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NQY/
HIGHWGDDS PROPERTIES, INC. . Il

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 20, 2002

You are cordially invited to attend the 2002 anrmakting of stockholders of Highwoods Properties, to be
held on Monday, May 20, 2002, at 11:00 a.m., aRhkigh Marriott Crabtree Valley, 4500 Marriottii¥, Raleigh,
North Carolina, for the following purpose

1. To elect five director:

2. To ratify the appointment of Ernst & Young LLP asiépendent auditors of Highwoods for the 2002 fisca
year; anc

3. To transact such other business as may properlg tmfore such meeting or any adjournm

Only stockholders of record at the close of busr@sMarch 21, 2002 will be entitled to vote at theeting or
any adjournments.

Whether or not you expect to attend the meeting, please complete, date and sign the enclosed proxy and mail it
promptly in the enclosed envelopein order to ensure representation of your shares. No postage need be affixed if the
proxy ismailed in the United States. Alternatively, you may vote over the Internet or by telephone by following the
instructions on the enclosed proxy card.

BY ORDER OF THE BOARD OF
DIRECTORS

i P il

EDWARD J. FRITSCF

Executive Vice President, Chief Operating
Officer

and Secretary



H IGHWOODS P ROPERTIES, | NC.

3100 Smoketree Court, Suite 600
Raleigh, North Carolina 27604

PROXY STATEMENT
FOR
ANNUAL MEETING OF STOCKHOLDERS

To Be Held On May 20, 2002

This proxy statement is furnished to stockholdéddighwoods Properties, Inc. in connection with Hudicitation
of proxies for use at the 2002 annual meetingadigtolders of Highwoods to be held on Monday, M@y 2002, at
11:00 a.m., at the Raleigh Matrriott Crabtree Vally00 Marriott Drive, Raleigh, North Carolina, fie purposes set
forth in the notice of meeting. This solicitatimmade on behalf of the Board of Directors of Higbwds.

Holders of record of shares of common stock of Migbds as of the close of business on the recor] N&rch
21, 2002, are entitled to receive notice of, andai® at, the meeting. The outstanding common stooktitutes the
only class of securities entitled to vote at theetimg), and each share of common stock entitlebalaer to one vote.
At the close of business on March 21, 2002, themeVB2,897,100 shares of common stock issued asthnding.

Proposal One, the election of directors of Highwsyadquires the vote of a plurality of all of thetes cast at the
meeting provided that a quorum is present. For gaep of the election of directors, abstentionsmatlbe counted as
votes cast and will have no effect on the resuthefvote, although they will count toward the prese of a quorum.

Shares represented by proxies in the form enclakgdch proxies are properly executed and retusmstinot
revoked, will be voted as specified. Where no dmation is made on a properly executed and retlifoem of proxy,
the shares will be voted FOR the election of athimees for director, FOR the proposal to ratify sipgpointment of
Ernst & Young LLP as independent auditors and FOfRaization of the proxy to vote upon such othesibess as
may properly come before the meeting or any adjoemnts. You may vote by mail, by telephone (tolejieover the
Internet or in person at the meeting.

To vote by mail, sign, date and complete the erclgsoxy card and return it in the enclosed setfrasised
stamped envelope. No postage need be affixed pritwey is mailed in the United States. Instructiforsvoting by
using a toll-free telephone number or over therfrgecan be found on your proxy card. If you habdiyshares
through a bank, broker or other nominee, they giWle you separate instructions on voting your share

Highwoods’ 2001 Annual Report has been mailed with proxy statement. This proxy statement, thenfof
proxy and the 2001 Annual Report were mailed taldtolders on or about March 29, 2002. The prinogacutive
offices of Highwoods are located at 3100 Smoke@teert, Suite 600, Raleigh, North Carolina 27604.
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PROPOSAL ONE:
ELECTION OF DIRECTORS

Board of Directors

The 11 directors of Highwoods are divided into éheéasses, with approximately otkerd of the directors elect:
by the stockholders annually. Thomas W. Adler, KayCallison, Willard H. Smith Jr. and John L. Turnehose
terms of office expire at the meeting, have beaninated for election at the meeting as directorgHree-year terms,
to hold office until the 2005 annual meeting ofcétieolders and until their successors are electddjaalified.
William E. Graham, Jr., whose term of office alspiees at the meeting, has been nominated forieteat the
meeting as a director for a one-year term, to béffide until the 2003 annual meeting of stockhotdand until his
successor is elected and qualified.

The Board of Directors of Highwoods recommendste V@R Ms. Callison and Messrs. Adler, Graham, Bmit
and Turner as directors to hold office until th@iextion of the terms for which they have been naated and until
their successors are elected and qualified. Sreoudbne or more of these nominees become unabkrve for any
reason, the Board of Directors may designate substiominees, in which event the person hamelderenclosed
proxy will vote for the election of such substitut@minee or nominees, or may reduce the number&dtdrs on the
Board of Directors.

