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MID-AMERICA APARTMENT COMMUNITIES, INC.

April 13, 2006

To our shareholders:

You are invited to attend the 2006 Annual Meeting of Shareholders of Mid-America Apartment Communities,
Inc. (the �Company�) to be held at 1:00 P.M., Central Daylight Time, on Tuesday, May 16, 2006, at the Reserve at
Dexter Lake Apartments, 1505 Dexter Lake Drive, Memphis, Tennessee 38018. The Notice of Annual Meeting of
Shareholders and Proxy Statement, both of which accompany this letter, provide details regarding the business to
be conducted at the meeting, as well as other important information about the Company.

During the meeting, management will review our recently completed 2005 fiscal year and provide a report on
our progress, including recent developments. Shareholders will also have the opportunity to ask questions about
the Company.

Along with the other members of the Board of Directors and management, I look forward to greeting you at
the Annual Meeting if you are able to attend.

Very truly yours,

H. ERIC BOLTON, JR.
President and Chief Executive Officer

MID-AMERICA APARTMENT COMMUNITIES, INC.
6584 Poplar Avenue, Suite 300

Memphis, Tennessee 38138
________________________

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held on Tuesday May 16, 2006

________________________

TIME, DATE & PLACE

The 2006 Annual Meeting of Shareholders will be held at 1:00 P.M., Central Daylight Time, on Tuesday, May
16, 2006, at the Reserve at Dexter Lake Apartments, 1505 Dexter Lake Drive, Memphis, Tennessee 38018.

ITEMS OF BUSINESS

Shareholders will consider and vote on the following items at the Annual Meeting:
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1. To elect 3 Class III directors to serve until the 2009 Annual
Meeting of Shareholders or until their successors have been duly
elected and qualified and 1 Class I director to serve until the 2007
Annual Meeting of Shareholders or until her successor has been
duly elected and qualified;

2. To ratify the selection of Ernst & Young LLP as the Company�s
independent registered public accounting firm for 2006; and

3. To transact such other business as may properly come before the
meeting or any adjournment thereof.

WHO MAY VOTE

Shareholders of record at the close of business on Friday, March 17, 2006, are entitled to receive this notice
and vote at the Annual Meeting.

HOW TO VOTE

Your vote is important. Please refer to the proxy card and the accompanying proxy statement for information
regarding your voting options. Even if you plan to attend the Annual Meeting, please take advantage of one of the
advance voting options to assure that your shares are represented at the Annual Meeting. You may revoke your
proxy at any time before it is voted by following the procedures described in the accompanying Proxy Statement.

By Order of the Board of Directors

LESLIE B.C. WOLFGANG
Vice President, Director of External Reporting and
Corporate Secretary

Memphis, Tennessee
April 13, 2006

Whether or not you plan to attend the meeting, please submit your proxy prior to the meeting by
following the instructions on the enclosed proxy card or voter instruction form. Shareholders who

attend the Annual Meeting may vote even if they have already sent in a proxy.

MID-AMERICA APARTMENT COMMUNITIES, INC.
6584 Poplar Avenue, Suite 300

Memphis, Tennessee 38138

____________________

PROXY STATEMENT
____________________

Mid-America Apartment Communities, Inc. is soliciting proxies, and your vote is very important. For this
reason, the Board of Directors is requesting that you allow your shares to be represented at the Annual Meeting
of Shareholders by the proxies named on the enclosed proxy card. In connection with our solicitation of proxies,
we are mailing this proxy statement, the enclosed proxy card, our 2005 Annual Report, and our 2005 Annual
Report on Form 10-K to all shareholders beginning on or about April 13, 2006.
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In this proxy statement, terms such as �we,� �us� and �our� refer to Mid-America Apartment Communities, Inc.,
which may also be referred to from time to time as the �Company� to distinguish it from its subsidiaries or other
related entities.

INFORMATION ABOUT THE MEETING

When is the Annual Meeting?

Tuesday, May 16, 2006, 1:00 P.M., Central Daylight Time.

Where will the Annual Meeting be held?

Our Annual Meeting will be held at the Reserve at Dexter Lake Apartments, 1505 Dexter Lake Drive,
Memphis, Tennessee 38018.

What items will be voted on at the Annual Meeting?

You will vote on the following matters:

1. To elect 3 Class III directors to serve until the 2009 Annual
Meeting of Shareholders or until their successors have been duly
elected and qualified and 1 Class I director to serve until the 2007
Annual Meeting of Shareholders or until her successor has been
duly elected and qualified;

2. To ratify the selection of Ernst & Young LLP as the Company�s
independent registered public accounting firm for 2006; and

3. To transact such other business as may properly come before the
meeting or any adjournment thereof.

As of the date of this Proxy Statement, we are not aware of any other matters that will be presented for action
at the Annual Meeting.

What are the Board of Directors� recommendations?

Our Board of Directors recommends that you vote:

FOR the election of the 3 nominees for Class III director and 1 nominee for Class I director named herein
to serve on the Board of Directors;

• 

FOR the ratification of the selection of Ernst & Young LLP as the Company�s independent registered
public accounting firm for 2006;

• 

If any other matter properly comes before the Annual Meeting, the proxy holders will vote as recommended by
the Board of Directors or, if no recommendation is given, in their own discretion.

INFORMATION ABOUT VOTING

Who is entitled to vote at the Annual Meeting?

Only shareholders of record at the close of business on the record date, March 17, 2006, are entitled to
receive notice of the 2006 Annual Meeting and to vote the shares that they held on that date at the annual
meeting, or any postponement or adjournment of the annual meeting. As of the close of business on March 17,
2006, the Company had 22,454,021 shares of common stock outstanding.
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Shareholders of Record: Shares Registered in Your Name. If your shares were registered directly in your name
with the Company�s transfer agent, 1,371 as of March 17, 2006, then you are a shareholder of record. As a
shareholder of record, you may vote in person at the meeting or vote by proxy. Whether or not you plan to attend
the meeting, we urge you to submit your proxy prior to the meeting to ensure your vote is counted. For
instructions on how to submit your proxy please see the enclosed proxy card or voter instruction form.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank. If your shares were held in an account
at a brokerage firm, bank, dealer or other similar organization as of March 17, 2006, then you are the beneficial
owner of shares held in �street name� and these proxy materials are being forwarded to you by that organization.
The organization holding your account is considered the shareholder of record for purposes of voting at the
annual meeting. As a beneficial owner, you have the right to direct your broker or other agent on how to vote the
shares in your account. You are also invited to attend the annual meeting. However, since you are not the
shareholder of record, you may not vote your shares in person at the meeting unless you request and obtain a
valid proxy from your broker or other agent.

How do I vote?

You may either vote �For� all the nominees to the Board of Directors or you may withhold from voting for any
nominee you specify. For each of the other matters to be voted on, you may vote �For� or �Against� or abstain from
voting. The procedures for voting are fairly simple:

Shareholder of Record: Shares Registered in Your Name. If you are a shareholder of record, you may vote in
person at the annual meeting or vote by proxy. Instructions to vote by proxy can be found on the enclosed proxy
card. Whether or not you plan to attend the meeting, we urge you to vote by proxy to ensure your vote is counted.
You may still attend the meeting and vote in person if you have already voted by proxy.

