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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 13, 2009

You are cordially invited to attend the annual megtf stockholders of Highwoods Properties, IncWednesday, May 13, 2009, at 11:00 a.m., on tfflaor of out
corporate headquarters building located at 3100keimee Court, Raleigh, North Carolina 27604. Thagipal purposes of this meeting are to elect tllieectors, ratify the
appointment of Deloitte & Touche LLP as our indeghemt registered public accounting firm for 2009, @t a proposal to approve our 2009 long-term gdoitentive plan
and transact such other business as may properig before the meeting or any adjournments, assuthngresence of a quorum. Only stockholders afrceat the close
of business on March 2, 2009 will be entitled téevat the meeting and any adjournments or postpentsn

On April 2, 2009, we expect to mail our stockholdeféadice of Internet Availability of Proxy Material®otaining instructions on how to access our proxyenias,
including our 2008 Annual Report, and vote online.

Whether or not you plan to attend the meeting, yoate is very important, and we encourage you ttevaromptly. You may vote via a tdhee telephone number
over the Internet. If you received a paper copytoé proxy card by mail, you may sign, date and ntaié proxy card in the envelope provided. Instrueis regarding all
three methods offered for voting will be containedthe proxy card or Notice of Internet Availabilitpf Proxy Materials. If you execute a proxy by tpleone, over the

Internet or by mailing in a proxy card, but lateratide to attend the meeting in person, or for artier reason desire to revoke your proxy, you maystoat any time
before your proxy is voted.

BY ORDER OF THE BOARD OF DIRECTORS

-

JEFFREY D. MILLER
Vice President, General Counsel and Secretary




TABLE OF CONTENTS

PROPOSAL ONE

Nominees for Election to Terms Expiring 2C
Incumbent Directo—Term Expiring 201(
Incumbent Directo—Term Expiring 201
CORPORATE GOVERNANCE
Director Independenc
Board Meetings and Committees; Annual Meeting Atterce
Compensation and Governance Commi
Audit Committee
Investment Committe
Hedge Policy Committe
Executive Committe
Other Stockholder Informatic
Security Ownership of Certain Beneficial Owners &awhagement and Related Stockholder Ma
Section 16(a) Beneficial Ownership Reporting Coamte
Related Person Transactic
COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICEF
Compensation Discussion and Analy
Summary Compensation Tal
Grants of Pla-Based Awards in 200
Outstanding Equity Awards at 2008 Fiscal »-End
Option Exercises and Stock Vested in 2
Nonqualified Deferred Compensation in 2(
Pos-Employment Compensatic
Director Compensation in 20(
PROPOSAL TWC
Principal Accountant Fee
Pre-Approval Policies
PROPOSAL THREE
Summary of Plal
Administration
Tax Treatmen
OTHER MATTERS
STOCKHOLDER PROPOSALS FOR 2010 ANNUAL MEETIN
COSTS OF PROXY SOLICITATION

SlololsNis]

N N (RO N 1N [N [N R (R0 N [N [N N 2 12 122 [ 12 2 (€0 €0 100 [~ [~ [~ [0 |4 [ (00 00 |00 [0 [N [N
CENENT NN G S INENIN A ) o




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

PROXY STATEMENT FOR
ANNUAL MEETING OF STOCKHOLDERS
To Be Held on May 13, 2009

This proxy statement is being furnished to stoctbrs of Highwoods Properties, Inc. in connectiorhwliie solicitation of proxies for use at our anmekting of
stockholders on Wednesday, May 13, 2009, at 11100 an the 29floor of our corporate headquarters building lodaae3100 Smoketree Court, Raleigh, North Carolina
27604. The purposes of the meeting are set fortiheimotice of meeting. This solicitation is madebehalf of our Board of Directors.

Holders of record of shares of our common stockf éiseoclose of business on the record date, Mar@®@9, are entitled to vote at the meeting. Thistanding
common stock constitutes the only class of seesrigntitled to vote at the meeting and each sHarenomon stock entitles the holder to one voteth&tclose of business
the record date, there were 63,747,307 shareshiom stock issued and outstanding.

On April 2, 2009, we expect to mail our stockholdehéadice of Internet Availability of Proxy Materialghich will indicate how to access our proxy materaisthe
Internet, in connection with the solicitation obgies by our Board of Directors for use at the nimgeand any adjournments or postponements. On tieeofianailing, we
will make our proxy statement and 2008 Annual RepaHlicly available on the Internet according te thstructions provided in the Notice of Internet Aafility of Proxy
Materials.

If you received a Notice of Internet Availability Bfoxy Materials by mail, you will not receive a@nged copy of the proxy materials except upon regjuastead, the
notice will instruct you how to access and reviewoéithe important information contained in the prawrgterials online. The notice will also instrucuyas to how you may
submit your proxy over the Internet or by telephdfigou would like to receive a printed copy of quroxy materials, you should follow the instructidier requesting such
materials included in the notice.

The presence, in person or by proxy, of holdemst ééast a majority of the total number of sharfesoonmon stock entitled to vote is necessary tetitiie a quorum
for the transaction of business at the annual mgefibstentions and broker non-votes will count talthe presence of a quorum. Proposal One, thdaieaft directors,
requires the vote of a plurality of all of the veteast at the meeting. Proposal Two, the ratificadiothe appointment of Deloitte & Touche LLP as mdependent register:
public accounting firm for 2009, requires the affative vote of a majority of the votes cast ongheposal. With respect to Proposals One and Twaeatisns and broker
non-votes will not be counted as votes cast andhaile no effect on the result of the vote. Propdbate, a proposal to approve our 2009 long-ternitgéuecentive plan,
requires the affirmative vote of the holders of @anty of our outstanding common stock. With resige Proposal Three, abstentions and broker néesweill have the
same effect as votes against the proposal.

Please vote by telephone or over the Internetdisated in the Notice of Internet Availability of FgoMaterials. Alternatively, you may complete, sigiate and
return the proxy card available on the Interneéhdhe accompanying proxy materials. If you holdiyshares through a bank, broker or other nomitheg, will give you
separate instructions on voting your shares. Stafresmmon stock represented by a properly exequitexly received prior to the vote at the meetind aat revoked will b
voted at the meeting as directed on the proxy. Wherspecification is made on a properly executeush of proxy, the shares will
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be voted FOR the election of all nominees for doedtOR the proposal to ratify the appointment ofdiit# & Touche LLP as our independent registerdalipiccounting
firm for 2009, FOR the proposal to approve our 2[@0@-term equity incentive plan and FOR authorizatié the proxy to vote upon such other businessags properly
come before the meeting and any adjournments dpposments.

PROPOSAL ONE:
ELECTION OF DIRECTORS

The Board of Directors currently consists of eiglemipers. At our 2008 annual meeting of stockholdrrsstockholders approved a Board-proposed amertcdimen
our charter to declassify the Board and provideHerannual election of directors commencing withahnual meeting of stockholders to be held in 20068 amendment
did not affect the unexpired three-year terms oéators elected in 2007 and 2008. The terms of@fior Gene H. Anderson, David J. Hartzell and L. Glénn Jr. will
expire at this meeting. Messrs. Anderson, Hartzell@rr have been nominated as directors to holdeffittil the 2010 annual meeting of stockholdersartd their
successors are elected and qualified. The Boabdre€tors recommends a vote FOR each of the nomiagelirectors to hold office until the expiratwfrthe term for whicl
they have been nominated and until their successerslected and qualified. Should any one or mbteese nominees become unable to serve for @spne the Board of
Directors may designate substitute nominees, intwiient the person named in the enclosed proxyetd for the election of such substitute nomineaaninees, or
reduce the number of directors on the Board.

Nominees for Election to Terms Expiring 2010

Gene H. Anderson, 63, has been a director and senior vice presidecg ®ur combination with Anderson Properties, Ind=¢bruary 1997 and currently serves as
regional manager for our Atlanta and Triad operatidvir. Anderson was president of Anderson Propertiee. from 1978 to February 1997. Mr. Andersoa st preside
of the Georgia chapter of the National Associatiomdfistrial and Office Properties and is a pastonati board member of the National Association ofistdal and Office
Properties.

David J. Hartzell , Ph.D., 53, has been a director since February 2009. Dtzelhis a Distinguished Professor in Real Estdtthe University of North Carolina’s
Kenan-Flagler Business School. Prior to joining thréversity of North Carolina in 1988, Dr. Hartzell wavice president at Salomon Brothers Inc., a reke@ssociate for
The Urban Institute and a financial economist fer thS. Office of the Comptroller of Currency. He ianer president of the American Real Estate ancit/Eiconomics
Association.

L. Glenn Orr, Jr., 68, has been a director since February 1995. Mrh@&s been president and chief executive officédmfHoldings, LLC since 2007 and was the
managing director of The Orr Group from 1995 to 204@7..Orr had served as president and chief exeeuwfficer of The Orr Group from 1995 to 2006. Mr. @uais
chairman of the board of directors, president aridf@xecutive officer of Southern National Corgara from 1990 until its merger with BB&T Corporati in 1995. He
previously served as president and chief execuiffieer of Forsyth Bank and Trust Co., presiden€aimmunity Bank in Greenville, S.C. and presiderthefNorth
Carolina Bankers Association. Mr. Orr is a membethefboards of directors of Medical Properties Trlmst., a publicly traded medical office REIT based\labama,
General Parts International, Inc., a national aartspdistributor, and Broyhill Management Fundjrarestment firm, and he is the immediate past ciair of the Wake
Forest University board of trustees.
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Incumbent Directors—Term Expiring 2010

Edward J. Fritsch, 50, has been a director since January 2001. Mr. Friteclame our Chief Executive Officer in July 2004 aod President in December 2003. Prior
to that, Mr. Fritsch was our Chief Operating Officearfi January 1998 to July 2004 and was a Vice Reasiahd Secretary from June 1994 to January 1988-iisch
joined our predecessor company in 1982 and wastaguarf that entity at the time of our initial pidbffering in June 1994. Mr. Fritsch is a membethe NAREIT boarc
of governors, immediate past chair of the Universitijorth Carolina board of visitors, trustee of therth Carolina Symphony, member of Wachovia Barlestral
regional advisory board and director of the YMCAlwé Triangle.

Lawrence S. Kaplan, 66 , has been a director since November 2000. Mr. Kaigla certified public accountant and retired @@ as a partner from Ernst & Young
LLP where he was the national director of that firREIT Advisory Services group. Mr. Kaplan has sereedhe NAREIT board of governors and has been agtivel
involved in REIT legislative and regulatory mattéss over 25 years. Mr. Kaplan is a director andieeammittee chairman of Feldman Mall Properties,. | a publicly
traded mall REIT based in New York.

Sherry A. Kellett, 64, has been a director since November 2005. Mset{&la certified public accountant and servesessor executive vice president and corporate
controller of BB&T Corporation from 1995 until hegtirement in August 2003. Ms. Kellett served agpoeate controller of Southern National Corporaticmm 1991 until
1995 when it merged with BB&T Corporation. Ms. Kattlpreviously held several positions at Arthur Arsge & Co. Ms. Kellett is a director of MidCountringncial
Corp., a private financial services holding comphaged in Macon, GA, and is a director of Medicalderties Trust, Inc.

Incumbent Directors—Term Expiring 2011

Thomas W. Adler, 68, has been a director since June 1994. Mr. Adlehairman of Playhouse Square Real Estate Seimi€sveland, Ohio. Mr. Adler formerly
served on the board of directors of the National&iion of Realtors and the boards of governoith@fAmerican Society of Real Estate CounselorsNaRREIT.
Mr. Adler is a past national president of the Stycaf Industrial and Office Realtors, was activatydlved in the Urban Land Institute and serves aeisé nonprofit board:
in the Cleveland area.

O. Temple Soan, Jr., 70, is Chair of the Board of Directors, a positf@has held since March 1994. Mr. Sloan is chairafdBeneral Parts International, Inc. and 1
Creek Investments, Inc. He is also the lead indepindirector of Bank of America Corporation and L&sv@ompanies, Inc., is a director of Golden Corratforation and
serves on the national executive board of the Bmuts of America.

CORPORATE GOVERNANCE

Director Independence

Under New York Stock Exchange rules, a majority of ditectors and all of the members of the audit cdttem and the compensation and governance comnmittest
be independent. For a director to qualify as indelpet, in addition to satisfying certain brightdinriteria, the Board of Directors must affirmatjwdetermine that the
director has no material relationship with us (@itirectly or as a partner, shareholder or offafean organization that has a relationship with Tike Board of Directors
considers transactions described elsewhere irpthis/ statement. The Board of Directors has detezththat Ms. Kellett and Messrs. Adler, Hartzell, kap Orr and Sloan
each satisfies the bright-line criteria and thatenbas a relationship with us that would interfeitla such person’s ability to exercise independedgmnent as a member of
the Board. In addition, none of these directorsehas served as (or is related to) an employe@io€ompany or any of our predecessors or acquinethanies or received
any compensation from us or any such other enttiegpt for compensation directly related to seras a director. Therefore, we believe that alhese directors, or three-
fourths of the Board, are independent.
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Board Meetings and Committees; Annual Meeting Attendane

The Board of Directors held four in-person meetiagd three conference call meetings in 2008. At éaqlerson meeting of the Board of Directors, oun-no
management directors meet in executive sessionCFia@ of the Board of Directors (or, in the Chaigbsence, another independent director desighgtdte Chair)
presides over such executive sessions. In 2008, &fabe directors attended at least 75% of theexgme of the total number of meetings of the Badidirectors and the
total number of meetings of all committees of tlwail of Directors on which the director served. Tlaf8 of Directors encourages its members to atteod annual
meeting of stockholders. All of our directors atted our 2008 annual meeting.

Compensation and Governance Committee

Our compensation and governance committee curreatigists of Messrs. Orr and Sloan. Mr. Orr serveshas of the compensation and governance commBeth
members are independent directors.

The compensation and governance committee detesmomapensation for our executive officers and immaets our non-equity and equity incentive plan2009,
grants of awards to directors and executive officeider our long-term equity incentive plan were gismapproved by the full Board based on the recentations of the
compensation and governance committee.

The committee also makes recommendations conceBoagd member qualification standards, director ime®s, director responsibilities and compensatioector
access to management and independent advisorsaraament succession. Our corporate governancdigagiprovide that the compensation and governaaoenittee
is responsible for reviewing with the Board, on anual basis, the appropriate skills and charactesisf new Board members as well as the composifitimeoBoard as a
whole. This assessment includes consideration geetmembers’ independence, diversity, age, skiltsexperience in the context of the needs of ther®dl he same
criteria are used by the compensation and goveenemimmittee in evaluating nominees for directorsBige also “—Director Qualifications, Nominations &aluations.”
The “Investor Relations/Governance Documents” seaifayur website includes an online version of thenpensation and governance committee charter. Oositeds
located atvww.highwoods.com.

