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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, or Annual Report, contains forward-looking statements pursuant to the “safe harbor”
provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements relate to expectations,
beliefs, projections, future plans and strategies, anticipated events or trends and similar expressions concerning
matters that are not historical facts or present facts or conditions, such as statements regarding our future financial
condition or results of operations, our prospects and strategies for future growth, the introduction of new merchandise,
and the implementation of our marketing and branding strategies. In many cases, you can identify forward-looking
statements by terms such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential” or the
negative of these terms or other comparable terminology.

The forward-looking statements contained in this Annual Report reflect our views as of the date of this report about
future events and are subject to risks, uncertainties, assumptions and changes in circumstances that may cause events
or our actual activities or results to differ significantly from those expressed in any forward-looking statement.
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future events, results, actions, levels of activity, performance or achievements. A number of important
factors could cause actual results to differ materially from those indicated by the forward-looking statements,
including, but not limited to, those factors described below, in Part I, Item 1A “Risk Factors,” and in Part II, Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” These factors include
without limitation:
•failure to successfully implement our growth strategy;
•disruptions in our ability to select, obtain, distribute and market merchandise profitably;
•increased competition from online retailers due to our lack of online sales;
•inability to successfully expand our distribution network capacity;
•disruptions to our distribution network or the timely receipt of inventory;

•failure to secure customers’ confidential or credit card information, or other private data relating to our employees orour company;
•inability to attract and retain qualified employees;
•increasing costs due to inflation, increased operating costs. wage rate increases or energy prices;
•increased operating costs or exposure to fraud or theft due to customer payment-related risks;
•inability to increase sales and improve the efficiencies, costs and effectiveness of our operations;
•dependence on our executive officers and other key personnel or inability to hire additional qualified personnel;
•dependence on the success of shopping centers in which our stores are located;

•extreme weather conditions in the areas in which our stores are located could negatively affect our business andresults of operations;
•inability to successfully manage our inventory balances and inventory shrinkage;
•our lease obligations;

•changes in our competitive environment, including increased competition from other retailers and the presence ofonline retailers;
•the seasonality of our business;
•disruptions to our information technology systems in the ordinary course or as a result of system upgrades;
•failure to maintain adequate internal controls;
•complications with the design or implementation of the new enterprise resource system;
•natural disasters, unusual weather conditions, pandemic outbreaks, global political events, war and terrorism;
•current economic conditions and other economic factors;
•the impact of governmental laws and regulations;
•the costs and consequences of legal proceedings;
•inability to protect our brand name, trademarks and other intellectual property rights;
•the impact of product and food safety claims and effects of legislation;
•inability to obtain additional financing, if needed; and
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•restrictions imposed by our indebtedness on our current and future operations.
Readers are urged to consider these factors carefully in evaluating the forward-looking statements and are cautioned
not to place undue reliance on these forward-looking statements. All of the forward-looking statements we have
included in this Annual Report are based on information available to us on the date of this report. We undertake no
obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future
events or otherwise, except as otherwise required by law.
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PART I

ITEM 1. BUSINESS
General
Five Below, Inc. was incorporated in Pennsylvania in January 2002. Our principal executive office is located at 1818
Market Street, Suite 2000, Philadelphia, PA 19103 and our telephone number is (215) 546-7909. Our corporate
website address is www.fivebelow.com. The information contained on, or accessible through, our corporate website
does not constitute part of this Annual Report. As used herein, “Five Below,” the “Company,” “we,” “us,” “our” or “our business”
refers to Five Below, Inc. (collectively with its wholly owned subsidiary), except as expressly indicated or unless the
context otherwise requires.
We purchase products in reaction to existing marketplace trends and, hence, refer to our products as “trend-right.” We
use the term “dynamic” merchandise to refer to the broad range and frequently changing nature of the products we
display in our stores. We use the term “power” shopping center to refer to an unenclosed shopping center with 250,000
to 750,000 square feet of gross leasable area that contains three or more “big box” retailers (large retailers with floor
space over 50,000 square feet) and various smaller retailers with a common parking area shared by the retailers. We
use the term “lifestyle” shopping center to refer to a shopping center or commercial development that is often located in
suburban areas and combines the traditional retail functions of a shopping mall with leisure amenities oriented
towards upscale consumers. We use the term “community” shopping center to refer to a shopping area designed to serve
a trade area of 40,000 to 150,000 people where the lead tenant is a variety discount, junior department store and/or
supermarket. We use the term “trade area” to refer to the geographic area from which the majority of a given retailer's
customers come from. Trade areas vary by market based on geographic size, population density, demographics and
proximity to alternative shopping opportunities.
We operate on a fiscal calendar widely used by the retail industry that results in a given fiscal year consisting of a 52-
or 53-week period ending on the Saturday closest to January 31 of the following year. References to "fiscal year 2016"
or "fiscal 2016" refer to the period from January 31, 2016 to January 28, 2017, which consists of a 52-week fiscal
year. References to “fiscal year 2015” or “fiscal 2015” refer to the period from February 1, 2015 to January 30, 2016,
which consists of a 52-week fiscal year. References to “fiscal year 2014” or “fiscal 2014” refer to the period from
February 2, 2014 to January 31, 2015, which consists of a 52-week fiscal year. References to “fiscal year 2013” or “fiscal
2013” refer to the period from February 3, 2013 to February 1, 2014, which consists of a 52-week fiscal year.
References to “fiscal year 2012” or “fiscal 2012” refer to the period from January 29, 2012 to February 2, 2013, which
consists of a 53-week fiscal year. References to 2016, 2015, 2014, 2013, and 2012 are to our fiscal years unless
otherwise specified.
Our Company
Five Below is a rapidly growing specialty value retailer offering a broad range of trend-right, high-quality
merchandise targeted at the teen and pre-teen customer. We offer a dynamic, edited assortment of exciting products,
all priced at $5 and below, including select brands and licensed merchandise across a number of our category worlds:
Style, Room, Sports, Tech, Crafts, Party, Candy and Now. We believe we are transforming the shopping experience of
our target demographic with a unique merchandising strategy and high-energy retail concept that our customers
consider fun and exciting. Based on management’s experience and industry knowledge, we believe our compelling
value proposition and the dynamic nature of our merchandise offering have fostered universal appeal to teens and
pre-teens, as well as customers across a variety of age groups beyond our target demographic.
We opened the first Five Below store in the greater Philadelphia area in 2002 and, since then, have been expanding
across the Northeast, South and Midwest regions of the United States of America. As of January 30, 2016, we
operated a total of 437 locations across 27 states. Our new store model assumes a store size of approximately 7,500
square feet and is typically located within power, community and lifestyle shopping centers across a variety of urban,
suburban and semi-rural markets. We opened 71 net new stores in fiscal 2015 and plan to open approximately 85 new
stores in fiscal 2016. We believe that we have the opportunity to grow our store base to more than 2,000 locations
over time.
We believe that our business model has resulted in strong financial performance irrespective of the economic
environment:
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•We have achieved positive comparable store sales during each of the last 39 fiscal quarters.
•Our comparable store sales increased by 3.4% in fiscal 2015, 3.4% in fiscal 2014, and 4.0% in fiscal 2013.

•We expanded our store base from 304 stores at the end of fiscal year 2013 to 437 stores at the end of fiscal year 2015,
representing a compounded annual growth rate of 19.9%.

•
Between fiscal 2013 and 2015, our net sales increased from $535.4 million to $832.0 million, representing a
compounded annual growth rate of 24.7%. Over the same period, our operating income increased from $53.7
million to $92.9 million, representing a compounded annual growth rate of 31.5%.

4
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Our Competitive Strengths
We believe the following strengths differentiate Five Below from competitors and are the key drivers of our success:

•

Unique Focus on the Teen and Pre-Teen Customer.    We target an attractive customer segment of teens and
pre-teens with trend-right merchandise at differentiated price points of $5 and below. We have built our
concept to appeal to this customer base, which we believe to be economically influential and resilient based
on our industry knowledge and experience, as well as their parents and others who shop for them. Our brand
concept, merchandising strategy and store ambience work in concert to create an upbeat and vibrant retail
experience that is designed to appeal to our target audience, drive traffic to our stores and keep our customers
engaged throughout their visits. We monitor trends in the ever-changing teen and pre-teen markets and are
able to quickly identify and respond to trends that become mainstream. Our price points enable teens and
pre-teens to shop independently, often using their own money to make frequent purchases of items geared
primarily to them and to exercise self-expression through their independent retail purchases.

•

Broad Assortment of Trend-Right, High-Quality Merchandise with Universal Appeal.    We deliver an edited
assortment of trend-right as well as everyday products within each of our category worlds that changes frequently to
create a sense of anticipation and freshness, which we believe provides excitement for our customers. We have a
broad range of vendors, most of which are domestically-based, which enables us to shorten response lead times,
maximizes our speed to market and equips us to make more informed buying decisions. Our unique approach
encourages frequent customer visits and limits the cyclical fluctuations experienced by many other specialty retailers.
The breadth, depth and quality of our product mix and the diversity of our category worlds attract shoppers across a
broad range of age and socio-economic demographics.

•

Exceptional Value Proposition for Customers.    We believe we offer a clear value proposition to our customers. Our
price points of $5 and below resonate with our target demographic and with other value-oriented customers. We are
able to deliver on this value proposition through sourcing products in a manner that is designed to achieve low cost,
fast response and high item velocity and sell-through. We maintain a dynamic and collaborative relationship with our
vendor partners that provide us with favorable access to quality merchandise at attractive prices. We also employ an
opportunistic buying strategy, capitalizing on select excess inventory opportunities with our vendors. This unique and
flexible sourcing strategy allows us to offer high-quality products at exceptional value across all of our category
worlds.

•

Differentiated Shopping Experience.    We believe we have created a unique and engaging in-store atmosphere that
customers find fun and exciting. While we refresh our products frequently, we maintain a consistent floor layout,
designed with an easy-to-navigate racetrack flow and featuring sight-lines across the entire store enabling customers
to easily identify our category worlds. All of our stores feature a sound system playing trend-right music throughout
the shopping day. We employ novel and dynamic techniques to display our products, including distinctive
merchandise fixtures and colorful and stimulating signage. This approach makes our stores a destination, encouraging
hands-on interaction with our products and conveying our value pricing. We have developed a unique culture that
emanates from our employees, many of whom frequently shop at Five Below, to our customers, thereby driving a
higher level of connectivity and engagement. Additionally, we believe our price points of $5 and below, coupled with
our dynamic merchandising approach, create an element of discovery, driving repeat visits and customer engagement.

•

Powerful and Consistent Store Economics.    We have a proven store model that generates strong cash flow,
consistent store-level financial results and a high level return on investment. Our stores have been successful in
varying geographic regions, population densities and real estate settings and our new stores have achieved average
payback periods of less than one year. We believe our robust store model, reinforced by our rigorous site selection
process and in-store execution, drives the strength and consistency of our comparable store sales financial results
across all geographic regions and store-year classes.
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•

Highly Experienced and Passionate Senior Management Team with Proven Track Record.    Our senior management
team, led by Thomas Vellios, our Executive Chairman, and Joel Anderson, our President and Chief Executive Offer,
has extensive retail experience across a broad range of disciplines, including merchandising, real estate, finance, store
operations, supply chain management and information technology. Our management team drives our operating
philosophy, which is based on a relentless focus on providing high-quality merchandise at exceptional value and a
superior shopping experience utilizing a disciplined, low-cost operating and sourcing structure. We believe our
management team is integral to our success and has positioned us well for long-term growth.

Growth Strategy
We believe we can grow our net sales and earnings by executing on the following strategies:

•

Grow Our Store Base.    We believe there is significant opportunity to expand our store base in the United
States from 437 locations as of January 30, 2016 to more than 2,000 locations within the United States over
time. Based upon our strategy of store densification in existing markets and expanding into adjacent states and
markets, we expect most of our near-term growth will occur within our existing markets, as well as contiguous
new markets. This strategy allows us to benefit from enhanced brand awareness and achieve operational
efficiencies. We opened 62 new stores in fiscal 2014, 71 net new stores in fiscal 2015, and plan to open
approximately 85 new stores in fiscal 2016. Our new store model assumes approximately 7,500 square feet
and is primarily in-line locations within power, community and lifestyle shopping centers across a variety of
urban, suburban and semi-rural markets. We have a talented and disciplined real estate management team and
a rigorous real estate site selection process. We analyze the demographics of the surrounding trade areas and
the performance of adjacent retailers, as well as traffic and specific site characteristics and other variables. As
of January 30, 2016, we have executed lease agreements for the opening of 53 new stores in fiscal 2016.

•

Drive Comparable Store Sales.    We expect to continue generating positive comparable store sales growth by
continuing to hone and refine our dynamic merchandising offering and differentiated in-store shopping experience.
We intend to increase our brand awareness through cost-effective marketing efforts and enthusiastic customer
engagement. We believe that executing on these strategies will increase the size and frequency of purchases by our
existing customers and attract new customers to our stores.

•

Increase Brand Awareness.    We have a cost-effective marketing strategy designed to drive store traffic and promote
brand awareness. Our strategy includes the use of newspaper circulars, television, digital, and grassroots marketing to
support existing and new market entries. We leverage our growing e-mail database, mobile website and social media
presence to drive brand excitement and increased store visits within existing and new markets. We believe that our
digital experience is an extension of our brand and retail stores, serving as a marketing and customer engagement tool
for us. Our digital experience allows us to continue to build brand awareness and expand our customer base.

•

Enhance Operating Margins.    We believe we have further opportunities to drive margin improvement over time. A
primary driver of our expected margin expansion will come from leveraging our cost structure as we continue to
increase our store base and drive our average net sales per store. We intend to capitalize on opportunities across our
supply chain as we grow our business and achieve further economies of scale.

Our History
The Company was incorporated in Pennsylvania in January 2002 under the name of Cheap Holdings, Inc. by David
Schlessinger and Thomas Vellios, who recognized a market need for a fun and affordable shopping destination aimed
at our target customer. We changed our name to Five Below, Inc. in August 2002. In July 2014, Joel Anderson joined
the Five Below senior management team. In December 2014, Joel Anderson was appointed as Chief Executive Officer
and Thomas Vellios was appointed as Executive Chairman, both effective February 1, 2015.

On July 24, 2012, we completed our initial public offering (the "IPO"), of 11,057,692 shares of common stock at a
price of $17.00 per share. Subsequent to our IPO, in February, July and September 2013, certain of our shareholders
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sold 13,012,250, 6,900,000 and 7,100,000 shares of common stock, respectively, in separate secondary public
offerings.
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On June 12, 2013, we completed an internal business restructuring pursuant to which we formed Five Below
Merchandising, Inc., a wholly-owned subsidiary (the “Subsidiary”), and transferred to the Subsidiary assets, operations
and employees related to our merchandising operations (the “Restructuring”). Following the Restructuring, the
Subsidiary purchases and sells to us certain goods for sale at our retail locations, and we provide to the Subsidiary
back office support, office space and other services, in each case, pursuant to agreements between us and the
Subsidiary.

Our Market Opportunity
As a result of our unique merchandise offering and value proposition, we believe we have effectively tapped the teen
and pre-teen markets. According to the U.S. Census Bureau, there were over 63 million people in the United States
between the ages of 5 and 19, which represented over 20% of the U.S. population as of April 1, 2010. Based on
management’s experience and industry knowledge, we believe that this segment of the population has a significant
amount of disposable income as the vast majority of this age group’s basic needs are already met.

Our Merchandise
Strategy
We offer a dynamic, edited assortment of trend-right, high-quality products, all priced at $5 or below, including select
brands and licensed merchandise, targeted at the teen and pre-teen customer. We believe we are transforming the
shopping experience of our target demographic with a unique merchandising strategy and high-energy retail concept
that our customers consider fun and exciting. Based on management’s experience and industry knowledge, we believe
our compelling value proposition and the dynamic nature of our merchandise offering has fostered universal appeal to
customers across a variety of age groups beyond our target demographic.
Our typical store features in excess of 4,000 stock-keeping units, or SKUs, across a number of our category worlds
including Style, Room, Sports, Tech, Crafts, Party, Candy and Now. We focus our merchandising strategy on
maintaining core categories within our stores, but aim to generate high item velocity and sell-through to keep our
assortment fresh and drive repeat visits. We monitor trends in our target demographic market, historical sales trends of
current and prior products and the success of new product launches to ensure that our merchandise is relevant for our
customers. We have a highly planned merchandise strategy focused on trend-right and everyday products
supplemented by selected opportunistic purchases from our vendors to drive traffic and therefore offer our customers a
consistently exciting shopping experience.
We believe we offer a compelling value proposition to our customers across all of our core product categories. The
common element of our dynamic merchandise selection is the consistent delivery of exceptional value to the
consumer, with all products offered at or below the $5 price point. Pricing all items at $5 or below enables us to
provide an extensive range of exciting products, while maintaining the attraction of a value retailer. Many of the
products we sell can also be found in mall specialty stores, department stores, mass merchandisers and drug stores;
however, we offer all of these products in an exciting and easy to shop retail environment at price points of $5 and
below.
Product Mix
We organize the merchandise in our stores into the following category worlds:

•
Style:        Consists primarily of accessories such as novelty socks, sunglasses, jewelry, scarves, gloves, hair
accessories, athletic tops and bottoms and “attitude” t-shirts. Our beauty offering includes products such as nail polish,
lip gloss, fragrance and branded cosmetics.

•
Room:       Consists of items used to complete and personalize our customer’s living space, including glitter lamps,
posters, frames, fleece blankets, pillows, candles, incense and related items. We also offer storage options for the
customer’s room and locker.

•Sports:       Consists of an assortment of sport balls, team sports merchandise and fitness accessories, including hand
weights, jump ropes and gym balls. We also offer a variety of games, including name brand board games, puzzles,
toys and plush items. In the summer season, our sports offering also includes pool, beach and outdoor toys, games and
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accessories.

•
Tech:        Consists of a selection of accessories for PCs, cell phones, and tablet computers. The offering includes
cases, chargers, headphones and other related items. We also carry a range of media products including books, video
games and DVDs.

7
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•
Crafts:      We offer an assortment of craft activity kits, as well as arts and crafts supplies such as crayons, markers and
stickers. We also offer trend-right items for school such as backpacks, fashion notebooks and journals, novelty pens
and pencils, as well as everyday name brand items.

•Party:     Consists of party goods, decorations and greeting cards, as well as every day and special occasionmerchandise.

•
Candy:      Consists of branded items that appeal to teens and pre-teens. This category includes an assortment of
classic and novelty candy bars and movie-size box candy as well as gum and snack food. We also sell chilled
drinks via coolers.

•Now:        Consists of seasonally-specific items used to celebrate and decorate for events such as Christmas, Easter,Halloween and St. Patrick’s Day. These products are most often placed at the front of the store.
Set forth below is data for the following groups of products – leisure, fashion and home, and party and snack. The
percentage of net sales represented by each product group for each of the last three fiscal years was as follows:

Percentage of Net Sales
2015 2014 2013

Leisure 50.8 % 51.0 % 51.7 %
Fashion and home 29.7 % 29.3 % 29.3 %
Party and snack 19.5 % 19.7 % 19.0 %
Total 100.0 % 100.0 % 100.0 %
Leisure includes items such as sporting goods, games, toys, tech, books, electronic accessories, and arts and crafts.
Fashion and home includes items such as personal accessories, “attitude” t-shirts, beauty offerings, home goods and
storage options. Party and snack includes items such as party and seasonal goods, greeting cards, candy and other
snacks, and beverages.

8
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Our Stores
As of January 30, 2016, we operated 437 stores throughout the Northeast, South and Midwest regions of the United
States. Our new store model assumes a store size of approximately 7,500 square feet. Our stores are primarily located
in power, community and lifestyle shopping centers; approximately 3% of our stores are located in malls. The
following map shows the number of stores in each of the states in which we operated and the locations of our
distributions centers as of January 30, 2016.
Store Design and Layout
We present our products in a unique and engaging in-store atmosphere. We maintain a consistent floor layout
designed with an easy-to-navigate racetrack flow and featuring sight-lines across the entire store enabling customers
to easily identify our category worlds. All of our stores feature a sound system playing popular music throughout the
shopping day. We employ novel and dynamic techniques to display our products, including distinctive merchandise
fixtures and colorful and stimulatinsp;                                                                                                      
Chairman, President

    2003     $ 334,615    $ 260,050    $ 116,620 (2)    $�       �   
and Chief Executive

    2002     $ 296,512    $ 4,562    $ 105,415 (2)    $ 549,984 (4)      60,000  
Officer

    2001     $ 274,483    $ 102,460    $ 109,804 (2)    $�       40,500  
Simon R. C. Wadsworth

Executive Vice
    2003     $ 222,692    $ 170,050    $ 102,932 (3)    $�       �   

President, Chief
    2002     $ 213,615    $ 4,562    $ 97,388 (3)    $ 397,488 (4)      40,000  

Financial Officer
    2001     $ 204,615    $ 89,815    $ 102,577 (3)    $�       23,000  

and Director

(1) Represents supplemental bonus pursuant to the Company�s LESOP, the majority of which was offset against the indebtedness of the
executive officers to the Company described in �Indebtedness of Management to the Company� above, and matching contributions to the
Company�s Executive Deferred Compensation Retirement Plan.

(2) Mr. Bolton�s offsets of indebtedness related to the Company�s LESOP in 2003, 2002 and 2001 were each $88,987.50. The Company
matches to Mr. Bolton�s deferred compensation account were $10,087, $8,674, and $7,667 for 2003, 2002 and 2001, respectively.

(3) Mr. Wadsworth�s offsets of indebtedness related to the Company�s LESOP in 2003, 2002 and 2001 were each $81,187.50. The
Company matches to Mr. Wadsworth�s deferred compensation account were $6,730, $8,953, and $9,252 for 2003, 2002 and 2001,
respectively.

(4) Mr. Bolton�s and Mr. Wadsworth�s restricted stock issuances of 21,813 and 15,775 shares, respectively, were made under the Company�s
Fourth Amended and Restated 1994 Restricted Stock and Stock Option Plan.

Option Grants in Last Fiscal Year

No option grants were issued to executive officers during the year ended December 31, 2003.

15

Aggregated Option Exercises Through December 31, 2003
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The following table provides information on options held by executive officers through December 31, 2003, and the value of each of their
unexercised options at December 31, 2003.

Exercised Options

Name

Shares
Acquired
on Exercise

Value Realized
(1)

Number of
Securities
Underlying
Unexercised

Options/SARs at
December 31, 2003

Exercisable/
Unexercisble

Value
of

Unexercised
In-The-Money
Options/SARs

at
December

31,
2003 (2)

Exercisable/
Unexercisble

H. Eric Bolton, Jr. � � 121,300/107,700$877,300/$1,048,181
Simon R. C. Wadsworth 49,364   $ 280,746 55,105/74,200$264,761/$725,853

(1) Based on the market value of the underlying securities at exercise less the exercise price.