To vote in person, come to the annual meeting and we will give you a ballot when you arrive.• 
To vote using the enclosed proxy card, simply complete, sign and date the enclosed proxy card and return
it promptly in the postage paid envelope provided or follow the instructions on the card to vote via the
internet. If you return your signed proxy card to us before the annual meeting, we will vote your shares as
you direct.

• 

Beneficial Owner: Shares Registered in the Name of Broker or Bank. If you are a beneficial owner of shares
registered in the name of your broker, bank or other agent, you should have received a voter instruction form
with these proxy materials from that organization rather than from the Company. Simply follow the directions on
the voter instruction form to ensure that your vote is counted. To vote in person at the annual meeting, you must
obtain a valid proxy from your broker, bank or other agent. Follow the instructions from your broker or bank
included with these proxy materials, or contact your broker or bank to request a proxy form.

How many votes do I have?

On each matter to be voted upon, you have one vote for each share of common stock you own as of March 17,
2006.

2

What if I submit a proxy but do not make specific choices?

If you submit an executed proxy without marking any voting selections, your shares will be voted �For� the
election of all nominees for Class III and Class I director, and �For� the ratification of Ernst & Young LLP as the
Company�s independent registered public accounting firm for its current fiscal year ending December 31, 2006. If
any other matter is properly presented at the meeting, your proxy (one of the individuals named on your proxy
card) will vote your shares using his or her best judgment.

Can I change my vote?
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Yes. You can revoke your proxy at any time before the final vote at the meeting. You may revoke your proxy in
any one of three ways:

You may submit another properly completed proxy bearing a later date;• 
You may send a written notice that you are revoking your proxy to the Company�s Corporate Secretary,
Leslie Wolfgang, 6584 Poplar Avenue, Suite 300, Memphis, Tennessee 38138; or

• 

You may attend the annual meeting and notify the election officials at the meeting that you wish to revoke
your proxy and vote in person. Simply attending the meeting will not, by itself, revoke your proxy.

• 

How are votes counted?

Votes will be counted by the inspector of election appointed for the meeting, who will separately count �For� and
(with respect to proposals other than the election of directors) �Against� votes, abstentions and broker non-votes.
Abstentions will be counted towards the vote total for each proposal and will have the same effect as �Against�
votes. Broker non-votes have no effect and will not be counted towards the vote total for any proposal.

If your shares are held by your broker as your nominee (that is, in �street name�), you will need to obtain a
proxy form from the institution that holds your shares and follow the instructions included on that form regarding
how to instruct your broker to vote your shares. If the broker or nominee is not given specific instructions, shares
held in the name of such broker or nominee may not be voted on those matters and will not be considered as
present and entitled to vote with respect to those matters. Shares represented by such �broker non-votes� will,
however, be counted in determining whether there is a quorum.

How many votes are needed to approve each proposal?

For the election of directors, the four nominees receiving the most �For� votes (among votes properly cast
in person or by proxy) will be elected. Broker non-votes will have no effect.

• 

To be approved, the designation of Ernst & Young LLP as the Company�s independent registered public
accounting firm for its fiscal year ending December 31, 2006 must receive �For� votes from the majority of
shares present and entitled to vote either in person or by proxy. If you �Abstain� from voting, it will have
the same effect as an �Against� vote. Broker non-votes will have no effect.

• 

What is the quorum requirement?

A quorum of shareholders is necessary to hold a valid meeting. A quorum will be present if at least a majority
of the outstanding shares are represented by shareholders present at the meeting or by proxy. On March 17,
2006, the record date, there were 22,454,021 shares outstanding and entitled to vote. Thus 11,227,011 shares
must be represented by shareholders present at the meeting or by proxy to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy vote or vote at the meeting.
Abstentions and broker non-votes will be counted towards the quorum requirement. If there is no quorum, a
majority of the votes present at the meeting may adjourn the meeting to another date.

How can I find out the results of the voting at the annual meeting?

Preliminary voting results will be announced at the annual meeting. Final results will be published in the
Company�s quarterly report on Form 10-Q for the second quarter of 2006.

3

ADDITIONAL INFORMATION

How can I obtain the Company�s Annual Report on Form 10-K?
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Our Annual Report on Form 10-K for the year ended December 31, 2005, as filed with the SEC, including the
financial statements, and financial statement schedules, but excluding the exhibits, is being mailed along with
this Proxy Statement. A full copy of our Annual Report on Form 10-K for the year ended December 31, 2005,
including all exhibits may be obtained from the SEC Filings link on the Investor Relations page of our web-site at
www.maac.net or received free of charge by writing Investor Relations at Mid-America Apartment Communities,
Inc., 6584 Poplar Avenue, Suite 300, Memphis, Tennessee 38138.

Who is paying for this proxy solicitation?

We will pay for the entire cost of soliciting proxies. We expect that this Proxy Statement will first be sent to
shareholders on or about April 13, 2006. In addition to these mailed proxy materials, our directors and employees
may also solicit proxies in person, by telephone or by other means of communication. Directors and employees
will not be paid any additional compensation for soliciting proxies. We may also reimburse brokerage firms,
banks and other agents for the cost of forwarding proxy materials to beneficial owners.

How many copies should I receive if I share an address with another shareholder?

The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy delivery
requirements for proxy statements with respect to two or more shareholders sharing the same address by
delivering a single proxy statement addressed to those shareholders. This process, which is commonly referred to
as �householding,� potentially provides extra convenience for shareholders and cost savings for companies.

The Company and some brokers household proxy materials, delivering a single proxy statement to multiple
shareholders sharing an address unless contrary instructions have been received from the affected shareholders.
Once you have received notice from your broker or us that they or we will be householding materials to your
address, householding will continue until you are notified otherwise or until you revoke your consent. If at any
time you no longer wish to participate in householding and would prefer to receive a separate proxy statement, or
if you are receiving multiple copies of the proxy statement and wish to receive only one, please notify your broker
if your shares are held in a brokerage account or us if you hold registered shares. You can notify us by sending a
written request to the Corporate Secretary at Mid-America Apartment Communities, Inc., 6584 Poplar Avenue,
Suite 300, Memphis, Tennessee 38138 or by calling 901-435-5371. You also may elect to participate in
householding if you are eligible to do so by marking the appropriate box on your proxy card.

Who should I contact if I have any questions?

If you have any questions about the Annual Meeting, these proxy materials or your ownership of our common
stock, please contact, our Investor Relations Department at 6584 Poplar Avenue, Suite 300, Memphis, Tennessee
38138, or by emailing investor.relations@maac.net or calling (901) 435-5371.

INFORMATION ABOUT THE BOARD OF DIRECTORS AND ITS COMMITTEES

What is our philosophy regarding corporate governance?

We believe that effective corporate governance is critical to our long-term health and our ability to create
value for our shareholders. We have continued to review our corporate governance policies and practices and to
compare them against �best practice� proposals and the practices of other public companies. We also have
continued to review the provisions of the Sarbanes-Oxley Act of 2002, new and proposed rules of the SEC, and
the corporate governance rules of the New York Stock Exchange, or the NYSE. We will continue to monitor
emerging developments in corporate governance and enhance our policies and procedures when required or
when our Board of Directors determines that it would benefit the Company and our shareholders. Based on this
review, the Board of Directors has
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established and maintains Corporate Governance Guidelines that include detailed specifications for director
qualification and responsibility. You may find a copy of our Corporate Governance Guidelines on our website at
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www.maac.net.

