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A D P E A T I E B

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 15, 2012

You are cordially invited to attend the annual nmegbdf stockholders of Highwoods Properties, Int.Taiesday,
May 15, 2012, at 11:00 a.m., on th&foor of our corporate headquarters building lodaae3100 Smoketree Court,
Raleigh, North Carolina 27604. The principal pugmef this meeting are to elect eight directorsfyréhe
appointment of Deloitte & Touche LLP as our indegemt registered public accounting firm for 2012tevon an
advisory proposal regarding executive compensatmuhtransact such other business as may properlg before the
meeting or any adjournments, assuming the presgfrecguorum. Only stockholders of record at theselof business
on March 1, 2012 will be entitled to vote at theetirdg and any adjournments or postponements.

On April 5, 2012, we expect to mail our stockho&larNotice of Internet Availability of Proxy Matals
containing instructions on how to access our pmogferials, including our 2011 annual report, ang kmvote online

Whether or not you plan to attend the meeting, your vote is very important, and we encourage you to vote
promptly. You may vote via a toll-free telephone number or online. If you received a paper copy of the proxy card by
mail, you may sign, date and mail the proxy card in the envelope provided. I nstructions regarding all three methods
offered for voting will be contained in the proxy card or Notice of I nternet Availability of Proxy Materials. If you
execute a proxy by telephone, online or by mailing in a proxy card, but later decide to attend the meeting in person,
or for any other reason desireto revoke your proxy, you may do so at any time before your proxy is voted.

BY ORDER OF THE BOARD OF DIRECTORS

L

JEFFREY D. MILLER
Vice President, General Counsel and Secretary
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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 15, 2012

This proxy statement is being furnished to stoctbrd of Highwoods Properties, Inc. in connectiothwhe
solicitation of proxies for use at our annual magof stockholders on Tuesday, May 15, 2012, &2@ &:m., on the 2
"floor of our corporate headquarters building lodaae3100 Smoketree Court, Raleigh, North Cardtin@04. The
purposes of the meeting are set forth in the naticaeeting. This solicitation is made on behalbaf board of
directors.

Holders of record of shares of our common stoofdle close of business on the record date, Mar@012, are
entitled to vote at the meeting. The outstandingroon stock constitutes the only class of securérégled to vote at
the meeting and each share of common stock ertfitiesolder to one vote. At the close of businesthe record dat:
there were 72,962,936 shares of common stock issugadutstanding.

On April 5, 2012, we expect to mail our stockho&larNotice of Internet Availability of Proxy Matats, which
will indicate how to access our proxy materialsimglin connection with the solicitation of proxieg our board for
use at the meeting and any adjournments or postpems. On the date of mailing, we will make ourxyretatement
and 2011 annual report publicly available onlinecading to the instructions provided in the Notifdnternet
Availability of Proxy Materials.

If you received a Notice of Internet Availability Broxy Materials by mail, you will not receive armged copy of
the proxy materials except upon request. Instéednotice will instruct you how to access and renilee proxy
materials online. The notice will also instruct yasito how you may submit your proxy online or &gphone. If you
would like to receive a printed copy of our proxgterials, you should follow the instructions foquesting such
materials included in the notice.

The presence, in person or by proxy, of holdeat ¢dast a majority of the total number of shafesoonmon stocl
entitled to vote is necessary to constitute a qudiar the transaction of business at the annuatinggeAbstentions
and broker norvotes will count toward the presence of a quorurap®sal One requires the vote of a plurality ofoa
the votes cast at the meeting. Proposals Two aneeTiequire the affirmative vote of a majority loétvotes cast on
each proposal. With respect to all proposals, akistes and broker nometes will not be counted as votes cast and
have no effect on the result of the vote. As ansaaty vote, Proposal Three is not binding uponHmswever, our
compensation and governance committee, which poresble for designing and administering our exigeut
compensation program, will consider the outcominefvote on Proposal Three when making future comsgieon
decisions for Named Executive Officers.

Brokerage firms and nominees are not allowed by EYi8es to vote shares held in their clients' aot®on
uncontested elections of directors unless clieat® provided voting instructions. If you want y@inares voted on
your behalf with respect to the election of diresfyou must provide voting instructions. Voting matters presented
at stockholder meetings, particularly the electébdirectors, is the primary method for stockhofter influence the
direction taken by a publicly-traded company.




Please vote by telephone or online as indicatedarNotice of Internet Availability of Proxy Mateis.
Alternatively, you may complete, sign, date andmethe proxy card available online or in the acpanying proxy
materials. If you hold your shares through a bémnéker or other nominee, they will provide sepaxateéng
instructions. Shares of common stock representedfopperly executed proxy received prior to thee\ai the
meeting and not revoked will be voted at the meetis directed on the proxy. Where no specificasanade on a
properly executed form of proxy, the shares wilvbged FOR the election of all nominees for direckOR the
proposal to ratify the appointment of Deloitte &ulbte LLP as our independent registered public adawoy firm for
2012, FOR the advisory vote on executive compemsatind FOR authorization of the proxy to vote upoch other
business as may properly come before the meetitiguay adjournments or postponements.

PROPOSAL ONE:

ELECTION OF DIRECTORS

The board currently consists of eight members.t€has of office for all of our directors will exgirat this
meeting. Messrs. Adler, Anderson, Fritsch, Harfadlilhern, Orr and Sloan and Ms. Kellett have beeminated as
directors to hold office until the 2013 annual nregiof stockholders and until their successorseteeted and
qualified. The board recommends a vote FOR eatiheohominees as directors to hold office untilelpiration of th:
term for which they have been nominated and umgilrtsuccessors are elected and qualified. Shawyleae or more
of these nominees become unable to serve for @spne the board may designate substitute nomimeesiich event
the person named in the enclosed proxy will votetie election of such substitute nominee or noesner reduce tr
number of directors on the board.

Nominees for Election to Term Expiring 2013

Thomas W. Adler, 71, has been a director since June 1994. Mr. Adleh&rman of Playhouse Square Real Estate
Services in Cleveland, Ohio. Mr. Adler formerlywsed on the board of directors of the National Asstoan of
Realtors and the boards of governors of the Amer&aciety of Real Estate Counselors and NAREIT.Adller is a
trustee of Cleveland State University, past natipnasident of the Society of Industrial and OffRealtors, was
actively involved in the Urban Land Institute amhges on several non-profit boards in the Cleveked. Mr. Adler
is not a director of any other publicly-traded camp. The board recommends a vote FOR Mr. Adlerrghie
expertise in underwriting, buying, selling and ieggeal estate assets, his background as a edrtiial estate broker
and the depth of his contacts throughout the rake industry.

Gene H. Anderson, 66, has been a director since our combination #ttierson Properties, Inc. in February 1997
and served as regional manager for our AtlantaTaiadl operations until his retirement in June 2088.is currently
managing principal of G.H. Anderson & Company, i&gte investment firm. Mr. Anderson was presideriodersor
Properties, Inc. from 1978 to February 1997. Mrdérson is a past president of the Georgia chapteed\ational
Association of Industrial and Office Properties @d past national board member of the Nationabgmtion of
Industrial and Office Properties. Mr. Anderson ag a director of any other publicly-traded compahlye board
recommends a vote FOR Mr. Anderson given hidapth experience in acquiring, developing and dpeyaeal estat
assets, knowledge of our operations resulting fseming as an executive officer of our companyniore than 10
years and breadth of his contacts throughout thieesgate industry.

Edward J. Fritsch, 53, has been a director since January 2001. Mr. Friteclame our chief executive officer in
July 2004 and our president in December 2003. Rwithiat, Mr. Fritsch was our chief operating
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officer from January 1998 to July 2004 and wasce yiresident and secretary from June 1994 to Jpi9&a8. Mr.
Fritsch joined our predecessor company in 1982neasla partner of that entity at the time of outiahipublic offering
in June 1994. Mr. Fritsch is a director of one othéblicly-traded company, National Retail Propestia retail REIT.
Mr. Fritsch also serves as a member of the NAREArd of governors and its executive committee ctibreand
immediate past president of the YMCA of the Trianglirector and member of the audit committee gfiaa
Associated Industries, Inc., a nonprofit employassociation, and a member of Wells Fargo Bankigaleregion
advisory board. Mr. Fritsch is also a member oflibards of the University of North Carolina at Cladill
Foundation, the University of North Carolina Kerfdiagler Business School and the Ravenscroft Samwbis past
chair of the University of North Carolina boardwiditors. The board recommends a vote FOR Mr. ¢éhitgven his
strategic leadership skills, his experience in aowg developing, selling and operating real estsets and his role
as our chief executive officer.

David J. Hartzell , Ph.D. , 56, has been a director since February 2009 antzell is a Distinguished Professor in
Real Estate at the University of North Carolinagnkn-Flagler Business School. Prior to joiningiméversity of
North Carolina in 1988, Dr. Hartzell was a vicepdent at Salomon Brothers Inc., a research agsedoiaThe Urbat
Institute and a financial economist for the U.Sfi€efof the Comptroller of Currency. He is a fornpeesident of the
American Real Estate and Urban Economics Assoaialo. Hartzell is not a director of any other palgttraded
company. The board recommends a vote FOR Dr. Hagizen his expertise related to real estate ptids, real
estate finance and mortgage-backed securitiesiarekperience in real estate investment banking.

Sherry A. Kellett, 67, has been a director since November 2005. MiéetkKes a certified public accountant and
served as senior executive vice president and camgaoontroller of BB&T Corporation from 1995 urttiér retirement
in August 2003. Ms. Kellett served as corporatetrodier of Southern National Corporation from 191itil 1995
when it merged with BB&T Corporation. Ms. Kellettigviously held several positions at Arthur Anderg8e@Go. Ms.
Kellett is a director of one other publicly-tradeaimpany, Medical Properties Trust, Inc., a mediffite REIT. Ms.
Kellett also serves as a director of MidCountrydficial Corp., a private financial services holdiognpany based in
Macon, GA. The board recommends a vote FOR MseKajiven her experience leading the accountingdepent o
a major financial institution, her background asedtified public accountant, her experience seranghe boards of a
financial services company and another publichged REIT and her risk assessment and finarepalrting expertise

Mark F. Mulhern, 52, has been a director since January 2012. Mrhétualis senior vice president and chief
financial officer of Progress Energy, Inc., a piosithe has held since September 2008. Mr. Mulhaneg Progress
Energy (formerly Carolina Power & Light) in 1996 se president and controller and has servedniuamaber of roles
at the company, including vice president of striat@tanning, senior vice president of finance areslent of
Progress Ventures, the non-regulated businessdsaitysof Progress Energy that divested substaptalliof its $4
billion of assets between 2006-2007. Before joirfinggress Energy, Mr. Mulhern was the chief finahofficer at
Hydra Co Enterprises, the independent power subyidif Niagara Mohawk. He also spent eight yeaRriae
Waterhouse, serving a wide variety of manufactuang service businesses. Mr. Mulhern is a diresbormember of
the audit and compensation committees of one qihiglicly-traded company, Exco Resources, an exporand
production company. Mr. Mulhern also serves onBEteson Electric Institute Financial Executive Adwig
Committee and is a director of the state orgaromadif Habitat for Humanity - North Carolina. Mr. Nhern is a
certified public accountant, a certified managenamabuntant and a certified internal auditor. Toard recommends
a vote FOR Mr. Mulhern given his experience leadimgfinance and accounting department of a mdjlityuhis
background as a certified public accountant, hpeernce serving on the board of another publicdged company,
his risk assessment and financial reporting exgeed his experience as the chief financial affadéa significant
business enterprise.