Nominees for Election to Term Expiring 2005

Thomas W. Adler , 61, has been a director of Highwoods since itelrpublic offering in June 1994. Mr. Adler
chairman of PSF Management Co. in Cleveland, QWroAdler has served as a member of the execubwvenaittee
and board of governors of the National AssociatibReal Estate Investment Trusts, and he was ratfesident in
1990 of the Society of Industrial and Office Reedtdvir. Adler formerly served on the board of dtgs of the
National Association of Realtors and the boardafegnors of the American Society of Real EstaterSelors. Mr.
Adler is currently active in the Urban Land Inst&@and in community activities in the Cleveland ropoblitan area.

Kay N. Callison, 58, 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. , 65, has been a director of Highwoods since A@86. Mr. Smith previously served as a
managing director of Merrill Lynch from 1983 to B3Mr. Smith is a member of the boards of directdr€ohen &
Steers Realty Shares, Cohen & Steers Quality Ind®eadty Fund, Cohen & Steers Special Equity Fund,, ICohen
& Steers Total Return Realty Fund, Cohen & Steegpsitly Income Fund, Cohen & Steers Institutional Bg8hares,
Inc., Cohen & Steers Advantage Income Realty Fimd, Essex Property Trust, Inc., Realty IncomepOoation and
Crest Net Lease, Inc.



John L. Turner , 55, has been vice chairman of the Board of Darsodf Highwoods since its combination with
Forsyth Partners in February 1995. Mr. Turner, wéived as chief investment officer of Highwoodsfrieebruary
1995 to December 2001, currently serves as an@duisreal estate investment matters to Highwooldgf executive
officer. Mr. Turner co-founded the predecessorafskth Partners in 1975 and served as its chaiohtre board of
directors and chief executive officer prior to joig Highwoods. Mr. Turner serves as Chairman oBbard of
Visitors of the University of North Carolina in Qb Hill and serves on the Board of Visitors of I@ary’s College ir
Raleigh. Mr. Turner is the managing partner of @akeHoldings LLC and a director and stockholdebetision
Point Marketing.

Nominee for Election to Term Expiring 2003

William E. Graham, Jr. , 72, has been a director of Highwoods since itmlrpublic 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 §hitiCompany and had previously served as its geoceuasel.
Mr. Graham is a former member of the board of decof Carolina Power & Light Company and formkeaicman o
the Raleigh board of directors of Bank of Americarfidration. He also serves on the board of trusieB8&T
Mutual Funds Group.

Incumbent Directors—Term Expiring 2003

Gene H. Anderson, 56, has been a director and senior vice presmfaidighwoods since its combination with
Anderson Properties, Inc. in February 1997. Mr. @msdn previously served as president of Andersopdrties, Inc.
since 1978. Mr. Anderson was past president o&&bergia chapter of the National Association of Istdial and
Office Properties and is a national board membéh@National Association of Industrial and Offieeoperties.

Ronald P. Gibson, 57, has been president, chief executive officeradirector of Highwoods since its first
election of officers in March 1994. Mr. Gibson isoainder of Highwoods’ predecessor and servedsasdnaging
partner since its formation in 1978. Mr. Gibsomisiember of the Society of Industrial and Officeles and is a
director of Capital Associated Industries.

O. Temple Soan, Jr., 63, is chairman of the Board of Directors, a posihe has held since March 1994. Mr.
Sloan is a founder of the predecessor of Highwoddshas been chairman and chief executive offic&emeral
Parts, Inc., a nationwide distributor of automoloédplacement parts, since its founding in 1961. $fman is a director
of Bank of America Corporation, Acktion Corporatiand Southern Equipment Company.

Incumbent Directors—Term Expiring 2004

Edward J. Fritsch, 43, has been a director of Highwoods since Jg@01. Mr. Fritsch has been executive vice
president, chief operating officer and secretaridighwoods since January 1998. Mr. Fritsch had lzeeice presider
and secretary of Highwoods since its initial puldlitering in June 1994. Mr. Fritsch joined Highwsad 1982 and
was a partner of its predecessor.



Lawrence S Kaplan, 59, has been a director of Highwoods since Nowrdb00. Mr. Kaplan is a certified puk
accountant and recently retired as a partner framste2 Young LLP where he was the national directthat firm’s
REIT Advisory Services group. Mr. Kaplan has sergadhe board of governors of the National Assommedf Real
Estate Investment Trusts and has been activelyviadan REIT legislative and regulatory matters der 20 years.
Mr. Kaplan is a director of Endeavor Real Estateufiges, a private REIT.

L. Glenn Orr, Jr., 61, 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 chairafdhe board of directors, president and chief akee officer of
Southern National Corporation from 1990 until itenger with Branch Banking & Trust in 1995. Mr. @sra member
of the boards of directors of General Parts, Milage Tavern, Inc., Broyhill Management Fund, .In€onover
Property Trust, Inc. and The Polymer Group. Mr. @aviously served as president and chief executifieer of
Forsyth Bank and Trust Co., president of CommuBayk in Greenville, S.C. and president of the N&@#rolina
Bankers Association. He is a trustee of Wake Fddestersity.