The responsibilities of our Board of Directors and Board committees are described below, along with other
corporate governance-related disclosures. All of our Board�s committees have written charters which can be found
in the Company Info and Governance section on the Investor Relations page of our website at www.maac.net. The
Company will also provide a copy of any committee charter, the Corporate Governance Guidelines or our Code of
Business Conduct and Ethics without charge upon written request sent to: Mid-America Apartment Communities,
Inc., Attention: Investor Relations, 6584 Poplar Avenue, Suite 300, Memphis, Tennessee 38138. The Board of
Directors may, from time to time, form other committees as circumstances warrant. Such committees will have
authority and responsibility as delegated by the Board of Directors.

How many independent directors do we have?

Our Board of Directors has affirmatively determined that six of our current nine directors are independent:
Robert F. Fogelman, Alan B. Graf, Jr., John S. Grinalds, Ralph Horn, Mary E. McCormick and Michael S. Starnes.
All of these directors meet the independence standards of our Corporate Governance Guidelines, the NYSE listing
standards and applicable SEC rules.

How do we determine whether a director is independent?

A director is considered independent if our Board of Directors affirmatively determines that the director has
no direct or indirect material relationship with us. Consistent with the requirements of the SEC, the NYSE and
general corporate �best practices� proposals, our Board of Directors reviews all relevant transactions or
relationships between each director, or any of his or her family members, and the Company, its senior
management and its independent auditors. The Board has adopted the following categorical standards:

A director who is an employee, or whose immediate family member is an executive officer, of the
Company is not independent until three years after the end of such employment relationship.

• 

A director who receives, or whose immediate family member receives, more than $100,000 per year in
direct compensation from us, other than director and committee fees and pension or other forms of
deferred compensation for prior service (provided such compensation is not contingent in any way on
continued service), is not independent until three years after he or she ceases to receive more than
$100,000 per year in such compensation.

• 

A director who is affiliated with or employed by, or whose immediate family member is affiliated with or
employed in a professional capacity by, a present or former internal or external auditor of the Company is
not independent until three years after the end of the affiliation or the employment or auditing
relationship.

• 

A director who is employed, or whose immediate family member is employed, as an executive officer of
another company where any of the our present executive officers serve on that company�s compensation
committee is not independent until three years after the end of such service or the employment
relationship.

• 

A director who is an executive officer or an employee, or whose immediate family member is an executive
officer, of a company that makes payments to, or receives payments from, the Company for property or
services in an amount which, in any single fiscal year, exceeds the greater of $1 million, or 2% of such
other company�s consolidated gross revenues, is not �independent� until three years after falling below such
threshold.

• 

The Board consults with the Company�s corporate counsel to ensure that the Board�s determinations are
consistent with all relevant securities and other laws and regulations regarding the definition of �independent,�
including those set forth in pertinent listing standards of the NYSE, as in effect from time to time.
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Do any independent directors have relationships with the Company that the Board of Directors
determined were not material?
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Mr. Graf is an Executive Vice President and Chief Financial officer of FedEx Corporation. In the normal course
of business, we use FedEx as an overnight courier. The Board of Directors concluded that this relationship is not
material and does not otherwise impair, or appear to impair, Mr. Graf�s independent judgment, and therefore does
not prevent him from being independent.

Mr. Horn was Chairman of the Board of Directors of First Tennessee National Corporation, (�FTNC�), now First
Horizon National Corporation, until December 2003 and was previously the President and Chief Executive Officer
of FTNC until 2002. We have a line of credit with a group of banks led by AmSouth Bank. First Tennessee Bank,
the principal banking subsidiary of FTNC, has committed approximately $17.5 million towards this line of credit.
We have also entered into interest rate swap agreements with First Tennessee Bank totaling a notional amount of
$75 million based on three-month LIBOR. Both the line of credit and the interest rate swap agreements were
entered into in the ordinary course of business on substantially the same terms, including interest rates and
collateral, as those prevailing at the time for comparable transactions between unrelated parties. Because of the
arm�s-length nature of the transaction, the Board of Directors concluded that these relationships are not material
and do not otherwise impair, or appear to impair, Mr. Horn�s independent judgment, and therefore do not prevent
him from being independent.

How many times did our Board of Directors meet last year?

The Board of Directors held eight meetings during 2005.

Did any of our directors attend fewer than 75% of the meetings of the Board of Directors and their
assigned committees?

All of the directors who were serving during the calendar year 2005 attended more than 75% of the meetings
of the Board of Directors and their assigned committees during the fiscal year.

Does our Board of Directors meet regularly without management present?

Our directors, excluding Messrs. Bolton and Wadsworth, regularly meet to promote open discussion among
the non-management directors. Mr. Cates presides over these executive sessions. The non-management directors
held three executive sessions during 2005.

Do our independent directors meet regularly without non-independent members?

Our directors, excluding Messrs. Bolton, Cates and Wadsworth, meet regularly to promote open discussion
among the independent directors. The directors share presidation over these sessions. The independent directors
held one executive session during 2005.

Do directors attend the annual meeting of shareholders?

The Company does not require its directors to attend its Annual Meeting of Shareholders, but the Board of
Directors encourages its members to attend. Messrs. Bolton, Cates, Graf, Grinalds, Flournoy (now retired),
Fogelman and Wadsworth attended the Annual Meeting of Shareholders held on May 19, 2005.

Does our Board of Directors have any standing committees?

We have three standing committees: Audit Committee, Compensation Committee, and Nominating and
Corporate Governance Committee. The members of each committee are independent, pursuant to the standards
set forth in our Governance Guidelines, the NYSE listing standards and applicable SEC rules.
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What does the Audit Committee do?

Edgar Filing: MID AMERICA APARTMENT COMMUNITIES INC - Form DEF 14A

9



The Audit Committee is responsible for:

appointing, determining the compensation of, and overseeing the work of the independent registered
public accounting firm;

• 

pre-approving all auditing services and permitted non-audit services, including the fees and terms
thereof, to be performed by the independent registered public accounting firm;

• 

reviewing and discussing with management and the independent registered public accounting firm the
annual audited and quarterly unaudited financials statements and our disclosure under �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� in our 10-Qs and 10-Ks;

• 

reviewing and discussing the adequacy and effectiveness of our systems of internal accounting and
financial controls;

• 

establishing procedures for the receipt, retention and treatment of complaints regarding accounting,
internal accounting controls or auditing matters and the confidential, anonymous submission by
employees of concerns regarding questionable accounting or auditing matters;

• 

reviewing the overall corporate �tone� for financial reports, controls, and ethical behavior;• 
reviewing with management and the independent registered public accounting firm our compliance with
the requirements for qualification as a REIT; and

• 

issuing a report annually as required by the SEC�s proxy solicitation rules.• 

Where can I find a copy of the Audit Committee Charter?

The Audit Committee Charter can be found on our website at http://www.maac.net in the Company Info and
Governance section on the Investor Relations page.

Who are the members of the Audit Committee?

The members of the Audit Committee are Messrs. Graf (Chairman), Grinalds, Starnes and Ms. McCormick.

How many meetings did the Audit Committee have last year?

The Audit Committee held nine meetings during 2005.

Does the Audit Committee have an Audit Committee Financial Expert?

The Board has determined that Mr. Graf and Ms. McCormick both meet the qualifications of an audit
committee financial expert as defined by applicable SEC rules.