In addition, the compensation and governance cotaenis responsible for reviewing any transactioas itivolve potential conflicts of interest involgrexecutive
officers, directors and their immediate family mearsh Our corporate governance guidelines providedach director will disclose any potential contdliof interest to the
Chief Executive Officer, who will then address thettexawith the Board. In that situation, the cortiid director would recuse himself or herself frdhdascussions of the
Board or any committee related to the conflict,eptdo the extent the Board or a committee requkstsonflicted director to participate. Any votetbg Board or a
committee to approve the matter or transactiomgivise to the conflict would be made only uponapproval of a majority of the disinterested direst®ur code of
business conduct and ethics expressly prohibitsdhénuation of any conflict of interest by an dayee, officer or director except under guideliapproved by the Board
of Directors. Because the facts and circumstanaggdeng potential conflicts cannot be predicted, Board of Directors has not adopted a written pdiicyevaluating
conflicts of interest. In the event a conflict nférest arises, the Board of Directors will reviemong other things, the facts and circumstancéseofonflict, our corporate
governance policies, the effects of any potentialera of those policies, applicable state law, Begv York Stock Exchange rules and regulations, aficcemsider the
advice of counsel, before making any decisionsrdigg the conflict.

During 2008, the compensation and governance coemntiteld four in-person meetings.

4
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Director Qualifications, Nominations and Evaluationsn making any nhominee recommendations to the Baaedcompensation and governance committee will
consider persons recommended by our stockholddongaas the recommendation is submitted to theneittee prior to the date that is 120 days befoeeathniversary of
the mailing of the prior year’s proxy statement. Nie@@ recommendations, together with appropriatgrajohical information, should be submitted to thei€ of the
Compensation and Governance Committee, HighwoodseRies, Inc., 3100 Smoketree Court, Suite 600eiBh) North Carolina 27604. The compensation aneég@nce
committee may, in its sole discretion, reject aregat any such recommendation for any reason.

The Board of Directors believes that directors whange the responsibilities and/or positions they ndien they were elected should volunteer to resign the
Board of Directors. However, the Board of Directoreslaot believe that in every instance directors wetioe or change from the positions they held wihery were electe
to the Board of Directors should necessarily lefneeBoard. There should, however, be an opportfioitthe Board of Directors, through the compensasind governance
committee, to review the continued appropriatenésrector membership under the changed circumssrincluding the anticipated ongoing value andrdmution of the
individual director. The Board of Directors alsoibees that it is in our best interests that a dineoffers to resign as of the end of the termrafteeh director’s 729
birthday. Upon receipt of any such offer to residye, compensation and governance committee willeta whether to accept such offer at its next lerfuscheduled
meeting and provide its recommendation to theBokird of Directors, together with its recommendafimma potential replacement, if applicable. TheaBbof Directors
further believes that each director should be gdlyeavailable to respond to reasonable requestcammitments related to our company and that tiseadimit to the
number of public company boards of directors uptiictva director may serve and meet such an avifjatgquirement. As a result, our corporate govangaguidelines
provide that none of our directors may serve onentilban four other public company boards of directohile serving on our Board.

The Board of Directors conducts an annual self-atain to determine whether it and its committeesametioning effectively. As part of this procesise
compensation and governance committee receives eatsrfrom all directors and reports annually toBleard with an assessment of the Board’s performarite
assessment is discussed with the full Board follgvtire end of each fiscal year. The assessmentde@rsthe Board’s contribution to our overall ssscend specifically
focuses on areas in which the Board believes thgieitformance could improve.

For information about our stock ownership guideljreeee “—Security Ownership of Certain Beneficial Overend Management and Related Stockholder Matters—
Stock Ownership Guidelines.”

Compensation and Governance Committee Interlocksldnsider Participation.Neither of the members of our compensation and gewere committee is a current
or past employee of our company or any of our preslgors or acquired companies and each was andridependent director. None of our executive efficcurrently
serves, or in the past three years has servednasnder of the board of directors or compensatnrittee of another entity that has one or moreetkee officers serving
on our Board of Directors or compensation and goaece committee.

Compensation and Governance Committee Repdhe compensation and governance committee haswrediand discussed the Compensation Discussion and
Analysis included herein with our management. Basesuzh review and discussions, the compensatiolgavernance committee recommended to our Board efckirs
that the Compensation Discussion and Analysis Heded in this proxy statement for filing with the GE

Compensation and Governance Committee
L. Glenn Orr, Jr. (chait O. Temple Sloan, J
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Audit Committee

Our audit committee currently consists of Ms. Keliettl Messrs. Kaplan and Hartzell. Mr. Kaplan serveshas of the audit committee. Each member is an
independent director and none has accepted anyltiogs advisory or other compensatory fee fronotieer than as set forth below under “Compensatfddirectors and
Executive Officers — Director Compensation in 20@8utther, the Board has determined that each diottegioing directors is financially literate and twembers,

Mr. Kaplan and Ms. Kellett, both of whom are certifigublic accountants, are financial experts.

The audit committee approves the engagement ahdependent registered public accounting firm,ees the plans and results of the audit engagemémtswch
firm, approves professional services provided lghdirm, reviews the independence of such firm, apps audit and non-audit fees and reviews the adgafaur internal
control over financial reporting. The audit commétalso oversees our internal audit function. Theestor Relations/Governance Documents” sectioruofa@bsite
includes an online version of the audit committearter.

During 2008, the audit committee held four in-persmetings and 10 conference call meetings.

Audit Committee ReporfThe audit committee oversees the financial repgirocess on behalf of the Board of Directors. Mana@nt is responsible for the
company'’s financial statements and the financiabréng process, including implementing and mainiteg effective internal control over financial refing and for the
assessment of, and reporting on, the effectivenieissernal control over financial reporting. Thenepany’s independent registered public accounimg, Deloitte &
Touche LLP, is responsible for expressing opiniemshe conformity of the audited financial statetsemith accounting principles generally acceptethiUnited States of
America and on the effectiveness of the companyé&sinal control over financial reporting.

In fulfilling its oversight responsibilities, theudit committee has reviewed with management and fel&iTouche LLP the company’s audited financialtsments
for the year ended December 31, 2008 and the repofise effectiveness of the company’s internatrmdmover financial reporting as of December 31,2@6ntained in the
2008 Annual Report, including a discussion of ta@sonableness of significant judgments and théyctH#rdisclosures in the financial statements. &hdit committee also
reviewed and discussed with management and Deloiftei&he LLP the disclosures made in “Managemenissizsion and Analysis of Financial Condition andufts of
Operations” and “Controls and Procedures” includethe 2008 Annual Report.

In addition, the audit committee received writtescttisures from Deloitte & Touche LLP that are regdiby the applicable requirements of the Publim@any
Accounting Oversight Board regarding the firm’s ipdedence, discussed with Deloitte & Touche LLP tiva’'§ independence from management and the audimitiee
and considered the compatibility of non-audit sesirendered by Deloitte & Touche LLP on the firm&ependence.

In reliance on the reviews and discussions refemexbove, prior to the filing of the company’s 808nnual Report with the SEC, the audit committesmnemended
to the Board of Directors (and the Board approvkd) the audited financial statements be includetié Annual Report.

Audit Committee

Lawrence S. Kaplan (chai David J. Hartzel Sherry A. Kelleti




Table of Contents
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Our investment committee currently consists of MesAdler, Anderson, Fritsch, Hartzell and Sloan. Rtitsch serves as chair of the investment commifersuant
to delegated authority from the Board of Directthg, investment committee oversees the acquisitienelopment, redevelopment and disposition prodéssinvestment
committee, which held seven conference call meeimg@908, generally meets on call to review new opputies.

Hedge Policy Committee

Our hedge policy committee currently consists of 8fesKaplan and Orr. Pursuant to delegated authfooity the Board of Directors, the hedge policy conteeit
establishes policies regarding our interest ratemanagement and reviews and approves intereshedge contracts. Both members are independernihd2008, the
hedge policy committee held one conference caltimge

Executive Committee

Our executive committee currently consists of Mes&der, Orr, and Sloan. Mr. Fritsch, as our Chigkcutive Officer, serves as an ex-officio membethef
committee. The executive committee meets on cathbyChair of the Board of Directors and may exerei of the powers of the Board of Directors, sabje the
limitations imposed by applicable law, the bylawshe Board of Directors. Each member (other tharCthief Executive Officer) is independent. During 20t executivi
committee held four in-person meetings and eighfe@nce call meetings.

Other Stockholder Information

The Board of Directors, in its role as primary gaeg body, provides oversight of our affairs amilves to maintain and improve our corporate govecegractices.
To this end, we have corporate governance guidelne a code of business conduct and ethics apf@itadirectors, officers and employees. We abbeeha separate code
of ethics for our chief executive officer and oan®r financial officers. We intend to satisfy tiisclosure requirement under ltem 5.05 of Form &¢arding any
amendment to, or any waiver from, a provision @fsthcodes of ethics by posting such informationwrwebsite.

The Board of Directors has also established a psdcesnterested parties, including employees dadkiolders, to communicate directly with our indegent
directors. Written communications may be addressélde Chair of the Board of Directors, Highwoodsg@mbies, Inc., 3100 Smoketree Court, Suite 600gighl North
Carolina 27604. Interested parties may also usadhime that we have established as part of oue @fdusiness conduct and ethics by calling thefeé number set forth
therein.

The audit committee has adopted a process foested parties, including employees and stockhaltieisend communications to the audit committe& witncerns
or complaints concerning our regulatory compliarsazounting, audit or internal controls issues.ti&fi communications may be addressed to the CheiedAudit
Committee, Highwoods Properties, Inc., 3100 Smoke@reurt, Suite 600, Raleigh, North Carolina 27604.

The “Investor Relations/Governance Documents” seafasur website includes online versions of oupowate governance guidelines, code of businessucomaad
ethics, code of ethics for our Chief Executive Gdfiand senior financial officers, audit committéarter and compensation and governance commitetechThis
information is also available in print to any stholder upon request by writing Investor Relationgh#oods Properties, Inc., 3100 Smoketree Courte®00, Raleigh,
North Carolina 2760¢
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Security Ownership of Certain Beneficial Owners andlanagement and Related Stockholder Matters

Stock Ownership Guideline®ur compensation and governance committee has issetlthe following stock ownership guidelines:

Position Multiple (in dollars)
Corporate Executive Office 5x Base Salar
Regional Managet 3x Base Salar
Divisional Vice Presidents and Other Offic 2x Base Salar
Directors 3x Base Annual Retain

Pursuant to a policy adopted by our Board of Dinecadfective January 1, 2009, our directors an@f§ may no longer directly or indirectly engageny

transactions pursuant to which shares of commork stoanits of limited partnership interest in HighvdsoRealty Limited Partnership, our operating paship, are held in
margin accounts or otherwise pledged to secure pakr$mans or lines of credit or similar forms oflebtedness without the prior consent of the compiensand governan:
committee. None of our Named Executive Officersiceators has pledged shares of common stock asterl. Prior to 2009, Mr. Anderson pledged 460,00€rating
partnership units to secure a personal line ofitred

Beneficial Ownership TableThe following table sets forth the beneficial owrpsof our common stock as of March 2, 2009 forheperson currently serving as a

director, each Named Executive Officer (as defibelbw) and our directors and executive officers geoap. The table also sets forth the beneficialersiip of our
common stock as of December 31, 2008 for each pemsgroup known to us to be holding more than 5%ufcommon stock.

(1)
()

Number of Shares Percent of All
Name of Beneficial Owner Beneficially Owned Shares (1)
O. Temple Sloan, J 277,25 *
Edward J. Fritscl 881,74 1.4%
Michael E. Harris 218,15: *
Terry L. Steven: 159,29 *
Gene H. Anderso 940,43: 1.5%
Jeffrey D. Miller 54,32 *
Thomas W. Adle 65,83¢ *
David J. Hartzel 2,345 *
Lawrence S. Kapla 29,09¢ *
Sherry A. Kellett 15,55¢ *
L. Glenn Orr, Jr 23,51« *
FMR LLC (2) 8,709,13 13.7%
ING Clarion Real Estate Securities, L.P. 4,869,85! 7.7%
Stichting Pensioenfonds ABP ( 3,475,26. 5.5%
The Vanguard Group, Inc. ( 5,274,38! 8.2%
All executive officers and directors as a group f&2sons 2,747,591 4.2%

Less than 19

The total number of shares outstanding usedliculating this percentage assumes that no opgnaartnership units or stock options held
by other persons are exchanged for shares of corstook.

FMR LLC is located at 82 Devonshire Streets®®a, MA 02109. FMR LLC is the parent holding compaf Fidelity Management &
Research Company, Real Estate Investment Portfeliol.imited, Pyramis Global Advisors Trust Compaanyd Pyramis Global Advisors,
LLC, which are investment advisers for a varietysefiregated Fidelity mutual funds and indices. Adiog to Schedule 13G filed with the
SEC, the reporting persons are of the view that &re not acting as a “group” for purposes of $ecli3(d) under the Securities Exchange
Act of 1934 and that they are not otherwise regliceattribute to each other the “beneficial owhgrsof securities “beneficially owned”
by the other entities within the meaning of Rulel-B3promulgated under the Securities Exchange Warefore, they are of the view that
the shares held by the other entities need noggeegated for purposes of Section 13
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(38) ING Clarion Real Estate Securities, L.P. saked at 201 King of Prussia Rd. Suite 600, RadPar19087. Information obtained from
Schedule 13G filed with the SEC.

(4) Stichting Pensioenfonds ABP is located at Oliddestraat 70, Postbus 2889, 6401 DL Heerlen,Nétherlands. Information obtained
from Schedule 13G filed with the SEC.

(5) The Vanguard Group, Inc. is located at 100g/end, Blvd., Malvern, PA 19355. Information obtainfrom Schedule 13G filed with the
SEC.

Equity Compensation PlansThe table set forth below provides information &8®ecember 31, 2008 with respect to shares of comstmgk that may be issued under
our existing equity compensation plans. See “Prapblree” for information regarding our equity coemgation plans as of March 2, 2009.

Weighted Average
Number of Securities to Exercise Price of Number of Securities Remaining
be Issued upon Exercise Outstanding Available for Future Issuance
Plan Category of Outstanding Options Options under Equity Compensation Plans (1)
Equity Compensation Plans
Approved by Stockholders (; 1,489,25! $28.7¢ 773,53:
Equity Compensation Plans Not
Approved by Stockholders (. -- -- 88,29¢

(1) Excluding securities reflected in the colunmtitted “Number of Securities to be Issued upontrgise of Outstanding Options.”

(2) Consists of our Amended and Restated 1994&Sdption Plan under which the compensation and g@arece committee has granted stock
options and restricted stock to our employeescef§i and directors. As of March 2, 2009, there W&&461 securities available for future
issuance under this plan. See Proposal Threego@osal to approve our 2009 long-term equity itieerplan.

(3) Consists of our employee stock purchase plan, unbih all employees may contribute a portion @itltompensation to acquire share
our common stock at a 15% discount.

Section 16(a) Beneficial Ownership Reporting Compliare

Each director and executive officer is requiredilowith the SEC, by a specified date, reportsaregng his or her transactions involving our comrstotk. To our
knowledge, based solely on the information furnisteeds and written representations that no otheonte were required, our current directors and etee officers
complied with all such filing requirements duringd3) except that Mr. Adler reported an exercisetatls options one day later than the specified date.

