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A HIGHWQDDS
WA PROPERTIES

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 18, 2004

You are cordially invited to attend the 2004 anmaakting of stockholders of Highwoods Properties, |
(“Highwoods” or the “Company”) to be held on Tuegdilay 18, 2004, at 11:00 a.m., at the Raleigh M#rCrabtree
Valley, 4500 Marriott Drive, Raleigh, North Carain27612, for the following purposes:

1. To elect four directors

2. To ratify the appointment of Ernst & Young LLP aslependent auditors of Highwoods for the 2004 fisca
year; anc

3. To transact such other business as may properlg d@fore such meeting or any adjournme

Only stockholders of record at the close of busir@sMarch 15, 2004 will be entitled to vote at theeting or
any adjournments.

Whether or not you expect to attend the meetingggde complete, date and sign the enclosed proxyraat it
promptly in the enclosed envelope in order to eresuepresentation of your shares. No postage needffiged if the
proxy is mailed in the United States. Alternativelyou may vote over the Internet or by telephonefdjowing the
instructions on the enclosed proxy card.

BY ORDER OF THE BOARD OF
DIRECTORS

WMB%[;

- ~

MACK D. PRIDGEN llI

Vice President, General Counsel and Secre



H iIGHWOODS P ROPERTIES, | NC.
3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

PROXY STATEMENT
FOR
ANNUAL MEETING OF STOCKHOLDERS

To Be Held On May 18, 2004

This proxy statement is furnished to stockholdgrslighwoods Properties, Inc. in connection with Holicitatior
of proxies for use at the 2004 annual meetingadflgtolders of Highwoods to be held on Tuesday, W&)y2004, at
11:00 a.m., at the Raleigh Marriott Crabtree Val¥3y00 Marriott Drive, Raleigh, North Carolina, 225 for the
purposes set forth in the notice of meeting. Thlkgation is made on behalf of the Board of Diars of Highwoods.

Holders of record of shares of common stock of Mighds as of the close of business on the recor] N&rch
15, 2004, are entitled to receive notice of, andoie at, the meeting. The outstanding common stoaktitutes the
only class of securities entitled to vote at theetimg and each share of common stock entitlesdldehto one vote. At
the close of business on March 15, 2004, there &@/®47,359 shares of common stock issued andaodisg.

Highwoods’ 2003 Annual Report has been mailed with proxy statement. This proxy statement, thenfof
proxy and the 2003 Annual Report were mailed taoldtolders on or about March 31, 2004.

Proposal One, the election of directors of Highwsyadquires the vote of a plurality of all of th&tes cast at the
meeting provided that a quorum is present. Forqaep of the election of directors, abstentionstander non-votes
will not be counted as votes cast and will haveffiect on the result of the vote, although they wolunt toward the
presence of a quorum.

Proposal Two, the ratification of the appointmehEmst & Young LLP as independent auditors, reggithe
affirmative vote of a majority of the votes casttbe proposal, provided that a quorum is presemtphrposes of the
vote on Proposal Two, abstentions and broker naeswill not be counted as votes cast and will haveffect on the
result of the vote, although they will count towa#iné presence of a quorum.

Shares represented by proxies in the form enclasgdgch proxies are properly executed and retuaretinot
revoked, will be voted as specified. Where no dpmtion is made on a properly executed and retufoem of proxy,
the shares will be voted FOR the election of athimeees for director and FOR the proposal to rdhifyappointment of
Ernst & Young LLP



as independent auditors and FOR authorizationeoptbxy to vote upon such other business as magepsocome
before the meeting or any adjournments. You mag gtmail, by telephone (toliee), over the Internet or in persor
the meeting.

To vote by mail, sign, date and complete the ereclggoxy card and return it in the enclosed setfrassed
stamped envelope. No postage need be affixed fritrey is mailed in the United States. Instructiémrsvoting by
using a toll-free telephone number or over thertrgecan be found on your proxy card. If you haddiyshares through
a bank, broker or other nominee, they will give yeparate instructions on voting your shares.

The principal executive offices of Highwoods aredted at 3100 Smoketree Court, Suite 600, Ral&lghth
Carolina 27604.

PROPOSAL ONE:
ELECTION OF DIRECTORS

Board of Directors

The 12 directors of Highwoods are divided into éhedasses, with one-third of the directors eletigthe
stockholders annually.

Edward J. Fritsch, Lawrence S. Kaplan and L. Glenn Jr., whose terms of office expire at the nregthave
been nominated for election at the meeting as wiredor three-year terms, to hold office until @07 annual meeting
of stockholders and until their successors argedeand qualified. William E. Graham, Jr., whogentef office also
expires at the meeting, has been nominated foti@heat the meeting as a director for a one-yean téo hold office
until the 2005 annual meeting of stockholders amiil his successor is elected and qualified.

The Board of Directors of Highwoods recommendsta WOR Messrs. Fritsch, Graham, Kaplan and Orr as
directors to hold office until the expiration oktkerms for which they have been nominated andl tineir successors
are elected and qualified. Should any one or mbtleese nominees become unable to serve for aspmethe Board
of Directors may designate substitute nomineegich event the person named in the enclosed prakyote for the
election of such substitute nominee or nomineesay reduce the number of directors on the Boaidi&ctors.

Nominees for Election to Term Expiring 2007

Edward J. Fritsch 45, has been a director of Highwoods since JgR@01. Mr. Fritsch became president of
Highwoods in December 2003 and has been chief ipgrafficer of Highwoods since January 1998. Miitdeh had
been a vice president and secretary of Highwood=sts initial public offering in June 1994. MritSch joined
Highwoods in 1982 and was a partner of its predsues

Lawrence S. Kaplan61, has been a director of Highwoods since Nowr2B00. Mr. Kaplan is a certified puk
accountant and retired in 2000 as a partner franstER Young

2



LLP where he was the national director of that iREIT Advisory Services group. Mr. Kaplan hasveer on the
board of governors of the National Association ehREstate Investment Trusts and has been actiwadyved in REIT
legislative and regulatory matters for over 20 geMr. Kaplan is a director of Endeavor Real Es&#eurities, a
private REIT, and Maguire Properties, Inc., a pipliraded office REIT based in California.

L. Glenn Orr, Jr., 63, has been a director of Highwoods since Feprl@95. Mr. Orr has been president and
chief executive officer of The Orr Group, which pides investment banking and consulting servicesniddle-market
companies, since 1995. Mr. Orr was chairman obtiead of directors, president and chief executifieer of Souther!
National Corporation from 1990 until its mergerlwigranch Banking & Trust in 1995. Mr. Orr is a mesnbf the
boards of directors of General Parts, Inc., Villdgeern, Inc. and Broyhill Management Fund, Inc. Mrr previously
served as president and chief executive officédrarbyth Bank and Trust Co., president of CommuBayk in
Greenville, S.C. and president of the North CaeBankers Association. He is a trustee of Wake dtdjaiversity.

Nominee for Election to Term Expiring 2005

William E. Graham, Jr, 74, has been a director of Highwoods since it&lrpublic offering. Mr. Graham is a
lawyer in private practice with the firm of Hunt@&Williams. Before joining Hunton & Williams on Jaary 1, 1994,
Mr. Graham was vice chairman of Carolina Power ghtiCompany and had previously served as its geoceuasel.
Mr. Graham is a former member of the board of decof Carolina Power & Light Company and formeaicman of
the Raleigh board of directors of Bank of Ameriaariration. Mr. Graham served on the board of ¢esbf BB&T
Mutual Funds Group until December 31, 2003.

Incumbent Directors—Term Expiring 2005

Thomas W. Adler63, has been a director of Highwoods since it&lrpublic offering in June 1994. Mr. Adler is
chairman of PSF Management Co. in Cleveland, QWiioAdler has served as a member of the executwenaittee
and board of governors of the National AssociatibReal Estate Investment Trusts, and he was radtpesident in
1990 of the Society of Industrial and Office Reedtdvir. Adler formerly served on the board of dicgs of the Nation:
Association of Realtors and the board of goverobthe American Society of Real Estate Counseldrs Adler is
currently active in the Urban Land Institute ang&ammunity activities in the Cleveland metropoliarea.