What does the Compensation Committee do?

The Compensation Committee:

reviews and approves our compensation objectives;• 
reviews and approves the compensation programs, plans, and awards for executive officers;• 
acts as administrator as may be required for our equity-related incentive plans; and• 
issues a report annually related to executive compensation, as required by the SEC�s proxy solicitation
rules.

• 

Does the Compensation Committee have a charter?

The Compensation Committee Charter can be found at our corporate web site at http://www.maac.net in the
Company Info and Governance section on the Investor Relations page.
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Who are the members of the Compensation Committee?
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The Compensation Committee consists of Messrs. Horn (Chairman), Fogelman and Grinalds.

How many meetings did the Compensation Committee have last year?

The Compensation Committee held two meetings during 2005.

What does the Nominating and Corporate Governance Committee do?

The Nominating and Corporate Governance Committee:

provides assistance and oversight in identifying qualified candidates to serve as members of the Board of
Directors;

• 

reviews the qualification and performance of incumbent directors to determine whether to recommend
them as nominees for reelection;

• 

reviews and considers candidates for directors who may be suggested by any director or executive
officer, or by any shareholder if made in accordance with our charter, bylaws and applicable law; and

• 

recommends to the Board of Directors appropriate corporate governance principles that best serve the
practices and objectives of the Board of Directors.

• 

Does the Nominating and Corporate Governance Committee have a charter?

The Nominating and Corporate Governance Committee Charter can be found at our website at
http://www.maac.net in the Company Info and Governance section on the Investor Relations page.

Who are the members of the Nominating and Corporate Governance Committee?

The Nominating and Corporate Governance Committee consists of Messrs. Horn (Chairman), Fogelman and
Grinalds.

How many meetings did the Nominating and Corporate Governance Committee hold last year?

The Nominating and Corporate Governance Committee held three meetings during 2005.

How does the Board of Directors select director candidates?

Our charter divides the Board of Directors into three classes as nearly equal in number as possible, with each
class serving a term of three years. Our shareholders elect one class of directors at each annual meeting.

At the March 14, 2006, meeting of the Board of Directors, John F. Flournoy retired from the Board to pursue
other opportunities and the Board of Directors elected Ms. McCormick to serve as a Class I director until the
2006 Annual Meeting of Shareholders. Shareholders are being asked to elect Ms. McCormick to serve as a Class I
director until the 2007 Annual Meeting of Shareholders when that Class would normally be up for reelection.

Director Nomination Policy

It is the policy of the Nominating and Corporate Governance Committee to review and consider all candidates
for nomination and election as directors who may be suggested by any director or executive officer of the
Company. It is the Company�s policy to refer to its Nominating and Corporate Governance committee for
consideration any director candidate recommended by any shareholder who beneficially owns at least 1,000
shares of the Company�s outstanding common stock if made in accordance with the Company�s charter, bylaws
and applicable law.

We will consider for inclusion in our proxy materials for the 2007 Annual Meeting of Shareholders,
shareholder proposals that are received at our executive offices no later than December 14, 2006 and that comply
with all applicable requirements of Rule 14a-8 promulgated under the Securities Exchange Act of 1934. Proposals
must be sent to the Nominating and Corporate Governance Committee, Attention: Leslie B. C. Wolfgang,
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Corporate Secretary, Mid-America Apartment Communities, Inc., 6584 Poplar Ave., Ste. 300, Memphis, TN
38138.
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Shareholders wishing to submit proposals or director nominations that are not to be included in our proxy
materials must have given timely notice thereof in writing to our Corporate Secretary. To be timely for the 2007
Annual Meeting of Shareholders, you must notify our Corporate Secretary, in writing, no later than the close of
business on February 27, 2007. Any submission should include enough information about the proposed nominee
to make them identifiable by the committee and include the submitter�s name and the name their shares are held
in so that the status as a shareholder and the number of shares they own may be verified.

Minimum Director Qualifications

The Nominating and Corporate Governance Committee along with the Board of Directors is responsible for
determining the skills and characteristics that need to be met by each director and director nominee. In
determining director or director nominee qualifications, views of both the individual and the Board of Directors
as a whole shall be considered.

A director or director nominee�s knowledge and/or experience in areas such as, but not limited to, real estate
investing, REITs, management, leadership, public companies, equity and debt capital markets and financial
accounting are likely to be considered both in relation to the individual�s qualification to serve on our Board of
Directors and the needs of the Board as a whole.

The Board of Directors does not impose term limits but has adopted a retirement age of 70 after which a
director will not be nominated for election. While it is believed that a director�s knowledge and/or experience can
continue to provide benefit to the Board of Directors following a director�s retirement from their primary work
affiliation, it is recognized that a director�s knowledge of and involvement in ever changing business environments
can weaken and therefore their ability to continue to be an active contributor to the Board of Directors shall be
reviewed. Upon a director�s change in employment status they are required to notify the Chairman of the Board of
Directors and the Nominating and Corporate Governance Committee of such change and to offer their
resignation for review.

Other characteristics including, but not limited to, the director or director nominee�s material relationships
with the Company, time availability, service on other boards of directors and their committees, or any other
characteristics which may prove relevant at any given time as determined by the Nominating and Corporate
Governance Committee shall be reviewed for purposes of determining a director or director nominee�s
qualification.

Members of the Nominating and Corporate Governance Committee as well as other Board members and
members of executive management may meet with directors or director nominees for purposes of determining
their qualification.

What are directors paid?

Directors who are our employees do not receive additional remuneration for serving as directors. Beginning in
2005, each non-employee director receives $26,000 annually for serving on the Board of Directors. To
compensate for their additional duties, the Audit Committee chairman receives an additional $15,000 annually,
and other committee chairmen receive an additional $5,500 annually. Directors also receive $1,000 for attending
a meeting of the Board of Directors or a committee meeting not held in conjunction with a Board of Directors
meeting in person and $500 for attending a meeting of the Board of Directors or a committee meeting not held in
conjunction with a Board meeting by telephone. In accordance with the Company�s Non-Qualified Deferred
Compensation Plan For Outside Company Directors, the directors have the option of having phantom stock issued
into a deferred compensation account in lieu of cash. This stock is then issued in two annual installments either in
shares of the Company�s common stock or in cash upon the director�s retirement from the Board.
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Beginning in 2005, non-employee directors also receive $75,000 worth of shares of restricted stock in the
Company. The shares of restricted stock are granted upon each director�s reelection to the Board of Directors.
The shares of restricted stock are issued through the Company�s 2004 Stock Plan and vest in three equal annual
installments at the end of each of the director�s years of service. To begin the program, those directors who were
not up for reelection at the 2005 Annual Meeting of Shareholders received a pro-rata grant of shares of restricted
stock based upon the years of service remaining in their current term. Directors added to the Board mid-term
receive a pro-rata

9

grant of restricted stock based on the amount of time until the next Annual Meeting of Shareholders at which
time they receive a grant of restricted stock to encompass both any partial term left in their Class as well as the
next full term of their Class.

Do the directors receive stock options?

While directors were eligible to receive stock options under the Company�s Amended and Restated 1994
Restricted Stock and Stock Option Plan and are eligible to receive stock options under the Company�s 2004 Stock
Plan, no stock options have been granted to the non-management directors of the Board of Directors since 1998.

