
BASSETT FURNITURE INDUSTRIES, INCORPORATED 

Bassett, Virginia 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

TO BE HELD MARCH 10, 2021  

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Bassett Furniture Industries, 
Incorporated (the “Company”), will be held on Wednesday, March 10, 2021, at 10:00 a.m., local time (the “Annual 
Meeting”). This year, in light of the impact of the COVID-19 pandemic, we will conduct our Annual Meeting in a 
virtual format, via live audio webcast. You can access the Annual Meeting by visiting 
https://web.lumiagm.com/201995786 (password: bassett2021!).  To participate in the Annual Meeting, you will 
need the 16-digit control number included on your Notice of Internet Availability of Proxy Materials or on your 
proxy card or obtained in the manner prescribed by your nominee. We encourage you to access the meeting prior to 
the start time to allow time for check in. Please note that there is no in-person Annual Meeting for you to attend. If 
you experience technical difficulties during the check-in process or during the meeting, please contact 
https://go.lumiglobal.com/faq for assistance. If your shares are not registered in your own name and you plan to vote 
online and ask questions during the annual meeting, you must contact your broker or nominee in whose name your 
shares are registered to obtain a legal proxy. 

The Annual Meeting will be held for the purpose of considering and acting upon the following: 
1. To elect each of the eight director nominees named in this proxy statement for a one-year term or until 

his or her successor is duly elected and qualified. 
2. A proposal to ratify the selection of Ernst & Young LLP as its independent registered public accounting 

firm for the fiscal year ending November 27, 2021. 
3. To consider and act on an advisory vote regarding the approval of compensation paid to certain 

executive officers (“say-on-pay”). 
4. A proposal to approve the Company’s 2021 Stock Incentive Plan. 
5.  Any and all other matters that may properly come before the meeting or any adjournment thereof. 

The Board of Directors has fixed the close of business on January 20, 2021 as the record date for determining 
the stockholders entitled to notice of and to vote at the meeting and any adjournment thereof, and only holders of 
Common Stock of the Company of record at such date will be entitled to notice of or to vote at the meeting. 

YOUR VOTE IS VERY IMPORTANT TO US. REGARDLESS OF WHETHER YOU PLAN TO 
ATTEND THE MEETING, PLEASE ACT PROMPTLY TO VOTE YOUR SHARES BY RETURNING 
THE ENCLOSED PROXY, DATED AND SIGNED. THE PROXY MAY BE REVOKED BY YOU AT ANY 
TIME BEFORE IT IS EXERCISED AND WILL NOT BE EXERCISED IF YOU ATTEND THE VIRTUAL 
MEETING AND VOTE VIRTUALLY AT THE MEETING. 
 

 

By Order of the Board of Directors 
 
Robert H. Spilman, Jr. 
Chairman and Chief Executive Officer 

Bassett, Virginia 
February 8, 2021 

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR 
THE 2021 ANNUAL MEETING OF STOCKHOLDERS TO BE HELD MARCH 10, 2021 

The Company’s Proxy Statement for the 2021 Annual Meeting of Stockholders and the Annual Report 
for the fiscal year ended November 28, 2020 are available at http://investors.bassettfurniture.com.



   

BASSETT FURNITURE INDUSTRIES, INCORPORATED 

3525 Fairystone Park Highway, Bassett, Virginia 24055 

PROXY STATEMENT 

General 
This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of 

proxies to be used at the Annual Meeting of Stockholders of Bassett Furniture Industries, Incorporated (the 
“Company” or “Bassett”) to be held at 10:00 a.m., local time, on Wednesday, March 10, 2021. This year, in 
light of the COVID-19 pandemic, we will conduct our annual meeting in a virtual format, via live audio 
webcast at https://web.lumiagm.com/201995786. During the virtual meeting, stockholders of record or 
street holders who have obtained a legal proxy from their broker or nominee will be able to vote shares 
electronically and submit appropriate questions online during the annual meeting and the Company will 
answer questions, subject to time constraints. Questions relevant to meeting matters that the Company does 
not have time to answer during the meeting will be responded to in writing. This Proxy Statement and 
accompanying proxy are being sent to the stockholders of the Company on or about February 8, 2021. 

The Company’s directors, officers and employees may solicit proxies in person or by telephone, e-
mail, or other means for no additional compensation. Brokers, dealers, banks or voting trustees, or their 
nominees, who hold stock in their names for others or hold stock for others who have the right to give 
voting instructions, will be asked to forward proxy materials to their principals and request authority for the 
execution of the proxy. The Company will reimburse such institutions for their reasonable expenses in so 
doing. The total cost of soliciting proxies will be borne by the Company. 

Any stockholder of record may revoke his or her proxy before it is exercised by (1) sending written 
notice to Jay R. Hervey, Vice President, Secretary and General Counsel, Bassett Furniture Industries, 
Incorporated, Post Office Box 626, Bassett, Virginia 24055, (2) timely delivering a valid, later-dated proxy 
or (3) by voting electronically at the meeting. Any beneficial owner of common stock may revoke his or 
her proxy before it is exercised by contacting his or her bank, broker or other stockholder of record and 
submitting revised voting instructions. Proxies received by the Company that are in proper form will be 
voted as set forth on the proxy at the meeting or any adjournment of the meeting. If your shares are held in 
street name with your broker or by a nominee, you may not vote your shares electronically or ask questions 
at the virtual meeting unless you obtain a legal proxy from your broker or nominee who is the stockholder 
of record with respect to your shares.  

The only matters to be considered at the meeting, so far as known to the Board of Directors, are the 
matters set forth in the Notice of Annual Meeting of Stockholders, and routine matters incidental to the 
conduct of the meeting. However, if any other matters should come before the meeting or any adjournment 
thereof, it is the intention of the persons named in the accompanying form of proxy, or their substitutes, to 
vote said proxy in accordance with their judgment on such matters. 

Stockholders present or represented, via webcast or by proxy, and entitled to vote on a matter at the 
meeting, or any adjournment thereof will be entitled to one vote on such matter for each share of Common 
Stock, par value $5.00 per share, of the Company (the “common stock”) held by them of record at the close 
of business on January 20, 2021, which is the record date for determining the stockholders entitled to notice 
of and to vote at such meeting or any adjournment thereof. The number of shares of common stock of the 
Company outstanding on January 20, 2021, was 9,949,008. When voting is properly authorized over the 
Internet, electronically at the meeting or proxy cards are properly dated, executed and returned, the 
Common Stock will be voted in accordance with the instructions of the stockholder.  

If you hold your shares in street name through a brokerage account, your broker may or may not vote 
your shares in its discretion depending on the proposals before the meeting in the absence of your voting 
instructions. Under the NASDAQ Stock Market (“NASDAQ”) rules, your broker may vote your shares in 
its discretion on “routine matters.” We believe that the ratification of the appointment of our independent 
registered public accounting firm is a routine matter on which brokers will be permitted to vote on behalf of 
their clients if no voting instructions are furnished. We believe that the election of directors and the say-on-
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pay advisory vote and the approval of the 2021 Stock Incentive Plan are not routine matters. When a matter 
is not routine and brokers have not received voting instructions from their clients, brokers cannot vote the 
shares on that matter. This is commonly referred to as a broker non-vote. 

Presence via webcast or by proxy of the holders of a majority of the outstanding shares of common 
stock entitled to vote at the meeting will constitute a quorum. If a quorum is present, Directors will be 
elected by a plurality of the votes cast.  Action on Proposals 2, 3 and 4 will be approved if the votes cast in 
favor of the action exceed the votes cast opposing the action.  Shares for which the holder has elected to 
abstain or to withhold the proxies’ authority to vote (including broker non-votes) on a matter will count 
toward a quorum but will have no effect on the action taken with respect to such matter. 
 
Principal Stockholders and Holdings of Management 

The table below presents certain information as to the only persons known to the Company to be the 
beneficial owners of more than 5% of the common stock of the Company as of January 25, 2021. Except as 
otherwise noted, each of the beneficial owners listed below has sole voting and investment power with 
respect to the shares listed. 
 

Name and address of  
beneficial owner 

Amount and 
nature of 

beneficial ownership  

Percent of common 
stock outstanding  

   

GAMCO Investors, Inc. et.al. 
One Corporate Center 
Rye, NY 10580 

 
    1,178,227(1) 

 

 
 

        11.81% 

   

Dimensional Fund Advisors LP 
Palisades West, Building One 
6300 Bee Cave Road 
Austin, TX 78746 

854,806(2) 

 
8.46% 

   

Renaissance Technologies LLC 
800 Third Avenue  
New York, New York 10022 

774,505(3) 7.66% 

 
(1) As reported in a Schedule 13D/A filed on November 17, 2020, Gabelli Funds, LLC has sole voting and 

dispositive power with respect to 221,676 of these shares; GAMCO Asset Management Inc. has sole voting 
power with respect to 707,651 of these shares and sole dispositive power with respect to 886,551 of these shares; 
Teton Advisors, Inc. has sole voting and dispositive power with respect to 70,000 of these shares; and Mario 
Gabelli is deemed to have beneficial ownership of the shares held by each of the foregoing persons.  See the 
Schedule 13D/A for certain disclaimers of beneficial ownership and interests of related entities in these shares. 

(2) Dimensional Fund Advisors LP (“Dimensional”), a registered investment adviser, may be deemed to have 
beneficial ownership of these shares which are held by certain investment companies, trusts and accounts for 
which Dimensional serves as investment manager, adviser or sub-adviser.  Dimensional has sole dispositive 
power with respect to 845,806 of these shares and sole voting power with respect to 829,673 of these shares.  
Dimensional disclaims beneficial ownership of all such shares. The information provided is based upon a 
Schedule 13G/A filed on February 12, 2020 by Dimensional. 

(3) Renaissance Technologies LLC (“Renaissance”), a registered investment adviser, may be deemed to have 
beneficial ownership of these shares which are held by certain investment companies, trusts and accounts for 
which Dimensional serves as investment manager, adviser or sub-adviser.  Renaissance has sole dispositive 
power with respect to 772,024 of these shares and sole voting power with respect to 759,730 of these shares.  
The information provided is based upon a Schedule 13G filed on February 13, 2020.  

 
 
 
 
 
 
 
 



 

3 

 The following information with respect to beneficial ownership, as of January 20, 2021, of shares of 
common stock is furnished with respect to (i) each current Director and Director nominee of the 
Company, (ii) each executive officer named in the Summary Compensation Table appearing later in this 
Proxy Statement and (iii) all current Directors and executive officers as a group: 

 
 

Name of  
beneficial owner 

Amount and 
nature of 

beneficial ownership 

Percent of common 
stock outstanding 

Emma S. Battle     289    * 

John R. Belk 34,182 * 

Kristina Cashman 10,749 * 

Virginia W. Hamlet 7,102 * 

J. Walter McDowell 9,445 * 

Robert H. Spilman, Jr.   280,4171 2.8% 

William C. Wampler, Jr. 17,489 * 

William C. Warden, Jr. 55,1212 * 

Bruce R. Cohenour 31,5623 * 

John E. Bassett III 43,616  * 

J. Michael Daniel 44,457 * 

Jack L. Hawn, Jr.  110,7444  1.1% 

Directors and executive officers  
as a group (16 persons) 691,7521,2,3,4,5 6.9% 

 
* Less than 1% of the outstanding common stock. 
 (1) Includes 16,139 shares held by Mr. Spilman’s wife and 13,947 shares held in trust of which Mr. Spilman is 

beneficiary. 
 (2) Includes 15,000 shares held in trust created by Mr. Warden’s spouse, in which Mr. Warden disclaims all 

beneficial interest.  
 (3) Includes 8,508 shares held by Mr. Cohenour’s wife. 
 (4) Includes 89,485 shares owned by Zenith Transportation, a company owned by Mr. Hawn and his spouse.  
 (5) Includes 5,250 shares subject to options held by executive officers that are currently exercisable or that are 

exercisable within 60 days. 
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PROPOSAL NO. 1 
ELECTION OF DIRECTORS 

At the meeting, eight Directors will be elected to serve, subject to the provisions of the Bylaws, until 
the 2022 Annual Meeting of Stockholders and until their successors are duly elected and qualified. It is the 
intention of the persons named in the accompanying proxy to vote all proxies solicited by the Board of 
Directors FOR the eight nominees listed below unless authority to vote for the nominees or any individual 
nominee is withheld by a stockholder in such stockholder’s proxy. If for any reason any nominee shall not 
become a candidate for election as a Director at the meeting, an event not now anticipated, the proxies will 
be voted for the eight nominees including such substitutes as shall be designated by the Board of Directors. 

