares authorizee isdued under the Stock Option Plan from 2,500t6@)000,000. The Board of Directors
believes this increase is appropriate in lighthaf tontinuing rapid increase in the number of eygrs of the Company from approximately
325 at the time of the approval of the 2,500,00@+s limit to approximately 520 today. Informati@garding the Stock Option Plan is set
forth below.

GENERAL. The Stock Option Plan is administered iy éxecutive compensation committee (the "Comnijtt€xficers, employees,
independent directors and independent contracfareedCompany and its subsidiaries generally dggbdé to participate in the Stock Option
Plan.

The Stock Option Plan authorizes the issuance o6 @500,000 shares of Common Stock, of whichnmate than 200,000 may be restricted
stock granted as provided in clause (v) below, ymmsto the grant of (i) stock options that quadif/incentive stock options ("1ISOs") under
Section 422 of the Internal Revenue Code (the "Qo¢i§ stock options that do not so qualify a§

(iii) phantom stock awards, (iv) stock appreciatights and (v) restricted Common Stock ("Restdc®ock"), contingent upon the attainm
of performance goals or subject to other restnictidf the affirmative vote of a majority of theasks of Common Stock present and entitle
vote at the Meeting is received approving the psepgocamendment to the Stock Option Plan, the nugftarares authorized to be issued
under the Stock Option Plan will be increased @06,000.

In connection with the grant of options under tihec® Option Plan, the Committee determines theooptierm, any vesting requirements, and
within certain limits, the exercise price. The ops granted under the Stock Option Plan have 10tgems and generally vest over a five-
year period beginning with the date of grant, scthje acceleration of vesting upon a change inrobof the Company. Generally, optio
terminate three months after termination of emplegtrwith the Company and six months after an Inddpet Director ceases to serve on
Board of Directors. The Committee may, howeveryjge that an option may be exercised over a lopgend following termination of
employment, but in no event beyond the expiratiate @f the option. Any shares of Common Stock stbfeoptions that are forfeited or
otherwise terminated other than by exercise wiiadpe available for granting under the Stock Qp#an. To date, the exercise price of
options granted under the Stock Option Plan has bgeal to the fair market value of the Common Ktmtthe date of grant. Payment for
shares of Common Stock granted under the Stoclo@ptian may be made either in cash or by exchar@gamgmon Stock having a fair
market value equal to the option exercise price.

Phantom stock awards, stock appreciation rightAR'S) and Restricted Stock may be granted pursteeatite terms and conditions
established by the Committee. Payments with regpestich grants may be in the form of cash or shaif€ommon Stock. Recipients of the
phantom stock awards granted to date under th& &}ption Plan are not entitled to receive paymeith wespect to such awards until five
years from the date of grant. The Committee hagretted SARs or Restricted Stock under the Stqatio® Plan.

The Stock Option Plan may be amended or termirtafdtie Board of Directors, but no amendment thag¢dgiired to be approved by the
stockholders of the Company (i) as a conditionxaeption of purchases from Section 16(b) of theuB#es and Exchange Act of 1934 or
(i) to ensure the options granted qualify as |$@der the Code shall be effective until it is spraped.
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The following table sets forth the number of stogitions granted under the Stock Option Plan sitsceception to the Named Executive
Officers, nominees for election to the Board ofdgiors, the Company's current executive officers goup, the Company's directors whc
not executive officers as a group and all employdése Company who are not executive officers geoap:

NAME AND PCSI TI ON NUMBER OF STOCK OPTI ONS
Ronal d P. G bson 128, 900
John L. Turner 103, 900
Edward J. Fritsch 92, 230
John W Eakin 94, 730
Carman J. Liuzzo 93, 900
James R Heistand 33, 400
L. denn Or, Jr. 14, 000
St ephen Ti ko 15, 872
Executive Oficers as a Group (8 persons) 638, 190
Non- Executive Directors as a Goup (7 persons) 432, 463
Non- Executive O ficer Enployees as a Group (approximately 300 persons) 1, 227,529

TAX TREATMENT. There are no federal income tax cemgsences to an individual or to the Company upergthnt of a non-discounted,
non-qualified stock option under the Stock OptidéenPUpon the exercise of a non-qualified stockayptan individual will recognize
ordinary compensation income in an amount equtiléaxcess of the fair market value of the sharéseaime of exercise over the exercise
price of the non-qualified stock option, and thex@any generally will be entitled to a correspondiederal income tax deduction. Upon the
sale of shares acquired by the exercise of a nalfifigd stock option, an individual will have a dgb gain or loss at a rate depending upon
the amount of time the grantee held the shares anzount equal to the difference between the ammatized upon the sale and the
individual's adjusted tax basis in the shareséttercise price plus the amount of ordinary incosmgnized by the individual at the time of
exercise of the non-qualified stock option).