Can I communicate directly with the Board of Directors?

Yes. Shareholders may communicate in writing with our Board of Directors, any of its committees, its
non-management directors, or any individual director by using the following address:

ATTN: Corporate Secretary
Mid-America Apartment Communities, Inc.
6584 Poplar Ave., Ste. 300
Memphis, TN 38138

All letters addressed to the Board of Directors or its committees will be forwarded unopened to the
appropriate chairman. Letters addressed to the non-management directors will be forwarded unopened to the
lead director of that group. Letters addressed to individual directors will be forwarded unopened to the
addressee.

Does the Company have a Code of Ethics?

The Company�s Board of Directors has adopted a Code of Business Conduct and Ethics applicable to the
Company�s executive officers, including the Chief Executive Officer and Chief Financial Officer. The Code of
Business Conduct and Ethics is available on our website at http://www.maac.net in the Company Info and
Governance section of the Investor Relations page. We intend to post amendments to or waivers from our Code of
Business Conduct and Ethics (to the extent applicable to our chief executive officer, principal financial officer or
principal accounting officer) at this location on our website.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

GENERAL POLICY

All transactions involving related parties must be approved by a majority of the disinterested members of the
Board of Directors.

INDEBTEDNESS OF MANAGEMENT TO THE COMPANY

In 1997, 1998, and 2000 we sold shares of common stock and limited partnership units in Mid-America
Apartments, L.P. to certain employees pursuant to a Leadership Employee Stock Ownership Program (�LESOP�).
Under the LESOP, shares of common stock and limited partnership units were sold to employees at market
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prices, with 15% of the sale price bonused to the employee over a five-year period.

Mr. Cates purchased a total of 175,000 shares pursuant to this program at an aggregate purchase price of
$4,496,500. Roughly 85% of this amount, or $3,822,063 was funded by personal loans obtained by Mr. Cates, and
the balance, $674,437, was funded by the Company�s LESOP bonus program over a five-year period.

Mr. Bolton purchased a total of 110,000 limited partnership units pursuant to this program at an aggregate
purchase price of $2,966,500. Roughly 85% of this amount, or $2,521,563 was funded by personal loans obtained
by Mr. Bolton, and the balance, $444,937 was funded by the Company�s LESOP bonus program over a five-year
period.

10

Mr. Wadsworth purchased a total of 100,000 shares and limited partnership units pursuant to this program at
an aggregate purchase price of $2,706,500. Roughly 85% of this amount, or $2,300,563 was funded by personal
loans obtained by Mr. Wadsworth, and the balance, $405,937 was funded by the Company�s LESOP bonus
program over a five-year period.

In April 2002 the Company entered into duplicate LESOP bonus programs to the existing common stock and
limited partnership unit sales. These agreements took effect immediately following the conclusion of the first
agreements, have the same form and terms of the original agreements, and effectively raise the total LESOP
bonus amount to 30% of the original sale price.

The employees of the Company listed in the table below are indebted to the Company pursuant to such
promissory notes for shares of common stock and limited partnership units acquired under the LESOP, which
amounts are bonused to them over a five-year period. The table indicates the largest amount of the indebtedness
outstanding during fiscal year 2005 and the amount outstanding at February 28, 2006. Such indebtedness bears
interest at rates ranging from 5.59% to 6.49% per annum.

Maximum
Indebtedness Indebtedness at

During 2005
February 28,

2006
George E. Cates (1) $ 415,593.75 $ 415,593.75
H. Eric Bolton, Jr. 309,150.00 220,162.50
Simon R. C. Wadsworth 285,750.00 204,562.50
Total executive officers $ 1,010,493.75 $ 840,318.75

____________________

(1) George E. Cates was not an executive officer of the Company during 2005, but is shown here as a
participant in the LESOP program as a result of his former executive status with the Company.

PROPOSALS NO. 1
ELECTION OF DIRECTORS

The Board of Directors proposes that the following Class III nominees, all of whom are currently serving as
directors, be reelected for a new term of three years and until their successors are duly elected and qualified and
that the following Class I nominee, who is currently serving as a director, be elected for a term of one year and
until her successor is duly elected and qualified. We have no reason to believe that any nominee for Director will
not agree or be available to serve as a Director if elected. However, should any nominee become unable or
unwilling to serve, the proxies may be voted for a substitute nominee or to allow the vacancy to remain open until
filled by our Board of Directors. The presence of a quorum at the Annual Meeting, either in person or by written
proxy, and the affirmative vote of a plurality of the votes cast at the meeting are necessary to elect a nominee as
a director.
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Information regarding each of the nominees for director is set forth below. Directors� ages are given as of the
date of this Proxy Statement.

NOMINEES FOR ELECTION

Class III

Terms will expire at the 2009 Annual Meeting

George E. Cates

Mr. Cates, age 68, has served as a director since 1994 and served as Chairman of the Board of Directors from
the time of its initial public offering in February 1994 until September 2002. Mr. Cates served as our President
and Chief Executive Officer from February 1994 until his planned retirement in October 2001. Mr. Cates was
President and Chief Executive Officer of The Cates Company from 1977 until its merger with us in February
1994. Committees: None

11

John S. Grinalds

General Grinalds, age 68, has served as a director since November 1997. General Grinalds served as the
President of The Citadel from 1997 until August 2005. Prior to assuming the presidency of The Citadel, General
Grinalds was the headmaster of Woodberry Forest School. From 1989 to 1991, General Grinalds held the rank of
Major General in the United states Marine Corp. In June 2006, General Grinalds will become the head of the
Porter-Gaud School in Charleston, South Carolina. General Grinalds is also a director of Carolina First Bank.
Committees: Audit, Compensation, Nominating and Corporate Governance

Simon R. C. Wadsworth

Mr. Wadsworth, age 58, has been Executive Vice President, Chief Financial Officer and a director since joining
the Company in March 1994. Mr. Wadsworth owned a distribution company from 1982 until its successful sale in
1993 and prior to that served as Director of Mergers and Acquisitions for Holiday Inns, Inc. Committees: None

Class I Director

Term will expire at the 2007 Annual Meeting

Mary E. McCormick

Mrs. McCormick, age 48, has served as a director since March 2006. Ms. McCormick served the Ohio Public
Employees Retirement System from 1989 through 2005, most recently directing real estate investments and
overseeing an internally managed REIT portfolio. Ms. McCormick has held a number of leadership positions on a
variety of national and regional real estate associations. Ms. McCormick also serves as a director for EastGroup
Properties, Inc. Committees: Audit

The affirmative vote of a plurality of the votes cast at the Annual Meeting, in person or by proxy, is required to
elect the nominees as directors.