The eight nominees for election as Directors are listed below. All of the nominees are currently 
members of the Board of Directors.  All were elected to their current terms, which expire in 2021, at the 
Annual Meeting of Stockholders held on March 11, 2020, except for Ms. Battle.  Ms. Battle was elected by 
the Board of Directors to serve as a director in October 2020 based on the recommendation of current and 
former directors to the Organization, Compensation and Nominating Committee. 

We are asking our stockholders to re-elect each of our current directors at the Annual Meeting of 
Stockholders. The information set forth below includes, with respect to each nominee for election as 
Director, his or her age, principal occupation and employment during the past five years, the year in which 
he or she first became a Director of the Company, directorships held by each at other public companies 
during the past five years and the specific experience, qualifications, attributes and skills that led the Board 
to conclude that he or she should serve as a Director. In addition, our Board believes that each individual 
below has demonstrated outstanding achievement in his or her professional career; broad experience; 
wisdom, personal and professional integrity; ability to make independent, analytical inquiries; experience 
with and understanding of the business environment; and willingness and ability to devote adequate time to 
Board duties.   
 

Name and director since Age 

Occupation during past five years, 
directorships and qualifications 

   Emma S. Battle 
2020 

60  President and CEO of Market Vigor, LLC, a business services 
company she founded in 2003.  Since 2017, she has served as the 
President and CEO of Higher Ed Works, a nonpartisan public charity 
that supports higher public education in North Carolina.  From 2015 
to 2017, Ms. Battle was Vice President, Client Success of Windsor 
Circle, an e-commerce marketing company.  She currently serves on 
the Board of the Southeastern Wind Coalition, on the Board of 
Advisors of Elon University’s Love School of Business, and on the 
Executive Leadership Board of the Frank Porter Graham Child 
Development Institute.  Ms. Battle was a member of the Board of 
Directors of Primo Water Corporation (PRMW) from 2019 to 2020 
and has been a member of the Board of Directors of Unifi (UFI) since 
2021. Ms. Battle’s knowledge and expertise in digital marketing bring 
much needed skills to the Board as do her commitments to 
sustainability and social responsibility.  

   
 

   
 

   
 

John R. Belk  
2016 

62 Private Investor. President and Chief Operating Officer of Belk, Inc., 
from 2004 to 2016. As former president of a major department store 
chain and a director of other public companies (including Harris 
Teeter Supermarkets, Inc. from 1997-2014) over the last twenty years, 
Mr. Belk’s knowledge of retail, real estate, emerging technologies, 
merchandising and marketing is of great value to the Company, 
especially in the areas of retail and enhancing the consumer’s 
connection with our brand. 
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Name and director since Age 

Occupation during past five years, 
directorships and qualifications 

   Kristina Cashman 
2007 

54 Former Chief Financial Officer, Upward Projects, LLC from 2018 to 
2019; Chief Financial Officer, Hopdoddy Burger Bar, Inc. from 2014 
to 2018; President of Guy and Larry Restaurants, Inc. from 2011 to 
2014; Chief Financial Officer of Eddie V’s Restaurants, Inc. from 
2006 through 2011; Chief Financial Officer and Secretary of P.F. 
Chang’s China Bistro, Inc. from 2001 to 2006; Director, Vera Bradley 
(VRA) since 2020. As president of one restaurant chain and chief 
financial officer of four restaurant chains over 18 of the last 20 years, 
one of which being a public company, and as an audit manager with 
Ernst & Young LLP prior to her employment at P.F. Chang’s, Ms. 
Cashman brings development, management, financial and accounting 
experience to the Board and its Audit Committee. 

   

Virginia W. Hamlet 
2018 

58  Founder and owner of Hamlet Vineyards; former Director of the 
Harvest Foundation.  Ms. Hamlet is well qualified to serve as a 
member of the Board of Directors due to her entrepreneurial 
background in residential design and marketing and her experience as 
a civic leader in the community. 

   
J. Walter McDowell 
2011 

70 Private Investor; Business Consultant. Chief Executive Officer, 
Carolinas/Virginia Banking – Wachovia Corporation from 2005 to 
2007. Mr. McDowell’s more than 35 years of experience at 
Wachovia, including as the head of a major division of the bank, and 
later in financial and business consulting, provides valuable 
perspectives into the protection and deployment of the Company’s 
balance sheet and into its banking relationships, and provides the 
Audit Committee with valuable insights into the analysis of the 
Company’s financial statements. 

   

Robert H. Spilman, Jr. 
1997 

64 Chairman since 2016 and President and Chief Executive Officer of 
the Company since 2000; President and Chief Operating Officer of 
the Company from 1997 to 2000. Director, Dominion Energy, Inc. 
(D), from 2009 to present. Mr. Spilman’s 35 year career at the 
Company, including more than 20 years as Chief Executive Officer, 
gives him an in-depth knowledge of the Company and the furniture 
industry. 

   

William C. Wampler, Jr. 
2004 

61 Managing Member of Wampler Consulting Group, LLC since 1995 
and of WTX, LLC since 2005; former Executive Director, New 
College Institute from 2012 to 2015; former member of the Senate of 
the Commonwealth of Virginia from 1988 to 2012; Retired Colonel, 
U.S. Army Reserve. As a former member of the Senate of Virginia 
and being the former ranking member of the Finance Committee for 
his party, Mr. Wampler brings to the Board over 25 years of 
experience in leadership, developing consensus and balancing 
budgets. 

   

William C. Warden, Jr. 
2004 

68 Private Investor. Executive Vice President, Lowe’s Companies, Inc. 
from 1996 to 2003. Chairman, Wake Forest Baptist Health. Through 
his senior management experience at a national retail chain, Mr. 
Warden brings to the Board expertise in real estate, legal and 
administrative matters that are particularly relevant to the Company’s 
growing retail operations. 
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CORPORATE GOVERNANCE 

Board and Board Committee Information  
Our Board of Directors currently consists of eight directors. The Board of Directors has determined 

that each of Mses. Battle, Cashman and Hamlet, the Hon. Sen. Wampler and Messrs. Belk, McDowell and 
Warden are independent, as defined by NASDAQ. The Board of Directors met six times during the 2020 
fiscal year. Each Director attended at least 75% of the meetings of the Board of Directors and committees 
on which such Director served. It is the policy of the Company that Directors nominated for election should 
attend annual meetings of stockholders. A regular meeting of the Board of Directors is scheduled in 
conjunction with the annual meeting, and all of the seven Directors who were then serving on and 
nominated for election to the Board attended last year’s annual meeting. 

The Board of Directors currently has two standing committees: an Audit Committee and an 
Organization, Compensation and Nominating Committee. The charters for both of these committees are 
available on the Company’s website at www.bassettfurniture.com. 

Audit Committee: The Audit Committee is composed of Ms. Cashman (chairman) and Messrs. Belk 
and McDowell. Among other things, the Audit Committee engages or dismisses independent auditors; 
approves all audit, audit-related and other auditor fees and services; reviews, evaluates and monitors the 
performance of audit activities; reviews periodic financial filings; and reviews internal audit activities. The 
Board of Directors has determined that each member of the Audit Committee meets the current 
independence and experience requirements contained in the listing standards of NASDAQ. The Board of 
Directors has also determined that each of Ms. Cashman and Messrs. Belk and McDowell is an “audit 
committee financial expert” as defined in the regulations promulgated by the Securities and Exchange 
Commission (the “SEC”). The Audit Committee met eight times during the 2020 fiscal year. 

Organization, Compensation and Nominating Committee: The Organization, Compensation and 
Nominating Committee is composed of Mr. Warden, Ms. Hamlet and the Hon. Sen. Wampler (chairman). 
The Committee reviews and makes recommendations to the Board of Directors with respect to executive 
compensation; establishes, reviews and recommends changes to the organizational structure of the 
Company so as to best utilize the management resources to respond to the changing demands of the 
marketplace; reviews the individual performance of each Director in terms of overall contribution to the 
betterment of the Company, including meeting attendance and participation; reviews the composition of the 
Board; and recommends a slate of Directors for nomination to the Board. The Organization, Compensation 
and Nominating Committee met four times during the 2020 fiscal year. 

 
Board Leadership Structure and Board’s Role in Risk Oversight. Robert H. Spilman, Jr. has served as 

the Company’s President and Chief Executive Officer since 2000 and also as Chairman of the Board since 
2016. William C. Warden, Jr. currently serves as Lead Independent Director. 
 

The Board has no policy with respect to the separation of the offices of Chairman and the Chief 
Executive Officer. Mr. Spilman, after more than thirty years with the Company, including the last twenty 
years as President and CEO, was named Chairman of the Board in 2016. Mr. Spilman has extensive 
knowledge of our industry, generally, and the Company’s business in particular. We believe this 
background enhances the role of Chairman of the Board in the development of long-term strategic plans 
and serving as counsel to senior management in the implementation of such plans.  
 

Mr. Warden, who currently serves on the Organization, Compensation and Nominating Committee 
and having previously served as Audit Committee chairman, was named Lead Independent Director in 
2016. As Lead Independent Director, Mr. Warden is involved in the Board meeting agenda, consults with 
Board committee chairs, serves as liaison between the Chairman and the rest of the Board, presides during 
meetings of the Board in executive session and in the Chairman’s absence, and consults with the Chairman 
on stockholder and board matters. 

 
Our Board of Directors believes that this leadership structure helps provide a well-functioning and 

effective balance between strong company leadership, an independent Lead Director and oversight by 
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active, independent directors. For the above reasons, the Board of Directors believes the current leadership 
structure is appropriate for the Company.  

 
Our Board of Directors also believes that full and open communication between management and the 

Board of Directors is essential for effective risk management and oversight. Our Board meets with senior 
management at regular Board meetings to discuss strategy and risks facing the Company. Periodically, 
senior management delivers presentations to our Board or a Board committee regarding strategic matters 
and matters involving material risk. 
  

While our Board of Directors is ultimately responsible for risk oversight, our Board committees assist 
the Board in fulfilling its oversight responsibilities in certain areas of risk. The Audit Committee assists our 
Board in fulfilling its oversight responsibilities with respect to risk management in the areas of internal 
control over financial reporting, disclosure controls and procedures and legal and regulatory compliance. 
The Audit Committee discusses with management and the independent auditor significant business, 
financial and legal risk exposures and the steps management has taken to monitor and control such 
exposure. The Organization, Compensation and Nominating Committee assists our Board in fulfilling its 
oversight responsibilities with respect to the management of risks arising from our compensation policies 
and programs, board organization, membership and structure, corporate governance and succession 
planning for our Directors and senior management. While Board committees are responsible for assisting 
the Board in evaluating certain risks and overseeing the management of such risks, our entire Board of 
Directors is regularly informed through management and committee reports about such risks and steps 
taken to manage and mitigate them. 

 
DIRECTOR COMPENSATION  

 

Name 

Fees earned 
or paid in 

cash (1) ($) 

Stock 
awards 

 ($) 

Total 
($) 

Emma S. Battle  21,096 0 21,096 

John R. Belk 71,575 0 71,575 

Kristina Cashman 80,890 0 80,890 

Virginia W. Hamlet 71,575 0 71,575 

J. Walter McDowell 71,575 0 71,575 

William C. Wampler, Jr. 76,233 0 76,233 

William C. Warden, Jr. 85,548 0 85,548 
 
(1) Includes annual retainer fee, committee chairperson retainer fee and Lead Independent Director 

retainer fee. 
 
Director Compensation 

The Organization, Compensation and Nominating Committee is responsible for recommending 
director compensation to the Board of Directors. The following compensation arrangements have been 
recommended by the Organization, Compensation and Nominating Committee and approved by the Board 
of Directors. 

Directors who are not employees of the Company receive an annual retainer fee of $50,000. The 
Lead Independent Director receives an additional annual retainer fee of $15,000, the chairperson of the 
Audit Committee receives an additional annual retainer fee of $10,000 and the chairperson of the 
Organization, Compensation and Nominating Committee receives an additional annual retainer fee of 
$5,000. Previously, under the 2010 Stock Incentive Plan, each non-employee director received an annual 
grant of restricted stock following the Annual Meeting of Stockholders equal to $25,000 divided by the fair 
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market value of the common stock. The 2010 Stock Incentive Plan expired in 2020, and is to be replaced by 
the 2021 Stock Incentive Plan, if approved by the shareholders.  In 2020, the non-employee directors, other 
than Ms. Battle, received an additional $25,000, in cash, but going forward will receive $25,000 in 
restricted stock under the 2021 Stock Incentive Plan. Directors who are also employees of the Company 
receive no additional compensation for serving as Directors.  Each non-employee Director, other than Ms. 
Battle, who joined the Board later in the year, voluntarily returned a portion of cash compensation paid in 
2020, during the height of the COVID-19 crisis.  
Stock Ownership Guidelines 

The Board established stock ownership guidelines for non-employee Directors receiving restricted 
stock. Non-employee Directors should not sell common stock of the Company until each non-employee 
Director accumulates and holds common stock of the Company with a minimum value equivalent to five 
times the Director’s annual retainer and other fees for the previous year. All non-employee Directors are in 
compliance with the stock ownership guidelines as of the end of fiscal 2020.  