Committees of the Board of Directors; Meetings

The Board of Directors has established an auditneitt®e consisting of Messrs. Kaplan and Smith arsd M
Callison. The audit committee makes recommendationserning the engagement of independent pubticuattants,
reviews with the independent public accountantpthas and results of the audit engagement, appronvdessional
services provided by the independent public ac@nist reviews the independence of the independdxicp
accountants, considers the range of audit and ndit4@es and reviews the adequacy of Highwoods'iral
accounting controls. During 2001, the audit commaitheld four regular meetings and three conferealt®

The Board of Directors has established an execotwepensation committee to determine compensaion f
Highwoods’ executive officers and to implement Higiods’ Amended and Restated 1994 Stock Option (@then
“Stock Option Plan”) and 1999 Shareholder ValuenWPThe executive compensation committee consiskdesisrs.
Adler, Graham, Orr and Sloan. During 2001, the atiee compensation committee held four regular mgst

The Board of Directors has established an investie@mmmittee consisting of Messrs. Adler, Anderggiison,
Sloan and Turner. The investment committee oveltbeeacquisition, new development and asset dispogrocess.
The investment committee generally meets bi-wetkigview new opportunities and to make formal
recommendations to the Board of Directors concersirch opportunities.

The Board of Directors has established a specrahaittee consisting of Messrs. Orr, Graham and Sniitle
special committee meets on call to review stratatjgrnatives that may be available to Highwoode $pecial
committee held no meetings during 2001.



The Board of Directors has established an execatiwemittee consisting of Messrs. Adler, Gibson,, Gtoan,
Anderson and Turner. The executive committee nwetsall by the chairman of the Board of Directousing the
intervals between meetings of the full Board ofedtors and may exercise all of the powers of thar@of Directors,
subject to the limitations imposed by applicable,lthe bylaws or the Board of Directors.

The Board of Directors held five meetings in 2001.
Compensation of Directors

Highwoods pays directors who are not employeesigiioods fees for their services as directors. mpu#001,
non-employee directors received annual compensafi820,000 plus a fee of $1,250 (plus out-of-poekeenses)
for attendance in person at each meeting of theBalaDirectors, $500 for each committee meetingrated and $2¢
or $400 for each telephone meeting of the Boardi#ctors or a committee. In addition, non-emplog&ectors on
the investment committee each received an additeomaual retainer of $30,000 and $1,000 per dayfoperty visits
in 2001. Upon becoming a director of Highwoods hetaon-employee director received options to puretifs000
shares of common stock at an exercise price equbétfair market value on the date of grant. iéamployee directol
may elect to defer a portion of their retainer amekting fees for investment in stock options otsuaf phantom stock
under the Stock Option Plan. At the end of eacbrmdr quarter, any director that elects to defes fie such a manner
is credited with stock options or units of phantsiock at a 15% discount. Officers of Highwoods vahe directors a
not paid any director fees.



Executive Compensation

The following table sets forth information concexithe compensation of the Chief Executive Offened our
four other most highly compensated executive offi¢ghe “Named Executive Officers”) for the yeaded December
31, 2001:

Summary Compensation Table

Annual Compensation Long-Term Compensation
Other Restricted Securities

Annual Stock Underlying All Other

Name and Principal Position Year Salary Bonus(1) Compensation(2) Awards(3) Options(#)(4) Compensation(5)
Ronald P. Gibso 2001 $378,09¢ $211,000 $ 23,45( $ 450,77 180,37€ $7,875
President and CE! 200C $363,12! $432,69. $ 6,261 $ 202,14: 248,701 $6,167
199¢  $350,00( $157,17¢ — — 220,845 $4,794
Edward J. Fritscl 2001 $306,82¢ $151,00( — $ 223,21: 89,31€ $7,875
Executive Vice 200C $294,65( $320,52° — $ 119,29¢ 115,31¢€ $6,665
President, CO( 199¢  $284,000 $112,53« — — 102,40C $4,800

and Secretar

John L. Turne 2001 $275,24( $136,00( $ 13,95¢ $ 200,17( 80,096 $7,875
Past Chief Investme! 200C $264,56! $287,79 % 4,57¢ $ 107,11. 103,541 $6,972
Officer 199¢  $255,00( $101,04: — — 91,944 $4,800
Carman J. Liuzz 2001 $237,57° $117,00( — $ 172,80t 69,148 $7,875
Vice President, CF( 2000 $228,25( $248,29¢ — $ 92,40: 89,329 $6,938
and Treasure 199¢  $220,000 $ 87,17: — — 79,324 $4,800
Mack D. Pridgen llI 2001 $212,29¢ $105,000 $ 16,50 $ 154,43t 61,801 $7,875
Vice President an 200C $203,87( $221,77: % 3,651 $ 82,53 79,787 $7,013
General Counst¢ 199¢  $196,000 $ 77,86! — — 70,851 $4,800

(1) Includes amounts earned in the indicated periooviieee paid in the following ye:

(2) In September 2000, the executive compensation ctigergstablished a deferred compensation plan g@uirso which various executive
officers could elect to defer a portion of the c@mgation that would otherwise be paid to the exeeuifficer for investment in units of
phantom stock under the Stock Option Plan. At tiee@f each calendar quarter, each executive officrelects to defer compensatior
such a manner is credited with units of phantorokstd a 15% discount. Amounts shown in the tabttuihe the implied dollar value of
the 15% discount on the respective grant datemyfof these officers leaves Highwoods’ employdioy reason (other than death,
disability, normal retirement or voluntary termiiwat by Highwoods) within two years after the endtaf year in which such officer has
deferred compensation, such officer will incur agléy.