Kay N. Callison, 60, has been a director of Highwoods since itggerewith J.C. Nichols Company in July 1998.
Ms. Callison previously served as a director of N€hols Company since 1982. Ms. Callison is activcharitable
activities in the Kansas City metropolitan area.

Willard H. Smith Jr, 67, has been a director of Highwoods since A®86. Mr. Smith previously served as a
managing director of Merrill Lynch from 1983 to BMr. Smith is a member of the boards of directdrhe Cohen
& Steers Family of Funds, Essex Property Trust,, IRealty Income Corporation and Crest Net Lease, |
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John L. Turner, 57, served as vice chairman of the Board of Darscof Highwoods from its merger with Fors
Partners in February 1995 until the end of 200d,s®rved as chief investment officer of Highwoadsrf February
1995 to December 2001. Mr. Turner co-founded teel@cessor of Forsyth Partners in 1975 and servisl @sirman
of the board of directors and chief executive @ffiprior to joining Highwoods. Mr. Turner is the naging member of
Gateway Holdings LLC.

Incumbent Directors—Term Expiring 2006

Gene H. Anderson58, has been a director and senior vice presmfddighwoods since its combination with
Anderson Properties, Inc. in February 1997. Mr. @émsdn served as president of Anderson Propertiesfrom 1978 t
February 1997. Mr. Anderson was past presiderti@f3eorgia chapter of the National Associatiomaistrial and
Office Properties and is a national board membéh@MNational Association of Industrial and Offieeperties.

Ronald P. Gibson59, has been chief executive officer and a direat Highwoods since its first election of
officers in March 1994. Mr. Gibson was presidenHajhwoods from March 1994 until December 2003. M@ibson is
a founder of Highwoods’ predecessor and servetsasanaging partner since its formation in 1978. Glbson is a
member of the Society of Industrial and Office Re@l and is a director of Capital Associated Indest

O. Temple Sloan, Jr.65, is chairman of the Board of Directors, a posihe has held since March 1994. Mr.
Sloan is a founder of the predecessor of Highwobddas been chairman and chief executive offit€emeral Parts,
Inc., a nationwide distributor of automobile re@awent parts, since its founding in 1961. Mr. Slsaa director of
Bank of America Corporation, Morguard Corporati@outhern Equipment Company, Golden Corral and Lswe’
Companies, Inc.

F. William Vandiver, Jr, 62, has been a director since July 2002. Mr. Yeanderved as Corporate Risk
Management Executive at Bank of America from 1988l his retirement in 2002. Mr. Vandiver servedrastee of th
Presbyterian Hospital Foundation, is vice chairmitine Queens University of Charlotte board ofteas, and is on tt
board of directors of the Clemson University Fouiada He formerly served on the board of directirghe United
Way of Central Carolinas, Inc.

Independent Directors

Under the enhanced corporate governance standatfus New York Stock Exchange, a majority of Highos’
directors and all of the members of the audit cott@miand the governance and compensation commitisemeet the
test of “independence” as defined by the NYSE. ii&a& NYSE standards provide that to qualify as adépendent”
director, in addition to satisfying certain brighte criteria, the Board of Directors must affirivaly determine that a
director has no material relationship with Highweddither directly or as a partner, shareholdefiocer of an
organization that has a relationship with the camypalhe Board of Directors has determined thaheddVessrs.
Adler, Graham, Kaplan, Orr,
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Sloan, Smith and Vandiver and Ms. Callison satssfiee bright-line criteria and that none has aiglahip with
Highwoods that would interfere with such persorigity to exercise independent judgment as a merob#re Board.
Therefore, Highwoods believes that each of suakcthrs, or two-thirds of the Board, is independerder the NYSE
rules.

Committees of the Board of Directors

Audit Commitee. The Board of Directors has established antaeahmittee consisting of Messrs. Kaplan,
Smith and Vandiver and Ms. Callison. Mr. Kaplanvesras chairman of the audit committee. The awadhitroittee
approves the engagement of independent public ataois, reviews with the independent public accantstthe plans
and results of the audit engagement, approvesgsiofeal services provided by the independent palgihountants,
reviews the independence of the independent pabbountants, approves audit and non-audit feeseanelvs the
adequacy of Highwoods’ internal accounting controls

The Board of Directors has made the following dateations about the composition of the audit cortesit

. Messrs. Kaplan, Smith and Vandiver and Ms. Callisaeach independent under the current rules and
regulations of the New York Stock Exchan

. Each member is financially literat

. At least one member, Mr. Kaplan, who is a certifoedblic accountant and a retired partner from E&nst
Young LLP, is a financial expel

. No member has accepted any consulting, advisooyh@r compensatory fee from Highwoods other the
set forth below unde*—Compensation of Directo”

During 2003, the audit committee held four in-parseeetings and six conference calls.

The audit committee has adopted a process forlstdadrs to send communications to the audit coremittith
concerns or complaints concerning the Company’slatégry compliance, accounting, audit or interr@itcols issues.
Written communications may be addressed to ther@iaai of the Audit Committee, Highwoods Propertlas,, 3100
Smoketree Court, Suite 600, Raleigh, North Cardlin@04. To view an online version of the audit cattee’s charter,
please visit the “Investor Relations/Corporate Goaace” section of our websitewatvw.highwoods.com

Governance and Compensation Committe®eginning in 2004, the Board of Directors hasibmed the
nominating and governance committee and the execatimpensation committee into a single committez,
governance and compensation committee, which dlyreonsists of Messrs. Graham, Orr and Sloan.®fr.serves as
chairman of the governance and compensation copenifihe governance and compensation committeentlats
compensation for Highwoods’ executive officers anglements Highwoods’ Amended and Restated 199dkSto
Option Plan (the “Stock Option Plan”) and 1999 $hatder Value Plan. The committee also makes recamdations
concerning board member qualification standardscthr nominees, board responsibilities and conmgiens
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board access to management and independent adamsbreanagement succession. The Board of Direlots's
determined that each of the members of the goveeand compensation committee is independent uhderurrent
rules and regulations of the New York Stock Excleang

On an annual basis, the governance and compensatiomittee assesses the appropriate skills andcteaistic:
of existing and new board members. This assessmaates consideration as to the membardépendence, diversit
age, skills and experience in the context of trerlsef the Board. The same criteria are used bgdliernance and
compensation committee in evaluating nomineesifectbrship.

In making any nominee recommendations to the Bahedgovernance and compensation committee wiksicken
persons recommended by stockholders so long as¢benmendation is submitted to the committee piddhe date
which is 120 days before the anniversary of thdingpof the prior year’s proxy statement. Any suminations,
together with appropriate biographical informatishpuld be submitted to the Chairman of the Govereand
Compensation Committee, Highwoods Properties, BI0 Smoketree Court, Suite 600, Raleigh, NortiolGe
27604. However, the governance and compensatiomdte@e may, in its sole discretion, reject any such
recommendation for any reason. For additional mftron regarding Highwoods’ corporate governandadegines,
please visit the “Investor Relations/Corporate Goaace” section of our website. In addition, thegreance and
compensation committee’s charter will be availail@ur website by the time of the annual meeting.

During 2003, the nominating and governance commeétal the executive compensation committee, each
predecessors of the governance and compensatiamittes, held four in-person meetings and one cenfs call and
held four in-person meetings, respectively.

Investment Committee The Board of Directors has established an imrest committee consisting of Messrs.
Adler, Anderson, Fritsch, Gibson, Sloan and Turiiée investment committee oversees the acquisiiew,
development and asset disposition process. Thetment committee generally meets on call to review
opportunities and to make formal recommendatiortiédBoard of Directors concerning such opportasiti

Executive Committee The Board of Directors has established an ekecabmmittee consisting of Messrs.
Adler, Orr, Sloan and Vandiver. In addition, Highwas' Chief Executive Officer serves as an ex-officiember of the
committee. The executive committee meets on calhbychairman of the Board of Directors and may@ge all of the
powers of the Board of Directors, subject to thatkitions imposed by applicable law, the bylawsherBoard of
Directors. Highwoods’ corporate governance guidsirequire each of the members of the executiverctiee (other
than the Chief Executive Officer) to be independerder the current rules and regulations of the Nevk Stock
Exchange. During 2003, the executive committee fieédin-person meetings and one conference call.
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Meetings of the Board of Directors; Non-ManagemenbDirector Executive Sessions

The Board of Directors held four in-person meetiagd two conference calls in 2003. Commencing ti¢h
meeting of the Board of Directors held on Janu&y2903, the non-management directors of Highwaooest in
executive session at each in-person meeting ddtiaed of Directors.