Policies and Procedures Governing Director Nominations 
The Organization, Compensation and Nominating Committee evaluates candidates taking into 

account their individual skills and characteristics relative to the skills and characteristics of the current 
Board as a whole. Factors considered include diversity, age and such skills (e.g., an understanding of 
appropriate technologies, work experience relevant to the Company’s businesses, and decision-making 
ability) as are suited to the Company’s and the Board’s needs at the time. Although the Company has no 
diversity policy, the Board believes that diversity with respect to factors such as background, experience, 
skills, race, gender and national origin is an important consideration in board composition. 

Two members of the Organization, Compensation and Nominating Committee are selected each year 
to identify, screen, interview and submit Director candidates to the Organization, Compensation and 
Nominating Committee. Prospective candidates are typically identified by current non-management or 
former members of the Board. This process begins after an annual assessment and report by the 
Organization, Compensation and Nominating Committee to the full Board. 

The Organization, Compensation and Nominating Committee will consider Director candidates 
recommended by stockholders. A stockholder requesting that a recommendation be reviewed by the 
Organization, Compensation and Nominating Committee should submit such information as the 
stockholder deems pertinent for service on the Board, such as age, experience and skills, and any other 
information required to be disclosed in a proxy statement regarding the prospect. This information must be 
accompanied by the prospective candidate’s written consent to serve on the Board of Directors if 
nominated and elected. This information should be received by the Secretary of the Company at P.O. Box 
626, Bassett, Virginia 24055, by December 10, 2021 for nominations to be made at the 2022 Annual 
Meeting of Stockholders. 

Interested Party Communications with the Board of Directors 
Interested parties, including security holders, may send communications to the Board of Directors by 

mailing the same addressed to the Board of Directors (or addressed to a specific individual Director), 
Bassett Furniture Industries, Incorporated, P.O. Box 626, Bassett, Virginia 24055. The Board of Directors, 
including a majority of the independent directors, has adopted a procedure for receiving and addressing 
such communications. 

Code of Business Conduct 
The Company maintains a Code of Business Conduct (the “Code”), which is administered by the 

Audit Committee and is applicable to all of the Company’s employees, officers and Directors. The purpose 
of the Code is to convey the Company’s policies and practices for conducting business in accordance with 
its commitment to applying high ethical standards to its business practice. Any waiver of the Code for 
executive officers or Directors will be made only by the Board of Directors or its Audit Committee and will 
be promptly disclosed. In support of the Code, the Company has provided employees with a number of 
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avenues for the reporting of ethics violations or similar concerns, including a process for making such 
reports anonymously. 

The Code was adopted by the Board of Directors and is reviewed periodically by the Board of 
Directors. The Code is available for review on the Company’s website, www.bassettfurniture.com, and the 
Company will post any amendments to, or waivers for executive officers from the Code on that website. A 
copy of the Code may be obtained, without charge, upon written request to Jay R. Hervey, Secretary, 
Bassett Furniture Industries, Incorporated, P.O. Box 626, Bassett, Virginia 24055. Information on our 
website is not, and will not be deemed to be, a part of this Proxy Statement or incorporated into any other 
filings with the SEC. 

Other Transactions 
The Company recognizes that transactions between Bassett and related persons present a potential for 

actual or perceived conflicts of interest. The Company’s general policies with respect to such transactions 
are included in its Code. As a supplement to the Code, the Audit Committee adopted a written policy 
setting out the procedures and standards to be followed for the identification and evaluation of “related 
party transactions.” For purposes of the policy, a related party transaction is any transaction or series of 
related transactions in excess of $120,000 in which the Company is a party and in which a “related person” 
has a material interest. Related persons include Directors, Director nominees, executive officers, 5% 
beneficial owners and members of their immediate families. The Audit Committee determined that certain 
transactions are deemed to be pre-approved under this policy. These include (i) transactions with another 
company in which the related person’s only interest is as a director or a beneficial owner of less than 10% 
of that company’s outstanding stock or limited partnership interests, or both, and (ii) certain compensation 
arrangements that have either been disclosed in our proxy statement or approved by our Organization, 
Compensation and Nominating Committee. 

The Company collects information about potential related party transactions in its annual 
questionnaires completed by Directors and executive officers. Potential related party transactions are first 
reviewed and assessed by our General Counsel to consider the materiality of the transactions and then 
reported to the Organization, Compensation, and Nominating Committee, which administers the policy. 
The Organization, Compensation, and Nominating Committee reviews and considers all relevant 
information available to it about each related party transaction. A related party transaction is approved or 
ratified only if the Organization, Compensation, and Nominating Committee determines that it is in, or is 
not inconsistent with, the best interests of the Company and its stockholders and in compliance with the 
Code.  

The spouse of Jack L. Hawn, Jr. is an employee of Zenith and was paid $189,819 in salary, bonus 
and benefits in 2020. The spouse of Bruce R. Cohenour was an employee of the Company and was paid 
$142,925 in salary and benefits in 2020. A son of John E. Bassett, III is an employee of the Company and 
was paid $133,075 in salary, bonus and benefits in 2020. These employment arrangements were reported to 
the Organization, Compensation, and Nominating Committee, which approved them in accordance with the 
above policy. 
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Audit Committee Report 
The Audit Committee of the Board of Directors (the “Audit Committee”) is composed of three 

Directors and operates under a written charter adopted by the Board of Directors and annually reassessed 
and updated, as needed, in accordance with applicable rules of the SEC and NASDAQ. Each of the 
members of the Audit Committee is independent, as defined by NASDAQ. 

Management is responsible for the Company’s internal controls and the financial reporting process. 
The independent registered public accounting firm is responsible for performing an independent audit of 
the Company’s financial statements and internal control over financial reporting and issuing their report 
thereon. The Audit Committee’s primary responsibility is to monitor and oversee these processes. The 
Audit Committee also selects the Company’s independent registered public accounting firm. 

In this context, the Audit Committee has reviewed and discussed the Company’s financial statements 
with both management and the independent registered public accounting firm. The Audit Committee also 
discussed with the independent registered public accounting firm matters required of auditors to be 
discussed by auditing standards generally accepted in the United States, including the matters required to 
be discussed by Auditing Standard No. 1301, Communications with Audit Committees, as adopted by the 
Public Company Accounting Oversight Board. The Company’s independent registered public accounting 
firm also provided to the Audit Committee the written disclosures and the letter required pursuant to Rule 
3526 of the Public Company Accounting Oversight Board, Communication with Audit Committees 
Concerning Independence, and the Audit Committee discussed with the independent registered public 
accounting firm their independence. 

Based on the foregoing, the Audit Committee recommended to the Board of Directors that the 
audited financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year 
ended November 28, 2020 filed with the Securities and Exchange Commission on January 21, 2021. The 
Audit Committee also recommends that the stockholders ratify the retention of Ernst & Young LLP as the 
Company’s independent registered public accounting firm for the fiscal year ending November 27, 2021. 
 

 

Audit Committee: 
 

Kristina Cashman, Chairman 
John R. Belk 
J. Walter McDowell 

 

Organization, Compensation and Nominating Committee Report 
As detailed in its charter, the Organization, Compensation and Nominating Committee of the Board 

oversees the Company’s executive compensation program on behalf of the Board. In the performance of 
this function, the Organization, Compensation and Nominating Committee, among other things, reviewed 
and discussed with management the Compensation Discussion and Analysis set forth below in this proxy 
statement. Based on this review and discussion, the Organization, Compensation and Nominating 
Committee recommended to the Company’s Board of Directors that the Compensation Discussion and 
Analysis be included in the Company’s Annual Report on Form 10-K for the fiscal year ended November 
28, 2020 and this proxy statement. 
 

 

Organization, Compensation and 
Nominating Committee: 

 

William C. Wampler, Jr., Chairman 
Virginia W. Hamlet 
William C. Warden, Jr. 
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COMPENSATION DISCUSSION AND ANALYSIS 

Introduction 
This Compensation Discussion and Analysis (“CD&A”) describes the material elements of 

compensation paid to our executive officers as well as the objectives and material factors underlying our 
compensation policies and decisions. The information in this CD&A provides context for the compensation 
disclosures in the tables and related discussions that follow in this proxy statement. The Organization, 
Compensation and Nominating Committee of the Board, which oversees our executive compensation 
program, is referred to as the “Committee” in this CD&A. The terms “we” and “our” refer to Bassett 
Furniture Industries, Incorporated. When we refer to the “named executive officers” we are referring to the 
five individuals listed in the Summary Compensation Table appearing later in this proxy statement. 

The Committee has assisted the Company in developing and implementing compensation policies 
and programs which seek to improve the profitability of the Company and to maximize stockholder value 
over time. To accomplish this, the Directors who comprise the Committee have developed executive 
compensation policies that are consistent with, and directly linked to, the Company’s business objectives. 
These business objectives represent a composite of factors that are considered important for the future 
success of the Company. These factors attempt to balance long and short-term performance, including the 
continued maintenance of a strong balance sheet, growth of pre-tax profitability and earnings per share, 
control of costs, market growth and diversification and other criteria which may be introduced over time as 
a result of changes in the home furnishings environment. 
 
Compensation Philosophy and Objectives 

The primary goal of our executive compensation program is the same as our goal for operating the 
Company – to maximize corporate performance and thereby create value for our stockholders. To achieve 
this goal we have designed our executive compensation program to achieve the following objectives: 

• Attract and retain talented and experienced executives in our industry; 

• Motivate and reward executives whose knowledge, skills and performance are critical to our success; 
• Align the interests of our executives and stockholders, by encouraging executives to increase 

stockholder value and rewarding executives when stockholder value increases; and 

• Motivate our executives to manage our business to meet our short-term and long-term corporate 
goals and business objectives, and reward them for meeting these objectives. 
 
We use a mix of short-term compensation in the form of base salaries and cash incentive bonuses and 

long-term compensation in the form of equity incentives to provide a total compensation structure that is 
designed to encourage our executives to achieve these objectives. All of our executive employees are 
employed at-will. 

Determining Executive Compensation 
The Committee is responsible for developing, administering and interpreting the compensation 

program for executive officers and other key employees. The Committee was appointed by our Board of 
Directors, and consists entirely of Directors who are “outside directors” for purposes of Section 162(m) of 
the Internal Revenue Code, and “non-employee directors” for purposes of Rule 16b-3 under the Securities 
Exchange Act of 1934. The Committee may delegate some or all of its responsibilities to one or more 
subcommittees whenever necessary to comply with any statutory or regulatory requirements or otherwise 
deemed appropriate by the Committee. The Committee has the authority to retain consultants and other 
advisors to assist with its duties and has sole authority to approve the fees and other retention terms of such 
consultants and advisors. 

Our chief executive officer makes recommendations to the Committee regarding the salaries, bonus 
arrangements and equity grants, if any, for key employees, including all executive officers, except himself. 
We do not pay discretionary bonuses to executive officers, except for 2020 as hereinafter discussed. 
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Based on the foregoing, the Committee uses its judgment in making compensation decisions that will 
best carry out our philosophy and objectives for executive compensation. The decisions are reviewed by the 
full Board, with the exception of decisions on stock or option awards which are made by the Committee to 
satisfy certain legal requirements. 

Within the context of the overall objectives of our compensation programs, we determined the 
specific amounts of compensation to be paid to each of our executives in fiscal 2020 based on a number of 
factors including: 

• The roles and responsibilities of our executives; 
• The individual experience and skills of our executives; 
• The amounts of compensation being paid to our other executives; 
• Our executives’ historical compensation at our Company; and 
• Our understanding of the amount of compensation generally paid by similarly situated companies to 

their executives with similar roles and responsibilities. 

In evaluating the compensation generally paid by similarly situated companies, we have historically 
taken into account available data relating to the compensation practices of other companies within and 
outside our industry. Our peer group for 2020 consisted of American Woodmark, Culp, The Dixie Group, 
Ethan Allen Interiors, Flexsteel Industries, Haverty Furniture, Hooker Furniture, Kimball International, 
Kirkland’s, La-Z-Boy, Nautilis and Tile Shop. During 2020, our compensation consultant, Korn Ferry, 
prepared for the Committee a report analyzing our named executive officers’ pay compared to our peers. 
The analysis relative to our peer group found that total direct compensation (i.e., salary, annual bonus and 
equity incentives combined) was below the 10th percentile for our CEO and below or at the 10th percentile 
for our other executives. Korn Ferry also recommended changes to the peer group for 2021. In accordance 
therewith, the Committee is adding Casper Sleep, Purple Innovation, Lovesac and Armstrong Flooring, and 
is removing Dixie Group and Tile Shop for its 2021 compensation practices and analyses. 