The Board of Directors recommends a vote �FOR� each of the four director nominees

INCUMBENT DIRECTORS

Class I Directors

Terms will expire at the 2007 Annual Meeting
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Robert F. Fogelman

Mr. Fogelman, age 70, has served as a director since July 1994 and has been the President of Fogelman
Investment Company, a privately owned investment firm, for more than nine years. Committees: Compensation,
Nominating and Corporate Governance

Michael S. Starnes

Mr. Starnes, age 61, has served as a director since July 1998. Mr. Starnes founded M.S. Carriers, Inc., a
truckload transportation and logistics company, in 1978 and served as Chairman and Chief Executive Officer until
its merger with Swift Transportation Co., Inc. in June 2001. Mr. Starnes served as President of M.S. Carriers, a
subsidiary of Swift Transportation Co., Inc. from June 2001 until his planned retirement in June 2004. Mr. Starnes
is also a director of Regions Financial Corporation. Committees: Audit

12

Class II Directors

Terms will expire at the 2008 Annual Meeting

H. Eric Bolton, Jr.

Mr. Bolton, age 49, has served as a director since February 1997. Mr. Bolton is our Chairman of the Board of
Directors, President and Chief Executive Officer. Mr. Bolton joined us in 1994 as Vice President of Development
and was named Chief Operating Officer in February 1996 and promoted to President in December 1996. Mr.
Bolton assumed the position of Chief Executive Officer following the planned retirement of George E. Cates in
October 2001 and became Chairman of the Board in September 2002. Mr. Bolton was with Trammell Crow
Company for more than five years, and prior to joining us was Executive Vice President and Chief Financial
Officer of Trammell Crow Realty Advisors. Committees: None

Alan B. Graf, Jr.

Mr. Graf, age 52, has served as a director since June 2002. Mr. Graf is the Executive Vice President and Chief
Financial Officer of FedEx Corporation, a position he has held since 1998 and is a member of FedEx Corporation�s
Executive Committee. Prior to that time, Mr. Graf was Executive Vice President and Chief Financial Officer for
FedEx Express, FedEx�s predecessor, from 1991 to 1998. Mr. Graf joined FedEx in 1980. Mr. Graf is also a
director for NIKE Inc. and Methodist Hospitals. Committees: Audit (Chairman)

Ralph Horn

Mr. Horn, age 65, has served as a director since April 1998. Mr. Horn was elected President, Chief Operating
Officer, and a director of First Tennessee National Corporation (�FTNC�), now First Horizon National Corporation,
in July 1991 and Chief Executive Officer in April 1994. Mr. Horn was elected Chairman of the Board of FTNC in
January 1996. Mr. Horn served as Chief Executive Officer and President of FTNC until July 2002, and as
Chairman of the Board through December 2003. Mr. Horn is also a director of Harrah�s Entertainment, Inc.,
Gaylord Entertainment Corporation and The Church Health Center. Committees: Compensation (Chairman),
Nominating and Corporate Governance (Chairman)

STOCK OWNERSHIP

SECURITY OWNERSHIP OF MANAGEMENT

The following table sets forth the beneficial ownership of our common stock as of February 28, 2006 by (i)
each director, (ii) each director nominee, (iii) each executive officer named in the Summary Compensation Table,
and (iv) all directors, nominees and executive officers as a group. Except as otherwise indicated, the address of
each officer, director and/or nominee listed below is c/o 6584 Poplar Avenue, Suite 300, Memphis, Tennessee
38138.
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Amount and Nature of Percent of
Name of Beneficial Owner Beneficial Ownership Class (1)

George E. Cates** 816,779 (2) 3.48 %
Robert F. Fogelman 605,342 (3) 2.58 %
Simon R. C. Wadsworth** 180,525 (4) *
H. Eric Bolton, Jr. 148,803 (5) *
Ralph Horn 45,813 (6) *
Michael S. Starnes 14,608 (7) *
John S. Grinalds** 13,434 (8) *
Alan B. Graf, Jr. 11,570 (9) *
Mary Beth McCormick** � *
All Directors, Nominees and Executive Officers as a group (9 Persons) 1,836,874 7.83 %
____________________

(1) Based on 22,339,751 shares of common stock outstanding on February 28, 2006, plus 972,125 shares of
common stock issuable in exchange for limited partnership units and 147,597 shares issuable upon
exercise of options exercisable within 60 days of February 28, 2006, that was held by the listed individuals
as a group. With
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respect to each listed person (and all listed persons, as a group), the
beneficial ownership of such person or group includes the number of
shares of common stock issuable to such person or group in exchange for
limited partnership units plus the number of shares of common stock
issuable to such person or group in respect to options exercisable within
60 days of February 28, 2006. Except as indicated in the footnotes to this
table, each listed person possesses sole voting and investment power with
respect to all shares of common stock shown as owned by such person.

(2) Includes 334,567 shares owned directly by Mr. Cates, as to 291,233 of
which Mr. Cates has sole voting power and as to 43,334 of which Mr.
Cates has shared voting power, (6,976 shares held by Mr. Cates through
an individual retirement account, 23,334 shares Mr. Cates owns in a joint
account with his wife, and 13,024 shares owned in a Keough plan);
201,233 shares that Mr. Cates has the current right to acquire upon
redemption of limited partnership units; 142,597 shares that Mr. Cates
has the right to acquire upon the exercise of options that are exercisable
within 60 days of February 28, 2006; and 2,722 shares held in a deferred
compensation account. Also includes 10,519 shares and 38,203 limited
partnership units owned by Mr. Cates� wife and 86,938 shares owned by
Staland Investments, L.P., over which Mr. Cates exercises no voting or
investment power.

(3) Includes 1,228 shares Mr. Fogelman owns directly; 22,500 shares held by
Romar Partnership as to which Mr. Fogelman shares voting and
investment power; 570,500 shares that Mr. Fogelman has the current
right to acquire upon redemption of limited partnership units; 3,000
shares that Mr. Fogelman has the right to acquire upon the exercise of
options that are exercisable within 60 days of February 28, 2006; and
8,114 shares held in a deferred compensation account.

(4) Includes 124,396 shares owned directly by Mr. Wadsworth, as to 93,950
of which Mr. Wadsworth has sole voting power and as to 11,795 of which
Mr. Wadsworth has shared voting power and 18,651 shares held by Mr.
Wadsworth through an individual retirement account; 3,941 shares
attributed to Mr. Wadsworth in the Company�s Employee Stock Ownership
Plan; and 52,188 shares that Mr. Wadsworth has the right to acquire upon
redemption of limited partnership units.
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(5) Includes 34,878 shares owned directly by Mr. Bolton, as to 27,239 of
which Mr. Bolton has sole voting power and as to 7,639 of which Mr.
Bolton has shared voting power; 110,000 shares that Mr. Bolton has the
current right to acquire upon redemption of limited partnership units, and
3,925 shares attributed to Mr. Bolton in the Company�s Employee Stock
Ownership Plan.

(6) Includes 33,842 shares owned directly by Mr. Horn; 1,000 shares that Mr.
Horn has the right to acquire upon the exercise of options that are
exercisable within 60 days of February 28, 2006; and 10,971 shares held
in a deferred compensation account.

(7) Includes 4,228 shares owned directly by Mr. Starnes; 1,000 shares that
Mr. Starnes has the right to acquire upon the exercise of options that are
exercisable within 60 days of February 28, 2006; and 9,380 shares held in
a deferred compensation account.

(8) Includes 2,046 shares owned directly by General Grinalds; 678 shares
held by General Grinalds through an individual retirement account; 471
shares held in a trust; 9,672 shares held in a deferred compensation
account; and 567 shares owned by General Grinalds� wife.

(9) Includes 5,842 shares owned directly by Mr. Graf; and 5,728 shares held
in a deferred compensation account.

* Represents less than 1% of total.

