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i Highwoods

P R O P T

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 15, 2008

You are cordially invited to attend the annual nmegbdf stockholders of Highwoods Properties, lncbé held on Thursday, May 15,
2008, at 11:00 a.m., at the Marriott Crabtree Wallel500 Marriott Drive, Raleigh, North Carolina 226 The principal purposes of this
meeting are to elect three directors, ratify theaaptment of Deloitte & Touche LLP as our indepemtdegistered public accounting firm for
2008, act on a proposed charter amendment to ddglése Board of Directors and transact such othesiness as may properly come before
such meeting or any adjournments, assuming thempcesof a quorum. Only stockholders of record atddbse of business on Monday,
March 3, 2008, will be entitled to vote at the niegbr any adjournments.

On April 1, 2008, we expect to mail our stockhoklarNotice of Internet Availability of Proxy Matal$ containing instructions on how
to access our proxy materials, including our 20@n#al Report, and vote online. We are pleasedks advantage of new SEC rules allow
companies to furnish proxy materials to their statllers over the Internet. This new e-proxy proesaires that stockholders receive their
proxy materials more efficiently and will have asfitve impact on our environment by significantbducing the amount of paper we use to
produce and mail these printed documents. Plustrelec delivery saves our company money.

Whether or not you plan to attend the meeting, youate is very important, and we encourage you teevoromptly. You may vote
your shares via a to-free telephone number or over the Internet.yibu received a paper copy of the proxy card by mgilu may sign, dat
and mail the proxy card in the envelope providedstructions regarding all three methods of votinglMbe contained in the proxy card or
Notice of Internet Availability of Proxy Materialshat you receive. If you execute a proxy by telepbpover the Internet or by mailing in
proxy card, but later decide to attend the meetingperson, or for any other reason desire to revokaur proxy, you may do so at any tir
before your proxy is voted.

BY ORDER OF THE BOARD OF DIRECTORS

JEFFREY D. MILLER
Vice President, General Counsel and Secretary
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PROXY STATEMENT FOR
ANNUAL MEETING OF STOCKHOLDERS

To Be Held on May 15, 2008

This proxy statement is being furnished to stoctbrd of Highwoods Properties, Inc. in connectiothuilie solicitation of proxies for
use at our annual meeting of stockholders to be dweThursday, May 15, 2008, at 11:00 a.m., aMheriott Crabtree Valley, 4500 Marriott
Drive, Raleigh, North Carolina 27612. The purposithe meeting are set forth in the notice of nmeetiThis solicitation is made on behalf of
our Board of Directors.

Holders of record of shares of our common stockfdke close of business on the record date, Mandaych 3, 2008, are entitled to
receive notice of, and to vote at, the meeting. diltstanding common stock constitutes the onlysotdsecurities entitled to vote at the
meeting and each share of common stock entitlekdhier to one vote. At the close of business errétord date, there were 57,181,702
shares of common stock issued and outstanding.

Pursuant to SEC rules, we are providing accesant@mxy materials over the Internet. On April D08, we expect to mail our
stockholders a Natice of Internet Availability afoRy Materials, which will indicate how to acceas @roxy materials on the Internet, in
connection with the solicitation of proxies by @ward of Directors for use at the meeting and aljguanments or postponements. On the
date of mailing, we will make our proxy statement 2007 Annual Report publicly available on thestnet according to the instructions
provided in the Notice of Internet Availability &roxy Materials.

If you received a Notice of Internet Availability Broxy Materials by mail, you will not receive armted copy of the proxy materials
except upon request. Instead, the notice will itdtyou as to how you may access and review dli@fmportant information contained in 1
proxy materials online. The notice will also instryou as to how you may submit your proxy overltiternet or by telephone. If you would
like to receive a printed copy of our proxy matkssigou should follow the instructions for requegtsuch materials included in the notice.

Proposal One, the election of directors, requinesvbte of a plurality of all of the votes castret meeting. Proposal Two, the
ratification of the appointment of Deloitte & TouehLP as our independent registered public accogritim for 2008, requires the
affirmative vote of a majority of the votes casttba proposal. Proposal Three, a proposed chartendment to declassify the Board of
Directors, requires the affirmative vote of thedwk of a majority of our outstanding shares of wam stock. With respect to Proposals One
and Two, abstentions and broker non-votes willbetounted as votes cast and will have no effethemesult of the vote on such proposals,
although they will count toward the presence ofiargm. With respect to Proposal Three, abstentmasbroker norvotes will have the san
effect as votes against the proposal, althoughwhkgount toward the presence of a quorum.

Please vote by telephone or over the Internetdisated in the Notice of Internet Availability ofdxy Materials. Alternatively, you m
complete, sign, date and return the proxy cardaiai on the Internet or in the accompanying pnoaterials. If you hold your shares thro
a bank, broker or other nominee, they will give pgeparate instructions on voting your shares. Shafreommon stock represented by a
properly executed proxy received prior to the \aitthe meeting and not revoked will be voted attleeting as directed on the proxy. Where
no specification is made on a properly executeohfof proxy, the shares will be voted FOR the etettf all nominees for director, FOR the
proposal to ratify the appointment of Deloitte &uiohie LLP as our independent registered public adaoy firm for 2008, FOR the proposed
charter amendment to declassify the Board of Dirscind FOR authorization of the proxy to vote upach other business as may properly
come before the meeting or any adjournments.



PROPOSAL ONE:
ELECTION OF DIRECTORS

Our directors are currently divided into three skxs with approximately one-third of the directelected by the stockholders annually.
The Board of Directors currently consists of eigte@mbers. The terms of office for Thomas W. Adled &ay N. Callison will expire at this
meeting. Mr. Adler has been nominated for electibthe meeting as a director to hold office umd 2011 annual meeting of stockholders
and until his successor is elected and qualifiead; K. Callison has been nominated for electiomatbeeting as a director to hold office until
the 2009 annual meeting of stockholders and uatilshiccessor is elected and qualified. O. Temmar§lJr., whose term is currently
scheduled to expire at the 2009 annual meetingbéas nominated for election at the meeting asexidir to hold office until the 2011 ann
meeting of stockholders and until his successelested and qualified. The Board of Directors renpmnds a vote FOR each of the nominees
as directors to hold office until the expirationtbé terms for which they have been nominated amiditheir successors are elected and
qualified. Should any one or more of these nomifee®me unable to serve for any reason, the Bddbitectors may designate substitute
nominees, in which event the person named in tosed proxy will vote for the election of such stitute nominee or nominees, or reduce
the number of directors on the Board.

Nominees for Election to Term Expiring 2011

Thomas W. Adler, 67, has been a director since June 1994. Mr. Adlleihairman of PSF Management Co. in ClevelandpQ¥i. Adler
formerly served on the board of directors of theéidieal Association of Realtors and the boards afegnors of the American Society of Real
Estate Counselors and the National Associationeafl Estate Investment Trusts. He is a past natimesident of the Society of Industrial ¢
Office Realtors and was actively involved in théolim Land Institute. Mr. Adler serves on several-paofit boards in the Cleveland area.

O. Temple Soan, Jr., 69, is chairman of the Board of Directors, a positiie has held since March 1994. Mr. Sloan is ofairand chie
executive officer of General Parts Internationat,. IHe is also the independent lead director ofkBdrAmerica Corporation and is a director
of Lowe’s Companies, Inc.

Nominee for Election to Term Expiring 2009

Kay N. Callison, 64, has been a director since our merger withNi€hols Company in July 1998. Ms. Callison had edras a director
of J.C. Nichols Company since 1982. Ms. Callisoadsve in charitable activities in the Kansas Qitgtropolitan area.

Incumbent Directors—Term Expiring 2009

Gene H. Anderson, 62, has been a director and senior vice presidecg ur combination with Anderson Properties, ind=ebruary
1997, and in July 2006 became Executive Vice Peasidf Highwoods Development, LLC, a taxable subsydformed to pursue the
development of office and industrial propertiesdgisting customers, such as the federal governrirenbre and non-core markets.
Additionally, Mr. Anderson serves as regional mandgr our Atlanta and Triad operations. Mr. Anaerserved as president of Anderson
Properties, Inc. from 1978 to February 1997. Mrdérson is a past president of the Georgia chapthed\ational Association of Industrial
and Office Properties and is a national board mermbthe National Association of Industrial and iO& Properties.

L. Glenn Orr, Jr., 67, has been a director since February 1995. Mrh@s been president and chief executive officédmfHoldings,
LLC since 2007. He was the managing director of OneGroup from 1995 to 2007. Mr. Orr had servegm@sident and chief executive
officer of The Orr Group from 1995 to 2006. Mr. Qvas chairman of the board of directors, presidet chief executive officer of Southern
National Corporation from 1990 until its mergeriwBB&T Corporation in 1995. He previously servedpassident and chief executi
officer of Forsyth Bank and Trust Co., presidenCoimmunity Bank in Greenville, S.C. and presiddrthe North Carolina Bankers
Association. Mr. Orr is a member of the boardsicéators of Medical Properties Trust, Inc., a palyliraded medical office REIT based in
Alabama, General Parts International, Inc. and Bitbilanagement Fund, and he is the immediate gaairman of the Wake Forest
University board of trustees.



Incumbent Directors—Term Expiring 2010

Edward J. Fritsch, 49, has been a director since January 2001. Mr.derib@came our Chief Executive Officer in July 2@@d our
President in December 2003. Prior to that, Mr.getitwas our Chief Operating Officer from Januar98.8 July 2004 and was a Vice
President and Secretary from June 1994 to Jan@@§. Mr. Fritsch joined our predecessor in 1982\&ad a partner of that entity at the time
of our initial public offering in June 1994. Mr.ifsch is chairman of the University of North Canalis board of visitors and also serves on
board of governors of the National Association eBREstate Investment Trusts, the board of trusi€&s. Timothy’s Episcopal School and
the board of directors of the Triangle Chapterhaf YMCA.

Lawrence S. Kaplan, 65, has been a director since November 2000. Mr. &ajd a certified public accountant and retire@000 as a
partner from Ernst & Young LLP where he was theamat! director of that firm’s REIT Advisory Servisgroup. Mr. Kaplan has served on
the board of governors of the National AssociatibReal Estate Investment Trusts and has beeresciiwolved in REIT legislative and
regulatory matters for over 25 years. Mr. Kaplaa @irector of Maguire Properties, Inc., a publichded office REIT based in California, ¢
Feldman Mall Properties, Inc., a publicly tradedIrREIT based in Arizona. He is chairman of the ihedmmittee of each of these
companies.

Sherry A. Kellett, 63, has been a director since November 2005. Mietkis a certified public accountant. Ms. Kellsérved as senior
executive vice president and corporate control@B&T Corporation from 1995 until her retirememt August 2003. Ms. Kellett had served
as corporate controller of Southern National Coaion from 1991 until 1995 when it merged with BB&brporation. Ms. Kellett previous
served in several positions at Arthur Andersen & Ke. Kellett is a director of MidCountry Financi@brp., a private financial services
holding company based in Macon, GA, and is a direct Medical Properties Trust, Inc.

CORPORATE GOVERNANCE

Director Independence

Under New York Stock Exchange rules, at least antgjof our directors and all of the members & #udit committee and the
compensation and governance committee must beendepnt. The New York Stock Exchange standards geawiat to qualify as an
independent director, in addition to satisfyingtair brightline criteria, the Board of Directors must affirivaly determine that a director t
no material relationship with us (either directlyas a partner, shareholder or officer of an ogtion that has a relationship with us). The
Board of Directors has determined that Messrs. A#laplan, Orr and Sloan and Mses. Callison andettetach satisfies the bright-line
criteria and that none has a relationship withhas would interfere with such person’s ability teeecise independent judgment as a member
of the Board. In addition, none of these directas ever served as (or is related to) an emplofyeeracompany or any of our predecessor
acquired companies or received any compensation ior any such other entities except for comgansdirectly related to service as a
director. Therefore, we believe that all of thesedators, or three-fourths of the Board, are inchejeat.

Board Meetings and Committees; Annual Meeting Attedance

The Board of Directors held four in-person meetiagd one conference call meeting in 2007. At engberson meeting of the Board of
Directors, our independent directors meet in exeewession without the presence of any currefdroner members of management. The
Chairman of the Board of Directors (or, in the Chein’s absence, another independent director detsigrioy the Chairman) presides over
such executive sessions. In 2007, each of thetdieattended at least 75% of the aggregate dbtaenumber of meetings of the Board of
Directors and the total number of meetings of athmittees of the Board of Directors on which theedior served. The Board of Directors
encourages its members to attend each annual medétitockholders. Five of our directors attendadlast annual meeting, which was held
on May 18, 2007.



Compensation and Governance Committee

Our compensation and governance committee curreatigists of Messrs. Orr and Sloan. Mr. Orr seageshairman of the
compensation and governance committee. Both menabeliadependent directors.