At the 2020 Annual Meeting of Stockholders, we received substantial support for the compensation 
of our named executive officers, with approximately 98% of the votes cast on the “say-on-pay” proposal 
approving such compensation.  

 
Components of Total Compensation 

In fiscal 2020, no annual non-equity incentive plan compensation was earned for the named 
executive officers, nor were any long-term equity incentives granted and, consequently, salary and bonus 
constituted more than 97% of their total compensation (excluding the portion of their compensation related 
to their retirement benefits described below). Consistent with the Company’s policy that a substantial 
portion of each named executive officer’s potential cash compensation be based on performance, the annual 
performance-based bonus award target for such officers in fiscal 2020 ranged from 22% to 32% of total 
target cash compensation. As the Company did not meet the threshold performance goal, none of the 
named executive officers received a payout under the annual non-equity incentive plan in fiscal 2020. 

Elements of our Executive Compensation Program 
Our executive compensation primarily consists of base salary, annual performance-based bonus 

awards, long-term equity incentive awards and retirement benefits designed to promote long-term 
employment. We discuss each of the primary elements of our executive compensation in detail below. 
While we have identified particular compensation objectives that each element of executive compensation 
serves, our compensation programs are designed to complement each other and collectively serve all of our 
executive compensation objectives described above. 
Base Salary 

Base salaries are intended to provide a level of compensation sufficient to attract and retain an 
effective management team when considered in combination with other components of our compensation 
program. The base salary of each executive officer is reviewed annually to determine if it is equitably 
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aligned with our other executive officers and at a sufficient level to attract and retain top talent. Base 
salaries for the named executive officers were increased by 2% to 3% for fiscal 2018, were unchanged for 
fiscal 2019 except for Messrs. Bassett and Daniel whose salaries were increased by 8.2% due to promotions 
and were 2% to 6.1% for fiscal 2020. Consistent with our emphasis on paying for performance and aligning 
our executives’ interests with those of our stockholders, our chief executive officer’s base salary has 
increased only 7.5% in the aggregate from fiscal 2017 to fiscal 2020. 
Annual Performance-Based Bonus Awards 

The primary objectives of our annual performance-based bonus awards are to provide incentive for 
superior work, to motivate our executives toward higher achievement and business results, to tie our 
executives’ goals and interests to our stockholders’ and to enable us to attract and retain highly qualified 
individuals. Annual incentives are established for each executive based on our attainment of performance 
goals set by the Committee at threshold, target and maximum levels. When applicable, the bonus earned is 
calculated ratably from the threshold to the target and from the target to the maximum. No bonus is earned 
unless and until performance exceeds the threshold performance level. Company operating income has 
been the single performance measure for the last seven fiscal years. For the purposes of these awards, 
operating income is defined in the same manner as for financial reporting purposes. Having a single 
performance measure for most of our executive officers is intended to align our executives’ focus on the 
Company’s overall improved profitability and sales growth. The performance levels required to earn the 
target level of bonus are based on the internal financial goals set in connection with our Board of Directors’ 
consideration and approval of our annual operating plan. Consistent with our emphasis on tying 
compensation to performance, bonus opportunities for executives are set at a significant percentage of base 
salary. 

For fiscal 2020, the threshold, target, and maximum performance goals under the bonus program 
were set at $6.9 million, $11.5 million and $13.6 million, respectively, of Company operating income for 
the named executive officers, or Zenith operating income at $1.7 million, $2.9 million, and $3.2 million, for 
Mr. Hawn before bonus expense. The bonus opportunities for the named executive officers expressed as a 
percentage of salary are shown in the table below. The dollar equivalents of these bonus opportunities are 
shown in the Grants of Plan-Based Awards table on page 18 of this proxy statement. 

Bonus Opportunity as a Percentage of Base Salary 
(rounded to the nearest percent) 

 
Name   Threshold  Target  Maximum 
Robert H. Spilman, Jr.     24%      40%          60% 
Bruce R. Cohenour      16%      26%          39% 
Jack L. Hawn, Jr.       15%      25 %          38% 
J. Michael Daniel      21%      35%          53% 
John E. Bassett, III       21%      35%          53% 
Due primarily to the unsettled business environment created by the COVID pandemic, we did not 

succeed in achieving the threshold operating income goals for any of the named executive officers to earn 
an annual bonus for fiscal 2020. The Compensation Committee set these operating income goals prior to 
the onset of the pandemic and did not adjust the goals to account for the impact of the pandemic on our 
business. Despite not meeting the goals, the Compensation Committee determined that, in light of the 
Company’s strong performance during the second half of fiscal 2020, including a year-over-year quarterly 
increase of $10 million in operating profit and 4.2% in consolidated revenue in the fourth quarter of fiscal 
2020, as well as strong operating cash flow that allowed us to reinstate the pre-COVID dividend of $0.125 
per share in November 2020 and pay a special dividend of $0.25 in December 2020, it would approve 
discretionary bonuses to the named executive officers in the amounts listed in the fiscal 2020 “Bonus” 
column in the Summary Compensation Table on page 17. For each named executive officer, the 
discretionary bonus amount is calculated as a percentage of the total bonus pool equal to that for the 
performance-based program if the operating income target had been met. For each named exeutive officer, 
the discretionary bonus amount approximates 87.5% of the annual bonus each named executive might have 
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been expected to receive had the operating income goals been adjusted to exclude the pandemic’s impact to 
the Company’s Fiscal 2020 second quarter. This calculation does not take into account the 6.9% to 13.9% 
of annual salary the named executive officers gave up during the height of the pandemic crisis. Although 
the Compensation Committee does not typically award discretionary bonuses outside of our annual 
incentive plan, the Compensation Committee felt it was appropriate to make an exception in this case in 
order to account for the unusual and unforeseen nature of the pandemic’s impact on our business and to 
recognize our executives’ important contributions in leading the Company through the worst of the 
pandemic and toward the Company’s strong performance in the second half of fiscal 2020.  
Long-Term Equity Incentive Awards 

We periodically grant equity incentive awards in the form of performance-based restricted stock to 
align the interests of our executives with our stockholders by providing our executives with strong 
incentives to increase stockholder value. Such grants are designed to retain our executives, recognize and 
reward our executives for their contributions toward our long-term success, and further align their interests 
with those of our long-term stockholders by tying a portion of their compensation to the value of our 
common stock. 

The chief executive officer recommends to the Committee the recipients and sizes of equity awards. 
In evaluating these recommendations, the Committee considers a number of factors including the 
Committee’s subjective evaluation of the executive officer’s potential contribution to the Company’s future 
success and the level of incentive already provided by the number and terms of the executive officer’s 
existing stock incentive holdings. The grant date of any such equity award is the same date the Board of 
Directors or the Committee approves the award. 

In fiscal 2017 and in fiscal 2018, each of our named executive officers, except for Mr. Hawn, 
received an award of performance shares to be earned in one year subject to the Company achieving a 
performance goal, between a threshold or minimum and a target or maximum, based on cash flow from 
operations for each of fiscal 2017 and fiscal 2018, respectively. The cash flow from operations measure 
was intended to focus attention on the Company’s goal to generate sufficient cash from operations to fund 
the growth of the business. Under the terms of the awards, if the threshold or minimum was met, the 
executive would receive 60% of the award in the form of restricted shares, increasing ratably to up to 100% 
of the performance award if the target or maximum was met. The restricted shares earned are subject to a 
two year vesting condition. If the threshold or minimum was not met, no restricted shares would be earned.  
Subsequent to the end of each of the fiscal years 2017 and 2018, the Committee determined that the target 
or maximum performance goal for these awards was met and thus the restricted shares were earned in 
January 2018 and January 2019 and vested two years from the respective issue or measurement dates.  

For future awards of performance shares the Committee is considering using measurement periods 
exceeding one year and using financial measures that can be compared to relative peer financial 
performance, as appropriate. 

We do not have any program, plan or practice to time stock option grants in coordination with the 
release of material non-public information. 
Retirement Benefits  

Our chief executive officer participates in the Company’s Supplemental Retirement Income Plan (the 
“Supplemental Retirement Plan”) and the Company’s Executive Officer Deferred Compensation Plan, both 
of which were established in 1984 for certain key executives employed at that time. The plans were 
intended to promote the long-term service of, and to provide benefits upon the retirement, death or 
disability of, the participants, of whom our chief executive officer is the only remaining employee. 

Certain of the Company’s highly compensated or management level employees participate in the 
Bassett Furniture Industries, Incorporated Management Savings Plan (the “Management Savings Plan”). 
The Management Savings Plan is intended to provide financial security in retirement and to attract and 
retain high quality senior executives. 

Each of these retirement plans are described in greater detail elsewhere in this proxy statement. 
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Other Components of Executive Compensation 
Most benefits offered to executive officers are similar to those offered to all employees. These 

programs are designed to provide protection against financial catastrophe that can result from illness, 
disability or death. In addition, the Company provides a limited number of perquisites to its executive 
officers. The Committee believes that its perquisites are reasonable and consistent with the overall 
executive compensation program. These perquisites may include such personal benefits as executive 
physicals and long-term disability insurance coverage. 

 
Change in Control and Severance Arrangements 

Our named executive officers are not entitled to any “single trigger” equity acceleration with a 
change in control. The 2010 Stock Incentive Plan and the proposed 2021 Stock Incentive Plan includes a 
“double trigger” feature that provides that options and restricted stock awards will vest only upon a 
recipient’s qualifying termination of employment that occurs on or within two years after the date of a 
“change in control,” as defined in that plan, unless the award is not assumed by the acquiring or surviving 
company in such change in control. Accordingly, there are no outstanding unvested options or restricted 
stock awards that do not contain a double trigger. For this purpose, “qualifying termination of employment” 
means the recipient’s termination by the Company without cause or termination by the recipient for good 
reason.  

In addition, the Company has entered into Employment Continuity Agreements with certain 
executive officers, including four of the named executive officers. The terms of the agreements, which are 
described in greater detail elsewhere in this proxy statement, generally provide for certain lump sum 
payments and continued benefits in the event that an executive is terminated without cause or resigns with 
good reason within specified periods following a change in control. The Committee believes that the 
foregoing arrangements will help the Company retain continuity of management during the uncertain 
period leading up to an actual or potential change in control by giving the executives certain assurances of 
financial security. Such assurances should result in the executives being less distracted by personal risks 
and better able to devote their full time and best efforts to the performance of their duties.  

Each of the named executive officers also participate in the Bassett Furniture Industries, Incorporated 
Severance Program for Officers and Management Employees (the “Severance Program”). This program, 
which is described in greater detail elsewhere in this proxy statement, is designed to provide management 
with some assurances of financial security during difficult economic times. The Committee believes that 
these assurances will result in management being less distracted by the personal risks of being laid off and 
more focused on carrying out their duties to the best of their ability. 

None of these change in control or severance arrangements provide for an excise tax gross-up. 
 
Other Policies 
Clawback Policy 
 The Board of Directors has adopted a clawback policy that provides that we will seek to recover 
any erroneously awarded incentive-based compensation received by a “covered officer” (which term 
includes any current or former executive officer of the Company) during the three-year period preceding 
any date on which we are required to prepare an accounting restatement due to our material noncompliance 
with any financial reporting requirement under the federal securities laws. A copy of the clawback policy is 
available on our website, www.bassettfurniture.com. 
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Stock Ownership Guidelines 
The Committee has established stock ownership guidelines for members of management who are 

recipients of long-term incentive stock awards.  Recipients should not sell common stock of the Company 
until the following stock ownership levels are met: 

 
 

 
Management Level Value as a Multiple of Base Annual Salary 

CEO 4x 
Senior Vice President 2x 
Other 1x 

 
Unvested stock options and/or restricted shares are not considered toward ownership levels.  The 

Committee may approve exceptions or waivers from these guidelines for recipients for charitable gifts, 
estate planning transactions, educational expenses, purchase of a primary residence, court ordered 
transactions or other instances in which the required ownership would result in a severe hardship with 
respect to the recipient. Each named executive officer is in compliance with the stock ownership guidelines.  
Anti-Hedging and Pledging Policy  

 The stock ownership guidelines prohibit hedging transactions involving the Company stock by 
officers and directors and prohibit pledging of Company stock by directors and officers; provided, 
however, that the chief executive officer may make an exception for an officer to pledge stock (but not for 
a margin account) if that officer demonstrates sufficient financial capability.  
Effect of Accounting and Tax Treatment on Compensation Decisions 

In the review and establishment of our compensation programs, we consider the anticipated 
accounting and tax implications to us and our executives. However, these factors alone are not dispositive, 
and we also consider the cash and non-cash impact of the programs and whether a program is consistent 
with our overall compensation philosophy and objectives. 