The Board of Directors has established a processtierested parties, including stockholders, tmownicate
directly with the independent directors. Writtemoaunications may be addressed to the Chairmareddiard of
Directors, Highwoods Properties, Inc., 3100 SmaetCourt, Suite 600, Raleigh, North Carolina 27a04s
information is also available by visiting the “Irster Relations/Corporate Governance” section ofveelvsite at
www.highwoods.com

The Board of Directors encourages its memberstémateach annual meeting of stockholders. In 2f208,
members of the Board of Directors attended the almeeting.

Compensation of Directors

Highwoods pays directors who are not employeesigifiwoods fees for their services as directors. iua003,
non-employee directors received annual compensafi$23,000 plus a fee of $1,250 (plus out-of-paekeenses) for
attendance in person at each meeting of the Bddbitectors, $500 for each committee meeting atbeh&250 for
each telephone meeting of the Board of Directotska@iween $250 and $400 for each telephone meeftiag
committee. In addition, noamployee directors on the investment committee eaxdived an additional annual retai
of $12,000 and between $500 and $1,000 per dgyrégerty visits in 2003 and the chairman of theitte@mmittee
received an additional annual retainer of $10,080%L,000 per day for non-scheduled audit commétewities.

In addition, each person serving as a non-empldireetor on January 28, 2003 received 500 sharesstricted
stock under the Stock Option Plan. Mr. Sloan, weryas as chairman of the Board of Directors, ressban additional
750 shares of restricted stock. The restricteckstim@ards vest 25% on each anniversary of the dajeaat. Dividends
are paid on all restricted stock awards at the saeeand on the same date as on shares of Higlswommadmon stock.

Upon becoming a director of Highwoods, each nonieyge director received options to purchase 10@0es
of common stock at an exercise price equal todivariarket value on the date of grant. Non-emplajisgctors may
elect to defer a portion of their retainer and nmgetees for investment in stock options or unitpleantom stock under
the Stock Option Plan. At the end of each calendarter, any director that elects to defer feesuich a manner is
credited with stock options or units of phantontktat a 15% discount.

Officers of Highwoods who are directors are notdmaiy director fees.
7



Executive Compensation

The following table sets forth information concegithe compensation of the Chief Executive Offexed our
five other most highly compensated executive offiq¢ghe “Named Executive Officers”) for the yeaded December
31, 2003:

Summary Compensation Table

Annual Compensation Long-Term Compensation
Securities
Other Underlying
Annual Restricted All Other
Compensation Stock Options(#) Compensation
Name and Principal Position Year Salary Bonus(1) 2) Awards(3) 4) 5)
Ronald P. Gibson 200: $400,80: $240,08: $476,12¢
CEO
200z $390,40- $207,04. $ 30,60: $464,34( 226,62 $ 25,65
$ 20,68¢ 171,65¢ $ 8,25(
2001 $378,09! $211,00( $ 23,45( $450,77( 180,37¢ $ 7,87¢
Edward J. Fritsch President and COO 2q0= $325,21! $171,88! $235,73.
200- $316,79! $148,23t $  4,87¢ $229,89¢ 112,19¢ $ 20,39¢
— 84,98¢ $ 8,25(
2001 $306,82: $151,00( — $223,21: 89,31¢ $ 7,87
Carman J. Liuzzo (6) 2003 $251,80: $133,08t¢ — $182,51: 86,87: $ 13,72.
Vice President, Investments & — 65,79¢ $ 8,25(
Strategic Analysis 200z $245,26: $114,76: — $177,98¢ 69,14¢ $ 78Tt
2001 $237,57  $117,00( $172,80¢
Mack D. Pridgen IlI 200: $225,09:; $118,96! $163,14:
Vice President, General Counsel
and Secretary 200z $219,251  $102,600 ¢ 1251 $159,10¢ 77,65¢ $ 24,41
$ 8,44 58,82« $ 8,25(
2001 $212,29! $105,00( $ 16,50: $154,43¢ 61,801 $ 7,87
Gene H. Anderso 200s $223,49; $ $
Senior Vice President 102,37!
200z $217,67 $ $ 5,17 $ 90,00: 42,83 $ 9,00(
87,94« $ 8,60¢ 87,75( 32,44¢ $ 8,25(
2001 $210,77! $ 94,89: $ 7,05( $ 85,19: 34,09 $ 7,87¢
Michael E. Harris 2007 $223.49: $ $
Senior Vice President 102,37!
200z $217,67 $ $ 3,26¢ $ 90,00" 42,83 $ 9,00(
87,94« $ 3,12( 87,75( 32,444 $ 8,25(
2001 $210,77! $ 94,89: — $ 85,19: 34,09 $ 7,87¢

(1) Includes amounts earned in the indicated periotvtlkeae paid in the following yea

(2) Highwoods has established a deferred compensatonppirsuant to which various executive officers ekect to defer a portion of the
compensation that would otherwise be paid to tlezetive officer for investment in units of phantstock under the Stock Option Plan.
the end of each calendar quarter, each executiiceiothat elects to defer compensation in suctaamar is credited with units of phantom
stock at a 15% discount. Amounts shown in the tatdieide the implied dollar value of the 15% diseban the respective grant dates. If
any of these officers leaves Highwoods’ employaoy reason (other than death, disability, norm@ement or voluntary termination by
Highwoods) within two years after the end of tharyi which such officer has deferred compensaganh officer will incur a penalt

(3) Represents the dollar value of restricted stockrdsvealculated by multiplying the closing marketprof Highwoods common stock on
the date of grant by the number of shares of mstiistock awarded. This valuation does not taleeancount the diminution in value
attributable to the restrictions applicable to shares of restricted stock. The restricted stockrdsvvest 50% on the third anniversary and
50% on the fifth anniversary of the date of gr@itidends are paid on all restricted stock awatdb@same rate and on the same date as
on shares of Highwoods common stock. “Restricted Stock Holdin¢”

(4) Options include incentive stock options and nonifjedl stock options. Options have varying vestingedules of no less than four year
ratable vesting. Amounts shown include options w@uduring the indicated period with respect togher yea’'s performance

(5) Consists of amounts contributed by Highwoods utideiSalary Deferral and Profit Sharing Plan andpiflicable, for term life insurant



premiums,

(6) Effective December 1, 2003, Mr. Liuzzo became Highds’ Vice President of Investments and Strategialysis and Terry L. Stevens
became Highwoo( Vice President, Chief Financial Officer and Tre@sL
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Restricted Stock Holdings

The total restricted stock holdings and their faarket value based on the per share closing pfi$®40 as of
December 31, 2003 are set forth below. The valoasod reflect diminution of value attributable teetrestrictions
applicable to the shares of restricted stock. Athe shares of restricted stock vest 50% on thid #nniversary and
50% on the fifth anniversary of the date of gréhvidends are paid on all restricted stock, whethremot vested, at the
same rate and on the same date as on shares otdtigh common stock.