The compensation and governance committee detesraorapensation for our executive officers and imaets our non-equity and
equity incentive plans. The committee also makesmenendations concerning Board member qualificagtandards, director nominees,
director responsibilities and compensation, direatwess to management and independent advisoraa@matjement succession. Our
corporate governance guidelines provide that timepemsation and governance committee is resporfsibieviewing with the Board, on an
annual basis, the appropriate skills and charatiesiof new Board members as well as the compasitf the Board as a whole. This
assessment includes consideration as to the mennmmpendence, diversity, age, skills and expesein the context of the needs of the
Board. The same criteria are used by the compemsatid governance committee in evaluating nomifeegirectorship. See also “—
Director Qualifications, Nominations and EvaluatidrThe “Investor Relations/Governance Documenggition of our website includes an
online version of our compensation and governaocendittee charter. Our website is located at wwvihhigods.com

In addition, the compensation and governance coreenis responsible for reviewing any transactitwas involve potential conflicts of
interest involving executive officers, directordaheir immediate family members. Our corporateggnance guidelines provide that each
director will disclose any potential conflicts atérest to the Chief Executive Officer, who wilethaddress the matter with the Board. In that
situation, the conflicted director would recuse &t or herself from all discussions of the Boaréiny committee related to the conflict,
except to the extent the Board or a committee retgube conflicted director to participate. Anyevtity the Board or a committee to approve
the matter or transaction giving rise to the canfivould be made only upon the approval of a mjarf the disinterested directors. Our code
of business conduct and ethics expressly prohigsontinuation of any conflict of interest by employee, officer or director except under
guidelines approved by the Board of Directors. Biseahe facts and circumstances regarding potetidlicts are difficult to predict, the
Board of Directors has not adopted a written polaryevaluating conflicts of interests. In the etvarconflict of interest arises, the Board of
Directors will review, among other things, the faahd circumstances of the conflict, our corpogateernance policies, the effects of any
potential waivers of those policies, applicabléestaw, and New York Stock Exchange rules and igpris, and will consider the advice of
counsel, before making any decisions regardingomdlict.

During 2007, the compensation and governance caemanrtiield four in-person meetings.

Director Qualifications, Nominations and Evaluatia In making any nominee recommendations to the Bdhedgompensation and
governance committee will typically consider pesomcommended by our stockholders so long as toem@mendation is submitted to the
committee prior to the date that is 120 days befloeeanniversary of the mailing of the prior yegtexy statement. Nominee
recommendations, together with appropriate biogcgpinformation, should be submitted to the Chaimof the Compensation and
Governance Committee, Highwoods Properties, If@p3Smoketree Court, Suite 600, Raleigh, North [Te@7604. The compensation and
governance committee may, in its sole discretiejgat any such recommendation for any reason.

It is the sense of the Board of Directors thataoes who change the responsibilities and/or pmsitithey held when they were elected
should volunteer to resign from the Board of Dicest However, the Board of Directors does not belighat in every instance directors who
retire or change from the positions they held wtinery were elected to the Board of Directors shoeldessarily leave the Board. There
should, however, be an opportunity for the Boar@®méctors through the compensation and governaonenmittee to review the continued
appropriateness of director membership under tioemistances. The Board of Directors also beliekasit is in our best interests that a
director offers to resign as of the end of the taftar such director’s 72birthday. Upon receipt of any such offer to residne compensation
and governance committee will evaluate whethectept such offer at its next regularly-schedule@ting and provide its recommendation
to the full Board of Directors, together with iscommendation for a potential replacement, if ajgblie. The Board of Directors further
bheliev_es trlwlat.eachhdirector should be generalljlaha to respond to reasonable requests and canants related to our company and that
there is a limit to the



number of public company boards of directors uptictva director may serve and meet such an avhijatgquirement. As a result, our
corporate governance guidelines provide that ndéreiodirectors may serve on more than four othdlip company boards of directors
while serving on our Board.

The Board of Directors conducts an annual selfteatédn to determine whether it and its committeresfanctioning effectively. As part
of this process, the compensation and governanoenditee receives comments from all directors apadms annually to the Board with an
assessment of the Board’s performance. This isisésrl with the full Board following the end of ediglcal year. The assessment focuses on
the Board’s contribution to our overall success spekcifically focuses on areas in which the Boaikbes that its performance could
improve.

For information about our stock ownership guiddgirsee “—Security Ownership of Certain Beneficialr@rs and Management and
Related Stockholder Matters—Stock Ownership Gundsli’

Compensation and Governance Committee Interlocksldnsider Participation.Neither of the members of our compensation and
governance committee is a current or past emploffeaer company or any of our predecessors or aequiompanies and each was and is an
independent director. None of our executive offcaurrently serves, or in the past three yearst@ngd, as a member of the board of
directors or compensation committee of anothetyetitat has one or more executive officers serengur Board of Directors or
compensation and governance committee.

Compensation and Governance Committee Repdhte compensation and governance committee hasaegtiand discussed the
Compensation Discussion and Analysis included hexéth our management. Based on such review armisisons, the compensation and
governance committee recommended to our Board recRirs that the Compensation Discussion and Aisalssincluded in this proxy
statement for filing with the SEC.

Compensation and Governance Committee

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

Audit Committee

Our audit committee currently consists of Mr. Kapénd Mses. Callison and Kellett. Mr. Kaplan seragghairman of the audit
committee. Each member is an independent direabnane has accepted any consulting, advisoryhar aompensatory fee from us other
than as set forth below under “Compensation of @mes and Executive Officers — Director Compensaiin2007.” Further, the Board has
determined that each of the foregoing directofmancially literate and at least two members, Kiaplan and Ms. Kellett, both of whom are
certified public accountants, are financial experts

The audit committee approves the engagement ahdapendent registered public accounting firm, e the plans and results of the
audit engagement with such firm, approves professiservices provided by such firm, reviews theejpehdence of such firm, approves audit
and non-audit fees and reviews the adequacy ohtennal control over financing reporting. The “bstor Relations/Governance Documents”
section of our website includes an online versibthe audit committee charter.

During 2007, the audit committee held four in-perseeetings and 11 conference call meetings.

Audit Committee ReporfThe audit committee oversees the financial repgnpirocess on behalf of the Board of Directors. Mgmaent
is responsible for the company’s financial statet®i@md the financial reporting process, includimglementing and maintaining effective
internal control over financial reporting and fbetassessment of, and reporting on, the effectbgeokinternal control over financial
reporting. The compang’independent registered public accounting firrdpiite & Touche LLP, is responsible for expressaminions on thi
conformity of the audited financial statements vétitounting principles generally accepted in théddnStates of America and on the
effectiveness of the company’s internal controlrdirgancial reporting.

In fulfilling its oversight responsibilities, theudit committee has reviewed with management andiel& Touche LLP the company’s
audited financial statements for the year endeceBer 31, 2007 and the reports on the effectivenietbe company’s internal control over
financial reporting as of December 31, 2007 com@iim the 2007



Annual Report, including a discussion of the reafteness of significant judgments and the clartgisclosures in the financial statements.
The audit committee also reviewed and discussdu withagement and Deloitte & Touche LLP the disclesmade in “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations” and “Controls and Proceduresuded in the 2007 Annual
Report.

In addition, the audit committee received writtésctbsures from Deloitte & Touche LLP required logépendence Standards Board
Standard No. 1 (Independence Discussions with ADdithmittees) and the audit committee discussed Ratbitte & Touche LLP that firng
independence from management and us and consitteredmpatibility of non-audit services rendereddgjoitte & Touche LLP on that
firm’s independence.

In reliance on the reviews and discussions refexyeabove, prior to the filing of the company’s Z08nnual Report with the SEC, the
audit committee recommended to the Board of Dimsctand the Board approved) that the audited filgdstatements be included in such
Annual Report.

Audit Committee

Lawrence S. Kaplan (chai Kay N. Callison Sherry A. Kellet

Investment Committee

Our investment committee currently consists of MesAdler, Anderson, Fritsch and Sloan. Mr. Fritselves as chairman of the
investment committee. Pursuant to delegated adyhfooim the Board of Directors, the investment caittee oversees the acquisition,
development, redevelopment and disposition proddssinvestment committee, which held 23 confereratemeetings in 2007, generally
meets on call to review new opportunities.

Hedge Policy Committee

Our hedge policy committee currently consists obbts. Kaplan and Orr. Pursuant to delegated atytfooim the Board of Directors,
the hedge policy committee establishes policieandigg our interest rate risk management and res/gvd approves interest rate hedge
contracts. Both members are independent. Durin@,20@ hedge policy committee held one confereatiereeting.

Executive Committee

Our executive committee currently consists of Mesadler, Orr, and Sloan. Mr. Fritsch, as our Cligécutive Officer, serves as an ex-
officio member of the committee. The executive cattea meets on call by the Chairman of the BoarDiodéctors and may exercise all of
powers of the Board of Directors, subject to tihathtions imposed by applicable law, the bylawsharBoard of Directors. Each member
(other than the Chief Executive Officer) is indegent. During 2007, the executive committee held fotperson meetings and eight
conference call meetings.

Other Stockholder Information

The Board of Directors, in its role as primary gaeg body, provides oversight of our affairs atrives to maintain and improve our
corporate governance practices. To this end, we hdwepted corporate governance guidelines andeaafdslisiness conduct and ethics
applicable to directors, officers and employees.Nafee also adopted a separate code of ethics fahief executive officer and our senior
financial officers. We intend to satisfy the dissloe requirement under Item 5.05 of Form 8-K reiggrdny amendment to, or any waiver
from, a provision of these codes of ethics by pgstiuch information on our website.

The Board of Directors has also established a geof interested parties, including employeessiadkholders, to communicate
directly with our independent directors. Writtemmounications may be addressed to the Chairmareddtiard of Directors, Highwoods
Properties, Inc., 3100 Smoketree Court, Suite Balgigh, North Carolina 27604. Interested partiey mso use the hotline that we have
established as part of our code of business corahecethics by calling the toll-free number settfdherein.

The audit committee has adopted a process forested parties, including employees and stockhgléiessend communications to the
audit committee with concerns or complaints coniogrour regulatory compliance, accounting, audiinégrnal controls issues. Written
communications may be addressed to the Chairm#dreckudit Committee, Highwoods Properties, IncQ@5moketree Court, Suite 600,
Raleigh, North Carolina 27604.



The “Investor Relations/Governance Documents” saabf our website includes online versions of canporate governance guidelines,
code of business conduct and ethics, code of efiniasur Chief Executive Officer and senior finaaladfficers, audit committee charter and
compensation and governance committee charter.ififioisnation is also available in print to any stbolder upon request by writing
Investor Relations, Highwoods Properties, Inc.,B%tnoketree Court, Suite 600, Raleigh, North Cagoli7604.

During 2007, we filed unqualified Section 303A darations with the New York Stock Exchange. We dalso filed the Chief
Executive Officer and Chief Financial Officer céidations required by Sections 302 and 906 of theé&nes-Oxley Act of 2002 as exhibits to
our 2007 Annual Report.

Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters
Stock Ownership GuidelineOur compensation and governance committee haslishbthe 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 Retaint

Shares of common stock acquired through our emplsy@ck purchase plan or otherwise, operating pestiip units and shares of
restricted stock issued pursuant to our equityritice plans all count toward the suggested stochkeyship guidelines. The compensation and
governance committee believes that all participahtsild satisfy the guidelines by the later of AR6, 2008 or three years from the original
date of employment or election as a director, gdiegble. To our knowledge, none of the Named EtieelDfficers has pledged any share
our common stock.

Beneficial Ownership TableThe following table sets forth the beneficial owstép of our common stock as of December 31, 2007 fo
each person or group known to us to be holding rifae 5% of our common stock, each person curreetlying as a director, each Named
Executive Officer (as defined below) and our dioestand executive officers as a group. The numbshares shown represents the numb
shares of common stock the person “beneficially oivas determined by the rules of the SEC, inclgdire nhumber of shares currently
issuable upon redemption of units of limited parsh@ interest in Highwoods Realty Limited Partidgps our operating partnership.

Percent of All
Number of Shares

Name of Beneficial Owner Beneficially Ownec Shares (1)
O. Temple Sloan, J 454,70¢ *
Edward J. Fritscl 831,10t 1.4%
Michael E. Harris 285,79: *
Terry L. Steven: 129,32: *
Gene H. Anderso 1,052,86! 1.8%
W. Brian Reame 18,46( *
Thomas W. Adle 107,48! *
Kay N. Callison 610,21¢ 1.1%
Lawrence S. Kapla 26,66¢ *
Sherry A. Kelleti 8,60¢ *
L. Glenn Orr, Jr 19,07+ *
FMR LLC (2) 5,715,81 10.(%
Goldman Sachs Asset Management, L.P 3,756,62! 6.€%
ING Groep N.V. (4 5,062,91i 8.9%
Nomura Asset Management Co. Ltd. 3,930,801 6.%
The Vanguard Group, Inc. ( 3,834,401 6.7%
All executive officers and directors as a group [f&Bsons 3,709,92. 6.2%



* Less than 19

(1) The total number of shares outstanding usedliculating this percentage assumes that no opgrpértnership units, stock options or
warrants held by other persons are exchanged &estof common stoc

(2) FMR LLC is located at 82 Devonshire Street, BosMA 02109. FMR LLC is the parent holding compaf Fidelity Management &
Research Company, Fidelity International Limited &yramis Global Advisors, LLC, which are investinadvisers for a variety of
segregated Fidelity mutual funds and indices. Adicgy to Schedule 13G filed with the SEC, the repgrpersons are of the view that
they are not acting as a “group” for purposes afti®a 13(d) under the Securities Exchange Act (418nd that they are not otherwise
required to attribute to each other the “benefioi@hership” of securities “beneficially owned” Byet other entities within the meaning
of Rule 13d-3 promulgated under the Securities Brgle Act. Therefore, they are of the view thatsthares held by the other entities
need not be aggregated for purposes of Sectior)..