Related Person Transactions

In May 2008, we agreed to lease office space tondlyfdbusiness controlled by Mr. Sloan for total o¥iee-term base rent of $850,000. Both parties wepeesented
by licensed real estate brokers. We believe thes@nd conditions of the lease were comparablerustand conditions then prevailing in the compstitinarketplace.
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS
Compensation Discussion and Analysis

The following is a discussion and analysis of thmpensation of our principal executive officer, puincipal financial officer and the next three mbighly
compensated executive officers during 2008, whiclcalectively refer to as the “Named Executive Offis”:

Edward J. Fritscl President and Chief Executive Offic

Michael E. Harris Executive Vice President and Chief Operating Off
Terry L. Steven: Senior Vice President and Chief Financial Offi
Gene H. Anderso Senior Vice Presider

Jeffrey D. Miller Vice President, General Counsel and Secre¢

Compensation Decision-Makingdur compensation and governance committee genaetyour compensation philosophy with respectitofaur officers, including
Named Executive Officers. For additional informatayout our compensation and governance commite“Corporate Governance—Compensation and Governance
Committee.” Actual compensation decisions with respedr. Fritsch are made solely by the committeaegally at the beginning of each year. Actual camspéon
decisions with respect to our other Named Executifie€g are made by the committee generally at &griming of each year after receiving input from Fritsch. In
2009, grants of awards to directors and executifiees$ under our long-term equity incentive plan evalso pre-approved by the full Board based oméhemmendations
of the compensation and governance committee.

Our current executive compensation program is baped extensive input from Mercer Human Resource @lting, which the compensation and governance
committee retained in 1999, 2004 and 2007 to rewemexisting compensation philosophy and suggesigd changes based on recent trends and develtpimgracting
executive officer compensation and its best prastimowledge.

Compensation expense recorded by us in accordamicé-A8S 123R with respect to equity incentive awan@sed prior to 2008 generally were not considened i
setting compensation elements for 2008.

Other than Mr. Harris, none of our Named Executived@f has an employment agreement with us. We entered three-year employment contract with Mr. k&arr
on July 1, 2004. The contract is thereafter extdraigomatically for additional three-year period¢ess we give notice to Mr. Harris during the 60-gayiod ending one
year prior to expiration of the contract. Mr. Hamisty terminate the contract at any time upon 3&dayor written notice to us. The contract providesd minimum annuz
base salary of $305,000 for Mr. Harris, which mayifcreased by the committee.

We have change in control contracts with each ofdved-ritsch, Harris, Stevens, Anderson and Miliet provide for payments and benefits to suctcef§ upon an
actual or constructive termination within 36 monfittsn the date of a change in control. For additiem@mrmation about these arrangements, see “Changentrol
Arrangements” in this Compensation Discussion andlysis and “—Post-Employment Compensation.”

Section 162(m) of the Internal Revenue Code gelyedtehies a deduction for compensation in excesglofillion paid to certain executive officers, ess certain
performance, disclosure and stockholder approvplirements are met. Option grants and certain @tvards are intended to qualify as “performance-Basguipensation
not subject to the Section 162(m) deduction lindtat The committee believes that a substantiaigof compensation earned under our compensatimgrgm would be
exempted from the $1 million deduction limitatidfhe committee’s intention is to qualify, to the ext reasonable, a substantial portion of each ¢ixecofficer's
compensation for deductibility under applicable feaxs.
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Compensation Objectives and Componer@®mpensation for our officers, including Named Exae Officers, is based largely on the followingngiples:

. variable compensation is a significant part of pemsation with the percentage at-risk increasirggiter levels of responsibility;

. employee stock ownership aligns the interestdfafess and stockholders and results in officerarsty financially in the successes and shortcomafgair company
based in part upon their position responsibilityerall impact and assessed contribut

. performance-based compensation focuses officessrategic business objectives and aligns pay pétfiormance through performance-leveraged incentive
opportunities

. compensation must be competitive with that offdrgather companies that compete with us to ataadtretain the best possible executive talent; and

. differences in executive compensation should cefiéfering levels of responsibility and perforntanwithin our organization.

A key factor in determining levels of compensatisnthie pay practices of publictyaded office REITs with comparable revenues. Our jgeeup consists of tl
following publicly-traded office REITSs:

. Brandywine Realty Trust;

. Corporate Office Properties Trust;
. Duke Realty Corp.;

. Kilroy Realty Corp.;

. Liberty Property Trust;

. Mack-Cali Realty Corp.; and

. Parkway Properties, Inc.

Publicly-available data from the peer group was t@red in determining the proportions of base galaonuses, annual n@guity incentive compensation and eq
incentive compensation, as well as targeted totalpemsation. The data from our peer group is adjustéake into account differences in market céipdéion between the
peer group companies and our company. Overall cosapien is intended to be at, above or below conipetiévels depending upon our performance relatveur targete
performance and the performance of our peer group.

Base SalaryBase salaries for all of our employees are detexdhby position, which takes into consideration th@pg of job responsibilities and competitive market
compensation paid by other companies for similaitmms. Base salaries are also driven by markeipedition to attract and retain high quality emmeg. Our overall
approach to setting base salaries is to creatsastdin long-term stockholder value by balancingrmed to retain high-quality professionals whilatcolling the annual
growth of our general and administrative expenseasled guidelines established by our compensatiorgamdrnance committee, the target for total cashpemsation of
Named Executive Officers is approximately the! percentile compared to our peer group.

In April 2008, the base salaries for Named ExecuBifficers were increased by a nominal adjustmenes€hincreases were similar to the average incréasak of
our employees. In determining to increase baseiegJahe compensation and governance committesidemed, among other things, individual employeeitmeur planned
operating budget for 2008, cost of living increaisesur various divisional markets and publicly-gable data regarding the pay practices of our geeup and similarly
situated public companies in our geographic region.

The compensation and governance committee hasagpmanagement’'s recommendation that officer balseiss not be increased for 2009.

Annual Non-Equity Incentive Programln 2008, all of our officers, including Named ExegatOfficers, participated in our annual hon-equityentive program
pursuant to which they were eligible to earn
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cash payments (which were paid in March 2009) basapercentage of their annual base salary intdtfe®ecember 2008. Under this component of oucetiee
compensation program, officers are eligible to eafditional cash compensation to the extent spepéiformance-based metrics are achieved duringitis recently
completed year. The position held by each offi@s & target annual incentive percentage. For 2888arget annual incentive percentage was 130%foFritsch, 95% fo
Mr. Harris, 90% for Mr. Stevens, 75% for Mr. Milland 20% for Mr. Anderson. In addition to considgrthe pay practices of our peer group in detemgimiach officer's
annual incentive percentage, the committee alssiders the individual officer’s ability to influea@ur overall performance. The more senior thetjposwithin the
company, the greater the portion of compensatiahwvries with performance.

The amount an officer may earn under the annualetity incentive compensation program is the pobdfithe target annual incentive percentage tiame%actual
performance factor,Which can range from zero to 200%. The actual perémice factor depends upon the relationship betwetellgperformance in specific areas at eac
our divisions and predetermined goals. For Namedtikee Officers, who served as corporate executikging 2008, the actual performance factor wastas the goals
and criteria applied to our performance as a whedgticipants in our annual non-equity incentiveguam receive quarterly statements throughout #ae that illustrate our
forecasted performance under the varying criterldch we believe is an important tool in keeping employees focused on achieving our strategic goals

The components and weighting of each year’s metnib&h are set by the compensation and governarmendtee prior to or near the beginning of each yesapart
of our budgeting and strategic planning processjrdended to closely match our company’s overadirating and financial goals and provide our officgith direct “line of
sight” to focus their individual efforts to the aehement of the metrics. The performance critesieofficers during 2008, which were equally weightegre the following:

. growth in core funds from operations (“FFQO”);

. net operating income relative to budget;

. cash available for distribution (“CAD") payout i@tand
. average occupancy rates relative to budgeted rates

The compensation and governance committee sehtticegarget and maximum levels with respect tchezche factors. The following table sets fortfoimmation
about the metrics and actual performance factodgmuour annual non-equity incentive program for&00

Factor Threshold (50%) Target (100%) Maximum (200%)
Core FFO Growtl Projected Threshold Increase over P Projected Target Increase o0 Projected Maximum Increase o\
Year Prior Year Prior Year
Net Operating Incom Greater of 97% of Budgeted N Greater of 101.5% of Budget: 105% of Budgeted Net Operati
Operating Income or Year-Over-Year Net Operating Income or Year- Income
Growth in Actual Net Operating Over-Year Growth in Actual Net
Income of at Least 3¢ Income of at Least 5¢
CAD Payout Ratic 99.9% Projected Target Decrease bel Projected Maximum Decrea
Threshold Ratic below Threshold Rati
Average Occupanc 99.7% of Budgeted Avera¢ 100.2% of Budgeted Avera 100.9% of Budgeted Avera
Occupancy Occupancy Occupancy

If the threshold level is not satisfied with respieca particular factor, the actual performancediawould be zero with respect to that factor. Iffpenance exceeds
the threshold level but does not satisfy the taleyel, the actual performance factor would ranga siiding scale between 50% and 100% with respebatafactor. If
performance is between the target level and thermaxi level, the actual performance factor would eaag a sliding scale between 100% and 200% withergp that
factor. The performance factor
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used to determine the amount an executive couldin&2008 under the annual non-equity incentivegpam was the weighted average of the four factooswithstanding
the formulas described above, our compensatiorgamdrnance committee has retained the discretidrflexibility to increase or decrease the actuafgrenance factor
with respect to any particular year and/or any paldr officer to more appropriately reflect, in hemmittee’s sole judgment, actual performance ketagonditions,
unanticipated circumstances and other factors.cbhgensation and governance committee did not iseeits right to modify the actual performance éador any of the
Named Executive Officers in 2008. For 2008, the @gperformance factor under the -equity incentive program was 168% for each of thenkld Executive Officers.

The performance criteria for officers during 20@jch are equally weighted, are the following:

. reported FFO excluding any gains or impairmenseeiated with depreciable properties or joint veminterests and any unusual charges or creditsrtag occur and
excluding the impact of financing activities andl@iing dispositions closed in 200

. net operating income relative to budget; and

. average occupancy rates relative to budgeted. rates

The compensation and governance committee halkrsshbld, target and maximum levels with respeegith of the factors. The following table sets fanflormatior
about the metrics and actual performance factodgmuour annual non-equity incentive program for200

Factor Threshold (50%) Target (100%) Maximum (200%)
Reported FFC 97% of Budgeted Reported FF 100% of Budgeted Reported Fi 103% of Budgeted Reported Fi
Net Operating Incom 97% of Budgeted Net Operatil 100% of Budgeted Net Operati 104% of Budgeted Net Operati
Income Income Income
Average Occupancy 99% of Budgeted Average 100% of Budgeted Average 101% of Budgeted Average
Occupancy Occupancy Occupancy

We generally believe that the estimated probabiiftachievement of the threshold levels is 80% etbtimated probability of achievement of the tatgeels is 60%
and the estimated probability of achievement ofrtfzximum levels is 20%.

Equity Incentive Compensation—Overvie@ur officers, including our Named Executive Officaase eligible to receive equity incentive compeiasathat promotes
our longterm success by aligning their interests with titeriests of our stockholders. The equity incergiwards provide the executive officers with an owhnigrinterest ir
our company and a direct and demonstrable stakarisuccess to the extent of their position, resitility, overall impact and assessed contributMe have adopted stock
ownership guidelines for all of our officers. Fod#@@nal information, see “Corporate Governance eusiey Ownership of Certain Beneficial Owners and ldigement and
Related Stockholder Matters.”

Our compensation and governance committee authaingg of stock options and restricted stock awésddamed Executive Officers valued at amounts gédigera
ranging in the aggregate from 85% to 295% of taaitual base salary depending upon position withircompany. For the past eight years, such pergerstmount has
generally remained constant at 295% for our Chiefdative Officer, 180% for our Chief Operating Offic€hief Financial Officer and General Counsel aBdl@0% for
our regional Senior Vice Presidents. Such awardgemerally issued on or about March 1 of each yearthe grant date fair value of such awards B82€alculated in
accordance with FAS 123(R), see the “Grant Date Vraline of Stock and Option Awards” column in the gabhder “—Grants of Plan-Based Awards in 2008.” Diviien
received on restricted stock are non-forfeitable are paid at the same rate and on the same datestsres of our common stock.

13




Table of Contents

Equity Incentive Compensation—Stock OptioriEhe compensation and governance committee beltea¢stock option awards are an important and useful
component of our equity incentive compensation pang Like restricted stock, stock options offer lential to realize additional compensation i filiture upon
increases in the price of our common stock. Staatlons differ from restricted stock in several kagas. First, the receipt of stock options is gahenot taxable to holders
until exercise, at which time there is typicallyshavailable to the holder as a result of the sa#hares acquired upon exercise to pay the taarfe stock option exercises
generally have a positive impact on our cash flawmffinancing activities. Third, holders of stogstions, unlike restricted stock, are not entitledeceive dividends. Stot
options issued in 2008 and 2009, which expire &feen years, vest ratably on an annual basisfoveyears. If an officer dies or becomes permdgatisabled, except as
provided under our retirement plan, unexercisedkstptions generally are forfeited within six mosithf an officer otherwise leaves our employ foy a@ason other than fi
cause, except as provided under our retirement pleexercised stock options generally are forfefkede months after termination of employmentnifodficer’s
employment is terminated for cause, unexercisezksiptions are forfeited upon termination of empient.

Equity Incentive Compensation—Time-Based Restrictbck. The compensation and governance committee belteaéshe issuance of time-based restricted stock
is an important retention device and serves toraeteofficers from seeking other employment oppoities. Timebased restricted stock issued in 2008 and 2009 atdily
on an annual basis over a four-year term. If ait@ffieaves our employ at any time before the foartniversary of the date of grant, unvested stgarsrally are forfeited
except as otherwise provided under our retiremkzmt. p

Equity Incentive Compensation—Total Return-Basedd®décted StockThe compensation and governance committee belteeassuance of total return-based
restricted stock directly aligns the interests af officers with stockholder interests. One of otuingipal goals is to provide our stockholders wittreattive risk-adjusted
returns on their investment through the consighagment of quarterly dividends and stock price apiation. Total return is defined as the sum olstarice appreciation
plus reinvested dividends over the stock valudatieginning of the applicable period.

Shares of total return-based restricted stock s§u€008 and 2009 will generally vest only to theéent our absolute total return for the applicabtee-year period
ended December Fis at least 22%. Accordingly, if our absolute tateturn is not at least 22%, all of the total ratbased restricted stock will be forfeited at thd efithe
period, except as otherwise described below. If bephute total return ranges between 22% and 44%pefreentage of total retubrased restricted stock that vests will re
between 50% and 100%. If our absolute total retanges between 44% and 88%, all of the total-rdtased restricted stock will vest and we will issneamount of
additional shares up to 150% of the original totélirn-based restricted stock award. These additglmares, if any, would be fully vested when issdgtwithstanding the
foregoing, if our total return is not at least 2Bt our total return index exceeds 100% of the geeup index, then 50% of the total return-basattiged stock will vest at
the end of the applicable period. If an officendesour employ at any time before the end of theetlyear cycle, all of the total return-based retsdl stock generally will be
forfeited except as provided under our retiremdau p
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Equity Incentive Compensation—Performance-Based Rieted Stock.The compensation and governance committee belteeassuance of performance-based
restricted stock from time to time is an importardtivational tool designed to reward our officershnadditional equity incentive compensation toekeent specific
performance-based metrics are achieved over afaimge horizon than under our annual non-equitetive plan. The components and weighting of th&iosefor the
grants of performance-based restricted stock ir82@€re intended to closely match the goals of aateggic planning process.