Total Shares of
Restricted Stocl

Value at
Name December 31, 20C
Ronald P. Gibso 76,79( $ 1,950,46!
Edward J. Fritscl 37,71« $ 957,93«
Carman J. Liuzz 33,32 $ 846,37¢
Mack D. Pridgen lli 27,70¢ $ 703,78:
Gene H. Anderso 18,13( $ 460,50:
Michael E. Harris 18,62¢ $ 473,10(

The following table sets forth information with pest to options granted in 2003 to the Named Exesut
Officers:

Option Grants in 2003

Percent of

Total Potential Realizable Annual
Options Rates of Stock Price
Granted to Appreciation for Option
Number of Exercise Term (2)
Securities Employee: Price Per
Underlying
Name Options (1) in 2003 Share Expiration Date 5% 10%
Ronald P. Gibso 226,62: 31% $21.01 February 28, 201 $3,620,02 $10,168,72
Edward J. Fritscl 112,19¢ 15% $21.01 February 28, 201 $1,792,24. $ 5,034,44.
Carman J. Liuzz 86,87: 12% $21.01 February 28, 201 $1,387,70: $ 3,898,08
Mack D. Pridgen IlI 77,654 11% $21.07 February 28, 201 $1,240,43! $ 3,484,41
Gene H. Anderso 42,83 6% $21.01 February 28, 201 $ 684,27! $ 1,922,14

Michael E. Harris 42,831 6% $21.01 February 28, 201 $ 684,27! $ 1,922,14.

(1) Options granted in 2003 were based on 2002 perfacenadptions granted in 2003 generally vest ratabbr a fou-year period

(2) Realizable values have been reduced by the pee sipiion exercise price that each optionee willdzpiired to pay to Highwoods in
order to exercise the optior
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The following table sets forth information with pest to options held by the Named Executive Offices of
December 31, 2003:

2003 Year-End Option Values

Value of Unexercised In-

Number of Securities Underlying the-Money Options at 2003
Options at 2003 Year-End (1) Year-End (2)

Exercisable Unexercisable Unexercisable
Name Exercisable
Ronald P. Gibso 365,69¢ 507,72! $1,165,30! $1,324,84
Edward J. Fritscl 264,79: 249,42° $ 957,81 $ 646,71t
Carman J. Liuzz 213,59! 193,12 $ 855,92¢ $ 500,78
Mack D. Pridgen llI 176,29° 172,62( $ 725,32 $ 447,57(
Gene H. Anderso 42,51¢ 94,11 $ 45,10¢ $ 153,48«
Michael E. Harris 122,71¢ 94,11 $ 274,72: $ 241,68

(1) Options include incentive stock options and nonifjedl stock options. Options have varying vestingedules of no less than four y:
ratable vesting

(2) Based on a closing price of $25.40 per share olhwomstock on December 31, 20!

Change-In-Control Contracts

Highwoods has entered into a change in controlraonhtvith each of Messrs. Anderson, Fritsch, Gibstarris,
Liuzzo and Pridgen. The contracts generally prothde, if within 24 months from the date of a chamg control (as
defined below), the employment of the executivéceffis terminated without cause, including a vduy termination
because their responsibilities are changed, th&riss are reduced or their responsibilities arerdshed or because
a voluntary termination for any reason in months1or 15 following the change of control, sucle@xive officer
will be entitled to receive 2.99 times a base aniodin executive’s base amount for these purposequsl to 12 times
the highest monthly salary paid to the executivenduthe twelve-month period ending prior to thearhe of control
plus the greater of (1) the average annual bonuf&opreceding three years or (2) the last anpolis paid or payab
to the executive. Additionally, the Stock OptioraR|the phantom stock plan, the 1997 PerformancardWwrogram
and the 1999 Shareholder Value Plan provide foirttmeediate vesting of all options and benefits uparange of
control. The executive would also receive a lumm sash payment equal to a stated multiple of theevaf all of the
executive’s unexercised stock options. The mulipliree times for Mr. Gibson and for Mr. Fritstivp times for Mr.
Harris, and one time for Messrs. Liuzzo, Andersod Bridgen. The contracts for each of the Namedtres Officers
have varying expiration dates, but are automayieaitended for one additional year on each of tfesipective
anniversary dates.

For purposes of the contracts described in thesgdiag paragraph, “change in contrgénerally means any of t
following events:

. the acquisition by a third party of 20% or mordhad ther-outstanding common stock of Highwoo
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. individuals who currently constitute the Board afdators (or individuals who subsequently become a
director whose election or nomination was apprdwedt least a majority of the directors currently
constituting the Board of Directors) cease for esgson to constitute a majority of the Board ofbiors;

. approval by Highwoods’ stockholders of a reorgatiirga merger or consolidation in which Highwoods is
not the surviving entity; ¢

. approval by Highwoods’ stockholders of a complejaitiation or dissolution of Highwoods or the sate
other disposition of all or substantially all oktassets cHighwoods.

Executive Compensation Committee Interlocks and Inder Participation

Before the combination of the executive compengaiiad nominating and governance committees, whaca
effective at the February 3, 2004 meeting of tharBpthe executive compensation committee conscdtétessrs.
Adler, Graham, Orr and Sloan. None of the membftiseoexecutive compensation committee is a cuwepast
employee of Highwoods and each was and is indep¢naeler the rules and regulations of the New Ysiidck
Exchange. Mr. Sloan is a former officer of the mesksor of Highwoods.

Executive Compensation Committee Report

During 2003, the executive compensation commitéerchined compensation and benefit policies andtmes
and incentive arrangements for executive officers lkey managerial employees of Highwoods. Beginni2§04, the
Board of Directors has combined the nominating godernance and the executive compensation comsmitteethe
governance and compensation commit

The committee directs the administration of thecktOption Plan and other management incentive cosgi®n
plans of Highwoods. The committee’s compensatiditigs are designed to (a) attract and retain kewiduals
critical to the success of Highwoods, (b) motivatel reward such individuals based on corporateness unit and
individual performance and (c) align executivesd atockholders’ interests through equity-basedrtiges. During
2003, the executive compensation committee mettioes and set compensation levels in compliantie thie
executive compensation program adopted in 199%whias based upon extensive input from and thewemndation
of William M. Mercer, Incorporated, an independeampensation consulting firm.

Compensation for executives is based generallyerdlowing principles:

. variable compensation should comprise a signifipant of an executive’s compensation with the
percentage -risk increasing at increased levels of responsyh

. employee stock ownership aligns the interests gflepees and stockholdel
. compensation must be competitive with that offdrsgdompanies that compete with Highwoods for
executive talent; an
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. differences in executive compensation within Higla® should reflect differing levels of responstiilanc
performance

A key determinant of overall levels of compensatiemains the pay practices of public equity REFRa have
revenues comparable to Highwoods. This peer gragachosen by Highwoods’ independent compensatidianefit
consultants. Overall compensation is intended tatbabove or below competitive levels dependingnuibhe
performance of Highwoods relative to its targetedgrmance and the performance of its peer group.

There are three components to Highwoods’ execativepensation program: base salary; annual incentive
compensation; and long-term incentive compensaliba.more senior the position, the greater theigodf
compensation that varies with performance.

Annual Compensation Executive salaries other than that of the Chiecutive Officer are recommended to
the committee by the Chief Executive Officer anel designed to be competitive with the peer grouppamies
described above. Changes in base salaries are tiasled peer group’s practices, Highwoods’ perforoea the
individual’s performance, experience and respoligil@nd increases in cost of living indices. Basaries are
reviewed for adjustment annually and adjustmehemy, are effective in April. The Chief Executi@ficer’s base
salary is determined by the committee.

Highwoods’executive officers participate in an annual casleiive bonus program whereby they are eligibls
cash bonuses based on a percentage of their dremebkalary as of the prior December. In addithacrohsidering the
pay practices of Highwoods’ peer group in determgreach executive’bonus percentage, the committee also con:
the executive’s ability to influence overall perfance of Highwoods. Assuming targeted levels ohMigods’
performance, an executive’s bonus percentage rdrgasi0% to 85% of base salary depending on usiti
Highwoods. The eligible bonus percentage for exeltive is determined by a weighted average (whafes from
executive to executive depending upon the particgeleavance of each measure) of Highwoods’ perfoiceaversus its
annual plan.

To the extent this weighted average is less thaxoeeds Highwoods’ targeted performance levelpbtmis
percentage paid is proportionally reduced or iredaDepending on Highwoods’ performance, annuantive
bonuses could range from zero to 200% of an exexatiarget level bonus. For 2003, bonuses foNamed
Executive Officers ranged from 46% to 60% of eaffiter’s current base salary.