(3) Goldman Sachs Asset Management, L.P. is loG#té@ Old Slip, New York, NY 10005. Informationtamed from Schedule 13G filed
with the SEC

(4) ING Groep N.V. is located at Amstelveensewe, 3@81 KL Amsterdam, The Netherlands. Informatdtained from Schedule 13G
filed with the SEC

(5) Nomura Asset Management Co. Ltd. Is locatec-12-1, Nihonbashi, Chuo-ku, Tokyo, Japan 103-82@f@rmation obtained from
Schedule 13G filed with the SE

(6) The Vanguard Group, Inc. is located at 100 \teand, Blvd., Malvern, PA 19355. Information obtairfeom Schedule 13G filed with
the SEC

Equity Compensation PlansThe following table provides information as of Dad®er 31, 2007 with respect to shares of commorkstoc
that may be issued under our existing equity corsg@ion plans:

Number of Securities tc

be Issued upon Exercis Weighted Average Number of Securities Remaining
Exercise Price of Available for Future Issuance
Plan Category of Outstanding Options Outstanding Options under Equity Compensation Plans (1
Equity Compensation Plans Approved |
Stockholders (2 1,909,82 $ 26.4¢ 1,234,59
Equity Compensation Plans Not Appro
by Stockholders (3 — — 123,20°

(1) Excluding securities reflected in the column eatl*Number of Securities to be Issued upon Exercig@uistanding Option”

(2) Consists of the Amended and Restated Stoclo®Btian, under which the compensation and govememmmittee generally grants
stock options and restricted stock, and has tHéyatm grant phantom stock and stock appreciatights, to our employees, officers and
directors.

(3) Consists of the 2000 Employee Stock Purchame, Bhder which all employees may contribute up5 of their compensation to
acquire shares of our common stock at a 15% didc



COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Compensation Discussion and Analysis

The following sets forth a discussion and analg$ithe compensation of our principal executiveasfi our principal financial officer
and the next three most highly compensated exexuofficers during 2007, which we collectively referas the “Named Executive Officers”:

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 Presidel

W. Brian Reame Senior Vice Presidel

Compensation Decision-MakingOur compensation and governance committee genesgtilyour compensation philosophy with res
to all of our officers, including Named ExecutivéiCers. For additional information about our compation and governance committee, see
“Corporate Governance—Compensation and Governaooettee.” Actual compensation decisions with respe Mr. Fritsch are made
solely by the committee generally at the beginmifigach year. Actual compensation decisions wisipeet to our other Named Executive
Officers are made by the committee generally ab#ginning of each year after receiving input frisim Fritsch.

Our current executive compensation program is baped input from Mercer Human Resource Consultiviich the compensation a
governance committee retains from time to timestéaw our existing compensation philosophy and sagdesign changes based on recent
trends and developments impacting executive offioenpensation and their best practices knowledgee&on a review recently conducted
by Mercer, we believe that overall compensatio0A7 for our Named Executive Officers was in thpragimate 50" percentile of our peer
group (which is described below).

Amounts earned in 2007 from incentive awards ghptér to 2007 generally were not considered itirgg compensation elements for
2007.

Other than Mr. Harris, none of our Named Execu@fficers has an employment agreement with us. Wered into a three-year
employment contract with Mr. Harris on July 1, 200#e contract is thereafter extended automatidafiyadditional threerear periods unles
we give natice to Mr. Harris during the 60-day pdrending one year prior to expiration of the cacttrMr. Harris may terminate the contract
at any time upon 30 dayprior written notice to us. The contract providesd minimum annual base salary of $305,000 forHérris, whict
may be increased by the Board of Directors.

However, we have change in control contracts wattheof Messrs. Fritsch, Harris, Stevens and Andetisat provide for payments and
benefits to such officers upon an actual or corsitre termination within 36 months from the dateaafhange in control. Mr. Reames would
also be eligible to receive certain payments amfies upon an actual or constructive terminatiagtiniy 12 months from the date of a change
in control pursuant to an arrangement we havedonetovering other employees. For additional infdiom about these arrangements, see
“Change in Control Arrangements” in this Compermaiscussion and Analysis and “—Post-Employmenn@ensation.”

Section 162(m) of the Internal Revenue Code gelyadahies a deduction for compensation in excegl ahillion paid to certain
executive officers, unless certain performanceldssire and stockholder approval requirements ate @ption grants and certain other
awards are intended to qualify as “performance-dfasempensation not subject to the Section 162 (@dudtion limitation. The committee
believes that a substantial portion of compensaamed under our compensation program would beetesl from the $1 million deduction
limitation. The committee’s intention is to qualify the extent reasonable, a substantial porti@ach executive officer's compensation for
deductibility under applicable tax laws.



Compensation Objectives and Componer@®mpensation for our officers, including Named Exee Officers, is based largely on the
following principles:

» variable compensation is a significant part of cenmgation with the percentage«risk increasing at higher levels of responsibil

« employee stock ownership aligns the interests fafers and stockholders and results in officersishdinancially in the success
and shortcomings of our company based in part tipein position responsibility, overall impact argbassed contributio

» performance-based compensation focuses officestrategic business objectives, controls fixed castsaligns pay with
performance through performar-leveraged incentive opportunitie

* compensation must be competitive with that offdrg@ther companies that compete with us to ataadtretain the best possible
executive talent; an

« differences in executive compensation should refldtering levels of responsibility and performa&mwith our organizatior

A key factor in determining levels of compensatiemains the pay practices of publicly-traded offRielTs with comparable revenues.
Our peer group consists of the following publicigeted office REITSs:

e Brandywine Realty Trus

e Corporate Office Properties Tru
e Duke Realty Corp.

* Kilroy Realty Corp.;

» Liberty Property Trust

» Mack-Cali Realty Corp.; an

» Parkway Properties, In

Publicly-available data from the peer group anénemendations from our outside compensation congsliaere considered in
determining the proportions of base salary, bonus®sual non-equity incentive compensation andtgguéentive compensation, as well as
targeted total compensation. The data from our gemrp is adjusted to take into account differerinanarket capitalization between the p
group companies and our company. Overall compens&iintended to be at, above or below competlévels depending upon our
performance relative to our targeted performanckthe performance of our peer group.

Base SalaryBase salaries for all of our employees are detexchby position, which takes into considerationgbepe of job
responsibilities and competitive market compensgpiaid by other companies for similar positionss@®aalaries are also driven by market
competition to attract and retain high quality eoygles. Our overall approach to setting base saleri® create and sustain stockholder value
by balancing our need to retain high-quality empksywhile controlling the annual growth of our gahand administrative expenses. Under
guidelines established by our compensation andrganee committee, the target for total cash congt@rsof Named Executive Officers is
approximately the 50 percentile compared to our peer group.

Effective in April 2007, the base salaries for Nanieecutive Officers were increased by a nominat-of-living adjustment as
compared to their base salaries for the last nioeths of 2006 and the first three months of 200&sE increases were similar to the average
increases for all of our salaried employees. leiheining to increase base salaries, the compensatio governance committee considered,
among other things, our planned operating budge2@67, cost of living increases in our variousiglivnal markets and publicly-available
data regarding the pay practices of other publitTREnd similarly situated public companies.

In July 2007, the compensation and governance ctteerntonducted a review of all sources of peerguata as described above and
other information provided by its outside consui$aio ensure that total cash compensation of theedeExecutive Officers is within its
targeted range. After such review, the committgg@ed additional base
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salary increases for Messrs. Fritsch, Harris aedests. The annualized base salary for Mr. Fritsab wcreased to $525,000 for the
remainder of 2007 and the first three months of820le annualized base salary for Mr. Harris wasgased to $350,000 for the remainde
2007 and the first three months of 2008. The anredibase salary for Mr. Stevens was increase836,900 for the remainder of 2007 and
the first three months of 2008.

Annual Non-Equity Incentive Programin 2007, all of our officers, including Named Exéea Officers, participated in our annual non-
equity incentive program pursuant to which theyengligible to earn cash payments (which were paidarch 2008) based on a percentage
of their annual base salary in effect for Decen#ti¥)7. Under this component of our executive comaims program, our officers are eligil
to earn additional cash compensation to the esgtific performance-based metrics are achieveidgltiie most recently completed year.
The position held by each officer has a target ahimecentive percentage. For 2007, the target drincantive percentage was 130% for
Mr. Fritsch, 95% for Mr. Harris, 90% for Mr. Stexv@and 65% for each of Messrs. Anderson and Redmasddition to considering the pay
practices of our peer group in determining eaclteffs annual incentive percentage, the committee eonsiders the individual officer’s
ability to influence our overall performance. Thenmsenior the position within the company, theatgethe portion of compensation that
varies with performance.

The actual amount an officer may earn under theamon-equity incentive compensation program ésgioduct of the target annual
incentive percentage times an “actual performaactof,” which can range from zero to 200%. The @qgberformance factor depends upon
the relationship between actual performance iniipereas at each of our divisions and predeteeahigoals. For Messrs. Fritsch, Harris and
Stevens, who served as corporate executives d260g, the actual performance factor was basedegdhls and criteria applied to our
performance as a whole. For Mr. Anderson, who seageregional manager for our Atlanta and Triadatpns and heads Highwoods
Development, LLC, his actual performance factoreaes upon the performance of those operations angasformance as a whole. For
Mr. Reames, who serves as regional manager foNashville, Memphis and Greenville operations, ltisial performance factor depends
upon the performance of our Nashville operatiors @ performance as a whole. Participants in aaual non-equity incentive program
receive quarterly statements throughout the yearillstrate our to-date performance under thgingrcriteria, which we believe is an
important tool in keeping our employees focuseddmeving our strategic goals.

The components and weighting of each year’'s metrib&ch are set by the compensation and governemoenittee prior to or near the
beginning of each year as part of our budgetingstredegic planning process, are intended to gfaseltch our company’s overall operating
and financial goals and provide our officers witredt “line of sight” to focus their individual affts to the achievement of the metrics. The
performance criteria for officers during 2007 wdhre following:

« growth in core funds from operatior*FFC") (36% weighting for corporate executives and 24% ting for divisional officers)

e net operating income relative to budgeted amow@%s(weighting for corporate executives and 30% g for divisional
officers);

» cash available for distribution (“CAD”) payout ratf24% weighting for corporate executives and 168tgtting for divisional
officers).

e average occupancy rates relative to budgeted (5286 weighting for corporate executives and 18%gWeng for divisional
officers); anc

e average payback on leases relative to a fixed @8alweighting for corporate executives and 12% Wweng for divisional
officers).

The compensation and governance committee sehtiicegarget and maximum levels with respect tchezche five factors. The
following table sets forth information about thetnes and actual performance factors under our alhmon-equity incentive program for
2007:
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Factor Threshold (50%) Target (100%) Maximum (200%)

Core FFO Growth Projected Threshold Increase Projected Target Increase over Projected Maximum Increase
over Prior Yea Prior Year over Prior Yea
Net Operating Incom 97% of Budgeted Net 103% of Budgeted Net 110% of Budgeted Net
Operating Incom Operating Incom Operating Incom
CAD Payout Ratio Projected Threshold Decrease Projected Target Decrease over Projected Maximum
over Prior Yea Prior Year Decrease over Prior Ye
Average Occupancy 99.6% of Budgeted Average 100.1% of Budgeted Average 101.5% of Budgeted Average
Occupancy Occupancy Occupancy

Average Payback on Leases (1) 60 Basis Points Worse than thel00.0% of Prior 3-Year Average 200 Basis Points Better than
Prior Z-Year Average the Prior -Year Average

(1) “Average payback on leases” means the ratith@fnvestment we make in a particular lease divigethe total cash rent receivable
under the fixed term of the lease. For this faddower number means improved operating performz

If the threshold level is not satisfied with resjieca particular factor, the actual performanatdawould be zero with respect to that
factor. If performance exceeds the threshold lbu¢ldoes not satisfy the target level, the actedlgpmance factor would range on a sliding
scale between 50% and 100% with respect to thadrfdf performance is between the target level timdmaximum level, the actual
performance factor would range on a sliding scatevben 100% and 200% with respect to that factoe. Jerformance factor used to
determine the amount an executive could earn if7 20@er the annual non-equity incentive program tivasveighted average of the five
factors. Notwithstanding the formulas describedvabour compensation and governance committeechainied the discretion and flexibility
to increase or decrease the actual performancer faith respect to any particular year and/or aastipular officer to more appropriately
reflect, in the committee’s sole judgment, actuaf@rmance, market conditions, unanticipated cirstamces and other factors. The
compensation and governance committee did not iseeits right to modify the actual performance ¢ador any of the Named Executive
Officers in 2007. For 2007, the actual performafactor under the non-equity incentive program w28% for Messrs. Fritsch, Harris and
Stevens, 97% for Mr. Anderson and 115% for Mr. Resus a result, under the non-equity incentivggm for 2007, Mr. Fritsch earned
$877,859, Mr. Harris earned $427,675, Mr. Stevemser $382,013, Mr. Anderson earned $158,071 andRetimes earned $186,170.

The performance criteria for officers during 20@8\ich are equally weighted, are the following:
» growth in FFO from our core operatiol
* net operating income
» CAD payout ratio; an
* average occupancy rates relative to budgeted |

The compensation and governance committee halsreshbld, target and maximum levels with respeegith of the four factors. The
following table sets forth information about thetrmes and actual performance factors under our alhmon-equity incentive program for
2008:
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Factor Threshold (50%) Target (100%) Maximum (200%)

Core FFO Growth Projected Threshold Increase Projected Target Increase Projected Maximum Increa
over Prior Yea over Prior Yea over Prior Yea
Net Operating Income (¢ Greater of 97% of Budgeted N 101.5% of Budgeted Net 105% of Budgeted Net
Operating Income or Year-Over- Operating Income Operating Income

Year Growth in Actual Net
Operating Income of at Least .