(3) Represents the dollar value of restricted stockrdsvealculated by multiplying the closing markdtprof Highwoods common stock on
the date of grant by the number of shares of rettistock awarded. This valuation does not taleedncount 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 awatdh@same rate and on the same date as
on shares of Highwoods common stock. “Restricted Stock Holdin¢”

(4) Options include incentive stock options and nonijedl stock options. Options have varying vestingedules of no less than four years
beginning with the date of grant. Amounts shownude options granted during the indicated periothwespect to the prior year's
performance

(5) Consists of amounts contributed by Highwoods utitetSalary Deferral and Profit Sharing P
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Restricted Stock Holdings

The total restricted stock holdings and their faarket value based on the per share closing pfi$2®m95 as of
December 31, 2001 are set forth below. The valoesad reflect diminution of value attributable tetrestrictions
applicable to the shares of restricted stock. Athe shares of restricted stock vest 50% on tind #nniversary and
50% on the fifth anniversary of the date of grédvidends are paid on all restricted stock, whethremot vested, at
the same rate and on the same date as on shateghwfoods common stock.

Total Shares of Value at
Name Restricted Stock December 31, 2001
Ronald P. Gibson (1 38,842 $1,007,95(
Edward J. Fritsch (2 19,066 $ 494,767
John L. Turner (3 19,437 $ 504,39(
Carman J. Liuzzo (¢ 18,915 $ 490,84«
Mack D. Pridgen Il (5 14,906 $ 386,811

(1) Includes 18,038 shares of restricted stock graotellarch 1, 2001 for services performed in 2
(2) Includes 8,932 shares of restricted stock grantellarch 1, 2001 for services performed in 2
(3) Includes 8,010 shares of restricted stock grantellarch 1, 2001 for services performed in 2
(4) Includes 6,915 shares of restricted stock grantellarch 1, 2001 for services performed in 2

(5) Includes 6,180 shares of restricted stock grantellarch 1, 2001 for services performed in 2001 27@3 shares of restricted stock
granted on November 14, 2001 in exchange for theeattation of 100,000 options to purchase share®ofmon stock granted prior to
2001.

The following table sets forth information with pest to options granted in 2001 to the Named Exesut
Officers:

Option Grants in 2001

Potential Realizable
Annual Rates of Stock
Price Appreciation for

Percent of
Total

Number of Options A
Sltjecurities Gran;ed to Exercise Option Term (2)
Underlying Options Employees Price Per

Name 1) in 2001 Share Expiration Date 5% 10%
Ronald P. Gibso 180,37¢ 24% $24.99 March 1, 2011 $2,943,70:  $7,633,08
Edward J. Fritscl 89,31¢ 12% $24.99 March 1, 2011 $1,457,621 $3,779,64
John L. Turne 80,09¢ 11% $24.99 March 1, 2011 $1,307,15:  $3,389,47
Carman J. Liuzz 69,14¢ 9% $24.99 March 1, 2011 $1,128,48: $2,926,17
Mack D. Pridgen llI 61,80: 8% $24.99 March 1, 2011 $1,008,581 $2,615,27

(1) Options granted in 2001 were based on 2000 perfeesmaDptions granted in 2001 generally vest oveuayear period beginning with
the date of gran

(2) Realizable values have been reduced by the peg sipéion exercise price that each optionee willdzpiired to pay to Highwoods in
order to exercise the optior



The following table sets forth information with pest to options held by the Named Executive Offices of
December 31, 2001:

2001 Year-End Option Values

Number of Securities Value of Unexercised In-
Underlying Options at 2001 the-Money Options at 2001
Year-End (1) Year-End (2)(3)
Name Exercisable Unexercisable Exercisable Unexercisable
Ronald P. Gibso 232,59 477,324 $940,384 $1,569,93¢
Edward J. Fritscl 100,02¢ 227,003 $393,72¢ $733,39:
John L. Turne 116,85 203,724 $543,07¢€ $658,41(
Carman J. Liuzz 96,99 175,807 $390,564 $568,18:
Mack D. Pridgen llI 55,37: 157,067 $238,17C $507,43¢

(1) Options include incentive stock options and nonidjedl stock options. Options have varying vestingedules of no less than four years
beginning with the date of grai
(2) Based on a closing price of $25.95 per share ofiltomstock on December 31, 2C

(3) Up to one-third of the nonqualified stock optiomarged to the Named Executive Officers in 1997 veermompanied by a dividend
equivalent right (a “DER”) pursuant to the 1997fBenance Award Plan. If the total return on a shefreommon stock exceeds certain
thresholds during the five-year vesting period agdt002, the exercise price of such a stock optitirbe reduced by an amount equal to
the sum of all dividends and other distributionsttire made with respect to such a share duringdtied beginning on the date of grant
and ending upon exercise of such stock option. &fbes, the exercise price per share of nonqualgtedk options accompanied by DERs
may be lower upon exercise, and the potentialzablée value of such options may be higher uponcisesrthan the amounts set forth in
the table