The committee has established an unfunded defeamgensation plan pursuant to which each execofiieer
can elect to defer a portion of his compensatiordézmed investment by the Company either in wihighantom stock
under the Stock Option Plan or in various mutuabfu At the end of each calendar quarter, any ¢xecofficer that
elects to defer compensation into phantom stockedited with units of phantom stock at a 15% disttolf an officer
that has elected to defer compensation under kuslpaves Highwoods’ employ voluntarily or for sauwithin two
years after the end of the year in
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which such officer has deferred compensation fatswof phantom stock, such officer will incur a pdétg based on the
value of such officer’'s phantom stock account latiible to the units acquired within such period.

Long-Term Incentives In addition to the cash bonus and as an ineetd retain executive officers,
Highwoods’ long-term incentive plan for officersopides for annual grants of stock options and ictstt stock under
the Stock Option Plan and other awards under tB8 Bhareholder Value Plan. The stock options \atably over fou
years and remain outstanding for ten years. Theesldd restricted stock vest 50% after three yaats50% after five
years.

The 1999 Shareholder Value Plan rewards the execatficers of Highwoods when the total shareholééurns
measured by increases in the market value of Highlw@ommon shares plus the dividends on thoseshaceeds a
comparable index of Highwoods’ peers over a threg-yperiod. A payout for this program, which canrbeash or
other consideration, is determined by Highwoqas'cent change in shareholder return comparecdetodimposite inde
of its peer group. If Highwoods’ performance is abteast 100% of the peer group index, no payoatade. To the
extent performance exceeds the peer group, thaupayoeases. A new three-year plan cycle begiok gaar under
this program. No payments were earned under tbhigram in 2003.

Section 162(m) of the Internal Revenue Code gelyatehies a deduction for compensation in exce$s of
million paid to certain executive officers, unlesstain performance, disclosure and stockholderoyab requirements
are met. Option grants and certain other awardsnh@ Stock Option Plan and the 1999 Shareholdé&ré/Plan are
intended to qualify as “performance-based” compemsaot subject to Section 162(m) deduction limiita. The
committee believes that a substantial portion ofigensation awarded under Highwoodsimpensation program wot
be exempted from the $1 million deduction limitatidhe committees intention is to qualify, to the extent reasonak
substantial portion of each executive officer's pemsation for deductibility under applicable tawsa

Chief Executive Officer Compensation The salary and long-term incentive awards gfhiioods’ Chief
Executive Officer, Ronald P. Gibson, are determipgthe committee substantially in conformity wilte policies
described above for all other executive officersl@mfhwoods. Mr. Gibson’s base salary increased1,@0, or 2.5%,
from $393,500 in 2002 to $403,500 in 2003. Mr. @Gibearned a cash bonus of $240,083 in 2003, whach$83,041,
or 16%, higher than his cash bonus of $207,042dw002. Mr. Gibson’s cash bonus was equal to 6DBisdbase
salary in 2003 and 53% of his base salary in 2002.

In addition, during 2003, Mr. Gibson was granteagiglderm incentive compensation consisting of shafes
restricted stock valued at $476,129 on the datganit, which vest 50% on the third anniversary 3% on the fifth
anniversary of the date of grant. This was an eseeof $11,789, or 2.5%, in restricted stock corsggon for 2003 as
compared to his restricted stock compensation 68840 for 2002. Finally, Mr. Gibson received 224,6
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stock options during 2003 at an exercise price2df &L, which was the fair market value of Highwoodsmon stock
on the date of grant. Mr. Gibson is also eligildgarticipate in the 1999 Shareholder Value Plawdver, no payouts
were made to Mr. Gibson under this plan in 2003.

2003 Executive Compensation Committee
Thomas W. Adle William E. Graham, Ji L. Glenn Orr, Jr O. Temple Sloan, J

Audit Committee Report

The Board of Directors has adopted a written chdotethe audit committee, a copy of which is dtted as
Appendix A to this proxy statement.

Purpose and Function of the Audit Committee The audit committee oversees the financiabntapg process
on behalf of the Board of Directors. Managementthasprimary responsibility for the financial staents and the
reporting process including the systems of intecoaltrols. In fulfilling its oversight responsiliigs, the audit
committee reviewed the audited financial statementise Annual Report with management includingszassion of
the quality, not just the acceptability, of the @acting principles, the reasonableness of sigmfipadgments and the
clarity of the disclosures in the financial staterse

The audit committee reviewed with the independeditars, who are responsible for expressing aniopian the
conformity of those audited financial statementdhwienerally accepted accounting principles, theigments as to the
guality, not just the acceptability, of Highwood&counting principles and such other matters asegpgred to be
discussed with the audit committee under geneealbepted auditing standards. As part of these ngeetihe audit
committee also discussed with the independent axtants the matters required by Statement on Agliitandards
No. 61 (Communication with Audit Committees). Irdén, the audit committee received written distites from th
independent accountants required by Independemarel&ids Board Standard No. 1 (Independence Disnssaiith
Audit Committees), and the audit committee discdssih the independent accountants that firm’s pedelence from
management and Highwoods and considered the cdrlipaf non-audit services with the auditors’ ggendence.

The audit committee has determined that the reng&if the non-audit services by Ernst & Young LEP i
compatible with maintaining the auditor’s indepemck® In 2003, the audit committee adopted a pokguiring the
pre-approval of all fees paid to Ernst & Young Ltd? non-audit related services. Accordingly, thencaittee has pre-
approved the following services:

. Audits of Highwood’ employee benefit plans in an amount not to excd8J0®0 per yeal
. Tax review and consulting services in an amountmeixceed $75,000 per ye
. Accounting consulting services in an amount naxoeed $100,000 per ye.
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. General assistance with implementation requiremen®EC rules, NYSE listing standards and other
related reporting requirements in an amount neteed $55,000 per year; ¢

. Financial statement audits of certain of our je@btures in an amount not to exceed $30,000 per

Any services in excess of the pre-approved amoontsy services not described above, require rirapproval
of the audit committee chair, with a review by thalit committee at its next scheduled meeting.

The audit committee discussed with Highwoods’ imdéiand independent auditors the overall scopegbans for
their respective audits. The audit committee held fn-person meetings and six conference callsigi2003.

Recommendations of the Audit Committe& reliance on the reviews and discussions refeto above, the
audit committee recommended to the Board of Dirsctand the Board has approved) that the auditechéial
statements be included in the Annual Report on FIo#K for the year ended December 31, 2003 fandilvith the
SEC. The audit committee and the Board have atsmmmended, subject to stockholder ratification,d&kection of
Highwoods’ independent auditors.

Audit Committee
Lawrence S. Kaplan  Kay N. Callison ~ Witldd. Smith Jr.  F. William Vandiver, Jr.
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VOTING SECURITIES AND PRINCIPAL STOCKHOLDERS

The following table sets forth the beneficial owstep of shares of common stock as of December @13 for

each person or group known to Highwoods to be hgldiore than 5% of the common stock, for each tireand
Named Executive Officer and for the directors axelcative officers of Highwoods as a group. The nandf share:
shown represents the number of shares of commaok 8te person “beneficially owns,” as determinedhsy rules of
the SEC, including the number of shares that magseed upon redemption of common partnershipestsr
(“Common Units”) in Highwoods Realty Limited Partship (the “Operating Partnership”). The Operatagtnership
is controlled by Highwoods as its sole generalrgartThe Operating Partnership is obligated toesdeach Common
Unit at the request of the holder thereof for thshcvalue of one share of common stock or, at Higlus’ option, one
share of common stock.