(2) Based upon the closing price of the Company�s common stock on the New York Stock Exchange on December 31, 2003 of $33.58 per
share, less the exercise price.

Compensation Committee Interlocks and Insider Participation

The Compensation Committee in 2003 consisted of Messrs. Horn (Chairman), Fogelman, Grinalds and Starnes. During 2003 no employee of the
Company participated in decisions related to his compensation. None of the Company�s executive officers served as a director or member of the
compensation committee of any other entity whose executive officers served on the Company�s Board of Directors or Compensation Committee.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

General

The Compensation Committee of the Board of Directors is currently composed solely of independent directors. The Compensation Committee is
responsible for ensuring that a proper balance of current compensation and longer-term equity-based rewards are offered to executive
management to provide incentives to increase shareholder value. The Compensation Committee determines each executive officer�s
compensation annually, including base salary, discretionary cash bonuses, and stock incentive awards. The Company�s compensation policy is to
reward performance, which leads to long-term growth in shareholder value per share.

Our executive compensation program is designed to attract, retain, and reward the executives responsible for leading us toward the achievement
of our business objectives. The Compensation Committee makes decisions each year regarding executive compensation, including base salaries,
bonus awards, and stock-based compensation. All compensation for executive officers is reviewed by the full Board of Directors. The
Compensation Committee has furnished the following report on executive compensation for fiscal 2003.

Philosophy and Policies for Executive Officer Compensation

The general philosophy underlying our executive compensation program is to:

�  attract, retain and motivate highly qualified and high-performing executives;

�  provide competitive levels of compensation commensurate with the achievement of our annual and long-term performance goals; and

�  reward superior corporate and individual performance.
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In determining executive compensation, the Compensation Committee considers our financial and operating performance relative to companies
with similar annual revenues, capitalization, and business operations, as well as the performance of each individual executive officer. The
Committee also, in its discretion, considers such other
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factors as it deems relevant to providing compensation that is competitive in the marketplace, rewards successful financial performance, and
aligns executive officers� interests with those of our shareholders.

Base Salary and Annual Incentive Compensation

Executive management�s compensation, including their salaries, is based upon the competitive market for their services, their specific
responsibilities, experience and overall performance. The company conducts a survey annually (�Survey�) of multifamily Real Estate Investment
Trusts (�REITs�) by reviewing publicly available information on compensation of the REITs� senior management personnel, with special emphasis
on those of similar geographic concentration, size, and/or business focus as the Company. This information is compiled and made available to
the Compensation Committee in advance of its meeting in the beginning of each year.

The Compensation Committee sets executive compensation programs to be competitive with REITs which are included in the Survey, taking
into account individually each component of compensation, including base salary, annual bonus programs, and long term incentive plans which
it believes will best align executive management�s interests with those of shareholders over a long term period. The Compensation Committee
intends for each component and the aggregate of the compensation program to be competitive.

For 2004, the participants in the annual executive bonus plan are Messrs. Bolton and Wadsworth. In setting the 2004 annual bonus plan, which is
re-evaluated at the beginning of each year, the Compensation Committee has adopted a plan, which takes into account growth of Funds
Available for Distribution (�FAD�) per share (defined as Funds From Operations less recurring capital expenditures) over 2003, and the
achievement of individual goals as approved by the Compensation Committee. In a year when no FAD growth is achieved, the Compensation
Committee has the option of approving, or not, a bonus payment considering the Company�s performance relative to the performance of its peers
over the same time period. The Compensation Committee also has the ability to factor in any unique variables that may or may not occur that
impact the Company�s performance. The scope of the plan was set with the goal of making it an important part of executive management�s total
compensation and making the plan competitive with programs offered by those REITs included in the Survey.

Fourth Amended and Restated 1994 Restricted Stock and Stock Option Plan

The Fourth Amended and Restated 1994 Restricted Stock and Stock Option Plan (the �1994 Plan�) was established in 1994 to be the Company�s
long-term incentive plan for executive officers and other selected employees. The objective of the program is to retain and motivate executives
to improve long-term stock performance. The Compensation Committee has the authority, within limitations set forth in the 1994 Plan, (i) to
establish rules and regulations concerning the 1994 Plan, (ii) to determine the persons to whom options and restricted securities may be granted,
(iii) to fix the number of shares of common stock to be covered by each option and (iv) to set the terms and provisions of each option and
restricted security to be granted. Stock options are generally granted at the prevailing market value and will only have value if the Company�s
stock increases in value.

In compliance with the time limitations of the 1994 Plan, as of January 1, 2004, no further grants can be made under the 1994 Plan.

2004 Stock Plan

In 2003, the Compensation Committee and Board of Directors approved the 2004 Stock Plan pending shareholder approval. The 2004 Stock
Plan mirrors the 1994 Plan and allows for future grants of options and shares of restricted stock.

The shareholders will vote at the Annual Meeting this year on a proposal to approve the 2004 Stock Plan. See �Proposal No. 4� for further
information.

Long-Term Performance Based Incentive Compensation Plan

In 2003, the Compensation Committee, by authorization of the Board of Directors, and shareholders, approved a new Long-Term Performance
Based Incentive Compensation Plan for executive officers (the �Plan�). The Plan provides executive officers with the opportunity to earn restricted
stock based on a three-year performance window
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from 2003 to 2005. Performance goals are based on shareholders achieving defined investment returns over the three-year window and the
Company�s performance ranking in the top third of benchmark performance goals, (defined by the Compensation Committee). Any earned
restricted stock would vest 20% a year over the five-year period from 2006 to 2010, dependent upon the executive officer�s continued
employment with the Company.

Non-Qualified Executive Deferred Compensation Plan

The Non-qualified Deferred Compensation Plan is the Company�s long-term incentive plan for key employees who are not qualified for
participation in the Company�s 401(k) plan. Under the terms of this plan, key employees may elect to defer a percentage of their compensation
and the Company matches a portion of their salary deferral with similar provisions as apply for the Company�s 401(k) plan. This plan is designed
so that the employees� investment earnings should be the same as the earning assets in the Company�s 401(k) plan.

Compensation of Chief Executive Officer

Mr. Bolton�s employment agreement with the Company, entered into in December 1999, provides for a base salary of $345,000 for the year
ended December 31, 2003. The Compensation Committee considered this annual base salary to be competitive with comparable REITs to the
Company. During the calendar year 2003, Mr. Bolton received $552,034 in bonus compensation, $450,004 of which represents 17,544 shares of
restricted stock which were granted in 2002, but have not vested, and $99,980 of which represents 4,269 shares of restricted stock related to
work performed in 2002.

Employment Agreements

The Company entered into employment agreements with Messrs. Bolton and Wadsworth in December 1999. These employment agreements
have substantially similar terms, except for their base salary provisions. Each one (i) has a term of one year that renews automatically on the first
day of each month for an additional one-month period, so that on the first day of each month, unless sooner terminated in accordance with the
terms of the agreement, the remaining term is one year; (ii) provides for annual base salaries for the executives, subject to change at the
discretion of the Compensation Committee; and (iii) allows for annual incentive/bonus compensation.

Upon the executive�s termination due to death or permanent disability or in the event the executive is terminated without cause by the Company
or suffers a constructive termination of his employment in the absence of a change of control, the Company will pay the executive all amounts
due to the executive as of the date of termination under the terms of all incentive and bonus plans, and will also continue to pay the executive his
base salary as then in effect for one year after the termination. In addition, all stock options granted to the executive shall become fully vested
and exercisable in accordance with their terms on the termination date, or the executive may elect to receive an amount in cash equal to the
in-the-money value of the shares covered by all such options. Finally, the Company will pay to the executive all legal fees incurred by the
executive in connection with his termination without cause or constructive termination by the Company.

If the executive is terminated without cause or suffers a constructive termination in anticipation of, on, or within three years after a change in
control of the Company, the executive is entitled to receive a payment equal to the sum of two and 99/100 (2.99) times his annual base salary in
effect on the date of termination plus two and 99/100 (2.99) times his average annual cash bonus paid during the two immediately preceding
fiscal years. To the extent that an excise tax on excess parachute payments will be imposed on the executive under Section 4999 of the Internal
Revenue Code as a result of such payment, the Company shall pay the executive an additional amount sufficient to reimburse him for taxes
imposed pursuant to Sections 280G and 4999 of the Internal Revenue Code. In addition, all stock options granted to the executive shall become
fully vested and exercisable in accordance with their terms on the termination date, or the executive may elect to receive an amount in cash equal
to the greater of (i) the in-the-money value of the shares covered by all such options or (ii) the difference between the highest per share price for
shares of the Company paid in connection with the change of control and the per share exercise price of the options held by the executive,
multiplied by the number of shares covered by all such options. Finally, the Company will pay to the executive all legal fees incurred by the
executive in connection with the change of control.
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Each employment agreement also contains confidentiality and non-competition provisions, as well as the agreement of the executive not to hire
other employees of the Company upon severance.
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Section 162(m) of the Internal Revenue Code of 1986, enacted as part of the Omnibus Budget Reconciliation Act in 1993, generally disallows a
tax deduction to public companies for compensation over $1,000,000 paid to the Company�s Chief Executive Officer and four other most highly
compensated executive officers. Compensation paid to these officers in excess of $1,000,000 that is not performance-based cannot be claimed by
the Company as a tax deduction. The Compensation Committee believes it is appropriate to take into account the $1,000,000 limit on the
deductibility of executive compensation and to seek to qualify executive compensation awards as performance-based compensation excluded
from the $1,000,000 limit. Stock options and other equity-based incentives granted under the Company�s stock incentive plans qualify as
performance-based compensation. None of the executive officers received compensation in 2003 that would exceed the $1,000,000 limit on
deductibility. The Committee has not determined whether it will approve any compensation arrangements that will cause the $1,000,000 limit to
be exceeded in the future.

Submitted by the Compensation Committee of the Board of Directors:

Ralph Horn (Chairman)
Robert F. Fogelman
John S. Grinalds
Michael S. Starnes
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PERFORMANCE GRAPH

The following graph compares the cumulative total return to the shareholders of Mid-America Apartment Communities, Inc. (�MAA�) to the S&P
500 Index and the Equity REIT Total Return Index prepared by the National Association of Real Estate Investment Trusts (�NAREIT�). It
assumes that the base share price for the Company�s common stock and each index is $100 and that all dividends are reinvested. The
performance graph is not necessarily indicative of future investment performance.

MID-AMERICA APARTMENT COMMUNITIES, INC.
TOTAL RETURN PERFORMANCE
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AUDIT COMMITTEE REPORT

The Audit Committee has the responsibilities and powers set forth in its charter which include the responsibility to assist our Board of Directors
in its oversight of our accounting and financial reporting principles and policies and internal audit controls and procedures, the integrity of our
financial statements, our compliance with legal and regulatory requirements, the independent auditor�s qualifications and independence, and the
performance of the independent auditor and our internal audit function. The Audit Committee is also required to prepare this report to be
included in our annual proxy statement pursuant to the proxy rules of the SEC.

Management of the Company is responsible for the preparation, presentation and integrity of the Company�s financial statements and for
maintaining appropriate accounting and financial reporting principles and policies and internal controls and procedures to provide for
compliance with accounting standards and applicable laws and regulations. The internal auditor is responsible for testing such internal controls
and procedures. The Company�s independent auditor is responsible for planning and carrying out a proper audit of the Company�s annual
financial statements, reviews of the Company�s quarterly financial statements prior to the filing of each quarterly report on Form 10-Q, and other
procedures.

The Audit Committee has reviewed and discussed our audited financial statements for the year ended December 31, 2003, with our
management. In addition, we have discussed with KPMG LLP, the Company�s independent auditing firm, the matters required by Codification of
Statement on Auditing Standards No. 61, the Sarbanes-Oxley Act of 2002, and other matters required by the charter of this Committee.
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The Committee also has received the written disclosures and the letter from KPMG LLP required by Independence Standards Board Standard
No. 1, and we have discussed with KPMG LLP their independence from the Company and its management. The Committee has discussed with
the Company�s management and the auditing firm such other matters and received such assurances from them as we deemed appropriate.

As a result of our review and discussions, we have recommended to the Board of Directors the inclusion of our audited financial statements in
the annual report for the year ended December 31, 2003, on Form 10-K for filing with the Securities and Exchange Commission.

AUDIT COMMITTEE
Alan B. Graf, Jr. (Chairman)
John S. Grinalds
Michael S. Starnes
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AUDIT AND NON-AUDIT FEES

The following table presents fees for professional audit services rendered by KPMG for the audit of the Company�s annual financial statements
for 2002 and 2003, and fees billed for other services rendered by KPMG.

Audit Fees
Audit-Related

Fees (1)

Audit and
Audit-Related

Fees Tax Fees (2)

All
Other
Fees Total Fees

2002   $347,180   $ 85,000   $432,180   $292,480   $�   $724,660
2003   $296,500   $ 71,000   $367,500   $322,700   $�   $690,200

(1) Audit-related fees generally consist of fees for audits of financial statements of certain employee benefit plans and consultations as to
the appropriate application of generally accepted accounting principles to proposed transactions. Audit-related fees in 2003 and 2002
included $30,000 and $45,000, respectively, related to audits of unconsolidated subsidiaries.

(2) Tax fees in 2003 included $315,000 for tax return preparations or review and assistance in addressing federal and state examinations
and $7,700 for tax consultations. Tax fees in 2002 included $289,420 for tax return preparation or review and $3,060 for tax
consultations.

SEC rules under Section 202 of the Sarbanes-Oxley Act of 2002 require the Audit Committee to pre-approve audit and non-audit services
provided by our independent auditor. In 2002, our Audit Committee began pre-approving all services by KPMG and has pre-approved all new
services since that time.

No fees were billed by KPMG for professional services described in Paragraph (c)(4)(ii) of Rule 2-01 of Regulation S-X in 2003.

PROPOSAL NO. 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITOR

The Audit Committee is responsible for selecting our independent auditors and has selected KPMG LLP to audit our financial statements for the
2004 fiscal year. Accordingly, shareholder approval is not required to appoint KMPG LLP as our independent auditors for fiscal year 2004. The
Board of Directors believes, however, that submitting the appointment of KPMG to the stockholders for ratification is a matter of good corporate
governance. A representative of KPMG is expected to be present at the Annual Meeting to make a statement if they so desire and to answer any
appropriate questions.

In the event you do not ratify the appointment of KPMG as our independent auditors, the Audit Committee will reconsider the appointment of
KPMG. Even if you do ratify the appointment, the Audit Committee in its discretion may direct the appointment of a different independent
accounting firm at any time during the year if it believes that such a change would be in the best interests of the Company and our shareholders.
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The presence of a quorum at the Annual Meeting and the affirmative vote of a majority of the votes present at the meeting, either in person or by
proxy, and entitled to vote on the matter are necessary to ratify the selection of KPMG as our independent auditors for fiscal year 2004.

The Audit Committee of the Board of Directors unanimously
recommends a vote �FOR� adoption of Proposal No. 2.
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PROPOSAL NO. 3
APPROVAL OF THE AMENDED AND RESTATED CHARTER
OF MID-AMERICA APARTMENT COMMUNITIES, INC.

In February 2004, subject to shareholder approval, the Board of Directors approved the Amended and Restated Charter of Mid-America
Apartment Communities, Inc. The Amended and Restated Charter removes the designations of 2,000,000 shares for the Series A Preferred
Stock, 2,156,250 shares for the Series B Preferred Stock, 2,000,000 million shares for the Series C Preferred Stock and 1,000,000 shares for the
Series E Preferred Stock. All of these shares have been fully redeemed. If the amended and restated charter is approved by our shareholders,
these shares will become authorized but unissued shares of preferred stock with respect to which our Board of Directors may again determine the
preferences, limitations and relative rights. The Amended and Restated Charter also provides that any shares of preferred stock reacquired by the
Company will constitute authorized but unissued shares of preferred stock with respect to which our Board of Directors may again determine the
preferences, limitations and relative rights.

The full text of the proposed Amended and Restated Charter of Mid-America Apartment Communities, Inc. is attached to this Proxy Statement
as Appendix B.

The affirmative vote of shareholders representing a majority of the outstanding shares of common stock is required to approve the Amended and
Restated Charter of Mid-America Apartment Communities, Inc.

The Board of Directors recommends a vote �FOR� adoption of Proposal No. 3.

Securities Authorized For Issuance Under Equity Compensation Plans Through December 31, 2003

The following table provides information with respect to compensation plans under which our equity securities are authorized for issuance as of
December 31, 2003.

Number of
Securities
Exercise of
Outstanding

Options, Warrants
and Rights
(a)(1)

Weighted
Average

Exercise Price
of

Outstanding
Options

Warrants and
Rights
(b)(1)

Number of
Securities
Remaining
Available for

Future Issuance
under
Equity

Compensation Plans
(excluding securities
reflected in column

(a))
(c)(2)

Equity compensation plans
approved by security holders 1,037,970   $ 24.78 308,533
Equity compensation plans not
approved by security holders N/A N/A N/A
Total 1,037,970   $ 24.78 308,533

(1) Columns (a) and (b) above do not include 109,084 shares of restricted stock that are subject to vesting requirements which were issued
through the Company�s Fourth Amended and Restated 1994 Restricted Stock and Stock Option Plan or 38,600 shares of common stock
which have been purchased by employees through the Employee Stock Purchase Plan.

Edgar Filing: FIVE BELOW, INC - Form 10-K

21



(2) Column (c) above includes 197,133 shares available to be issued under the Company�s Fourth Amended and Restated 1994 Restricted
Stock and Stock Option Plan and 111,400 shares available to be issued under the Company�s Employee Stock Purchase Plan.

The 197,133 shares available to be issued under the Company�s Fourth Amended and Restated 1994 Restricted Stock and Stock Option Plan
ceased to be eligible to be granted as of January 1, 2004, in compliance with the time limitations of that plan.
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PROPOSAL NO. 4
APPROVAL OF THE 2004 STOCK PLAN

In February 2004, subject to shareholder approval, the Compensation Committee of the Board of Directors approved the 2004 Stock Plan. This
plan mirrors the Company�s existing Fourth Amended and Restated 1994 Stock and Stock Option Plan which was approved by shareholders at
the June 10, 2002 Shareholder Meeting, but which, as of January 1, 2004, no longer allows for future grants.

Our Board of Directors believes that the 2004 Stock Plan furthers the Board of Director�s philosophy of closely aligning the interests of the
Company�s shareholders and management and using incentive based compensation to encourage and reward performance. The 2004 Stock Plan
will permit the Company to continue to emphasize compensation with a value directly tied to Company goals and performance. Our Board of
Directors believes that the 2004 Stock Plan will enable the Company to maintain a total compensation program, which combines salary, bonuses
and long-term share incentive awards to encourage management strategies and action that will continue to build shareholder value.

The provisions of the 2004 Stock Plan are described in detail below; however, this description of the plan is qualified in its entirety by reference
to the plan itself, a copy of which is attached to this proxy statement as Appendix C.

The 2004 Stock Plan provides for the grant of stock options and restricted stock awards, in the sole discretion of the Compensation Committee,
to our:

�  employees and/or any of our subsidiaries whose performance or contribution, in the sole discretion of the Compensation Committee,
benefits or will benefit the Company in a significant manner;

�  non-employee directors of the Company and/or any of our subsidiaries; and

�  consultants or advisors of the Company.

Share Reserve

An aggregate of 500,000 shares of common stock are reserved for issuance under the 2004 Stock Plan.

Administration

The 2004 Stock Plan will be administered by the Compensation Committee of our Board of Directors. Subject to the terms of the 2004 Stock
Plan, the committee determines the recipients, the number and type of stock awards to be granted and the terms and conditions of the awards.

Stock Options

Stock options are granted under the 2004 Stock Plan pursuant to stock option agreements. The exercise price for an incentive stock option
cannot be less than the fair market value of the common stock on the date of grant. The plan prohibits the repricing of any option. Stock options
granted under the 2004 Plan will be exercisable at such times and will be subject to such restrictions and conditions as the Compensation
Committee in each instance approves, which need not be the same for all participants.
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Each stock option will expire at such time as the committee determines; provided, however, that the term of any Incentive Stock Option (�ISO�)
shall not exceed 10 years after the date the ISO is awarded. For any participant who owns 10% or more of the combined total voting power of
the Company or any of its subsidiaries, the term of each ISO shall not exceed 5 years. ISOs to purchase no more than $100,000 of our common
stock (measured as of the date of grant of the option) may vest as to each optionee in each calendar year (taking into account all ISOs granted
pursuant to any of the Company�s plans).
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Restricted Stock

Awards under the 2004 Plan may be in the form of shares of common stock subject to certain restrictions imposed by the Compensation
Committee. The committee will determine the number of shares of restricted stock to be granted and may impose different terms and conditions
on any particular grant of restricted stock. Shares of restricted stock will be issued in uncertificated form and registered in the name of such
participant and will be so held until the restrictions thereon have lapsed and all of the terms and conditions applicable to such award have been
satisfied.

Awards of restricted stock will become unrestricted and vest in the participant in accordance with the vesting schedule set forth in the underlying
award agreement. In no event will the restriction period be less than one year after the date on which such award is granted. During the
restriction period applicable to a restricted award, such award will be unvested and the restricted stock may not be transferred or otherwise
disposed of by the participant. After satisfaction of the vesting schedule and the restrictions set by the committee, a certificate for the number of
shares of common stock which are no longer subject to such restrictions will be delivered to the participant. The remaining shares, if any, issued
in respect of such restricted stock will either be forfeited or will continue to be subject to the restrictions set by the committee, as the case may
be.

A participant will have, with respect to shares of restricted stock, all of the rights of a shareholder of the Company, including the right to vote the
shares and to receive any cash dividends declared and paid on the shares. Stock dividends issued with respect to restricted stock will be treated
as additional grants of restricted stock and will be subject to the same restrictions that apply to the shares of restricted stock with respect to
which such stock dividends are issued.

Payment

Acceptable consideration for the purchase of common stock issued under the 2004 Stock Plan include cash or, at the discretion of the committee,
common stock, a deferred payment arrangement or other legal consideration approved by the committee. Generally, an optionee may not transfer
a stock option granted under the 2004 Stock Plan, other than by will or the laws of descent and distribution unless the optionee holds a
nonstatutory stock option that provides otherwise. We will use the proceeds received upon exercise of any stock option for general corporate
purposes.