Section 162(m) of the Code generally disallows a deduction for annual compensation in excess of $1 
million that we pay to our CEO, CFO, our next four most highly compensated officers and any other 
individual who has served as one of our covered executives after 2016, other than pursuant to certain 
“grandfathered” compensation arrangements in effect on November 2, 2017. Compensation decisions for 
our named executive officers are driven by market competitiveness and the other factors described above in 
this CD&A and the Committee approves non-deductible compensation whenever it feels that corporate 
objectives justify the cost of being unable to deduct such compensation. The compensation of named 
executive officers has been such that none of them received any non-deductible compensation in the last 
three fiscal years, without regard to the performance-based compensation exclusion that was recently 
eliminated from Section 162(m).  

Compensation-Related Risk 

 The Company regularly assesses the risks related to our compensation programs, including our 
executive compensation programs, and does not believe that the risks arising from our compensation 
policies and practices are reasonably likely to have a material adverse effect on the Company.  Incentive 
award targets and bonus opportunities are reviewed annually allowing the Committee to maintain an 
appropriate balance between rewarding high performance without encouraging excessive risk. 
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Executive Compensation 

The following table presents information with respect to total compensation of Bassett’s chief 
executive officer, its principal financial officer and its four other most highly compensated executive 
officers (the “named executive officers”) for the fiscal years ended November 28, 2020, November 30, 
2019 and November 24, 2018. 

 
SUMMARY COMPENSATION TABLE 

 

Name and principal position Year 

Salary 
($) 

Bonus 
($) 

Stock 
awards 
($)(1) 

Option 
awards 
($)(1) 

Non-equity 
incentive plan 
compensation 

($) 

Change in 
pension value 

and non-
qualified 
deferred 

compensation 
earnings 

($)(2) 

All other 
compensation 

($)(3) 

Total 
($) 

 
Robert H. Spilman, Jr., 

Chief Executive Officer 
and President 

 
2020 
2019 
2018 

 
 

 
    369,266 

415,000 
412,500 

 
 

 
225,354 

0 
0 
 

 
     0 

0 
214,500 

 
 

 
0 
0 
0 
 
 

 
0 
0 
0 
 
 

 
       485,099 

0 
372,660 

 
 

 
3,192 
8,320 
5,500 

 
 

 
1,082,911 

423,320 
1,005,160 

 
 

Bruce R. Cohenour,   
Senior Vice President 
and Chief Sales Officer  

2020 
2019 
2018 

 
 

336,378 
355,000 
353,333 

 
 

124,469 
0 
0 
 
 

0 
0 

107,250 
 
 

0 
0 
0 
 
 

0 
0 
0 
 

56,316 
64,754 
25,706 

 
 

21,236 
24,660 
22,750 

 

538,399 
444,414 
509,039 

 

Jack L. Hawn, Jr.  
   President of Zenith 

Freight Lines 

2020 
2019 
2018 

285,385  
311,000 
311,000 

 
 
 

64,000 
0 
0 
 
 
 

0 
0 
0 

0 
0 
0 
 

0 
38,595 

0 
 
 
 

0 
0 
0 
 
 
 

2,113 
4,750 
4,625 

 
 

351,498 
354,345 
315,625 

 
 
 

J. Michael Daniel, 
Senior Vice President 
and Chief Financial and 
Admin. Officer 

2020 
2019 
2018 

201,658 
217,917 
206,667 

 
 

107,764 
0 
0 
 

0 
0 

107,250 
 

0 
0 
0 
 
 

0 
0 
0 
  

40,155 
49,802 
9,537 

 

14,364 
16,700 
15,500 

 
 

363,941 
284,419 
338,954 

 
 
 

John E. Bassett, III,   
Senior Vice President 
and Chief Operations 
Officer 

2020 
2019 
2018 

201,658 
217,917 
206,667 

 
 

107,764 
0 
0 
 

0 
0 

107,250 

0 
0 
0 
 
 
 

0 
0 
0 
 

34,817 
51,894 
5,222 

 
 

14,330 
16,700 
15,500 

 
 

358,569 
286,511 
334,639 

 

 (1) Represents the aggregate grant date fair value of the awards made in each fiscal year as computed in 
accordance with FASB ASC Topic 718. These amounts do not necessarily correspond to the actual 
value that may be recognized by each named executive officer. Additional information regarding 
outstanding awards, including corresponding exercise prices and expiration dates, can be found in 
the “Outstanding Equity Awards at Fiscal Year-End” table on page 19. The assumptions used in 
determining the grant date fair values of the stock awards are set forth in Note 12 to our 
Consolidated Financial Statements, included in our Annual Report on Form 10-K for the fiscal year 
ended November 28, 2020. 

(2) This column includes the present value of long-term cash awards (“LTC Awards”) made to certain 
named executive officers during fiscal 2018 under the Management Savings Plan. Additional 
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information regarding these awards can be found in the “Pension Benefits” table on page 19.  In 
addition, with respect to Mr. Spilman, this column also includes benefits related to his participation 
in the Supplemental Retirement Plan. In 2019, the present value of Mr. Spilman’s benefit decreased 
by $1,008,471 but pursuant to SEC rules, the change in value is shown as $0.  

(3) No named executive officer received personal benefits in excess of $10,000 during fiscal 2020. This 
column also includes the value of any employer contributions to the Management Savings Plan for 
any named executive officer. Additional information regarding this plan can be found in the 
“Nonqualified Deferred Compensation” table on page 21. 

 
 

GRANTS OF PLAN-BASED AWARDS 
 

The following table sets forth information concerning individual grants of plan-based awards.  
 

Name Grant date 

 
 

Estimated future payouts under non-
equity incentive plan awards 

All other stock 
awards: 

number of 
shares of stock 

or units 
(#) 

Grant date value 
of stock and 

option awards 
($) 

Threshold 
($) 

Target 
($) 

Maximum 
($) 

       Robert H. Spilman, Jr. 
 Annual Cash Incentive 

Restricted Stock 
 

 
 

 
103,200 

 

 
172,000 

 

 
258,000 

 

 
-  
-  

 
 

 
-  
-  

 
 

Bruce R. Cohenour 
 Annual Cash Incentive 

Restricted Stock 
   

 
 

 
57,000 

 

 
95,000 

 

 
142,500 

 

 
-  
-  

 
 

 
-  
-  

 

Jack L. Hawn, Jr.  
Annual Cash Incentive 
Restricted Stock 

 

  
48,000 

 

 
80,000 

 

 
120,000 

 

 
-  
-  

 
 

 
-  
-  

 
 

J. Michael Daniel 
Annual Cash Incentive 
Restricted Stock 

 

 
 

 
49,350 

 

 
82,250 

 

 
123,375 

 

 
-  
-  

 

 
-  
-  

 
 

John E. Bassett III 
Annual Cash Incentive 
Restricted Stock 

 

 
 
 

 

 
49,350 

 

 
82,250 

 

 
123,375 

 

 
-  
-  

 
 

 
-  
-  
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END 
  

The following table sets forth information concerning the fiscal year-end number and terms of 
unexercised options and unvested restricted stock held by each of the named executive officers. 

 

Name 

Number of 
securities 

underlying 
unexercised 
options (#) 
exercisable 

Number of 
securities 

underlying 
unexercised 
options (#) 

unexercisable 

Option 
exercise 

price 
($) 

Option 
expiration 

date 

Number 
of shares 
or units 
of stock 

that have 
not 

vested 
(#) 

Market 
value of 

shares or 
units of 

stock that 
have not 
vested (1) 

($) 
       
Robert H. Spilman, Jr. 0 0 

 
- - 6,000  99,420 

       Bruce R. Cohenour 0 
 

0 
 

- - 3,000 
 

49,710 

       Jack L. Hawn, Jr.  0 
 

0 
 

- - 0 0 

       
       J. Michael Daniel 
 

0 0 - - 3,000 49,710 

       
John E. Bassett, III 0 

 
0 
 

- - 3,000 49,710 

 (1) The market value is based on closing stock price of $16.57 on November 27, 2020. 
 

 
OPTION EXERCISES AND STOCK VESTED 

 There were no stock options that were exercised and shares vested in 2020 were 6,000 for Robert 
H. Spilman, Jr., 3,000 for Bruce R. Cohenour, 3,000 for J. Michael Daniel, and 3,000 for John E. Bassett, 
III.  
 
 

PENSION BENEFITS 
The following table sets forth information as of November 28, 2020 concerning pension benefits 

under the Supplemental Retirement Plan (described below) for Mr. Spilman, who is the only named executive 
officer participating in that defined benefit pension plan. Additionally, in 2017 we made LTC Awards totaling 
$2,000,000 under the Management Savings Plan to certain management employees (described below). 
 

Name Plan name 

Number of 
years 

credited 
service (#) 

Present value of 
accumulated benefit ($) 

Payments 
during last 

fiscal year ($) 

Robert H. Spilman, Jr. 
Supplemental Retirement 
Income Plan (1) N/A 4,290,360 0 

Bruce R. Cohenour LTC Award N/A 307,754 0 

J. Michael Daniel LTC Award N/A 228,149 0 

John E. Bassett, III LTC Award N/A 333,400 0 

(1) Assuming no change in the rate of compensation for Mr. Spilman after November 28, 2020, the 
estimated annual benefit payable on retirement at age 65 to Mr. Spilman is $288,289.   
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Supplemental Retirement Plan 

The Supplemental Retirement Plan covers one current and certain former senior executives and 
was designed to promote long service as well as provide an additional retirement benefit. Upon retirement, 
the Supplemental Retirement Plan provides for lifetime monthly payments in an amount equal to 65% of 
the participant’s final average compensation as defined in the Supplemental Retirement Plan, which 
amount is reduced by (i) 50% of old age social security benefits, (ii) the benefit that would be payable on a 
life annuity basis from Company contributions to the Employee Savings/Retirement Plan based on a 
formula using maximum employee contributions, and (iii) the benefit that would be payable on a life 
annuity basis from funds the Company contributed to a defined benefit plan that was terminated in 1977. 
There is no provision under the Supplemental Retirement Plan for a disability benefit if a participant’s 
employment is terminated prior to age 65 due to disability; however, the participant, notwithstanding the 
termination of employment, will continue to be covered by the Supplemental Retirement Plan. The death 
benefit is divided into (a) prior-to-retirement death, which pays the beneficiary 50% of final average annual 
compensation for a period of 120 months, and (b) post-retirement death, which pays the beneficiary 200% 
of final 12 months’ compensation in a single payment. There are no benefits payable as a result of a 
termination of employment for any reason other than death or retirement, except there is a change of 
control provision which provides for the immediate vesting and payment of the retirement benefit under the 
Supplemental Retirement Plan in the event of an employment termination resulting from a change of 
control. The executive officer covered under this Supplemental Retirement Plan has waived participation in 
the Company’s group life insurance program. 

LTC Awards 

In fiscal 2017, Messrs. Bassett, Cohenour and Daniel each received an LTC Award in the amount 
of $400,000 under the Management Savings Plan. The LTC Awards vest in full on the first anniversary of 
the date of the award if the participant has reached age 63 by that time, or, if later, on the date the 
participant reaches age 63, provided in either instance that the participant is still employed by the Company 
at that time. If not previously vested, the awards will also vest immediately upon the death or disability of 
the participant prior to the participant’s separation from service. The awards will be payable in 10 equal 
annual installments following the participant’s death, disability or separation from service. We are 
accounting for the LTC Awards as a defined benefit pension plan. 

Deferred Compensation Agreements 
Mr. Spilman has entered into a Deferred Compensation Agreement with the Company pursuant to the 

Executive Deferred Compensation Plan. Under that agreement, Mr. Spilman deferred a portion of his 
compensation over the four-year period from 1985 to 1989.  

In addition, on May 1, 2017, our Board of Directors, upon the recommendation of the Organization, 
Compensation and Nominating Committee, adopted the Management Savings Plan. The Management 
Savings Plan is an unfunded, nonqualified deferred compensation plan maintained for the benefit of certain 
highly compensated or management level employees.  

The Management Savings Plan is an account-based plan under which (i) participants may defer 
voluntarily the payment of current compensation to future years (“participant deferrals”) and (ii) the 
Company may make annual awards to participants payable in future years (“Company contributions”). The 
Management Savings Plan permits each participant to defer up to 75% of base salary and up to 100% of 
any cash incentive compensation or other bonus, which amounts would be credited to a deferral account 
established for the participant. Such deferrals will be fully vested at the time of the deferral. Participant 
deferrals will be indexed to one or more deemed investment alternatives chosen by the participant from a 
range of alternatives made available under the Management Savings Plan. No “above market” crediting 
rates are offered under the Management Savings Plan. Each participant’s account will be adjusted to reflect 
gains and losses based on the performance of the selected investment alternatives. A participant may 
receive distributions from the Management Savings Plan: (1) upon separation from service, in either a lump 
sum or annual installment payments over up to a 15 year period, as elected by the participant, (2) upon 
death or disability, in a lump sum, or (3) on a date or dates specified by the participant (“scheduled 
distributions”) with such scheduled payments made in either a lump sum or substantially equal annual 
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installments over a period of up to five years, as elected by the participant. Participant contributions 
commenced during the third quarter of fiscal 2017. Company contributions will vest in full (1) on the third 
anniversary of the date such amounts are credited to the participant’s account, (2) the date that the 
participant reaches age 63 or (3) upon death or disability. Company contributions are subject to the same 
rules described above regarding the crediting of gains or losses from deemed investments and the timing of 
distributions.  