Percent

Number of Shares of All
Beneficially Ownec Shares (1
Name of Beneficial Owner
O. Temple Sloan, Jr. (. 588,37: 1.0%
Ronald P. Gibson (= 804,89! 1.4<%
Gene H. Anderson (- 957,45 1.7¢%
Edward J. Fritsch (& 439,57: *
Carman J. Liuzzo (€ 340,68: *
Mack D. Pridgen Il (7 278,46: *
Michael E. Harris (8 183,28: *
Thomas W. Adler (9 104,66 *
Kay N. Callison (10 603,17¢ 1.13%
William E. Graham, Jr. (11 51,44+ *
Lawrence S. Kaplan (1: 16,85 *
L. Glenn Orr, Jr. (13 37,91¢ *
Willard H. Smith Jr. (14 37,58¢ *
John L. Turner (15 544,29¢ 1.01%
F. William Vandiver, Jr (16 4,00( *
Cohen & Steers Capital Management, Inc. | 3,257,60! 6.09%
Deutsche Bank AG and its affiliates (1 9,248,40 17.3(%
All executive officers and directors as a group [&8sons 5,036,90: 8.7¢%
* Less than 19
(1) The total number of shares outstanding used irutzlog this percentage assumes that no Commors Ustdck options or warrants
held by other persons are exchanged for sharesnafnon stock
(2) Number of shares beneficially owned includes 223 §itares currently issuable upon exercise of optoml 261,635 shares issue
upon redemption of Common Uni
3) Number of shares beneficially owned includes 572 &%ares currently issuable upon exercise of optém 65,477 shares issua
upon redemption of Common Uni
(4)  Number of shares beneficially owned includes 79 sti#res currently issuable upon exercise of optmas785,326 shares issua
upon redemption of Common Uni
(5) Number of shares beneficially owned includes 365 &fares currently issuable upon exercise of optaod 9,744 shares issua
upon redemption of Common Uni
(6) Number of shares beneficially owned includes 292 &&res currently issuable upon exercise of opt
@) Number of shares beneficially owned includes 245 &iares currently issuable upon exercise of opt
(8) Number of shares beneficially owned includes 158 $ttares currently issuable upon exercise of opt

9)

Number of shares beneficially owned includes 84 &2fres currently issuable upon exercise of opt
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(20) Number of shares beneficially owned includes 23 §iires currently issuable upon exercise of optigiss Callison disclaim
beneficial ownership of 37,636 shares held in tfoisthe benefit of her child for which her spousérustee and for which she has no
voting or investment power. Ms. Callison also digtls beneficial ownership of 40,000 shares hetdust for the benefit of her
husband for which she has no voting or investmemtg.

(11)  Number of shares beneficially owned includes 47 &38res currently issuable upon exercise of opt

(12)  Number of shares beneficially owned includes 14 &2&es currently issuable upon exercise of optibhe number of shart
beneficially owned includes 1,000 shares heldusttfor the benefit of his child for which Mr. Kanl has investment making power.
Mr. Kaplar's spouse is the trustee and Mr. Kaplan disclaimefial ownership of those shar:

(13) Number of shares beneficially owned includes 33 §lyes currently issuable upon exercise of opt

(14) Number of shares beneficially owned includes 33 §lires currently issuable upon exercise of opt

(15)  Number of shares beneficially owned includes 116 S8tares currently issuable upon exercise of optigh,000 shares issuable uj
exercise of warrants and 381,000 shares issuabie rgglemption of Common Unit

(16) Number of shares beneficially owned includes 2 Siires currently issuable upon exercise of opt

(17)  Cohen & Steers Capital Management, Inc. is locatétb7 Third Avenue, New York, New York 10017. Infation obtained fror
Schedule 13G filed with the SE

(18) Deutsche Bank AG is located at Taunusanlage -60325, Frankfurt am Main, Federal Republic of Gemgnanformation obtaine
from Schedule 13G filed with the SEC. On Octobe2Q3, we amended our shareholder rights agreesnehiat RREEF America
L.L.C., an affiliate of Deutsche Bank AG, could ate, on behalf of its managed investment accowamditional shares of our
common stock. Our rights agreement is generalijgaied whenever a person becomes the beneficiarairi5.0% or more of our
outstanding shares of common stock. The amendnientssRREEF and certain of its affiliates to bengfily own up to 20.0% of our
outstanding shares of common stock without triggedur rights agreement. RREEF agreed, so longraasonably believes that it
and its affiliates beneficially own in excess of% of our outstanding shares of common stockrdeige us with a right of first
refusal with respect to any proposed sale to d tharty by RREEF on behalf of its managed investraeoounts of 1.0 million or mc
shares of our common stock in a single transadiaeries of related transactio

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of Detger 31, 2003 with respect to the shares of Higldsoo
common stock that may be issued under Highwoodstieg equity compensation plans:

Number of Securities

Number of Securities tc Remaining Available

Weighted-Average

Exercise Price of
be Issued Upon Outstanding Options for Future Issuance

Exercise of Under Equity
Plan Category Outstanding Options Compensation Plan:
Equity Compensation Plans Approved by Stockhol
1) 4,229,46. $ 22.8¢ 3,254,401
Equity Compensation Plans Not Approved
Stockholders (2 — — 246,21
@ Consists of the Stock Option Plan, under whichgineernance and compensation committee may grack sfations, phantom stock,

stock appreciation rights and restricted stocknipleyees, officers and directors of Highwoa

(2 Consists of the 2000 Employee Stock Purchase Biater which all eligible employees of Highwoods édlve option to defer
portion of their base salary at the end of eachitquéo acquire shares of Highwoods common stoek % discoun
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RELATED PARTY TRANSACTIONS

Highwoods has previously reported that it has hedrdract to acquire development land in the BlasgiValley
office development project from GAPI, Inc., a cagteon controlled by Mr. Anderson. On January 1002
Highwoods acquired an additional 23.46 acres aflmd from GAPI, Inc. for cash and shares of comstock valued
at $2.3 million. In May 2003, 4.0 acres of the r@mray acres not yet taken down was taken by ther@a®epartment
of Transportation to develop a roadway interchaogeonsideration of $1.8 million. The Departmehieansportation
took possession and title of the property in JU@32As part of the terms of the contract betweghtoods and
Bluegrass, Highwoods was entitled to the procersin the condemnation of $1.8 million, less the caeted purchase
price between Highwoods and Bluegrass for the amneel property of $737,348. On September 30, 23938, rasult c
the condemnation, Highwoods received the procek#is.8 million. A related party payable of $737,348Bluegrass
related to the condemnation of the developmentiamntcluded in accounts payable, accrued expearsg®ther
liabilities in Highwoods’ Consolidated Balance ShaeDecember 31, 2003 and a gain of $1.0 millelated to the
condemnation of the development land is includegkiim on disposition of land in Highwoods’ Consalield Statement
of Income for the year ended December 31, 2003awaigds believes that the purchase price with régpexach
transaction did not exceed market value. Thesasdions were unanimously approved by the execatwamittee an
the full Board of Directors (with Mr. Anderson a@sting from the vote).

Mr. Turner, who served as Highwoods’ chief investinaficer from January 1995 through December 2001,
served as an advisor on real estate investmengraatt Highwoods’ chief executive officer. Highweaogokid Mr.
Turner $120,000 during 2003 pursuant to a one-geasulting agreement which expired on Decembe2GQ3. Mr.
Turner’s consulting agreement has not been renéove?004.
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PROPOSAL TWO:
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Board of Directors, upon the recommendatiothefaudit committee, has appointed the accountinmgdf
Ernst & Young LLP to serve as independent audibtdighwoods for the 2004 fiscal year, subjectabfication of this
appointment by the stockholders of Highwoods. E€n¥toung LLP has served as independent auditoisigiiwoods
since its commencement of operations and is coreidey management of Highwoods to be well qualifléidhwoods
has been advised by that firm that neither it myr member thereof has any financial interest, dioedndirect, in
Highwoods or any of its subsidiaries in any capacit

Audit Fees. Highwoods paid Ernst & Young LLP $486,720 udd fees during 2003 as compared to $357,050
in audit fees during 2002.

Audit-Related Fees Highwoods paid Ernst & Young LLP $154,006undit-related services during 2003 as
compared to $116,039 in audit-related fees durD@R2 These auditelated services generally included 401(k) andt.
venture audits, business acquisitions and dispositiaccounting consultations and SEC filings.

Tax Fees. Highwoods paid Ernst & Young LLP $26,506 ix &rvices during 2003 as compared to $22,511 i
tax fees during 2002. These tax services generallyded tax compliance, tax planning and tax aglvic

All Other Fees. Highwoods paid Ernst & Young LLP an additio§&[L,059 for all other fees in 2003 as
compared to $70,895 for all other fees in 2002003, the $71,059 fee related to payment of aregaigupon
percentage of a refund resulting from an IRS irgienetting calculation. In 2002, these servicesgaly included an
audit of Highwoods’ information technology systeamsl related consulting services.