Tax Limitations

Stock Option Grants.  Incentive stock options may be granted only to our employees. The aggregate fair market value, determined at the time of
grant, of shares of our common stock with respect to incentive stock options that are exercisable for the first time by an optionee during any
calendar year under all of our stock plans may not exceed $100,000. The options or portions of options that exceed this limit are treated as
nonstatutory stock options. No incentive stock option, and before our stock is publicly traded, no nonstatutory stock option, may be granted to
any person who, at the time of the grant, owns or is deemed to own stock possessing more than 10% of our total combined voting power or any
affiliate unless the following conditions are satisfied:

�  the option exercise price must be at least 110% of the fair market value of the stock subject to the option on the date of grant; and

�  the term of any incentive stock option award must not exceed five years from the date of grant.

Restricted Stock Awards.  A grantee of a restricted stock award may elect to change the tax treatment of the award under Section 83(b) of the
Code. In general, a participant who has received shares of restricted stock and who has not made an election under Section 83(b) of the Code to
be taxed upon receipt will include in his gross income as compensation income an amount equal to the fair market value of the shares of
restricted stock at the earlier of the first time the rights of the participant are transferable or the restrictions lapse. If a participant makes an
election under Section 83(b), he or she will report the value of the restricted stock received as gross income at the time of receipt. The Company
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will be entitled to a deduction at the time that the participant is required to recognize income, subject to the limitations set forth below.
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Termination of Employment

Stock Options.  The 2004 Plan provides that if a participant�s employment (or a non-employee director participant�s directorship) is terminated
other than for death, disability or retirement, he will forfeit his unvested stock options immediately, and he will have up to 30 days following
termination to exercise vested stock options. If a participant dies, becomes disabled or retires, on the other hand, his unvested stock options will
become vested immediately, and any vested options will be exercisable as follows (subject to the applicable terms and provisions of the plan and
the relevant award agreement):

�  in the event of disability, until the earlier of expiration or one year from the date of termination for ISOs and until expiration for
non-qualified stock options;

�  in the event of retirement, until the earlier of expiration or three months from the date of termination for ISOs and until expiration for
non-qualified stock options; and

�  in the event of death, until the earlier of expiration or one year from the date of death for all stock options, whether ISOs or non-qualified
stock options.

Restricted Stock Awards.  If a participant�s employment (or a non-employee director participant�s directorship) is terminated other than for death,
disability or retirement prior to the lapse of any restrictions or conditions applicable to an award of restricted stock, the restricted stock will be
forfeited, unless the committee in its sole discretion determines otherwise. If a participant dies, retires or becomes disabled, shares of restricted
stock may become free of restrictions to the extent determined by the committee.

Change of Control

Under the provisions of the plan, if a change in control of the Company occurs all stock options then unexercised and outstanding will become
fully exercisable and all restrictions applicable to all restricted stock then outstanding will be deemed lapsed and satisfied.

New Plan Benefits

As described above, the selection of participants who will receive awards under the 2004 Plan if it is approved by the shareholders and the size
and type of awards will be determined by the Compensation Committee in its discretion. No awards have been made under the 2004 Plan, nor
are any such awards now determinable; therefore, it is not possible to predict the benefits or amounts that will be received by, or allocated to,
particular individuals or groups of employees in 2004. The number of shares of our common stock covered by stock options and the number of
shares of restricted stock that have been granted to our named executive officers is set forth above under �Compensation of Management and
Other Information.�

The presence of a quorum at the annual meeting and the affirmative vote of a majority of the votes present at the meeting, either in person or by
proxy, and entitled to vote on the matter are necessary to approve and adopt the 2004 Plan.

The Board of Directors recommends that you vote �FOR� the approval of the 2004 Plan.
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OTHER MATTERS

The Board of Directors, at the time of the preparation of this Proxy Statement, knows of no business to come before the meeting other than that
referred to herein. If any other business should come before the meeting, the person named in the enclosed proxy will have discretionary
authority to vote all proxies in accordance with his best judgment.
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BY ORDER OF THE BOARD OF DIRECTORS

Leslie B.C. Wolfgang
Vice President, Director of External Reporting and
Corporate Secretary

April 23, 2004
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APPENDIX A

MID-AMERICA APARTMENT COMMUNITIES, INC.
RESTATED CHARTER OF THE AUDIT COMMITTEE

OF THE BOARD OF DIRECTORS

PURPOSE

The primary purpose of the Audit Committee (the �Committee�) is to assist the Board of Directors (the �Board�) in fulfilling its responsibility to
oversee the integrity of the Company�s financial statements, the Company�s compliance with legal and regulatory requirements,1 the independent
auditor�s qualifications and independence, and the performance of the Company�s internal audit function and independent auditor. The Committee
shall provide a forum for communication among the independent auditor, management, the internal auditing department, and the Board. The
Committee shall make regular reports to the Board and shall prepare the report required by the rules and regulations of the Securities and
Exchange Commission (�SEC Rules�) to be included in the Company�s annual proxy statement.

In discharging its duties and responsibilities, the Committee is authorized to investigate any matter within the scope of its duties and
responsibilities or as otherwise delegated by the Board, with full access to all books, records, facilities and personnel of the Company.

MEMBERSHIP

The Committee shall be comprised of not less than three members of the Board, and the Committee�s members will meet the independence,
experience and other requirements of the New York Stock Exchange (�NYSE�), Section 10A(m)(3) of the Securities Exchange Act of 1934 (the
�Exchange Act�), and the SEC Rules. A Committee member other than in his or her capacity as a Committee, Board member or member of any
other Board Committee shall not accept directly or indirectly any consulting, advisory or other compensatory fee from the Company or be an
�affiliated person� of the Company or any subsidiary thereof in violation of NYSE or SEC Rules. If a Committee member simultaneously serves
on the audit committee of more than three public companies, the Board shall determine that such simultaneous service will not impair the ability
of such member to serve effectively on the Committee and disclose such determination in the Company�s annual proxy statement.

The Board acting on the recommendation of the Nominating and Governance Committee will appoint annually the members of the Committee
and shall determine whether the Committee has an audit committee financial expert as defined by SEC Rules and whether such expert is
�independent� from management as defined in Schedule 14A of the SEC Rules.

MEETINGS AND PROCEDURES

The Committee shall meet as often as it determines, but not less frequently than quarterly. The Committee shall meet not less frequently than
four times annually with management, the internal auditors and the independent auditor in separate executive sessions. The Committee may
request any officer or employee of the Company or the Company�s outside counsel or independent auditor, or any other persons whose presence
the Committee believes to be necessary or appropriate, to attend a meeting of the Committee or to meet with any members of, or advisors to, the
Committee.

The Committee may retain any independent counsel, experts or advisors (accounting, financial or otherwise) that the Committee believes to be
necessary or appropriate. The Committee may also utilize the services of the Company�s regular counsel or other advisors to the Company. The
Company shall provide for appropriate funding, as determined by the Committee, for payment of compensation to the independent auditor for
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the purpose of rendering or issuing an audit report and to any advisors employed by the Committee.

A-1

DUTIES AND RESPONSIBILITIES

While the Committee has the duties and responsibilities set forth in this Charter, it is not the duty or responsibility of the Committee to prepare
the Company�s financial statements or to plan or conduct audits of those financial statements. These are the responsibilities of management and
the independent auditor. Additionally, the Committee recognizes that the Company�s financial management, including the internal audit
department, as well as its independent auditor, have more knowledge and more detailed information regarding the Company and its financial
reports than do Committee members; consequently, in carrying out its duties and responsibilities, the Committee, including any person
designated as an audit committee financial expert, is not providing any expert or special assurance as to accuracy or completeness of the
Company�s financial statements or any professional certification as to the independent auditor�s work, and is not conducting an audit or
investigation of the financial statements nor determining that the financial statements are true and complete or have been prepared in accordance
with generally accepted accounting principles (�GAAP�) and applicable SEC Rules.

The following shall be the common recurring activities of the Committee in carrying out its duties and responsibilities. These functions are set
forth with the understanding that the Committee may engage in additional activities as appropriate given the circumstances.

1. The Committee shall have the sole authority to appoint or replace the independent auditor (subject, if applicable, to shareholder
ratification). The Committee shall be directly responsible for the compensation and oversight of the work of the independent auditor
(including resolution of disagreements between management and the independent auditor regarding financial reporting) for the purpose
of preparing or issuing an audit report or related work or performing other audit, review or attest services for the Company. The
independent auditor shall report directly to the Committee.

2. The Committee shall preapprove all auditing services and permitted non-audit services (including the fees and terms thereof) to be
performed for the Company by its independent auditor, subject to the de minimus exceptions for non-audit services in accordance with
Section 10A(i)(1)(B) of the Exchange Act which are approved by the Committee prior to the completion of the audit. Approval by the
Committee of a non-audit service shall be disclosed in the reports filed by the Company with the SEC or otherwise as required by law
and SEC Rules. Committee pre-approval of audit and non-audit services will not be required if the engagement for the services is
entered into pursuant to pre-approval policies and procedures established by the Committee regarding the Company�s engagement of the
independent auditor, provided the policies and procedures are detailed as to the particular services, the Committee is informed of each
service provided and such policies and procedures do not include delegation of the Committee�s responsibilities under the Exchange Act
to the Company�s management. The Committee may delegate to one or more designated Committee members the authority to grant
preapprovals of audit and permitted non-audit services, provided that any decisions to preapprove shall be presented to the full
Committee at its next scheduled meeting.

3. The Committee shall review and discuss with management and the independent auditor the annual audited and quarterly unaudited
financial statements, and the Company�s disclosures under �Management�s Discussion and Analysis of Financial Condition and Results of
Operation� provided on Form 10-Q and Form 10-K. The review and discussion of the financial statements and the matters covered in the
independent auditor�s report, if applicable, shall occur prior to the public release of such financial statements and the review and
discussion of the related disclosure, including the �Management�s Discussion and Analysis of Financial Condition and Results of
Operation�, shall occur prior to the filing of the Form 10-Q or Form 10-K. The Committee shall review and discuss with management
and the independent auditor material related party transactions as defined in the Statement of Financial Accounting Standards No. 57
and other accounting and regulatory pronouncements. The Committee also shall review and discuss with the independent auditor the
matters required to be discussed by Statement of Auditing Standards No. 61, as may be modified or supplemented. Based on such
review and discussion, and based on the disclosures received from, and discussions with, the independent auditor regarding its
independence as provided for below, the Committee shall consider whether to recommend to the Board that the audited financial
statements be included in the Company�s Annual Report on Form 10-K.

A-2

4. The Committee shall review and discuss with the independent auditor prior to the filing of the Annual Report on Form 10-K the report
that such auditor is required to make to the Committee regarding: (A) all accounting policies and practices to be used that the

Edgar Filing: FIVE BELOW, INC - Form 10-K

26



independent auditor identifies as critical; (B) all alternative treatments within GAAP for policies and practices related to material items
that have been discussed among management and the independent auditor, including the ramifications of the use of such alternative
disclosures and treatments, and the treatment preferred by the independent auditor; and (C) all other material written communications
between the independent auditor and management of the Company, such as any management letter, management representation letter,
reports on observations and recommendations on internal controls, independent auditor�s engagement letter, independent auditor�s
independence letter and schedule of unadjusted audit differences, if any.

5. The Committee shall discuss with management and the independent auditor: (A) major issues regarding accounting principles and
financial statement presentations, including any significant changes in the Company�s selection or application of accounting principles,
any major issues as to the adequacy of the Company�s internal controls and any special steps adopted in light of material control
deficiencies; and (B) analyses prepared by management and/or the independent auditor setting forth significant financial reporting
issues and judgments made in connection with the preparation of the Company�s financial statements. The Committee shall discuss with
management and the independent auditor the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on
the Company�s financial statements.

6. The Committee shall discuss earnings press releases, including the use of �pro forma� or �adjusted� non-GAAP information. The
Committee shall also discuss generally the financial information and earnings guidance which has been or will be provided to analysts
and rating agencies.

7. The Committee shall discuss with management, the senior internal audit executive officer and the independent auditor the Company�s
major financial risk exposures and its policies with respect to risk assessment and risk management. The Committee shall review the
internal audit plan and functions at least annually and review with the independent auditor the responsibilities, budget and staffing of the
Company�s internal audit functions. The senior internal audit executive officer shall report directly to the Chair of the Committee and to
the Chief Executive Officer.

8. The Committee shall regularly review with the independent auditor any difficulties the independent auditor encountered during the
course of the audit work, including any restrictions on the scope of activities or access to requested information or any significant
disagreements with management and management�s responses to such matters. In this connection, among the items that the Committee
may review with the independent auditor are: (A) any accounting adjustments that were noted or proposed by the auditor but were
�passed� (as immaterial or otherwise); (B) any communications between the audit team and the independent auditor�s national office
respecting auditing or accounting issues presented by the engagement; and (C) any �management� or �internal control� letter issued, or
proposed to be issued, by the independent auditor to the Company.

9. The Committee shall:

� evaluate the independent auditor�s qualifications, performance and independence, including the review and evaluation of the lead
partner of the audit engagement team;

� ensure the rotation of the lead audit partner of the independent auditor and audit engagement team partners as required by NYSE and
SEC Rules;

� establish hiring policies for employees or former employees of the independent auditor who participate in any capacity in the audit
of the Company�s financial statements;

� obtain and review, at least annually, a report by the independent auditor describing the auditing firm�s internal quality control
procedures and any material issues raised by its most recent internal quality control review or peer review, or by any inquiry or
investigation by governmental or professional authorities, within the preceding five years respecting one or more independent audits
carried out by the auditing firm and any steps taken to deal with any such issues;
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� receive from the independent auditor annually a formal written statement delineating all relationships between the independent
auditor and the Company consistent with Independence Standards Board Standard No. 1, as may be modified or supplemented by
such other standards as may be set by law or regulation or NYSE Rules; and

�
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discuss with the independent auditor in an active dialogue any such disclosed relationships or services and their impact on the
independent auditor�s objectivity and independence and present to the Board its conclusion with respect to the independence of the
independent auditor.

� The Committee shall receive reports from the principal executive and financial officers of the Company regarding their evaluation of the
effectiveness of the Company�s disclosure controls and procedures and the Company�s internal controls and procedures for financial
reporting; regarding all significant deficiencies in the design or operation of internal controls which could adversely affect the
Company�s ability to record, process, summarize and report financial data and whether they have identified for the independent auditor
any material weaknesses in internal controls; regarding any fraud, whether or not material, that involves management or other
employees who have a significant role in the Company�s internal controls; and regarding whether there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of their evaluation, including
any corrective actions with regard to significant deficiencies and material weaknesses.

� The Committee shall establish procedures for the receipt, retention and treatment of complaints regarding accounting, internal
accounting controls, or auditing matters and for the confidential, anonymous submission by employees of concerns regarding
questionable accounting or auditing matters.

� The Committee shall discuss with the Company�s General Counsel any legal or regulatory matters that could reasonably be expected to
have a material impact on the Company�s business or financial statements.

� The Committee shall meet at least annually with the Senior Officer with oversight of the Company�s ethics and compliance programs for
a report on the Company�s ethics and compliance programs, including a review of any issues that may affect in any material way the
financial reporting process, the financial risks of the Company and internal control systems of the Company.

� For so long as the Company elects to be taxed as a real estate investment company for federal income tax purposes, the Committee shall
periodically review with the Company�s Chief Financial Officer and independent auditor the Company�s compliance with the
requirements for qualification as a real estate investment trust.

� The Committee at least annually shall (A) perform an evaluation of the performance of the Committee, including a review of the
Committee�s compliance with this Charter; and (B) review and reassess this Charter and submit any recommended changes to the Board
for its consideration.
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APPENDIX B

AMENDED AND RESTATED CHARTER
OF

MID-AMERICA APARTMENT COMMUNITIES, INC.

The undersigned corporation hereby amends and restates its Charter under the Tennessee Business Corporation Act.

A. The name of the corporation is Mid-America Apartment Communities, Inc. (the �Corporation�).

B. The Charter of the Corporation is amended and restated as follows:

1. Name.  The name of the corporation (which is hereinafter called the �Corporation�) is Mid-America Apartment Communities, Inc.

2. For Profit.  The Corporation is for profit.

3. Principal and Registered Office.  The address of the Corporation�s registered office and its principal office is 6584 Poplar Avenue,
Suite 300, Memphis, Tennessee 38138.
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4. Registered Agent.  The name of the Corporation�s registered agent at that office is Simon R.C. Wadsworth.

5. [Intentionally Omitted]

6.  Authorized Capital Stock.  The total number of shares of stock which the Corporation has authority to issue is fifty million (50,000,000)
shares of Common Stock, $.01 par value per share, and twenty million (20,000,000) shares of Preferred Stock, $.01 par value per share. The
Preferred Stock may be issued from time to time by the Board of Directors of the Corporation, in such series and with such preferences,
conversion or other rights, voting powers, restrictions, limitations as to dividends, qualifications or other provisions as may be fixed by the
Board of Directors. If the Board of Directors shall designate and issue a series of Preferred Stock without shareholder action in accordance with
this section and the Tennessee Business Corporation Act and, if at a later time after such designation and issuance the Corporation shall redeem
and cancel all shares of such series of Preferred Stock in accordance with the terms of such series and in a manner permitted by the Tennessee
Business Corporation Act, then such shares shall be included in the class of preferred stock with respect to which the Board of Directors may
again determine the preferences, limitations and relative rights.

Designation of 9¼% Series F Cumulative Redeemable Preferred Stock

Designation and Number.  A series of Preferred Stock, designated the �9¼% Series F Cumulative Redeemable Preferred Stock� (the �Series F
Preferred�), is hereby established. The number of shares of the Series F Preferred shall be 474,500.

Maturity.  The Series F Preferred Stock has no stated maturity and will not be subject to any sinking fund or mandatory redemption.

Rank.  The Series F Preferred Stock, with respect to dividend rights and rights upon liquidation, dissolution or winding up of the Company, will
rank (i) senior to all classes or series of common stock, $.01 par value per share, of the Company (the �Common Stock�), and to all equity
securities ranking junior to the Series F Preferred Stock with respect to dividend rights or rights upon liquidation, dissolution or winding up of
the Company; (ii) on a parity with all other equity securities issued by the Company, including the Company�s 8 5/8% Series G Cumulative
Redeemable Preferred Stock (the �Series G Preferred Stock�) and 8.30% Series H Cumulative Redeemable Preferred Stock (the �Series H Preferred
Stock�), the terms of which specifically provide that such series of equity securities rank on a parity with the Series F Preferred Stock with
respect to dividend rights or rights upon liquidation, dissolution or winding up of the Company (the �Parity Preferred Stock�); and (iii) junior to all
existing and future indebtedness of the Company. The term �equity securities� does not include common stock, all of which shall be junior to the
Series F Preferred Stock, and convertible debt securities, which will rank senior to the Series F Preferred Stock prior to conversion.
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Dividends.

(a)  Holders of shares of the Series F Preferred Stock are entitled to receive, when and as declared by the Board of Directors (or a duly
authorized committee thereof), out of funds legally available for the payment of dividends, preferential cumulative cash dividends at the rate of
9¼% per annum of the $25 liquidation preference (the �Liquidation Preference�) per share (equivalent to a fixed annual amount of $2.3125 per
share). Dividends on the Series F Preferred Stock shall be cumulative from (but excluding) the date of original issue and shall be payable
monthly in arrears on the 15th day of each calendar month, or, if not a business day, on the next succeeding business day (each, a �Dividend
Payment Date�). The first dividend, which will be payable on November 15, 2002, will be for less than a full month. Such dividend and any
dividend payable on the Series F Preferred Stock for any partial dividend period will be computed on the basis of a 360-day year consisting of
twelve 30-day months. Dividends will be payable to holders of record as they appear in the stock records of the Company at the close of
business on the applicable record date, which shall be the first day of the calendar month in which the applicable Dividend Payment Date falls or
on such other date designated by the Board of Directors of the Company for the payment of dividends that is not more than 30 nor less than 10
days prior to such Dividend Payment Date (each, a �Dividend Record Date�).

(b)  No dividends on shares of Series F Preferred Stock shall be declared by the Board of Directors or paid or set apart for payment by the
Company at any time that the terms and provisions of any agreement of the Company, including any agreement relating to its indebtedness,
prohibits such declaration, payment or setting apart for payment or provides that such declaration, payment or setting apart for payment of such
dividends would constitute a breach thereof or a default thereunder, or if such declaration or payment shall be restricted or prohibited by law.

(c)  Notwithstanding the foregoing, dividends on the Series F Preferred Stock will accumulate whether or not the Company has earnings,
whether or not there are funds legally available for the payment of such dividends and whether or not such dividends are declared. Accumulated
but unpaid dividends on the Series F Preferred Stock will not bear interest, and holders of the Series F Preferred Stock will not be entitled to any
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distributions in excess of full cumulative distributions described above. Except as set forth in the next sentence, no dividends will be declared or
paid or set apart for payment on any common stock of the Company or any other series of Parity Preferred Stock or any series or class of equity
securities ranking junior to the Series F Preferred Stock (other than a dividend in shares of the Common Stock or in shares of any other class of
stock ranking junior to the Series F Preferred Stock as to dividends and upon liquidation) for any period unless full cumulative dividends have
been or contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for such payment on the
Series F Preferred Stock for all past dividend periods and the then current dividend period. When dividends are not declared and paid in full (or a
sum sufficient for such full payment is not so set apart) upon the Series F Preferred Stock and the shares of any other series of Parity Preferred
Stock, all dividends declared upon the Series F Preferred Stock and any other series of Parity Preferred Stock, shall be allocated pro rata so that
the amount of dividends declared per share of Series F Preferred Stock and such other series of Parity Preferred Stock shall in all cases bear to
each other the same ratio that accrued and unpaid dividends per share on the Series F Preferred Stock and such other series of Parity Preferred
Stock (which shall not include any accrual in respect of unpaid dividends for prior dividend periods if such Parity Preferred Stock does not have
a cumulative dividend) bear to each other.

(d)  Except as provided in the immediately preceding paragraph, unless full cumulative dividends on the Series F Preferred Stock have been or
contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment for all past dividend
periods and the then current dividend period, no dividends (other than in shares of Common Stock or other shares of capital stock ranking junior
to the Series F Preferred Stock as to dividends and upon liquidation) shall be declared or paid or set aside for payment nor shall any other
distribution be declared or made upon the Common Stock, or any other capital stock of the Company ranking junior to or on a parity with the
Series F Preferred Stock as to dividends or upon liquidation, nor shall any shares of Common Stock, or any other shares of capital stock of the
Company ranking junior to or on a parity with the Series F Preferred Stock as to dividends or upon liquidation be redeemed, purchased or
otherwise acquired for any consideration (or any monies be paid to or made available for a sinking fund for the redemption of any such shares)
by the Company (except by conversion into or exchange for other capital stock of the Company ranking
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junior to the Series F Preferred Stock as to dividends and upon liquidation or redemptions for the purpose of preserving the Company�s
qualification as a real estate investment trust (�REIT�)). Holders of shares of the Series F Preferred Stock shall not be entitled to any dividend,
whether payable in cash, property or stock, in excess of full cumulative dividends on the Series F Preferred Stock as provided above. Any
dividend payment made on shares of the Series F Preferred Stock shall first be credited against the earliest accumulated but unpaid dividend due
with respect to such shares which remains payable.