L. Glenn Orr, Jr., 71, has been a director since February 1995. Mrh@s been president and chief executive
officer of Orr Holdings, LLC since 2007 and was thanaging director of The Orr Group from 1995 t6@20Mr. Orr
had served as president and chief executive offit&he Orr Group from 1995 to 2006. Mr. Orr wasiciman of the
board of directors, president and chief executifieer of Southern National Corporation from 199ftiLits merger
with BB&T Corporation in 1995. He previously servasl president and chief executive officer of Fdr&ank and
Trust Co., president of Community Bank in Greemyi.C. and president of the North Carolina Bankesociation.
Mr. Orr is a director of one other publicly-tradeaimpany, Medical Properties Trust, Inc., a meditte REIT. Mr.
Orr also serves as a director of General Partsnatenal, Inc., a private international auto palitgributor, and
Broyhill Management Fund, a private investment fiemd he is a past chairman of the Wake Forestddsity board
of trustees. The board recommends a vote FOR Mrgi@en his expertise in finance, capital marketd strategic
transactions, his experience as chief executivieasfind board chairman of a major financial insgiin and his
experience serving on the boards of publicly-trad&diTs.

O. Temple Soan, Jr., 73, is our board chair, a position he has heldesMarch 1994. Mr. Sloan has served as
chairman of General Parts International, Inc. sit@@1. He is also currently chairman of Trail Crémkestments, Inc
a private investment firm. Mr. Sloan also servea dgector of Golden Corral Corporation, a priviestaurant chain,
and on the national executive board of the Boy &oliAmerica. Mr. Sloan is not a director of arler publicly-
traded company. Mr. Sloan retired as lead indepadiesctor of Bank of America Corporation in Ma§@ and
Lowe's Companies Inc. in May 2011. The board recenus a vote FOR Mr. Sloan given his expertise ahestate,
finance, capital markets and strategic transactioissexperience as founder, chief executive offeced board
chairman of one of the largest privately-owned cames in the U.S., his knowledge of our operati@ssilting from
serving as a director of our company and its presiars for more than 30 years and his experiememgen the
boards of a variety of major, publicly-traded ihgions.

CORPORATE GOVERNANCE
Board Independence, Leadership and Other Activities

Under NYSE rules, a majority of our directors atidbaithe members of the audit committee and thepensation
and governance committee must be independent. &ioector to qualify as independent, in additiors&tisfying
certain bright-line criteria established by the NEY $he board must affirmatively determine thatdivector has no
material relationship with us (either directly arapartner, shareholder or officer of an orgaiorahat has a
relationship with us). The board has determinet/ & Kellett and Messrs. Adler, Hartzell, Mulhef@®rr and Sloan
each satisfies the bright-line criteria and thatenbas a relationship with us that would interigith such person's
ability to exercise independent judgment as a membihe board. The board does not believe leakeHice space t
family businesses controlled by Messrs. Sloan amdefson impair either director's independence dime¢erms and
conditions of the leases were comparable to tenmdsanditions then prevailing in the competitiverkedplace. In
addition, none of these directors has ever sergddras related to) an employee of our comparngnyrof our
predecessors or acquired companies or receivedangensation from us or any such other entitieggxior
compensation directly related to their service dsector. Therefore, we believe that all of thdsectors, or three-
fourths of the board, are independent. Under NYi8é&sr Mr. Anderson will qualify as independent lmegng June 3(
2012, the third anniversary of his retirement froan company.

While Mr. Sloan, an independent director, has sasour board chair since our initial public offgrin 1994, th
board has no policy with respect to the separaifdhe positions of Chair and chief executive @ficThe board
believes that this issue is part of the succegsmmning process and that it is
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in our best interests for the board to make a detetion at such time in the future when Mr. Slagano longer a
director.

The principal responsibility of our directors iseérercise their business judgment to act in whay tkasonably
believe to be in the best interests of our comaryour stockholders. The board oversees our coytgpaverall
strategic planning process, including the impleratoi and effectiveness of our strategic plan. & pf this proces:
our board regularly evaluates internal attributed external threats that could hinder us from achgour strategic
goals and adversely affect the long-term outloalolar stockholders. The board believes that estaiblg an
appropriate “tone at the top” and candid conveosdbetween management and the board are essentfdctive
risk management and oversight. While the boardsees management's overall processes to identifyngdighte
enterprise risks and capitalize on strategic opaties, the audit committee is responsible forregeing the steps
management takes to monitor and control finangél@xposures, including management's risk assegsand risk
management policies, and the compensation and igavee committee is responsible for ensuring that ou
compensation policies and practices do not creésite that are reasonably likely to have a matadakerse effect on
our company. The board and its committees routimedgt and communicate with our executive officerapropriat
in the board's consideration of matters submittedbdard approval and risks associated with sudtensa

Meetings and Committees

The board held eight meetings in 2011. At eachars@n meeting of the board, our non-managemernttdinse
meet in executive session. Our board chair (athenchair's absence, another independent direesigated by the
chair) presides over such executive sessions.1a,28ach of the directors attended at least 758&e0hggregate of tt
total number of meetings of the board and the tatahber of meetings of all committees of the baardvhich the
director served.

The table below provides membership informationgach of the committees of the board as of DeceBiber
2011:

Compensation

Director Board Audit and Governance Executive | nvestment
Mr. Adler Member Member Member
Mr. Anderson Member Member
Mr. Fritsch Member Ex-Officio Chair
Dr. Hartzell Member Member Member
Ms. Kellett Member Chair

Mr. Orr Member Member Chair Member

Mr. Sloan Chair Member Chair Member

Mr. Mulhern replaced Mr. Orr as a member of theitacmimmittee upon his election to the board in Zap2012.

The board encourages its members to attend eacialameeting of stockholders. All persons then sgyan the
board attended our 2011 annual meeting.




Compensation and Governance Committee

Our compensation and governance committee curreatigists of Messrs. Orr and Sloan. Mr. Orr seageshair
of the compensation and governance committee. Betinbers are independent directors.

The compensation and governance committee detesrnomapensation for our executive officers and irmaets
our non-equity and equity incentive plans. Grar@veards to directors and executive officers uraerlong-term
equity incentive plan are also pre-approved byfulidoard based on the recommendations of the emisgtion and
governance committee.

The committee also makes recommendations concebmiagl member qualification standards, director inees,
director responsibilities and compensation, dinreatttess to management and independent advisoraamatjement
succession. Our corporate governance guidelinesdadhat the compensation and governance comnigitee
responsible for reviewing with the board, on anumiibasis, the appropriate skills and charactessif board
members as well as the composition of the boaadvalsole. This assessment includes consideratiom th& member
independence, age, skills and experience in theegbaf the needs of the board. The board alsosséetkersity among
directors in terms of the factors listed in thegading sentence. The same criteria are used yothpensation and
governance committee in evaluating nominees factirship. See also “-Director Qualifications, Noations and
Evaluations.” The “Investor Relations/Governancelents’section of our website includes an online versibtine
compensation and governance committee charterw@bsite is located at www.highwoods.com.

The committee is responsible for reviewing any $eantions that involve potential conflicts of intgtrevolving
executive officers, directors and their immediamily members. Our corporate governance guidejmesgide that
each director will disclose any potential confliofanterest to the chief executive officer, whdlwhen address the
matter with the committee and the full board. lattkituation, the director with the potential cartfivould recuse
himself or herself from all discussions of the labar any committee related to the conflict, exdepghe extent the
board or a committee requests such director tocgaate. Any vote by the board or a committee tprape the matter
or transaction giving rise to the conflict would in@de only upon the approval of a majority of tienderested
directors. Our code of business conduct and ethipgessly prohibits the continuation of any conftitinterest by an
employee, officer or director except under guidegiapproved by the board. Because the facts anuhtstances
regarding potential conflicts cannot be predictad,board has not adopted a written policy for eathg conflicts of
interest. In the event a conflict of interest agjgbe board will review the facts and circumstanafethe conflict, our
corporate governance policies, the effects of artgrgial waivers of those policies, applicableestatv and NYSE
rules and regulations and consider the advice whsel before making any decisions regarding a piatesonflict of
interest.

During 2011, the compensation and governance cdewrtield four meetings.

Director Qualifications, Nominations and Evaluations. In making any nominee recommendations to the board,
the compensation and governance committee willidenpersons recommended by our stockholders gpdsrihe
recommendation is submitted to the committee gadhe date that is 120 days before the anniversfaitye mailing
of the prior year's proxy statement. Nominee recemuations, together with appropriate biographictdrimation,
should be submitted to the chair of the compensatia governance committee, Highwoods Properties, 3100
Smoketree Court, Suite 600, Raleigh, North Cardliné04. The compensation and governance commitige imits
sole discretion, reject or accept any such recondatgn for any reason.

When considering new candidates for election, acemttonsidering re-nomination of a director for ddigonal
term, the board evaluates the candidate's expeotegdbution, level of engagement,
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experience and skill set. The board believes timatitbrs who change the professional respons#slisind/or positions
they held outside our company when they were elesiteuld offer to resign from the board. Howevieg, hoard does
not believe that in every instance directors whwoe@r change from the positions they held wheay tiwere elected to
the board should necessarily leave the board. Bieeld, however, be an opportunity for the bodmugh the
compensation and governance committee, to revievedhtinued appropriateness of director membersinier the
changed circumstances, including the anticipatepbioig value and contribution of the individual diter. The board
further believes that each director should be gdlyesivailable to respond to reasonable requestcammitments
related to our company and that there is a limtheonumber of public company boards of direct@sruwhich a
director may serve and meet such an availabilduirement. As a result, our corporate governanagegjues provide
that none of our directors may serve on more tbandther public company boards of directors whéeving on our
board. No director serves on the board of more tmenother publicly-traded company.

The board conducts an annual self-evaluation teraehe whether it and its committees are functignin
effectively. As part of this process, the compeinsatnd governance committee receives comments dtbdirectors
and reports annually to the board with an assedsof¢ine board's performance. This assessmensdsised with the
full board following the end of each fiscal yeaheTassessment focuses on the board's contribotiaur toverall
success and specifically focuses on areas in wih&board believes that its performance could imgro

Compensation and Governance Committee I nterlocks and Insider Participation. Neither of the members of our
compensation and governance committee is a currgrdast employee of our company or any of our pres&ors or
acquired companies and each was and is an indeqtetidector. None of our executive officers curtgmserves, or in
the past three years has served, as a member lobaine of directors or compensation committee otlagr entity that
has one or more executive officers serving on @ardb or compensation and governance committee.

Compensation and Governance Committee Report. The compensation and governance committee hasvedie
and discussed the Compensation Discussion and gisahcluded herein with our management. Basedioh seview
and discussions, the compensation and governanoaitiee recommended to our board that the Compiensat
Discussion and Analysis be included in this provatesnent for filing with the SEC.

Compensation and Gover nance Committee

L. Glenn Orr, Jr. (chair) O. Temple Sloan, J

Audit Committee

Our audit committee currently consists of Ms. Kieleend Messrs. Hartzell and Mulhern. Ms. Kelletives as cha
of the audit committee. Each member is an indepardieector and none has accepted any consultthgsary or
other compensatory fee from us other than as st ielow under Compensation of Directors and Executive Offic
- Director Compensation in 2011.” Further, the looaas determined that each of the foregoing diredsofinancially
literate and two members, Ms. Kellett and Mr. Muthéoth of whom are certified public accountaatg, financial
experts.