Employment Contracts

Change of Control . Highwoods has entered into a change in contmotract with each of Messrs. Gibson,
Fritsch, Turner, Liuzzo and Pridgen. The contrgetserally provide that if within 24 months from tikagte of a chanc
in control (as defined below) the employment of élxecutive officer is terminated without causeluding a
voluntary termination because their responsibgiaee changed, their salaries are reduced orrdsponsibilities are
diminished or of a voluntary termination for angsen in months 13, 14 or 15 following the changeauitrol, such
executive officer will be entitled to receive 2.8®es a base amount. An executvbase amount for these purpose
equal to 12 times the highest monthly salary paithé executive during the twelve-month period egdgirior to the
change of control plus the greater of (1) the ayemnnual bonus for the preceding three years)@héast annual
bonus paid or payable to the executive. Additigndhe Stock Option Plan, the phantom stock pla@ 1997
Performance Award Program and the 1999 Sharehwlaee Plan provide for the immediate vesting ofogitions an
benefits upon a change of control. The executivaldvalso receive a lump sum cash payment equastated
multiple of the value of all of the executive’s ueecised stock options. The multiple is three tifoedvir. Gibson,
two times for Messrs. Fritsch, Turner and Liuzzd ane time for Mr. Pridgen. The contracts for Mes§ibson,
Fritsch, Liuzzo and Pridgen are effective until faB1, 2004, and are automatically extended foramttitional year
commencing each March 31 thereafter. The contcad¥if. Turner expires on August 31, 2002.
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For purposes of the contracts described in thegdiag paragraph, “change in contrgénerally means any of 1
following events:

* the acquisition by a third party of 20% or mordtled thel-outstanding common stock of Highwoc

* 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 eggson to constitute a majority of the Board ofebiors;

* approval by Highwoods’ stockholders of a reorgatmirg merger or consolidation in which Highwoods &t
the surviving entity; o

* approval by Highwoods’ stockholders of a complejaitiation or dissolution of Highwoods or the sate
other disposition of all or substantially all oetassets of Highwood

John L. Turner . Mr. Turner, who served as Highwoods’ chiefastment officer from February 1995 through
December 2001, currently serves as an advisorarestate investment matters to Highwoatdsef executive officel
Mr. Turner has entered into a one-year employmgrgeanent pursuant to which Highwoods will pay himiaimum
annual base salary of $120,000. The minimum arivase salary may be increased by the Board of DirgcThe
employment agreement includes provisions restgadtin. Turner from competing with Highwoods durirget
employment period and, except in certain circuntanfor a limited period of time after terminatioinsuch period.

Executive Compensation Committee Interlocks and Irider Participation

The executive compensation committee consists &skée Adler, Graham, Orr and Sloan. None of the begm
of the executive compensation committee is an eyggl@f Highwoods. Mr. Sloan is a former officertioé
predecessor of Highwoods.

Executive Compensation Committee Report

The executive compensation committee makes recomatiens to the Board of Directors regarding
compensation and benefit policies and practicesrarehtive arrangements for executive officers keylmanagerial
employees of Highwoods. It directs the administrabf the Stock Option Plan and other managemeeniive
compensation plans of Highwoods. The executive @rmsgtion committee’compensation policies are designed t
attract and retain key individuals critical to gwccess of Highwoods, (b) motivate and reward sudiriduals based
on corporate, business unit and individual perforogsand (c) align executives’ and stockholdergriesgts through
equity-based incentives. During 2001, the executorapensation committee met four times and set eosgtion
levels in compliance with the executive compensapimgram adopted in 1999, which was based upansixte inpu
from and the recommendation of William M. Mercercdrporated, an independent compensation constitmg

9



Compensation for executives is based generallyeridllowing principles:

* variable compensation should comprise a signifipant of an executive’s compensation with the petage
at-risk increasing at increased levels of responsih

* employee stock ownership aligns the interests gfleyees and stockholde

* compensation must be competitive with that offdsgdompanies that compete with Highwoods for exee
talent; anc

» (differences in executive compensation within Higld® should reflect differing levels of responstgitaind
performance

A key determinant of overall levels of compensatiemains the pay practices of public equity RERa have
revenues comparable to Highwoods. This peer gragpclosen by Highwoods’ independent compensatidn an
benefit consultants. Overall compensation is ingehi be at, above or below competitive levels ddpe upon the
performance of Highwoods relative to its targetedgrmance and the performance of its peer group.

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

Annual Compensation . Executive salaries other than that of the OBiecutive Officer are recommended to
the executive compensation committee by the Chiethtive Officer and are designed to be competitnth the pee
group companies described above. Changes in biaseesare based on the peer group’s practicehitigds’
performance, the individual's performance, expergeand responsibility and increases in cost ofgundices. Base
salaries are reviewed for adjustment annually. Chief Executive Offices base salary is established by the exec
compensation committee.