An employee will not recognize federal taxable imep upon either the grant or exercise of the 1S@wéler, the amount by which the fair
market value of the shares at the time of exeexseeds the option exercise price, is a tax pnaferéem possibly giving rise to alternative
minimum tax. An employee who disposes of the shacgsiired upon exercise of an ISO after two yeans the date the ISO was granted
and after one year from the date such shares warsferred to him or her upon exercise of the 1SIDracognize capital gain or loss at a rate
depending upon the amount of time the granteetheldhares in the amount of the difference betvileemmount realized on the sale and the
exercise price, and the Company will not be emtitteany tax deduction by reason of the grant era@se of the ISO. As a general rule, if an
employee disposes of the shares acquired uponiggafcan ISO before satisfying both holding peniequirements (a "disqualifying
disposition"), his or her gain recognized on sudlisposition will be taxed as ordinary income te #xtent of the difference between the fair
market value of such shares on the date of exeacidghe exercise price, and the Company will li¢ledh to a deduction in that amount. The
gain, if any, in excess of the amount recognizedrdmary income on such a disqualifying dispositiall be capital gain, taxed at a rate
depending upon the amount of time the granteetheldhares.

COMMON UNIT OPTIONS. Certain of the Company's extaaiofficers and directors have received Commoit bjptions pursuant to the
Unit Option Plan. Common Unit options are similanbn-qualified stock options except that the hoidentitled to purchase Common Units
in the Operating Partnership. The Operating Pashipris controlled by the
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Company as its sole general partner. Each Commadarréseived upon the exercise of a Common Unitapthay be redeemed by the holder
thereof for the cash value of one share of CommonkSAssuming approval of the proposed amendneetite Stock Option Plan contained
herein, the Company intends to allow holders ofG@enmon Unit options to convert them to non-quadifstock options.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE BROSAL TO AMEND THE STOCK OPTION PLAN SO AS TO
INCREASE THE NUMBER OF SHARES RESERVED FOR ISSUANOBRDER THE STOCK OPTION PLAN FROM 2,500,000 TO
6,000,000 SHARES.

PROPOSAL THREE:
AMENDMENT TO AMENDED AND RESTATED ARTICLES OF INCORPORATION

The present capital structure of the Company ai#éer100,000,000 shares of Common Stock and 1@00Ghares of Preferred Stock each
having a par value of $.01 per share. The Boamimfctors believes this capital structure is inadsq for the present and future needs of the
Company. Therefore, the Board of Directors has imamnsly approved the amendment of the Company'sniéled and Restated Articles of
Incorporation (the "Articles") to increase the arthed number of shares of Common Stock from 1GD@ID to 200,000,000 and the
authorized number of shares of Preferred Stock ft6r00,000 to 50,000,000. The Board of Direct@igeles this capital structure more
appropriately reflects the present and future neétlse Company and recommends such amendment ©8dmpany's stockholders for
approval. On March 17, 1998, approximately 50.8iamlshares of Common Stock were outstanding, agprately 10.5 million shares of
Common Stock were reserved for issuance upon egehafnoutstanding Common Units and approximatedyniillion shares of Preferred
Stock were outstanding.

The Board of Directors believes that the proposedeiase is desirable so that, as the need may twgs€ompany will have more flexibility
issue shares of Common Stock, without the expemdelelay of a special stockholders' meeting, imeation with possible future stock
dividends or stock splits, equity financings, fet@pportunities for expanding the business thraggjuisitions (such as mergers), incentive
compensation of directors and employees, and faratorporate purposes for which the issuance afr@on Stock may be advisable.

The increase in authorized Common Stock will natehany immediate effect on the rights of existitagkholders. However, the Board of
Directors will have the authority to issue authedZZommon Stock without requiring future stockholagproval of such issuances, except as
may be required by applicable law or stock exchaegelations. To the extent that additional auttextishares are issued in the future, they
will decrease the existing stockholders' percentagaty ownership and, depending upon the pricehéth they are issued, could be dilutive
to the existing stockholders. The holders of Comi@tock have no preemptive rights.