Liquidation Preference.  Upon any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Company, the holders of
shares of Series F Preferred Stock are entitled to be paid out of the assets of the Company legally available for distribution to its shareholders a
liquidation preference of $25 per share, plus an amount equal to any accumulated, accrued and unpaid dividends to and including the date of
payment, but without interest, before any distribution of assets is made to holders of Common Stock or any other class or series of capital stock
of the Company that ranks junior to the Series F Preferred Stock as to liquidation rights. If the assets of the Company legally available for
distribution to shareholders are insufficient to pay in full the Liquidation Preference on the Series F Preferred Stock and the Liquidation
Preference on any shares of Parity Preferred Stock, all assets distributed to the holders of the Series F Preferred Stock and any other series of
Parity Preferred Stock shall be distributed pro rata so that the amount of assets distributed per share of Series F Preferred Stock and such other
series of Parity Preferred Stock shall in all cases bear to each other the same ratio that the Liquidation Preference per share on the Series F
Preferred Stock and such other series of Parity Preferred Stock bear to each other. Holders of Series F Preferred Stock will be entitled to written
notice of any event triggering the right to receive such Liquidation Preference. After payment of the full amount of the Liquidation Preference,
plus any accumulated and unpaid dividends to which they are entitled, the holders of Series F Preferred Stock will have no right or claim to any
of the remaining assets of the Company. The consolidation or merger of the Company with or into any other corporation, trust or entity or of any
other corporation with or into the Company, or the sale, lease or conveyance of all or substantially all of the property or business of the
Company, shall not be deemed to constitute a liquidation, dissolution or winding up of the Company.

Redemption.

(a)  The Series F Preferred Stock is not redeemable prior to October 16, 2007. However, in order to ensure that the Company will continue to
meet the requirements for qualification as a REIT, the Series F Preferred Stock will be subject to provisions in the Company�s Charter (the
�Charter�) pursuant to which shares of capital stock of the Company owned by a shareholder in excess of 9.9% in value of the outstanding shares
of capital stock of the Company (the �Ownership Limit�) will be deemed �Excess Shares,� and the Company will have the right to purchase such
Excess Shares from the holder. On and after October 16, 2007, the Company, at its sole option upon not less than 30 nor more than 60 days�
written notice, may redeem shares of the Series F Preferred Stock, in whole or in part, at any time or from time to time, for cash at a redemption
price of $25 per share, plus all accumulated and unpaid dividends thereon to the date fixed for redemption (except with respect to Excess
Shares), without interest. Holders of Series F Preferred Stock to be redeemed shall surrender such Series F Preferred Stock at the place
designated in such notice and upon such surrender shall be entitled to the redemption price and any accumulated and unpaid dividends payable
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upon such redemption. If notice of redemption of any shares of Series F Preferred Stock has been given and if the Company has set aside the
funds necessary for such redemption in trust for the benefit of the holders of any shares of Series F Preferred Stock to be redeemed, then from
and after the redemption date dividends will cease to accumulate on such shares of Series F Preferred Stock, such shares of Series F Preferred
Stock shall no longer be deemed outstanding and all rights of the holders of such shares will terminate, except the right to receive the redemption
price. If less than all of the outstanding Series F Preferred Stock is to be redeemed, the Series F Preferred Stock to be redeemed shall be selected
pro rata (as nearly as may be practicable without creating fractional shares) or by any other equitable method determined by the Company.

(b)  Unless full cumulative dividends on all shares of Series F Preferred Stock shall have been or contemporaneously are declared and paid or
declared and a sum sufficient for the payment thereof set apart for payment for all past dividend periods and the then current dividend period, no
shares of Series F Preferred Stock shall be redeemed unless all outstanding shares of Series F Preferred Stock are simultaneously redeemed and
in such event, the Company shall not purchase or otherwise acquire directly or indirectly any shares of Series F Preferred Stock (except by
exchange for capital stock of the Company ranking junior to the Series F Preferred Stock
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as to dividends and upon liquidation); provided, however, that the foregoing shall not prevent the purchase by the Company of Excess Shares in
order to ensure that the Company continues to meet the requirements for qualification as a REIT, or the purchase or acquisition of shares of
Series F Preferred Stock pursuant to a purchase or exchange offer made on the same terms to holders of all outstanding shares of Series F
Preferred Stock. So long as no dividends are in arrears, the Company shall be entitled at any time and from time to time to repurchase shares of
Series F Preferred Stock in open-market transactions duly authorized by the Board of Directors and effected in compliance with applicable laws.

(c)  Notice of redemption will be given by publication in a newspaper of general circulation in the City of New York, such publication to be
made once a week for two successive weeks commencing not less than 30 nor more than 60 days prior to the redemption date. A similar notice
will be mailed by the Company, postage prepaid, not less than 30 nor more than 60 days prior to the redemption date, addressed to the respective
holders of record of the Series F Preferred Stock to be redeemed at their respective addresses as they appear on the stock transfer records of the
Company. No failure to give such notice or any defect therein or in the mailing thereof shall affect the validity of the proceedings for the
redemption of any shares of Series F Preferred Stock except as to the holder to whom notice was defective or not given. Each notice shall state:
(i) the redemption date; (ii) the redemption price, (iii) the number of shares of Series F Preferred Stock to be redeemed; (iv) the place or places
where the Series F Preferred Stock is to be surrendered for payment of the redemption price; and (v) that dividends on the shares to be redeemed
will cease to accrue on such redemption date. If less than all of the Series F Preferred Stock held by any holder is to be redeemed, the notice
mailed to such holder shall also specify the number of shares of Series F Preferred Stock held by such holder to be redeemed.

(d)  Immediately prior to any redemption of Series F Preferred Stock, the Company shall pay, in cash, any accumulated and unpaid dividends
through the redemption date, unless a redemption date falls after a Dividend Record Date and prior to the corresponding Dividend Payment
Date, in which case each holder of Series F Preferred Stock at the close of business on such Dividend Record Date shall be entitled to the
dividend payable on such shares on the corresponding Dividend Payment Date notwithstanding the redemption of such shares before such
Dividend Payment Date.

(e)  The Series F Preferred Stock has no stated maturity and will not be subject to any sinking fund or mandatory redemption. However, in order
to ensure that the Company continues to meet the requirements for qualification as a REIT, Series F Preferred Stock acquired by a shareholder in
excess of the Ownership Limit will automatically become Excess Shares, and the Company will have the right to purchase such Excess Shares
from the holder. In addition, Excess Shares may be redeemed, in whole or in part, at any time when outstanding shares of Series F Preferred
Stock are being redeemed, for cash at a redemption price of $25 per share, but excluding accumulated and unpaid dividends on such Excess
Shares, without interest. Such Excess Shares shall be redeemed in the same proportion and in accordance with the same procedures as shares of
Series F Preferred Stock are being redeemed.

Voting Rights.

(a)  Holders of the Series F Preferred Stock will not have any voting rights, except as set forth below or as otherwise from time to time required
by law.

(b)  Whenever dividends on any shares of Series F Preferred Stock shall be in arrears for eighteen or more months (a �Preferred Dividend
Default�), the holders of such shares of Series F Preferred Stock voting separately as a class together with the holders of the Series G Preferred
Stock, the Series H Preferred Stock and all other series of Parity Preferred Stock upon which like voting rights have been conferred and are
exercisable will be entitled to vote separately as a class for the election of a total of two additional directors of the Company (the �Preferred Stock
Directors�) at a special meeting called by the holders of record of at least 20% of the Series F Preferred Stock or the holders of record of at least
20% of any series of Parity Preferred so in arrears (unless such request is received less than 90 days before the date fixed for the next annual or
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special meeting of the shareholders) or at the next annual meeting of shareholders, and at each subsequent annual meeting until all dividends
accumulated on such shares of Series F Preferred Stock for the past dividend periods and the dividend for the then current dividend period shall
have been fully paid or declared and a sum sufficient for the payment thereof set aside for payment. A quorum for any such meeting shall exist if
at least a majority of the total outstanding

B-4

shares of Series F Preferred Stock and shares of Parity Preferred Stock upon which like voting rights have been conferred and are exercisable are
represented in person or by proxy at such meeting. The Preferred Stock Directors shall be elected upon the affirmative vote of a plurality of the
shares of Series F Preferred Stock and such Parity Preferred Stock present and voting in person or by proxy at a duly called and held meeting at
which a quorum is present, voting separately as a single class. If and when all accumulated dividends and the dividend for the then current
dividend period on the Series F Preferred Stock shall have been paid in full or declared and set aside for payment in full, the holders thereof shall
be divested of the foregoing voting rights (subject to revesting in the event of each and every Preferred Dividend Default) and, if all accumulated
dividends and the dividend for the then current dividend period have been paid in full or declared and set aside for payment in full on all series
of Parity Preferred Stock upon which like voting rights have been conferred and are exercisable, the term of office of each Preferred Stock
Director so elected shall terminate. Any Preferred Stock Director may be removed at any time with or without cause by, and shall not be
removed otherwise than by the vote of, the holders of record of a majority of the outstanding shares of the Series F Preferred Stock when they
have the voting rights described above (voting separately as a class with all series of Parity Preferred Stock upon which like voting rights have
been conferred and are exercisable). So long as a Preferred Dividend Default shall continue, any vacancy in the office of a Preferred Stock
Director may be filled by written consent of the Preferred Stock Director remaining in office, or if none remains in office, by a vote of the
holders of record of a majority of the outstanding shares of Series F Preferred Stock when they have the voting rights described above (voting
separately as a class with all series of Parity Preferred Stock upon which like voting rights have been conferred and are exercisable). The
Preferred Stock Directors shall be entitled to one vote per director on any matter.

(c)  So long as any shares of Series F Preferred Stock remain outstanding, the Company will not, without the affirmative vote or consent of the
holders of at least two-thirds of the shares of the Series F Preferred Stock outstanding at the time, given in person or by proxy, either in writing
or at a meeting (voting separately as a class), amend, alter or repeal the provisions of the Charter or the Designating Amendment, whether by
merger, consolidation or otherwise (an �Event�), so as to materially and adversely affect any right, preference, privilege or voting power of the
Series F Preferred Stock of the holders thereof; provided, however, that with respect to the occurrence of any Event set forth above, so long as
the Series F Preferred Stock remains outstanding with the terms thereof materially unchanged, the occurrence of any such Event shall not be
deemed to materially and adversely affect such rights, preferences, privileges or voting power of holders of the Series F Preferred Stock and
provided, further that (i) any increase in the amount of the authorized Preferred Stock or the creation or issuance of any other series of Preferred
Stock, or (ii) any increase in the amount of authorized shares of such series, in each case ranking on a parity with or junior to the Series F
Preferred Stock with respect to payment of dividends or the distribution of assets upon liquidation, dissolution or winding up, shall not be
deemed to materially and adversely affect such rights, preferences, privileges or voting powers. When exercising the voting rights described
above, each share of Series F Preferred Stock shall have one vote per share.

(d)  The foregoing voting provisions will not apply if, at or prior to the time when the act with respect to which such vote would otherwise be
required shall be effected, all outstanding shares of Series F Preferred Stock shall have been redeemed or called for redemption upon proper
notice and sufficient funds shall have been deposited in trust to effect such redemption.

Conversion.  The Series F Preferred Stock is not convertible into or exchangeable for any other property or securities of the Company.

Designation of 8-5/8% Series G Cumulative Redeemable Preferred Stock

Designation and Number. A series of Preferred Stock, designated the �8 5/8% Series G Cumulative Redeemable Preferred Stock� (the �Series G
Preferred Stock�), is hereby established. The number of shares of the Series G Preferred Stock shall be 400,000.

Maturity.  The Series G Preferred Stock has no stated maturity.

Rank.  The Series G Preferred Stock, with respect to dividend rights and rights upon liquidation, dissolution or winding up of the Company, will
rank (i) senior to all classes or series of common stock of the Company (the �Common Stock�), and to all equity securities ranking junior to the
Series G Preferred Stock with respect to dividend rights or rights upon liquidation, dissolution or winding up of the Company; (ii) on a parity
with all equity securities
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issued by the Company, the terms of which specifically provide that such series of equity securities rank on a parity with the Series G Preferred
Stock with respect to dividend rights or rights upon liquidation, dissolution or winding up of the Company (the �Parity Preferred Stock�),
including the Company�s 9¼% Series F Cumulative Redeemable Preferred Stock (the �Series F Preferred Stock�) and 8.30% Series H Cumulative
Redeemable Preferred Stock (the �Series H Preferred Stock�); and (iii) junior to all existing and future indebtedness of the Company. The term
�equity securities� does not include common stock, all of which shall be junior to the Series F Preferred Stock, or convertible debt securities,
which will rank senior to the Series G Preferred Stock prior to conversion.

Dividends.

(a)  Holders of shares of the Series G Preferred Stock are entitled to receive, when and as declared by the Board of Directors (or a duly
authorized committee thereof), out of funds legally available for the payment of dividends, preferential cumulative cash dividends at the rate of 8
5/8% per annum of the $25 liquidation preference (the �Liquidation Preference�) per share (equivalent to a fixed annual amount of $2.15625 per
share). Dividends on the Series G Preferred Stock shall be cumulative from (but excluding) the date of original issue and shall be payable
monthly in arrears on the 15th day of each calendar month, or, if not a business day, on the next succeeding business day (each, a �Dividend
Payment Date�). The first dividend will be for less than a full month. Such dividend and any dividend payable on the Series G Preferred Stock for
any partial dividend period will be computed on the basis of a 360-day year consisting of twelve 30-day months. Dividends will be payable to
holders of record as they appear in the stock records of the Company at the close of business on the applicable record date, which shall be the
first day of the calendar month in which the applicable Dividend Payment Date falls or on such other date designated by the Board of Directors
of the Company for the payment of dividends that is not more than 30 nor less than 10 days prior to such Dividend Payment Date (each, a
�Dividend Record Date�).

(b)  No dividends on shares of Series G Preferred Stock shall be declared by the Board of Directors or paid or set apart for payment by the
Company at any time that the terms and provisions of any agreement of the Company, including any agreement relating to its indebtedness,
prohibits such declaration, payment or setting apart for payment or provides that such declaration, payment or setting apart for payment of such
dividends would constitute a breach thereof or a default thereunder, or if such declaration or payment shall be restricted or prohibited by law.

(c)  Notwithstanding the foregoing, dividends on the Series G Preferred Stock will accumulate whether or not the Company has earnings,
whether or not there are funds legally available for the payment of such dividends and whether or not such dividends are declared. Accumulated
but unpaid dividends on the Series G Preferred Stock will not bear interest, and holders of the Series G Preferred Stock will not be entitled to
any distributions in excess of full cumulative distributions described above. Except as set forth in the next sentence, no dividends will be
declared or paid or set apart for payment on any capital stock of the Company or any other series of Parity Preferred Stock or any series or class
of equity securities ranking junior to the Series G Preferred Stock (other than a dividend in shares of the Common Stock or in shares of any other
class of stock ranking junior to the Series G Preferred Stock as to dividends and upon liquidation) for any period unless full cumulative
dividends have been or contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for such
payment on the Series G Preferred Stock for all past dividend periods and the then current dividend period. When dividends are not declared and
paid in full (or a sum sufficient for such full payment is not so set apart) upon the Series G Preferred Stock and the shares of any other series of
Parity Preferred Stock, all dividends declared upon the Series G Preferred Stock and any other series of Parity Preferred Stock, shall be allocated
pro rata so that the amount of dividends declared per share of Series G Preferred Stock and such other series of Parity Preferred Stock shall in all
cases bear to each other the same ratio that accrued and unpaid dividends per share on the Series G Preferred Stock and such other series of
Parity Preferred Stock (which shall not include any accrual in respect of unpaid dividends for prior dividend periods if such Parity Preferred
Stock does not have a cumulative dividend) bear to each other.

(d)  Except as provided in the immediately preceding paragraph, unless full cumulative dividends on the Series G Preferred Stock have been or
contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment for all past dividend
periods and the then current dividend period, no dividends (other than in shares of Common Stock or other shares of capital stock ranking junior
to the Series
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G Preferred Stock as to dividends and upon liquidation) shall be declared or paid or set aside for payment nor shall any other distribution be
declared or made upon the Common Stock, or any other capital stock of the Company ranking junior to or on a parity with the Series G
Preferred Stock as to dividends or upon liquidation, nor shall any shares of Common Stock, or any other shares of capital stock of the Company
ranking junior to or on a parity with the Series G Preferred Stock as to dividends or upon liquidation be redeemed, purchased or otherwise
acquired for any consideration (or any monies be paid to or made available for a sinking fund for the redemption of any such shares) by the
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Company (except by conversion into or exchange for other capital stock of the Company ranking junior to the Series G Preferred Stock as to
dividends and upon liquidation or redemptions for the purpose of preserving the Company�s qualification as a real estate investment trust
(�REIT�)). Holders of shares of the Series G Preferred Stock shall not be entitled to any dividend, whether payable in cash, property or stock, in
excess of full cumulative dividends on the Series G Preferred Stock as provided above. Any dividend payment made on shares of the Series G
Preferred Stock shall first be credited against the earliest accumulated but unpaid dividend due with respect to such shares which remains
payable.

Liquidation Preference.  Upon any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Company, the holders of
shares of Series G Preferred Stock are entitled to be paid out of the assets of the Company legally available for distribution to its shareholders a
liquidation preference of $25 per share (the �Liquidation Preference�), plus an amount equal to any accumulated, accrued and unpaid dividends to
and including the date of payment, but without interest, before any distribution of assets is made to holders of Common Stock or any other class
or series of capital stock of the Company that ranks junior to the Series G Preferred Stock as to liquidation rights. If the assets of the Company
legally available for distribution to shareholders are insufficient to pay in full the Liquidation Preference on the Series G Preferred Stock and the
Liquidation Preference on any shares of Parity Preferred Stock, all assets distributed to the holders of the Series G Preferred Stock and any other
series of Parity Preferred Stock shall be distributed pro rata so that the amount of assets distributed per share of Series G Preferred Stock and
such other series of Parity Preferred Stock shall in all cases bear to each other the same ratio that the Liquidation Preference per share on the
Series G Preferred Stock and such other series of Parity Preferred Stock bear to each other. Holders of Series G Preferred Stock will be entitled
to written notice of any event triggering the right to receive such Liquidation Preference. After payment of the full amount of the Liquidation
Preference, plus any accumulated and unpaid dividends to which they are entitled, the holders of Series G Preferred Stock will have no right or
claim to any of the remaining assets of the Company. The consolidation or merger of the Company with or into any other corporation, trust or
entity or of any other corporation with or into the Company, or the sale, lease or conveyance of all or substantially all of the property or business
of the Company, shall not be deemed to constitute a liquidation, dissolution or winding up of the Company.

Redemption.

(a)  Except as otherwise provided herein, the Series G Preferred Stock is not redeemable prior to November 15, 2005. After November 15, 2005,
the Series G Preferred Stock shall be redeemable, in whole or in part, at any time or from time to time, by either the Company or the holders of
the Series G Preferred Stock upon one year�s prior written notice given on or after November 15, 2004 (such notice, a �Redemption Notice�) as
provided below. Any partial redemption by either the Company or the holder must be made in increments of one million dollars ($1,000,000) of
aggregate Liquidation Preference. Any Redemption Notice given by a holder of Series G Preferred Stock shall be addressed to the secretary of
the Company at the Company�s principal executive office, and any Redemption Notice given by the Company shall be addressed to the holders
whose Series G Preferred Stock is to be redeemed at the address of such holders as set forth in the records of the Company. In each case, a
Redemption Notice shall state the name of the applicable holder of Series G Preferred Stock, the address of such holder, the number of shares to
be redeemed (which shall be no less than 4,000 shares) and the date fixed for redemption of such shares, which must be at least one year after
the date of such notice (the �Redemption Date�).

(b)  The redemption price (the �Redemption Price�) per share shall be payable in cash (except as otherwise provided herein) and shall be equal to
$25.00 per share plus all accumulated, accrued and/or unpaid dividends to and including the date of payment. Holders of Series G Preferred
Stock to be redeemed shall surrender such shares of Series G Preferred Stock at a place designated by the Company in writing at least ten days
prior to the date fixed for redemption and shall be entitled to the Redemption Price following such surrender. If a Redemption Notice with
respect to any shares of Series G Preferred Stock has been given and if (i) the funds (or
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shares of Common Stock, if the Company has elected to deliver shares of Common Stock of the Company in lieu of cash to pay the entire
Redemption Price or to make such redemption partially in Common Stock and partially in cash pursuant to Section 6(c) hereof) necessary for
such redemption have been set aside by the Company in irrevocable trust for the benefit of the holders of any shares of Series G Preferred Stock
to be redeemed and (ii) the Redemption Price with respect to such shares is in fact paid to such holders on the applicable redemption date, then
from and after such redemption date dividends will cease to accrue on such shares of Series G Preferred Stock, such shares of Series G Preferred
Stock shall no longer be deemed outstanding and all rights of the holders of such shares will terminate, except the right to receive the
Redemption Price.

(c)  If the Redemption Notice (other than a Change of Control Redemption Notice) is given by a holder of Series G Preferred Stock, the
Company may elect (a �Common Stock Election�) to redeem shares of Series G Preferred Stock in shares of Common Stock of the Company in
lieu of cash or to make such redemption partially in Common Stock and partially in cash by giving notice of such election (a �Common Stock
Election Notice�) not less than 90 days prior to the Redemption Date to each holder of Series G Preferred Stock to which the Company desires
such Common Stock Election to apply; provided, however, that any Common Stock Election by the Company shall apply to all shares of Series
G Preferred Stock to be redeemed on the same Redemption Date. A Common Stock Election may be revoked (or modified to decrease the
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proportion of Common Stock to be received by holders) by the Company, notwithstanding any statement of the Common Stock Election Notice,
at any time prior to the applicable Redemption Date, with or without notice of such revocation to the holders hereof. The number of shares of
Common Stock per share of Series G Preferred Stock to be delivered to the holders of the shares of Series G Preferred Stock by the Company
shall be calculated as follows:

(i)  the cash that would otherwise be payable by the Company to a holder of a share of Series G Preferred Stock upon a cash redemption of such
shares, divided by

(ii)  the Common Stock Price on the business day prior to the Redemption Date (the �Measurement Date�).