The audit committee approves the engagement ahdependent registered public accounting firm,ees the
plans and results of the audit engagement with 8uoh approves professional services provideduhgirm,
reviews the independence of such firm, approveg and non-audit fees and reviews the adequacyointernal
control over financial reporting. The audit comedtalso oversees
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our internal audit and risk management functioe Tnvestor Relations/Governance Documents” saatioour
website includes an online version of the audit cottee charter.

During 2011, the audit committee held eight meeting

Audit Committee Report. The audit committee oversees the financial repgirocess on behalf of the board.
Management is responsible for the company's firgdustatements and the financial reporting prodestjding
implementing and maintaining effective internal tohover financial reporting and for the assessnoénand
reporting on, the effectiveness of internal contnagr financial reporting. The company's independegistered publi
accounting firm, Deloitte & Touche LLP, is respdaisifor expressing opinions on the conformity af gudited
financial statements with accounting principlesegatly accepted in the United States of America@mthe
effectiveness of the company's internal controk dweancial reporting.

In fulfilling its oversight responsibilities, theudit committee has reviewed with management andibel&
Touche LLP the company's audited financial statesnfm the year ended December 31, 2011 and tloetsepn the
effectiveness of the company's internal controk dwvencial reporting as of December 31, 2011 cioeté in the 2011
annual report. This review included a discussiothefreasonableness of significant estimates aitgiments, the
clarity of disclosures in the financial statemesmsl such other matters as are required to be disdwsgith the
committee under generally accepted auditing stalsdamcluding, but not limited to, those mattergl@enStatement on
Auditing Standards No. 114 (The Auditor's Commuti@aWith Those Charged With Governance). The audit
committee also reviewed and discussed with managfeamel Deloitte & Touche LLP the disclosures made i
“Management's Discussion and Analysis of FinanC@hdition and Results of Operations” and “Conteotsl
Procedures” included in the 2011 annual report.

In addition, the audit committee received the writtlisclosures from Deloitte & Touche LLP requilbsdthe
applicable requirements of the Public Company Aatiog Oversight board regarding the firm's inde pearoe,
discussed with Deloitte & Touche LLP the firm's@pgéndence from management and the audit committee a
considered the compatibility of any nandit services rendered by Deloitte & Touche LLRlmnfirm's independenc

In reliance on the reviews and discussions refanebove, prior to the filing of the company's 2@hnual report
with the SEC, the audit committee recommendedeadtiard (and the board approved) that the auditeddial
statements be included in the annual report.

Audit Committee

Sherry A. Kellett (chair) David J. Hartzell Mark F. Mulherr

Investment Committee

Our investment committee currently consists of M&s&dler, Anderson, Fritsch, Hartzell and Sloam. Kritsch
serves as chair of the investment committee. Patsoalelegated authority from the board, the ibmesit committee
has overall responsibility for acquisitions, deyeients, redevelopments and dispositions. The imergtcommittee,
which held eight meetings in 2011, generally meetsall to review and approve investment transastio

Executive Committee

Our executive committee currently consists of MesA&dler, Orr, and Sloan. Mr. Fritsch, as our chief
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executive officer, serves as an ex-officio membieéhe committee. The executive committee meetsatirby our
board chair and may exercise all of the powers®fBoard, subject to the limitations imposed byliapple law, the
bylaws or the Board. Each member (other than thef elxecutive officer) is independent. During 20itfe executive
committee held 11 meetings.

Other Stockholder Information

The board, in its role as primary governing bodpyvjes oversight of our affairs and strives tomn and
improve our corporate governance practices. Toethds we have corporate governance guidelines ande of
business conduct and ethics applicable to directdisers and employees. We also have a sepapdie af ethics for
our chief executive officer and our senior finahoicers. We intend to satisfy the disclosureuiegment under Item
5.05 of Form 8-K regarding any amendment to, orwalver from, a provision of these codes of etlwgposting
such information on our website.

The board has established a process for interpsidiés, including employees and stockholdersptoraunicate
directly with our independent directors. Writtemumounications may be addressed to our board chejhwbods
Properties, Inc., 3100 Smoketree Court, Suite Balgigh, North Carolina 27604. The audit committas also
adopted a process for interested parties, inclueingloyees and stockholders, to send communicatitotie audit
committee concerning our regulatory compliancepanting, audit or internal controls issues. Written
communications may be addressed to the chair cdudé committee, Highwoods Properties, Inc., 3%@foketree
Court, Suite 600, Raleigh, North Carolina 27604elested parties may also use the toll-free hothaetained by a
third party that we have established as part ofcode of business conduct and ethics by callin@)877-9884.

The “Investor Relations/Governance Documents” saabif our website includes online versions of canporate
governance guidelines, code of business conducgtick, code of ethics for our chief executivecsif and senior
financial officers, audit committee charter and pemsation and governance committee charter.

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Stock Ownership Guidelines. Our compensation and governance committee hadisk&bthe following stock
ownership guidelines:

Position Multiple (in dollars)
Executive Officers 5x Base Salary
Divisional Vice Presidents and Other Officers 2sB Salary

Directors 3x Base Annual Retainer

Our directors and officers may not directly or meditly engage in any transactions pursuant to wsieres of
common stock or units of limited partnership ingti@ Highwoods Realty Limited Partnership, our rapieg
partnership, are held in margin accounts or otrerwiedged to secure personal loans or lines ditaesimilar
forms of indebtedness without the prior conserthefcompensation and governance committee. Nooarasfficers
or directors has pledged shares of common stochkl&geral, except that Mr. Anderson pledged 400,00erating
partnership units and 65,000 shares of common s$tos&cure a personal line of credit prior to aawpof this policy
in 2009.

Beneficial Ownership Table. The following table sets forth the beneficial owsteép of our common stock as of
March 1, 2012 for each director and executive eff@nd the directors and executive officers aoamrThe table als
sets forth the beneficial ownership of our commimtls as of December 31,
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2011 for each person or group known to us to bdihglmore than 5% of our common stock.

Number of Shares Per cent of
Name of Beneficial Owner Beneficially Owned Shares (1)
O. Temple Sloan, Jr. 283,19( *
Edward J. Fritsch 780,05: 1.1%
Thomas W. Adler 41,77¢ &
Gene H. Anderson 864,14t 1.2%
David J. Hartzell 15,78: *
Sherry A. Kellett 23,99: *
Mark F. Mulhern 3,652 *
L. Glenn Orr, Jr. 30,45: *
Terry L. Stevens 196,55: *
Michael E. Harris 204,32t *
Jeffrey D. Miller 123,77¢ *
BlackRock, Inc(2) 6,703,67! 9.2%
FMR LLC (3) 10,661,91 14.7%
APG Asset Management US Ing) 6,088,39! 8.4%
Invesco Ltd(5) 5,625,12! 7.8%
The Vanguard Group, Ing) 7,714,61! 10.6%
All executive officers and directors as a group p&itsons) 2,567,69: 3.4%

* Less than 1%

(1) The total number of shares outstanding used irulzlng this percentage assumes that no operatiriggrship units or stock optio

held by other persons are exchanged for sharesnoffon stock.

(2) Located at 40 East 32Street, New York, NY 1002

(3) Located at 82 Devonshire Street, Boston, MAI® FMR LLC is the parent holding company of FiyjeManagement & Research
Company, FIL Limited, Pyramis Global Advisors Tr@mpany and Pyramis Global Advisors, LLC, which eavestment advisers
for a variety of segregated Fidelity mutual funds &ndices. According to Schedule 13G filed wite 8EC, the reporting persons
of the view that they are not acting as a "growp"pgurposes of Section 13(d) under the Securiteh&nge Act of 1934 and that tr
are not otherwise required to attribute to eaclermtiie "beneficial ownership" of securities "beaigfily owned" by the other entities

within the meaning of Rule 13d-3 promulgated urtterSecurities Exchange Act. Therefore, they atbe¥iew that the shares held

by the other entities need not be aggregated figpgses of Section 13(d).

(4) Located at 666 Third Avenue, New York, NY 10C
(5) Located at 1555 Peachtree Street NE, Atlanta, G308

(6) Located at 100 Vanguard, Blvd., Malvern, PA35. Includes 4,012,351 shares beneficially owneWdnguard Specialized Funds -

Vanguard REIT Index Fund.

Equity Compensation Plans. The table set forth below provides information 8®ecember 31, 2011 with respect

to shares of common stock that may be issued undezxisting equity compensation plans.

Number of Securitiesto
be Issued upon Exercise

Plan Category of Outstanding Options

Number of Securities Remaining
Available for Futurelssuance
under Equity Compensation Plans

Weighted Average
Exer cise Price of
Outstanding Options

Equity Compensation Plans Approved

Stockholders 1,209,45!

$ 29.0¢ 2,852,25

Equity Compensation Plans Not
Approved by Stockholders —
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Related Party Transactions

In November 2011, we agreed to lease office spaagamily business controlled by Mr. Sloan foataiver-the-
term base rent of $2,270,000. In December 201agreed to lease office space to a family businessaled by Mr.
Anderson for total over-the-term base rent of $260, We believe the terms and conditions of batlsds were

comparable to terms and conditions then prevaitinge competitive marketplace.
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS
Compensation Discussion and Analysis

The following is a discussion and analysis of tompensation of our principal executive officer ngipal
financial officer and two other executive officelgring 2011, which we collectively refer to as theamed Executive
Officers™:

Edward J. Fritsch President and Chief Executive Officer

Terry L. Stevens Senior Vice President and Chief Financial Officer
Michael E. Harris Executive Vice President and Chief Operating Office
Jeffrey D. Miller Vice President, General Counsel and Secretary

Compensation Decision-Making. Our compensation and governance committee geneaetiyour compensation
philosophy with respect to all of our officers, liding Named Executive Officers. For additionalimhation about
our compensation and governance committee, se@tCate Governance-Compensation and Governance Gtearhi
Actual compensation decisions with respect to MitsEh are made solely by the committee, genesdlthe beginnin
of each year. Actual compensation decisions wipeet to our other Named Executive Officers areariadthe
committee generally at the beginning of each yé&ar eeceiving input from Mr. Fritsch. Grants of amls to directors
and executive officers under our long-term equitsentive plan are also pre-approved by the fultthdimsed on the
recommendations of the compensation and goverramenittee.

Our current executive compensation program is baped extensive input from Mercer Human Resource
Consulting, which the compensation and governanoattee retained in 1999, 2004 and 2007 to redamexisting
compensation practices and suggest changes basezhds and developments impacting executive affice
compensation and its best practices knowledgehblieihe compensation and governance committee anagement
has engaged a compensation consultant since 200ds favorably noted by the compensation and gwarere
committee that our stockholders overwhelmingly appd our executive compensation program at the 20hial
meeting. Holders of more than 62 million shareswfcommon stock, or over 96% of the total votes,czoted
“FOR” the advisory vote on executive compensation.

Other than Mr. Harris, none of our Named Execu@ffcers has an employment agreement with us. Wered
into a three-year employment contract with Mr. aon July 1, 2004. The contract is thereafter reel
automatically for additional three-year periodsassiwe give notice to Mr. Harris during the ) period ending or
year prior to expiration of the contract. Mr. Harmay terminate the contract at any time upon 38'gmior written
notice to us. The contract provides for a minimumual base salary of $305,000 for Mr. Harris, whitdy be
increased by the committee.

