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Item 1.01. Entry into a Material Definitive Agreement
Non-Employee Director Compensatior

In order to ensure the continued recruitment atehten of qualified board members, the Compensaitd Governance Committee of
Highwoods Properties, Inc. (the “Company”) has appd certain changes with respect to non-emploijreetdr compensation after
conducting an internal review of the director comgagion practices of the Company'’s public REIT cetitprs. Effective for the second
quarter of 2005, non-employee directors will reeesnnual compensation of $35,000, but will no lanmgeeive additional fees for attendance
at meetings, or participation in conference calfshe Board of Directors or its committees. Nonpémgee members of the Audit, Executive
and Compensation and Governance Committees wdiveadditional annual retainers of $5,000 for eaminmittee, except that the chairn
of the Compensation and Governance Committee agkive $10,000 and the chairman of the Audit Cotemitvill receive $20,000. Non-
employee directors on the investment committee ewitih receive an additional annual retainer of 82and $500 per day for property vis
No changes have been made with respect to théiétigpf non-employee directors to receive awards under theg@miyis Stock Option
Plan, including restricted stock awards, nor wihkpect to the option for non-employee directordetf@r a portion of their retainer and
meeting fees for investment in stock options otauaf phantom stock under the Company’s Stock @#ilan. The annual restricted stock
award for each non-employee director has beenaserkby 250 shares. Additionally, an aggregat®6f867 options to purchase the
Company’s common stock held by John L. Turner an@lenn Orr, Jr. have been extended until Marci2BD5. The exercise prices for such
options remain unchanged.

Management Compensation

The Compensation and Governance Committee has\aggpoertain changes with respect to the administraif the Company’s Stock
Option Plan and the 1999 Shareholder Value Plaect¥e for 2005, options that are issued to exeeudfficers under the Stock Option Plan
will continue to vest ratably over a four-year pelii The exercise price per share for such optidhderbe based on the average of the daily
closing prices for the Company’s common stock dkierl0-day period preceding the date of grantgeratian the closing price for the
Company’s common stock on the date immediatelyqutieg the date of grant. Effective for 2005, shafeime-based restricted stock that
are issued to executive officers under the Stocko@gPlan will vest one-third on the third annivang, onethird on the fourth anniversary a
one-third on the fifth anniversary of the date @irg. In addition to time-based restricted stockp#gion of the restricted stock issued to
executive officers will be subject to performan@eséd criteria to be determined from time to timehsyGovernance and Compensation
Committee. Further, the Company has replaced tB8 $hareholder Value Plan with a performance-beasstdcted stock plan under which
additional grants of restricted stock will vesttie Company’s total shareholder returns exceedvkeage total returns of a selected group of
peer companies over a three-year period. A nevetpear plan cycle begins each year under the pmodbévidends will continue to be paid
on all restricted stock, whether or not vestedhatsame rate and on the same date as on shahes@dmpany’s common stock.
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Related Party Transactions

On February 10, 2005, we entered into a seriegmfeanents, with effective dates of January 28, 20@bFebruary 11, 2005, pursuant
to which we intend to sell three non-core propsriieWinston-Salem, NC to John L. Turner, Jr.,reator of the Company, and certain of his
affiliates in exchange for aggregate consideradioapproximately $27.1 million, which will be paid us through a combination of cash and
the surrender of approximately 270,000 common pastrip interests in Highwoods Realty Limited Parshg. We expect to record a gain of
approximately $2.0 million upon the closing of thesles, which is expected to occur later in e fjuarter of 2005. We believe that the
purchase price to be paid for these assets by Mner and his affiliates is at least equal to tfesirmarket value. The sales have been

unanimously approved by the Company’s Board of @mes, except that Mr. Turner recused himself ftomdiscussion and vote on the
matter.
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