The Preferred Stock may be issued in such classsries as the Board of Directors may determirkthhe Board of Directors may establish
from time to time the number of shares of Prefe8&atk to be included in any such class or senésa fix the designation and any
preferences, conversion and other rights, votinggss, restrictions, limitations as to dividendsalifications and terms and conditions of
redemption of the shares of any such class orssexal such other subjects or matters as may éd fiy resolution of the Board of Directors.
The issuance of Preferred Stock may have the affatdglaying, deferring or preventing a changedntml of the Company or other
transaction in which holders of shares of Prefe8&itk might receive a premium for such shares theemarket price.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE BROSAL TO AMEND THE ARTICLES SO AS TO INCREASE
THE NUMBER OF AUTHORIZED SHARES OF COMMON STOCK TZ»0,000,000 AND TO INCREASE THE NUMBER OF
AUTHORIZED SHARES OF PREFERRED STOCK TO 50,000,000.
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PROPOSAL FOUR:
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Board of Directors, upon the recommendatiothefaudit committee, has appointed the accouniingdf Ernst & Young LLP to serve
independent auditors of the Company for the figear ending December 31, 1998, subject to ratiioatf this appointment by the
stockholders of the Company. Ernst & Young LLP sased as independent auditors of the Company #smcemmencement of operations
and is considered by management of the Compang teell qualified. The Company has been advisedbyfirm that neither it nor any
member thereof has any financial interest, dire¢hdirect, in the Company or any of its subsidiarin any capacity.

Representatives of Ernst & Young LLP will be prasatrthe Meeting, will have the opportunity to makstatement if they so desire and will
be available to respond to appropriate questions.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE BROSAL TO RATIFY THE APPOINTMENT OF ERNST &
YOUNG LLP AS INDEPENDENT AUDITORS OF THE COMPANY ADTHE 1998 FISCAL YEAR.
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STOCK PRICE PERFORMANCE GRAPH

The following stock price performance graph compdhe Company's performance to the S&P 500 anthttex of equity real estate
investment trusts prepared by NAREIT. The stockgoperformance graph assumes an investment ofiit® Company on June 7, 1994
(the effective date of the IPO) and the two indicedMay 31, 1994 and further assumes the reinvedtofell dividends. Equity real estate
investment trusts are defined as those which deniwee than 75% of their income from equity investtsen real estate assets. The NAREIT
equity index includes all tax qualified real estateestment trusts listed on the New York Stockltaage, the American Stock Exchange or
the NASDAQ National Market System. Stock price parfance is not necessarily indicative of futureitss

[Performance Graph appears here]

TOTAL RETURN PERFORMANCE

PERI OD ENDI NG

| NDEX 6/10/94 12/31/94 12/31/95 12/31/96 12/31/97
H ghwoods Properties, Inc. 100. 00 105. 47 148. 42 189. 02 221.10
S&P 500 100. 00 101. 70 139.92 171.91 229.28
NAREIT All Equity REIT I ndex 100. 00 96. 42 111.01 150. 66 181. 19

THE STOCK PRICE PERFORMANCE GRAPH SHALL NOT BE DEHED INCORPORATED BY REFERENCE BY ANY GENERAL
STATEMENT INCORPORATING BY REFERENCE THIS PROXY STEMENT INTO ANY FILING UNDER THE SECURITIES ACT
OF 1933 OR UNDER THE SECURITIES EXCHANGE ACT OF Z9EXCEPT TO THE EXTENT THAT THE COMPANY
SPECIFICALLY INCORPORATES THIS INFORMATION BY REFEENCE, AND SHALL NOT OTHERWISE BE DEEMED FILED
UNDER SUCH ACTS.

OTHER MATTERS

The Company's management knows of no other maktatrsnay be presented for consideration at the iklgeitlowever, if any other matters
properly come before the Meeting, it is the intentdf the person named in the proxy to vote suokypin accordance with his judgment on
such matters.

STOCKHOLDER PROPOSALSFOR 1999 ANNUAL MEETING

Proposals of stockholders to be presented at t8® 48nual meeting of stockholders must be recdiyettie Secretary of the Company prior
to December 3, 1998 to be considered for inclusidhe 1999 proxy material.

VOTING PROCEDURES AND
COSTSOF PROXY SOLICITATION

The presence in person or by proxy of stockholdatiled to cast a majority of all the votes eptitto be cast at the Meeting constitutes a
guorum. Shares represented by proxies that reflestentions or "broker non-votes" (i.e., shared bgla broker or nominee that are
represented at the Meeting, but with respect tekwhuch broker or nominee is not empowered to @ota particular proposal) will be
counted as shares that are present and entitlestedor purposes of determining the presenceqafaum. Directors will be elected by a
favorable vote of a plurality of the voting
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shares of Common Stock present and entitled tq irofgerson or by proxy, at the Meeting. Accordinglbstentions or broker non-votes as to
the election of directors will not affect the eleatof the candidates receiving the most votesoftier proposals to come before the Meeting
require the approval of a majority of the share€ofmmon Stock present and entitled to vote. Abi&taatas to a particular proposal will have
the same effect as votes against such proposdteBron-votes, however, will be treated as unvéoegurposes of determining approval of
such proposals and will not be counted as votesrfagainst such proposal.