We have change in control contracts with each asdvie Fritsch, Stevens, Harris and Miller that mrevor
payments and benefits to such officers upon arabotuconstructive termination within 36 monthsnrthe date of a
change in control. For additional information, $€aange in Control Arrangements” in this Comperwabiscussion
and Analysis and “-Post-Employment Compensation.”

Section 162(m) of the Internal Revenue Code gelyallehies a deduction for compensation in exceglahillion
paid to certain executive officers, unless cerparformance, disclosure and stockholder approvplirements are
met. Option grants and certain other awards aemd#d to qualify as “performance-based” compensaiod subject
to the Section 162(m) deduction limitation. The coittee believes that a substantial portion of camspéon earned
under our compensation program would be exemptad the $1 million deduction limitation. The comragts
intention is to qualify, to
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the extent reasonable, a substantial portion di eaecutive officer's compensation for deductipilinder applicable
tax laws. We generally believe that compensationeshby officers under our compensation progradeductible for
tax purposes.

Compensation Objectives and Components. Compensation for our officers, including Named Exae Officers,
is based largely on the following principles:

« variable compensation is a significant part of cengation with the percentage at-risk increasinggter
levels of responsibility;

- differences in executive compensation should retldtering levels of responsibility and performanwithin
our organization;

« employee stock ownership aligns the interests fiders and stockholders and results in officergislga
financially in the successes and shortcomings oompany based in part upon their responsibititigrall
impact and assessed contribution;

« performance-based compensation focuses officessrategic business objectives and aligns pay with
performance through performance-leveraged incemjpgortunities;

« incentive compensation plans should encourageen§fito take appropriate risks aimed at enhancing ou
business prospects and creating stockholder vatheuwt threatening the long-term viability of owmpany;
and

« compensation must be competitive with that offdrgather companies that compete with us to ataadt
retain the best possible executive talent.

A key factor in determining levels of compensatisnthe pay practices of our peer group, which ®i8so
publicly-traded office REITs with comparable revenues thatbmard and management believe to be most comp
to our company in terms of property type, class emadition of buildings, types of geographic maskahd capit:
structure. The peer group typically changes frametio time due to industry consolidation, new magrants, et
Our peer group currently consists of the followRgITs:

« Brandywine Realty Trus

« Corporate Office Properties TrL
« Duke Realty Corp

« Kilroy Realty Corp.

« Liberty Property Trus

« Mack-Cali Realty Corp.; ar

« Parkway Properties, Ir

Publicly-available data from the peer group wassatered in determining the proportions of basergannual
non-equity incentive compensation and equity ineerntompensation, as well as targeted total congims
Differences in market capitalization among the mgeup and our company are considered. Overall ensgtion is
intended to be at, above or below competitive delpending upon our performance relative to agetad
performance and the performance of our peer group.

Our compensation and governance committee dodsefiete that we have compensation policies or pesthat
create risks that are reasonably likely to haveateral adverse effect on our company. Other tisasegcribed below,
we have no compensation policy or program that rdsvamployees solely on a transaction-specificsb&¥e have a
development cash incentive plan pursuant to whectam of our division officers and other divisioperations
personnel (but not Named Executive Officers) caeiree a cash payout from a development incentivé. ddne
amount of funds available to be earned under the gépends upon the timing and cash yields of bfgjog
development project, but can be up to $100,00Gpeculative development and $150,000 per buildiib-s
development (which
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such funds would be included in the pro forma budigethe project if applicable). The program does create an
inappropriate risk because all development proj@atsusive of any such incentive compensation) tnnesapproved
in advance by our senior management and the ineestocommittee of our board, whose members areligible to
receive such incentives. We also pay our in-hoeasihg representatives commissions for signeddeaseccordance
with customary market practices. The payment afifacommissions does not create an inappropiiskdéecause
amounts payable are derived from net effective casts (which excludes leasing capital expenditaresoperating
expenses) and leases must be executed by an affioer company, none of whom are eligible to reeeny such
commissions. Generally, lease transactions of tcplar size or that contain certain terms or ctinds that exceed
certain guidelines also must be approved in advagaair senior management. Additionally, we havénéernal
guideline whereby customers that account for mioae 8% of our revenues are periodically reviewetth Wie board.
As of December 31, 2011, no customer accounteth@oe than 3% of our annualized cash revenues ttharthe
federal government, which accounted for 9.2% ofreuenues, and AT&T, which accounted for 3.1% af @yenues

Base Salary. Base salaries for all of our employees are detexdhby position, which takes into consideration the
scope of job responsibilities and competitive madampensation paid by other companies for sinpitaitions. Base
salaries are also driven by market competitiontttaet and retain high quality professionals. Owerall approach to
setting base salaries is to create and sustaint@yngstockholder value by balancing our need taimehigh-quality
professionals while appropriately managing our galrend administrative expenses. Under guidelisésbéished by
our compensation and governance committee, thettéogtotal cash compensation of Named Executiffe@s is
approximately the 50percentile compared to our peer group.

The compensation and governance committee appeoweerit pool of up to 3% for company-wide baseryala
increases effective November 2011.

Annual Non-Equity I ncentive Program. In 2011, all of our officers, including Named Exg&ea Officers,
participated in our annual non-equity incentiveguean pursuant to which they were eligible to eashcpayments
(which were paid in March 2012) based on a pergentd their annual base salary in effect for Decen@®11. Unde
this component of our executive compensation pragidficers are eligible to earn additional casmpensation to
the extent specific performance-based metrics @reeed during the most recently completed yeae. gdsition held
by each officer has a target annual incentive peacge. For 2011, the target annual incentive péagenwas 130% fc
Mr. Fritsch, 95% for Mr. Harris, 90% for Mr. Steveeand 75% for Mr. Miller. In addition to considegithe pay
practices of our peer group in determining eaclteffs annual incentive percentage, the commitseansiders the
individual officer's ability to influence our ovdraerformance. The more senior the position witlie company, the
greater the portion of compensation that variek yérformance.

The amount an officer may earn under the annualeguity incentive compensation program is the pcbdéthe
target annual incentive percentage times an “agibrmance factor,” which can range from zer@@06%. The
actual performance factor depends upon the reitiprbetween actual performance in specific areaach of our
divisions and predetermined goals. For MessrsséhijtHarris, Stevens and Miller, who served asamaitp executives
during 2011, the actual performance factor wasdasehe goals and criteria applied to our perforoesas a whole.
Participants in our annual non-equity incentivegpamn receive quarterly statements throughout tlae tyat illustrate
our forecasted and re-forecasted performance, winchelieve is an important tool in keeping our tapees focused
on achieving our strategic and operating goals.

The components and weighting of each year's metickh are set by the compensation and governance
committee prior to or near the beginning of eadclryes part of our budgeting and strategic planpnogess, are
intended to closely match our company's overaltapey and financial goals and
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provide our officers with direct “line of sight” tmcus their individual and collective efforts dretachievement of the
metrics.

The performance criteria, which are equally weightee the following:

« per share funds from operations (“FF@Xcluding any unusual charges or credits that ncayr

« net operating income (on a division-by-divisionibaexcluding any unusual charges or credits theat occur
and including a capital charge/credit applied wibpect to any investment activity; and

« average occupancy (on a division-tyision basis
The compensation and governance committee sethtfick target and maximum levels with respect tthed the

factors. The following table sets forth informatiabout the performance-based metrics under ourgumom-equity
incentive program for 2011:

Factor Threshold (50%) Target (100%) M aximum (200%)
Per Share FFO $2.44 $2.52 $2.62

Net Operating Income 0.5% Growth 3.0% Growth % Growth
Average Occupancy 87% 91.5% 94%

If the threshold level is not satisfied with resjeca particular factor, the actual performanagdawould be zero
with respect to that factor. If performance excebésthreshold level but does not satisfy the taegesl, the actual
performance factor would range on a sliding scatevben 50% and 100% with respect to that factqgetformance i
between the target level and the maximum levelatiteal performance factor would range on a slidicgje between
100% and 200% with respect to that factor. Theguerénce factor used to determine the amount aruéxecould
earn in 2011 under the annual non-equity incemragram was the average of the three factors. Nlogteinding the
formulas described above, our compensation andrgamee committee has retained the discretion axibility to
increase or decrease the actual performance fadtorespect to any particular year and/or anyipaldr officer to
more appropriately reflect, in the committee's gotlgment, actual performance, market conditiongnticipated
circumstances and other factors. The compensatidigavernance committee did not exercise its figmodify the
actual performance factor for any of the Named Hiee Officers in 2011. For 2011, the actual parfance factor
under the non-equity incentive program was 98.8fcdoporate executives, including Messrs. Frit&tleyvens, Harris
and Miller.

The following table sets forth information aboug therformance-based metrics under our annual noityeq
incentive program for 2012:

Factor Threshaold (50%) Target (100%) M aximum (200%)
Per Share FFO* $2.61 $2.66 $2.77

Net Operating Income 0.5% Growth 2.0% Growth % @Growth
Average Occupancy 87% 90.5% 93%

*  To the extent the dilutive effects of dispositicersd equity issuances are more or less than $0.48haee, such differences will
excluded.

Equity I ncentive Compensation-Overview. Our officers, including our Named Executive Offiseare eligible to
receive equity incentive compensation that promotedong-term success by aligning their inter@sth the interests
of our stockholders. The equity incentive awards/fate the executive officers with an ownership riegt in our
company and a direct and demonstrable stake isumgess to the extent of their position, respolitsipoverall
impact and assessed contribution. We have adotuiekl swnership guidelines for all of our officeFor additional
information, see “Corporate Governance -
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Security Ownership of Certain Beneficial Owners Mahagement and Related Stockholder Matters.”

Our compensation and governance committee autlsogizeix of stock options and restricted stock aw#od
Named Executive Officers valued at amounts generatiging in the aggregate from 180% to 295% oif twenual
base salary depending upon position within our caimgpThe mix consists of 20% in stock options, 468%me-basec
restricted stock and 40% in total return-basediotst stock. Dividends received on restricted lsi@m@ non-
forfeitable and are paid at the same rate and ®sdme date as on shares of our common stock.erberpage
amount is 295% for our chief executive officer &@0% for our chief operating officer, chief finaalofficer and
general counsel. Such awards are generally issued @bout March 1 of each year.

Equity I ncentive Compensation-Stock Options. The compensation and governance committee beltbaestock
option awards are an important and useful compoolenir equity incentive compensation program. Ligstricted
stock, stock options offer the potential to reahzklitional compensation in the future upon incesas the price of
our common stock. Stock options differ from res&itstock in several key areas. First, the readiptock options is
generally not taxable to holders until exercisaylaich time there is typically cash available te tiolder as a result of
the sale of shares acquired upon exercise to mataih Second, stock option exercises generallg bagyositive impa
on our cash flows from financing activities. Thilghlders of stock options, unlike restricted staale not entitled to
receive dividends. Stock options issued since 20Qre after seven years and vest ratably on anafrasis over
four years. If an officer dies or becomes disabledxercised stock options generally are forferétin six months.
If an officer otherwise leaves our employ for aegson other than for cause, except as provided ouodeetirement
plan, unexercised stock options generally are itedehree months after termination of employmérdn officer's
employment is terminated for cause, unexercisezkgiptions are forfeited upon termination of emphant.