CAD Payout Ratio 100% Projected Target Decrease  Projected Maximum Decree
below Threshold Rati below Threshold Rati
Average Occupancy 99.7% of Budgeted Average 100.2% of Budgeted Average 101.0% of Budgeted Avera
Occupancy Occupancy Occupancy

(1) Payouts in excess of target also require-overyear growth in actual net operating income of ast&%.

We believe that the estimated probability of achieent of the threshold levels is 80%, the estimptebtability of achievement of the
target levels is 60% and the estimated probalofitgchievement of the maximum levels is 20%.

Equity Incentive Compensation—OvervieWur officers, including our Named Executive Offisgare eligible to receive equity
incentive compensation that promotes our long-tsuntess by aligning their interests with the irderef our stockholders. The equity
incentive awards provide the executive officerswaih ownership interest in our company and a daedtdemonstrable stake in our success
to the extent of their position, responsibility eoall impact and assessed contribution. We havptadstock ownership guidelines for all of
our officers. For additional information, see “Corate Governance — Security Ownership of Certaineieial Owners and Management and
Related Stockholder Matters.”

Our compensation and governance committee autlsogizeix of stock options and restricted stock awandNamed Executive Officers
valued at amounts ranging in the aggregate from 86285% of their annual base salary depending wosition within our company. For
the past seven years, such percentage amountrhamesl constant at 295% for our Chief Executivad@ff 180% for our Chief Operating
Officer and Chief Financial Officer and 75-100% & regional Senior Vice Presidents. Such awarelg@nerally issued on or about
March 1 of each year. For the grant date fair valuguch awards in 2007 calculated in accordantle FAS 123(R), see the “Grant Date Fair
Value of Stock and Option Awards” column in thelgabnder “—Grants of Plan-Based Awards in 2007.”

Equity Incentive Compensation—Stock OptiornBhe compensation and governance committee beltea¢stock option awards are an
important and useful component of our equity inisentompensation program. Like restricted stoakglsbptions offer the potential to real
additional compensation in the future upon increasehe price of our common stock. Stock optioiffedfrom restricted stock in several k
areas. First, the receipt of stock options is galhenot taxable to holders until exercise, at vihtiene there is typically cash available to the
holder as a result of the sale of shares acquiped axercise to pay the tax. Second, unless wg @leaur sole discretion, to net share settle
an option upon exercise by issuing an amount afeshequal to the in-the-money value of the optatock option exercises have a positive
impact on our cash flows from financing activiti@kird, holders of stock options, unlike restricetdck, are not entitled to receive dividends.
Stock options issued in 2007 vest ratably on awahimasis over four years and remain outstandingdeen years. The value of such options
as of the date of grant was calculated using tlelB5choles option-pricing model.

Equity Incentive Compensation—Time-Based Restrict&thck. The compensation and governance committee beltbaéshe issuanc
of time-based restricted stock is an importantntide device and serves to deter our officers femmking other employment opportunities.
Time-based restricted stock issued in 2007 wilt vaably on an annual basis over a four-year téfram officer leaves our employ at any
time before the fourth anniversary of the daterahty unvested shares generally are forfeited éxaptherwise provided under our
retirement plan.
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In addition to the ordinary grant in 2007 of timasked restricted stock in amounts consistent wish paactice, our compensation and
governance committee, after input from our outsidiepensation consultants, rewarded Messrs. Friksatris and Anderson for individual
excellent performance over the past several ygaeathorizing an additional grant of tinbased restricted stock in 2007 of 100,000 sham
Mr. Fritsch, 31,000 shares for Mr. Harris and 1P,58ares for Mr. Anderson. Such shares issued ssideHarris and Anderson will vest
ratably over three years. Such shares issued té-filsch will vest ratably over four years. If aswch officer leaves our employ at any time
during the vesting period, unvested shares wifidoieited regardless of whether such officer igiblie for benefits under our retirement plan.

Equity Incentive Compensation—Total Return-Basedd®décted StockThe compensation and governance committee belteees
issuance of total returbased restricted stock directly aligns the intare$our officers with stockholder interests. Ofi@ar principal goals i
to provide our stockholders with attractive riskemtied returns on their investment through the istest payment of quarterly dividends and
stock price appreciation. Shares of total retursebaestricted stock issued in 2007 will genenadlgt only to the extent our total return index
over a three-year period is at least 100% of oer geoup. Total return is defined as the sum afksfwrice appreciation plus reinvested
dividends over the stock value at the beginninthefapplicable period. The peer companies withhtgbeest and lowest total return are
eliminated from the calculation to avoid any ondieufrom distorting the overall comparison. Inddibn, the total return of each company in
the peer group is weighted to reflect the relatharket capitalization of each company.

Our compensation and governance committee seladiee-year cycle to match the grants of totalrnebased restricted stock in 20
generally with our three-year strategic planningcgss. The three-year performance period begidsiomary 1 of the year of the grant. The
percentage of total retutmased restricted stock that vests at December(8B, ®ill be equal to the sum of 50% plus 2.5% fackepercentag
point that our total return index exceeds 100%heffieer group index. Accordingly, if our total retindex is not at least 100% of the peer
group index, all of the total return-based restdcstock issued in 2007 will be forfeited on Decentkil, 2009, except as otherwise described
below. If our total return index ranges between%@hd 120% of the peer group index, the percerghgmal return-based restricted stock
issued in 2007 that vests on December 31, 2009avilie between 50% and 100%. If our total retudexranges between 120% and 160%
of the peer group index, all of the total-returisdx restricted stock issued in 2007 will vest onddeber 31, 2009 and on such date we will
issue an amount of additional shares up to 100&beobriginal total return-based restricted stoclaalv These additional shares, if any, would
be fully vested when issued. If an officer leavas @mploy at any time before the end of the threaxgycle, all of the total return-based
restricted stock issued in 2007 generally will bddited except to the extent vested as set forthé next paragraph or as otherwise provided
under our retirement plan.

Notwithstanding the foregoing, even if our totalre index over the three-year period is less @06 of the peer group index, one-
sixth of the total return-based restricted stoskiésl in 2007 will nonetheless vest at the end ciff gear during the thregear cycle if our tote
return index exceeds 9% during such applicable. y&@ purpose of the additional vesting criteritoiseward officers when we deliver in €
particular year what the compensation and govemanmmittee believes is an attractive absolutd lefueeturn to our stockholders. None of
the total return-based restricted stock issuedBv2/ested as of December 31, 2007.

Shares of total return-based restricted stock ¢sgu€008 will generally vest only to the extent aibsolute total return for the thrgeau
period ended December 31, 2010 is at least 22%orélowgly, if our absolute total return is not sase 22%, all of the total return-based
restricted stock issued in 2008 will be forfeited@ecember 31, 2010, except as otherwise deschibledv. If our absolute total return ranges
between 22% and 44%, the percentage of total rétased restricted stock issued in 2008 that vesBemember 31, 2010 will range betw
50% and 100%. If our absolute total return rangee/ben 44% and 88%, all of the total-return basstticted stock issued in 2008 will vest
on December 31, 2010 and on such date we will iasieBmount of additional shares up to 150% of tigéral total return-based restricted
stock award. These additional shares, if any, wbeldully vested when issued. Notwithstanding tredoing, if our total return is not at le
22% but our total return index exceeds 100% ofpier group index,
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then 50% of the total return-based restricted sissked in 2008 will vest on December 31, 201@nlbfficer leaves our employ at any time
before the end of the three-year cycle, all oftthel returnbased restricted stock issued in 2008 generallybeiforfeited except as otherwi
provided under our retirement plan.

Equity Incentive Compensation—Performance-Based Riesed Stock.The compensation and governance committee beltbees
issuance of performance-based restricted stock fimeto time is an important motivational tool Wgmd to reward our officers with
additional equity incentive compensation to theeakspecific performance-based metrics are achieveda three-year period. The
components and weighting of the metrics for thentgraf performance-based restricted stock in 206/&wntended to closely match the goals
of our three-year strategic planning process. Tdmepany-wide performance criteria for performanceeobrestricted stock issued during
2007, which are equally weighted, are the followfimgncial and operating measures as of and foyé¢lae ended December 31, 2009:

» overall occupancy

» cumulative three-year FFO per diluted share (adfugt eliminate certain debits and credits in tiserétion of the compensation
and governance committes

e cumulative thre-year free cash flow (which means CAD less actual gavidends and distributions); au
» average thre-year operating expense rai

At the beginning of 2007, the compensation and guvece committee set the following threshold, thegel maximum levels with
respect to each of the four factors:

Factor Threshold (50%) Target (100%) Maximum (150%)
Overall Occupancy at December 31, 2009 98.4% of internal 100.0% of internal 101.1% of internal
strategic goa strategic goa strategic goa
Cumulative Three-Year FFO Per Share 98.1% of internal 100.0% of internal 105.1% of internal
strategic goa strategic goa strategic goa
Cumulative Three-Year Free Cash Flow 77.8% of internal 100.0% of internal 133.3% of internal
strategic goa strategic goa strategic goa
Average Threefear Operating Expense Re 95.6% of internal 100.0% of internal 103.8% of internal
strategic goa strategic goa strategic goa

For grants of performance-based restricted stoekhslieve that the estimated probability of achieget of the threshold levels is 80%,
estimated probability of achievement of the tatgeels is 60% and estimated probability of achiegetof the maximum levels is 20%. If t
threshold level is not satisfied as of December2BD9 with respect to a particular factor, the ingspercentage would be zero with respect to
that factor. If performance is between the thredtelel and the target level, the vesting percentaguld range on a sliding scale between
50% and 100% with respect to that factor. If perfance is between the target level and the maxinewsi,lthe vesting percentage would
range on a sliding scale between 100% and 150%redhect to that factor. The number of shares dbpaance-based restricted stock that
vests at December 31, 2009 will be based on theathaverage of these vesting percentages. Unvestaes of performance-based restricted
stock would be forfeited at December 31, 2009. Vileissue an amount of additional shares up to %%he original total performandease
restricted stock award to the extent the overarage of the vesting percentages exceeds 100%e Hdedional shares, if any, would be ft
vested when issued. If an officer leaves our emptany time before the end of the three-year ¢cydlef the performance-based restricted
stock issued in 2007 generally will be forfeiteadtept as otherwise provided under our retirement.pla

Officers receive quarterly statements throughoetttinee-year period that specifically illustrate titdate and forecasted performance
under the varying criteria. We believe this is mmportant tool in keeping our officers focused daiatng the higher levels of the criteria and
delivering tangible and concrete results that eréaig-term, sustainable stockholder value.

The company-wide performance criteria for perforogbased restricted stock issued during 2008, wdnietequally weighted, are the
following financial and operating measures as af fom the year ended December 31, 2010:

» cumulative three-year FFO per diluted share (adfust eliminate unusual debits and credits in ikerdtion of the compensation
and governance committee); &
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e cumulative thre-year free cash flow; ar
e cumulative thre-year investment activity

At the beginning of 2008, the compensation and guvece committee set the following threshold, thegel maximum levels with
respect to each of the three factors:

Factor Threshold (50%) Target (100%) Maximum (150%)
Cumulative Three-Year FFO Per Share 97.6% of internal 100.0% of internal 104.8% of internal
strategic goa strategic goa strategic goa
Cumulative Three-Year Free Cash Flow 71.4% of internal 100.0% of internal 142.9% of internal
strategic goa strategic goa strategic goa
Cumulative Threefear Investment Activity ( 70.0% of internal 100.0% of internal 120.0% of internal
strategic goa strategic goa strategic goa

(1) Investment activity includes development, dispositiacquisition, redevelopment and joint venturtéveg.

Employee Benefits and Perquisiteésach officer receives the same company-wide benafitare generally available to all other salaried
employees, such as short-and long-term disabilgyriance, basic life insurance and eligibility Sapplemental health and life insurance,
flexible health care reimbursement accounts andikd@iatching. Officers participate in the same campwide health insurance program,
except that we pay an officer’s family premium. Aduhally, officers are entitled to receive addital annual perquisites not widely available
to all salaried employees, including a car alloveaand, subject to limitations, reimbursement faspeal financial consulting services and
costs of a physical exam not otherwise coveredunyhealth insurance. We also paid the premium dditeonal life insurance coverage on
behalf of Mr. Fritsch during 2007. Officers mayakect to defer a portion of their base salary@nannual bonus, which is then invested in
various unrelated mutual funds.

Like all employees, each officer is also eligilecbntribute up to 25% of his pay for the purchalseommon stock under our employee
stock purchase plan. Generally, at the end of #aele-month offering period, each participant'scact balance is applied to acquire newly
issued shares of common stock at a cost thatdsleatd at 85% of the lower of the average clogirice on the New York Stock Exchange
the five consecutive days preceding the first daye quarter or the five days preceding the lastaf the quarter. The value of the discount
from the market price for common stock acquiredasrtde employee stock purchase plan is not deemled éxecutive compensation under
SEC rules since all of our salaried employees aneglly eligible to participate in the plan.

Change in Control ArrangementdNe have change in control agreements with Messitsck, Harris, Stevens and Anderson that
provide benefits to such officers in the eventaifial or constructive terminations of employmenthim a three-year period after a change in
control involving our company. Mr. Reames woulddie eligible to receive certain payments and bengbpon an actual or constructive
termination within a one-year period after a chaimgeontrol pursuant to an arrangement we havédaioepcovering other employees. Our
compensation and governance committee believesatefits payable upon a termination of employmehdding a change in control are
reasonable relative to similar arrangements inngi\executive officers of our peer companies andrapartant to ensure the retention and
focus of key employees in the event our Board deiters that pursuing a potential change in consrah iour stockholders’ best interest.