Representatives of Ernst & Young LLP will be prdsatrthe meeting, will have the opportunity to make
statement if they so desire and will be availablesspond to appropriate questions.

The Board of Directors recommends a vote FOR tbhpgwal to ratify the appointment of Ernst & YoungA_as
independent auditors of Highwoods for the 2004alisear.

OTHER MATTERS

Highwoods’ management knows of no other mattersrttegy be presented for consideration at the meeting
However, if any other matters properly come befbeemeeting, it is the intention of the person néumethe proxy to
vote such proxy in accordance with his judgmensach matters.
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STOCK PRICE PERFORMANCE GRAPH

The following stock price performance graph compateghwoods’ performance to the S&P 500, the Ruissel
2000 and the index of equity REITs prepared by dwati Association of Real Estate Investment TrUNAREIT”).
The stock price performance graph assumes an meesif $100 in Highwoods and the two indices oxcddaber 31,
1998 and further assumes the reinvestment ofvale@inds. Equity REITs are defined as those thaveenore than
75% of their income from equity investments in reslate assets. The NAREIT equity index includesaiqualified
REITs listed on the New York Stock Exchange, theefinan Stock Exchange or the NASDAQ National Market
System. Stock price performance is not necessadigative of future results.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Each director and executive officer of Highwoodseiguired to file with the SEC, by a specified dagports
regarding his or her transactions involving Highas'occommon stock. To Highwoods’ knowledge, basddlgmn the
information furnished to Highwoods and written regentations that no other reports were requiréduah filing
requirements were complied with during 2003, extleat Mr. Anderson reported four phantom stock &stions, one
phantom stock disposition and one common stockodispn late and Messrs. Fritsch, Gibson, Harrigzo and
Pridgen each reported one phantom stock dispogéten

STOCKHOLDER PROPOSALS FOR 2005 ANNUAL MEETING

Proposals of stockholders to be presented at & @0nual meeting of stockholders must be recdiyeitie
secretary of Highwoods prior to December 1, 200dictvis 120 calendar days prior to the anniverséthe mailing of
this proxy statement, to be considered for inclusiothe 2005 proxy material. If a stockholder veistio present a
proposal at the 2005 annual meeting, whether oth@oproposal is intended to be included in the520@xy material,
the bylaws require that the stockholder give adeamgtten notice to the secretary of Highwoodslaeses than 60 nor
more than 90 days prior to the anniversary of ®@2annual meeting. If a stockholder is permittedresent a
proposal at the 2005 annual meeting but the prépesmanot included in the 2005 proxy material, Higlods believes
that its proxy holder would have the discretionanghority granted by the proxy card (and as peeahitinder SEC
rules) to vote on the proposal if the proposal reaeived after February 14, 2005, which is 45 aderlays prior to tr
anniversary of the mailing of this proxy statement.

COSTS OF PROXY SOLICITATION

The cost of preparing, assembling and mailing tieeymaterial will be borne by Highwoods. Highwoos#l
also request persons, firms and corporations hglslirares in their names or in the names of thenimees, which
shares are beneficially owned by others, to seagtbxy material to, and to obtain proxies fronglsheneficial
owners and will reimburse such holder for theismraable expenses in doing so.

Highwoods has retained Automated Data Processiegand Wachovia Bank, N.A. to assist in the preads
identifying and contacting stockholders for thegmsge of soliciting proxies. The entire expensengfaging the service
of such consultants to assist in proxy solicitai®projected to be $10,000.

BY ORDER OF THE BOARD OF DIRECTORS
O. TEMPLE SLOAN, JR.
Chairman of the Board of Directors
March 31, 2004
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Appendix A

HIGHWOODS PROPERTIES, INC.
AUDIT COMMITTEE CHARTER

Purpose

The Audit Committee is appointed by the Board wisishe Board in monitoring (1) the integrity bé&tfinancial
statements of the Company, (2) the independentatigdqualifications and independence, (3) the grenfince of the
Company’s internal audit function and independewlitars, and (4) the compliance by the Company Veigfal and
regulatory requirements.

The Audit Committee shall prepare the report regpllsy the rules of the Securities and Exchange Gesion
(the “Commission”) to be included in the Compargrsual proxy statement.

Committee Membership

The Audit Committee shall consist of no fewer tilaree members. The members of the Audit Commitied s
meet the independence and experience requiremietits New York Stock Exchange, Section 10A(m)(3)he
Securities Exchange Act of 1934 (the “Exchange Aatid the rules and regulations of the Commisskbteast one
member of the Audit Committee shall be a finanedglert as defined by the Commission. In the eveattan Audit
Committee member serves simultaneously on the aadimittees of more than two other public comparites Board
must make a determination that such simultaneawscsenvould not impair the ability of such membereffectively
serve on the Audit Committee and to disclose swtlrchination in the proxy statement.

The members of the Audit Committee shall be appdifity the Board on the recommendation of the Notiniga
& Governance Committee. Audit Committee members beayeplaced by the Board.

Meetings

The Audit Committee shall meet as often as it deiees, but not less frequently than quarterly. Abdit
Committee shall meet periodically with managemtd,internal auditors and the independent auditseparate
executive sessions. The Audit Committee may recumsbfficer or employee of the Company or the Canys
outside counsel or independent auditor to atteme@ting of the Committee or to meet with any memslo¢ror
consultants to, the Committee.

Committee Authority and Responsibilities

The Audit Committee shall have the sole authootgppoint or replace the independent auditor (stfe
applicable, to shareholder ratification). The Audammittee shall be
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directly responsible for the compensation and agbht®of the work of the independent auditor (inchgdresolution of
disagreements between management and the indepenaitior regarding financial reporting) for therpose of
preparing or issuing an audit report or relatedkw®he independent auditor shall report directlyne Audit
Committee.

The Audit Committee shall pre-approve all auditsggvices and permitted non-audit services (inclydie fees
and terms thereof) to be performed for the Comgmniys independent auditor, subject to the de musiraxceptions fc
non-audit services described in Section 10A(i))(1x{Bthe Exchange Act which are approved by theid@dmmittee
prior to the completion of the audit. The Audit Qoittee may form and delegate authority to subcomesst consisting
of one or more members when appropriate, incluthegauthority to grant pre-approvals of audit aachptted non-
audit services, provided that decisions of sucltemimittee to grant pre-approvals shall be presewotéae full Audit
Committee at its next scheduled meeting.

The Audit Committee shall have the authority, te #xtent it deems necessary or appropriate, tomreta
independent legal, accounting or other advisors. Company shall provide for appropriate fundingdetermined by
the Audit Committee, for payment of compensatioth®independent auditor for the purpose of remdeor issuing an
audit report and to any advisors employed by thditd@ommittee.

The Audit Committee shall make regular reporthBoard. The Audit Committee shall review and seas the
adequacy of this Charter annually and recommenderyosed changes to the Board for approval. TraitAu
Committee shall annually review the Audit Commise@vn performance.

The Audit Committee, to the extent it deems necgsmaappropriate, shall:

Financial Statement and Disclosure Matters

1. Review and discuss with management and the indeperdditor the annual audited financial statements
including disclosures made in management’s disonssnd analysis, and recommend to the Board whé#tker
audited financial statements should be includetienCompan’s Form 1+-K.