Equity I ncentive Compensation-Time-Based Restricted Stock. The compensation and governance committee
believes that the issuance of time-based restrattaak is an important retention tool and servedetier our officers
from seeking other employment opportunities. Tinasda restricted stock vests ratably on an anns#s baer a four-
year term. If an officer leaves our employ at ametbefore the fourth anniversary of the date ahgrunvested shar
will be forfeited upon termination of employmentept in the event of death, disability or as otheevprovided
under our retirement plan. If an officer dies, ustee shares of timeased restricted stock will automatically vesan
officer becomes disabled, unvested shares of tiasedbrestricted stock will become non-forfeitalld aontinue to
vest according to the terms of their original gsant

Equity I ncentive Compensation-Total Return-Based Restricted Stock. The compensation and governance
committee believes the issuance of total rehased restricted stock is an important retentiohtteat incentivizes ot
officers to concentrate their efforts on generating sustaining long-term stockholder value. Oneunfprincipal
goals is to provide our stockholders with attraetilsk-adjusted returns on their investment thratlnghconsistent
payment of quarterly dividends and stock price apiation. Total return is defined as the sum oflstarice
appreciation plus reinvested dividends over thekst@lue at the beginning of the applicable period.

Shares of total return-based restricted stockgeifierally vest only to the extent our absolutd tatiaurn for the
applicable threegrear period is at least 22% with respect to shiaseged in 2011 and at least 17% with respect toes
issued in 2012. Accordingly, if our absolute totturn does not at least meet the minimum thresladilof the total
return-based restricted stock will be forfeitedhest end of the period, except as otherwise desthetw. The
percentage of total return-based restricted stoakwvests will range between 50% and 100% to thenéxur absolute
total return ranges between 22% and 44% with régpeshares issued in 2011 and 17% and 36% witfecego
shares issued in 2012. All of the total-return basstricted stock will vest and we will issue anoaint of additional
shares up to
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150% of the original total return-based restricteatk award to the extent our absolute total retanges between
44% and 88% with respect to shares issued in 20d B&% and 81% with respect to shares issued i@.Zl0iese
additional shares, if any, would be fully vestedewhssued. Notwithstanding the foregoing, if ouakoeturn is not at
least 22% with respect to shares issued in 20111 @%ealfor shares issued in 2012 but our total reftualex exceeds
100% of the peer group total return index, then %%he total return-based restricted stock wikstvat the end of the
applicable period.

If an officer leaves our employ at any time befthre end of the three-year cycle, all of the togsihim-based
restricted stock will be forfeited except in theeavof death, disability or as otherwise provideder our retirement
plan. If an officer dies or becomes disabled, arpta portion of the total return-based restricteatk would become
non-forfeitable and continue to vest accordingterms of their original grants.

Employee Benefits and Perquisites. Each officer receives the same company-wide benafitare generally
available to all other salaried employees, sucthast- and long-term disability insurance, bade imnsurance and
eligibility for supplemental health and life insacz, access to flexible health care reimbursemmumts and 401 (k)
matching. Officers participate in the same comparge health insurance program, except that we payffecer's
family premium. Additionally, officers are entitléd receive additional annual perquisites not wigalailable to all
salaried employees, typically items such as a \elaidowance and reimbursement for personal fireremnsulting
services and the costs of a physical exam notwibercovered by our health insurance. We also reisdal Mr.
Fritsch on a tax grossed-up basis for suppleméfdgahsurance coverage during 2011.

Changein Control Arrangements. We have change in control agreements with Messitschk, Stevens, Harris
and Miller that provide benefits to such officemghe event of actual or constructive terminatiberaployment withii
a three-year period after a change in control wmingl our company. Our compensation and governaooerittee
believes the benefits payable upon a terminaticangbloyment following a change in control are readde relative t
similar arrangements involving executive officef®or peer companies and are important to ensereetiention and
focus of key employees in the event our board detess that pursuing a potential change in consrah iour
stockholders' best interest.

Retirement Plan. We have a retirement plan applicable to all empsy®ho, at the time of retirement, have at
least 30 years of continuous qualified servicererad least 55 years old and have at least 10 péamtinuous
gualified service. Subject to one-year advancetrihotice and execution of and compliance witlo@compete
agreement with us, eligible retirees would be kEttito receive a pro rata amount of the annualetrity incentive
compensation earned during the year of retiren&ntk options and time-based restricted stock gdarat such
eligible retiree during his or her employment wob&lnon-forfeitable and vest according to the tesftheir original
grants. Eligible retirees would also be entitleddtain any total return-based restricted stocginaily granted to such
eligible retiree during his or her employment thalbsequently vests after the retirement date aicgptd the terms of
their original grants. Mr. Harris is currently ebige to receive benefits under this plan in theng\od retirement.

I ncentive Compensation Recoupment Policy. Our corporate governance guidelines provide thatié event of a
significant restatement of our historical finanadults, the board will review any incentive comgegtion that was
provided to officers on the basis of our companyifgmet or exceeded specific performance targetimg the perio
subject to restatement. If (1) the incentive consption would have been lower had it been baseti@restated
financial results and (2) the board determinesdhgtofficer engaged in fraud or intentional misdoct as of the date
such financial results were completed for perspealiniary gain that caused or substantially catisedeed for the
restatement, then the board will, to the extenttprable, seek to recover from such officer theiparof such
compensation that

17




would not have been earned had the incentive cosapien been based on the financial results asteesta

Summary Compensation

The following table sets forth information concexgithe compensation of the Named Executive Officers

Nonqualified
Deferred Non-Equity

Name and Stock Option Compensation Incentive Plan All Other
Principal Position Year Salary Awards (1) Awards (1) Earnings (2) Compensation (3) Compensation Total
Edward J. Fritsch 2011 $542,622 $1,420,02¢ $319,042 - $715,631 $587,12¢ $3,584,44¢
President and CEO 2010 $540,75( $1,276,61¢ $319,04z $165 $617,982 $653,66( $3,408,21:

2009 $540,75( $937,882 $227,887 $191 $1,054,46: $669,47¢ $3,430,647
Terry L. Stevens 2011 $343,43( $544,59¢ $122,367 - $329,55¢ $111,36: $1,451,31«
Senior Vice President 2010 $339,90( $489,637 $122,36: $1,378 $268,92¢ $112,26¢ $1,334,47:
and CFO 2009 $339,90( $359,72¢ $87,402 $1,278 $458,86¢ $104,42¢ $1,351,60(
Michael E. Harris 2011 $361,68¢ $577,651 $129,782 - $348,64( $124,65( $1,542,40¢
Executive Vice 2010 $360,50( $519,30¢€ $129,77¢ $503 $301,06¢ $131,33¢ $1,442,49(
President and COO 2009 $360,50( $381,51¢ $92,70C $466 $513,712 $141,89¢ $1,490,79¢
Jeffrey D. Miller 2011 $259,68¢ $414,631 $93,162 - $197,58¢ $97,665 $1,062,72¢
Vice President, General 2010 $258,78¢ $372,772 $93,164 - $170,62¢ $99,152 $994,50(
Counsel and Secretary 2009 $258,78¢ $273,87: $66,54€ - $291,13¢ $85,502 $975,84¢

(1) Reflects the grant date fair value of suchralwaFor information regarding our assumptiontaluation of outstanding restricted stock andlsbptions, see note 13 to
the consolidated financial statements in our 20irual report. As reflected in the table under “Gsasf Plan-Based Awards in 2011,” assuming maxintewels of
performance are satisfied with respect to totalrrebased restricted stock granted in 2011, on Déee 31, 2013, Mr. Fritsch will receive an addiab28,419 shares, Mr.
Stevens will receive an additional 10,899 shares,Harris will receive an additional 11,561 shamesl Mr. Miller will receive an additional 8,298 ska. Based on the
$33.93 per share price of our common stock on Repr8, 2011, the original award date, the valusuch additional shares would be $964,257, $369 88,265 and
$281,551, respectively. Assuming maximum levelp@formance are satisfied with respect to totalrrebased restricted stock granted in 2010, on béee 31, 2012,
Mr. Fritsch will receive an additional 32,723 starklr. Stevens will receive an additional 12,55arels, Mr. Harris will receive an additional 13,3Hares and Mr. Miller
will receive an additional 9,555 shares. Basedherf®29.05 per share price of our common stock amuUaey 26, 2010, the original award date, the valusuch additional
shares would be $950,603, $364,607, $386,685 and,$23, respectively.

(2) Prior to 20086, officers could elect to defask compensation for investment in units of phargtouk. At the end of each calendar quarter, afigasfwho deferred
compensation into phantom stock was credited wiitswf phantom stock at a 15% discount. Divideodshe phantom units were assumed to be issuedbiti@nal units
of phantom stock at a 15% discount. Officers whided compensation prior to 2006 in this mannereveedited with additional units of phantom statla 15% discout
upon the declaration of dividends. The amountahfin the table consists of the value attribugablthe 15% discount on the assumed issuancealdfadhl phantom
stock upon the declaration of a dividend. Such art®do not take into account fluctuations in thelied value of such phantom stock based on chaingée value of our
common stock. Such fluctuations in implied value @&flected in the “Aggregate Earnings” columnhia table under “Nonqualified Deferred Compensafiahle.”

(3) Consists of cash amounts earned under ourahnion-equity incentive program. All such cash pagaarned under this program in a given year waie in the following
year.

All Other Compensation in 2011

The following table sets forth information regaglitAll Other Compensation” in the table above féx2:

Supplemental Financial Total All
401(k) LifeInsurance Dividendson Consulting Vehicle Other Other
Name Match Premiums Restricted Stock Services Allowance Benefits Compensation
Edward J. Fritsch $ 11,028 % 308,83( $ 233,54 % 14,12 % 10,93t $ 8,66¢ $ 587,12
Terry L. Stevens $ 11,02t — 8547: $ 428 % 7,80C $ 6,64( $ 111,36!
Michael E. Harris $ 11,02t — 3 90,74t % 597¢ $ 7,80C $ 9,101 $ 124,65(
Jeffrey D. Miller $ 11,02¢ — % 65,19¢ $ 538t $ 7,80 $ 825 % 97,66:
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Grants of Plan-Based Awards in 2011

The table below sets forth information with respgegblan-based awards granted in 2011 to the Ndfwedutive
Officers. The grant date for all equity incentiiarpawards was February 28, 2011.