For purposes hereof, �Common Stock Price� shall mean the closing price (as reported in the Wall Street Journal) of the Common Stock on the
New York Stock Exchange (�NYSE�) Composite tape.

On or before (if permissible under the rules of the Securities and Exchange Commission (the �SEC�)) the Redemption Date, the Company shall
file with the SEC a registration statement on Form S-3 (or any successor form adopted by the SEC) for the resale of any Common Stock
delivered by the Company in redemption of any Series G Preferred Stock pursuant to any Common Stock Election. All registration fees, attorney
fees, accounting fees, printing costs and other reasonable fees and expenses incurred by the Company or the holders of Common Stock covered
by such registration statement in connection with the registration of the resale of such Common Stock shall be borne by the Company; provided,
however, that such fees and expenses shall exclude all selling commissions, underwriting discounts and placement fees payable in connection
with the subsequent resale of shares of Common Stock pursuant to such registration statement or otherwise. Once it shall have filed such
registration statement, the Company shall use its reasonable best efforts to cause the SEC to declare such registration statement effective and
shall provide all holders of Common Stock received in such redemption prompt notice of the effectiveness of such registration statement. Until
the effectiveness of any such registration statement, the certificates representing shares of Common Stock issued in such redemption shall bear a
customary restricted stock legend. Upon request of the holder of any such certificate, after effectiveness of any registration statement the
Company shall use all reasonable means to remove any legend on any certificate representing shares of Common Stock covered by such
registration statement. If the Company shall fail in any respect to comply with the provisions of this paragraph after demand shall have been
made by the holder(s) of at least twenty percent (20%) of the Series G Preferred Stock subject to redemption pursuant to this Section 6(c) and
the Company shall have failed within ten (10) business days after receipt of such demand to satisfy any such demand or cure any default, then
the Common Stock Election shall be deemed to have been revoked as of the Measurement Date. In such event the Company shall redeem all
shares of Series G Preferred Stock subject to the Redemption Notice at the Redemption Price and on the terms specified in Section 6(b) or, if the
Common Stock shall have been issued on the Redemption Date pursuant to this Section 6(c), the Company shall redeem the Common Stock so
issued at the Redemption Price that would have been paid on the Redemption Date for the Series G Preferred Stock pursuant to Section 6(b).
Such

B-8

redemption shall occur no later than five (5) business days after the expiration of the Company�s ten (10) day curative period specified above.

Notwithstanding any provision in this Section 6(c) to the contrary, if on the Measurement Date the Common Stock is not listed on the NYSE,
then the Common Stock Election shall be deemed to have terminated on the Measurement Date and the Company shall pay the Redemption
Price in cash on the Redemption Date.

(d)  If a Redemption Date falls after a Dividend Record Date and prior to the corresponding Dividend Payment Date, each holder of Series G
Preferred Stock at the close of business on such Dividend Record Date shall be entitled to the dividend payable on such shares on the
corresponding Dividend Payment Date notwithstanding the redemption of such shares before such Dividend Payment Date. Otherwise, upon
redemption of any share of Series G Preferred Stock and payment or setting aside in irrevocable trust of the full Redemption Price, no further
dividend (including accrued and unpaid dividends) shall be payable with respect to such shares.

(e)  Notwithstanding any other provision hereof, any holder of Series G Preferred Stock may send a Redemption Notice prior to November 15,
2004, and such holder shall have the right to cause the Company to redeem his shares of Series G Preferred Stock prior to November 15, 2005,
if, but only if, a Change of Control (as defined below) of the Company shall occur. The Company shall give the holders of Series G Preferred
Stock prompt notice of the occurrence of any Change of Control. Any Redemption Notice must state that it is given in connection with and
premised upon the occurrence of a Change of Control (a �Change of Control Redemption Notice�). Upon receipt of a Change of Control
Redemption Notice from any holder of Series G Preferred Stock, the Company shall redeem the number of shares of Series G Preferred Stock
set forth in the Change of Control Redemption Notice (which shall in no event be less than 4,000 shares) at the closing of the event causing the
Change in Control. Notwithstanding any other provision hereof, the Company shall not have the right to elect to redeem any shares of Series G
Preferred Stock in shares of Common Stock if a valid Change of Control Redemption Notice has been given. Moreover, in the event of a Change
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of Control, if either the Company or a holder of Series G Preferred Stock shall have previously given a Redemption Notice pursuant to Section
6(a) above and a holder of Series G Preferred Stock shall have given a Change of Control Redemption Notice, such prior Redemption Notice,
any Common Stock Election and any pending redemption transaction pursuant thereto shall be terminated without further action by either party
and redemption shall instead occur pursuant to the provisions of this Section 6(e).

For purposes hereof, a �Change of Control� shall be deemed to occur if (i) the sale, conveyance, transfer or lease of all of substantially all of the
assets of the Company or of Mid-America Apartments, L.P. to any �person� or �group� (within the meaning of Sections 13(d)(3) and 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the �Exchange Act�), or any successor provisions to either of the foregoing, including any group
acting for the purpose of acquiring, holding or disposing of securities within the meaning of Rule 13d-5(b)(i) under the Exchange Act) (other
than any subsidiary of the Company) shall have occurred; (ii) any �person� or �group� as aforesaid becomes the �beneficial owner� (as defined in Rule
13d-3 under the Exchange Act) of more than 20% of the total voting power of all classes of the voting stock of the Company and/or warrants or
options to acquire such voting stock, calculated on a fully diluted basis; or (iii) during any period of two consecutive years, individuals who at
the beginning of such period constituted the Board of Directors (together with any new directors whose election or appointment by such board or
whose nomination for election by the shareholders of the Company was approved by a majority of the directors still in office who were either
directors at the beginning of such period or a nominating committee comprised of independent directors who were members of such committee
at the beginning of such period, or whose election or nomination for election was previously so approved) cease for any reason to constitute a
majority of the Board of Directors then in office.

Voting Rights.

(a)  Holders of the Series G Preferred Stock will not have any voting rights, except as set forth below or as otherwise from time to time required
by law.

(b)  Whenever dividends on any shares of Series G Preferred Stock shall be in arrears for eighteen or more months (a �Preferred Dividend
Default�), the holders of such shares of Series G Preferred Stock voting separately as a class together with the holders of the Series F Preferred
Stock, the Series H Preferred Stock and all other series of Parity Preferred Stock upon which like voting rights have been conferred and are
exercisable
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will be entitled to vote separately as a class for the election of a total of two additional directors of the Company (the �Preferred Stock Directors�)
at a special meeting called by the holders of record of at least 20% of the Series G Preferred Stock or the holders of record of at least 20% of any
series of Parity Preferred Stock so in arrears (unless such request is received less than 90 days before the date fixed for the next annual or special
meeting of the shareholders) or at the next annual meeting of shareholders, and at each subsequent annual meeting until all dividends
accumulated on such shares of Series G Preferred Stock for the past dividend periods and the dividend for the then current dividend period shall
have been fully paid or declared and a sum sufficient for the payment thereof set aside for payment. A quorum for any such meeting shall exist if
at least a majority of the total outstanding shares of Series G Preferred Stock and shares of Parity Preferred Stock upon which like voting rights
have been conferred and are exercisable are represented in person or by proxy at such meeting. The Preferred Stock Directors shall be elected
upon the affirmative vote of a plurality of the shares of Series G Preferred Stock and such Parity Preferred Stock present and voting in person or
by proxy at a duly called and held meeting at which a quorum is present, voting separately as a single class. If and when all accumulated
dividends and the dividend for the then current dividend period on the Series G Preferred Stock shall have been paid in full or declared and set
aside for payment in full, the holders thereof shall be divested of the foregoing voting rights (subject to revesting in the event of each and every
Preferred Dividend Default) and, if all accumulated dividends and the dividend for the then current dividend period have been paid in full or
declared and set aside for payment in full on all series of Parity Preferred Stock upon which like voting rights have been conferred and are
exercisable, the term of office of each Preferred Stock Director so elected shall terminate. Any Preferred Stock Director may be removed at any
time with or without cause by, and shall not be removed otherwise than by the vote of, the holders of record of a majority of the outstanding
shares of the Series G Preferred Stock when they have the voting rights described above (voting separately as a class with all series of Parity
Preferred Stock upon which like voting rights have been conferred and are exercisable). So long as a Preferred Dividend Default shall continue,
any vacancy in the office of a Preferred Stock Director may be filled by written consent of the Preferred Stock Director remaining in office, or if
none remains in office, by a vote of the holders of record of a majority of the outstanding shares of Series G Preferred Stock when they have the
voting rights described above (voting separately as a class with all series of Parity Preferred Stock upon which like voting rights have been
conferred and are exercisable). The Preferred Stock Directors shall be entitled to one vote per director on any matter.

(c)  So long as any shares of Series G Preferred Stock remain outstanding, the Company will not, without the affirmative vote or consent of the
holders of at least two-thirds of the shares of the Series G Preferred Stock outstanding at the time, given in person or by proxy, either in writing
or at a meeting (voting separately as a class), amend, alter or repeal the provisions of the Charter or the Designating Amendment, whether by
merger, consolidation or otherwise (an �Event�), so as to materially and adversely affect any right, preference, privilege or voting power of the
Series G Preferred Stock or the holders thereof; provided, however, that with respect to the occurrence of any Event set forth above, so long as
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the Series G Preferred Stock remains outstanding with the terms thereof materially unchanged, the occurrence of any such Event shall not be
deemed to materially and adversely affect such rights, preferences, privileges or voting power of holders of the Series G Preferred Stock and
provided, further that (i) any increase in the amount of the authorized Preferred Stock or the creation or issuance of any other series of Preferred
Stock, or (ii) any increase in the amount of authorized shares of such series, in each case (whether described in the immediately preceding
clauses (i) or (ii)) ranking on a parity with or junior to the Series G Preferred Stock with respect to payment of dividends or the distribution of
assets upon liquidation, dissolution or winding up, shall not be deemed to materially and adversely affect such rights, preferences, privileges or
voting powers. When exercising the voting rights described above, each share of Series G Preferred Stock shall have one vote per share.

(f)  The foregoing voting provisions will not apply if, at or prior to the time when the act with respect to which such vote would otherwise be
required shall be effected, all outstanding shares of Series G Preferred Stock shall have been redeemed or called for redemption upon proper
notice and sufficient funds shall have been deposited in trust to effect such redemption.

Conversion.  The Series G Preferred Stock is not convertible into or exchangeable for any other property or securities of the Company.
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Designation of 8.30% Series H Cumulative Redeemable Preferred Stock

Designation and Number.  A series of Preferred Stock, designated the �8.30% Series H Cumulative Redeemable Preferred Stock� (the �Series H
Preferred Stock�), is hereby established. The number of shares of the Series H Preferred Stock shall be 6,200,000.

Maturity.  The Series H Preferred Stock has no stated maturity and will not be subject to any sinking fund or mandatory redemption.

Rank.  The Series H Preferred Stock, with respect to dividend rights and rights upon liquidation, dissolution or winding up of the Company, will
rank (i) senior to all classes or series of common stock of the Company, $.01 par value per share (the �Common Stock�), and to all equity
securities ranking junior to the Series H Preferred Stock with respect to dividend rights or rights upon liquidation, dissolution or winding up of
the Company; (ii) on a parity with all equity securities issued by the Company, including the Company�s 9 -1/4% Series F Cumulative Preferred
Stock (the �Series F Preferred Stock�) and 8 5/8% Series G Cumulative Preferred Stock (the �Series G Preferred Stock�), the terms of which
Preferred Stock specifically provide that such equity securities rank on a parity with the Series H Preferred Stock with respect to dividend rights
or rights upon liquidation, dissolution or winding up of the Company (the �Parity Preferred Stock�); and (iii) junior to all existing and future
indebtedness of the Company. The term �equity securities� does not include common stock, all of which shall be junior to the Series H Preferred
Stock, or convertible debt securities, which will rank senior to the Series H Preferred Stock prior to conversion.

Dividends.

(a)  Holders of shares of the Series H Preferred Stock are entitled to receive, when and as declared by the Board of Directors (or a duly
authorized committee thereof), out of funds legally available for the payment of dividends, preferential cumulative cash dividends at the rate of
8.30% per annum of the $25 liquidation preference (the �Liquidation Preference�) per share (equivalent to a fixed annual amount of $2.075 per
share). Dividends on the Series H Preferred Stock shall be cumulative from the date of original issue and shall be payable quarterly in arrears on
or before the 23rd day of September, December, March and June, or, if not a business day, the next succeeding business day (each, a �Dividend
Payment Date�). The first dividend, which will be payable on September 23, 2003, will be for less than a full quarter. Such dividend and any
dividend payable on the Series H Preferred Stock for any partial dividend period will be computed on the basis of a 360-day year consisting of
four 90-day quarters. Dividends will be payable to holders of record as they appear in the stock records of the Company at the close of business
on the applicable record date, which shall be such date designated by the Board of Directors of the Company that is not more than 30 nor less
than 10 days prior to such Dividend Payment Date (each, a �Dividend Record Date�).

(b)  No dividends on shares of Series H Preferred Stock shall be declared by the Board of Directors or paid or set apart for payment by the
Company at such time as the terms and provisions of any agreement of the Company, including any agreement relating to its indebtedness,
prohibits such declaration, payment or setting apart for payment or provides that such declaration, payment or setting apart for payment would
constitute a breach thereof or a default thereunder, or if such declaration or payment shall be restricted or prohibited by law.

(c)  Notwithstanding the foregoing, dividends on the Series H Preferred Stock will accumulate whether or not the Company has earnings,
whether or not there are funds legally available for the payment of such dividends and whether or not such dividends are declared. Accumulated
but unpaid dividends on the Series H Preferred Stock will not bear interest and holders of the Series H Preferred Stock will not be entitled to any
distributions in excess of full cumulative distributions described above. Except as set forth in the next sentence, no dividends will be declared or
paid or set apart for payment on any capital stock of the Company or any other series of Parity Preferred Stock or any series or class of equity
securities ranking junior to the Series H Preferred Stock (other than a dividend in shares of the Company�s Common Stock or in shares of any
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other class of stock ranking junior to the Series H Preferred Stock as to dividends and upon liquidation) for any period unless full cumulative
dividends have been or contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for such
payment on the Series H Preferred Stock for all past dividend periods and the then current dividend period. When dividends are not paid in full
(or a sum sufficient for such full payment is not so set apart) upon the Series H Preferred Stock and the shares of any other series of Parity
Preferred Stock, all dividends declared upon the Series H
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Preferred Stock and any other series of Parity Preferred Stock, shall be declared pro rata so that the amount of dividends declared per share of
Series H Preferred Stock and such other series of Parity Preferred Stock shall in all cases bear to each other the same ratio that accumulated
dividends per share on the Series H Preferred Stock and such other series of Parity Preferred Stock (which shall not include any accrual in
respect of unpaid dividends for prior dividend periods if such Parity Preferred Stock does not have a cumulative dividend) bear to each other.

(d)  Except as provided in the immediately preceding paragraph, unless full cumulative dividends on the Series H Preferred Stock have been or
contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment for all past dividend
periods and the then current dividend period, no dividends (other than in shares of Common Stock or other shares of capital stock ranking junior
to the Series H Preferred Stock as to dividends and upon liquidation) shall be declared or paid or set aside for payment nor shall any other
distribution be declared or made upon the Common Stock, or any other capital stock of the Company ranking junior to or on a parity with the
Series H Preferred Stock as to dividends or upon liquidation, nor shall any shares of Common Stock, or any other shares of capital stock of the
Company ranking junior to or on a parity with the Series H Preferred Stock as to dividends or upon liquidation be redeemed, purchased or
otherwise acquired for any consideration (or any monies be paid to or made available for a sinking fund for the redemption of any such shares)
by the Company (except by conversion into or exchange for other capital stock of the Company ranking junior to the Series H Preferred Stock as
to dividends and upon liquidation or redemption for the purpose of preserving the Company�s qualification as a real estate investment trust
(�REIT�)). Holders of shares of the Series H Preferred Stock shall not be entitled to any dividend, whether payable in cash, property or stock, in
excess of full cumulative dividends on the Series H Preferred Stock as provided above. Any dividend payment made on shares of the Series H
Preferred Stock shall first be credited against the earliest accumulated but unpaid dividend due with respect to such shares which remains
payable.

Liquidation Preference.  Upon any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Company, the holders of
shares of Series H Preferred Stock are entitled to be paid out of the assets of the Company legally available for distribution to its shareholders a
liquidation preference of $25 per share, plus an amount equal to any accumulated and unpaid dividends to and including the date of payment, but
without interest, before any distribution of assets is made to holders of Common Stock or any other class or series of capital stock of the
Company that ranks junior to the Series H Preferred Stock as to liquidation rights. If the assets of the Company legally available for distribution
to shareholders are insufficient to pay in full the Liquidation Preference on the Series H Preferred Stock and the Liquidation Preference on any
shares of Parity Preferred Stock, all assets distributed to the holders of the Series H Preferred Stock and any other series of Parity Preferred
Stock shall be distributed pro rata so that the amount of assets distributed per share of Series H Preferred Stock and such other series of Parity
Preferred Stock shall in all cases bear to each other the same ratio that the Liquidation Preference per share on the Series H Preferred Stock and
such other series of Parity Preferred Stock bear to each other. Holders of Series H Preferred Stock will be entitled to written notice of any event
triggering the right to receive such Liquidation Preference. After payment of the full amount of the Liquidation Preference, plus any
accumulated and unpaid dividends to which they are entitled, the holders of Series H Preferred Stock will have no right or claim to any of the
remaining assets of the Company. The consolidation or merger of the Company with or into any other corporation, trust or entity or of any other
corporation with or into the Company, or the sale, lease or conveyance of all or substantially all of the property or business of the Company,
shall not be deemed to constitute a liquidation, dissolution or winding up of the Company.

Redemption.

(a)  The Series H Preferred Stock is not redeemable prior to August 11, 2008. However, in order to ensure that the Company will continue to
meet the requirement for qualification as a REIT, the Series H Preferred Stock will be subject to provisions in the Company�s Charter (the
�Charter�) pursuant to which shares of capital stock of the Company owned by a shareholder in excess of 9.9% in value of the outstanding shares
of capital stock of the Company (the �Ownership Limit�) will be deemed �Excess Shares,� and the Company will have the right to purchase such
Excess Shares from the holder. On and after August 11, 2008, the Company, at its option upon not less than 30 nor more than 60 days� written
notice, may redeem shares of the Series H Preferred Stock, in whole or in part, at any time or from time to time, for cash at a redemption price of
$25 per share, plus all accumulated and unpaid dividends thereon to the date fixed for redemption (except with respect to Excess Shares),
without
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interest. Holders of Series H Preferred Stock to be redeemed shall surrender such Series H Preferred Stock at the place designated in such notice
and upon such surrender shall be entitled to the redemption price and any accumulated and unpaid dividends payable upon such redemption. If
notice of redemption of any shares of Series H Preferred Stock has been given and if the funds necessary for such redemption have been set
aside by the Company in trust for the benefit of the holders of any shares of Series H Preferred Stock shall no longer be deemed outstanding and
all rights of the holders of such shares will terminate, except the right to receive the redemption price. If less than all of the outstanding Series H
Preferred Stock is to be redeemed shall be selected pro rata (as nearly as may be practicable without creating fractional shares) or by any other
equitable method determined by the Company. After redemption, all shares of Series H Preferred Stock previously outstanding shall be
unclassified and shall constitute authorized and unissued shares of the Company�s preferred stock that may be designated by the Company�s
Board of Directors pursuant to Article 6 of the Company�s Second Amended and Restated Charter, as further amended.

(b)  Unless full cumulative dividends on all shares of Series H Preferred Stock shall have been or contemporaneously are declared and paid or
declared and a sum sufficient for the payment thereof set apart for payment for all past dividend periods and the then current dividend period, no
shares of Series H Preferred Stock shall be redeemed unless all outstanding shares of Series H Preferred Stock are simultaneously redeemed and
the Company shall not purchase or otherwise acquire directly or indirectly any shares of Series H Preferred Stock (except by exchange for
capital stock of the Company ranking junior to the Series H Preferred Stock as to dividends and upon liquidation); provided, however, that the
foregoing shall not prevent the purchase by the Company of Excess Shares in order to ensure that the Company continues to meet the
requirements for qualification as a REIT, or the purchase or acquisition of shares of Series H Preferred Stock pursuant to a purchase or exchange
offer made on the same terms to holders of all outstanding shares of Series H Preferred Stock. So long as no dividends are in arrears, the
Company shall be entitled at any time and from time to time to repurchase shares of Series H Preferred Stock in open-market transactions duly
authorized by the Board of Directors and effected in compliance with applicable laws.

(c)  Notice of redemption will be given by publication in a newspaper of general circulation in the City of New York, such publication to be
made once a week for two successive weeks commencing not less than 30 nor more than 60 days prior to the redemption date. A similar notice
will be mailed by the Company, postage prepaid, not less than 30 nor more than 60 days prior to the redemption date, addressed to the respective
holders of record of the Series H Preferred Stock to be redeemed at their respective addresses as they appear on the stock transfer records of the
Company. No failure to give such notice or any defect therein or in the mailing thereof shall affect the validity of the proceedings for the
redemption of any shares of Series H Preferred Stock except as to the holder to whom notice was defective or not given. Each notice shall state:
(i) the redemption date; (ii) the redemption price, (iii) the number of shares of Series H Preferred Stock to be redeemed; (iv) the place or places
where the Series H Preferred Stock is to be surrendered for payment of the redemption price; and (v) that dividends on the shares to be redeemed
will cease to accrue on such redemption date. If less than all of the Series H Preferred Stock held by any holder is to be redeemed, the notice
mailed to such holder shall also specify the number of shares of Series H Preferred Stock held by such holder to be redeemed.

(d)  Immediately prior to any redemption of Series H Preferred Stock, the Company shall pay, in cash, any accumulated and unpaid dividends
through the redemption date, unless a redemption date falls after a Dividend Record Date and prior to the corresponding Dividend Payment
Date, in which case each holder of Series H Preferred Stock at the close of business on such Dividend Record Date shall be entitled to the
dividend payable on such shares on the corresponding Dividend Payment Date notwithstanding the redemption of such shares before such
Dividend Payment Date.