** Director Nominee.
14

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth information as of December 31, 2005, regarding each person known to the
Company to be the beneficial owner of more than five percent of its common stock:

Amount and
Nature of Percent of

Name and Address of Beneficial Owner
Beneficial
Ownership Class (1)

Cohen & Steers, Inc.(2) 1,576,386 6.79%
280 Park Avenue, 10th Floor
New York, NY 10017

ING Groep N.V.(3) 1,492,800 6.43%
Amstelveenseweg 500
1081 KL Amsterdam
The Netherlands

JPMorgan Chase & Co.(4) 1,398,773 6.02%
270 Park Avenue
New York, NY 10017

____________________

(1) Based on 22,048,372 shares of common stock outstanding on
December 31, 2005, plus 972,125 shares of common stock issuable
in exchange for common limited partnership units of limited
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partnership interest in Mid-America Apartments, L.P. and upon
exercise of 196,647 options exercisable within 60 days of December
31, 2005 that were held by all directors, director nominees and
executive officers named in the Summary Compensation Table.

(2) The indicated ownership is based solely on a Schedule 13G filed with
the SEC by the beneficial owner. The Schedule 13G indicates that
this entity has sole power to vote or to direct the vote for 1,576,386
shares and sole power to dispose or to direct the disposition of
1,576,386 shares.

(3) The indicated ownership is based solely on a Schedule 13G filed with
the SEC by the beneficial owner. The Schedule 13G indicates that
this entity has sole power to vote or to direct the vote for 1,492,800
shares and sole power to dispose or to direct the disposition of
1,492,800 shares.

(4) The indicated ownership is based solely on a Schedule 13G filed with
the SEC by the beneficial owner. The Schedule 13G indicates that
this entity has sole power to vote or to direct the vote for 940,255
shares, shared power to vote or to direct the vote for 0 shares, sole
power to dispose or to direct the disposition of 1,378,873 shares and
shared power to dispose or to direct the disposition of 5,000 shares.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), requires the Company�s
directors and executive officers file with the Commission initial reports of ownership and reports of changes in
ownership of the Company�s common stock and furnish the Company with copies of all forms filed.

To the Company�s knowledge, based solely on review of the copies of such reports furnished to the Company
and representations that no other reports were required, during the past fiscal year all Section 16(a) filing
requirements applicable to the Company�s directors and executive officers were completed on a timely basis.

EXECUTIVE OFFICERS

The following served as the executive officers of the Company in 2005:

H. ERIC BOLTON, JR.

Mr. Bolton, age 49, is our President, Chief Executive Officer and Chairman of the Board of Directors. Mr.
Bolton joined us in 1994 as Vice President of Development and was named Chief Operating Officer in February
1996 and promoted to President in December 1996. Mr. Bolton assumed the position of Chief Executive Officer
following
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the planned retirement of George E. Cates in October 2001 and became Chairman of the Board in September
2002. Mr. Bolton was with Trammell Crow Company for more than five years, and prior to joining us was
Executive Vice President and Chief Financial Officer of Trammell Crow Realty Advisors.

SIMON R. C. WADSWORTH

Mr. Wadsworth, age 58, has been Executive Vice President, Chief Financial Officer and a director since joining
the Company in March 1994. Mr. Wadsworth owned a distribution company from 1982 until its successful sale in
1993 and prior to that served as Director of Mergers and Acquisitions for Holiday Inns, Inc.

EXECUTIVE COMPENSATION

Edgar Filing: MID AMERICA APARTMENT COMMUNITIES INC - Form DEF 14A

19



SUMMARY COMPENSATION TABLE

The following table sets forth information concerning total compensation earned or paid to our Chief Executive
Officer and certain other of our executive officers for services rendered to us.

Annual Compensation Long-Term Compensation
Awards

Other Securities
Annual Restricted Underlying

Compensation Stock Options/
Name and Position Year Salary Bonus (1) Awards (6) SARs

H. Eric Bolton, Jr. 2005 $ 367,296 $ 739,628 $ 118,138 (2) $ 2,179,445(5) �
Chairman, President and 2004 $ 369,219 $ 359,300 $ 123,593 (2) $ 206,283(4) �
Chief Executive Officer 2003 $ 334,615 $ 260,050 $ 116,620 (2) � �

Simon R. C. Wadsworth 2005 $ 234,500 $ 482,540 $ 112,423 (3) $ 1,452,963(5) �
Executive Vice President, 2004 $ 241,235 $ 234,500 $ 115,403 (3) $ 134,519(4) �
Chief Financial Officer 2003 $ 222,692 $ 170,050 $ 102,932 (3) � �
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 2005, 2004 and 2003 were each $88,987.50. The Company
matches to Mr. Bolton�s deferred compensation account were
$10,606, $10,665, and $10,087 for 2005, 2004 and 2003,
respectively.

(3) Mr. Wadsworth�s offsets of indebtedness related to the Company�s
LESOP in 2005, 2004 and 2003 were each $81,187.50. The Company
matches to Mr. Wadsworth�s deferred compensation account were
$14,209, $12,299, and $6,730 for 2005, 2004 and 2003, respectively.

(4) Mr. Bolton�s and Mr. Wadsworth�s restricted stock issuances of 5,358
and 3,494 shares, respectively, were made under the Company�s
2004 Stock Plan. The restricted stock issuances were made in 2005
for work performed in 2004. The shares will vest in two equal annual
amounts in 2006 and 2007. Dividends will be paid on the full amount
of restricted stock issued from the day of issuance.

(5) Mr. Bolton�s and Mr. Wadsworth�s restricted stock issuances of
44,937 and 29,958 shares, respectively, were made pursuant to the
Long-Term Performance Based Incentive Compensation Plan under
the Company�s 2004 Stock Plan. The restricted stock issuances were
earned as of December 31, 2005, pending Compensation Committee
approval and the shares were issued in 2006. Depending upon the
executive officers continued employment with the Company, the
shares will vest 20% annually from 2006 through 2010. Dividends
will be paid on the full amount of restricted stock issued from the
day of issuance.

16

Edgar Filing: MID AMERICA APARTMENT COMMUNITIES INC - Form DEF 14A

20



(6) Restricted Stock Awards column shows fair market value of shares awarded as of the date of grant. Shares
of restricted stock are eligible to receive dividends, if any are paid. The number and value of the aggregate
restricted stock, based on the closing market price of the common stock on December 30, 2005 of $48.50,
are as follows:

 Number of 
Name Shares Value

H. Eric Bolton, Jr. 50,295 $ 2,439,307.50
Simon R. C. Wadsworth 33,452 $ 1,622,422.00

OPTION/SAR GRANTS IN LAST FISCAL YEAR

No options or stock appreciation rights were granted to executive officers during the year ended December
31, 2005.

2005 AGGREGATED OPTION EXERCISES AND FISCAL YEAR-END OPTION VALUES

The following table provides information on options held by executive officers through December 31, 2005,
and the value of each of their unexercised options at December 31, 2005.