All Other
. . . All Option
Estimated Possible Payouts Under Estimated Future Payouts Under Other Awards: Per-Share Grant Date
Non-Equity Incentive Plan Awards (1) Equity Incentive Plan Awards (2) Stock Number of Exercise Fair Value of
Awards; Securities Price of Stock and
Shares of Underlying Option Option
Threshold Target Maximum Threshold Target Maximum Stock Options Awards Awards
Name and Type of Award %) $) %) (#) (#) (#) # (#) ($/sh) [6]E)
Edward J. Fritsch
Annual Non-Equity
Incentive $ 362,030 $724,060 $ 1,448,13I
Total Return-Based
Restricted Stock 9,47: 18,94¢ 47,36 $ 777,19
Time-Based Restricted
Stock 18,94¢ $ 642,83t
Stock Options 49,317 $ 339 $ 319,04
Terry L. Stevens
Annual Non-Equity
Incentive $166,72. $333,44: $ 666,88
Total Return-Based
Restricted Stock 3,63: 7,26€ 18,16t $ 298,06
Time-Based Restricte
Stock 7,26€ $  246,53!
Stock Options 1891: $ 339 $ 122,36°
Michael E. Harris
Annual Non-Equity
Incentive $ 176,378 $352,74¢ $  705,49¢
Total Return-Based
Restricted Stock 3,85¢ 7,707 19,26¢ $  316,15:
Time-Based Restricted
Stock 7,707 $  261,49¢
Stock Options 20,05¢ $ 339: $ 129,78:
Jeffrey D. Miller
Annual Non-Equity
Incentive $ 99,957 $199,91: $  399,82¢
Total Return-Based
Restricted Stock 2,76€ 5,532 13,83( $  226,93(
Time-Based Restricte
Stock 5,532 $ 187,70:
Stock Options 1439¢ $ 339 % 93,16:

(1) The “Estimated Possible Payouts Under Non-gdacentive Plan Awards” columns reflect the threlsl, target and maximum cash amounts that our eBxecutive
Officers were eligible to earn in 2011 under ounwed non-equity incentive program. The “Non-Equiigentive Plan Compensation” column in the tabldar-Summary
Compensation” includes actual cash amounts eameeruihese plans by our Named Executive Officer2@d 1.

(2) The “Estimated Future Payouts Under Equityehtive Plan Awards” columns reflect the numbertadres of total return-based restricted stock thitest in the future
assuming threshold, target and maximum levelsatisfied. The number of shares of restricted sg&tiforth in the target column reflects the actuahber of shares of
restricted stock granted to such Named Executifie@fin 2011. None of the restricted stock grarited011 had vested as of December 31, 2011.

(3) Reflects the fair value of each applicableng stock options and restricted stock. For adpson of our accounting policies and informati@yarding the calculation of
the fair value of awards of stock options, totélire-based restricted stock and time-based restristock, see note 13 to our consolidated finastéaéments included in
our 2011 annual report.
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Outstanding Equity Awards at 2011 Fiscal Year-End

The following table sets forth information with pest to outstanding equity awards held by the NaEeztutive

Officers as of December 31, 2011, which is basedwryear-end stock price of $29.67 per share:

Option Awards Stock Awards
Equity Equity
Incentive Incentive
Plan Plan Awards:
Number of Number of Market Awards: Market or
Securities Securities Number of Value of Number of Payout Value
Underlying Underlying Shares of Shares of Unearned of Unearned
Unexer cised Unexer cised Option Option Stock That Stock That Shares That Shares That
Options- Options - Exercise Expiration Have Not Have Not Have Not Have Not
Name Exercisable Unexer cisable Price Date Vested (1) Vested (1) Vested (2) Vested (2)
Edward J. Fritsch 85,88¢ $ 26.1f 2/28/2014
Edward J. Fritsch 63,44: $ 26.27 2/28/201z
Edward J. Fritsch 72,86¢ $ 3237 2/28/201z
Edward J. Fritsch 41,63 $  42.0: 3/1/2014
Edward J. Fritsch (3) 75,24¢ 25,080 $ 29.4¢ 3/2/2015
Edward J. Fritsch (4) 31,65! 63,30 $ 18.8¢ 2/29/201€
Edward J. Fritsch (5) 16,08( 48,24: $ 29.0¢ 2/25/2017
Edward J. Fritsch (6) 49,311 $ 33.9¢ 2/27/201¢
Edward J. Fritsch (7) 56,771 $ 1,684,39i 40,761 % 1,209,37!
Terry L. Stevens 15,20¢ $ 42.0¢ 3/1/2014
Terry L. Stevens (3) 19,24( 9,61¢ $ 29.4¢ 3/2/2015
Terry L. Stevens (4) 24277 $ 18.8¢ 2/29/201€
Terry L. Stevens (5) 6,167 18,50 $ 29.0% 2/25/2017
Terry L. Stevens (6) 18,917 $ 33.9¢ 2/27/201¢
Terry L. Stevens (8) 21,770 $ 646,00¢ 15,63: $ 463,83:
Michael E. Harris 19,20z $ 42.0: 3/1/2014
Michael E. Harris (3) 10,20¢ $ 29.4¢ 3/2/2015
Michael E. Harris (4) 2575( $ 18.8¢ 2/29/201€
Michael E. Harris (5) 19,62 $ 29.0% 2/25/2017
Michael E. Harris (6) 20,05¢ $ 33.9¢ 2/27/201¢
Michael E. Harris (9) 23,090 $  685,16¢ 16,58 $ 491,95¢
Jeffrey D. Miller 14,80+ $ 41.0¢ 3/23/2014
Jeffrey D. Miller (3) 21,97« 7,322 $  29.4¢ 3/2/2015
Jeffrey D. Miller (4) 18,48 $ 18.8¢ 2/29/201€
Jeffrey D. Miller (5) 4,698 14,08¢ $ 29.0% 2/25/2017
Jeffrey D. Miller (6) 14,39¢ $ 33.9¢ 2/27/201¢
Jeffrey D. Miller (10) 16,57¢ $  491,86¢ 11,90 $ 353,13:

@
@)
©)
()
®)
(6)
@)

®)

Consists of timésased restricted stot

Consists of total returbased restricted stot

Such stock options were issued in 2008. All renmajninexercisable stock options became exercisatgetp the mailing of this proxy stateme
Such stock options were issued in 2009 antire¢sbly on an annual basis over a fgear terr

Such stock options were issued in 2010 antre¢gbly on an annual basis over a fgaar termr

Such stock options were issued in 2011 antre¢gbly on an annual basis over a fgaar termr

With respect to shares of time-based resttisteck, 23,573 shares vested prior to the madirtipis proxy statement, 18,272 shares are schedaleest in March 2013,
10,190 shares are scheduled to vest in 2014 a6 4(vares are scheduled to vest in 2015. With ceé$pehares of total return-based restricted st®tB15 shares are
scheduled to vest on December 31, 2012 and 18tefésare scheduled to vest on December 31, 2@t@lifo the extent the vesting criteria is satikfie

With respect to shares of tilbased restricted stock, 9,041 shares vested pritbietmailing of this proxy statement, 7,008 sharesscheduled to vest in 2013, 3,908 sh
are scheduled to vest in 2014 and 1,816 sharexhegluled to vest in 2015. With respect to shafrésta return-based restricted stock, 8,367 sharescheduled to vest
on December 31, 2012 and 7,266 shares are scheduledt on December 31, 2013 if and to the extenvesting criteria is satisfied.
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(9) With respect to shares of tirhased restricted stock, 9,588 shares vested pribietmailing of this proxy statement, 7,433 sharesscheduled to vest in 2013, 4,146 sh
are scheduled to vest in 2014 and 1,926 shareschegluled to vest in 2015. With respect to shafréstal return-based restricted stock, 8,874 sharescheduled to vest
on December 31, 2012 and 7,707 shares are scheduledt on December 31, 2013 if and to the extenvesting criteria is satisfied.

(10) With respect to shares of tirhased restricted stock, 6,884 shares vested pritvetmailing of this proxy statement, 5,335 sharesscheduled to vest in 2013, 2,976 sh
are scheduled to vest in 2014 and 1,383 sharexchegluled to vest in 2015. With respect to shafrésta return-based restricted stock, 6,370 sharescheduled to vest
on December 31, 2012 and 5,532 shares are scheduledt on December 31, 2013 if and to the extenvesting criteria is satisfied.

Option Exercises and Stock Vested in 2011

The following table sets forth information with pest to the exercise of stock options and vestirrgsiricted
stock by the Named Executive Officers during 2011:

Option Awards Stock Awards
Number of Shares Value Realized Number of Shares Value Realized
Name Acquired on Exercise on Exercise Acquired on Vesting on Vesting
Edward J. Fritsch 123,51! $ 919,98: 68,36t $ 2,205,35.
Terry L. Stevens 48,37  $ 254,50( 16,58( $ 521,71.
Michael E. Harris 73,42¢ 3 375,02 17,80: $ 560,51:
Jeffrey D. Miller 9,24: $ 139,79« 12,90 $ 406,39:

Nonqualified Deferred Compensation in 2011

Prior to 2010, officers could elect to defer allagportion of their base salary and/or amountsezhumder our
annual non-equity incentive plan, which was therested in unrelated mutual funds under our noniigglideferred
compensation plan. The investment options undedéfierred compensation plan are identical to tkiestment
options available to all employees under our 40f(&h, except that the funds remain assets of @mpany until
payout. Payout elections, which are made at th@eatisn of each participant, must be made duringrimr to the year
in which the deferral occurs, as required by ajpplie income tax regulations.

The following table sets forth information with pegt to nonqualified deferred compensation of thensd
Executive Officers during 2011:

Aggregate Balance at Adgoregate Aggregate Balance at
Name December 31, 2010 Earnings December 31, 2011
Edward J. Fritsch $ 176,96¢ $ (4,876 $ 172,09:
Terry L. Stevens $ 641,36¢ $ (25,007 $ 616,36:
Michael E. Harris $ 263,74¢ $ (6,83¢€) $ 256,91

Jeffrey D. Miller — — _

Post-Employment Compensation

Post-Employment Benefits for Messrs. Fritsch, Stevens and Miller. Under the terms of the applicable equity
awards, in the event the employment of any of Megsitsch, Stevens or Miller had been terminatedfdDecember
31, 2011 due to their death or disability, all leéit unvested time-based restricted stock woulek vasted
immediately, a pro rata portion of their total metdbased restricted stock would have been fooieitable and continu
to vest according to the terms of their originargs and their stock options exercisable as of Dbee 31, 2011
would have continued to be exercisable for a siximgeriod thereafter. For information regardingstanding
restricted stock and stock options as of DecembgP@11, see “-Outstanding Equity Awards at 20Kc#li Year-
End.”
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Post-Employment Benefitsfor Mr. Harris. Our employment contract with Mr. Harris restricis\from competing
with us during employment and, except in certarawnstances, for a one-year period after terminaifo
employment. His employment contract provides farpag other things, a severance payment in the efent
termination by us without cause or termination by Marris for good reason equal to his base sdbey in effect for
the greater of one year from the date of termimatiothe remaining term of the contract plus amseatrned under
our annual non-equity incentive program but unpeidf the employment termination date. The follapsaenarios
assume the employment of Mr. Harris had been tetethas of December 31, 2011. In the event ofdashd the
estate of Mr. Harris would have been entitled tteiee a cash payment of $379,583. In the evenisadikability, Mr.
Harris would have been entitled to receive a casiment of $534,298. In the event of his death salility, all of Mr.
Harris' unvested time-based restricted stock wbaklk vested immediately, a pro rata portion otdtigl return-based
restricted stock would have been non-forfeitablé @ntinue to vest according to the terms of thaginal grants and
his stock options exercisable as of December 311 #uld have continued to be exercisable for avgaxth period
thereafter. In the event of termination by us withcause or by him with good reason, Mr. Harris Mdwave been
entitled to receive a cash payment of $719,955imoing benefits valued at $15,213 and all of higested restricted
stock and outstanding stock options, whether othrert exercisable, would have been non-forfeitabléwould have
vested automatically. In the event of terminatigriMr. Harris without good reason, Mr. Harris wolldve been
entitled to receive a cash payment of $30,943,icoimy benefits valued at $1,268 and his stockanstiexercisable as
of December 31, 2011 would have continued to becesable for a threeonth period thereafter. Notwithstanding
preceding sentence, Mr. Harris is currently eligitd receive benefits under our retirement plathénevent of his
retirement, Mr. Harris would have been entitledeiceive a cash payment of $348,640 and, his urivesbdek options
and time-based restricted stock would be non-ftaiidée and vest according to the terms of theirioaiggrants and he
would be entitled to retain any total return-basestricted stock that subsequently vests afterdtiement date
according to the terms of their original grantst ieformation regarding his outstanding restricséack and stock
options as of December 31, 2011, see “-Outstan@mgty Awards at 2011 Fiscal Year-End.”