The costs of preparing, assembling and mailingtegy material will be borne by the Company. TharPany will also request persons,
firms and corporations holding shares in their nsuorein the names of their nominees, which sharebeneficially owned by others, to send
the proxy material to, and to obtain proxies framch beneficial owners and will reimburse such aofdr their reasonable expenses in doing
So.

The Company has retained Corporate Communicatiposand First Union National Bank (collectivelfiet"Consultants”) to assist in the
process of identifying and contacting stockholderghe purpose of soliciting proxies. The entixpense of engaging the services of the
Consultants to assist in proxy solicitation is padgd to be $5,000 in fees paid to them, exclusivertain other fees paid to First Union
National Bank in connection with the operationtaf innual meetiny

Your vote is important. Please complete the end@sexy card and mail it in the enclosed postagd-pavelope as soon as possible. Thank
you.

By Order of the Board of Directors

O. TEMPLE SLOAN, JR.
CHAIRMAN OF THE BOARD OF DIRECTORS

April 14, 1998
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PROXY
HIGHWOODS PROPERTIES, INC.

PROXY ISSOLICITED ON BEHALF OF THE BOARD OF DIRECTORSFOR THE
ANNUAL MEETING OF STOCKHOLDERSTO BE HELD ON MAY 14, 1998

The undersigned hereby (a) acknowledges receiptedfotice of Annual Meeting of Stockholders of kligpods Properties, Inc. (the
"Company") to be held on May 14, 1998, and the Pi®tatement in connection therewith; (b) appointedtd P. Gibson as Proxy (the
"Proxy") with the power to appoint a substituted dn) authorizes the Proxy to represent and vatéeaignated below, all the shares of
Common Stock of the Company, held of record byuthgersigned on March 17, 1998, at such Annual Mgetnd at any adjournment(s)
thereof.

THE BOARD OF DIRECTORSRECOMMENDSA VOTE FOR EACH OF THESE PROPOSALS:
1. ELECTION OF DIRECTORS
[ 1 FOR all nominees (except as [ ] WITHHOLD AUTHOR indicated to the contrary below) to vote fomaiminees
NOMINEES: John W. Eakin, Glenn Orr, Jr., StephemKo and James R. Heistal

(INSTRUCTION: To withhold authority to vote for amydividual nominee write that nominee's name mdpace below.)

2. APPROVAL OF THE AMENDMENT OF THE AMENDED AND REBATED 1994 STOCK OPTION PLAN
[1]FOR[]AGAINST [ ] ABSTAIN

3. APPROVAL OF THE AMENDMENT OF THE AMENDED AND REFPATED ARTICLES OF INCORPORATION
[1]FOR[]AGAINST [ ] ABSTAIN

4. RATIFICATION OF THE SELECTION OF ERNST & YOUNGLP AS INDEPENDENT PUBLIC ACCOUNTANTS for the fiscgkar
ending December 31, 1998

[1]FOR[]AGAINST [ ] ABSTAIN

5. OTHER BUSINESS: In his discretion, the Proxwighorized to vote upon such other business asongerly come before the meeting or
any adjournments thereof

[]FOR[]WITHHOLD AUTHORITY

6. THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTEIN THE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
STOCKHOLDER. IF NO DIRECTION IS MADE, THIS PROXY WL BE VOTED "FOR" ELECTION OF ALL NOMINEES FOR
DIRECTOR, "FOR" PROPOSAL TWO, "FOR" PROPOSAL THREHED "FOR" PROPOSAL FOUR.
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DATED:

Signature

(Please sign exactly as your name appears hereon.
When signing on behalf of a corporation,
partnership, estate, trust or in any other
representative capacity, please sign your name and
title. For joint accounts, each joint owner must

sign.)

PLEASE MARK, DATE AND SIGN THIS PROXY AND RETURN I'PROMPTLY IN THE ENCLOSED ENVELOPE SO AS TO
ENSURE A QUORUM AT THE MEETING. THIS IS IMPORTANT WETHER YOU OWN FEW OR MANY SHARES. DELAY IN
RETURNING YOUR PROXY MAY SUBJECT THE COMPANY TO ADDIONAL EXPENSE.
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