Number of
Securities

Underlying

Value
of

Unexercised
Unexercised In-The-Money

Exercised Options Options/SARs at
Options/SARs

at

Shares   December 31, 2005 

December
31,

2005
(2)

Acquired Value Exercisable/ Exercisable/
Name on Exercise Realized (1) Unexercisble Unexercisble

H. Eric
Bolton,
Jr. 98,699  $  1,399,980 penalty of $50,000 and a monthly payment of $2,500 for five years. In 1990, United States Steel and the PaDER reached agreement to amend the Consent Order. Under the amended Order, United States Steel agreed to remediate the Peters Creek Lagoon (a former coke plant waste disposal site); to pay a penalty of $300,000; and to pay a monthly penalty of up to $1,500 each month until the former disposal site is closed. Remediation costs have amounted to $9.9 million with another $1.1 million presently projected to complete the project. Fairless Works In January 1992, United States Steel commenced negotiations with the EPA regarding the terms of an Administrative Order on consent, pursuant to the RCRA, under which United States Steel would perform a RFI and a CMS at Fairless Works. A Phase I RFI report was submitted during the third quarter of 1997. A Phase II/III RFI will be submitted following EPA approval of the Phase I report. The RFI/CMS will determine whether there is a need for, and the scope of, any remedial activities at Fairless Works. Fairfield Works In December 1995, United States Steel reached an agreement in principle with the EPA and the DOJ with respect to alleged RCRA violations at Fairfield Works. A consent decree was signed by United States Steel, the EPA and the DOJ and filed with the court on December 11, 1997, under which United States Steel will pay a civil penalty of $1 million, implement two SEPs costing a total of $1.75 million and implement a RCRA corrective action at the facility. One SEP was completed during 1998 at a cost of $250,000. The second SEP is under way. As of February 22, 2000, the Alabama Department of Environmental Management assumed primary responsibility for regulation and oversight of the RCRA corrective action program at Fairfield Works, with the approval of the EPA. The first RFI work plan for the site was submitted for agency approval in the first quarter of 2001. S-28 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS On December 31, 2001, in a tax-free transaction, Marathon Oil Corporation ("Marathon"), formerly USX Corporation, converted each share of its USX-U. S. Steel Group class of common stock ("Steel Stock") into the right to receive one share of United States Steel Corporation common stock ("Separation"). The net assets of United States Steel on December 31, 2001 were approximately the same as the net assets attributable to Steel Stock at the time of the Separation, except for a value transfer of $900 million in the form of additional net debt and other financings retained by Marathon. During the last six months of 2001, United States Steel completed a number of financings so that, upon the Separation, the net debt and other financings of United States Steel on a stand-alone basis were approximately equal to the net debt and other financings attributable to the Steel Stock less the value transfer and the tax settlement with Marathon. For a description of the Separation, see "Business." United States Steel's Domestic Steel segment is engaged in the production, sale and transportation of steel mill products, coke, taconite pellets and coal; the management of mineral resources; real estate development; and engineering and consulting services. The U. S. Steel Kosice ("USSK") segment, primarily located in the Slovak Republic, produces and sells steel mill products and coke mainly for the Central European market. Certain business activities are conducted through joint ventures and partially owned companies, such as USS-POSCO Industries LLC ("USS-POSCO"), PRO-TEC Coating Company ("PRO-TEC"), Clairton 1314B Partnership L.P. and Rannila Kosice, s.r.o. Management's Discussion and Analysis should be read in conjunction with United States Steel's Financial Statements and Notes to Financial Statements. On March 1, 2001, United States Steel completed the purchase of the tin mill products business of LTV Corporation ("LTV"), which is now operated as East Chicago Tin. In this noncash transaction, United States Steel assumed approximately $66 million of employee related obligations from LTV. The acquisition was accounted for using the purchase method of accounting. Results of operations for the year 2001 include the operations of East Chicago Tin from the date of acquisition. In the fourth quarter of 2001, United States Steel recorded an intangible asset impairment of $20 million, related to the five-year agreement for LTV to supply United States Steel with pickled hot bands entered into in conjunction with the acquisition of LTV's tin mill products business. This impairment was recorded because LTV permanently ceased operations at their plants during the quarter pursuant to a bankruptcy court order. On March 23, 2001, Transtar, Inc. ("Transtar") completed a reorganization with its two voting shareholders, United States Steel and Transtar Holdings, L.P. ("Holdings"), an affiliate of Blackstone Capital Partners L.P. As a result of this transaction, United States Steel became sole owner of Transtar and certain of its subsidiaries, including several rail and barge operations. Holdings became owner of the other subsidiaries of Transtar. Because the reorganization involved the sale of certain subsidiaries to Holdings, a noncontrolling shareholder, Transtar recorded a gain by comparing the carrying value of the businesses sold to their fair value. United States Steel's share of the gain recognized by Transtar was $68 million, which is included in income (loss) from investees. Concurrently, United States Steel accounted for the change in ownership of Transtar using the step-acquisition purchase method of accounting. Also, in connection with this transaction, United States Steel recognized a favorable deferred tax adjustment of $33 million related to its investment in the stock of Transtar that was no longer required when United States Steel acquired 100 percent of Transtar. United States Steel previously accounted for its investment in Transtar under the equity method of accounting. Transtar provides rail and barge transportation services to a number of United States Steel's facilities as well as other customers in the steel, chemicals and forest products industries. Certain sections of Management's Discussion and Analysis include forward-looking statements concerning trends or events potentially affecting the businesses of United States Steel. These statements typically contain words such as "anticipates," "believes," "estimates," "expects" or similar words indicating that future outcomes are not known with certainty and are subject to risk factors that could cause these outcomes to differ significantly from those projected. In accordance with "safe harbor" provisions of the Private Securities Litigation Reform Act of 1995, these statements are accompanied by cautionary language S-29 identifying important factors, though not necessarily all such factors, that could cause future outcomes to differ materially from those set forth in forward-looking statements. For additional risk factors affecting the businesses of United States Steel, see "Risk Factors" beginning on page 2 of the Prospectus. CRITICAL ACCOUNTING POLICIES AND ESTIMATES Management's discussion and analysis of its financial condition and results of operations are based upon United States Steel's financial statements, which have been prepared in accordance with accounting standards generally accepted in the United States of America. The preparation of these financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at year-end, and the reported amount of revenues and expenses during the year. Management regularly evaluates these estimates, including those related to the carrying value of property, plant and equipment, valuation allowances for receivables, inventories and deferred income tax assets; liabilities for deferred income taxes, potential tax deficiencies, environmental obligations, potential litigation claims and settlements; and assets and obligations related to employee benefits. Management estimates are based on historical experience and various other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Accordingly, actual results may differ materially from current expectations under different assumptions or conditions. Management believes that the following critical accounting policies affect the more significant judgments and estimates used in the preparation of the financial statements. Depreciation -- United States Steel records depreciation primarily using a modified straight-line method based upon estimated lives of assets and production levels. The modification factors for domestic steel producing assets range from a minimum of 85% at a production level below 81% of capability, to a maximum of 105% for a 100% production level. No modification is made at the 95% production level, considered the normal long-range level. Depreciation charges for 2001, 2000 and 1999 were 85%, 94% and 99%, respectively, of straight-line depreciation based on production levels for each of the years. For certain equipment related to railroad operations, depreciation is recorded on the straight-line method, utilizing a composite or grouped approach, based on estimated lives of assets. Asset Impairments -- United States Steel evaluates the impairment of its property, plant and equipment on an individual asset basis or by logical groupings of assets. Asset impairments are recognized when the carrying value of those productive assets exceed their aggregate projected undiscounted cash flows. If future demand and market conditions are less favorable than those projected by management, additional asset write-downs may be required. Allowances for Doubtful Accounts -- United States Steel maintains allowances for doubtful accounts for estimated losses resulting from the inability of customers to make required payments. If the 
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