The following table shows a summary of all contributions to, earnings on and distributions received 
from the Management Savings Plan for each of our named executive officers for fiscal 2020. The account 
balances as of our fiscal year-end include all contributions and amounts earned by our named executive 
officers through the end of fiscal 2020. In addition, the following table provides details for Mr. Spilman’s 
deferred compensation account as of November 28, 2020. 

 
 

NONQUALIFIED DEFERRED COMPENSATION 
 

Name 

Executive 
contributions in 

last FY 
($) 

Registrant 
contributions in 

last FY 
($) 

Aggregate 
earnings in 

last FY 
($)(1) 

Aggregate 
withdrawals/ 
distributions 

($) 

Aggregate 
balance at 
last FYE 

($) (2) 

Robert H. Spilman, Jr. 0 0  84,850 0 780,749 

Bruce R. Cohenour 16,469 18,100 11,071 0 147,539 

Jack L. Hawn, Jr. 0 0 0 0 0 

J. Michael Daniel 13,241 11,750 8,360 0 103,480 

John E. Bassett, III 10,520 11,750 10,792 0 142,225  
(1) The earnings in this column reflect the earnings or losses on balances in the participant’s account for 

those participating in the Management Savings Plan.  Registrant contributions during the past fiscal 
year are included in the “All Other Compensation” column of the Summary Compensation Table on 
page 17 of this proxy statement. The table below shows the investment options available in the 
Management Savings Plan and the annual rates of return for fiscal 2020, as reported to us by the 
administrator of the Management Savings Plan.  

 
 

Fund 
 Rate of  

Return (%) 
LVIP Gov't Money Market - Standard Class  0.38% 
PIMCO VIT Real Return - Admin Class  10.81% 
LVIP PIMCO Low Duration Bond - Standard Class  4.04% 
LVIP SSgA Bond Index - Standard Class  7.16% 
PIMCO VIT Total Return - Admin Class  8.06% 
Fidelity VIP Freedom Income - Service Class  9.75% 
Fidelity VIP Freedom 2020 - Service Class  13.81% 
Fidelity VIP Freedom 2030 - Service Class  15.42% 
Fidelity VIP Freedom 2040 - Service Class  17.76% 
Fidelity VIP Freedom 2050 - Service Class  17.39% 
MFS VIT Total Return Series - Initial Class  9.26% 
American Funds Growth-Income - Class 2  12.56% 
LVIP MFS Value - Standard Class  3.58% 
Fidelity VIP Contrafund - Service Class  29.61% 
LVIP SSgA S&P 500 Index - Standard Class  17.09% 
LVIP SSgA Mid-Cap Index - Standard Class  9.24% 
Delaware VIP Smid Cap Core Series - Standard Class  5.86% 
AB VPS Small/Mid Cap Value - Class A  -0.71% 
LVIP SSgA Small-Cap Index - Standard Class  12.87% 
LVIP Mondrian International Value - Standard Class  -4.66% 



 

22 

LVIP SSgA International Index - Standard Class  5.93% 
American Funds International - Class 2  11.31% 
Delaware VIP Emerging Markets Series - Standard Class  24.01% 
Delaware VIP REIT Series - Standard Class  -14.70% 
DWS VS II Alternative Asset Allocation VIP - Class A  4.75% 
PIMCO VIT Commodity Real Return Strategy - Admin Class  0.88% 
Non-Interest Bearing Fund  0.00% 

 
 (2) Upon Mr. Spilman’s retirement at age 65, he would be entitled to annual payments of $108,125 for a 

fifteen year period.  Upon his death prior to retirement, his beneficiary would receive annual 
payments for a fifteen year period as specified in the agreement. Had death occurred on November 
28, 2020, the beneficiary would receive $96,547 per year. 

 
Potential Payments Upon Termination of Employment 

In January 2009, the Board of Directors adopted the Severance Program. All executive officers and 
other management employees participate in the Severance Program. Also, the Company entered into 
Employment Continuity Agreements with Messrs. Spilman and Bassett in January 2009 and with Messrs. 
Cohenour and Daniel in January 2014. The Severance Program and the Employment Continuity 
Agreements are described below. 

Severance Program 
Under the terms of the Severance Program, in the event that the participant’s employment is 

terminated by the Company for reasons other than “cause” or the participant’s death or disability, the 
participant will be entitled to receive: 
• a monthly cash payment equal to (A) the product of (i) the participant’s base salary, (ii) a severance 

multiplier and (iii) the participant’s years of service (less any other cash severance or pay in lieu of 
notice under any other severance program, including the Employment Continuity Agreements, or 
applicable law) divided by (B) the number of months in the participant’s severance period; 

• if the participant is an executive officer, a lump sum cash payment equal to the participant’s average 
annual performance bonus for the three fiscal years preceding the date of termination; 

• if the participant is an executive officer, the prorated portion of the participant’s actual annual 
performance bonus for the fiscal year in which the participant’s employment is terminated, payable in 
cash concurrently with the payment to other participants in the Company’s annual bonus plan; 

• continued health insurance coverage for the duration of the severance period; and 
• outplacement services for the period and up to the limits specified in the program. 

The term “cause” means (i) the willful and repeated failure of the executive to perform substantially 
his or her duties (other than failure resulting from incapacity due to physical or mental illness), (ii) 
conviction of, or plea of guilty or nolo contendere to, a felony which is materially and demonstrably 
injurious to the Company, or (iii) the willful engagement in gross misconduct in violation of Company 
policy. 

A participant’s total cash severance benefits may not exceed the maximum payout specified in the 
program for such participant. 

The following chart sets out the severance multiplier, maximum payout, severance period and 
outplacement period and cost limit for each category of participants: 

 

Job classification Multiplier Maximum payout Severance period 

Outplacement 
period and 
cost limit 

     

President/CEO .25 2 times Base Salary + Average Bonus + 
Prorated Bonus 

18 months  6 months 
$ 15,000 limit 

     

Senior Vice President .125 1 times Base Salary + Average Bonus + 12 months  3 months 
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Prorated Bonus $ 7,500 limit 
     

Other Executive 
Officers 

.125 .75 times Base Salary + Average Bonus 
+ Prorated Bonus 

9 months  3 months 
$ 7,500 limit 

     

Non-Executive Officers .0833 .50 times Base Salary 6 months  None 
     

Other Management 
Employees 

.0833 .25 times Base Salary 3 months  None 

 
A participant’s entitlement to benefits under the Severance Program ceases upon the participant’s 

employment by a competitor. 

Employment Continuity Agreements 
Under the terms of the Employment Continuity Agreements, in the event that a “change in control” 

has occurred and the executive’s employment is terminated by the Company before the second anniversary 
thereof for reasons other than “cause,” death or disability or by the participant for “good reason” within the 
90 day period following the “change in control,” the participant will be entitled to receive: 

• a lump sum cash payment equal to the product of the executive’s “required base salary” and a 
change in control severance multiplier (which is equal to two for the President and Chief 
Executive Officer and one for the other executives); 

• a lump sum cash payment equal to the executive’s most recently established target annual 
performance bonus plus the executive’s average annual performance bonus for the three fiscal 
years preceding the date of termination; 

• continued health insurance coverage for the duration of the severance period (which is 18 
months for the President and Chief Executive Officer and 12 months for the other executives); 

• a lump sum cash payment equal to the present value of continued life insurance and long-term 
disability coverage for the duration of the severance period; and 

• outplacement services (for a period of six months and three months for the President and Chief 
Executive Officer and the other executives, respectively, with a cost limit of $15,000 and 
$7,500 for the President and Chief Executive Officer and the other executives, respectively). 

The term “change in control” is defined for purposes of the Employment Continuity Agreements the 
same as it is under the Company’s Employee Stock Plan. Under the Employee Stock Plan, a “change in 
control” includes generally (i) the acquisition by an individual, an entity or a group of beneficial ownership 
or voting power of 30% or more of the Company’s outstanding common stock, (ii) certain changes in the 
constitution of the Company’s Board of Directors that have not been approved by the current Board, (iii) 
stockholder approval of a reorganization, merger or consolidation in which the then-current stockholders 
cease to own at least 75% of the then outstanding shares of common stock, (iv) stockholder approval of a 
complete liquidation or dissolution of the Company and (v) the sale or other disposition of all or 
substantially all of the assets of the Company. An executive’s “required base salary” means the higher of 
(i) his base salary in effect immediately prior to the change in control and (ii) his highest base salary at any 
point in time after the change in control. The term “good reason” means (i) a material reduction in the 
executive’s base salary below the required base salary, (ii) a material diminution in the executive’s 
authority, duties or responsibilities, (iii) a material diminution in the authority, duties or responsibilities of 
the supervisor to whom the executive is required to report, including a requirement that the executive report 
to a corporate officer or other employee if the executive reported to the Board of Directors prior to the 
change in control; (iv) a material diminution in the budget over which the executive retains authority; or (v) 
a change at the request of the employer in the executive’s principal work location of more than 50 miles; in 
each case provided the executive gives notice to the employer of the existence of such condition within 30 
days of its initial existence and the employer has not remedied the condition within 30 days of such notice. 
The term “cause” has the same meaning as under the Severance Program. 

The Employment Continuity Agreements may be amended or terminated by the Board of Directors at 
any time, provided that the agreements cannot be terminated or amended after the occurrence of a change 
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in control, and provided further that the agreements cannot be terminated or amended in a manner that 
would adversely affect the rights of participants after the Board of Directors has knowledge of a potential 
change in control unless and until the Board of Directors has determined that such potential change in 
control will not be consummated and the Board of Directors does not have knowledge of any other 
potential change in control. 

General 
 
Each of the Severance Program and the Employment Continuity Agreements provides for 

severance benefits to be paid in a manner intended to comply with, or be exempt from, Section 409A of the 
Internal Revenue Code, including delaying certain benefits for a period of six months following termination 
if necessary. In addition, severance benefits are subject to reduction to avoid any excise tax on excess 
“parachute payments” under Section 280G of the Internal Revenue Code. All employees who accept 
benefits under the Severance Program or the Employment Continuity Agreements will be required to sign a 
release of claims and will be subject to certain covenants, including a one-year non-solicitation agreement. 
 
Potential Payments Table 

The table below shows the estimated amount of payments and benefits that the Company would 
provide to the named executive officers under the Severance Program assuming that their employment was 
terminated as of November 28, 2020 for reasons other than cause, death or disability. The table also shows 
the estimated amount of payments and benefits that the Company would provide those named executive 
officers who have entered into Employment Continuity Agreements assuming that their employment was 
terminated as of November 28, 2020 by the Company without cause or by the executives with good reason, 
in each case within the period specified in the agreements following a change in control. 
 

 

Salary 
continuation 

($) 

Lump 
sum 
cash 

payment 
($) 

Continuation 
of health 
insurance 

coverage ($) 

Outplacement 
services cost 

limit ($) 

Accelerated 
vesting of 

stock 
options ($)(1) 

Accelerated 
vesting of 
restricted 

stock ($)(1) 

 
Total 

benefits ($) 

        
Robert H. Spilman, Jr.(2) 

Termination without cause 
Termination following a change in control 

860,000 
0 

116,992 
1,154,848 

17,148 
17,148 

15,000 
     15,000                 

0 
0 

 
0 

99,420 
1,009,140 

1,286,416 (2) 
        
Bruce R. Cohenour 

Termination without cause 
Termination following a change in control 

362,000 
0 

52,813 
513,104 

5,743 
5,743 

7,500 
7,500 

0 
0 

 
0 

49,710 
428,056 

   576,057 
         
Jack L. Hawn, Jr.  