(e)  The Series H Preferred Stock has no stated maturity and will not be subject to any sinking fund or mandatory redemption. However, in order
to ensure that the Company continues to meet the requirements for qualification as a REIT, Series H Preferred Stock acquired by a shareholder
in excess of the Ownership Limit will automatically become Excess Shares, and the Company will have the right to purchase such Excess Shares
from the holder. In addition, Excess Shares may be redeemed, in whole or in part, at any time when outstanding shares of Series H Preferred
Stock are being redeemed, for cash at a redemption price of $25 per share, but excluding
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accumulated and unpaid dividends on such Excess Shares, without interest. Such Excess Shares shall be redeemed in such proportion and in
accordance with such procedures as shares of Series H Preferred Stock are being redeemed.

Voting Rights.

(a)  Holders of the Series H Preferred Stock will not have any voting rights, except as set forth below or as otherwise from time to time required
by law.
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(b)  Whenever dividends on any shares of Series H Preferred Stock shall be in arrears for eighteen or more months (a �Preferred Dividend
Default�), the holders of such shares of Series H Preferred Stock voting separately as a class together with the holders of the Series F Preferred
Stock, the Series G Preferred Stock and all other series of Parity Preferred Stock upon which like voting rights have been conferred and are
exercisable will be entitled to vote separately as a class for the election of a total of two additional directors of the Company (the �Preferred Stock
Directors�) at a special meeting called by the holders of record of at least 20% of the Series H Preferred Stock or the holders of record of at least
20% of any series of Parity Preferred so in arrears (unless such request is received less than 90 days before the date fixed for the next annual or
special meeting of the shareholders) or at the next annual meeting of shareholders, and at each subsequent annual meeting until all dividends
accumulated on such shares of Series H Preferred Stock for the past dividend periods and the dividend for the then current dividend period shall
have been fully paid or declared and a sum sufficient for the payment thereof set aside for payment. A quorum for any such meeting shall exist if
at least a majority of the outstanding shares of Series H Preferred Stock and shares of Parity Preferred Stock upon which like voting rights have
been conferred and are exercisable are represented in person or by proxy at such meeting. The Preferred Stock Directors shall be elected upon
the affirmative vote of a plurality of the shares of Series H Preferred Stock and such Parity Preferred Stock present and voting in person or by
proxy at a fully called and held meeting at which a quorum is present voting separately as a class. If and when all accumulated dividends and the
dividend for the then current dividend period on the Series H Preferred Stock shall have been paid in full or declared and set aside for payment
in full, the holders thereof shall be divested of the foregoing voting rights (subject to revesting in the event of each and every Preferred Dividend
Default) and, if all accumulated dividends and the dividend for the then current dividend period have been paid in full or declared and set aside
for payment in full on all series of Parity Preferred Stock upon which like voting rights have been conferred and are exercisable, the term of
office of each Preferred Stock Director so elected shall terminate. Any Preferred Stock Director may be removed at any time with or without
cause by, and shall not be removed otherwise than by the vote of, the holders of record of a majority of the outstanding shares of the Series H
Preferred Stock when they have the voting rights described above (voting separately as a class with all series of Parity Preferred Stock upon
which like voting rights have been conferred and are exercisable). So long as a Preferred Dividend Default shall continue, any vacancy in the
office of a Preferred Stock Director may be filled by written consent of the Preferred Stock Director remaining in office, or if none remains in
office, by a vote of the holders of record of a majority of the outstanding shares of Series H Preferred Stock when they have the voting rights
described above (voting separately as a class with all series of Parity Preferred Stock upon which like voting rights have been conferred and are
exercisable). The Preferred Stock Directors shall be entitled to one vote per director on any matter.

(c)  So long as any shares of Series H Preferred Stock remain outstanding, the Company will not, without the affirmative vote or consent of the
holders of at least two-thirds of the shares of the Series H Preferred Stock outstanding at the time, given in person or by proxy, either in writing
or at a meeting (voting separately as a class), amend, alter or repeal the provisions of the Charter or the Designating Amendment, whether by
merger, consolidation or otherwise (an �Event�), so as to materially and adversely affect any right, preference, privilege or voting power of the
Series H Preferred Stock of the holders thereof; provided, however, that with respect to the occurrence of any Event set forth above, so long as
the Series H Preferred Stock remains outstanding with the terms thereof materially unchanged, the occurrence of any such Event shall not be
deemed to materially and adversely affect such rights, preferences, privileges or voting power of holders of the Series H Preferred Stock and
provided, further that (i) any increase in the amount of the authorized Preferred Stock or the creation or issuance of any other series of Preferred
Stock, or (ii) any increase in the amount of authorized shares of such series, in each case ranking on a parity with or junior to the Series H
Preferred Stock with respect to payment of dividends or the distribution of assets upon liquidation, dissolution or winding up, shall not be
deemed to materially and adversely affect such rights, preferences, privileges or voting powers.

(d)  The foregoing voting provisions will not apply if, at or prior to the time when the act with respect to which such vote would otherwise be
required shall be effected, all outstanding shares of Series H Preferred Stock
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shall have been redeemed or called for redemption upon proper notice and sufficient funds shall have been deposited in trust to effect such
redemption.

Conversion.  The Series H Preferred Stock is not convertible into or exchangeable for any other property or securities of the Company.

7.  Directors.

(a)  The Corporation shall have a Board of Directors consisting of not less than three (3) nor more than nine (9) members unless otherwise
determined from time to time by resolution adopted by the affirmative vote of at lease eighty percent (80%) of the members of the Board of
Directors. However, the number of directors shall never be less than the minimum number required by the Tennessee Business Corporation Act.
A director need not be a shareholder. Directors shall be divided into three (3) classes as nearly equal in number as possible. The initial term of
Class I directors shall expire at the annual shareholder meeting in 1994. The initial term of Class II directors shall expire at the annual
shareholder meeting in 1995 and the initial term of the Class III directors shall expire at the annual shareholder meeting in 1996. At each annual
shareholder meeting, the shareholders shall elect one or more directors to serve a three-year term of the class of directors whose term is expiring
at such annual meeting and until their successors are elected and qualify.
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(b)  Independent Directors.  Notwithstanding anything herein to the contrary at all times (except during a period not to exceed sixty (60) days
following the death, resignation, incapacity or removal from office of a director prior to expiration of the director�s term of office), a majority of
the Board of Directors shall be comprised of persons who are not officers or employees of the Corporation, �Affiliates� of the Corporation, or
�Affiliates� of (i) any subsidiary of the Corporation, or (ii) any partnership which is an Affiliate of the Corporation.

(c)  Definition of Affiliate.  For purposes of the foregoing subsection, �Affiliate� of a person shall mean (i) any person that, directly or indirectly,
controls or is controlled by or is under common control with such person, (ii) any other person that owns, beneficially, directly or indirectly, five
percent (5%) or more of the outstanding capital stock, shares or equity interests of such person, or (iii) any officer, director, employee, partner or
trustee of such person or any person controlling, controlled by or under common control with such person (excluding trustees and persons
servicing in similar capacities who are not otherwise an Affiliate of such person). The term �person� means and includes individuals, corporations,
general and limited partnerships, stock companies or associations, joint ventures, associations, companies, trusts, banks, trust companies, land
trusts, business trusts, or other entities and governments and agencies and political subdivisions thereof. For the purposes of this definition,
�control� (including the correlative meanings of the terms �controlled by� and �under common control with�), as used with respect to any person, shall
mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of such person, through
the ownership of voting securities, partnership interests or other equity interests.

(d)  Amendment of this Article.  Notwithstanding any other provision of this Charter or the Bylaws of the Corporation (and notwithstanding that
some lesser percentage may be specified by law, this Charter or the Bylaws of the Corporation), the provisions of this Article 7 shall not be
amended, altered, changed or repealed without the affirmative vote of at lease eighty percent (80%) of the members of the Board of Directors or
the affirmative vote of the holders of not less than a majority of the outstanding shares of capital stock of the Corporation entitled to vote
generally in the election of directors, voting as a single voting group.

8.  Dividends.  All shares of Common Stock will participate equally in dividends payable to holders of shares of Common Stock when and as
declared by the Board of Directors and in net assets available for distribution to holders of shares of Common Stock upon liquidation or
dissolution.

9.  Preemptive Rights.  No holder of shares of capital stock of the Corporation shall have any preemptive or preferential right to subscribe to or
purchase (i) any shares of any class of the Corporation, whether now or hereafter authorized; (ii) any warrants, rights, or options to purchase any
such shares; or (iii) any securities or obligations convertible into any such shares or into warrants, rights, or options to purchase any such shares.

10.  Limitation of Director Liability.  No director of the Corporation shall be liable to the Corporation or its shareholders for monetary
damages for breach of fiduciary duty as a director; provided, that this provisions shall not eliminate or limit the liability of a director: (A) for any
breach of the director�s duty of loyalty to the Corporation
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or its shareholders; (B) for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law; or (C)
under Section 48-18-304 of the Tennessee Business Corporation Act. This provision shall not eliminate or limit the liability of a director for any
act or omission occurring prior to the date when this provision became effective. No amendment of this provision after the time of its
effectiveness shall affect in any manner the elimination or limitation on liability of directors for acts occurring prior to the time of such
amendment.

11.  Indemnification.  Any word or words defined in Part 5 of Chapter 18 of Title 48 of the Tennessee Code Annotated, as amended from time
to time (the �Indemnification Article�) used in this Article 11, shall have the same meaning as provided in the Indemnification Article.

The Corporation shall indemnify and advance expenses to a director, officer, employee or agent of the Corporation in connection with a
proceeding to the fullest extent permitted by and in accordance with the Indemnification Article.

12.  Insurance.  The Corporation may purchase and maintain insurance on behalf of any person who is or was a director, officer, employee or
agent of the Corporation or who, while a director, officer, employee or agent of the Corporation is or was serving at the request of the
Corporation as a director, officer, partner, trustee, employee or agent of another foreign or domestic corporation, partnership, joint venture, trust,
employee benefit plan or other enterprise, against liability asserted against or incurred by such person in that capacity or arising from such
person�s status as a director, officer, employee or agent, whether or not the Corporation would have power to indemnify such person against the
same liability under the Indemnification Article.

13.  REIT Status.  The Corporation shall seek to elect and maintain status as a real estate investment trust (�REIT�) under Sections 856-860 of the
Internal Revenue Code of 1986, as amended from time to time (the �Code�). It shall be the duty of the Board of Directors to ensure that the
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Corporation satisfies the requirements for qualification as a REIT under the Code, including, but not limited to, the ownership of its outstanding
stock, the nature of its assets, the sources of its income, and the amount and timing of its distributions to its shareholders. The Board of Directors
shall take no action to disqualify the Corporation as a REIT or to otherwise revoke the Corporation�s election to be taxed as a REIT without the
affirmative vote of two-thirds (-2/3) of the number of shares of Common Stock entitled to vote on such matter at a special meeting of the
Shareholders.

14.  Restrictions on Transfer.

(a)  Affidavits of Transferees.  Whenever it is deemed by the Board of Directors to be prudent in protecting the tax status of the Corporation as a
REIT under the Code and regulations issued under the Code, the Board of Directors may require to be filed with the Corporation a statement or
affidavit from each proposed transferee of shares of capital stock of the Corporation setting for the number of such shares already owned by the
transferee and any related person(s) specified in the form prescribed by the Board of Directors for that purpose. Any contract for the sale or other
transfer of shares of capital stock of the Corporation shall be subject to this provision.

(b)  Affidavits of Shareholders.  Prior to any transfer or transaction which would cause a shareholder to own, directly or indirectly, shares in
excess of the �Limit� as defined in paragraph (d) of this Article 14, and in any event upon demand of the Board of Directors, such shareholder
shall file with the Corporation an affidavit setting forth the number of shares of capital stock of the Corporation (a) owned directly and (b)
owned indirectly by the person filing the affidavit. For purposes of this paragraph (b), shares of capital stock not owned directly shall be deemed
to be owned indirectly by a person if that person would be the beneficial owner of such shares for purposes of Rule 13d-3, or any successor rule
thereto, promulgated under the Securities Exchange Act of 1934 (the �Exchange Act�) and/or would be considered to own such shares by reason
of the attribution rules in Section 544 (as modified by Section 856(h)) of the Code or the regulations issued thereunder.

The affidavit to be filed with the Corporation shall set forth all information required to be reported in returns filed by shareholders under
Treasury Regulation Section 1.857-9 issued under the Code or similar provisions of any successor regulation, and in reports to be filed under
section 13(d), or any successor rule thereto, of the Exchange Act. The affidavit, or an amendment thereto, shall be filed with the Corporation
within ten (10) days after demand therefore and at least fifteen (15) days prior to any transfer or transaction which, if consummated would cause
the
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filing person to hold a number of shares of capital stock of the Corporation in excess of the �Limit� as defined in paragraph (d) of this Article 14.

(c)  Void Transfers.  Notwithstanding any other provision hereof to the contrary, except Sections 14(e) and 14(k), any acquisition of shares of
capital stock that (i) causes any person�s ownership to exceed the Limit (as defined in Section 14(d)) or (ii) would result in the disqualification of
the Corporation as a REIT under the Code shall be void ab initio to the fullest extent permitted under applicable law and the intended transferee
of those shares shall be deemed never to have had an interest therein.

(d)  Excess Shares.  Except as provided in Section 14(e), no person shall at any time directly or indirectly own in the aggregate more than 9.9%
of the outstanding shares of capital stock of the Corporation (the �Limit�). Shares, which but for this Section 14(d), would be owned by a person
and would, at any time, be in excess of the Limit shall be deemed �Excess Shares� and shall become subject to Section 14(f). For the purpose of
determining whether shares are Excess Shares, �ownership� of shares shall be deemed to include shares constructively owned by a person under
the provisions of Section 544 (as modified by Section 856(h)) of the Code. All shares of capital stock of the Corporation which any person has
the right to acquire upon exercise of outstanding rights, options and warrants, and upon conversion of any securities convertible into those
shares, if any, shall be considered outstanding for purposes of determining the applicable Limit if such inclusion will cause such person to own
more than the Limit.

(e)  Exemptions.  The ownership limits set forth in Section 14(c) and 14(d) shall not apply to the acquisition of shares of capital stock of the
Corporation by an underwriter in a public offering of those shares or in any transaction involving the issuance of shares of capital stock by the
Corporation in which the Board of Directors determines that the underwriter or other person or party initially acquiring those shares will timely
distribute those shares to or among others so that, following such distribution, the ownership of those shares will not be in violation of Section
14(c) or 14(d). The Board of Directors in its discretion may exempt from the Limit and from the filing requirements of Section 14(b) ownership
or transfers of certain designated shares of capital stock of the Corporation while owned by or transferred to a person who has provided the
Board of Directors with evidence and assurances acceptable to the Board of Directors that the qualification of the Corporation as a REIT under
the Code and the regulations issued under the Code would not be jeopardized thereby.

(f)  Treatment of Excess Shares.
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(i)  If the Board of Directors of the Corporation shall at any time determine that a transaction has taken place within the scope of Section 14(c) or
that any person intends to acquire Excess Shares, the Board of Directors shall take such action as it or they deem advisable to refuse to give
effect to or to prevent such transaction, including but not limited to refusing to give effect to such transfer on the books of the Corporation.

(ii)  If, notwithstanding Sections 14(c) and (f)(i), a purported transferee (�Record Transferee�) acquires Excess Shares, the Record Transferee shall
be deemed to have received such Excess Shares as agent on behalf of, and to hold such Excess Shares in trust for the exclusive benefit of, the
person(s) to whom the Excess Shares may be later transferred pursuant to Section 14(f)(iii). The Record Transferee shall have no firth to receive
dividends or other distributions on the Excess Shares and shall no right to vote the Excess Shares. The Record Transferee shall have no claim,
cause of action, or any other recourse whatsoever against the transferor of the Excess Shares. The Record Transferee�s sole right with respect to
the trust shall be to receive, at the Corporation�s sole and absolute discretion, either (i) an amount upon the resale of the Excess Shares as director
by the Corporation pursuant to Section 14(f)(iii) or (ii) an amount upon the redemption of the Excess Shares by the Corporation pursuant to
Section 14(f)(iii).

(iii)  The Board of Directors shall, within six months after receiving notice of a transfer that causes a Record Transferee to sell all of the Excess
Shares held in trust pursuant to Section 14(f)(ii) for cash in such manner as the Board of Directors directs or (b) redeem such Excess Shares for
the price and on the terms set forth in Section 14(f)(iii)(b) on such date within such six month period as the Board of Directors may determine.

(A)  If the Board of Directors directs the Record Transferee to sell the Excess Shares held in trust, the Record Transferee shall pay the
Corporation out of the proceeds of such sale all expenses incurred by the Corporation in connection with such sale plus any remaining amount of
such proceeds that exceeds the amount
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paid by the Record Transferee for the Excess Shares, and the Record Transferee shall be entitled to retain only any proceeds in excess of such
amount required to be paid to the Corporation.

(B)  If the Board of Directors determines to redeem the Excess Shares, written notice of redemption (the �Notice�) shall be provided to the Record
Transferee of the Excess Shares not less than on e week prior to the redemption date (the �Redemption Date�) determined by the Board of
Directors and included in the Notice. The redemption price per share to be paid for Excess Shares will be equal to the lesser of (i) the principal
price paid by the Record Transferee from whom Excess Shares are being redeemed or (ii) (a) the closing price per share of the shares on the
principal national securities exchange on which the shares are listed or admitted trading, (b) if the shares are not so listed or admitted to trading,
the closing bid price on the date of Notice as reported on the National Association of Securities Dealers, Inc. System, if quoted thereon (the price
per share determined under clause (a) or (b) being herein defined as the �Market Price�), or (c) if a Market Price is not determinable in accordance
with either clause (a) or (b) of this sentence, the net asset value per share on the date of Notice determined in good faith by the Board of
Directors, (iii) the Market Price on the date on which the person would but for this Article 14 have been deemed to acquire ownership of the
Excess Shares or (iv) the maximum price allowed under Part 5 of Chapter 35 of Title 48 of the Tennessee Code Annotated. The amount payable
to the Record Transferee for Excess Shares so redeemed may be paid, at the option of the Corporation, in the form of the number of �Units� equal
to the number of shares redeemed divided by the �Conversion Factor,� as those terms are defined in the Partnership Agreement of Mid-America
Apartment Communities, Inc. The redemption price for any shares of capital stock of the Corporation so redeemed shall be paid on the
Redemption Date. From and after the Redemption Date, the holder of any redeemed shares of capital stock of the Corporation shall cease to be
entitled to any distributions or other benefits with respect to redeemed shares, except the right to receive payment of the redemption price fixed
as aforesaid.

(g)  Application of Article.  Subject to the provisions of Section 14(k), hereof nothing contained in this Article 14 or in any other provision
hereof shall limit the authority of the Board of Directors to take any and all other action as it in its sole discretion deems necessary or advisable
to protect the Corporation and the interests of its shareholders by maintaining the Corporation�s eligibility to be, and preserving the Corporation�s
status as, a REIT under the Code.

(h)  Definition of �Person�.  For purposes of this Article only, the term �person� shall include individuals, corporations, limited partnerships, general
partnerships, joint stock companies or associations, joint ventures, associations, consortia, companies, trusts, banks, trust companies, land trusts,
or other entities and governments and agencies and political subdivisions thereof.

(i)  Severability.  If any provision of this Article 14 or any application of any such provision is determined to be invalid by any federal and state
court having jurisdiction over the issue, the validity of the remaining provisions shall not be affected and other applications of such provisions
shall be affected only to the extent necessary to comply with the determination of that court.
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(j)  Legend.  Certificates representing shares of capital stock of the Corporation shall bear a legend referencing the restrictions set forth in this
Article 14.

(k)  NYSE Settlement.  Nothing in these Articles of Incorporation shall preclude any settlement transaction with respect to the Common Stock of
the Company entered into through the facilities of the New York Exchange.

(C)  The Corporation�s common shareholders approved the Amendment to the Amended and Restated Charter of the Corporation at the
Corporation�s Annual Meeting of Shareholders duly called and held pursuant to Tennessee law and the Corporation�s bylaws on May , 2004.

DATED: May , 2004

MID-AMERICA APARTMENT COMMUNITIES, INC.

By: ____________________________________________________________
                                               H. Eric Bolton, President
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MID-AMERICA APARTMENT COMMUNITIES, INC.
2004 STOCK PLAN

1.  Purpose.  The purpose of the Mid-America Apartment Communities, Inc. 2004 Stock Plan (the �Plan�) is to further and promote the interests
of Mid-America Apartment Communities, Inc. (the �Company�) and its shareholders by enabling the Company and its Subsidiaries to attract,
retain and motivate employees and directors, and to align the interests of such employees and directors with those of the Company�s
shareholders. Additionally, this Plan�s objectives are to provide a competitive reward for achieving longer-term goals, provide balance to
short-term incentive awards, and reinforce a �one company� perspective. In that regard, this Plan authorizes the Company to offer equity incentive
awards to provide such employees and directors with a proprietary interest in maximizing the longer-term growth, profitability and success of
the Company.

2.  Definitions.  For purposes of this Plan, the following terms shall have the meanings set forth below:
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2.1  �Award� means an award, grant or issuance made to a Participant under Sections 6, 7, and/or 8.

2.2  �Award Agreement� means the agreement executed by a Participant pursuant to Sections 3.2 and 15.7 in connection with the granting of
an Award.

2.3  �Board� means the Board of Directors of the Company, as constituted from time to time.

2.4  �Code� means the Internal Revenue Code of 1986, as in effect and as amended from time to time, or any successor statute thereto, together
with any rules, regulations and interpretations promulgated thereunder or with respect thereto.

2.5  �Committee� means the Compensation Committee of the Board, as constituted in accordance with Section 3.

2.6  �Common Stock� means the Common Stock of the Company.

2.7  �Company� means Mid-America Apartment Communities, Inc., a Tennessee corporation, or any successor corporation to Mid-America
Apartment Communities, Inc.

2.8  �Disability� means disability as determined by the Committee in accordance with standards and procedures similar to those under the
Company�s long-term disability plan, if any. If the Company does not then maintain a long-term disability plan, Disability shall mean the
inability of a Participant, as determined by the Committee, substantially to perform such Participant�s regular duties and responsibilities due to a
medically determinable physical or mental illness which has lasted (or can reasonably be expected to last) for a period of six (6) consecutive
months.

2.9  �Exchange Act� means the Securities Exchange Act of 1934, as in effect and as amended from time to time, or any successor statute
thereto, together with any rules, regulations and interpretations promulgated thereunder or with respect thereto.

2.10  �Fair Market Value� means on, or with respect to, any given date, the last sale price of the Common Stock as reported on the New York
Stock Exchange (�NYSE�) or any other securities exchange the stock is currently trading on.

2.11  �Incentive Stock Option� means any stock option granted pursuant to the provisions of Section 6 that is intended to be (and is
specifically designated as) an �incentive stock option� within the meaning of Section 422 of the Code.