The company-wide performance criteria for perforngabased restricted stock issued during 2008, wénietequally weighted, are the following financial and
operating measures for the three-year period ebéeember 31, 2010:

« cumulative three-year FFO per diluted share (a€§juo eliminate unusual debits and credits indieretion of the compensation and
governance committee

* cumulative three-year free cash flow; and

« cumulative three-year investment activity, whiohludes development, disposition, acquisition, vetigoment and joint venture
activity.

At the beginning of 2008, the compensation and gavere committee set the following threshold, taeget maximum levels with respect to each of theofact

Factor Threshold (50%) Target (100%) Maximum (150%)
Cumulative Thre-Year FFO Per Shal 97.6% of interna 100.0% of interna 103.0% of interna
strategic goa strategic goa strategic goa
Cumulative Thre-Year Free Cash Flo 71.4% of interna 100.0% of interna 142.9% of interna
strategic goa strategic goa strategic goa
Cumulative Thre-Year Investment Activity 66.7% of interna 100.0% of interna 133.3% of interna
strategic goa strategic goa strategic goa

For grants of performance-based restricted stockyelieve that the estimated probability of achieeatof the threshold levels is 80%, estimated pooitaof
achievement of the target levels is 60% and estichptobability of achievement of the maximum leugl20%. If the threshold level is not satisfiedbd®ecember 31, 201
with respect to a particular factor, the vestingcpatage would be zero with respect to that factgreiformance is between the threshold level andatfyet level, the
vesting percentage would range on a sliding scdledsm 50% and 100% with respect to that factor. ifgpemance is between the target level and the maxinewel, the
vesting percentage would range on a sliding scaledsn 100% and 150% with respect to that factor.nitimeber of shares of performanieased restricted stock that vesi
December 31, 2010 will be based on the overall aeepaghese vesting percentages. Unvested shapesfofmance-based restricted stock would be fodeateDecember
31, 2010. We will issue an amount of additional ekarp to 50% of the original total performance-Hasstricted stock award to the extent the ovenagrage of the vesting
percentages exceeds 100%. These additional sifeaag, would be fully vested when issued. If ana#f leaves our employ at any time before the drideothree-year
cycle, all of the performance-based restrictedistssued in 2008 generally will be forfeited excaptotherwise provided under our retirement plan.

Officers receive quarterly statements throughoutlihee-year period that specifically illustrate toidate and forecasted performance under thengugyiteria. We
believe this is an important tool in keeping ouiaars focused on attaining the higher levels ef¢hteria and delivering tangible and concreteltsghat create sustainable
long-term stockholder value.

In lieu of granting performance-based restrictedlsin 2009, the compensation and governance caserauthorized the granting of additional totalinetbased
restricted stock, which the committee believes nubrectly aligns the interests of officers with tinéerests of our stockholders.
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Employee Benefits and PerquisiteSach officer receives the same company-wide bereitre generally available to all other salarragleyees, such as short- and
long-term disability insurance, basic life insuraramd eligibility for supplemental health and lifisurance, access to flexible health care reimiouesé accounts and 401 (k)
matching. Officers participate in the same compamgewiealth insurance program, except that we payfiwerss family premium. Additionally, officers arentitled to
receive additional annual perquisites not widelyilabée to all salaried employees, typically itenugls as a car allowance and, subject to limitatiocgisgbursement for
personal financial consulting services and thescofa physical exam not otherwise covered by oalthénsurance. We also reimbursed Mr. Fritsch ¢axagrossed-up
basis for additional life insurance coverage du008. Officers may also elect to defer a portiotheir base salary and/or annual bonus under awquoalified deferred
compensation plan.

Change in Control Arrangementd/Ve have change in control agreements with Messitsch, Harris, Stevens, Miller and Anderson thatvite benefits to such
officers in the event of actual or constructivertaration of employment within a three-year perifigtaa change in control involving our company. ©@ampensation and
governance committee believes the benefits paygitia a termination of employment following a chaigeontrol are reasonable relative to similar agements involving
executive officers of our peer companies and appiant to ensure the retention and focus of kepleyees in the event our Board determines thatymgsa potential
change in control is in our stockholders’ bestriesé

Retirement PlanWe have a retirement plan applicable to all empisyeho, at the time of retirement, have at leaste20s of continuous qualified service or are at
least 55 years old and have at least 10 yearsmincmus qualified service. Subject to one-yearaate written notice and execution of a non-compgteeanent with us,
eligible retirees would be entitled to receive a @@ amount of the annual non-equity incentive pensation earned during the year of retirementkStptions and time-
based restricted stock granted to such eligibleeeetiuring his or her employment would be nonditable and vest according to the terms of thegiwal grants. Eligible
retirees would also be entitled to retain any penforce-based and total return-based restricted stigikally granted to such eligible retiree durimg or her employment
that subsequently vests after the retirement daterding to the terms of their original grants. Hemefits of the retirement plan apply only toregtd stock and stock
option grants beginning in 2006 and are being phas25% on March 1, 2006 and 25% on each anniwethareof. Grants made prior to 2006 are unaffected
Messrs. Anderson and Harris are currently eligibleeteive benefits under this plan in the evemetfement.
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Summary Compensation Table

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

Nonqualified Non-Equity

Name and Stock  Option Deferred Incentive Plan All Other
Principal Awards Awards Compensation Compensation Compensation
Position Year Salary Bonus (1) (2) Earnings (3) (4) Total
Edward J. Fritscl 200¢ $ 536,51 — $2,048,60: $312,58( $ 617 $ 1,179,99. $ 679,74: $ 4,758,04!

President and

CEO 2007 $ 476,14¢ — $1,680,90: $273,66¢ $ 581% 877,85¢ $ 655,53 $ 3,964,69!
200€$428,31:$135,00(% 678,33:$216,47. $ 55C $ 543,33¢ $ 199,57¢$ 2,201,58.
Michael E. Harris 200¢ $ 357,67 — $1,057,811$190,86¢ $ 762 % 574,86¢ $ 145,04 $ 2,327,03:
Executive Vice 2007%$340,09:$ 50,00(% 857,01¢$165,33. $ 1,042 % 427,678 $ 145,40¢ $ 1,986,56:
President and
COO 200€ $323,75($ 60,60($ 394,39(%$124,80¢ $ 1,18 % 330,48t $ 107,45¢$ 1,342,67
Terry L. Steven: 200¢ $ 337,23 — $ 378,000$114,93t $ 1,18( $ 513,49: $ 86,23: $ 1,431,08!
Senior Vice
Presiden 2007 $ 291,67¢ —$ 336,08:$ 95,81 $ 1,112 % 382,01 $ 74,72( $ 1,181,41!
and CFC 200¢€ $ 256,39: —$ 310,38t$ 71,31! $ 1,05: % 209,73 $ 65,97: $ 914,85t
Gene H.
Anderson 200¢ $ 255,48: —$ 427,20t 77,020 $ 1,81: % 86,44t $ 82,06: $ 930,027
Senior Vice
Presiden 2007 $ 247,58« —$ 352,74.$ 69,08 $ 2,461% 158,07: $ 70,237 $ 900,18:
200€$238,83: % 27,00(% 176,31 $ 54,64( $ 2,93($ 185,62¢ $ 53,13¢: $ 738,48(
Jeffrey D. Miller
Vice President,
General Counst
and Secretar 200¢ $ 256,75¢ —$ 175,83:$ 42,02 —3 325,79t $ 59,11¢ $ 859,52

1)

(2)

3)
(4)

Consists of compensation expense recorded liry accordance with FAS 123(R) with respect tmatstanding restricted stock, including
restricted stock granted in prior periods. Forinfation regarding our assumptions in the valuatiboutstanding restricted stock and
restricted stock forfeitures, see Note 6 to thed@tidated Financial Statements in our 2008 AnnugddRt. For additional information,
including the grant date fair value of restrictéatck granted in 2008, see “—Grants of Plan-Basedwiia.”

Consists of compensation expense recorded by arscordance with FAS 123(R) with respect to all tatding stock options, includir
stock options granted in prior periods. For infotimaregarding our assumptions in the valuationutstanding stock options and stock
option forfeitures, see Note 6 to the Consoliddtgdncial Statements in our 2008 Annual Report.déalitional information, including the
grant date fair value of stock options granteddf&, see “—Grants of Plan-Based Awards.”

Consists of cash amounts earned under our anno-equity incentive program. All such cash payoutsedrunder these programs i
given year were paid in the following year.

Consists of amounts contributed by us under thar$g&leferral and Profit Sharing Plan and other pisites as described unc
“Compensation Discussion and Analysis — Employerefits and Perquisites.” For 2008, such amountialdades dividends received on
outstanding restricted stock, which consisted df2$376 for Mr. Fritsch, $115,940 for Mr. Harris, 2876 for Mr. Stevens, $47,712 for
Mr. Anderson and $29,299 for Mr. Miller. For 20@nich amount also includes dividends received ostauding restricted stock, which
consisted of $290,867 for Mr. Fritsch, $113,006Nbt Harris, $53,714 for Mr. Stevens and $48,907Mo. Anderson. For 2006, such
amount also includes dividends received on outatgnestricted stock, which consisted of $148,9@4Mr. Fritsch, $65,461 for Mr. Harr
$43,801 for Mr. Stevens and $32,028 for Mr. Andardeor Mr. Fritsch, such amount also includes $823 for life insurance premiums,
$13,422 for personal and business use of a veaimde$13,141 in financial consulting services in@0EB23,492 for life insurance
premiums, $12,745 for personal and business uaevehicle and $12,075 in financial consulting sgesiin 2007, and $13,862 for life
insurance premiums and $11,360 for personal anidéssuse of a vehicle in 2006. For Mr. Harris hsamount also includes $13,795 for
club memberships not used exclusively for busieassrtainment purposes in 2006. For Mr. Andersooh smount also includes $12,236
for financial consulting services in 2008.
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Grants of Plan-Based Awards in 2008

The table below sets forth information with respgeqgblan-based awards granted in 2008 to the Namecuixe Officers. The grant date for all equity intige plan

awards was March 3, 2008.

Name and Type of Award Estimated Possible Payouts Estimated Future Payouts  All Grant
Under Non-Equity Incentive Under Equity Incentive Other  All Other Date
Plan Awards (1) Plan Awards (2) Stock  Option Per Fair
Awards; Awards: Share Value of
Number of Exercise Stock
Shares Securities Price of and
Threshold Maximum Threshold Target Maximum of Stock Underlying Option Option
Target Options Awards Awards
$) $) $) (#) (#) #) (#) #) ($/sh)  ($) (3)
Edward J. Fritscl
Annual Nor-Equity Incentive $ 351,48($702,97' $1,405,95!
Performance-Based Restricted
Stock 5,30z 10,60: 15,90¢ $ 319,99¢
Total Return-Based Restricted
Stock 5,30z 10,60: 26,50¢ $ 319,99¢
Time-Based Restricted Stos 21,20¢ $ 639,99°
Stock Options 100,32¢$ 29.4¢$ 319,04
Michael E. Harris
Annual Nor-Equity Incentive $ 171,23t$342,47'$ 684,95(
Performance-Based Restricted
Stock 2,157 4,31: 6,46¢ $ 130,16¢
Total Return-Based Restricted
Stock 2,157 4,31: 10,78: $ 130,16¢
Time-Based Restricted Stou 8,62¢ $ 260,33
Stock Options 40,81:$ 29.4¢$ 129,77¢
Terry L. Steven:
Annual Nor-Equity Incentive $ 152,95!$305,91($ 611,82(
Performance-Based Restricted
Stock 2,032 4,067 6,10( $122,74:
Total Return-Based Restricted
Stock 2,032 4,067 10,16¢ $ 122,74:
Time-Based Restricted Stos 8,13: $ 245,45:
Stock Options 38,47¢$ 29.4¢$ 122,36:
Gene H. Anderso
Annual Nor-Equity Incentive $ 25,75($ 51,50($ 103,00(
Performance-Based Restricted
Stock 85€ 1,71: 2,56¢ $ 51,66¢
Total Return-Based Restricted
Stock 85€ 1,71: 4,28( $ 51,66¢
Time-Based Restricted Stos 3,42¢ $ 103,30¢
Stock Options 16,19t$ 29.4¢$ 51,50(
Jeffrey D. Miller
Annual Nor-Equity Incentive $ 97,04¢$194,09:$ 388,18:
Performance-Based Restricted
Stock 1,54¢ 3,09¢ 4,644 $ 93,437
Total Return-Based Restricted
Stock 1,54¢ 3,09¢ 7,74( $ 93,43%
Time-Based Restricted Stou 6,19: $ 186,90!

Stock Options

29,29¢$ 29.4¢$ 93,16¢

(1) The “Estimated Possible Payouts Under Non-fduacentive Plan Awards” columns reflect the thralgl, target and maximum cash



%)

@)

amounts that our Named Executive Officers werdldégo earn in 2008 under our annual non-equitgitive program. The “Non-Equity
Incentive Plan Compensation” column in the tabldexri—Summary Compensationicludes actual cash amounts earned under thess
by our Named Executive Officers for 2008.

The “Estimated Future Payouts Under Equityetive Plan Awards” columns reflect the numberhafres of performance-based restricted
stock and total return-based restricted stockulilatest in the future assuming threshold, targed maximum levels are satisfied. The
number of shares of restricted stock set fortthetarget column reflects the actual number ofeshaf restricted stock granted to such
Named Executive Officer in 2008. None of the res#d stock granted in 2008 had vested as of DeaeBih@008

Reflects the fair value of each applicable grargtotk options and restricted stock, in accordavite FAS 123(R). For a description of ¢
accounting policies and information regarding takglation of the fair value of awards of stockiops, total return-based restricted stock
and time-based restricted stock, see Note 6 t€ousolidated Financial Statements included in @d82Annual Report. For determining
the fair value of awards of performance-basediotstt stock, we have assumed that target levgieiddrmance will be achieved.
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Outstanding Equity Awards at 2008 Fiscal Year-End

The following table sets forth information with resp&o outstanding equity awards held by the Nameethtive Officers as of December 31, 2008, whichaisell on
our year-end stock price of $27.36 per share:

Option Awards Stock Awards
Equity
Equity Incentive
Incentive Plan
Number Plan Awards:
of Awards: Market
Shares Number or Payout
Number Number of Market of Value of
of of Stock Value of Unearned Unearned
Securities Securities That Shares of Shares Shares
Underlying Underlying Have Stock That That
Unexercise( Unexercised Option Option Not That Have Not Have Not
Options Options Exercise Expiration Vested Have Not Vested Vested
Name Exercisable Unexercisable Price Date (1) Vested (1 (2) (2)
Edward J. Fritscl 89,316 $ 24.99 2/28/11
Edward J. Fritscl 48,570 $ 21.01 2/28/13
Edward J. Fritscl 85,888 $ 26.15 2/28/14
Edward J. Fritsck
) 146,667 48,888 $ 26.27 2/29/12
Edward J. Fritsck
4) 36,433 36,432 $ 32.37 2/28/13
Edward J. Fritsck
(5) 10,408 31,225 $ 42.03 3/01/14
Edward J. Fritsck
(6) 100,328 $ 29.48 3/02/15
Edward J. Fritscl 131,65 $3,602,08 32,96( $ 901,78t
Michael E. Harris
3) 22,548 $ 26.27 2/29/12
Michael E. Harris
(4) 16,803 16,803 $ 32.37 2/28/13
Michael E. Harris
(5) 4,800 14,402 $ 42.03 3/01/14
Michael E. Harris
(6) 40,811 $ 29.48 3/02/15
Michael E. Harris 45,187  $1,236,31! 14,04¢ $ 384,35:
Terry L. Stevens
) 17,857 $ 26.27 2/29/12
Terry L. Stevens
(4) 13,308 13,306 $ 32.37 2/28/13
Terry L. Stevens
(5) 3,801 11,405 $ 42.03 3/01/14
Terry L. Stevens
(6) 38,479 $ 29.48 3/02/15
Terry L. Steven: 20,227 $553,411 12,42¢ $ 340,03(
Gene H. Andersc 34,417 $ 26.15 2/28/14
Gene H. Andersc
3) 27,723 9,241 $ 26.27 2/29/12
Gene H. Andersc
4) 6,887 6,886 $ 32.37 2/28/13
Gene H. Andersc
(5) 1,971 5,915 $ 42.03 3/01/14
Gene H. Andersc
(6) 16,195 $ 29.48 3/02/15