Benefits Upon a Change in Control. We have change in control agreements with eachesské. Fritsch, Stevens,
Harris and Miller that provide benefits to suchiadfs in the event of certain voluntary or involmytactual or
constructive termination of employment within agiddyear period after a change in control involaig company.
The agreements generally provide that, if withim@@nths from the date of a change in control, thpleyment of the
executive officer is terminated without cause, uldohg a voluntary termination because such exeeuwutfficer's
responsibilities are changed, salary is reducedsponsibilities are diminished or because of antalry termination
for any reason in months 13, 14 or 15 following ¢thange in control, such executive officer willdigitled to receive
2.99 times a base amount. An executive's base drfanthese purposes is equal the sum of (1) 12githe highest
monthly salary paid to the executive during themi@ath period ending prior to the change in conptot (2) the
greater of (a) the average amount earned underowral non-equity incentive program for the precgdhree years
or (b) the amount earned under such program dthnimgnost recently completed fiscal year. Each exexofficer
would also be entitled upon any such terminatioreteive an additional stay bonus otherwise payablene first
anniversary of the change in control in an amoguiéto the base amount referred to in the pregesimtence. In the
event of a change in control, Messrs. Fritsch, &teyHarris and Miller are each also entitled tenee a gross-up
payment to pay for any applicable Section 280Gsextaxes on excess parachute payments. As of Xr#012, the
expiration date of the change in control agreemeiitde April 13, 2015. The expiration dates oétbhange in
control agreements are automatically extendedrieramlditional year on each anniversary date umlesgive notice ¢
least 60 days prior to such anniversary date Heatdrm will not be extended.
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For purposes of these arrangements, “change imatbgenerally means any of the following events:

« the acquisition by a third party of 20% or moreoaf theneutstanding common sto«

« the individuals who currently constitute the bogrdindividuals who subsequently become directanese
elections or nominations were approved by at laasgjority of the directors currently constitutithge board)
cease for any reason to constitute a majority etkbard,;

« approval by our stockholders of a reorganizatioergar or consolidation in which we are not the simg
entity; or

« approval by our stockholders of a complete liquatabr dissolution or the sale or other dispositdmll or
substantially all of our assets.

The table below describes the benefits MessrsdfrjtStevens, Harris and Miller would have eackived
assuming the employment of such officers had berninated in connection with a change in contrat ticcurred as
of December 31, 2011. For purposes of this tabéeassume the price of our common stock was $2%®63hare,
which was the closing price on the NYSE on Decendi¢i2011. Our equity incentive plans provide fa immediatt
vesting of all options, restricted stock and besafpon a change in control. The value of stockoogtand restricted
stock that vested prior to the change in contrdl ather benefits that are payable in accordande tivéir terms,
regardless of the occurrence of a change in corsmeh as benefits under our deferred compenspl@onand
retirement plan, are not deemed under SEC rulbe fwayments upon a termination following a changsontrol.

Value of Vesting Value of Vesting of Value of Excise Tax

Cash Value of of Time-Based Total Return-Based Vesting of Gross-Up

Name Payment (1) Benefits (2) Restricted Stock (3) Restricted Stock (4) Stock Options (s) Payments
Edward J. Fritsch $ 6,73169 $ 720,66: $ 1,684,391 $ 604,68¢ $ 717,07: —
Terry L. Stevens $ 3,458,772 % 90,58 $ 646,00 $ 231,91t % 275,01¢ —
Michael E. Harris $ 3,678,442 % 90,58 $ 685,16¢ $ 24597¢ $ 291,69( —
Jeffrey D. Miller $ 230857 $ 131,96: $ 491,86¢ $ 176,56t $ 209,38: % 985,90t

(1) Includes amounts earned under our annual gaityeincentive program for 2011 but unpaid as etBmber 31, 2011. The change in control arrangesmeqtire the
payment to our Named Executive Officers of amoeatsied but unpaid as of the date of the changeritra. Such amounts, which are deemed to have baered in
2011, are also reflected in the table under “-Sumgr@@mpensation.”

(2) Consists of the present actuarial benefitsootinuing health care and other benefits. Upcermination in connection with a change in contkééssrs. Fritsch and Harris
would also be entitled to receive continuing heaiurance coverage until such officer becomestadidor standard medical benefits under Medicare.

(3) Consists of timdased restricted stock held by such Named Exec@ifieer that had not vested as of December 311:
(4) Consists of total returbased restricted stock held by such Named Exec@iffieer that had not vested as of December 311:
(5) Consists of stock options held by such Named Exex@fficer that had not vested as of December281,1

In the event the employment of the Named Execu@iffecers had not been terminated in connection witthange
in control that occurred as of December 31, 20l bfahe outstanding restricted stock and unexsadgie stock optior
(the in-the-money values of which are set fortthimtable above) would have vested as of such Adttionally, the
Named Executive Officers would have been eligiblesiceive a stay bonus on the first anniversath@thange ii
control in an amount equal to the sum of (1) 128rthe highest monthly salary paid to the executiwéng the 12-
month period ending prior to the change in contiok (2) the greater of (a) the average amountegaunder our
annual non-equity incentive program for the precgdhree years or (b) the amount earned under@agiam during
the most recently completed fiscal year. Assumieange in control had occurred as of Decembe2@®11, the stay
bonus payable on December 31, 2012 would have $£&07,785 for Mr. Fritsch, $784,251 for Mr. Stesen
$834,531 for Mr. Harris and $529,071 for Mr. Mill&tone of Messrs. Fritsch, Stevens, Harris or Mileuld have
been subject to Section 280G excise tax in thetesfezontinued employment.
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Director Compensation in 2011

During 2011, our board chair received an annudi ceminer of $60,000 and other non-employee dirsct
received annual cash retainers of $45,000. Mendfehe audit, executive and compensation and gevem
committees received additional annual cash retaiok$5,000 for each committee, except that thétiaddl annual
cash retainer was $10,000 for the chair of the @meation and governance committee and $20,000éachair of the
audit committee. Non-employee directors on the stment committee received additional annual castiners of
$10,000. Non-employee directors do not receivetantdil fees for attendance at meetings or participan
conference calls of the board or its committeeshEen-employee director also received a grannw-based
restricted stock at the beginning of 2011 with eugaf approximately $60,000. For 2012, non-empdogieectors
received a grant of time based-restricted stockithf a value of approximately $70,000.

The table set forth below provides information cenming the compensation of persons serving as ngplegee
directors during 2011:

Fees Earned or Stock All Other

Name Paid in Cash Awards (1) Compensation (2) Total

Thomas W. Adler $ 60,000 $ 59,73 $ 8,55¢ $ 128,29:
Gene H. Anderson $ 55,000 $ 59,73 % 560¢ $ 120,34
David J. Hartzell $ 60,000 $ 59,73t $ 759 $ 127,33:
Lawrence S. Kaplap) $ 23,74¢  $ 21,58¢ $ 1,64: % 46,98(
Sherry A. Kellett $ 59,57t $ 59,73t $ 8,55¢ $ 127,86¢
L. Glenn Orr, Jr. $ 62,50( $ 59,73t $ 8,55¢ $ 130,79:
O. Temple Sloan, Jr. $ 80,00¢ $ 59,73t $ 8,55¢ $ 148,29:

(1) Reflects the grant date fair value of suchraaaRestricted stock issued in 2011 to directdlisvest ratably on an annual basis over a fpear term
(2) Consists of dividends received in 2011 ontaumding restricted stock. Such dividends are nofeitable and are paid at the same rate and ogatime

date as on shares of our common stock. Excludédedisgis received by Mr. Anderson in 2011 on outstancestricted stock that had been earned during

his period of employment. Mr. Anderson retired as#icer of our company on June 30, 2009.
(3) Mr. Kaplan retired as a director upon expiratiornisfterm at the 2011 annual meeting of stockhel
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PROPOSAL TWO:

RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The audit committee intends to appoint Deloitte &i€he LLP to serve as our independent registerblicpu
accounting firm for 2012. If the appointment of Dile & Touche LLP is not ratified, the audit contt@e anticipates
that it will nevertheless engage Deloitte & Touth® as our independent registered public accouritingfor 2012,
but it will consider whether it should select aeliént independent registered public accounting for 2013.

Representatives of Deloitte & Touche LLP are expeétd be present in person or by telephone at #eting and
will have the opportunity to make a statement éytldesire to do so. They are also expected to &éable to respond
to appropriate questions.

The board recommends a vote FOR this proposal.
Principal Accountant Fees

Aggregate fees recorded in our financial statemimtgrofessional services rendered by our independ
registered public accounting firm were as follows:

2011 2010
Audit Feesy) $ 995,79( $ 802,40¢
Audit-Related Feeg) $ 93,01 $ 86,11:
Tax Feess) $ 4151¢ $ 34,82:

(1) Consists of fees billed for professional seegirendered for the audit of our consolidatedniiial statements and review of the interim consaéd
financial statements included in our quarterly refAlso includes fees billed for professionahviegs associated with SEC registration statements,
periodic reports and other documents filed with$i&C or other documents issued in connection veitiuisties offerings (e.g., comfort letters and
consents) and assisting in responding to SEC cornleiters.

(2) Consists of our share of fees billed for pssfenal services rendered for the audit of findret@tements of certain consolidated and unconsiali
affiliates.

(3) Consists of fees billed for professional servieastéix compliance, tax advice and tax planr

Pre-Approval Policies

The audit committee has adopted a policy requittegpre-approval of all fees paid to our indepenhdegistered
public accounting firm. All fees paid to our indeyent registered public accounting firm for sersigecurred during
2011 were pre-approved in accordance with the ctt@e's policies. Before an independent registeuddi@
accounting firm is engaged to render any servicai$oor for any of our wholly owned subsidiaridg proposed
services must either be specifically pre-approwethe audit committee or such services must fatwvia category of
services that are pre-approved by the audit coreenittithout specific case-by-case consideration. geryices in
excess of any pre-approved amounts, or any semmesescribed above, require the pre-approvdie@audit
committee chair, with a review by the audit comestat its next scheduled meeting. The audit coreenlitis
determined that the rendering of the non-auditisesvby Deloitte & Touche LLP during or relatinga011 was
compatible with maintaining such firm's independenc
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PROPOSAL THREE:
ADVISORY VOTE ON EXECUTIVE COMPENSATION

We are providing our stockholders with the oppattuto cast an advisory vote on our executive comspéon
program. As discussed in the Compensation Discngsid Analysis beginning on page 11 of this praayesnent, the
board believes that our current executive comp@rsatogram appropriately links executive compensato our
performance and aligns the interests of our exeeuwitficers with those of our stockholders.

Highlights of our program include the following:

« Overall compensation is intended to be at, aboveetmw competitive levels depending upon our pentomce
relative to our targeted performance and the perdoice of our peer group.

« Our overall approach to setting base salaries esdate and sustain long-term stockholder valuleabgncing
our need to retain, incentivize and attract hightty professionals while appropriately managing general
and administrative expenses.