Retirement PlanWe have a retirement plan applicable to all empsyeho, at the time of retirement, have (1) attl8@syears of
continuous qualified service or (2) are at leasy&ars old and have at least 10 years of contingoakfied service. Subject to advance
written notice and execution of a non-compete agss# with us, eligible retirees would be entitledéceive a pro rata amount of the annual
non-equity incentive compensation earned during/dae
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of retirement. Stock options and time-based rdstiistock granted to such eligible retiree durirsgdn her employment would be non-
forfeitable and vest according to the terms ofrtbeiginal grants. Eligible retirees would alsodsgitled to retain any performance-based and
total return-based restricted stock originally geainto such eligible retiree during his or her emgpient that subsequently vests after the
retirement date according to the terms of theginél grants. The benefits of the retirement plaplyaonly to restricted stock and stock opt
grants beginning in 2006 and are being phased% @» March 1, 2006 and 25% on each anniversargdfieGrants made prior to 2006 are
unaffected. Messrs. Anderson and Harris are cuyrefigible to receive benefits under this plarttie event of retirement.

Incentive Plans Applicable to Regional Manageldessrs. Anderson and Reames are also eligiblertwipate in certain compensati
plans not generally available to corporate officéve have a development cash incentive plan putdoavhich certain of our regional and
divisional managers, such as Messrs. Anderson aathRs, and other regional and divisional operapensonnel can receive a cash payout
from a development incentive pool. The purposéisf plan is to motivate such employees to pursaestive development opportunities that
would create long-term value for our stockhold@itse amount of funds available to be earned undepldin depends upon the timing and
cash yields of a qualifying development project, dan be up to $50,000 per project. Our Executiiee WPresident and Chief Operating
Officer, Mr. Harris, is authorized to determinewsdtpayouts made to individual employees underplain based on the contribution of
employees in securing new, accretive developmeajéegts. The plan only applies to new developmeojegts approved by our investment
committee on or after January 1, 2006. NeitherAfiderson nor Mr. Reames earned any payouts unidepltm in 2007.

In July 2006, Mr. Anderson became Executive VicesRtent of Highwoods Development, LLC, a taxablesgdiary formed to pursue
the development of office and industrial properf@sexisting customers, such as the GSA, in cackreon-core markets. Mr. Anderson is
eligible to receive an approximate 30-50% inteiest pool that consists of 10% of the cumulativeafter-tax profits of Highwoods
Development, LLC. For 2007, Mr. Anderson was eligito earn a cash payment equal to the greatdr) dfi§ interest in the Highwoods
Development, LLC pool or (2) the amount he wouldleemed to have earned under our annual non-dquéwtive program. Because his
interest in the Highwoods Development, LLC pool Wess than the amount he was eligible to earn uthg@eannual non-equity incentive
program for 2007, he earned the latter amount.Bagg in 2008, it is anticipated that Mr. Andersetarget annual incentive percentage
under our annual noequity incentive program will be reduced from 65%@pproximately 20% and he will continue to beibligfor payouts
under the Highwoods Development, LLC pool.
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Summary Compensation Table
The following table sets forth information concemithe compensation of the Named Executive Officers

Nonqualified
Deferred Non-Equity
Name and Stock Option Compensatior Incentive Plan All Other
Principal Position Year Salary Bonus (1) Awards (2) Awards (3) Earnings (4) Compensation (5 Compensation (6 Total
Edward J. Fritsch 2007 $476,14¢ — $1,680,90. $273,66¢ $ 581 $ 877,85¢ $ 655,53; $3,964,69
President and CE 200¢ $428,31: $135,00( $ 678,33! $216,47: $ 55C $ 543,33¢ $ 199,57¢ $2,201,58:
Michael E. Harris 2007 $340,09: $ 50,00 $ 857,01¢ $165,33. $ 1,04: $ 427,678 $ 145,40¢ $1,986,56
Executive Vice 200€ $323,75( $ 60,60( $ 394,39( $124,80¢ $ 1,182 $ 330,48t $ 107,45( $1,342,67
President and COr
Terry L. Stevens 2007 $291,67¢ — $ 336,08 $9581: $ 1,112 $ 382,011 $ 74,72( $1,181,41:
Senior Vice Presider 200€ $256,39: — $ 310,38t $ 71,31! $ 1,05¢ $ 209,73 % 65,97 $ 914,85¢
and CFC
Gene H. Anderson 2007 $247,58: — $ 352,74 $ 69,08t $ 2,461 $ 158,07. $ 70,237 $ 900,18:
Senior Vice Preside 200€ $238,83. $ 27,000 $ 176,31 $ 54,64( $ 2,930 % 185,62¢ $ 53,13« $ 738,48(
W. Brian Reames 2007 $237,53 — $ 141,65¢ $ 39,54( $ 1,74¢ $ 186,17( $ 49,74¢ $ 656,40:
Senior Vice
President (7

(1) For 2006, consists of a portion of the caslopéy earned during the year for awards grante@@4 2inder the 1999 Shareholder Value
Plan. Because the total return index of our comstook over the applicable three-year period wa®d.66a comparable index of our
peers, for awards granted in 2004 under the 199®eBblder Value Plan, Mr. Fritsch was entitledamne$146,250, Mr. Harris was
entitled to earn $65,650 and Mr. Anderson was ledtio earn $29,250. Such amounts are includekiriNon-Equity Incentive Plan
Compensation” column for 2006. In recognition of gignificant absolute total stockholder returnrahe three-year period, the
compensation and governance committee increasqghimit ratio from 106% to 130%. As required by SHI@s, such additional
earnings for Messrs. Fritsch, Harris and Andergerreported under the “Bonus” column. Cash payeatsed in 2006 for the 2004
grant under the 1999 Shareholder Value Plan wetkipahe following year. In lieu of cash payoutd,. Stevens elected to receive
shares of common stock, which are reflected ir“ Stock Award” column for 2006

(2) Consists of compensation expense recognizad lguring the period in accordance with FAS 123(if) respect to all outstanding
restricted stock, including restricted stock grdriteprior periods. Other than shares of commonkstesued to Mr. Stevens in
connection with the 2004 grant under the 1999 Stwdder Value Plan, such stock awards consistetianfes of restricted stock that are
subject to varying vesting criteria and includeditrased restricted stock, performance-based rtestritock and total return-based
restricted stock. For information regarding ouruasgtions in the valuation of outstanding restricteatk and restricted stock forfeitu
see Note 6 to the Consolidated Financial Stateniemsr 2007 Annual Report. For additional inforinat including the grant date fair
value of restricted stock granted in 2007, see “affB of Plan-Based Awards.” For Mr. Stevens, thewarhset forth in 2006 includes
2,327 shares of our common stock earned in 200t6h&2004 grant under the 1999 Shareholder Valae. Huch shares were valued at
$94,849 in the aggregate as of the date of issyariieh includes the value attributable to Mr. $tes’ election at the beginning of the
three-year period to receive shares of common sibakl0% discount in lieu of a cash payout. Althef shares of common stock issued
to Mr. Stevens in 2006 for the 2004 grant underli®@9 Shareholder Value Plan were fully vested upsuance

(3) Consists of compensation expense recognized lgyring the period in accordance with FAS 123(i) respect to all outstanding
stock option awards, including stock option awagdmted in prior periods. Options granted to Nareecutive Officers are incentive
stock options or nonqualified stock options and vatbly on an annual basis over a four-year pef@ptions granted prior to 2005
have a 10-year term and options granted in 2005t@réafter have a seven-year term. For informatgarding our assumptions in the
valuation of outstanding stock options and stodkoopforfeitures, see Note 6 to the ConsolidatathRcial Statements in our 2007
Annual Report. For additional information, includithe grant date fair value of stock options grdime2007, see “—Grants of Plan-
Based Award”

(4) Prior to 2006, officers could elect to defesdaalary and annual non-equity incentive compemsédr investment in units of phantom
stock. At the end of each calendar quarter, angesfivho deferred compensation into phantom stoak evedited with units of phantc
stock at a 15% discount. Dividends on the phantoits @re assumed to be issued in additional ufiphantom stock at a 15% discot
Beginning in 2006, deferrals in the form of unifgpbantom stock are no longer permitted. Officehowleferred compensation prior to
2006 in this manner, however, continue to be ceeditith additional units of phantom stock at a 1di%eount upon the declaration of
dividends. The amount set forth in the table casgifthe value attributable to the 15% discounttenassumed issuance of additional
phantom stock upon the declaration of a dividendthSamounts do not take into account fluctuationsé implied value of such
phantom stock based on changes in the value af@umon stock. Such fluctuations in implied value @flected in the “Aggregate
Earning” column in the table und“Nonqualified Deferred Compensation Ta”

(5) Consists of amounts earned under our annuakgaity incentive program. For 2006, consists afsamounts Messrs. Fritsch, Harris
and Anderson were entitled to earn in 2006 for d&granted in 2004 under the 1999 Shareholder \Rile See Note 1. All such cz
payouts earned under these programs in a givennyezarpaid in the following yea

(6) Consists of amounts contributed by us undefSgdary Deferral and Profit Sharing Plan and offerquisites as described under
“Compensation Discussion and Analysis — Employeeeits and Perquisites.” For 2007, such amountialslades dividends received
on outstanding restricted stock, which consiste$ia®0,867 for Mr. Fritsch, $113,006 for Mr. Har$§3,714 for Mr. Stevens, $48,907
for Mr. Anderson and $24,633 for Mr. Reames. FdI&&uch amount also includes dividends receivedutstanding restricted stock,
which consisted of $148,904 for Mr. Fritsch, $63,46r Mr. Harris, $43,801 for Mr. Stevens and $28@or Mr. Anderson. For



Mr. Fritsch, such amount also includes $323,492ifelinsurance premiums, $12,745 for personallamsiness use of a vehicle and
$12,075 in financial consulting services in 2007d 13,862 for life insurance premiums and $11@8@ersonal and business use of a
vehicle in 2006. For Mr. Harris, such amount alsdudes $13,795 for club memberships not used sxely for business entertainm

purposes in 200¢
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(7) Information with respect to Mr. Reames’ compits for 2006 is omitted since he was not oneurftbree most highly compensated
executive officers other than the Cland CFO in 200€

Grants of Plan-Based Awards in 2007

The table below sets forth information with resgegblan-based awards granted in 2007 to the Ndmedutive Officers. The grant
date for all equity incentive plan awards was MacR007.

Estimated Possible Payouts Estimated Future Payouts All Other Grant Date
Under Non-Equity Under Equity Incentive All Other Option Awards: Per Sh_are Fair Value of
Incentive Plan Awards (1) Plan Awards (2) A\?vtacl)r((:iks ’;‘é’;‘fﬁ{ie‘g E);irg'gf S;ggk
Threshold Target Maximum Shares 61 Underlying Option Option
Threshold Target Maximum Stock Options Awards Awards
Name and Type of Award ($) ($) ($) (#) (#) (#) (#) (#) ($/sh) (%) (3)
Edward J. Fritscl
Annual Non-Equity Incentive
Program $341,25( $682,50( $1,365,00!
Performance-Based Restricte

Stock 2,93¢ 5,877 8,81¢ $ 247,01(
Total Return-Based Restricted

Stock 2,93¢ 5,877 11,75¢ $ 184,07
Time-Based Restricted Stou 111,75! $4,546,06:
Stock Options 41,63: $ 42.0: $ 263,95!

Michael E. Harris
Annual Non-Equity Incentive

Program $166,25( $332,50( $ 665,00(
Performance-Based Restricte

Stock 1,35 2,711 4,06¢ $ 113,94:
Total Return-Based Restricted

Stock 1,35t 2,711 5,42 $ 84,91(
Time-Based Restricted Sto 36,421 $1,483,96!
Stock Options 19,20: $ 42.0¢ $ 121,74

Terry L. Steven:
Annual Non-Equity Incentive

Program $148,50( $297,00( $ 594,00(
Performance-Based Restricte

Stock 1,07¢ 2,147 3,221 $ 90,23¢
Total Return-Based Restricted

Stock 1,07¢ 2,147 4,29 $ 67,24
Time-Based Restricted Stot 4,297 $ 180,43
Stock Options 15,20¢ $ 42.02 $ 96,40¢

Gene H. Anderso
Annual Non-Equity Incentive

Program $ 81,25( $162,50( $ 325,00(
Development Cash Incentive

Plan 4 4 4
Performance-Based Restricted

Stock 557 1,11 1,677 $ 46,77¢
Total Return-Based Restricte!