Termination without cause 
Termination following a change in control 

320,000 
n/a 

12,865 
n/a 

6,302 
n/a 

7,500 
n/a 

0 
n/a 

 
0 

n/a 
346,667 

n/a 
        
        
J. Michael Daniel 

Termination without cause 
Termination following a change in control 

235,000 
0 
 
 
 

38,440 
357,823 

 
 
 

11,757 
11,757 

 
 
 

 
7,500 
7,500 

 
 
 

0 
0 
 
 
 

0 
49,710 

 
 
 

292,697 
426,790 

 
 
 

John E. Bassett III 
Termination without cause 
Termination following a change in control 

235,000 
0 
 
 
 

38,440 
357,823 

 
 
 

11,757 
11,757 

 
 
 

 
7,500 
7,500 

 
 
 

0 
0 
 
 
 

0 
49,710 

 
 
 

292,697 
426,790 
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(1) Pursuant to the terms of the Company’s stock incentive plans and the applicable award agreements, 
upon the occurrence of a “change in control,” as defined in the plans and a qualifying termination of 
employment within two years following a change in control, the vesting of all options granted under 
the plans will accelerate and all restrictions imposed on shares of restricted stock will lapse. 

(2) In addition to the amounts shown in the table, Mr. Spilman’s retirement benefit under the 
Supplemental Retirement Plan would be accelerated upon a termination following a change in control, 
resulting in the payment of an estimated annual benefit of $343,892 commencing upon such 
termination. 

 
Equity Compensation Plan Information 

The following table provides information as of November 28, 2020 with respect to shares of common 
stock that may be issued under existing equity compensation plans. All equity compensation plans currently 
in place have been approved by the stockholders. 
 

Plan 

Number of securities 
to be issued upon 

exercise of 
outstanding options 

Weighted average 
exercise price of 

outstanding 
options 

Number of securities 
remaining available for 
future issuance under 
equity compensation 

plans (excluding 
securities reflected in 

column (a)) 

Equity Compensation Plans Approved by Stockholders(1) 5,250 $8.02 155,080(2) 

Equity Compensation Plans Not Approved by Stockholders(3) N/A  N/A N/A 

Total 5,250 $8.02 155,080 (2) 
 
(1) Includes in columns (a) and (b) outstanding awards under the expired 2010 Stock Incentive Plan.  

Includes in column (c) shares remaining available for issuance under the 2017 Employee Stock 
Purchase Plan. 

(2) Consists of shares available under the 2017 Employee Stock Purchase Plan including 6,221 shares 
available to be purchased in the then current period.  

(3) There are no equity compensation plans in place not approved by stockholders. 
 
CEO Pay Ratio  

For fiscal 2020, the median annual total compensation of all our employees (other than our CEO) 
was $35,411 and the annual total compensation for the CEO was $1,082,911. The ratio of our CEO’s annual 
total compensation to the median annual compensation of all other employees was estimated to be 31:1. We 
believe this ratio is a reasonable estimate calculated in a manner consistent with Item 402(u) of Regulation 
S-K, promulgated by the Dodd-Frank Wall Street Reform Act and Consumer Protection Act of 2010. 
 
To identify the median compensated employee, we used the following methodology and assumptions:  
    

●  We collected all the compensation data for fiscal year 2020 of all our employees globally who were 
employed on November 28, 2020.  

    
●  We annualized compensation for employees who were terminated or hired between December 1, 

2019 and November 28, 2020.  The compensation in non-U.S. currencies was converted to U.S. 
dollars using exchange rates as of November 28, 2020.   

    
●  We used the following pay elements to determine total annual compensation for the median: base 

salary (including overtime, vacation and holiday pay) and bonuses. 
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PROPOSAL NO. 2 
 

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM 

The Audit Committee has selected Ernst & Young LLP as independent registered public accounting 
firm to audit the financial statements of the Company for the fiscal year ending November 27, 2021. This 
selection is being presented to the stockholders for their ratification at the Annual Meeting of Stockholders. 
The firm of Ernst & Young LLP is considered well qualified. Representatives of Ernst & Young LLP are 
expected to be present virtually at the Annual Meeting of Stockholders with an opportunity to make a 
statement if they desire to do so and are expected to be available to respond to appropriate questions. 

Audit and Other Fees   
Audit Fees. The aggregate fees billed by Ernst & Young LLP for audit services (audit of the 

Company’s annual financial statements, audit of internal control over the Company’s financial reporting, 
review of the Company’s quarterly financial statements included in its Forms 10-Q, and assistance with and 
review of SEC filings) for fiscal year 2020 and fiscal year 2019 were $910,000 and $865,000, respectively. 

Audit-Related Fees. There were no fees billed for audit-related services by Ernst & Young LLP in 
fiscal year 2020 and fiscal year 2019 not otherwise reported in the preceding paragraph. 

Tax Fees. The aggregate fees billed by Ernst & Young LLP in fiscal year 2020 and fiscal year 2019 
for tax-related services were $249,679 and $208,387, respectively. Tax compliance services accounted for 
$168,314 of the fees billed in fiscal year 2020 and $161,900 of the fees billed in fiscal year 2019. 

All Other Fees. In each of fiscal year 2020 and fiscal year 2019, the Company paid an additional 
$2,715 and $5,500, respectively, to Ernst & Young LLP for a subscription to its online accounting research 
tool. None of the services provided by Ernst & Young LLP consisted of financial information systems 
design or implementation services. 

The Audit Committee considered whether, and determined that, the auditor’s provision of non-audit 
services was compatible with maintaining the auditor’s independence. In accordance with provisions of the 
Sarbanes-Oxley Act of 2002, all audit and non-audit services provided to the Company by its independent 
auditors must be pre-approved by the Audit Committee. As authorized by that statute, the Audit Committee 
has delegated authority to the chairperson of the Audit Committee to pre-approve audit and non-audit 
services when the Audit Committee is not in session. Any decisions by the chairperson of the Audit 
Committee under this delegated authority will be reported at the next meeting of the Audit Committee. All 
services described above were pre-approved by the full Audit Committee. 

 
Recommendation 
 

The Board of Directors recommends a vote FOR the ratification of the selection of Ernst & Young 
LLP as independent registered public accounting firm to audit the financial statements of the Company for 
the fiscal year ending November 27, 2021, and proxies solicited by the Board of Directors will be so voted 
unless stockholders specify a different choice. If the stockholders do not ratify the selection of Ernst & 
Young LLP, the selection of independent public accountants will be reconsidered by the Audit Committee. 
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PROPOSAL NO. 3 
 

ADVISORY VOTE ON EXECUTIVE COMPENSATION 
(SAY-ON-PAY) 

 
In accordance with Section 14A of the Exchange Act, we are asking stockholders to approve the 

following advisory resolution at the Annual Meeting of Stockholders: 

RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed in 
this Proxy Statement, including the Compensation Discussion and Analysis, compensation tables 
and narrative discussion, is hereby APPROVED. 

The primary goal of our executive compensation program is the same as our goal for operating the 
Company – to maximize corporate performance and thereby create value for our stockholders.  To achieve 
this goal we have designed an executive compensation program based on the following principles: 

• Paying for performance – A significant portion of each executive’s potential cash compensation 
is made subject to achieving business performance measures. 

• Alignment with the interests of stockholders – Equity awards align our executives’ financial 
interests with those of our stockholders by providing value to our executives if the market price 
of our stock increases. 

• Attracting and retaining top talent – The compensation of our executives must be competitive so 
that we may attract and retain talented and experienced executives in our industry. 

We believe the design and operation of our compensation program effectively incorporates these 
principles, as illustrated by the following: 

• In recognition of disruptive marketplace trends threatening the traditional furniture industry for 
the last several years and to keep fixed costs under control, the base salaries of our executives 
have changed only modestly in recent years.  For example, our chief executive officer’s salary 
has increased by 7.5% in the aggregate from fiscal 2017 to fiscal 2020. 
 

• This is the third consecutive year in which no annual performance-based bonus awards were 
earned, except for Mr. Hawn, who earned a bonus for fiscal 2019.  Our named executive 
officers for fiscal year 2018 earned equity awards for that year, based on achieving the 
maximum goal for cash flow from operations for 2018, and those awards vested in January 
2021. Those awards were targeted at and earned 52% of salary for the named executive 
officers other than Mr. Cohenour, whose target and earned award was 30% of salary. With the 
most recent long-term equity incentive awards comprising between 21% and 32% of total 
compensation in 2018, based on at risk performance measures like the annual cash incentive, 
we feel the executive pay mix is in line with shareholders’ long-term interests.    

 
For a detailed description of our executive compensation policies and programs and how they are 

designed to motivate superior performance, we urge stockholders to read the Compensation Discussion and 
Analysis in this proxy statement beginning on page 11.  The Compensation Discussion and Analysis also 
discusses the compensation objectives and principles that underlie the Company’s executive compensation 
program, the elements of the program and how performance is measured, evaluated and rewarded. 

This vote is not intended to address any specific item of compensation, but rather the overall 
compensation that is paid to our named executive officers resulting from our compensation objectives, 
policies and practices as described in this proxy statement.  Because your vote is advisory, it will not be 
binding upon the Board of Directors.  However, the Board of Directors and the Organization, 
Compensation and Nominating Committee value the opinions expressed by our stockholders and will 
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review the voting results in connection with their ongoing evaluation of our executive compensation 
program.  

Recommendation 
 
Our Board of Directors recommends a vote FOR the above advisory resolution approving the 

compensation paid to our named executive officers, as disclosed in this proxy statement, and proxies 
solicited by the Board of Directors will be so voted unless stockholders specify a different choice. 
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PROPOSAL NO. 4 
 

APPROVAL OF THE BASSETT FURNITURE INDUSTRIES INCORPORATED STOCK 
INCENTIVE PLAN 

  

Our Board of Directors has approved the Bassett Furniture Industries, Incorporated 2021 Stock 
Incentive Plan (the “2021 Plan”) and directed that it be submitted to our stockholders for approval. The 
principal features of the 2021 Plan are summarized below. The complete text of the 2021 Plan is attached 
as Exhibit [ ]. 

The 2021 Plan is intended to promote the success and enhance the value of the Company by linking 
the personal interests of participants to those of the Company’s stockholders, and by providing participants 
with an incentive for outstanding performance. The Plan is also intended to provide flexibility to the 
Company to motivate, attract, and retain the services of key employees upon whose judgment, interest and 
special effort the successful conduct of its operation largely is dependent. Outside consultants and non-
employee members of our Board of Directors may also receive awards under the 2021 Plan. 

The primary reason for adopting the 2021 Plan is to replace the Bassett Furniture Industries, 
Incorporated 2010 Employee Stock Incentive Plan (the “2010 Plan”) which expired on January 19, 2020. 
Certain awards under the 2010 Plan remain outstanding but no new awards may be granted under the 2010 
Plan. We are seeking to reserve 500,000 shares of our common stock for future awards under the 2021 
Plan, which we expect to last for 5 to 7 years based on historical share usage rates.   

We are requesting that our stockholders approve the 2021 Plan so that we may grant new stock-based 
awards to our key employees, non-employee directors, and outside consultants. The 2021 Plan will become 
effective immediately upon your approval. 

Eligibility and Administration 
All present and future non-employee directors, key employees and outside consultants of the 

Company are eligible to receive incentive awards under the 2021 Plan. A key employee is an employee in a 
managerial or other key position who is expected to make important contributions to the Company or its 
subsidiaries. Our Organization, Compensation and Nominating Committee (the “Committee”) selects 
eligible key employees and outside consultants to receive awards under the 2021 Plan in its discretion. Our 
Board of Directors (excluding for these purposes any members who are employees), or any committee 
designated by the Board of Directors, selects eligible non-employee directors to receive awards under the 
2021 Plan in its discretion. We estimate that we have approximately 19 key employees (8 of whom are 
officers) and 7 non-employee directors who may be eligible for awards under the 2021 Plan. 

The Committee administers the 2021 Plan and has the power and complete discretion to select key 
employees and outside consultants to receive awards, determine the nature and size of each such award and 
interpret and administer the 2021 Plan in all other respects with respect to such awards. The Board of 
Directors, or any committee designated by the Board of Directors, has such power and complete discretion 
with respect to any awards made or to be made to non-employee directors. The Committee is selected by 
our Board of Directors and consists solely of independent, non-employee directors. 

Types of Awards 
Participants may receive the following types of incentive awards under the 2021 Plan: stock options, 

stock appreciation rights, payment shares, restricted stock, restricted stock units and performance shares. 
Stock options may be incentive stock options or nonstatutory stock options. Stock appreciation rights may 
be granted in tandem with stock options or as a freestanding award. Non-employee directors and outside 
consultants are eligible to receive restricted stock and restricted stock units only. 
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Shares and Share Limits 
The maximum number of shares that may be issued pursuant to awards granted under the 2021 Plan 

is 500,000. The maximum number of shares that may be issued to any one individual in any three-
consecutive-calendar year period is 300,000. The maximum cash payment that may be made to any one 
individual in any three-consecutive-calendar year period is $1,000,000.00. The closing price per share of 
the Company’s common stock on January 29, 2021 was $19.38. 