2. Review and discuss with management and the indepeadditor the Company’s quarterly financial stegats
prior to the filing of its Form 10-Q, including tlmesults of the independent auditor’s review ofdbarterly
financial statement:

3. Discuss with management and the independent awgigoificant financial reporting issues and judgtsenade
in connection with the preparation of the Compaffiyiancial statements, including any significanacges in the
Company’s selection or application of accounting@ples, any major issues as to the adequacyeof th
Compan’s internal controls and any special steps adoptédht of material control deficiencie
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Review and discuss quarterly reports from the iedépnt auditors ot
(@) All critical accounting policies and practices t lsed

(b) All alternative treatments of financial informatiarnthin generally accepted accounting principles thave
been discussed with management, ramificationseotife of such alternative disclosures and treasnent
and the treatment preferred by the independentau

(c) Other material written communications between tftependent auditor and management, such as any
management letter or schedule of unadjusted difta®

Discuss with management the Company’s earnings pedsases, including the use of “pro forma” orjdated”
non-GAAP information, as well as financial infornoat and earnings guidance provided to analysts atialy
agencies. Such discussion may be done generahgigting of discussing the types of informatiomé&odisclose
and the types of presentations to be me

Discuss with management and the independent autgaffect of regulatory and accounting initiagies well a
off-balance sheet structures on the Com’s financial statement

Discuss with management the Company’s major firdmigk exposures and the steps management hasttake
monitor and control such exposures, including tbenany s risk assessment and risk management pol

Discuss with the independent auditor the matteggired to be discussed by Statement on Auditingd&teds No
61 relating to the conduct of the audit, includary difficulties encountered in the course of thdiawork, any
restrictions on the scope of activities or accesgtiuested information, and any significant disagrents with
managemen

Review disclosures made to the Audit Committeehi@y@Gompany’s CEO and CFO during their certification

process for the Form 10-K and Form 10-Q about anificant deficiencies in the design or operatadnnternal
controls or material weaknesses therein and anyl firavolving management or other employees who laave

significant role in the Compa’s internal controls

Oversight of the Company’s Relationship with thegejpendent Auditor

10.
11.

Review and evaluate the lead partner of the indégraauditor tean

Obtain and review a report from the independenitaudt least annually regarding (a) the indepehdeditor’s
internal quality-control procedures, (b) any mateissues raised by the most recent internal guadintrol
review, or peer review, of the firm, or by any inguor investigation by governmental or professicamathorities
within the preceding five years respecting one orenindependent audits carried out by the firmafg) steps
taken to deal with any such issues, and (d) atimships between the independent auditor an@tmepany.
Evaluate the qualifications, performance and inddpace of the independent auditor, including carsid
whether the audit’s

A-3



12.

13.

14.

15.

guality controls are adequate and the provisiopeoiitted non-audit services is compatible withmteining the
auditor’s independence, and taking into accounbthrions of management and internal auditors. Aindit
Committee shall present its conclusions with resfethe independent auditor to the Bo:

Ensure the rotation of the lead (or coordinatingjigpartner having primary responsibility for taedit and the
audit partner responsible for reviewing the auditequired by law. Consider whether, in order gues
continuing auditor independence, it is appropriatadopt a policy of rotating the independent andifirm on a
regular basis

Recommend to the Board policies for the Compsuyring of employees or former employees of tldepender
auditor who participated in any capacity in theiaatithe Company

Discuss with the national office of the independauditor issues on which they were consulted byCbmpanys
audit team and matters of audit quality and coestst.

Meet with the independent auditor prior to the ataldiscuss the planning and staffing of the ai

Oversight of the Company’s Internal Audit Function

16.
17.

18.

Review the appointment and replacement of the sémternal auditing executivi

Review the significant reports to management pexgpay the internal auditing department and managéme
responses

Discuss with the independent auditor and managethennternal audit department responsibilitiesjdrt and
staffing and any recommended changes in the plaseceake of the internal aud

Compliance Oversight Responsibilities

19.
20.

21.

Obtain from the independent auditor assuranceStation 10A(b) of the Exchange Act has not beerlitaied.

Obtain reports from management, the Company’s samternal auditing executive and the independeditar
that the Company and its subsidiary/foregffiiated entities are in conformity with applidadegal requiremen
and the Company’s Code of Business Conduct and<$tRieview reports and disclosures of insider dfilchted
party transactions. Advise the Board with respe¢hé Company’s policies and procedures regardangpiiance
with applicable laws and regulations and with tleePanys Code of Business Conduct and Eth

Establish procedures for the receipt, retentiontegmtment of complaints received by the Compaggnaing
accounting, internal accounting controls or auditmatters, and the confidential, anonymous subonidsy
employees of concerns regarding questionable atioguor auditing matter:
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22. Discuss with management and the independent awiocorrespondence with regulators or governmental
agencies and any published reports which raiserrabigsues regarding the Company’s financial statets or
accounting policies

23. Discuss with the Company’s General Counsel legdlaersathat may have a material impact on the firrdnc
statements or the Compé's compliance policie:

Limitation of Audit Committee’s Role
While the Audit Committee has the responsibilitsesl powers set forth in this Charter, it is notdiéy of the
Audit Committee to plan or conduct audits or toedetine that the Company’s financial statementscasclosures are

complete and accurate and are in accordance withrgky accepted accounting principles and applécalies and
regulations. These are the responsibilities of gameent and the independent auditor.
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[LOGO] VOTE BY INTERNET - www.proxyvote.com

HIGHWOODS PROPERTIES, INC Use the Internet to transmit your voting instrust@nd for electroni
3100 SMOKETREE COURT - SUITE 600 delivery of information up until 11:59 P.M. Eastérime the day
RALEIGH, NC 276041051 before the cut-off date or meeting date. Have ywaky card in hand

when you access the web site and follow the inStms to obtain
your records and to create an electronic votingueson form.

VOTE BY PHONE - 1-80C-69C-6903

Use any touch-tone telephone to transmit your goitistructions up
until 11:59 P.M. Eastern Time the day before theoffidate or
meeting date. Have your proxy card in hand whengaluand then
follow the instructions

VOTE BY MAIL -

Mark, sign, and date your proxy card and retuin the postac-paid
envelope we have provided or return it to HighwoBdzperties, Inc.,
c/o ADP, 51 Mercedes Way, Edgewood, NY 117

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS
FOLLOWS: HWPRO] KEEP THIS PORTION FOR YOUR RECORI

DETACH AND RETURN THIS PORTION ONL'

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED

HIGHWOODS PROPERTIES, INC.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE
FOR EACH OF THESE PROPOSALS:
To withhold authority to vote for any

Withhold For All individual nominee, mark “For All
1. ELECTION OF DIRECTORS For Except” and write the nominee’s number
All All Except (s) on the line belon

01) Edward J. Fritscl o o o

02) Lawrence S. Kapla

03) L. Glenn Orr, Jr

04) William E. Graham, Ji For Against Abstain
2. RATIFICATION OF THE APPOINTMENT OF ERNST & YOUNG LR AS INDEPENDENT AUDITORS for the fiscal ye

ending December 31, 20C O O O

3. OTHER BUSINESS: In his discretion, the Proxy isheuized to vote upon such other business as maepgyocome before
the meeting or any adjournments ther: O [m} O

*NOTE* Please be advised that the only valid votopgions for Proposal 3 are eitt“For” or “Abstair”.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS MADE, T HIS PROXY WILL BE VOTED “FOR” ELECTION OF ALL
NOMINEES FOR DIRECTOR, “FOR” PROPOSAL TWO AND “FOR” PROPOSAL THREE.

(Please sign exactly as your name appears hereloen 8igning on behalf of a corporation, partnersigpate, trust or in any other representative
capacity, please sign your name and title. Fort jagzounts, each joint owner must si¢

Signature [PLEASE SIGN WITHIN BOX Date Signature (Joint Owner Date



PROXY

HIGHWOODS PROPERTIES, INC.
PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECT ORS FOR THE ANNUAL
MEETING OF STOCKHOLDERS TO BE HELD ON MAY 18, 2004

The undersigned hereby (a) acknowledges receifieoNotice of Annual Meeting of Stockholders of Rigoods Properties, Inc. (the
“Company”) to be held on May 18, 2004, and the RrStatement in connection therewith; (b) appoimedtd P. Gibson, Edward J. Fritsch
and Mack D. Pridgen Ill, and each of them, as Pi(phg “Proxy”) with the power to appoint a subdgtuand (c) authorizes the Proxy to
represent and vote, as designated on the revdlrshaees of Common Stock of the Company, helceobrd by the undersigned on March 15,
2004, at such Annual Meeting and at any adjourn(agttiereof.

Please mark, date and sign this proxy and retwomptly in the enclosed envelope so as to ensutmeumq at the meeting. This is important
whether you own few or many shares. Delay in rétgryour proxy may subject the Company to additiegense