2.12  �Non-Employee Director� means a member of the Board or of the Board of Directors of a Subsidiary who is not an employee of the
Company or any Subsidiary.

2.13  �Non-Qualified Stock Option� means any stock option awarded pursuant to the provisions of Section 6 of the Plan that is not an
Incentive Stock Option.

2.14  �Participant� means an employee, Non-Employee Director or other individual who is selected by the Committee under Section 5 to
receive an Award.
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2.15  �Plan� means the Mid-America Apartment Communities, Inc. 2004 Stock Plan, as in effect and as amended from time to time (together
with any rules and regulations promulgated by the Committee with respect thereto).

2.16  �Restricted Award� means an Award of Restricted Stock pursuant to the provisions of Section 7.

2.17  �Restricted Stock� means shares of Common Stock granted pursuant to the provisions of Section 7 subject to the restriction that the
holder may not sell, transfer, pledge, or assign such Restricted Stock and such other restrictions (which other restrictions may expire separately
or in combination, at one time, from time to time or in installments), as determined by the Committee in accordance with and as set forth in this
Plan and/or the relevant Award Agreement.

2.18  �Retirement� means (i) as to officers and employees, retirement from active employment with the Company and its Subsidiaries either
pursuant to the Company�s stated retirement policy or by agreement with the Board of Directors and (ii) as to Non-Employee Directors, the same
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as �Retirement� under the �Retirement Policy� in effect for the Board of Directors on which the Participant was serving upon receipt of an Award.

2.19  �Stock Options� means Incentive Stock Options and Non-Qualified Stock Options.

2.20  �Subsidiary(ies)� means, for purposes of any Incentive Stock Option Award, any corporation (other than the Company) in an unbroken
chain of corporations, beginning with the Company, if each of such corporations, other than the last corporation in the unbroken chain, owns
fifty percent (50%) or more of the voting stock in one of the other corporations in such chain, and, for purposes of any other Award, any
corporation, partnership or other entity the results of operations of which are consolidated with those of the Company.

3.  Administration.

3.1  The Committee.  This Plan shall be administered by the Committee. The Committee shall be appointed from time to time by the Board and
shall be comprised of not less than three (3) of the then members of the Board who are �non-employee directors� within the meaning of SEC
Regulation §240.16b-3 and �outside directors� within the meaning of Section 162(m) of the Code or any successor provisions thereto.

3.2  Plan Administration and Plan Rules.  The Committee is authorized to construe and interpret this Plan and to promulgate, amend and
rescind rules, policies and regulations relating to the implementation, administration and maintenance of this Plan. Subject to the terms and
conditions of this Plan, the Committee shall make all determinations necessary or advisable for the implementation, administration and
maintenance of this Plan including, without limitation, (a) selecting Participants, (b) making Awards in such amounts and form as the
Committee shall determine, (c) imposing such restrictions, terms and conditions upon such Awards as the Committee shall deem appropriate
(including, but not limited to, any restriction or limitation on transfer), and (d) correcting any defect or omission, or reconciling any
inconsistency, in this Plan and/or any Award Agreement. The Committee may designate persons other than members of the Committee to carry
out the day-to-day administration of this Plan under such conditions and limitations as it may prescribe, except that the Committee shall not
delegate its authority with regard to selection for participation in this Plan and/or the granting of any Awards to Participants. The Committee�s
determinations under the Plan need not be uniform and may be made selectively among Participants, whether or not such Participants are
similarly situated. Any determination, decision or action of the Committee in connection with the construction, interpretation, administration,
implementation or maintenance of this Plan shall be final, conclusive and binding upon all Participants and any person(s) claiming under or
through any Participant(s). The Company shall effect the granting of Awards under this Plan, in accordance with the determinations made by the
Committee, by execution of written agreements and/or other instruments in such form as is approved by the Committee. Notwithstanding the
foregoing, the Committee shall submit to the Company�s shareholders for approval at an annual or special meeting any amendment required by
the Securities Act of 1933, the Exchange Act and/or the rules of the NYSE or any other regulatory or self-regulatory body.

3.3  Liability Limitation.  Neither the Board nor the Committee, nor any member of either, shall be liable for any act, omission, interpretation,
construction or determination made in good faith in connection with this Plan (or any Award Agreement), and the members of the Board and the
Committee shall be entitled to indemnification and reimbursement by the Company in respect of any claim, loss, damage or expense (including,
without limitation, attorneys� fees) arising or resulting therefrom to the fullest extent permitted by the Charter and/or
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By-Laws of the Company as then in effect and to the fullest extent under any indemnification agreement and/or directors� and officers� liability
insurance coverage which may be in effect from time to time.

4.  Term of Plan/Common Stock Subject to Plan.

4.1  Term.  This Plan shall terminate on October 31, 2013, except with respect to Awards then outstanding. After such date no further Awards
shall be granted under the Plan.

4.2  Common Stock Subject to Plan.  The Board shall reserve for Awards under this Plan 500,000 shares of the authorized and unissued shares
of Common Stock. In the event of a change in the Common Stock of the Company that is limited to a change in the designation thereof to
�Capital Stock� or other similar designation, or to a change in the par value thereof, or from par value to no par value, without increase or decrease
in the number of issued shares, the shares resulting from any such change shall be deemed to be the Common Stock for purposes of this Plan.
Common Stock which may be issued under this Plan shall be authorized and unissued shares. No fractional shares of Common Stock shall be
issued under this Plan.

4.3  Computation of Available Shares.  For the purpose of computing the total number of shares of Common Stock available for Awards, there
shall be counted against the limitations set forth in Section 4.2 the maximum number of shares of Common Stock potentially subject to issuance
upon exercise or settlement of Awards granted under Section 6, the number of shares of Common Stock issued or subject to potential issuance
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under Awards of Restricted Stock pursuant to Section 7, and the maximum number of shares of Common Stock potentially issuable under
Awards of Common Stock pursuant to Section 8, in each case determined as of the date on which such Awards are granted. If any Award
expires unexercised or is forfeited, surrendered, canceled, terminated or settled in cash in lieu of Common Stock, the shares of Common Stock
which were theretofore subject (or potentially subject) to such Award shall again be available for Awards under this Plan to the extent of such
expiration, forfeiture, surrender, cancellation, termination or settlement of such Awards; provided, however, that forfeited Awards shall not
again be available for Awards under this Plan if the Participant received, directly or indirectly, any of the benefits of ownership of the securities
of the Company underlying such Award, including, without limitation, the benefit described in Section 7.6.

5.  Eligibility.  Individuals eligible for Awards under the Plan shall consist of (a) employees of the Company and/or its Subsidiaries whose
performance or contribution, in the sole discretion of the Committee, benefits or will benefit the Company in a significant manner, (b)
Non-Employee Directors and (c) in the sole discretion of the Committee, consultants or advisors of the Company and/or any Subsidiary who (i)
are natural persons, (ii) provide bona fide services to the Company and/or any Subsidiary and (iii) provide services that are not in connection
with the offer or sale of securities in a capital-raising transaction, and do not directly or indirectly promote or maintain a market for the
Company�s or any Subsidiary�s securities.

6.  Stock Options.

6.1  Terms and Conditions.  Stock Options awarded under this Plan may be in the form of Incentive Stock Options or Non-Qualified Stock
Options. Such Stock Options shall be subject to the terms and conditions set forth in this Section 6 and any additional terms and conditions, not
inconsistent with the express terms and provisions of this Plan, as the Committee shall set forth in the relevant Award Agreement.

6.2  Grant.  Stock Options may be granted under this Plan in such form as the Committee may from time to time approve. Subject to Section 5,
Stock Options may be granted alone or in addition to other Awards. Notwithstanding the above, no Incentive Stock Options shall be granted to
any employee who owns more than 10% of the combined total voting power of the Company or any Subsidiary, unless the requirements of
Section 422(c)(5) (or any successor provision) of the Code are satisfied.

6.3  Exercise Price.  The exercise price per share of Common Stock subject to a Stock Option shall be determined by the Committee at the time
of Award; provided, however, that the exercise price of any Stock Option shall not be less than one hundred percent (100%) of the Fair Market
Value of the Common Stock on the date of the Award of such Stock Option. For any Participant who owns ten percent (10%) or more of the
combined total voting power of the Company or any Subsidiary, the exercise price of an Incentive Stock Option shall not be less than one
hundred ten percent (110%) of such Fair Market Value.
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6.4  No Repricing.  Notwithstanding the provisions of Section 14 below or any other provision of this Plan, the Plan prohibits any amendment
to an outstanding Stock Option to decrease the exercise price, except as provided in Section 12 below, or any cancellation of an outstanding
Stock Option in consideration for the grant of a new option with a lower exercise price, unless approved by the shareholders.

6.5  Term.  The term of each Stock Option shall be such period of time as is fixed by the Committee at the time of grant; provided, however,
that the term of any Incentive Stock Option shall not exceed ten (10) years after the date the Incentive Stock Option is awarded. For any
Participant who owns ten percent (10%) or more of the combined total voting power of the Company or any Subsidiary, the term of each
Incentive Stock Option shall not exceed five (5) years.

6.6  Method of Exercise.  A Stock Option may be exercised, in whole or in part, by giving written notice of exercise to the Director of Human
Resources of the Company, or such other officer of the Company as the Committee shall designate, specifying the number of shares to be
purchased. Such notice shall be accompanied by payment in full of the exercise price in cash, by certified check, bank draft or money order
payable to the order of the Company or, if permitted by the terms of the relevant Award Agreement and applicable law, by delivery of, alone or
in conjunction with a partial cash or instrument payment, (a) a fully-secured, recourse promissory note, or (b) shares of Common Stock already
owned by the Participant for at least six (6) months prior to the exercise date. The Committee may, in the relevant Award Agreement, also
permit Participants (either on a selective or group basis) to simultaneously exercise Stock Options and sell through a broker the shares of
Common Stock thereby acquired, and use the proceeds from such sale as payment of the exercise price of such Stock Options, by delivering to
the broker irrevocable instructions to promptly deliver to the Company the amount of the sale proceeds needed to pay the exercise price;
provided, however, that no such exercise and sale shall be effected in violation of the Company�s Insider Trading Policy and all such transactions
shall, to the extent applicable, be effected in a manner that avoids a short-swing profit recoverable pursuant to Section 16(b) of the Exchange
Act. Payment instruments shall be received by the Company subject to collection. The proceeds received by the Company upon exercise of any
Stock Option may be used by the Company for general corporate purposes.
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6.7  Date of Exercise.  Vesting dates of Stock Options awarded to a Participant will be specified in the applicable Award Agreement at the
discretion of the Committee. Stock Options that meet the vesting requirements may be exercised in whole or in part at any time and from time to
time during their specified terms.

7.  Restricted Awards.

7.1  Terms and Conditions.  Restricted Awards shall be in the form of grants of Restricted Stock. Restricted Awards shall be subject to the
terms and conditions set forth in this Section 7 and any additional terms and conditions, not inconsistent with the express terms and provisions of
this Plan, as the Committee shall set forth in the relevant Award Agreement.

7.2  Restricted Stock Grants.  An Award of Restricted Stock is an Award of shares of Common Stock, in certificated or uncertificated form,
issued to and registered with the Company�s designated Stock Transfer Agent, in the name of the applicable Participant, subject to such
restrictions, terms and conditions as the Committee deems appropriate, including, without limitation, restrictions on the sale, assignment,
transfer, pledge, hypothecation or other disposition of such shares and the requirements that the Participant deposit such shares with the
Company while such shares are subject to such restrictions and that such shares be forfeited upon termination of employment or cessation of
service as a Non-Employee Director for specified reasons within a specified period of time.

7.3  Grants of Awards.

7.3.1  Subject to Section 5, Restricted Awards may be granted alone or in addition to any other Awards. Subject to the terms of this Plan, the
Committee shall determine the number of Restricted Awards to be granted to a Participant and the Committee may impose different terms and
conditions on any particular Restricted Award made to any Participant. The Committee may, in its sole discretion, require the payment of cash
consideration for Restricted Stock.

7.3.2  Each Restricted Award of Restricted Stock may be issued in a certificated or uncertificated form, at the option of the Company, and
registered in the name of the Participant. The stock transfer books of the
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Company�s designated Stock Transfer Agent shall be noted with the following legend with reference to the shares made subject to such
Restricted Award.

�These shares are subject to the terms and restrictions of the Mid-America Apartment Communities, Inc. 2004 Stock Plan; such shares are subject
to forfeiture or cancellation under the terms of said Plan; and such shares shall not be sold, transferred, assigned, pledged, encumbered, or
otherwise alienated or hypothecated except pursuant to the provisions of said Plan, a copy of which Plan is available from Mid-America
Apartment Communities, Inc. upon request.�

Such Award shall be held in uncertificated form until the restrictions thereon shall have lapsed and all of the terms and conditions applicable
thereto have been satisfied.

7.4  Restriction Period.  In accordance with Sections 7.1 and/or 7.2, Restricted Awards shall only become unrestricted and vest in the
Participant in accordance with such vesting schedule with respect to such Restricted Award as the Committee may establish in the relevant
Award Agreement (the �Restriction Period�). Notwithstanding the immediately preceding sentence, in no event shall the Restriction Period be less
than one (1) year after the date on which such Restricted Award is granted. During the Restriction Period applicable to a Restricted Award, such
Award shall be unvested and a Participant may not sell, assign, transfer, pledge, encumber or otherwise dispose of or hypothecate the Restricted
Stock covered by such Award. Upon satisfaction of the vesting schedule and any other applicable restrictions, terms and conditions, the
Participant shall be entitled to receive payment of the Restricted Award or a portion thereof, as the case may be, as provided in Section 7.5.

7.5  Payment of Awards.  After the satisfaction and/or lapse of the restrictions, terms and conditions set by the Committee in respect of a
Restricted Award of Restricted Stock, a certificate for the number of shares of Common Stock issued which are no longer subject to such
restrictions, terms and conditions shall, as soon as practicable thereafter, be delivered to the Participant. The remaining shares, if any, issued in
respect of such Restricted Stock shall either be forfeited and canceled, or shall continue to be subject to the restrictions, terms and conditions set
by the Committee, as the case may be.

7.6  Shareholder Rights.  A Participant shall have, with respect to the shares of Restricted Stock received under a Restricted Award, all of the
rights of a shareholder of the Company, including, without limitation, the right to vote the shares and to receive any cash dividends. Stock
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dividends issued with respect to such Restricted Stock shall be treated as additional Awards of Restricted Stock and shall be subject to the same
restrictions and other terms and conditions that apply to the shares of Restricted Stock with respect to which such stock dividends are issued.

8.  Outright Stock Awards.  The Committee, in its sole discretion, shall have the power to make an Award of shares of Common Stock to any
Participant, including without limitation to any Non-Employee Director in payment of such Non-Employee Director�s retainer or meeting fees or
as compensation for attendance at board meetings. Each such Award shall be subject to such conditions and restrictions, if any, as may be
established by the Committee, including but not limited to a requirement that the Non-Employee Director agree to hold such shares of Common
Stock for at least six months and/or to hold such shares for investment and not with a view to resale to the public.

9.  [Intentionally Omitted]

10.  Termination of Employment.

10.1  General.  Subject to the terms and conditions of Section 13, if and to the extent an Award Agreement shall not specify when or if an
Award may be exercised, earned or settled after a Participant�s termination of employment or a Non-Employee Director ceases to be a director,
the following terms and conditions shall apply as appropriate and to the extent not inconsistent with the terms and conditions, if any, of such
Award Agreement:

10.1.1    Except as otherwise provided in this Section 10.1.1 or in an Award Agreement:

(a)  Non-Vested Stock Options.  If a Participant�s employment by the Company or any of its Subsidiaries is terminated for any reason (other
than Disability, Retirement or death) while Stock Options granted to such Participant are non-vested, such Participant�s rights, if any, to exercise
any non-vested Stock Options, if any, shall immediately terminate and the Participant (and such Participant�s estate, designated beneficiary or
other
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legal representative) shall forfeit any rights or interest in or with respect to any such Stock Options. In the event of Disability, Retirement or
death while a Participant�s Stock Options are non-vested, such non-vested Stock Options shall become vested immediately.

(b)  Vested Stock Options; Termination for Reasons Other Than Death, Disability or Retirement.  Any vested Stock Option held by a
Participant whose employment terminates other than by reason of death, Disability or Retirement, to the extent exercisable immediately prior to
such termination of employment, will remain exercisable for a specified time period ending on the earlier of the end of the term of such Stock
Options and a date that is thirty (30) days after such termination (subject to the applicable terms and provisions of this Plan (and any rules or
procedures hereunder) and the relevant Award Agreement).

(c)  Vested Incentive Stock Options; Termination Due to Disability.  If a Participant�s termination of employment is due to Disability, a
Participant shall have the right, subject to the applicable terms and provisions of this Plan (and any rules or procedures hereunder) and the
relevant Award Agreement, to exercise Incentive Stock Options vested as of the date of the termination, if any, and those vesting under the last
sentence of Section 10.1.1(a) above, if any, at any time within the period ending on the earlier of the end of the term of such Incentive Stock
Options and the first anniversary of the date of termination due to Disability.

(d)  Vested Incentive Stock Options; Termination Due to Retirement.  If a Participant�s termination of employment is due to Retirement, a
Participant shall have the right, subject to the applicable terms and provisions of this Plan (and any rules or procedures hereunder) and the
relevant Award Agreement, to exercise Incentive Stock Options vested as of the date of the termination, if any, and those vesting under the last
sentence of Section 10.1.1(a) above, if any, at any time within the period ending on the earlier of the end of the term of such Incentive Stock
Options and the date that is three (3) months after such termination due to Retirement.

(e)  Death of a Participant.  If any Participant dies while holding a vested Stock Option or a Stock Option that becomes vested pursuant to the
last sentence of Section 10.1.1(a) above, such Participant�s estate, designated beneficiary or other legal representative, as the case may be, shall
have the right, subject to the applicable provisions of the Plan (and any rules or procedures hereunder) and the relevant Award Agreement, to
exercise such Stock Options, if any, at any time within the period ending on the earlier of the end of the term of such Stock Options and the date
that is one (1) year from the date of such Participant�s death (but in no event more than one (1) year from the date of such Participant�s
termination of employment due to Disability or three (3) months from the date of such Participant�s termination of employment due to
Retirement in the case of an Incentive Stock Option, as applicable).
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(f)  Vested Non-Qualified Stock Options; Termination Due to Disability or Retirement.  If a Participant�s employment is terminated by
reason of Disability or Retirement, the Participant shall have the right, subject to the applicable terms and provisions of this Plan (and any rules
and procedures hereunder) and the relevant Award Agreement, to exercise Non-Qualified Stock Options vested as of the date of the termination,
if any, and those vesting under the last sentence of Section 10.1.1(a) above, if any, at any time following the Participant�s termination of
employment and prior to the expiration date of such Non-Qualified Stock Options as fixed by the Committee and set forth in the Award
Agreement related thereto.

(g)  Non-Employee Directors.  If a Non-Employee Director ceases to be a director for any reason (other than Disability, Retirement or death)
while Non-Qualified Stock Options granted to such Non-Employee Director are non-vested, such Non-Employee Director�s rights, if any, to
exercise any non-vested Non-Qualified Stock Options, if any, shall immediately terminate and the Non-Employee Director (and such
Non-Employee Director�s estate, designated beneficiary or other legal representative) shall forfeit any rights or interest in or with respect to any
such Non-Qualified Stock Options. In the event of the Disability, Retirement or death of a Non-Employee Director while the Non-Employee
Director�s Non-Qualified Stock Options are non-vested, such non-vested, Non-Qualified Stock Options shall become immediately vested. Vested
Non-Qualified Stock Options, if any, of a Non-Employee Director who ceases to be a director other than by reason of death, Disability or
Retirement, to the extent exercisable immediately prior to such cessation, will remain exercisable for a specified time period of thirty (30) days
after such cessation (subject to the applicable terms and provisions of this Plan (and any rules or procedures hereunder) and the relevant Award
Agreement). If the cessation of a Non-Employee Director�s status as a director is due to Retirement or Disability, the Non-Employee Director
shall have the right,
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subject to the applicable terms and provisions of this Plan (and any rules or procedures hereunder) and the relevant Award Agreement, to
exercise any Non-Qualified Stock Options vested as of the date of the cessation, if any, and those non-vested Stock Options vesting in the
discretion of the Committee as provided above, if any, at any time following such cessation due to Retirement or Disability and prior to the
expiration date of such Non-Qualified Stock Options as fixed by the Committee and as set forth in the Award Agreement related thereto. If any
Non-Employee Director dies while holding vested Non-Qualified Stock Options or non-vested Non-Qualified Stock Options vesting in the
discretion of the Committee as provided above, such Non-Employee Director�s estate, designated beneficiary or other legal representative, as the
case may be, shall have the right, subject to the applicable provisions of this Plan (and any rules or procedures hereunder) and the relevant
Award Agreement, to exercise such vested Non-Qualified Stock Options, if any, at any time within one (1) year from the date of such
Non-Employee Director�s death.

10.1.2  If a Participant�s employment with the Company or any of its Subsidiaries is terminated for any reason (other than Disability, Retirement
or death) prior to the satisfaction and/or lapse of the restrictions, terms and conditions applicable to Restricted Award(s), such Restricted Award
or Awards shall be forfeited, unless the Committee in its discretion determines otherwise. In the event of a Participant�s Disability, Retirement or
death during the Restricted Period, shares of Restricted Stock shall become free of restrictions to the extent determined by the Committee.

11.  Non-transferability of Awards.

(a)  Except as otherwise provided in Section 11(b), no Award under this Plan or any Award Agreement, and no rights or interests therein, shall
or may be assigned, transferred, sold, exchanged, pledged, disposed of or otherwise hypothecated or encumbered by a Participant or any
beneficiary thereof, except by testamentary disposition or the laws of descent and distribution. No such right or interest shall be subject to
seizure for the payment of the Participant�s (or any beneficiary�s) debts, judgments, alimony, or separation maintenance or be transferable by
operation of law in the event of the Participant�s (or any beneficiary�s) bankruptcy or insolvency. Except as otherwise provided in Section 11(b),
during the lifetime of a Participant, Stock Options are exercisable only by the Participant.