Gene H. Andersc 18,40¢  $5083,67C 5,65( $ 154,58



Jeffrey D. Miller

(5) 3,701 11,103 $ 41.08  3/23/14
Jeffrey D. Miller
(6) 29,298 $ 29.48 3/02/15
Jeffrey D. Miller 9,48C  $259,373 10,57¢ $ 289,35¢

(1) Consists of tim-based restricted stoc

(2) Consists of performan-based restricted stock and total re-based restricted stoc

(3) Such stock options were issued in March 2005. &haining unexercisable stock options became exdeion March 1, 200!
(4) Such stock options were issued in March 2006 astire¢ably on an annual basis over a-year term

(5) Such stock options were issued in March 2007 astre¢ably on an annual basis over a-year term

(6) Such stock options were issued in March 2008 astire¢ably on an annual basis over a-year term

Option Exercises and Stock Vested in 2008

The following table sets forth information with respéo the exercise of stock options and vestingesfricted stock by the Named Executive Officersnip2008:

Option Awards Stock Awards
Number of Number of
Shares Shares

Acquired on  Value Realized Acquired on  Value Realized
Name Exercise on Exercise Vesting on Vesting
Edward J. Fritscl 123,14« $ 2,153,38 66,39! $ 1,816,51.
Michael E. Harris 145,710 $ 1,692,03 28,97¢ $ 792,86!
Terry L. Steven: 62,46¢ $ 654,95! 13,07C $ 357,59!
Gene H. Anderso 136,63( $ 1,746,64. 13,07 $ 357,67
Jeffrey D. Miller — — 1,09¢ $ 29,987
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Nonqualified Deferred Compensation in 2008

In 2008, each Named Executive Officer could eleatdfer all or a portion of his base salary, bomd/@r amounts paid under our annual non-equityritice plan,
which is then invested in unrelated mutual fundseuradir non-qualified deferred compensation plare iflvestment options under the deferred compemsptan are
identical to the investment options available teeaiployees under our Salary Deferral and ProférBty Plan, except that the funds remain assatsiofompany until
payout. Payout elections, which are made at theetiso of each participant, must be made duringrinr to the year in which the deferral occursrexguired by applicable
income tax regulations. None of the Named Executiie€@s received any payouts during 2008.

Prior to January 1, 2006, executive officers amdadors also could elect to defer cash compensédionvestment in units of phantom stock. At thel efieach
calendar quarter, any executive officer and dineetoo deferred compensation into phantom stock wedited with units of phantom stock at a 15% discoDntidends on
the phantom stock are assumed to be issued in@witinits of phantom stock at a 15% discount.

The following table sets forth information with resp& nonqualified deferred compensation of the Nadleecutive Officers during 2008:

Aggregate Aggregate
Balance at Executive Balance at
December 31, Contributions Aggregate December 31,
Name 2007 (1) Earnings (2) 2008
Edward J. Fritscl $ 1,181,51 $ 1,190,13 $ (692,061 $ 1,679,58
Michael E. Harris $ 211,62 $ 100,69¢ $ (95,817 $ 216,50t
Terry L. Steven: $ 342,34¢ —$ (74,155 $ 268,19(
Gene H. Anderso $ 395,95¢ $ 93,99! $ (85,873 $ 404,07:

Jeffrey D. Miller — — — —

(1) Such amounts consist of earnings in 2008ahatlso reported under “—Summary CompensationeTabl

(2) Consists of changes in the value of defeiralgsted in unrelated mutual funds and units ohpdva stock and includes the value
attributable to the assumed issuance of additipinahtom stock at a 15% discount upon the declarati@a dividend. The value attributable
to the assumed issuance of additional phantom stoakl5% discount upon the declaration of a dividie also reflected in the
“Nonqualified Deferred Compensation Earnings” cotuamder “—Summary Compensation Table.”

Post-Employment Compensation

Post-Employment Benefits for Mr.Harris. Our employment contract with Mr. Harris restricts Hiom competing with us during employment and, exéegertain
circumstances, for a one-year period after terrronaif employment. His employment contract provittes among other things, severance payments iekat of
termination by us without cause or termination by Marris for good reason equal to his base salany ith effect for the greater of one year from theedf termination or
the remaining term of the contract. The followingrsarios assume the employment of Mr. Harris had beeninated as of December 31, 2008. In the evehis death, in
addition to the benefits payable under his termiliurance policy, the estate of Mr. Harris wowdstdnbeen entitled to receive a cash payment of 9&@4all of his
unvested time-based restricted stock would havesgtéstmediately, a pro rata portion of his totaliratbased restricted stock and performance-bastdcted stock as of
the date of his death would have been non-forfedtabd continue to vest according to the termseif tiriginal grants and his stock options exerdisals of December 31,
2008 would have continued to be exercisable fox-an®nth period thereafter. In the event of hisabifity, Mr. Harris would have been entitled to rieeea cash payment of
$180,250, all of his unvested restricted stock wdnslde been non-forfeitable and would have contirtaagst according to the terms of their originargs and stock
options exercisable as of December 31, 2008 woaNe ltontinued to be exercisable for a six-montiopehereafter. In the event of termination by utheiit cause or by
him with good reason, Mr. Harris would have beentlestito receive a cash payment of $935,369, cominbenefits
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valued at $12,516 and all of his unvested resttisteck and outstanding stock options, whether othem exercisable, would have been non-forfeitable would have
vested automatically. In the event of terminatigrMr. Harris without good reason, Mr. Harris would bayeen entitled to receive a cash payment of $20@shtinuing
benefits valued at $1,043 and his stock optionsoésable as of December 31, 2008 would have contditaide exercisable for a three-month period tHeredor
information regarding his outstanding restrictestktand stock options as of December 31, 2008;s&2utstanding Equity Awards at 2008 Fiscal Year-End.”

Post-Employment Benefits for Messrskritsch, Stevens, Anderson and Milletnder the terms of the applicable equity awardshénevent the employment of any
Messrs. Fritsch, Stevens, Anderson or Miller haghtterminated as of December 31, 2008 due to teaithdin addition to the benefits payable undeir teem life insuranc
policy, all of their unvested time-based restricséatk would have vested immediately, all of thetat return-based restricted stock and performdmased restricted stock
would have been non-forfeitable and continue to aesbrding to the terms of their original grants &émeir stock options exercisable as of DecembgP3@8 would have
continued to be exercisable for a six-month peti@deafter. In the event the employment of any esds. Fritsch, Stevens, Anderson or Miller hachlteeminated as of
December 31, 2008 due to their disability, all afithunvested restricted stock would have been ndeifable and continue to vest according to thengeof their original
grants and stock options exercisable as of DeceBher008 would have continued to be exercisabla &ik-month period thereafter. For information relijag outstanding
restricted stock and stock options as of Decembge?@®18, see “—Outstanding Equity Awards at 2008 Figear-End.”

Benefits Upon a Change in ControWe have change in control agreements with eachesfské. Fritsch, Harris, Stevens, Anderson and Mhktr provide benefits to
such officers in the event of certain voluntaryraoluntary actual or constructive termination afgoyment within a three-year period after a changesontrol involving
our company. The agreements generally provide ifhatthin 36 months from the date of a change inteol, the employment of the executive officerdsninated without
cause, including a voluntary termination becaush sxecutive officer’s responsibilities are changsdary is reduced or responsibilities are diniegor because of a
voluntary termination for any reason in months 18 pr 15 following the change in control, such exiveuofficer will be entitled to receive 2.99 timasase amount. An
executive’s base amount for these purposes is égua&l times the highest monthly salary paid toekecutive during the 12-month period ending piacthe change in
control plus the greater of (1) the average ameanted under our annual non-equity incentive praga the preceding three years or (2) the amoantesl under such
program during the most recently completed fisegry Each executive officer would also be entitlpdruany such termination to receive an additiote bonus otherwise
payable on the first anniversary of the changeoimtrol in an amount equal the base amount reféaéuthe preceding sentence. In the event of aghan control,

Messrs. Fritsch, Harris, Stevens, Anderson andekéte each also entitled to receive a gross-umpat/to pay for any applicable excise taxes onsxparachute
payments, whether or not their employment is terteithaAs of April 13, 2009, the expiration date lo¢ thange in control agreements will be April 13,200he expiration
dates of the change in control agreements are aticatly extended for one additional year on eautiveersary date unless we give notice at least §6 geor to such
anniversary date that the term will not be extended.

For purposes of these arrangements, “change imatbgenerally means any of the following events:
¢ the acquisition by a third party of 20% or morenaf then-outstanding common stock;

« the individuals who currently constitute the BoafDirectors (or individuals who subsequently beeadirectors whose elections or nominati
were approved by at least a majority of the dinectwirrently constituting the Board of Directorgpse for any reason to constitute a majority of
the Board of Directors

« approval by our stockholders of a reorganizatinarger or consolidation in which we are not thevsiimg entity; or

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

21




Table of Contents

The table set forth below describes the benefitsdvie Fritsch, Harris, Stevens, Anderson and Milleulds have each received under our change in coagr@ements
assuming the employment of such officers had besemimated in connection with a change in contrat thiccurred as of December 31, 2008. For purpostssafable, we
assume the per share price of our common stocl$@a86, which was the closing price on the NYSE onebrdser 31, 2008. Our equity incentive plans providehe
immediate vesting of all options, restricted stackl benefits upon a change in control. The valustaifk options and restricted stock that vestear poi the change in
control and other benefits that are payable in mt@oe with their terms, regardless of the occugai@ change in control, such as benefits undedeferred compensati
plan and retirement plan, are not deemed underr8EE€ to be payments upon a termination followirghange in control.

Value of Vesting of
Performance-Based

Value of Vesting and Excise Tax

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

Name Payment (1) Benefits (2) Restricted Stock (3] Restricted Stock (4)  Stock Options (5) Payments
Edward J. Fritscl $ 8,045,76: $ 1,750,76! $ 3,602,08 % 917,53. $ 53,28¢ $ 3,995,59.
Michael E. Harris $ 4,306,99 $ 157,45¢ $ 1,236,311 $ 399,52: $ 24,57 —
Terry L. Steven: $ 391852 $ 74,728 $ 553,41: $ 343,13¢ $ 19,46¢ $ 1,591,29.
Gene H. Anderso $ 1,665,78 $ 40,20¢ $ 503,67( $ 149,90 $ 10,07: $ 663,29
Jeffrey D. Miller $ 2,658,28 $ 108,14( $ 259,37. % 199,61¢ — $ 1,284,93

(1) Includes amounts earned under our annualeguiity incentive program for 2008 but unpaid aBetember 31, 2008. The change in col
agreements require the payment to our Named ExecOfificers of amounts earned but unpaid as oflttie of the change in control. Such
amounts, which are deemed to have been earne®8) afe also reflected under “—Summary Compensdtaine.”

(2) Consists of the present actuarial benefits of caimig health care and other benefits. Upon a teatiain in connection with a change
control, Messrs. Fritsch, Harris and Anderson walsi be entitled to receive continuing health fasae coverage until such officer
becomes eligible for standard medical benefits uivklicare.

(3) Consists of all outstanding shares of i-based restricted stock held by such Named Exec@tfieer that had not vested as of Decerr
31, 2008.

(4) Consists of all outstanding shares of perform-based and total ret.-based restricted stock held by such Named ExecQtifieer that
had not vested as of December 31, 2008.

(5) Consists of all outstanding stock options held loghsNamed Executive Officer that had not vestedf &ecember 31, 200!

In the event the employment of the Named Executiice€6 had not been terminated in connection withange in control that occurred as of Decembe2308, all
of the outstanding restricted stock and unexertgsstiock options (the in-the-money values of whach set forth in the table above) would have veasedf such date.
Additionally, the Named Executive Officers would hdeen eligible to receive a stay bonus on the dinstiversary of the change in control in an amegpial to 12 times
the highest monthly salary paid to the executivenduthe 12-month period ending prior to the chaimgeontrol plus the greater of (1) the average amhearned under our
annual non-equity incentive program for the presgdhree years or (2) the amount earned undermagitam during the most recently completed fisesry Assuming a
change in control had occurred as of December 318,26e stay bonus payable on December 31, 2008awe been $1,720,744 for Mr. Fritsch, $935,38Mr. Harris,
$853,392 for Mr. Stevens, $395,825 for Mr. Anderaod $584,584 for Mr. Miller. Mr. Miller also wouldave been entitled to receive a tax groggpayment of $309,263
pay applicable excise tax. Messrs. Fritsch, Ha8isyens or Anderson would not have been subjeptdise tax in the event of continued employment.
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Director Compensation in 2008

During 2008, the Chair of the Board of Directorseiged a base retainer at an annual rate of $6&08®ther non-employee directors received basmeetaat an
annual rate of $45,000. Members of the audit, ethee@nd compensation and governance committeesvezt additional retainers at an annual rate dd@5for each
committee, except that the additional annual retaiate was $10,000 for the chair of the compeasand governance committee and $20,000 for thie chthe audit
committee. Non-employee directors on the investroentmittee received additional retainers at an amate of $10,000 plus $500 per day for propersitsi Non-
employee directors do not receive additional feesftendance at meetings or participation in c@mfee calls of the Board or its committees. Eaahremployee director
also receives a grant of restricted stock at tlygnipéng of each year with a value of approximated® $00. In 2009, grants of equity incentive compéns to directors wel
pre-approved by our full Board.