Highwoods’executive officers participate in an annual caglemive bonus program whereby they are eligibl
cash bonuses based on a percentage of their dmemebkalary as of the prior December. In addibbaconsidering the
pay practices of Highwoods’ peer group in deterngreach executive’bonus percentage, the executive compens
committee also considers the executive’s abilitinfnence overall performance of Highwoods. Assugriargeted
levels of Highwoods’ performance, an executsviebnus percentage ranges from 40% to 85% of ladesey slependin
on position in Highwoods. The eligible bonus petage for each executive is determined by a weigatedage
(which varies from executive to executive dependipgn the particular relevance of each measurkljgifwoods’
performance versus its annual plan using the follguneasures:

* return on invested capit
e growth in funds from operation“FFC”) per share¢

* property level cash flow as a percentage of Highdg' annual plar
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* general and administrative expenses as a perceoitageenue; ar
e growth in“same stol” net operating incom

To the extent this weighted average is less thaxoeeds Highwoods’ targeted performance levelbtms
percentage paid is proportionally reduced or ireedaDepending on Highwoods’ performance, annuaritive
bonuses could range from zero to 200% of an exexattarget level bonus. For 2001, bonuses foNamed
Executive Officers ranged from 50% to 56% of thigcefs’ current base salary.

In September 2000, the executive compensation ctigarestablished a deferred compensation plan guotrsol
which each executive officer could elect to defeoaion of his compensation for investment in siit phantom
stock under the Stock Option Plan. The maximum arhany executive officer can elect to defer forastment in
units of phantom stock in any year is 25% eachi®floss base salary and annual incentive bonuhefdnd of each
calendar quarter, any executive officer that elaxtdefer compensation in such a manner is cregitédunits of
phantom stock at a 15% discount. If an officer tie elected to defer compensation under thislptares
Highwoods’ employ voluntarily or for cause withiva years after the end of the year in which sudic@fhas
deferred compensation for units of phantom stog&hofficer will incur a penalty based on the vatdiesuch officer’s
phantom stock account attributable to the unitaimed within such period. Payouts will generallyrbade five years
after the end of the calendar year in which urfiggh@antom stock were credited.

Long-Term Incentives. In addition to the cash bonus, and as an theeto retain executive officers,
Highwoods’ long-term incentive plan for officersoprdes for annual grants of stock options and iestt stock under
the Stock Option Plan and other awards under tB8 Bhareholder Value Plan. For 2001, the mix ofrde/aaried by
position in Highwoods. The stock options vest rgtalver four years. The shares of restricted staet 50% after
three years and 50% after five years.

The 1999 Shareholder Value Plan rewards the execatficers of Highwoods when the total shareholdé¢urns
measured by increases in the market value of Higllw@ommon shares plus the dividends on thoseshaceeds a
comparable index of Highwoods’ peers over a threg-yeriod. A payout for this program, which carnrbeash or
other consideration, is determined by Highwoodsteet change in shareholder return compared todhgosite
index of its peer group. If Highwoodpérformance is not at least 100% of the peer gnodgx, no payout is made.
the extent performance exceeds the peer groupaywut increases. A new three-year plan cycle lsegaich year
under this program.

Section 162(m) of the Internal Revenue Code gelyattahies a deduction for compensation in exces of
million paid to certain executive officers, unlesstain performance, disclosure and stockholdercyap requirement
are met. Option grants and certain other awardsmh@ Stock Option Plan and the 1999 Sharehold&ré/Plan are
intended to qualify as “performance-based” compimsanot subject to Section 162(m)
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deduction limitation. The executive compensatiomguttee believes that a substantial portion of cengation
awarded under Highwoods’ compensation program wbaldxempted from the $1 million deduction limibati The
executive compensation committee’s intention igualify, to the extent reasonable, a substantiglgoof each
executive officer's compensation for deductibililgder applicable tax laws.

Chief Executive Officer Compensation .  The salary and long-term incentive awards @hiioods’ Chief
Executive Officer, Ronald P. Gibson, are determisgaistantially in conformity with the policies dabed above for
all other executive officers of Highwoods. During04, Mr. Gibson earned $378,096 in base salany$add,000 in
cash incentive compensation. In addition, Mr. Gibg@s granted long-term incentive compensationisting of
shares of restricted stock valued at $450,770 em#te of grant, which vest 50% on the third amsasy and 50% on
the fifth anniversary of the date of grant, and,B386 stock options. Mr. Gibson is also eligiblgtuticipate in the
1999 Shareholder Value Plan.

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

The audit committee consists entirely of non-eme®girectors that are independent, as definedatidds
303.01(B)(2)(a) and (3) of the New York Stock Exope Listing Standards. Each of the members of tlé a
committee is financially literate, and at least omember has accounting or related financial managéeexpertise.
The Board of Directors has adopted a written chéotethe audit committee, a copy of which appeasdppendix A
to the Highwoods’ 2001 proxy statement.

Purpose and Function of the Audit Committee. The audit committee oversees the financiabntapg process
on behalf of the Board of Directors. Managementthagrimary responsibility for the financial staents and the
reporting process including the systems of intecoalrols. In fulfilling its oversight responsitiigs, 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 statemse

The audit committee reviewed with the independenitars, who are responsible for expressing aniopian the
conformity of those audited financial statementghwienerally accepted accounting principles, thueigments as to
the quality, not just the acceptability, of Highvasd accounting principles and such other matterasequired to be
discussed with the audit committee under geneaaibepted auditing standards. In addition, the atmittee has
discussed with the independent auditors the awdittdependence from management and Highwoodsu@imgd the
matters in the written disclosures required byltiteependence Standards Board) and considered tgatibility of
non-audit services with the auditors’ independence.
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The audit committee discussed with Highwoods’ iméand independent auditors the overall scopeptans for
their respective audits. The audit committee mets the internal and independent auditors, witt esthout
management present, to discuss the overall qualilighwoods’ financial reporting. The audit comteé held four
regular meetings and three conference calls d20@J.