Stock 55€ 1,11 2,22¢ $ 34,86(
Time-Based Restricted Stoi 14,727 $ 600,10:
Stock Options 7,88¢$ 42.0:$ 49,99

W. Brian Reame
Annual Non-Equity Incentive

Program $ 81,25( $162,50( $ 325,00(
Development Cash Incentive

Plan 4 4) 4)
Performance-Based Restricte

Stock 44z 884 1,32% $ 37,15t
Total Return-Based Restricted

Stock 44z 884 1,76¢ $ 27,68¢
Time-Based Restricted Stot 1,767 $ 74,267
Stock Options 6,25¢ $ 42.02$ 39,68:

(1) The “Estimated Possible Payouts Under Non-Fduitentive Plan Awards” columns in the table refléhe threshold, target and



maximum cash amounts that our Named Executive @Hiwere eligible to earn in 2007 under our annoalequity incentive program
and, with respect to Messrs. Anderson and Reamegrwur development incentive plan. The “Non-Bgliitentive Plan
Compensation” column in the table under “—Summaoyn@ensation” includes actual cash amounts earngeruhese plans by our
Named Executive Officers for 20C

(2) The “Estimated Future Payouts Under Equity s Plan Awards” columns in the table reflect thanber of shares of performance-
based restricted stock and total retbased restricted stock that will vest in the futassuming threshold, target and maximum level
satisfied. The number of shares of restricted ssatKorth in the target column reflects the actuahber of shares of restricted stock
granted to such Named Executive Officer in 2007n&of the restricted stock granted in 2007 hadeeeas of December 31, 20(

(3) Reflects the fair value of each applicable gHrstock options and restricted stock, in accoodawith FAS 123(R). For a description of
our accounting policies and information regarding talculation of the fair value of awards of stogkions, total returirased restricte
stock and time-based restricted stock, see Nateoit Consolidated Financial Statements includeslin2007 Annual Report. For
determining the fair value of awards of performabased restricted stock, we have assumed that faxggs of performance will be
achieved

(4) For a description of the development cash iticeiplan, see “Compensation Discussion and Ansthdncentive Plans Applicable to
Regional Manager’
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Outstanding Equity Awards at 2007 Fiscal Year-End

The following table sets forth information with pest to outstanding equity awards held by the NaBextutive Officers as of

December 31, 2007:

Option Awards Stock Awards
Equity Incentive
Plan Awards:
Number of Number of Equity Incentive Market
Securities Securities Number of  Market Value Plan Awards: or Payout
Underlying Underlying Shares of of Shares of Number of Value of
Unexercisec Unexercised Option Option Stock That Stock That Unearned Share  Unearned Share
Options Options Exercise  Expiration Have Not Have Not That Have Not That Have Not
Name Exercisable  Unexercisable Price Date Vested (1) Vested (1) Vested (2) Vested (2)
Edward J. Fritscl 31,68¢ $20.6¢  2/28/1(
Edward J. Fritscl 27,83( $11.62  2/28/1(
Edward J. Fritscl 89,31¢ $24.9¢  2/28/1]
Edward J. Fritscl 112,19¢ $21.01 2/28/1:
Edward J. Fritsch (Z 42,94 42,94: $26.1F 2/28/1¢
Edward J. Fritsch (4 97,77¢ 97,777 $26.27 2/29/1:
Edward J. Fritsch (& 18,217 54,64¢ $32.37 2/28/1:
Edward J. Fritsch (€ 41,63 $42.0: 3/01/1¢
Edward J. Fritsch (7 152,62° $4,484,18 26,19¢ $ 769,71.
Michael E. Harris 19,09« $24.9¢  2/28/1]
Michael E. Harris 42,83 $21.01 2/28/1:
Michael E. Harris (8 19,34 19,347 $26.1f  2/28/1¢
Michael E. Harris (9 22,54¢ 45,09¢ $26.27 2/29/1:
Michael E. Harris (10 8,401 25,20t $32.37 2/28/1:
Michael E. Harris (11 19,20: $42.0: 3/01/1¢
Michael E. Harris (12 54,37: $1,597,44 12,08 $ 355,02¢
Terry L. Stevens (13 13,541 12,84¢ $26.1t 2/28/1¢
Terry L. Stevens (14 18,21¢ 35,71: $26.27 2/29/1:
Terry L. Stevens (1% 6,65¢ 19,96( $32.37 2/28/1:
Terry L. Stevens (1€ 15,20¢ $42.0: 3/01/1¢
Terry L. Stevens (17 16,31¢ $ 479,45: 9,56¢ $  281,13¢
Gene H. Anderso 7,45¢ $22.1¢  3/25/0¢
Gene H. Anderso 19,58¢ $20.6¢ 2/28/1(
Gene H. Anderso 20t $11.6: 2/28/1(
Gene H. Anderso 34,09 $24.9¢  2/28/1]
Gene H. Anderso 32,44« $27.08  2/29/1:
Gene H. Anderso 42,83 $21.01 2/28/1:
Gene H. Anderson (1¢ 25,81: 8,60t $26.1t 2/28/1¢
Gene H. Anderson (1¢ 18,48: 18,48: $26.271 2/29/1:
Gene H. Anderson (2( 3,441 10,32¢ $32.37 2/28/1%
Gene H. Anderson (2: 7,88¢ $42.0: 3/01/1¢
Gene H. Anderson (2. 23,48! $ 689,93: 4957 $  145,63:
W. Brian Reames (2: 5,82¢ $26.1f 2/28/1¢
W. Brian Reames (2¢ 13,607 $26.27 2/29/1:
W. Brian Reames (2¢ 8,197 $32.37 2/28/1:
W. Brian Reames (2¢ 6,25¢ $42.0: 3/01/1¢
W. Brian Reames (21 8,11t $ 238,41 393« $ 115,59
(1) Consists of tim-based restricted stoc
(2) Consists of performan-based restricted stock and total re-based restricted stoc
(3) With respect to unexercisable stock options, atbinee exercisable on March 1, 20

(4)
()
(6)

With respect to unexercisable stock options888 became exercisable on March 1, 2008 and 4&#g88cheduled to become
exercisable on March 1, 20C

With respect to unexercisable stock options218 became exercisable on March 1, 2008, 18,24 6creduled to become exercisable
on March 1, 2009 and 18,216 are scheduled to beeasreisable on March 1, 201

With respect to unexercisable stock option$408 became exercisable on March 1, 2008, 10,498creduled to become exercisable
on March 1, 2009, 10,408 are scheduled to becomeisable on March 1, 2010 and 10,409 are schedaolbecome exercisable on
March 1, 2011
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(7)

(8)
(9)

(10)

(11)

(12)

(13)
(14)

(15)

(16)

(17)

(18)
(19)

(20)
(21)

(22)

(23)
(24)

(25)
(26)

(27)

With respect to shares of time-based restristedk, 17,178 vested on March 1, 2008, 25,000eshare scheduled to vest on April 13,
2008, 20,158 shares are scheduled to vest on Ma2B09, 25,000 shares are scheduled to vest ah18p2009, 785 share are
scheduled to vest on April 16, 2009, 11,567 sharescheduled to vest on March 1, 2010, 25,00@shkae scheduled to vest on

April 13, 2010, 2,939 shares are scheduled toaeddarch 1, 2011, and 25,000 shares are schedubazst on April 13, 2011. With
respect to shares of performance-based restritdel and total return-based restricted stock, upitd45 shares are scheduled to vest
on December 31, 2008 and 11,754 shares are schdddutest on December 31, 2009 if and to the extenvesting criteria is satisfie
With respect to unexercisable stock options, atbloge exercisable on March 1, 20

With respect to unexercisable stock options522 became exercisable on March 1, 2008 and 22 &48cheduled to become
exercisable on March 1, 20C

With respect to unexercisable stock optiond)B became exercisable on March 1, 2008, 8,408cireduled to become exercisable on
March 1, 2009 and 8,402 are scheduled to becomeisable on March 1, 201

With respect to unexercisable stock optior80@ became exercisable on March 1, 2008, 4,808ckreduled to become exercisable on
March 1, 2009, 4,801 are scheduled to become eedalei on March 1, 2010 and 4,801 are scheduleddonhe exercisable on March 1,
2011.

With respect to shares of time-based resttisteck, 7,477 vested on March 1, 2008, 10,334eshane scheduled to vest on April 13,
2008, 9,204 shares are scheduled to vest on Ma2B0®D, 10,333 shares are scheduled to vest oh X5r2009, 5,335 shares are
scheduled to vest on March 1, 2010, 10,333 shaeescheduled to vest on April 13, 2010, 1,356 share scheduled to vest on

March 1, 2011. With respect to shares of perforraarased restricted stock and total retbased restricted stock, up to 6,662 share
scheduled to vest on December 31, 2008 and 5,4%2shre scheduled to vest on December 31, 2@0®ifo the extent the vesting
criteria is satisfied

With respect to unexercisable stock options, atbloee exercisable on March 1, 20

With respect to unexercisable stock optiof$837 became exercisable on March 1, 2008 and 1 a&b5scheduled to become
exercisable on March 1, 20C

With respect to unexercisable stock optiong54 became exercisable on March 1, 2008, 6,658cireduled to become exercisable on
March 1, 2009 and 6,653 are scheduled to becomeisable on March 1, 201

With respect to unexercisable stock optiorB)B became exercisable on March 1, 2008, 3,80&cireduled to become exercisable on
March 1, 2009, 3,802 are scheduled to become eedalei on March 1, 2010 and 3,802 are scheduleddonhe exercisable on March 1,
2011.

With respect to shares of time-based resttisteck, 4,225 vested on March 1, 2008, 6,795 shanescheduled to vest on March 1,
2009, 4,225 shares are scheduled to vest on Ma2®l1D and 1,074 shares are scheduled to vest echMa2011. With respect to
shares of performance-based restricted stock aabredurn-based restricted stock, up to 5,276eshare scheduled to vest on
December 31, 2008 and 4,294 shares are schedwedtton December 31, 2009 if and to the extenvéisting criteria is satisfie

With respect to unexercisable stock options, atbloge exercisable on March 1, 20

With respect to unexercisable stock optiorn24® became exercisable on March 1, 2008 and &&#44cheduled to become exercisable
on March 1, 200¢

With respect to unexercisable stock option#43 became exercisable on March 1, 2008, 3,448cireduled to become exercisable on
March 1, 2009 and 3,443 are scheduled to becomeisable on March 1, 201

With respect to unexercisable stock options, 1@€lscheduled to become exercisable on March B,20871 are scheduled to becc
exercisable on March 1, 2009, 1,971 are schedoleéd¢ome exercisable on March 1, 2010 and 1,974cheduled to become
exercisable on March 1, 201

With respect to shares of time-based resttisteck, 4,330 vested on March 1, 2008, 4,167 stemescheduled to vest on April 13,
2008, 3,909 shares are scheduled to vest on Ma2B0D, 4,167 shares are scheduled to vest on 232009, 2,187 shares are
scheduled to vest on March 1, 2010, 4,166 shaeescireduled to vest on April 13, 2010 and 557 share scheduled to vest on

March 1, 2011. With respect to shares of perforraarased restricted stock and total retbased restricted stock, up to 2,730 share
scheduled to vest on December 31, 2008 and 2,2#éskre scheduled to vest on December 31, 2@0@lifo the extent the vesting
criteria is satisfie

With respect to unexercisable stock options, atbloee exercisable on March 1, 20

With respect to unexercisable stock optiorB)8 became exercisable on March 1, 2008 and &g&0dcheduled to become exercisable
on March 1, 200¢

With respect to unexercisable stock options32 became exercisable on March 1, 2008, 2,738ceduled to become exercisable on
March 1, 2009 and 2,733 are scheduled to becomeisable on March 1, 201

With respect to unexercisable stock optiors64 became exercisable on March 1, 2008, 1,565ceduled to become exercisable on
March 1, 2009, 1,565 are scheduled to become esedalel on March 1, 2010 and 1,565 are scheduleddonhe exercisable on March 1,
2011.

With respect to shares of time-based resttisteck, 3,136 vested on March 1, 2008, 2,852 stee=scheduled to vest on March 1,
2009, 1,685 shares are scheduled to vest on Ma2®10 and 442 shares are scheduled to vest orhMa011. With respect to shares
of performance-based restricted stock and totatmebased restricted stock, up to 2,167 sharescireduled to vest on December 31,
2008 and 1,767 shares are scheduled to vest omibece31, 2009 if and to the extent the vestingreitis satisfied
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Option Exercises and Stock Vested in 2007

The following table sets forth information with pest to the exercise of stock options and vestirrggiricted stock by the Named
Executive Officers during 2007:

Option Awards Stock Awards

Value Realizec . Value Realizec
Number of Shares Acquirec

Number of Shares

Name Acquired on Exercise on Exercise on Vesting (1) on Vesting

Edward J. Fritscl 329,07¢ $ 6,896,97! 39,45¢ $ 1,406,52
Michael E. Harris 173,52 $3,532,17. 17,40° $ 614,97
Terry L. Steven: 12,00( $ 249,60( 12,00" $ 409,57
Gene H. Anderso — — 8,221 $ 299,63t
W. Brian Reame 41,07¢ $ 632,85 5,90: $ 213,90(

(1) None of our Named Executive Officers elected tbamy of the shares of restricted stock upon vggtither than shares forfeited to
in satisfaction of income tax liabilities) in 20(

Nonqualified Deferred Compensation in 2007

In 2007, each Named Executive Officer could eleatdfer all or a portion of his base salary, boemd/or amounts paid under our
annual non-equity incentive plan, which is thereisted in various unrelated mutual funds in sepa@ateunts on behalf of each Named
Executive Officer. The investment options undes ttéferred compensation plan are similar to thestiment options generally available tc
of our employees under our Salary Deferral andiP8faring Plan. Payout elections, which are madéaeé discretion of each participant,
must be made during or prior to the year in whiehdeferral occurs, as required by applicable irectaw regulations. None of the Named
Executive Officers received any such payout dugifg?7.

Prior to January 1, 2006, executive officers amdalors also could elect to defer cash compensédionvestment in units of phantom
stock. At the end of each calendar quarter, angwgies officer and director who deferred compemsatnto phantom stock was credited with
units of phantom stock at a 15% discount. Divideowshe phantom stock are assumed to be issuettliticamal units of phantom stock at a
15% discount.

The following table sets forth information with pest to nonqualified deferred compensation of taenld Executive Officers during
2007:

Aggregate Balance ¢ Aggregate Balance ¢
Executive Aggregate

Name December 31, 2006 Contributions (1) Earnings (2) December 31, 2007
Edward J. Fritscl $ 916,23( $ 225,57 39,71t $ 1,181,51
Michael E. Harris $ 217,71t $ 69,76¢ $ (75,85¢) $ 211,62!
Terry L. Steven: $ 267,08 $ 104,86 $ (29,609 $ 342,34!
Gene H. Anderso $ 485,40¢ $ 97,82: $(187,27)) $ 395,95¢
W. Brian Reame $ 1,526,92. $ 390,96¢ $(115,37) $ 1,802,50!