The table set forth below provides information cenming the compensation of persons serving as mpiegee directors during 2008:

Nonqualified
Deferred
Fees Earned ol Compensation All Other
Name Paid in Cash Stock Awards (1) Earnings (2) Compensation (3) Total
Thomas W. Adle $ 60,000 $ 43,00: — $ 6,907 $ 109,90¢
Kay N. Callison (4, $ 51,25 $ 43,00: — $ 6,907 $ 101,15¢
Lawrence S. Kapla $ 65,000 $ 43,00: $ 10C $ 6,907 $ 115,00¢
Sherry A. Kelletl $ 50,00 $ 37,58. — 6,457 $  94,03¢
L. Glenn Orr, Jr $ 60,00 $ 43,00 — $ 6,907 $ 109,90¢
O. Temple Sloan, J $ 80,00 $ 54,72¢ % 75¢ % 8,091 $ 143,57

(1) Consists of compensation expense recorded liry accordance with FAS 123(R) with respect tmatktanding restricted stock, including
restricted stock granted prior to 2008. Restrictedk issued in 2008 to directors will vest ratatryan annual basis over a four-year term.
Dividends received on restricted stock are noneftable and are paid at the same rate and on the date as on shares of our common
stock. The following sets forth information aboestricted stock granted to our non-employee diredto2008 and all outstanding equity
incentive awards held by such directors at Decer@beP008 (which include stock options issued thadirectors in prior years):

Total Shares o

Restricted  Stock Options

Shares of Stock
Restricted FAS 123R Grant Date Outstanding at Outstanding
Stock Fair Value of Stock at Weighted Average
Granted in Awards December 31, December 31 Exercise Price Per
2008 Granted in 2008 2008 2008 Stock Option
Name #) $) #) #) )
Thomas W. Adle 1,948 $ 57,466 3,828 30,00C $ 23.47
Kay N. Callison 1,948 $ 57,466 3,828 14,000 $ 22.60
Lawrence S. Kapla 1,948 $ 57,466 3,828 17,22¢ $ 21.28
Sherry A. Kelleti 1,948 $ 57,466 3,641 10,000 $ 27.62
L. Glenn Orr, Jr 1,948 $ 57,466 3,828 — —
O. Temple Sloan, J 1,948 $ 57,466 4,385 — —

(2) Prior to 2006, non-employee directors couiteto defer cash compensation for investment its wfi phantom stock. At the end of each
calendar quarter, any director who deferred comgt@nrsinto phantom stock was credited with unitpledntom stock at a 15% discount.
Dividends on the phantom units are assumed tosoedsin additional units of phantom stock at a Th86ount. Directors who deferred
compensation prior to 2006 in this manner, howesentinue to be credited with additional units bptom stock at a 15% discount upon
the declaration of dividends. The amount set fortthe table consists of the value attributablagsumed issuance of additional phantom
stock at a 15% discount upon the declaration a¥idehd, but such amounts do not take into accfluntuations in the implied value of
such phantom stock based on changes in the valugr @ommon stock.

(3) Consists of dividends received in 2008 on outstamdéstricted stock. Such dividends are-forfeitable and are paid at the same rate
on the same date as on shares of our common stock.

(4) Ms. Callison retired from the Board of Dirextan February 2009.
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PROPOSAL TWO:
RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The audit committee intends to appoint Deloitte &@loe LLP to serve as our independent registerelicpatcounting firm for 2009. If the appointment®éloitte &
Touche LLP is not ratified, the audit committeeiephtes that it will nevertheless engage Deloitt&@iche LLP as our independent registered pubtowaating firm for
20009, but it will consider whether it should seledlifferent independent registered public accountimyg for 2010.

Representatives of Deloitte & Touche LLP are expétd be present in person or by telephone at #eting and will have the opportunity to make a stetet if they
desire to do so. They are also expected to beadblaito respond to appropriate questions.

The Board of Directors recommends a vote FOR thisgosal.
Principal Accountant Fees

Aggregate fees recorded in our financial statemfentsrofessional services rendered by our independmistered public accounting firm for 2007 a2 were as
follows:

2008 2007
Audit Fees (1) $ 1,276,00¢ $ 3,042,70<
Audit-Related Fees (¢ — $ 174,500
Tax Fees (3 $ 54,279 $ 93,331

(1) Consist of fees billed for professional seegicendered for the audit of our consolidated firerstatements and review of the interim
consolidated financial statements included in auwarterly reports. Also includes fees billed forfessional services associated with SEC
registration statements, periodic reports and albeuments filed with the SEC or other documersséad in connection with securities
offerings (e.g., comfort letters and consents) asgisting in responding to SEC comment letters.

(2) Consist of fees billed for professional servicesannection with consultations with our managenaantio the accounting or disclosi
treatment of transactions or events and/or theahotupotential impact of financial or proposedesylstandards or interpretations by the
SEC, PCAOB, FASB, or other regulatory or standanttivsy bodies.

(3) Consist of fees billed for professional seegidor tax compliance, tax advice and tax planning.

Pre-Approval Policies

The audit committee has adopted a policy requittiegpre-approval of all fees paid to our independegistered public accounting firm. All fees paidotur
independent registered public accounting firm fawies incurred during 2008 were pre-approved aoatance with the committeepolicies. Before independent registe
public accounting firms are engaged to render anyice for us or any of our wholly owned subsidiaribe proposed services must either be specifipayapproved by th
audit committee or such services must fall withiteéegory of services that are pre-approved bytitit committee without specific case-bgse consideration. Any servir
in excess of any pre-approved amounts, or anycesviot described above, require the pre-apprdibbaudit committee chair, with a review by thelihaommittee at its
next scheduled meeting. The audit committee hasmi@ted that the rendering of the non-audit ses/meDeloitte & Touche LLP during or relating to B0@as compatible
with maintaining such firm’s independence.
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PROPOSAL THREE:
APPROVAL OF OUR 2009 LONG-TERM EQUITY INCENTIVE PLAN

The Board of Directors has adopted a resolutionmeaending that our stockholders approve our 200§-term equity incentive plan, a copy of which itehed as
Appendix A.

The Board believes that equity incentive compensgtromotes our long-term success by aligningrnberésts of our directors, officers and employeéh tiie
interests of our stockholders. The equity incentiweards provide participants with an ownership egem our company and a direct and demonstrabke $h our success
the extent of their position, responsibility, ovenapact and assessed contribution.

As of March 2, 2009, there were approximately 67.8onishares of common stock and operating partipnsnits outstanding. There were 179,461 secaritie
available for future issuance as of such date utideAmended and Restated 1994 Stock Option Plahwing refer to as the “original plan” and which isrently our only
long-term equity compensation plan. As of such détere were 555,740 shares of restricted stocktanding and 1,873,294 stock options outstanding;wliave a
weighted average exercise price of $26.72 and ahtesigaverage remaining term of 4.7 years. Upon appad our 2009 long-term equity incentive plan,focther awards
will be issued under the original plan.

Summary of Plan

The 2009 long-term equity incentive plan will becoeffective upon approval of our stockholders. Tranpvill be administered by our compensation andegoance

committee. The Board can amend or terminate the gtaept as otherwise provided by law. The plantisduled to expire on the fbanniversary of its effective date.
Officers, employees and directors of our company lvélkligible to participate in the plan.

The 2009 long-term equity incentive plan authoritesissuance of up to 3,000,000 shares of comiteai,sof which not more than 1,000,000 of such sharay be
in the form of restricted stock or restricted stockts. Under the plan, the compensation and gomemaommittee may authorize the granting of stqatioas, shares of
restricted stock or restricted stock units andlstggpreciation rights. No more than 300,000 stodloap, stock appreciation rights, shares of re®istock or restricted
stock units may be granted to a single individoany calendar year. Neither shares tendered bytiaipant to pay the exercise price of an awardsihares withheld by us
for taxes will be available for future grants unthe plan. In the event of a stock dividend, stqait sr reverse stock split affecting the commowoct the maximum number
of shares issuable under the plan, and the nunilstraces covered by and the exercise price and tetras of outstanding awards, will be adjusted fiecesuch event. In
the event of any transaction resulting in a “chaimgeontrol” of our company (as defined in the plasutstanding awards will vest if provided for iretgrant award.

Options granted under the plan entitle the holdguichase shares of common stock for a specifieccese price during a specified period. We may gogtions that
are intended to be incentive stock options withi meaning of Section 422 of the Internal Revenad@eCwhich we refer to as “incentive stock optiors,bdptions that are
not incentive stock options, which we refer to asriqualified stock options.” Incentive stock opsand nonqualified stock options have an exeraise fhat is not less
than 100% of the fair market value of the sharesoofimon stock on the date of grant. The issuandésobunted stock options is expressly prohibitedean the plan. Stock
options issued under the new plan will expire norléitan 10 years from the date of grant.

Awards of restricted stock entitle the recipienthiares of common stock under terms that providedsting over a specified period of time and, intaerinstances,
only to the extent prescribed performance metniesaghieved. Such awards would typically be forteiteth respect to the unvested shares upon the
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termination of the recipient’s employment or othedationship with us. Restricted stock may not &l ®r otherwise transferred until the applicabésting criteria has been
satisfied. For a discussion of restricted stockdsisto Named Executive Officers in 2008 and 2008,"€@mpensation Discussion and Analysis.”

Stock appreciation rights entitle the recipienteoeive from us at the time of exercise an amaungsh (or in some cases, shares of common stakamnbination of
cash and shares) equal to the excess of the fakemaalue of the shares of common stock underlyfirgstock appreciation right on the date of eserover the price
specified at the time of grant, which could notdss than the fair market value of the shares ofroon stock on the grant date. Stock appreciatgnsiissued under the
new plan will expire no later than 10 years from dlage of grant.

Administration

The 2009 long-term equity incentive plan will be adistered by the compensation and governance cdaeeraind/or the full Board. The administrator hdlsgfower
to select, from among the individuals eligible &vards, the individuals to whom awards will be grantedke any combination of awards to participantd, @getermine the
specific terms and conditions of each award, stiltgethe provisions of the plan. Because partiogpa&nd the types of awards available for grant uititke plan are subject
to the discretion of the administrator, the besedit amounts that any participant or group of paréints will receive are not currently determinable.

The plan may not be amended without stockholderayapto the extent required by the NYSE or to preséine qualified status of incentive stock optiongmsure
that compensation intended to qualify as perforreamsed compensation under Section 162(m) of teenlal Revenue Code does in fact qualify as perdioea-based
compensation. Generally, under current NYSE ruléspaterial amendments to any equity incentive plaoluding those that materially increase the nendf shares
available, expand the types of awards available®persons eligible to receive awards, extenddim of the plan, change the method of determirtiegstrike price of
options or delete or limit any provision prohibgithe repricing of options, must be approved bgldtolders. The plan expressly provides that theimidtrator may not
reprice or reduce the exercise price of any oudlitgnoptions or stock appreciation rights.

Tax Treatment

The following is a summary of the principal federalome tax consequences of certain transactionsruhd 2009 long-term equity incentive plan. Itsloet describe
all federal tax consequences under the plan, nes dalescribe state or local tax consequences.

No taxable income is generally realized by an ogtonpon the grant or exercise of an incentive stption. If shares issued to an optionee pursuatite exercise of
an incentive stock option are sold after two ydans the date of grant and after one year fromdidie of exercise, then upon sale of such shargsgaranunt realized in
excess of the option price (the amount paid forstieres) will be taxed to the optionee as a long-t=pital gain, and any loss sustained will bergdterm capital loss, and
we will not be entitled to any deduction for federalome tax purposes. An incentive stock option mal be eligible for this tax treatment if it is egised more than three
months following termination of employment (or oreay in the case of termination of employment bygoeaof disability). In the case of termination aigloyment by
reason of death, the three-month rule does noyafighares acquired upon the exercise of an inestock option are sold prior to the expiratafrthe two-year and one-
year holding periods described above, generallyth@ optionee will realize ordinary income in theay of sale in an amount equal to the excess yif @fithe fair market
value of the shares at exercise (or, if less, theumt realized on a sale of such shares) overpgtieroprice thereof; and (2) we will be entitleddeduct such amount. Spec
rules will apply where all or a portion of the exsecprice of the incentive stock option is paidiéydering shares.
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No taxable income is generally realized by an ogtionpon the grant of a nqualified stock option. Generally, at exercise, oady income is realized by the optior
in an amount equal to the difference between thewptrice and the fair market value of the sharethe date of exercise, and we receive a tax diefufir the same
amount. At disposition, appreciation or depreciatifter the date of exercise is treated as eithent-g¢érm or long-term capital gain or loss depegdin how long the shares
have been held. Special rules will apply where all portion of the exercise price of the non-quedifstock option is paid by tendering shares. Up@anagse, the optionee
will also be subject to Social Security and medidares on the excess of the fair market value theeexercise price of the option.

Shares of restricted stock are not taxable to igist at the time of grant, but instead are inelliéh ordinary income (at the then fair market ejwhen the
restrictions lapse. A recipient may elect, howewergtognize income at the time of grant, in whiakecthe fair market value of the restricted stadketime of grant is
included in ordinary income and there is no furtineome recognition when the restrictions lapse.aféeentitled to a tax deduction in an amount etjutiie ordinary
income recognized by the recipient.

A recipient’s tax basis for restricted stock will &@gual to the amount of ordinary income recognizethk recipient. The recipient will recognize capiain (or loss)
on a sale of the restricted stock if the sale pexeeeds (or is lower than) such basis. The holdergd for restricted stock for purposes of chemazing gain or loss on the
sale of any shares as long- or short-term commeatdbe time the recipient recognizes ordinary imegursuant to an award.

The vesting of any portion of an option or other edvihat is accelerated due to the occurrence bhage in control may cause a portion of the paysweith respect
to such accelerated awards to be treated as “pasaphyments,” as defined in the Internal RevenugeCAny such parachute payments may be non-dedeittihls, in
whole or in part, and may subject the recipient tma-deductible 20% federal excise tax on all ppeion of such payment (in addition to other tagedinarily payable).

As a result of Section 162(m) of the Internal Reve@ade, our deduction for certain awards underdhg-term equity incentive plan may be limited te #xtent that
the Chief Executive Officer or another executiviioef whose compensation is required to be repadrntéde summary compensation table receives compiensa excess ¢
$1 million a year (other than performance-basedpmmation that otherwise meets the requirementeafd® 162(m)). The plan is structured to allow @ergrants to
qualify as performance-based compensation.

OTHER MATTERS

Our management knows of no other matters that mayedsented for consideration at the meeting. Howéfvany other matters properly come before the megii
is the intention of the person named in the praxydte such proxy in accordance with his judgmensweh matters.

STOCKHOLDER PROPOSALS FOR 2010 ANNUAL MEETING

To be considered for inclusion in the 2010 proxyerial, stockholder proposals to be presentedea@10 annual meeting of stockholders must beveddy our
secretary prior to December 3, 2009. If a stockéoldishes to present a proposal at the 2010 amnereling, whether or not the proposal is intenddeeticluded in the
2010 proxy material, our bylaws require that thelstolder give advance written notice to our secyetat less than 60 nor more than 90 days priohécanniversary of th
meeting. If a stockholder is permitted to presepiaposal at the 2010 annual meeting but the palpeas not included in the 2010 proxy material,dbmpensation and
governance committee has determined that our pnolder would have the discretionary authority grerig the proxy card to vote on the proposal ifgheposal was
received after February 16, 2010.
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COSTS OF PROXY SOLICITATION
The cost of preparing, assembling and making tbgypmaterial available to our stockholders willllmrne by us. We will also request persons, firnts @rporations
holding shares in their names or in the namesaif ttominees, which shares are beneficially ownedthgrs, to send the proxy material to, and toiokgeoxies from, such

beneficial owners and we will reimburse such holdettfieir reasonable expenses in doing so. We tetaened Broadridge and American Stock Transfessisain the

process of identifying and contacting stockholdershe purpose of soliciting proxies. The entirpense of these proxy solicitation consulting sesgiis expected to be
approximately $10,000.

BY ORDER OF THE BOARD OF DIRECTORS

Vo 2

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

April 2, 2009
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Appendix A

HIGHWOODS PROPERTIES, INC.
2009 LONG-TERM EQUITY INCENTIVE PLAN

SECTION 1
EFFECTIVE DATE AND PURPOSE

11 Effective Date This Plan shall become effective upon approvatheyholders of a majority of the outstanding Skaea duly authorized meeting of
Company'’s stockholders.