(b)  Non-Qualified Stock Options (whether such Stock Options were Non-Qualified Stock Options when awarded or subsequent to the Award
thereof became Non-Qualified Stock Options pursuant to applicable law or any provision of this Plan) held by a Participant may be assigned to a
Family Member (as defined below) of such Participant pursuant to a domestic relations order or in the form of a bona fide gift at any time after
the Award, but prior to the expiration date, of such Non-Qualified Stock Options if as of the time of such transfer a registration statement on
Form S-8 (or any successor form) filed by the Company under the Securities Act of 1933, as in effect and as amended from time to time, or any
successor statute thereto (the �Securities Act�), is in effect with respect to this Plan (and the Awards granted and shares of Common Stock issuable
hereunder). Each such transferred Non-Qualified Stock Option shall continue to be governed by the applicable terms and provisions of this Plan
(and any rules or procedures hereunder) and the applicable Award Agreement with the transferor Participant, and the Family Member shall be
entitled to the same rights and subject to the same obligations, restrictions, limitations and prohibitions under this Plan and such Award
Agreement as the transferor Participant, as if such assignment had not taken place; provided, however, that no Non-Qualified Stock Option
assigned to a Family Member may be assigned to any other person by that Family Member.
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        The term �Family Member� shall mean any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling,
niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships, any
person sharing the Participant�s household (other than a tenant or employee), a trust in which these persons have more than fifty percent of the
beneficial interest, a foundation in which these persons (or the Participant) control the management of assets, and any other entity in which these
persons (or the employee) own more than fifty percent of the voting interests.
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12.  Changes in Capitalization and Other Matters.

12.1  No Corporate Action Restriction.  The existence of this Plan, Award Agreements and/or the Awards granted hereunder shall not limit,
affect or restrict in any way the right or power of the Board or the shareholders of the Company to make or authorize (a) any adjustment,
recapitalization, reorganization or other change in the Company�s or any Subsidiary�s capital structure or its business, (b) any merger, share
exchange or change in the ownership of the Company or any Subsidiary, (c) any issue of bonds, debentures, capital, preferred or prior preference
stocks ahead of or affecting the Company�s or any Subsidiary�s capital stock or the rights thereof, (d) any dissolution or liquidation of the
Company or any Subsidiary, (e) any sale or transfer of all or any part of the Company�s or any Subsidiary�s assets or business, or (f) any other
corporate act or proceeding by the Company or any Subsidiary. No Participant, Family Member, beneficiary or any other person shall have any
claim against any member of the Board, the Committee, the Company or any Subsidiary as a result of any such action.

12.2  Recapitalization Adjustments.  In the event of any change in capitalization affecting the Common Stock, including, without limitation, a
stock dividend or other distribution, stock split, reverse stock split, recapitalization, merger, acquisition, subdivision, split-up, spin-off, split-off,
combination or exchange of shares or other form of reorganization, or any other change affecting the Common Stock, the Board, in its sole
discretion, may authorize and make such proportionate adjustments, if any, as the Board may deem appropriate to reflect such change, including,
without limitation, with respect to the aggregate number of shares of the Common Stock for which Awards in respect thereof may be granted
under this Plan, the maximum number of shares of the Common Stock which may be sold or awarded to any Participant, any number of shares
of the Common Stock covered by each outstanding Award, and the exercise price or other price per share of Common Stock in respect of
outstanding Awards.

13.  Change in Control.

13.1  Acceleration of Awards Vesting.  Except as otherwise provided in this Section 13, if a Change in Control of the Company occurs (a) all
Stock Options then unexercised and outstanding shall become fully exercisable as of the date of the Change in Control, and (b) all restrictions,
terms and conditions applicable to all Restricted Stock then outstanding shall be deemed lapsed and satisfied as of the date of the Change in
Control.

13.2  Treatment of Awards After Change in Control.

13.2.1  Restricted Stock.  Within thirty (30) days after a Change in Control occurs, the holder of an Award of Restricted Stock shall receive a
new certificate for such shares without the legend set forth in Section 7.3.2.

13.2.2  Stock Options.  All Stock Options, both those vested as of the date of the Change of Control and those vesting under Section 13.1 above,
shall remain exercisable in accordance with the terms and provisions of this Plan (and any rules or procedures hereunder) and the relevant
Award Agreement, except that, if a Participant�s employment is terminated by the Company or any Subsidiary without Cause or the Participant
terminates his or her employment with the Company or any Subsidiary for Good Reason within two (2) years from the date of the Change of
Control, then the Participant�s Non-Qualified Stock Options vested as of the date of the Change of Control or vesting pursuant to Section 13.1
shall, notwithstanding any other provision hereof, be exercisable at any time following the Participant�s termination of employment and prior to
the expiration date of such Non-Qualified Stock Options as set forth in the applicable Award Agreement(s).

13.3  Termination as a Result of a Potential Change in Control.  If, as a result of a Potential Change of Control, a Participant�s employment is
terminated either (a) by the Company or any Subsidiary without Cause, or (b) by the Participant for Good Reason, then for purposes of this
Section 13, a Change in Control shall be deemed to have occurred immediately prior to such Participant�s termination of employment. In such
event, all Awards made under this Plan shall be treated as provided in Section 13.2.

13.4  Definitions.  For purposes of this Section 13, the following words and phrases shall have the meaning specified:

13.4.1  �Beneficial Owner� shall have the meaning set forth in SEC Regulation §240.13d-3 or any successor regulation.

Edgar Filing: FIVE BELOW, INC - Form 10-K

52



13.4.2  �Cause� shall mean, unless otherwise defined in an employee Participant�s individual employment agreement with the Company or any
Subsidiary (in which case such employment agreement definition
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shall govern), (a) the indictment of the Participant for any serious crime, (b) the willful and continued failure by the Participant to substantially
perform the Participant�s duties, as they may be defined from time to time, with the Participant�s primary employer or to abide by the written
policies of the Company or the Participant�s primary employer (other than any such failure resulting from the Participant�s incapacity due to
physical or mental illness), or (c) the willful engaging by the Participant in conduct which is demonstrably and materially injurious to the
Company or any Subsidiary, monetarily or otherwise. For purposes of the preceding sentence, no act shall be considered �willful� unless done, or
omitted to be done, by the Participant not in good faith and without reasonable belief that such act, or failure to act, was in the best interests of
the Company and its Subsidiaries.

13.4.3A  �Change in Control� shall be deemed to have occurred if any one of the following conditions shall have been satisfied:

(a)  any Person becomes the Beneficial Owner, directly or indirectly, of securities of the Company (not including in the securities beneficially
owned by any such Person any securities acquired directly from the Company) representing twenty-five percent (25%) or more of the combined
voting power of the Company�s then outstanding securities; or

(b)  during any period of twenty-four (24) consecutive months, individuals who at the beginning of such period constituted the Board and any
new director (other than a director designated by a Person who has entered into an agreement with the Company to effect a transaction described
in Sections 13.4.3(a), 13.4.3(c) or 13.4.3(d)) whose election or nomination for election to the Board was or is approved of by a vote of at least
two-thirds of the directors at the beginning of such twenty-four (24) month period or whose election or nomination for election was previously
so approved, cease for any reason to constitute a majority of the Board; or

(c)  the shareholders of the Company approve and the action is implemented to merge the Company with any other corporation, to effect a share
exchange for the Company�s outstanding securities, or to effect a complete liquidation of the Company, other than a merger, share exchange, or
liquidation which would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by
remaining outstanding or being converted into voting securities of the Surviving Entity), in combination with the ownership of any trustee or
other fiduciary holding securities under any benefit plan of the Company or any Subsidiary, more than seventy-five percent (75%) of the
combined voting power of the voting securities of the Company or such Surviving Entity outstanding immediately after such merger, share
exchange or liquidation; or

(d)  the shareholders of the Company approve an agreement for the sale or disposition by the Company (other than to a Subsidiary) of all or
substantially all of the Company�s assets.

Notwithstanding the foregoing, with respect to a particular Participant a Change in Control shall not include any event, circumstance or
transaction which results from the action of any Person which is or includes, is affiliated with, or is wholly or partly controlled by one or more
executive officers of the Company or any Subsidiary and in which entity or group the Participant participates.

13.4.4  �Good Reason� for termination by a Participant of the Participant�s employment shall mean, for purposes of this Section 13, unless
otherwise defined in the Participant�s individual employment agreement with the Company or any Subsidiary (in which case such employment
agreement definition shall govern), the occurrence (without the Participant�s consent) of any one of the following:

(a)  the Company or any Subsidiary fails to continue or changes substantially any performance-based incentive plan in which the Participant was
entitled to participate immediately prior to the Change in Control substantially in the forms then in effect. A reduction of more than ten percent
(10%) in a Participant�s incentive opportunity shall be deemed a substantial change.

(b)  the Participant is required to change the location of the Participant�s job or office, so that it will be based at a location more than thirty-five
(35) miles from the location of the Participant�s job or office prior to the Change in Control; or

(c)  a reduction in the Participant�s rate of annual base salary as in effect on the day prior to the occurrence of a Change in Control, where �annual
base salary� is the Participant�s regular basic annual compensation prior to any reduction therein under a salary reduction agreement pursuant to
Section 401(k) or Section 125 of the
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Code, and, without limitation, shall not include, fees, retainers, reimbursements, bonuses, incentive awards, prizes or similar payments.

13.4.5  �Person� shall have the meaning given in Section 3(a)(9) of the Exchange Act, as modified and used in Sections 13(d) and 14(d)
thereof; provided, however, a Person shall not include (a) the Company or any Subsidiary, (b) a trustee or other fiduciary holding securities
under an employee benefit plan of the Company or a Subsidiary qualified under Section 401(a) of the Code, (c) an underwriter temporarily
holding securities pursuant to an offering of such securities, or (d) a corporation owned, directly or indirectly, by the shareholders of the
Company in substantially the same proportions as their ownership of securities of the Company.

13.4.6  �Potential Change in Control� shall be deemed to have occurred if any one of the following conditions shall have been satisfied:

(a)  the Company enters into an agreement, the consummation of which would result in the occurrence of a Change in Control; or

(b)  the Company or any Person publicly announces an intention to take or to consider taking actions which, if consummated, would constitute a
Change in Control; or

(c)  any Person becomes the Beneficial Owner, directly or indirectly, of securities of the Company representing ten percent (10%) or more of the
combined voting power of the Company�s then outstanding securities, or any Person increases such Person�s beneficial ownership of such
securities by five (5) percentage points or more over the percentage so owned by such Person on January 1, 2004; or

(d)  the Board adopts a resolution to the effect that, for purposes of the Plan, a Potential Change in Control has occurred.

13.4.7  �Surviving Entity� shall mean only an entity in which all or substantially all of the Company�s shareholders immediately before any
merger, share exchange or liquidation become shareholders by the terms of such merger, share exchange or liquidation.

13.5  Adverse Tax Consequences.  If the making of any payment or payments pursuant to this Section 13 or otherwise would (a) subject the
Participant to an excise tax under Section 4999 of the Code, or any like or successor section thereto, or (b) result in the Company�s loss of a
federal income tax deduction for such payments under Section 280G of the Code, or any like or successor section thereto (either or both, an
�Adverse Tax Consequence�), then, unless otherwise expressly provided in a relevant Award Agreement or employment agreement, the payments
attributable to this Plan that are �parachute payments� within the meaning of such Section 280G of the Code shall be reduced, as determined by the
Committee in its sole discretion, but after consultation with the Participant affected, to the extent necessary to avoid any Adverse Tax
Consequence. Any disputes regarding whether any payments to a Participant would result in an Adverse Tax Consequence shall be resolved by
an opinion of a nationally recognized accounting firm acceptable to the Company and the Participant.

14.  Amendment, Suspension and Termination.

14.1  In General.  The Board may suspend or terminate this Plan (or any portion thereof) at any time and may amend this Plan at any time and
from time to time in such respects as the Board may deem advisable to ensure that any and all Awards conform to or otherwise reflect any
change in applicable laws or regulations, or to permit the Company or the Participants to benefit from any change in applicable laws or
regulations, or in any other respect the Board may deem to be in the best interests of the Company or any Subsidiary; provided, however, that no
such amendment shall, without majority (or such greater percentage if required by law, charter, by-law or other regulation or rule) shareholder
approval to the extent required by law or the rules of any exchange upon which the Common Stock is listed, (a) except as provided in Section
12, increase the number of shares of Common Stock which may be issued under this Plan, (b) materially modify the requirements as to
eligibility for participation in this Plan, (c) materially increase the benefits accruing to Participants under this Plan, or (d) extend the termination
date of this Plan. No such amendment, suspension or termination shall (i) materially adversely affect the rights of any Participant under any
outstanding Award, without the consent of such Participant, or (ii) make any change that would disqualify this Plan, or any other plan of the
Company or any Subsidiary intended to be
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so qualified, from (A) the exemption provided by SEC Regulation §240.16b-3, or any successor thereto, or (B) the benefits provided under
Section 422 of the Code or any successor thereto.
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14.2  Award Agreements.  The Committee may amend or modify at any time and from time to time any outstanding Award and Award
Agreement, in any manner to the extent that the Committee would have had the authority under this Plan to initially determine the restrictions,
terms and provisions of such Award, including, without limitation, to change the date or dates as of which Stock Options may be exercised. No
such amendment or modification shall, however, materially adversely affect the rights of any Participant under any such Award and Award
Agreement without the consent of such Participant.

15.  Miscellaneous.

15.1  Tax Withholding.  The Company shall have the right to deduct from any payment or settlement under this Plan, including, without
limitation, the exercise of any Stock Option, or the delivery or vesting of any shares of Common Stock, Restricted Stock, any federal, state, local
or other taxes of any kind which the Committee, in its sole discretion, deems necessary to be withheld to comply with the Code and/or any other
applicable law, rule or regulation. If the Committee, in its sole discretion, permits shares of Common Stock to be used to satisfy any such tax
withholding, such Common Stock shall be valued based on the Fair Market Value of such stock as of the date the tax withholding is required to
be made, such date to be determined by the Committee. The Committee may establish rules limiting the use of Common Stock to meet
withholding requirements by Participants who are subject to Section 16 of the Exchange Act.

15.2  No Right to Employment.  Neither the adoption of this Plan, the granting of any Award, nor the execution of any Award Agreement shall
confer upon any employee of the Company or any Subsidiary any right to continued employment with the Company or any Subsidiary, as the
case may be, nor shall it interfere in any way with the right, if any, of the Company or any Subsidiary to terminate the employment of any
employee at any time for any reason.

15.3  Unfunded Plan.  This Plan shall be unfunded and the Company shall not be required to segregate any assets in connection with any
Awards. Any liability of the Company to any person with respect to any Award or any Award Agreement shall be based solely upon the
contractual obligations that may be created as a result of this Plan or any such Award or Award Agreement. No such obligation of the Company
shall be deemed to be secured by any pledge of, encumbrance on, or other interest in, any property or asset of the Company or any Subsidiary.
Nothing contained in this Plan or any Award Agreement shall be construed as creating in respect of any Participant (or beneficiary thereof, any
Family Member or any other person) any equity or other interest of any kind in any assets of the Company or any Subsidiary or creating a trust
of any kind or a fiduciary relationship of any kind between the Company, any Subsidiary and/or any such Participant, any beneficiary, any
Family Member or any other person.

15.4  Payments to a Trust.  The Committee is authorized to cause to be established a trust agreement or several trust agreements or similar
arrangements from which the Committee may make payments of amounts due or to become due to any Participants under this Plan.

15.5  Other Company Benefit and Compensation Programs.  Payments and other benefits received by a Participant under an Award shall not
be deemed a part of a Participant�s compensation for purposes of the determination of benefits under any other employee welfare or benefit plans
or arrangements, if any, provided by the Company or any Subsidiary unless expressly provided in such other plans or arrangements, or except
where the Board expressly determines in writing that inclusion of an Award or portion of an Award should be included to accurately reflect
competitive compensation practices or to recognize that an Award has been made in lieu of a portion of competitive annual base salary or other
cash compensation. Awards may be made in addition to, in combination with, or as alternatives to, grants, awards or payments under any other
plans or arrangements of the Company or its Subsidiaries. The existence of this Plan notwithstanding, the Company or any Subsidiary may adopt
such other compensation plans or programs and additional compensation arrangements as it deems necessary to attract, retain and motivate
employees.

15.6  Listing, Registration and Other Legal Compliance.  No Award shall be made and no shares of the Common Stock shall be issued under
this Plan, and no assignment of a Non-Qualified Stock Option to a Family Member shall be made, unless legal counsel for the Company shall be
satisfied that such issuance or assignment
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will be in compliance with all applicable federal and state securities laws and regulations and any other applicable laws or regulations. The
Committee may require, as a condition of any payment of any Award, share issuance or assignment of Non-Qualified Stock Options, that certain
agreements, undertakings, representations, certificates, and/or information as the Committee may deem necessary or advisable, be executed or
provided to the Company to assure compliance with all such applicable laws or regulations. Certificates for shares of the Restricted Stock and/or
Common Stock delivered under this Plan may be subject to such stock transfer orders and such other restrictions as the Committee may deem
advisable under the rules, regulations, or other requirements of the SEC, and the NYSE (or any other securities exchange the stock is currently
trading on) and any applicable federal or state securities law. The Committee may cause a legend or legends to be put on any such share
certificates to make appropriate reference to such restrictions. In addition, if, at any time specified herein (or in any Award Agreement) for (a)
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the making of any determination, (b) the issuance or other distribution of Restricted Stock and/or Common Stock, or (c) the payment of amounts
to or through a Participant with respect to any Award, any law, rule, regulation or other requirement of any governmental authority or agency
shall require either the Company, any Subsidiary, any Participant (or any designated beneficiary or other legal representative) or any Family
Member to take any action in connection with any such determination, any such shares to be issued or distributed, any such payment, or the
making of any such determination, as the case may be, shall be deferred until such required action is taken. If at any time and from time to time
the Committee determines, in its sole discretion, that the listing, registration or qualification of any Award, or any Common Stock or property
covered by or subject to such Award, upon the NYSE (or any other securities exchange the stock is currently trading on) or under any foreign,
federal, state or local securities or other law, rule or regulation is necessary or desirable as a condition to or in connection with the granting of
such Award or the issuance or delivery of Restricted Stock and/or Common Stock or other property under such Award or otherwise, no such
Award may be exercised or settled, or paid in Restricted Stock, Common Stock or other property, unless such listing, registration or qualification
shall have been effected free of any conditions that are not acceptable to the Committee.

15.7  Award Agreements.  Each Participant receiving an Award (except, in the Committee�s discretion, an Award of Common Stock pursuant to
Section 8 hereof) shall enter into an Award Agreement with the Company in a form specified by the Committee. Each such Participant shall
agree to the restrictions, terms and conditions of the Award set forth therein.

15.8  Designation of Beneficiary.  Each Participant to whom an Award has been made may designate a beneficiary or beneficiaries to receive
any payment which under the terms of this Plan and the relevant Award Agreement may become payable on or after the Participant�s death. At
any time, and from time to time, any such designation may be changed or canceled by the Participant without the consent of any such
beneficiary. Any such designation, change or cancellation must be on a form provided for that purpose by the Committee and shall not be
effective until received by the Committee. If no beneficiary has been named by a deceased Participant, or if the designated beneficiaries have
predeceased the Participant, the beneficiary shall be the Participant�s estate. If the Participant designates more than one beneficiary, any payments
under this Plan to such beneficiaries shall be made in equal shares unless the Participant has expressly designated otherwise, in which case the
payments shall be made in the shares designated by the Participant.

15.9  Leaves of Absence/Transfers.  The Committee shall have the power to promulgate rules, policies and regulations and to make
determinations, as it deems appropriate, under this Plan in respect of any leave of absence from the Company or any Subsidiary granted to a
Participant. Without limiting the generality of the foregoing, the Committee may determine whether any such leave of absence shall be treated as
if the Participant has terminated employment with the Company or any such Subsidiary. If a Participant transfers within the Company, or to or
from any Subsidiary, such Participant shall not be deemed to have terminated employment as a result of such transfers.

15.10  Governing Law.  This Plan and all actions taken thereunder shall be governed by and construed in accordance with the laws of the State
of Tennessee, without regard to principles of conflict of laws. Any titles and headings herein are for reference purposes only, and shall in no way
limit, define or otherwise affect the meaning, construction or interpretation of any provisions of this Plan.

15.11  Effective Date.  This Plan shall become effective upon its approval by a majority of the Company�s shareholders at the Company�s 2004
Annual Meeting of Shareholders.
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[FRONT SIDE OF PROXY]

PROXY MID-AMERICA APARTMENT COMMUNITIES, INC NO. OF SHARES ____________
6584 POPLAR AVENUE, SUITE 300, MEMPHIS, TENNESSEE 38138

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints H. Eric Bolton, Jr., Leslie B.C. Wolfgang and Simon R.C. Wadsworth, and each of them, as proxies, each with
the power to appoint such person�s substitute, and hereby authorizes them to vote, as designated below, all the shares of common stock of
Mid-America Apartment Communities, Inc. (the �Company�) held of record by the undersigned on March 31, 2004 at the Annual Meeting of
Shareholders to be held on May 24, 2004, or any adjournment thereof.

1.  ELECTION OF THREE CLASS I DIRECTORS.

o FOR ALL NOMINEES LISTED BELOW o  WITHHOLD AUTHORITY to vote for
  all nominees listed below

o EXCEPTIONS

(INSTRUCTION:     TO WITHHOLD AUTHORITY TO VOTE FOR ANY INDIVIDUAL NOMINEE, MARK THE �EXCEPTIONS� BOX
ABOVE AND STRIKE A LINE THROUGH THE NOMINEE�S NAME ON THE LIST BELOW)
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               John F. Flournoy Robert F. Fogelman Michael S. Starnes
2.  RATIFICATION OF KPMG LLP AS THE COMPANY�S INDEPENDENT AUDITORS FOR 2004.

               o FOR o AGAINST o WITHHOLD AUTHORITY (ABSTAIN)
3.  APPROVAL OF THE AMENDED AND RESTATED CHARTER

               o FOR o AGAINST o WITHHOLD AUTHORITY (ABSTAIN)
4.  APPROVAL OF THE 2004 STOCK PLAN

               o FOR o AGAINST o WITHHOLD AUTHORITY (ABSTAIN)
5.  In their discretion, the proxies are authorized to vote upon such other business as may properly come before the meeting.

(PLEASE SEE REVERSE SIDE)

[BACK SIDE OF PROXY]

(CONTINUED FROM OTHER SIDE)

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY THE
UNDERSIGNED SHAREHOLDER. IF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED FOR THE ELECTION OF
ALL NOMINEES AND FOR ALL PROPOSALS.

DATED:_________________________________________, 2004

Please sign this proxy exactly as name appears to left. When shares are held by joint
tenants, both should sign. When signing as attorney, executor, administrator, trustee
or guardian, please give full title as such. If a corporation, this proxy should be signed
in the full corporate name by the President or other authorized officer. If a partnership,
it should be signed in the full partnership name by an authorized person.

Signature

Signature (if held jointly)

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARD PROMPTLY USING THE ENCLOSED ENVELOPE.  
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