« Officers earn amounts under our annual non-eqodgntive compensation program only to the extest pr
defined performance criteria established by ourmamsation and governance committee are achievéagdur
the year.

« A substantial portion of the long-term equity inte@ awards granted to officers is at risk to theest pre-
defined performance criteria established by ourmamsation and governance committee are not achieved
during any applicable three-year cycle.

« Our compensation and governance committee dodsetieve that we have compensation policies or pest
that create risks that are reasonably likely toeh@wnaterial adverse effect on our company.

« We have a recoupment policy under which the boardrequire reimbursement of any incentive compénsat
paid to an executive officer whose fraud or inteméil misconduct caused the company to restatméadial
statements.

We request stockholder approval of the compensatiaur Named Executive Officers as disclosed pamsto the
SEC's compensation disclosure rules (which disctosicludes the Compensation Discussion and Arglyise
compensation tables and the narrative discloshegsatcompany the compensation tables).

As an advisory vote, this proposal is not bindipgm us. However, our compensation and governanoendtee,
which is responsible for designing and administgonr executive compensation program, will consttleroutcome
of the vote when making future compensation deegsior Named Executive Officers.

The board recommends a vote FOR this proposal.

OTHER MATTERS
Our management knows of no other matters that mgyésented for consideration at the meeting. Hewel

any other matters properly come before the meeitingthe intention of the person named in thexpro vote such
proxy in accordance with his judgment on such matte
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STOCKHOLDER PROPOSALS FOR 2013 ANNUAL MEETING

To be considered for inclusion in the 2013 proxytenal, stockholder proposals to be presentedea@13 annual
meeting of stockholders must be received by ouresaxy prior to December 6, 2012. If a stockholdeshes to
present a proposal at the 2012 annual meeting hehet not the proposal is intended to be includegtie 2012 proxy
material, our bylaws require that the stockholdee g@dvance written notice to our secretary nat than 60 nor more
than 90 days prior to May 15, 2013, which is thstfanniversary of this meeting. If a stockholdepé&rmitted to
present a proposal at the 2013 annual meetinghbyirbposal is not included in the 2013 proxy makethe
compensation and governance committee has detedrtfineour proxy holder would have the discretigrauthority
granted by the proxy card to vote on the propddaki proposal was received after February 19, 2013

COSTS OF PROXY SOLICITATION

The cost of preparing, assembling and making tbgypmaterial available to our stockholders willllmne by us.
We will also request persons, firms and corporatioolding shares in their names or in the namdéisedf nominees,
which shares are beneficially owned by othersetalghe proxy material to, and to obtain proxiesy such
beneficial owners and we will reimburse such hofdetheir reasonable expenses in doing so. We retagned
Broadridge and Wells Fargo Shareowner Servicesdstan the process of identifying and contacstagkholders fo
the purpose of soliciting proxies. The entire e)ggeaf these proxy solicitation consulting servicesxpected to be
approximately $10,000.

BY ORDER OF THE BOARD OF DIRECTORS

O. TEMPLE SLOAN, JR.
Board Chair

April 5, 2012
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TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

VOTE BY INTERNET - www.proxyvote.com
Use the Intermet to transmil your voting mstructions and for electronic defivery of
information up untd 11:59 P.M. Eastern Time the day before the cut-off date or
WOO S meeting date. Have your proxy card in hand when you access the web site and
follow the instructions. to obtain your records and to create an electronic voling
P R O F E R T I instruction form.

3100 SMOKET - SUITE 500

RALEIGH, "c 2?‘“ 1051 Electronic Delivery of Future PROXY MATERIALS
If you would ke to reduce the costs mcurred by our company i mailing proxy
materials, You can consant to receiving all future proxy statements, proxy cards
and annual reports edectronically via e-mail or the Intemet. To sign up for
electronic delivery, please follow the instructions above to vole using the Intemet
and, when prompted, indicate that you agree to receive or access proxy materals
electronically in future years.

VOTE BY PHONE - 1-800-630.6903

Use any touch-tone telephone to transmit your voting instructions up until 11:58
P.M. Eastem Time the day before the cul-off date or meeting date. Have your
prozy card m hand when you call and then follow the instructions,

VOTE BY MAIL

Mark, sign and date your proxy card and retum it in the postage-paid envelope we
have provided or fetum it to Vote Processing, ¢o Broadridge, 51 Mercedes Way,
Edgewood. NY 11717

KEEP THIS PORTION FOR YOUR RECORDS

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.  DETACH AND RETURN THIS PORTION ONLY

For 'Wilhho&d ForAII To withhold authority to vote for an

All All Except ;ndivi:iuald nomines(s), mark ”For’ Al
The Board of Directors recommends you vote ASIDL A0 WETLS. Lo NUSDeF(E) of tha
EOR the fﬂ"W‘lWZ nomineei{s) on the Tine below.
1. Election of Directors 0 O 0
Nominees
01 Thomas W. Adler 02 Gené H. Anderson 03 Edward J. Fritsch 04 David J. Hartzell 05 Sherry A. Kellett
08 Mark F. Mulhern 07 L. Glemn Orr, Jr. 08 0. Temple $lpan, Jr.
The Board of Directors recommends you vote FOR propesals 2 and 3 For  Against Abstain
2. RATIFICATION OF THE APPOINTHMENT OF DELOITTE & TOUCHE LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2012 G G D
3. ADVISORY VOTE ON EXECUTIVE COMPENSATION 8] 0 8]

NOTE: THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED IN THE MANKER DIRECTED WEREIN BY THE UNDERSIGHED STOCKHOLDER. IN HIS
DISCRETION, THE PROXY IS ALSO AUTHORIZED TO VOTE UPON SUCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE THE MEETING OR ANY
%.@N;TEN%T:%E?:&E‘IEF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED "FOR® ELECTION OF ALL MOMINEES FOR DIRECTOR AND *FOR®

Please sign exactly as your name(s) appear{s) hereon. When signing as
attornay, executor, administrator, or other fiﬂ‘ﬂc‘laﬂ{ piease give Tull
titie as such. Joint owners should each sign personaily. A1l holders must
%}n A1l holders must sign. IT corporation or partnarship, please sign in
corporate or partnership name, by authorized officer.

Signature [PLEASE SIGN WITHIN BOX] Date Signature {Joint Owners) Date




Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Notice & Proxy Statement, 10K Wrap is/are

available at www.proxyvote.com.

R1.0.0.11689
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HIGHWOODS PROPERTIES. INC.
PROXY IS SOLICITED ON BEHALF OF THE BOARD OF
DIRECTORS FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 15, 2012

The undersigned hereby (a) acknowledges receipt of the Notice of Annual Meeting of Stockholders of Highweoods Properties. Ine. (the
"Company™} to be held on May 15, 2012, and the Proxy Statement in connection therewith: (b) appoints Edward T. Fritsch and Jetfiey D.
Miller. and each of them. as Proxy (the "Proxy") with the power to appoint a substitute: and (¢) authorizes the Proxy to represent and vote.
as designated on the reverse, all shares of Common Stock of the Company. held of record by the undersigned on March 1. 2012, at such
Annual Meeting and at any adjoumment(s) thereof.

Please mark. date and sign this proxy and return promptly in the enclosed envelope so as to ensure a quorum at the meeting. This 15
important whether few or many shares are owned. Delay m renurming your proxy may subject the Company to additional expenss.

Continued and to be signed on reverse side




R 1.0.0,1 1699

0000124085 _|

1. wta ofa ot

*#= Exercise Your Right to Vote ***
Important Notice Regarding the Availability of Proxy Materials for the
Shareholder Meeting to Be Held on May 15, 2012

HIGHWOODS PROPERTIES, INC. Meeting Type: Annual Meeting
For holders as of: March 01, 2012
Date: May 15, 2012 Time: | 1:00 AM EST
Location: Highweods Properties
3100 Smeoketree Court, Ste. 201
Raleigh, NC 27604
Phone: 919-872-4924

wiHighwoods

P R O P ERTIES You are receiving this communication because you hold
1 COURT - S 500 5
RALE1GH, NE 25608 1dsT shares in the above named company.

This is not a ballet. You cannot use this notice to vote
these shares. This communication presents only an
overview of the more complete proxy materials that are
available to you on the Internet. You may view the proxy
materials online at www.proxyvote.com or easily request a
paper copy (see reverse side).

WVe encourage you to access and review all of the important
information contained in the proxy materials before voting,

See the reverse side of this notice to obtain

proxy materials and voting instructions.

— Before You Vote —
How to Access the Proxy Materials

Proxy Materials Available to VIEW or RECEIVE:
. Netice & Proxy Statement 1. 0K Wrap
How toView Online:
Have the information that is printed in the box marked by the arrow == [ XxXXX X¥XX XXXX | (located on the
following page) and visit: www.proxyvete.com.
How to Request and Receive a PAPER or E-MAIL Copy:
If you want to receive a paper or e-mail copy of these documents, you must request one. There is NO charge for
requesting a copy. Please choose one of the following methods to make your request:

1) BY INTERNET:  www.proxyvote.com

2) BY TELEPHONE: 1-800-579-163%

3) BY E-MAIL*: sendmaterial@proxyvote.com
# If requesting materials by e-mail. please send a blank e-mail with the information that is printed in the box marked
by the arrow = [ XXXX XXXX XX¥x | (located on the following page) in the subject line,
Requests, instructions and other inquiries sent to this e-mail address will NOT be forwarded to your investment
advisor. Please make the request as instructed above on or before May 01, 2012 to facilitate timely delivery.

— How To Vote —

Please Choose One of the Following Voting Methods

RI1.00.116%9

0000124085_2

Vote In Person: Many shareholder meetings have attendance requirements including. but not limited to, the possession
of an attendance ticket issued by the entity holding the meeting. Please check the meeting materials for any special
requirements for meeting attendance. At the meeting, you will need to request a ballot to vote these shares.

Vote By Internet: To vote now by Internet. go to www.proxyvete.com. Have the infermation thatis printed in the box
marked by the arrow == [ XOOOOOKX XXX | available and follow the instructions.

Vote By Mail: You can vote by mail by requesting a paper copy of the materials, which will include a proxy card.
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1 Voting items ||

The Board of Directors recommends you vote
FOR the following:

1. Election of Directors

Nominees
01 Thomas W. Adlar 02 Gang H. Anderson 03 Edward J. Fritsch 04 David J. Hartzell 05 Sherry A. Kellett
06 Mark F. Muihern 07 L. Glenn OrF, Jr. 08 0. Temple Sioan, Jr.

The Board of Directors recommends you vote FOR propesals 2 and 3:

2. RATIFICATION OF THE APPOINTHENT OF DELOITTE & TOUCHE LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR
20142

3. ADVISORY VOTE ON EXECUTIVE COMPENSATION

NOTE: THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED IN THE WANNER DIRECTED HEREIN BY THE UNDERSIGNED
STOCKHOLDER. IN HIS DISCRETION, THE PROXY IS ALSO AUTHORIZED TD VOTE UPON SUCH OTHER BUSINESS AS MAY PROPERLY COME
BEFORE THE MEETING OR ANY ADJOURNMENTS THEREQOF. IF NO DIRECTION IS MADE, THIS PROXY WILL BE WOTED °"FOR" ELECTION
OF ALL NOWINEES FOR DIRECTOR AND “FOR™ FROPOSALS TWO AND THREE.