1.2 Purpose of the PlaiThe Plan is designed to provide a means to ttnaativate and retain eligible Participants anduither the growth and financ
success of the Company by aligning the interesBagficipants through the ownership of Shares anerahcentives with the interests of the Compasyoekholders.
SECTION 2
DEFINITIONS
The following words and phrases shall have the folhmwneanings unless a different meaning is plaiefjuired by the context:

21 “ 1934 Act’ means the Securities Exchange Act of 1934, as ardeftiference to a specific section of the 1934 ékctegulation thereunder st
include such section or regulation, any valid ragah promulgated under such section, and any coabfea provision of any future legislation or regida amending
supplementing or superseding such section or régnla

2.2 “ Award” means, individually or collectively, a grant undee Plan of Nonqualified Stock Options, IncentivecktOptions, Restricted Stock, Restric
Stock Units or Stock Appreciation Rights.

23 “ Award Agreemeritmeans either (1) the written agreement setting fiithterms and provisions applicable to each Awaadtgd under the Plan or
a statement issued by the Company to a Particgestribing the terms and provisions of such Award.

2.4 “ Board' or “ Board of Directors’ means the Board of Directors of the Company.
25 “ Codée means the Internal Revenue Code of 1986, as agtefndm time to time.
2.6 “ Committe& means the Compensation and Governance Committtee @oard of Directors.

2.7 “ Company means Highwoods Properties, Inc., a Maryland crafion, or any successor thereto.
2.8 “ Exercise Pricemeans the price at which a Share may be purchageadParticipant pursuant to the exercise of anddptr Stock Appreciation Right.

2.9 “ Fair Market Valué means, as of any given date, (i) the closing galiee of the Shares on any national securities @&xgé on which the Shares
listed; (ii) the closing sales price if the Shaaes




listed on The Nasdaqg Stock Market or other overcthenter market; or (iii) if there is no regular fiairading market for such Shares, the fair maxskatie of the Shares
determined by the Committee.

2.10 “Grant Dat® means, with respect to an Award, the date such Avsagranted to a Participant.

2.11 “Incentive Stock Optichmeans an Option to purchase Shares which is desijaa an Incentive Stock Option and is intendeddst the requiremer
of section 422 of the Code.

2.12 “Nongualified Stock Optidhmeans an Option to purchase Shares which is ntit@mtive Stock Option.

2.13 “Option’ means an Incentive Stock Option or a Nonqualifi#dck Option.
2.14 “ Participant means an officer, employee or director of the @anmy who has an outstanding Award under the Plan.

2.15 “Performance Godlsshall mean any or all of the following: revenue né@gs, earnings per share, stock price, costsiretu equity, asset managem
asset quality, asset growth, budget achievementppetating income (NOI), average occupancy, yat-occupancy, funds from operations (FFO), casliaiva for
distribution (CAD), total shareholder return on dsa@lute or a peer comparable basis (TSR), levatgss, return on assets, revenue growth, capi@dreditures, custom
satisfaction survey results, property operatingegses savings, design, development, permittingher grogress on designated properties, third gagygeneration, leasi
goals, or goals relating to acquisitions or divtessis, lease retention, liability management oditnmanagement. Performance Goals need not be the with respect to ¢
Participants and may be established separatelthéoCompany as a whole, on a per share basis, disfearious properties, groups, divisions or sdiasies, and may |
based on performance in comparison to performagagnkelated businesses specified by the Commiitteepmparison to any prior period or in comparisorbudget. Al
calculations and financial accounting matters r@f\o this Plan shall be determined in accordavite GAAP, except as otherwise directed by the Conemitt

2.16 “ Period of Restrictioh means the period during which Restricted Stock aeaitereunder is subject to a substantial risk déitore. As provided i
Section 7, such restrictions may be based on tegage of time, the achievement of Performance Godlge occurrence of other events as determingdéZommittee.

2.17 “ Plar’ means the Highwoods Properties, Inc. 2009 Ldegn Equity Incentive Plan, as set forth in thistioment and as hereafter amended from
to time.

2.18 “Restricted Stockmeans an Award granted to a Participant with theseascribed to such term in Section 7.

2.19 “Restricted Stock Uriitmeans an Award granted to a Participant with theseascribed to such term in Section 7.

2.20 “Share$means the shares of common stock, $0.01 par yvafithe Company.

2.21 “ Stock Appreciation Rightmeans an Award granted to a Participant with theaseascribed to such term in Section 8.




2.22 " Subsidiary means any corporation, partnership, joint ventlimated liability company, or other entity (othéran the Company) in an unbroken cl
of entities beginning with the Company if, at thmei of the granting of an Award, each of the entititeer than the last entity in the unbroken chaim&wmore than fift
percent (50%) of the total combined voting poweorie of the other entities in such chain.

SECTION 3
ELIGIBILITY

3.1 ParticipantsAwards may be granted in the discretion of the Cdtemto officers, employees and directors of tleen@any and its Subsidiaries.

3.2 NonUniformity . Awards granted hereunder need not be uniform amatigiple Participants and may reflect distinctidiessed on title, compensati
responsibility or any other factor the Committeeme appropriate.

SECTION 4
ADMINISTRATION

4.1 The CommitteeThe Plan will be administered by the Committee,clvhto the extent deemed necessary or appropiyateebBoard, will consist of tw
or more persons who satisfy the requirements ftmom-employee director” under Rule 16b-3 promuldateder the 1934 Act and/or the requirements fof @utside
director” under section 162(m) of the Code. The memberseo€thmmittee shall be appointed from time to timeand shall serve at the pleasure of, the Boafdirectors
In the absence of such appointment, the Board wfdibrs shall serve as the Committee and shall hlaf the responsibilities, duties, and authoofythe Committee s
forth herein.

4.2 Authority of the CommitteeThe Committee shall have the exclusive authdatgdminister and construe the Plan in accordaritteits provisions. Th
Committee$ authority shall include, without limitation, tip@wer to (a) determine persons eligible for Award$,pitescribe the terms and conditions of the Awa¢d)
interpret the Plan and the Awards, (d) adopt rubestfe administration, interpretation and apploatdf the Plan as are consistent therewith andhfejgdret, amend or revo
any such rules. With respect to any Award that isridéed to qualify as “performance-based compensatiithin the meaning of section 162(m) of the Code, @ommitte
shall have no discretion to increase the amourttoaipensation that otherwise would be due uponnattant of a Performance Goal, although the Committeg hav:
discretion to deny an Award or to adjust downwarddbepensation payable pursuant to an Award, as ohen@ttee determines in its sole judgment. The Caomesjin it:
sole discretion and on such terms and conditions sy provide, may delegate all or any part efatthority and powers under the Plan to one or roffireers of th
Company to the extent permitted by law.

4.3 Decisions BindingAll determinations and decisions made by the Cdtemand any of its delegates pursuant to Sedi@rshall be final, conclusi
and binding on all persons, and shall be givemtagimum deference permitted by law.

SECTION 5
SHARES SUBJECT TO THE PLAN

51 Number of SharesSubject to adjustment as provided in Section tha,total number of Shares available for grantenrtie Plan shall not exce
3,000,000 Shares. No more than 1,000,000 Sharebengsanted as Restricted Stock and Restricteck $toits.

5.2 Lapsed AwardsUnless determined otherwise by the Committee, Shalated to Awards that are forfeited, terminateéxpire unexercised, shall
available for grant under the Plan. Shares that are




tendered by a Participant to the Company in conmreetith the exercise of an Award, withheld from iaege in connection with a Participanpayment of tax withholdir
liability, settled in cash in lieu of Shares, ottlgel in such other manner so that a portion oothe Shares included in an Award are not issaed Rarticipant shall not
available for grant under the Plan.

5.3 Adjustments in Awards and Authorized Shalesthe event of a stock dividend or stock splie number of Shares subject to outstanding Awand
the numerical limits of Sections 5.1, 6.1, 7.1 @&d shall automatically be adjusted to preventdhetion or diminution of such Awards, except to thetent directe
otherwise by the Committee. In the event of a merggrganization, consolidation, recapitalizatiseparation, liquidation, combination, or other samichange in tr
corporate structure of the Company affecting thar& the Committee shall adjust the number ars$ d&Shares which may be delivered under the Blamumber, cla:
and price of Shares subject to outstanding Awamis tlhe numerical limits of Sections 5.1, 6.1, 7dl 8.1 in such manner as the Committee shall déterto be advisab
or appropriate to prevent the dilution or diminatiof such Awards. Any such numerical limitations shallsubject to adjustment under this Section amlthé extent suc
adjustment will not affect the status of any Awartkidled to qualify as “performance-based compensatioder section 162(m) of the Code or the abilitgtant or th
gualification of Incentive Stock Options under tR&an. In addition, other than with respect to OptioB®ck Appreciation Rights, and Awards intended tostitute
“performance-based compensatiamider section 162(m) of the Code, the Committeauitiorized to make adjustments to the terms anditons of, and the criter
included in, Awards in recognition of unusual or remurring events affecting the Company, or in resgoto changes in applicable laws, regulations,cepunting
principles. The determination of the Committeecathe foregoing adjustments, if any, shall be casigke and binding on all Participants.

5.4 Repurchase OptioTo the extent consistent with the requirementseation 409A of the Code, the Committee may inclindéne terms of any Awa
Agreement, other than an Award Agreement with respe@tock Appreciation Rights, that the Company shalle the option to repurchase Shares of any Rzt
acquired pursuant to the Award granted under the &fe@n a Participarg’termination of employment. The terms of such refpase right shall be set forth in the An
Agreement.

55 Restrictions on Share Transferabilifjhe Committee may impose such restrictions onfamgrd of Shares or Shares acquired pursuant texeecise c
an Award as it may deem advisable or appropriatduditg, but not limited to, restrictions related applicable Federal securities laws, the requiremehtany nationi
securities exchange or system upon which Sharebandisted or traded, and any blue sky or statersties laws.

SECTION 6
STOCK OPTIONS

6.1 Grant of OptionsSubject to the terms and provisions of the PGptjons may be granted to Participants at any tintefeom time to time as determir
by the Committee. The Committee shall determinerthmber of Shares subject to each Option. The Caeeninay grant Incentive Stock Options, Nonqualifi¢éock
Options, or any combination thereof. No more thad,800 Shares may be issued as Incentive Stock Gptioder the Plan. The maximum aggregate numbehareS the
may be granted in the form of Options in any onemadar year to an individual Participant shall b,800.

6.2 Award AgreementEach Option shall be evidenced by an Award Agreertettshall specify the Exercise Price, the exjuratiate of the Option, tl
number of Shares to which the Option pertains, amgditons on exercise of the Option and such othendeand conditions as the Committee shall deterniimduding
terms regarding forfeiture of Awards or continuedreisability of Awards in the event of




termination of employment by the Participant. Theakav Agreement shall also specify whether the Optioimtended to be an Incentive Stock Option or a Nalified
Stock Option.

6.3 Exercise PriceThe Exercise Price for each Option shall be deteed by the Committee and shall be provided irhefaward Agreement; provide
however, the Exercise Price for each Option mayheotess than one hundred percent (100%) of the Nfaiket Value of a Share on the Grant Date. In thee @ al
Incentive Stock Option, the Exercise Price shalhbeless than one hundred ten percent (110%)eoF#ir Market Value of a Share if the Participaagéther with persol
whose stock ownership is attributed to the Partidipaursuant to section 424(d) of the Code) ownshenGrant Date stock possessing more than 10% dbtakecombine
voting power of all classes of stock of the Compangny of its Subsidiaries.

6.4 Expiration of OptionsExcept as provided in Section 6.7(c) regardingehtive Stock Options, each Option shall termingten the earliest to occur
(i) the date(s) for termination of the Option satlh in the Award Agreement or (ii) the expirationten (10) years from the Grant Date. Subject to $nuks, the Committe
shall provide in each Award Agreement when eachddpxpires and becomes unexercisable. The Commitégenot, after an Option is granted, extend thgimam tern
of the Option.

6.5 Exercisability of OptionsOptions granted under the Plan shall be exergsatbsuch times and be subject to such restristaord conditions as t
Committee shall determine. After an Option is granteéd Committee may accelerate or waive any comditionstituting a substantial risk of forfeiture Apable to thi
Option.

6.6 PaymentOptions shall be exercised by a Participaudelivery of a written notice of exercise to trectetary of the Company (or its designee), se
forth the number of Shares with respect to whichQpéon is to be exercised, accompanied by full paynfor the Shares. Upon the exercise of an OptienEiercise Pric
shall be payable to the Company in full in casht®equivalent. The Committee may also permit eiger¢a) by tendering previously acquired Sharesnigaan aggrega
Fair Market Value at the time of exercise equaht® total Exercise Price, or (b) by any other meahih the Committee determines to provide legalsateration for th
Shares, and to be consistent with the purposesed?Plgm. As soon as practicable after receipt ofiiemrnotification of exercise and full payment tbe Shares purchas
the Company shall deliver to the Participant, Stemificates (which may be in book entry form) egenting such Shares. Until the issuance of thé stexificates, n
right to vote or receive dividends or any othehtsgas a shareholder shall exist with respect t&tiaes as to which the Option has been exerciseddiistment will b
made for a dividend or other rights for which a relcdate is established prior to the date the deatés are issued.

6.6 Certain Additional Provisions for IncenetiStock Options

(@) Exercisability The aggregate Fair Market Value (determined onGhent Date(s)) of the Shares with respect to whiadentive Stoc
Options are exercisable for the first time by anstiBipant during any calendar year (under all plahthe Company and its Subsidiaries) shall noeerc$100,000.

(b) Company and Subsidiaries Onlincentive Stock Options may be granted only tai€lpants who are employees of the Company
subsidiary corporation (within the meaning of seci#24(f) of the Code) on the Grant Date.

(c) Expiration No Incentive Stock Option may be exercised afterexpiration of ten (10) years from the Grant Date.




6.8 Restriction on TransfeExcept as otherwise determined by the Committekset forth in the Award Agreement, no Option mayrhasferred, gifte:
bequeathed, pledged, assigned, or otherwise ai@rmathypothecated, voluntarily or involuntarilkcept that the Committee may permit a transfernughe Participant
death, to beneficiaries designated by the Partitipa provided in Section 12.4.

6.9 Repricing of OptionsThe Company may not reprice, replace or regrardgudstanding Option either in connection with theaedlation of such Optic
or by amending an Award Agreement to lower the @gengrice of such Option.

6.10 Voting Rights A Participant shall have no voting rights withpest to any Options granted hereunder.

SECTION 7
RESTRICTED STOCK AND RESTRICTED STOCK UNITS

7.1 Grant of Restricted Stock/UnitSubject to the terms and provisions of the Plam,Committee, at any time and from time to timeyrgrant Shares
Restricted Stock and/or Restricted Stock Unitsddi€ipants in such amounts as the Committee sletdirmine. The Committee shall determine the nurob&hares to
granted to each Participant. Restricted Stock Wstitdl be similar to Restricted Stock except thaShares are actually awarded to the Participanherdate of grant. N
more than 300,000 shares of Restricted Stock af#sfricted Stock Units may be granted to any iddiz! Participant in any one calendar year.