(1) Such amounts consist of earnings in 2007 thatlaceraported unde*—Summary Compensation Tal”

(2) Consists of changes in the value of deferralested in unrelated mutual funds and units of fmarstock and includes the value
attributable to the assumed issuance of additipnahtom stock at a 15% discount upon the declaratfi@ dividend. The value
attributable to the assumed issuance of additiphahtom stock at a 15% discount upon the declarafi@ dividend is also reflected in
the“Nonqualified Deferred Compensation Earn” column unde“—Summary Compensation Tal”

Post-Employment Compensation

Post-Employment Benefits for Mr. HarrisOur employment contract with Mr. Harris includesyisions restricting him from competi
with us during employment and, except in certafowrnstances, for a one-year period after terminasfcemployment. His employment
contract provides for, among other things, severgzayments in the event of termination by us witltawse or termination by Mr. Harris for
good reason equal to his base salary then in dffetthe greater of one year from the date of teation or the remaining term of the contract.
The following scenarios assume the employment ofHiirris had been terminated as of December 317.28Ghe event of his
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death, in addition to the benefits payable undgitdrim life insurance policy, the estate of Mr. fifawould have been entitled to receive a
cash payment of $456,842, all of his unvested tim®ed restricted stock would have vested immegliedgbro rata portion of his total return-
based restricted stock and performance-basedatestistock as of the date of his death would haes mon-forfeitable and continue to vest
according to the terms of their original grants aislstock options exercisable as of December @07 2vould have continued to be
exercisable for a six-month period thereafterhiévent of his disability, Mr. Harris would haveelm entitled to receive a cash payment of
$175,000 all of his unvested restricted stock wdwede been non-forfeitable and would have contirtoedst according to the terms of their
original grants and stock options exercisable d3egfember 31, 2007 would have continued to be esadrte for a six-month period
thereafter. In the event of termination by us withcause or by him with good reason, Mr. Harris Micwave been entitled to receive a cash
payment of $777,675, continuing benefits valuefildt, 162 and all of his unvested restricted stoacka@nstanding stock options, whether or
not then exercisable, would have been non-forfletahd would have vested automatically. In the eeétermination by Mr. Harris without
good reason, Mr. Harris would have been entitlegtteive a cash payment of $29,167, continuing fitsnalued at $930 and his stock
options exercisable as of December 31, 2007 woaNe ltontinued to be exercisable for a three-moettog thereafter. For information
regarding his outstanding restricted stock andkstgtions as of December 31, 2007, see “—OutstanBiuity Awards at 2007 Fiscal Year-
End.”

Post-Employment Benefits for Messrs. Fritsch, StageAnderson and Reamesnder the terms of the applicable equity awardshén
event the employment of any of Messrs. Fritschy&ts, Anderson or Reames had been terminatedesceinber 31, 2007 due to their
death, in addition to the benefits payable undeir tierm life insurance policy, all of their unvedttime-based restricted stock would have
vested immediately, all of their total return-basestricted stock and performance-based restritmek would have been non-forfeitable and
continue to vest according to the terms of thdagioal grants and their stock options exercisaBlefaDecember 31, 2007 would have
continued to be exercisable for a six-month petieaeafter. In the event the employment of any esMs. Fritsch, Stevens, Anderson or
Reames had been terminated as of December 31,d2@00 their disability, all of their unvested resed stock would have been non-
forfeitable and continue to vest according to #rens of their original grants and stock optionsreisable as of December 31, 2007 would
have continued to be exercisable for a six-montiogehereafter. For information regarding outsiagdestricted stock and stock options as
of December 31, 2007, see “—Outstanding Equity Alsat 2007 Fiscal Year-End.”

Benefits Upon a Change in ControWWe have change in control agreements with eachesfské. Fritsch, Harris, Stevens and Anderson
that provide benefits to such officers in the evartertain voluntary or involuntary actual or ctostive terminations of employment withil
three-year period after a change in control invaivbur company. The agreements generally proviale iftwithin 36 months from the date of
a change in control, the employment of the exeeutifficer is terminated without cause, includingoduntary termination because such
executive officer’s responsibilities are changedawy is reduced or responsibilities are diminisbetiecause of a voluntary termination for
any reason in months 13, 14 or 15 following thengfgain control, such executive officer will be ¢t to receive 2.99 times a base amount.
An executive’s base amount for these purposesualéq 12 times the highest monthly salary paitheexecutive during the I®enth perio
ending prior to the change in control plus the tgeaf (1) the average amount earned under ourammn-equity incentive program for the
preceding three years or (2) the amount earnedrsudd program during the most recently compleiszhf year. Each executive officer
would also be entitled upon any such terminatioreteive an additional stay bonus otherwise payablne first anniversary of the chang:
control in an amount equal the base amount refear@uthe preceding sentence. In the event ofamgé in control, Messrs. Fritsch, Harris,
Stevens and Anderson are each also entitled toveeagyross-up payment to pay for any applicabtésextaxes on excess parachute
payments, whether or not their employment is teateid. As of April 13, 2008, the expiration datetsf change in control agreements will be
April 13, 2011. The expiration dates of the chamgeontrol agreements are automatically extendedrie additional year on each
anniversary date unless we give notice at leasta§8 prior to such anniversary date that the teiltmat be extended.

Mr. Reames would also be eligible to receive certanefits upon an actual or constructive termimatvithin a one-year period after a
change in control pursuant to an arrangement we haplace covering other employees. This arrangegenerally provides that, if within
12 months from the date of a change in controletih@loyment of the
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employee is terminated without cause, includinglantary termination because such employee’s respibities are changed, salary is
reduced or responsibilities are diminished, suchleyee will be entitled to receive up to one yedase salary plus the amount earned (on ar
annualized basis) during the year of such changeritrol under our annual non-equity incentive pang,.

For purposes of these arrangements, “change imatbgenerally means any of the following events:
» the acquisition by a third party of 20% or morepaf ther-outstanding common stoc

« the individuals who currently constitute the Boafdirectors (or individuals who subsequently beeatirectors whose elections
or nominations were approved by at least a majofityre directors currently constituting the Boafdirectors) cease for any
reason to constitute a majority of the Board ofebiors;

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

» approval by our stockholders of a complete liquaabr dissolution or the sale or other dispositdmll or substantially all of our
assets

The table set forth below describes the benefitsdve Fritsch, Harris, Stevens, Anderson and Reamekl have each received under
our change in control agreements assuming the gmglot of such officers had been terminated in cotioie with a change in control that
occurred as of December 31, 2007. For purposdsofable, we assume the per share price of ounmmstock was $29.38, which was the
closing price on the NYSE on December 31, 2007. €juity incentive plans provide for the immediagsting of all options, restricted stock
and benefits upon a change in control. The valusarfk options and restricted stock that vesteat poi the change in control and other
benefits that are payable in accordance with teemns, regardless of the occurrence of a changeritrol, such as benefits under our deferred
compensation plan and retirement plan, are not ddamder SEC rules to be payments upon a termm#fdilowing a change in control.

Value of Vesting of Performance-

Value of Vesting of Value of Vesting o Excise Tax

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

Name Payment (1) Benefits (2) Restricted Stock (3 Restricted Stock (4) Stock Options (5) Payments
Edward J. Fritscl $6,484,25! $1,785,62. $ 4,484,18. $ 665,72: $ 442,79¢ $4,540,43!
Michael E. Harris $3,534,97! $ 170,72 $ 1,597,44 $ 307,04 $ 202,72t $1,766,53.
Terry L. Steven: $3,226,85 $ 67,48 $ 479,45 $ 243.17¢ $ 152,57: $1,532,14:
Gene H. Anderso $1,787,65 $ 59,741 $ 689,93: $ 125,90¢ $ 85,27: $ 833,76«
W. Brian Reame $ 434,26. — $ 238,41 $ 99,94: % 61,14 —

(1) Includes amounts earned under our annual naityeigcentive program for 2007 but unpaid as ot&maber 31, 2007. The change in
control agreements require the payment to our NaExedutive Officers of amounts earned but unpaidfdke date of the change in
control. Such amounts, which are deemed to have éaeed in 2007, are also reflected ur*—Summary Compensation Tal”

(2) Consists of the present actuarial benefitsootiouing health care and other benefits. Uponmaiteation in connection with a change in
control, Messrs. Fritsch, Harris and Anderson waltw be entitled to receive continuing health iasae coverage until such officer
becomes eligible for standard medical benefits uividicare.

(3) Consists of all outstanding shares of time-tasstricted stock held by such Named Executivéc®ffthat had not vested as of
December 31, 200°

(4) Consists of all outstanding shares of perforeeapased and total retubased restricted stock held by such Named ExecQiffieer tha
had not vested as of December 31, 2

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

In the event the employment of Messrs. FritschyidaBtevens, Anderson and Reames had not beeméemh in connection with a
change in control that occurred as of DecembeRBQ7, all of the outstanding restricted stock anexercisable stock options (the in-the-
money values of which are set forth in the tableval would nonetheless have vested as of such Adtitionally, Messrs. Fritsch, Harris,
Stevens and Anderson would have been eligibledeive a stay bonus on the first anniversary otctienge in control in an amount equal to
12 times the highest monthly salary paid to thecattee during the 12-month period ending priortie thange in control plus the greater of
(1) the average amount earned under our annuakgoity incentive program for the preceding threarger (2) the amount earned under
such program during the most recently completezhfigear. Assuming a change in control had occuaieedf December 31, 2007, the stay
bonus payable on December 31, 2008 would have $&@4 3,725 for Mr. Fritsch,
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$702,975 for Mr. Harris, $645,810 for Mr. Stevensl 424,875 for Mr. Anderson. Because Messrs.dfjtStevens, Harris and Anderson
also entitled to receive a gross-up payment tofpaginy applicable excise taxes on excess para@aytments in the event of a change in
control, whether or not their employment is ternbéxak in the event of continued employment, we estiinthat the tax gross-up payment
would have been $1,000,330 for Mr. Fritsch. In¢kent of continued employment, we do not believesdfie Harris, Stevens or Anderson
would have been subject to excise tax.

Director Compensation in 2007

During 2007, the Chairman of the Board of Direct@seived a base retainer at an annual rate 0086@&nd other non-employee
directors received base retainers at an annuabf&45,000. Members of the audit, executive andpensation and governance committees
received additional retainers at an annual ra&5¢00 for each committee, except that the additiannual retainer rate was $10,000 for the
chairman of the compensation and governance comerathd $20,000 for the chairman of the audit cotemitNon-employee directors on the
investment committee received additional retaii@n annual rate of $10,000 plus $500 per daprigperty visits. Non-employee directors
do not receive additional fees for attendance atimgs or participation in conference calls of Bward or its committees. Each nemployet
director also receives a grant of restricted stitake beginning of each year with a grant datevidiue of $60,000. The table set forth below
provides information concerning the compensatiopestons serving as non-employee directors du@g 2

Nonqualified
Deferred
Fees Earned o Compensatior All Other
Name Paid in Cash Stock Awards (1 Earnings (2) Compensation (3 Total
Thomas W. Adle $ 60,00( $ 26,93: — $ 4,20z $ 91,13¢
Kay N. Callison $ 50,00( $ 26,93: — $ 4,20z $ 81,13t
Lawrence S. Kapla $  65,00( $ 26,93 $ 14€ $ 4,20z $ 96,28
Sherry A. Kelleti $ 50,00( $ 18,15! — $ 3,16¢ $ 71,31¢
L. Glenn Orr, Jr $ 63,17¢ $ 26,93: — $ 4,20z $ 94,311
O. Temple Sloan, J $ 80,00( $ 48,20¢ $ 1,58¢ $ 7,061 $136,85:

(1) Consists of compensation expense recognized bynirsgd?2007 in accordance with FAS 123(R) with redpe all outstanding restrictt
stock, including restricted stock granted prioR@®7. Restricted stock issued in 2007 to direatoltssest ratably on an annual basis
over a four-year term. Dividends received on rettd stock are non-forfeitable and are paid astiee rate and on the same date as on
shares of our common stock. The following setshfarformation about restricted stock granted tomam-employee directors in 2007
and all outstanding equity incentive awards heldigh directors at December 31, 2007 (which incktdek options issued to such
directors in prior years

FAS 123R Grant Total Shares of
Shares of Date Fair Value of Restricted Stock Stock Options Weighted Average

Restricted Stoclt Stock Awards Outstanding at Outstanding at Exercise Price Pe

Granted in 2007 Granted in 2007 December 31, 20C December 31, 20C Stock Option
Name #) %) #) #) %)
Thomas W. Adle 1,75¢ $ 67,80 2,82( 78,89: $ 22.9¢
Kay N. Callison 1,75¢ $ 67,80 2,82( 26,00( $ 22.6(
Lawrence S. Kapla 1,75¢ $ 67,80’ 2,82( 17,22¢ $ 21.2¢
Sherry A. Kelleti 1,75¢ $ 67,801 2,321 10,00( $ 27.62
L. Glenn Orr, Jr 1,75¢ $ 67,80" 2,82( — —
O. Temple Sloan, J 1,75( $ 74,23( 3,93¢ 142,38 $ 22.7(C

(2) Prior to 2006, non-employee directors coulatiele defer cash compensation for investment itsuwfi phantom stock. At the end of
each calendar quarter, any director who deferretpemsation into phantom stock was credited withsusfi phantom stock at a 15%
discount. Dividends on the phantom units are asdumeée issued in additional units of phantom staick 15% discount. Directors who
deferred compensation prior to 2006 in this manin@wever, continue to be credited with additionatsiof phantom stock at a 15%
discount upon the declaration of dividends. The amget forth in the table consists of the valuglaitable to assumed issuance of
additional phantom stock at a 15% discount upord#earation of a dividend, but such amounts daaia into account fluctuations in
the implied value of such phantom stock based amgés in the value of our common stc

(3) Consists of dividends received in 2007 on @using restricted stock. Such dividends are nofeitable and are paid at the same rate
and on the same date as on shares of our commaa
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PROPOSAL TWO:
RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The audit committee intends to appoint Deloitte &u€he LLP to serve as our independent registerbticpaccounting firm for 2008. If
the appointment of Deloitte & Touche LLP is notfiatl, the audit committee anticipates that it widlvertheless engage Deloitte & Touche
LLP as our independent registered public accourftingfor 2008, but it will consider whether it shid select a different independent
registered public accounting firm for 2009.