Recommendations of the Audit Committee. In reliance on the reviews and discussiorarrefl to above, the
audit committee recommended to the Board of Dimscfand the Board has approved) that the audibechéial
statements be included in the Annual Report on FibrK for the year ended December 31, 2001 fandikvith the
SEC. The audit committee and the Board have atsmmeended, subject to stockholder ratification,dbkection of
Highwoods’ independent auditors.

Audit Committee
Lawrence S. Kapla Willard H. Smith Jr. Kay N. Callisor
VOTING SECURITIES AND PRINCIPAL STOCKHOLDERS

The following table sets forth the beneficial owstep of shares of common stock as of December @11 for
each person or group known to Highwoods to be hgldiore than 5% of the common stock and for eadtidir and
Named Executive Officer and the directors and etteewfficers of Highwoods as a group. The numidestares
shown represents the number of shares of commok 8te person “beneficially owns,” as determinedhsyrules of
the SEC, including the number of shares that magsed upon redemption of common partnershipestsr
(“Common Units”) in Highwoods Realty Limited PartsRip (the “Operating PartnershipThe Operating Partnerst
is controlled by Highwoods as its sole generalmmrtThe Operating Partnership is obligated toesdeach Comma
Unit at the request of the holder thereof for thshcvalue of one share of common stock or, at Higlis’ option, one
share of common stock.

Percent

Number of Shares of All
Name of Beneficial Owner Beneficially Owned Shares (1)
O. Temple Sloan, Jr. (: 532,12¢ 1.C%
Ronald P. Gibson (¢ 584,49: 1.1%
Gene H. Anderson (¢ 862,61: 1.€%
Edward J. Fritsch (& 231,42! *
Carman J. Liuzzo (€ 184,59( *
Mack D. Pridgen Il (7 126,97¢ *
John L. Turner (8 635,14! 1.2%
Thomas W. Adler (9 72,91« *
Kay N. Callison (10 592,00: 1.1%
William E. Graham, Jr. (11 40,26¢ *
Lawrence S. Kaplan (1. 4,50( *
L. Glenn Orr, Jr. (13 24,16( *
Willard H. Smith Jr. (14 30,50( *
European Investors Inc. (1 3,079,51. 5.8%
All executive officers and directors as a group ff&8sons 4,096,04. 7.2%

*  Less than 1¢
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(1) The total number of shares outstanding used irutzlog this percentage assumes that none of then@m Units, stock options or
warrants held by other persons are exchanged &estof common stoc

(2) Number of shares beneficially owned includes 169 &tares currently issuable upon exercise of optiol 261,635 shares issue
upon redemption of Common Uni

(3) Number of shares beneficially owned includes 396 givares currently issuable upon exercise of optiol 68,155 shares issua
upon redemption of Common Uni

(4) Number of shares beneficially owned includes 50 &®ares currently issuable upon exercise of opamas785,326 shares issua
upon redemption of Common Uni

(5) Number of shares beneficially owned includes 176 st&ares currently issuable upon exercise of optio 10,144 shares issua
upon redemption of Common Uni

(6) Number of shares beneficially owned includes 156 gares currently issuable upon exercise of op.

(7) Number of shares beneficially owned includes 108 gl@ares currently issuable upon exercise of op

(8) Number of shares beneficially owned includes 185 sttares currently issuable upon exercise of opti®h,000 shares issuable uj
exercise of warrants and 381,000 shares issuable ngglemption of Common Unit
(9) Number of shares beneficially owned includes 58 &¥&es currently issuable upon exercise of op

(10) Number of shares beneficially owned includes 13 &itdres currently issuable upon exercise of op
(11) Number of shares beneficially owned includes 37 &#3res currently issuable upon exercise of op
(12) Number of shares beneficially owned includes 3 §lres currently issuable upon exercise of op!

(13) Number of shares beneficially owned includes 23 fitdres currently issuable upon exercise of op
(14) Number of shares beneficially owned includes 27 §ltfres currently issuable upon exercise of op

(15) European Investors Inc. is located at 717 Fifthues New York, New York 10022. Information obtairfeaim Schedule 13G filed
with the SEC

RELATED PARTY TRANSACTIONS

On July 16, 1999, Highwoods purchased developnagrat &nd an option to acquire other developmentilatioe
Bluegrass Valley office development project fromBAInc., a corporation controlled by Mr. Anderséor,
approximately $4.6 million in Common Units. Theioptis exercisable at predetermined prices frone timtime ove
the next several years. Mr. Anderson is a sena® president and director of Highwoods. Highwooelseles that the
purchase price did not exceed market value.
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PROPOSAL TWO:
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Board of Directors, upon the recommendatiothefaudit committee, has appointed the accountingdf
Ernst & Young LLP to serve as independent audibdtdighwoods for the 2002 fiscal year, subjectdbfication of
this appointment by the stockholders of Highwodttsist & Young LLP has served as independent awgldbr
Highwoods since its commencement of operationssandnsidered by management of Highwoods to be well
gualified. Highwoods has been advised by that tmat neither it nor any member thereof has anynfire interest,
direct or indirect, in Highwoods or any of its sidigries in any capacity.