7.2 Restricted Stock Agreemeriiach Award of Restricted Stock and/or RestrictediSUnits shall be evidenced by an Award Agreemieatt $hall specil
the Period of Restriction, the number of ShareR@&dtricted Stock (or the number of Restricted Stdoks) granted, and such other terms and condigsnthe Committe
shall determine, including terms regarding forfestof Awards in the event of termination of employrnky the Participant.

7.3 Transferability Except as otherwise determined by the Committeesat forth in the Award Agreement, Shares of RestliStock and/or Restrict
Stock Units may not be sold, transferred, giftedjueathed, pledged, assigned, or otherwise alier@atéyypothecated, voluntarily or involuntarily, iinthe end of th
applicable Period of Restriction. The Committee nmajude a legend on the certificates represeriRestricted Stock to give appropriate notice of sugstrictions.

7.4 Other RestrictionsThe Committee may impose such other restrict@nShares of Restricted Stock or Restricted Stodkslais it may deem advisa
or appropriate in accordance with this Section 7.4.

(@) General RestrictionsThe Committee may set restrictions based uponth@)achievement of specific Performance Goals,othg!
performance objectives (Company-wide, divisionaindgiividual), (b) applicable Federal or state se@silaws, (c) timésased restrictions, or (d) any other basis deterc
by the Committee.

(b) Section 162(m) Performance RestrictioRsr purposes of qualifying grants of Restrictedc® or Restricted Stock Units as “performance-
based compensationinder Section 162(m) of the Code, the Committeétsisole discretion, may set restrictions baseshupe achievement of Performance Goals.
Performance Goals shall be set by the Committeer tmefore the latest date permissible to enableRisricted Stock or Restricted Stock Units to quads “performance-
based compensationihder section 162(m) of the Code. In granting Reett Stock or Restricted Stock Units that are idézhto qualify under section 162(m) of the Ci
the Committee shall follow any procedures




determined by it in its sole discretion from tintetime to be necessary, advisable or appropriaensoire qualification of the Restricted Stock urgkmtion 162(m) of tt
Code.

(c) Retention of CertificatesTo the extent deemed appropriate by the CommitteeCompany may retain the certificates reprasgr8hare
of Restricted Stock in the Company’s possessioi sunth time as all conditions and restrictionslagyble to such Shares have been satisfied or lapse

7.5 Removal of RestrictiondVith respect to Awards of Restricted Stock, then@uttee may accelerate the time at which any reswins shall lapse al
remove any restrictions. With respect to Awards oftReted Stock Units, the Committee may acceleratewaive any condition constituting a substantiakrof forfeiture
applicable to the Restricted Stock Units. After thd ef the Period of Restriction, the Shares stafirbely transferable by the Participant, subjeany other restrictions
transfer which may apply to such Shares. RestriStedk Units shall be paid in cash, Shares, or a @uwatibn of cash and Shares as the Committee, isoits discretior
shall determine, as set forth in the Award Agreemiotwithstanding the foregoing, the Committee shall act in a manner that would cause a grant shamténded to k
“performance-based compensation” under Code Set8a(m) to fail to be performance-based.

7.6 Voting Rights Except as otherwise determined by the Committelesahforth in the Award Agreement, Participantsdimg Shares of Restricted St
granted hereunder shall have voting rights durhmey Period of Restriction. A Participant shall hawewoting rights with respect to any Restricted Stabkits grante
hereunder.

7.7 Dividends and Other DistributionExcept as otherwise determined by the Committeesanforth in the Award Agreement, Participants imgd&Share
of Restricted Stock or Restricted Stock Units shalentitled to receive all dividends and othetritistions paid with respect to the underlying ®fsaor dividend equivaler
during the Period of Restriction.

7.8 Return of Restricted Stock to Compai®dn the date set forth in the applicable Award Agretnthe Restricted Stock for which restrictionslishet
have lapsed will revert to the Company and theeedf¢ available for grant under the Plan.

SECTION 8
STOCK APPRECIATION RIGHTS

8.1 Grant of Stock Appreciation RightSubject to the terms and provisions of the PiaBhares are traded on an established securit@kat) Stoc
Appreciation Rights may be granted to Participati@ng time and from time to time as determinedh® €Committee. The Committee shall determine thebmrrof Share
subject to each Stock Appreciation Right, providleat during any calendar year, no Participant maygtanted Stock Appreciation Rights covering mdrnt300,00
Shares.

8.2 Award AgreementEach Stock Appreciation Right shall be evidencedm Award Agreement that shall specify the ExerBisee, the expiration date
the Stock Appreciation Right, the number of Shaseshich the Stock Appreciation Right pertains, aogpditions to exercise of the Stock Appreciation Rigihd such oth
terms and conditions as the Committee shall detexjrincluding terms regarding forfeiture of Awardscontinued exercisability of Awards in the eventt@fmination o
employment by the Participant.

8.3 Exercise Price The Exercise Price for each Stock AppreciatioghRishall be determined by the Committee and dtmlprovided in each Awa
Agreement; provided, however, the Exercise Priceémh Stock Appreciation Right may not be less tiramhundred percent (100%) of the Fair Market Valiue Share c
the Grant Date.




8.4 Expiration of Stock Appreciation Right8ach Stock Appreciation Right shall terminate ugiee earliest to occur of (i) the date(s) for tertion of the
Stock Appreciation Right set forth in the Award Agmeent or (ii) the expiration of ten (10) years frme Grant Date. Subject to such limits, the Committeall provide i
each Award Agreement when each Stock AppreciatiohtRigpires and becomes unexercisable. The Comnmitégenot, after a Stock Appreciation Right is geahtexten
the maximum term of the Stock Appreciation Right.

8.5 Exercisability of Stock Appreciation Rtg. Stock Appreciation Rights granted under the Plail e exercisable at such times and be subjesudt
restrictions and conditions as the Committee shetibrmine. After a Stock Appreciation Right is geghtthe Committee may accelerate or waive any céstis constitutin
a substantial risk of forfeiture on the exercisapibf the Stock Appreciation Right.

8.6 Payment of Stock Appreciatioblpon the exercise of a Stock Appreciation RigiRagticipant shall be entitled to receive paymeotnfthe Company
an amount determined by multiplying (a) the differe between the Fair Market Value of a Share on dle af exercise over the Exercise Price by (btimaber of Shart
with respect to which the Stock Appreciation Righiekercised. Such payment shall be in cash, Sharescombination of cash and Shares as the Cosenitt its sol
discretion, shall determine, as set forth in the fdvagreement.

8.7 Restriction on TransfeExcept as otherwise determined by the Committeksgt forth in the Award Agreement, no Stock ApptimiaRight may b
transferred, gifted, bequeathed, pledged, assignmeatherwise alienated or hypothecated, voluntanlynvoluntarily, except that the Committee maymié a transfer, upc
the Participant’s death, to beneficiaries desighatethe Participant as provided in Section 12.4.

8.8 Repricing of Stock Appreciation Rightfhe Company may not reprice, replace or regrarduastanding Stock Appreciation Right either in mectior
with the cancellation of such Stock Appreciation Righby amending an Award Agreement to lower the @sgerprice of such Stock Appreciation Right.

8.9 Voting Rights A Participant shall have no voting rights withpest to any Stock Appreciation Rights granted hedeu.

SECTION 9
AMENDMENT, TERMINATION, AND DURATION

9.1 Amendment, Suspension, or Terminatibhe Board, in its sole discretion, may amendeamtnate the Plan, or any part thereof, at any ame for an
reason; provided, however, that if and to the exteqgtired by law or to maintain the Plarcompliance with the Code, the rules of any natiseaurities exchange
applicable), or any other applicable law, any sutlermdment shall be subject to stockholder appraad; further provided, that no amendment shall petimai repricing
replacing or regranting of an Option or Stock Apjaton Right either in connection with the canciédla of such Option or Stock Appreciation Right or &amending a
Award Agreement to lower the exercise price of sugiidd or Stock Appreciation Right. The amendmengpsmsion or termination of the Plan shall not, withthe
consent of the Participant, alter or impair anhtsgor obligations under any Award theretofore grhntesuch Participant. No Award may be granted duaimg period ¢
suspension or after termination of the Plan.

9.2 Duration of the PlanThe Plan shall become effective in accordancé Bection 1.1, and subject to Section 9.1 shallarerm effect until the ten
anniversary of the effective date of the Plan.




SECTION 10
TAX WITHHOLDING

10.1 _Withholding Requirement®rior to the delivery of any Shares or cash pamsto an Award (or the exercise thereof), the Campshall have the pow
and the right to deduct or withhold from any amaudtie to the Participant from the Company, or megaiParticipant to remit to the Company, an amauifficient tc
satisfy Federal, state and local taxes (includirgRarticipant’'s FICA obligation) required to be wighd with respect to such Award (or the exercise tifgre

10.2 _Withholding Arrangement§he Committee, pursuant to such proceduresraaytspecify from time to time, may permit a Paptéit to satisfy such t
withholding obligation, in whole or in part, by (deeting to have the Company withhold otherwise dgtble Shares, or (b) delivering to the Companyéhthen owne
by the Participant having a Fair Market Value edqoghe amount required to be withheld. The amaditihe withholding requirement shall be deemed tuide any amou
that the Committee agrees may be withheld at the &iny such election is made, not to exceed theianuetermined by using the maximum federal, statecal margine
income tax rates applicable to the Participant wétbpect to the Award on the date that the amoutaxofo be withheld is to be determined. The Fair Rdaivalue of th
Shares to be withheld or delivered shall be detezthas of the date that the taxes are required tatheeld.

SECTION 11
CHANGE IN CONTROL

11.1 _Change in ControExcept with respect to Restricted Stock Unit Awaydany other Award that constitutes “deferred compgos” within the meanin
of section 409A of the Code, an Award Agreement mayige or be amended by the Committee to provideAleards granted under the Plan that are outstaratiigno
then exercisable or are subject to restrictionthatime of a Change in Control shall become imiaetly exercisable, and all restrictions shall beaeed, as of such Char
in Control, and shall remain as such for the remagitife of the Award as provided herein and withire tprovisions of the related Award Agreements ot #wards ma
terminate upon a Change in Control. For purposésePlan, a Change in Control means any of tHeviig:

(@ the acquisition (other than from the @amy) in one or more transactions by any persorsak term is used in Section 13(d) of the :
Act) of the beneficial ownership (within the meanirfgRule 13d3 under the 1934 Act) of 40% or more of (A) the tloemstanding Shares or (B) the combined voting p
of the then outstanding securities of the Compantifled to vote generally in the election of diret (the “Company Voting Stock”);

(b) Individuals who, as of the date of the Aslyaconstitute the Board of Directors (the “IncumbBoard”) cease for any reason to constitut
least a majority of the Board; provided, howeveat tny individual becoming a director subsequerthéodate of such Award whose election, or nominafio election b
the Companys stockholders, was approved by a vote of at leasdjarity of the directors then comprising the Imtent Board shall be considered as though suchidhdil
were a member of the Incumbent Board, but excludiogthis purpose, any such individual whose ihitasumption of office occurs as a result of eitheractual ¢
threatened election contest (as such terms areins@de 14a 11 of Regulation 14A promulgated urtlerExchange Act) or other actual or threatenedisation of proxie
or consents by or on behalf of a Person other thamoard,;

(c) the closing of a sale or other convegamicall or substantially all of the assets of @@mpany; or




(d) the effective time of any merger, sharehexge, consolidation, or other business combinatigolving the Company if immediately af
such transaction persons who hold a majority ofdstanding voting securities entitled to vote gelte in the election of directors of the surviviegtity (or the entit
owning 100% of such surviving entity) are not pessao, immediately prior to such transaction, hekel €Gompany Voting Stock.

11.2 _Other AwardsAn Award Agreement with respect to a Restricted Stdicit Award or any other Award that constitutes “dedercompensatiorivithin
the meaning of section 409A of the Code may prothdé the Award shall vest upon a “change in contasltefined in section 409A of the Code.

SECTION 12
MISCELLANEOUS

12.1  Deferrals To the extent consistent with the requirementseaftion 409A of the Code, the Committee may proindan Award Agreement or anot|
document that a Participant is permitted to defeeipt of the payment of cash or the delivery cdr8h that would otherwise be due to such Participadér an Award. Ar
such deferral shall be subject to such rules aodgutures as shall be determined by the Committee.

12.2 _No Effect on Employment or Serviddothing in the Plan shall interfere with or liniitany way the right of the Company or any Subsjdia terminat
any Participant’s employment or service at any timigh or without cause. Employment with the Companyoy Subsidiary is on an aftill basis only, unless otherwi
provided by an applicable employment or serviceegrent between the Participant and the CompanyyoBalnsidiary, as the case may be.

12.3 _Successordll obligations of the Company under the Planhwitspect to Awards granted hereunder, shall bertgreh any successor to the Comp:
whether the existence of such successor is thet mfsaldirect or indirect purchase, merger, comkdion or otherwise, of all or substantially alltbé business or asset:
the Company.

12.4  Beneficiary Designationdf permitted by the Committee, a Participant unilie Plan may name a beneficiary or beneficisideshom any vested k
unpaid Award shall be paid in the event of the Bigdint's death. Each such designation shall revoke air piésignations by the Participant and shall becéffe only i
given in a form and manner acceptable to the Cotaeitn the absence of any such designation, asteddenefits remaining unpaid at the Particifgad€ath shall be pe
to the Participan$ estate and, subject to the terms of the Plarohtite applicable Award Agreement, any unexercisetedeAward may be exercised by the administr
executor or the personal representative of thedfzaht's estate.

12.5 _No Rights as StockholdeExcept to the limited extent provided in Secti@® and 7.7, no Participant (nor any beneficiagreof) shall have any of t
rights or privileges of a stockholder of the Compamith respect to any Shares issuable pursuant téwaard (or the exercise thereof), unless and untitifazates
representing such Shares shall have been issumaidesl on the records of the Company or its trarefents or registrars, and delivered to the Rpatit (or his or he
beneficiary).

12.6 _Uncertificated ShareJo the extent that the Plan provides for issuarfaeertificates to reflect the transfer of Shates, transfer of such Shares ma
effected on a noncertificated basis, to the extenprohibited by applicable law or the rules of atyck exchange.
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12.7 _Fractional Shared\o fractional Shares shall be issued or delivgneduant to the Plan or any Award. The Committedl sletermine whether cash,
Awards, or other property shall be issued or paitkinof fractional Shares or whether such fractidsladres or any rights thereto shall be forfeitedtberwise eliminated.

12.8 _Severability In the event any provision of the Plan shall b&llillegal or invalid for any reason, the illegglor invalidity shall not affect the remaini
parts of the Plan, and the Plan shall be constaneidenforced as if the illegal or invalid provisioad not been included.

12.9 Requirements of Lavithe grant of Awards and the issuance of Sharesruhé Plan shall be subject to all applicable lawes and regulations, anc
such approvals by any governmental agencies avmadtsecurities exchanges as may be required fromtb time.

12.10 _Securities Law Complianc&o the extent any provision of the Plan, Award Agreat or action by the Committee fails to complyhnaatny applicabl
federal or state securities law, it shall be deeméidand void, to the extent permitted by law amemhed advisable or appropriate by the Committee.

12.11 Governing LawThe Plan and all Award Agreements shall be constiuadcordance with and governed by the laws oSta¢e of North Carolina.

12.12 _CaptionsCaptions are provided herein for convenienceefe#rence only, and shall not serve as a basisifergretation or construction of the Plan.
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