Representatives of Deloitte & Touche LLP are expatd be present in person or by telephone at treting and will have the
opportunity to make a statement if they desiredsal They are also expected to be available foresto appropriate questions.

The Board of Directors recommends a vote FOR thisgosal.

Principal Accountant Fees

Aggregate fees recorded in our financial statemfemtsrofessional services rendered by our indepehtegistered public accounting
firms for 2006 and 2007 were as follows:

2007 2006
Audit Fees $2,979,60. $2,234,71
Audit-Related Fees (¢ $ 174,500 $ 154,40(
Tax Fees (2 $ 93,33: $ 81,07

(1) Audit-related services generally include accounting citgisons and fees for access to online researcarlds.
(2) Tax services generally include tax compliance piaxining and tax advic

Pre-Approval Policies

The audit committee has adopted a policy requittregpreapproval of all fees paid to our independent regést public accounting firr
All fees paid to our independent registered pusticounting firm for services incurred during 2005revpre-approved in accordance with the
committee’s policies. Before independent registgngllic accounting firms are engaged to rendersamyice for us or any of our wholly
owned subsidiaries, the proposed services mugrdith specifically pre-approved by the audit cortemibr such services must fall within a
category of services that are pre-approved by tld& aommittee without specific case-by-case cagrsition. Any services in excess of any
pre-approved amounts, or any services not descabede, require the pre-approval of the audit catemichair, with a review by the audit
committee at its next scheduled meeting. The aumiitmittee has determined that the rendering ohtimeaudit services by Deloitte & Touc
LLP during or relating to 2007 was compatible withintaining such firm’s independence.

Change in Certifying Accountant

On February 17, 2006, the audit committee dismig&sedt & Young LLP as our independent registereolipiaccounting firm. On
February 23, 2006, the audit committee engageditie® Touche LLP as independent registered puddicounting firm to audit our
consolidated financial statements commencing viigh2005 fiscal year. During 2004, 2005 and the eyiosnt interim period preceding our
engagement of Deloitte & Touche LLP, neither we amayone on our behalf consulted with Deloitte & §loel LLP regarding: (i) the
application of accounting principles to a specifiehsaction, either completed or proposed, otytpe of audit opinion that might be rende
on our financial statements; or (ii) any matteit thas the subject of a disagreement as defineigin 8-04(a) of Regulation S-K.

The reports of Ernst & Young LLP on our consolidbfimancial statements did not contain an advepseian or disclaimer of opinion,
nor were such reports qualified or modified asnoartainty, audit scope, or accounting principksept that, as reported in Item 9A of our
2004 Annual Report, Ernst & Young LLP concurredhwitanagement’s assessment that our internal canteslfinancial reporting was not
effective as of December 31, 2004
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due to material weaknesses that existed as ofdatehin: (1) our accounting processes for capitajimterest and carrying costs during lease-
up and internal leasing, development and constmaosts; (2) our fixed asset and lease incentieeunting processes; and (3) our financial
statement close process related to our use of gpehdience upon manually prepared spreadsheetsumalating and consolidating
restatement adjustments recorded in connectionauthhistorical financial statements. The first tmaterial weaknesses resulted in
adjustments that primarily affected interest expewapitalized interest and other costs, depreciakpense, gains from sales of real estate
assets and other income, and which required usstate our financial statements for the years ebégmber 31, 2002 and 2003 and the
three quarters of 2004 as more fully describedatell 19 and 20 to the consolidated financial stargsncontained in our 2004 Annual

Report. Adjustments were also recorded in the foquarter of 2004. The first two material weaknesaeo affected the accounts of all joint
ventures for which we are primarily responsibletfog preparation of financial statements, whictumm affected the equity in earnings of
unconsolidated affiliates in such consolidatedritial statements.

There were no disagreements with Ernst & Young bbRany matter of accounting principles or practidiesincial statement
disclosure, or auditing scope or procedure, whisagteement, if not resolved to the satisfactiokmwist & Young LLP, would have caused
such firm to make reference thereto in connectiah its reports during our two most recent fiscehys and the subsequent interim period
preceding our dismissal of Ernst & Young LLP.

PROPOSAL THREE:
CHARTER AMENDMENT TO DECLASSIFY THE BOARD OF DIRECT ORS

Under our charter, the Board of Directors is cutyedivided into three classes, with directors &delcto staggered three-year terms.
Under this structure, which has been in place singenitial public offering in 1994, approximatebyne-third of the directors stand for
election each year, and the entire Board can Haaeg in the course of three annual meetings eddl Within approximately two years.

Proposal Three is an amendment to the charterdastéfy the Board and provide for the annual éacof directors commencing with
the annual meeting of stockholders to be held BO2@pproval of this amendment would not affect tinexpired terms of directors electec
2007 or, if elected, the terms of directors ele@ethis annual meeting.

The specific proposal is to insert the followingttas a second paragraph of Section 7.3 of theahar

“Notwithstanding the preceding paragraph, at eactual meeting of stockholders beginning at the ahmeeting of stockholders
in 2009, directors shall be elected to hold officgil the next annual meeting of stockholders aniil their successors are elected
and qualify; provided, however, that the unexpiiertns of directors elected on or before May 15,8€lall be unaffected and
such directors shall serve until expiration of téven for which they have been elected and until theccessors are elected and
qualify. Directors may be re-elected any numbeirés.”

The amendment is the product of the Board’s ongoéngew of corporate governance matters. In maksgecommendation, the Board
considered the advantages of both a classifiedlanlhssified board structure. A classified boardigfctors can promote continuity and
enhance the stability of the board, encourage g-term perspective of company management and remlaoepany’s vulnerability to
coercive takeover tactics. The Board, however, kmed that the stockholders’ ability to evaluateediors annually and the maintenance by
our company of best practices in corporate goveraautweighed these factors. Consequently, thedBafaDirectors concluded that the
proposed charter amendment to declassify the Bafdbirectors is advisable and in the best interestsur stockholders. The Board has
therefore approved a resolution recommending thastwckholders approve the proposed charter amenidm

Assuming the proposed amendment is approved, wéilwihn amendment to our charter with the Stagp@&rtment of Assessments and
Taxation of Maryland as soon as practicable aftsrmeeting. Because annual director elections dvoaly begin upon expiration of the
terms of currently elected directors, includinggliécted, the nominees for election as directotsiatmeeting, our Board would not become
fully declassified until the 2011 annual meetingstafckholders.
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Approval of the proposal to amend the charter wadsify the Board requires the affirmative votdtaf holders of a majority of our
outstanding shares of common stock entitled to th@eson. Abstentions and broker non-votes willehthe same effect as votes against the
proposal, although they will count toward the preseof a quorum.

The Board of Directors recommends a vote FOR thisgosal.

OTHER MATTERS

Our management knows of no other matters that magyrésented for consideration at the meeting. Hewéfvany other matters
properly come before the meeting, it is the inemif the person named in the proxy to vote suolypin accordance with his judgment on
such matters.

STOCKHOLDER PROPOSALS FOR 2009 ANNUAL MEETING

To be considered for inclusion in the 2009 proxyarial, the compensation and governance commitiselhtermined that proposals of
stockholders to be presented at the 2009 annualnge# stockholders must be received by our sacyatrior to December 2, 2008. If a
stockholder wishes to present a proposal at th® a60ual meeting, whether or not the proposaltenited to be included in the 2009 proxy
material, our bylaws require that the stockholdee @dvance written notice to our secretary nat than 60 nor more than 90 days prior tc
anniversary of this meeting. If a stockholder isnpited to present a proposal at the 2009 annuatingebut the proposal was not included in
the 2009 proxy material, the compensation and g@arere committee has determined that our proxy heoldeld have the discretionary
authority granted by the proxy card to vote onghmposal if the proposal was received after Felgrai&r 2009.

COSTS OF PROXY SOLICITATION

The cost of preparing, assembling and making tbgypmaterial available to our stockholders willl@ne by us. We will also request
persons, firms and corporations holding sharekair hames or in the names of their nominees, wlighies are beneficially owned by oth
to send the proxy material to, and to obtain presiem, such beneficial owners and we will reimleussich holder for their reasonable
expenses in doing so. We have retained BroadriddeéAaerican Stock Transfer to assist in the prooésgentifying and contacting
stockholders for the purpose of soliciting proxi€kse entire expense of engaging the services ¢f sosultants to assist in proxy solicitation
is expected to be approximately $10,000.

BY ORDER OF THE BOARD OF DIRECTORS

(D thm

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

April 1, 2008
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VOTE BY INTERNET - www.proxyvote.com
W

" -
5 EF Use the Internet to transmit your voting instrunticand for electronic delivery of
.a“ lg WOO S information up until 11:59 P.M. Eastern Time theg @h&fore the cut-off date or meeting
date. Have your proxy card in hand when you acttessveb site and follow the
R O FERERTIES instructions to obtain your records and to createlactronic voting instruction forn

3100 SMOKETREE COUR™- SUITE 600

RALEIGH, NC 2760+1051 ELECTRONIC DELIVERY OF FUTURE STOCKHOLDER COMMUNICA TIONS
If you would like to reduce the costs incurred higitoods Properties, Inc. in mailing
proxy materials, you can consent to receivingllife proxy statements, proxy cards and
annual reports electronically via e-mail or theehmet. To sign up for electronic delivery,
please follow the instructions above to vote ushginternet and, when prompted,
indicate that you agree to receive or access stddkhcommunications electronically in
future years

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your goitistructions up until 11:59 P.M.
Eastern Time the day before the cut-off date ortmgelate. Have your proxy card in
hand when you call and then follow the instructic

VOTE BY MAIL

Mark, sign and date your proxy card and return ihie postage-paid envelope we have
provided or return it to Highwoods Properties, Jréo Broadridge, 51 Mercedes Way,
Edgewood, NY 11717

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS: HWPRO! KEEP THIS PORTION FOR YOUR RECORI

DETACH AND RETURN THIS PORTION ONL'

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED

HIGHWOODS PROPERTIES, INC. For  Withhold For All  To withhold authority to vote for any individual

nominee(s), mark “For All Exceptind write th:
All All Except
number(s) of the nominee(s) on the line bel

THE BOARD OF DIRECTORS RECOMMENDS A
VOTE FOR EACH OF THESE PROPOSALS: O a a

1. ELECTION OF DIRECTOR

01) Thomas W. Adle
02) Kay N. Callisor
03) O. Temple Sloan, .

For  Against  Abstain

2.  RATIFICATION OF THE APPOINTMENT OF DELOITTE TOUCHE LLP AS INDEPENDENT | O O
REGISTERED PUBLIC ACCOUNTING FIRM for the fiscal geending December 31, 20(

3.  APPROVAL OF A PROPOSED CHARTER AMENDMENT TRECLASSIFY THE BOARD OF O O O
DIRECTORS.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED I N THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED STOCKHOLDER. IN HIS DISCRETION, THE PRO XY IS ALSO AUTHORIZED TO VOTE UPON SUCH
OTHER BUSINESS AS MAY PROPERLY COME BEFORE THE MEET ING OR ANY ADJOURNMENTS THEREOF. IF NO
DIRECTION IS MADE, THIS PROXY WILL BE VOTED “FOR” E LECTION OF ALL NOMINEES FOR DIRECTOR AND
“FOR” PROPOSALS TWO AND THREE.

(Please sign exactly as your name appears hereloen Wigning on behalf of a
corporation, partnership, estate, trust or in ahglorepresentative capacity, please
sign your name and title. For joint accounts, gaait owner must sign.)

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



Important Notice Regarding Internet Availability of Proxy Materials for the Annual Meeting:
The Notice and Proxy Statement and Form 10K aréadoka at www.proxyvote.com.

PROXY

HIGHWOODS PROPERTIES, INC.
PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECT ORS FOR THE ANNUAL
MEETING OF STOCKHOLDERS TO BE HELD ON MAY 15, 2008

The undersigned hereby (a) acknowledges receiptedfiotice of Annual Meeting of Stockholders of kligpods Properties, Inc.
(the “Company”) to be held on May 15, 2008, andRhexy Statement in connection therewith; (b) apfsoEdward J. Fritsch and
Jeffrey D. Miller, and each of them, as Proxy (tReoxy”) with the power to appoint a substitutegae) authorizes the Proxy to
represent and vote, as designated on the revdlrshases of Common Stock of the Company, heldeobrd by the undersigned
March 3, 2008, at such Annual Meeting and at anfguadment(s) thereof.

Please mark, date and sign this proxy and retumptly in the enclosed envelope so as to ensut®eum at the meeting. This is
important whether few or many shares are ownedaybiel returning your proxy may subject the Comptamgdditional expense.