Fees for the 2001 audit paid to Ernst & Young LL&&v$352,000. All other fees were $107,567, incigdiudit-
related services of $73,486 and non-audit seno€&84,081. Auditrelated services generally include 401(k) and |
venture audits, business acquisitions and dispositiaccounting consultations and SEC filings.

Representatives of Ernst & Young LLP will be prdssithe 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 tbhpgmal to ratify the appointment of Ernst & YoungH.as
independent auditors of Highwoods for the 20024liyear.

OTHER MATTERS

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

The following stock price performance graph compategghwoodsperformance to the S&P 500 and the inde
equity REITs prepared by National Association odRestate Investment Trusts (“NAREIT”). The stocicp
performance graph assumes an investment of $18@mvoods and the two indices on December 31, E8@b
further assumes the reinvestment of all divideBdglity REITs are defined as those that derive rtiwaia 75% of the!
income from equity investments in real estate as3d¢te NAREIT equity index includes all tax-quadi REITs listed
on the New York Stock Exchange, the American Stexthange or the NASDAQ National Market System. Btoc

price performance is not necessarily indicativéutiire results.
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12/31/96 12131197 12/31/98 12/31/99 12/31/00 12/31/01

| == Highwoods Properties, Inc. _4— S&PS00 —§— NAREIT Al Equity REIT ingex |
Period Ending
Index 12/31/96 12/31/97 12/31/98 12/31/99 12/31/00  12/31/0!
Highwoods Properties, In 100.0( 116.97 86.6( 87.01 100.8¢ 115.3:
S&P 500 100.0( 133.3: 171.4¢ 207.5: 188.6: 166.2:
NAREIT All Equity REIT Index 100.0( 120.2¢ 99.21 94.6:% 119.5¢ 136.2¢

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@ommon stock. To Highwoods’ knowledge, baseélgain the
information furnished to Highwoods and written regentations that no other reports were requiréduah filing
requirements were complied with during 2002, extlegt one transaction by Mr. Fritsch was reporéee. |
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STOCKHOLDER PROPOSALS FOR 2003 ANNUAL MEETING

Proposals of stockholders to be presented at 68 @0nual meeting of stockholders must be recdyeitie
secretary of Highwoods prior to November 29, 2aDBd considered for inclusion in the 2003 proxyemnat. If a
stockholder wishes to present a proposal at th8 26aual meeting, whether or not the proposaltenohed to be
included in the 2003 proxy material, the bylawsuieg|that the stockholder give advance writteng®oto the secreta
of Highwoods not less than 60 nor more than 90 gaips to the anniversary of the 2002 annual meetiha
stockholder is permitted to present a proposdi@P003 annual meeting but the proposal was nbtdad in the 200
proxy material, Highwoods believes that its proxjyder would have the discretionary authority grdrtg the proxy
card (and as permitted under SEC rules) to votth@mproposal if the proposal was received afterdaaly 12, 2003,
which is 45 calendar days prior to the anniversdimhe mailing of this proxy statement.

COSTS OF PROXY SOLICITATION

The cost of preparing, assembling and mailing tlogymaterial will be borne by Highwoods. Highwoosl#l
also request persons, firms and corporations hglslrares in their names or in the names of themmees, which
shares are beneficially owned by others, to seagtbxy material to, and to obtain proxies frongrsbeneficial
owners and will reimburse such holder for theismrable expenses in doing so.

Highwoods has retained Automated Data Processnegahd First Union National Bank to assist inphecess ¢
identifying and contacting stockholders for thegmse of soliciting proxies. The entire expensengfaging the
services of such consultants to assist in proxigisation is projected to be $6,000.

BY ORDER OF THE BOARD OF DIRECTORS

O. TEMPLE SLOAN, JR
Chairman of the Board of Directors

March 29, 2002
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VOTE BY INTERNET - wwow proxyvobe. com

Uss ihe Inbarmel o trmnsmil your vobng mmalruclons
and fot alectronic delk of Information up until 11:59
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HIGHW 0005 PROPERTIES. INC.
PROXY S SOLICITED ON BEHALF OF THE BOARD OF IHRECTORS FOR THE ANNUAL
MEETING OF STOCKHOLDERS TO BE HELD ON MAY 20, 2002

Tha undarsigned hareby (a) acknosiedges mceipd ol 1he Molice ol Annual Masling of Stockhokiars of Highwooils Propertas,
Inc. tha "Compary®) 1o be held on May 20, 2002, and the Proxy Statemant in conneclion tharewith: (b) sppoirts Aonakd P
Girson as Prowy (ihe "Proxy®) with the: power i appoint & substiss; and {c} suthonizes tha Proxy to represant and vole, as
designated on tha reversa. all shares of Comman Slock of tha Company, held of record by the undersigned on March 21, 2002,
at sach Annual Meating and al any adoumnment{s) themacl,

Plasa mark, date and sign this proxy and mium promptly in the enciosed anvelope 50 &8 o onsum & quonim af the maeating

This ks imporiant whather you own few or many shars. Delay in rebuming your proey may subject the Company to addilional
BEpangs,
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