If an award under the 2021 Plan is forfeited, expires or is cancelled, any unissued shares allocable to 
that award may be used for a new award under the 2021 Plan. Shares exchanged in payment of an option 
exercise price or retained to satisfy applicable withholding taxes may not be subjected to new awards and 
the cash proceeds from option exercises may not be used to purchase open-market shares for reuse under 
the 2021 Plan. Stock-settled stock appreciation rights (if granted) will be counted against the share reserve 
based on the total number of stock appreciation rights granted (rather than the net number of shares issued). 

The number of shares that may be issued under the 2021 Plan will be proportionately adjusted in the 
event of a recapitalization event such as a stock dividend, stock split, merger, acquisition or other similar 
event affecting our common stock. The 2021 Plan does not permit option or SAR repricing without 
stockholder approval, except in connection with a recapitalization event. 

Minimum Vesting Requirements 

 No award under the 2021 Plan may vest in whole or in part before the first anniversary of the grant 
date, except in the case of a participant’s death or disability, provided that awards with respect to up to 
25,000 shares (5% of the total share reserve) may be granted without regard to this requirement. 

Stock Options and SARs 
The 2021 Plan authorizes grants of incentive stock options or nonstatutory stock options. Incentive 

stock options are designed to qualify for favorable tax treatment under Internal Revenue Code Section 422, 
while nonstatutory stock options are not. The exercise price of either type of option may not be less than 
100 percent of the fair market value per share of our common stock on the date the option is granted. Fair 
market value is the closing price per share of our common stock as reported by the national securities 
exchange on which our common stock is listed on the date the option is granted (or the most recent prior 
trading day). Our common stock is currently listed on the NASDAQ Global Select Market. The maximum 
term of any option is ten years from the date of grant. No more than five hundred thousand (500,000) 
shares may cover incentive stock options granted under the 2021 Plan. 

A stock appreciation right (“SAR”) represents the right to receive the excess of the fair market value 
of a share of our common stock on the date of settlement over the fair market value of our common stock 
on the date of grant. SARs may be settled in cash or in shares of our common stock or a combination of 
both. SARs may be granted in tandem with stock options. When the participant exercises either the option 
or the SAR, the other part of the tandem award is cancelled without payment. The maximum term of an 
SAR is ten years from the date of grant. 

Payment Shares 
Payment shares are shares of our common stock issued without restrictions in lieu of any cash 

compensation a participant would otherwise be entitled to receive. The number of payment shares a 
participant receives is determined by dividing the cash compensation otherwise payable by the fair market 
value per share of our common stock on the date of grant. Any payment shares granted under the 2021 Plan 
will come from and reduce the 5% pool that is exempt from the one-year minimum vesting requirement as 
described above. 
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Restricted Stock 

Restricted stock awards are shares of our common stock issued subject to service or performance-
based restrictions on transferability. The Committee determines the restrictions as well as the conditions 
under which the restrictions may lapse. If provided by the Committee, restrictions may lapse earlier than 
the end of the restriction period in the event of a participant’s disability, death or retirement, or the 
occurrence of a change in control. 

Restricted Stock Units 
Restricted stock units are rights to receive shares of our common stock (or cash in lieu of the shares) 

subject to service-based vesting conditions. The Committee determines the length of the vesting period and 
the other terms and conditions of the award. If provided by the Committee, restricted stock units may vest 
earlier than the end of the vesting period in the event of a participant’s disability, death or retirement, or the 
occurrence of a change in control. Restricted stock units may be settled in shares of our common stock, in 
cash, or in a combination of both. 

Performance Shares 
Performance shares are rights to receive shares of our common stock (or cash in lieu of the shares) 

subject to performance-based vesting conditions. The Committee determines the performance measures, the 
length of the performance period, and the other terms and conditions of the award. Performance periods 
must be at least twelve months long. If provided by the Committee, performance shares may vest earlier 
than the end of the performance period in the event of a participant’s disability, death or retirement, or the 
occurrence of a change in control. Performance shares may be settled in shares of our common stock, in 
cash, or in a combination of both. 

Director Awards 

 The Board of Directors may approve grants of restricted stock and restricted stock units under the 
2021 Plan to our nonemployee directors. The Chief Executive Officer does not participate in Board actions 
to approve such grants. The maximum grant-date fair value of awards that may be granted to any single 
nonemployee director in any single calendar year is $100,000.  

Change in Control 

 The 2021 Plan generally provides for “double trigger” vesting of awards upon a change in control, 
meaning the vesting of awards generally accelerates only upon a qualifying termination (termination 
without cause or termination for good reason) that occurs within two years following the consummation of 
a change in control. However, if a change in control occurs in which the Company is not the surviving 
entity, and if the surviving entity does not agree to substitute for or assume outstanding awards, then the 
vesting of awards will accelerate upon the change in control or sufficiently in advance of the change in 
control to allow participants to realize the intended benefits of the awards, with any performance share 
awards vesting at the greater of target or actual performance as of the date of the change in control.   

Clawback Policy 
 

Awards granted under the 2021 Plan are subject to the Company’s clawback policy, which 
provides that that the Company will seek to recover any erroneously awarded incentive-based 
compensation received by a covered executive officer during the three-year period preceding any date on 
which the Company is required to prepare an accounting restatement due to its material noncompliance 
with any financial reporting requirement under the United States federal securities laws. A copy of the 
clawback policy is available on our website, www.bassettfurniture.com.  
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Transferability and Modification of Awards 
Participants may not sell, transfer, or pledge their interest in restricted stock units or performance 

shares. Participants may not sell, transfer, or pledge shares of restricted stock until the shares become 
unrestricted. Options and SARs may be transferable by a participant in accordance with their terms, as 
determined by the Committee. Participants may designate a beneficiary to receive benefits after the 
participant’s death, if the incentive award allows. The Committee may modify awards consistent with the 
terms of the 2021 Plan, if not detrimental to a participant. 

Amendment and Termination of the 2021 Plan. 
Our Board of Directors may amend the 2021 Plan from time to time as it deems advisable and may 

terminate the 2021 Plan at any time. Unless sooner terminated by our Board, the 2021 Plan will 
automatically terminate on March 10, 2031. Amendments to increase the total number of shares of our 
common stock reserved under the 2021 Plan, to expand the classes of eligible participants or otherwise to 
provide additional material benefits to participants must be approved by our shareholders. However our 
Board may amend the Plan as necessary and without shareholder approval in order to comply with 
applicable securities and tax laws. 
  
Federal Income Tax Consequences. 

Generally, with the exception of payment shares, a participant in the 2021 Plan will not incur any 
federal income tax when he receives an award, unless a participant who receives a restricted stock award 
makes a Section 83(b) election with respect to the award. If the participant makes a Section 83(b) election, 
the participant will recognize ordinary income equal to the fair market value of the restricted shares on the 
date of grant, and generally will not recognize any additional ordinary income at the time the restrictions 
with respect to the shares lapse. A participant will generally incur federal income tax upon delivery of 
payment shares when he receives the shares, equal to the fair market value of the shares at the time of 
delivery. Upon exercise of a nonstatutory stock option or stock appreciation right, a participant generally 
will recognize ordinary income equal to the difference between the fair market value of the common stock 
or cash acquired on the date of the exercise and the option exercise price or stock appreciation right base 
price.  

A participant generally will not recognize any ordinary income upon exercise of an incentive stock 
option unless the participant is subject to the alternative minimum tax. If the participant holds the stock 
purchased upon exercise of an incentive stock option until the later of two years after the date of grant or 
one year after exercise, then any profit or loss realized on the later sale or exchange of the stock relative to 
the exercise price will be capital gain or loss. If the participant sells or exchanges the stock prior to 
expiration of the holding period, the participant generally will recognize ordinary income or loss equal to 
the difference between the fair market value of the shares at the time of exercise (or, if less, the amount 
realized upon the sale or exchange) and the exercise price, and any additional profit will be capital gain. 

Unless the participant has made a Section 83(b) election, upon vesting of restricted stock, a 
participant will generally recognize ordinary income equal to the fair market value of the shares, 
determined at the time of vesting.  

A participant will generally recognize ordinary income upon payment of restricted stock units and 
performance shares, equal to the cash received or the fair market value of the shares paid under the award 
determined at the time of payment. 

Assuming that a participant’s compensation is otherwise reasonable and that the statutory limitations 
on compensation deductions (including the limitations under Internal Revenue Code Sections 162(m) and 
280G) do not apply, we usually will be entitled to a business expense deduction when and for the amount 
which a participant recognizes ordinary income in connection with an incentive award, as described above. 
We generally do not receive a deduction in connection with the exercise of an incentive stock option. 

If any award is treated as deferred compensation subject to Internal Revenue Code Section 409A, 
additional provisions of the 2021 Plan will apply to avoid additional tax being imposed on the participant. 
The additional provisions include a six-month delay in payments after a separation from service for 
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specified employees (generally our highest-paid officers). Awards subject to Section 409A may not have 
payment accelerated and may only be paid on a change in control under a more limited definition than 
would otherwise apply. 

New Plan Benefits 
Because benefits under the 2021 Plan will depend on the Committee’s actions and the fair market 

value of our common stock in the future, it is not possible to determine the benefits that will be received by 
participants if the 2021 Plan is approved by our stockholders. 

Recommendation 
The Board of Directors recommends a vote FOR approval of the 2021 Plan and proxies solicited by 

the Board of Directors will be so voted unless stockholders specify a different choice. 
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ADDITIONAL INFORMATION 

Stockholder Proposals for Inclusion in the Proxy Statement 
Any proposal that a stockholder intends to present for action at the 2022 Annual Meeting of 

Stockholders (“2022 Annual Meeting”) must be received by the Company not later than October 11, 2021 
in order for the proposal to be included in the proxy statement and form of proxy for the 2022 Annual 
Meeting. Any such proposal must meet the applicable requirements of the Exchange Act and the rules and 
regulations thereunder. Such proposals should be sent to Jay R. Hervey, Secretary, Bassett Furniture 
Industries, Incorporated, Post Office Box 626, Bassett, Virginia 24055.  

Other Stockholder Proposals and Nominations 
The Company’s Bylaws prescribe the procedures that a stockholder must follow to nominate 

directors for election at an annual meeting or to bring other business before an annual meeting (other than 
matters that have been included in the Company’s proxy statement for such meeting). The Chairman of the 
meeting may refuse to acknowledge the nomination of any person as a director or any other proposal by a 
stockholder not made in compliance with these procedures. The following summary of these procedures is 
qualified by reference to the Company’s Bylaws, a copy of which may be obtained, without charge, upon 
written request to Jay R. Hervey, Secretary, Bassett Furniture Industries, Incorporated, Post Office Box 
626, Bassett, Virginia 24055. 

A stockholder who desires to nominate a director for election at an annual meeting must give timely 
written notice thereof to the Secretary of the Company by personal delivery or by registered or certified 
mail, postage prepaid, at the address shown above. To be timely, a stockholder’s notice must be received 
not later than December 10, 2021, for nominations to be made at the 2022 Annual Meeting. The notice 
must contain the information specified in the Bylaws regarding the stockholder giving the notice and each 
person whom the stockholder wishes to nominate for election as a director. The notice must be 
accompanied by the written consent of each proposed nominee to serve as a director of the Company, if 
elected. 

A stockholder who desires to bring any other business before an annual meeting (other than matters 
that have been included in the Company’s proxy statement for such meeting) must give timely written 
notice thereof to the Secretary of the Company by personal delivery or by registered or certified mail, 
postage prepaid, at the address shown above. To be timely, a stockholder’s notice must be received not 
later than October 1, 2021 for business to be acted upon at the 2022 Annual Meeting. The notice must 
contain the information specified in the Bylaws regarding the stockholder giving the notice and the 
business proposed to be brought before the meeting. 

With respect to stockholder proposals not included in the Company’s proxy statement for the 2022 
Annual Meeting, the persons named in the Board of Directors’ proxy for such meeting will be entitled to 
exercise the discretionary voting power conferred by such proxy under the circumstances specified in Rule 
14a-4(c) under the Exchange Act, including with respect to proposals received by the Company after 
October 1, 2021. 

COPIES OF THE COMPANY’S ANNUAL REPORT ON FORM 10-K FOR THE FISCAL 
YEAR ENDED NOVEMBER 28, 2020, AS FILED WITH THE SECURITIES AND EXCHANGE 
COMMISSION, CAN BE OBTAINED WITHOUT CHARGE UPON WRITTEN REQUEST TO 
JAY R. HERVEY, SECRETARY, BASSETT FURNITURE INDUSTRIES, INCORPORATED, 
POST OFFICE BOX 626, BASSETT, VIRGINIA 24055. 
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BASSETT FURNITURE INDUSTRIES, INCORPORATED  
2021 Stock Incentive Plan  

  
Effective March 10, 2021 

  
Article 1. Establishment, Purpose, and Duration  
  

1.1 Establishment of the Plan. Bassett Furniture Industries, Incorporated, a Virginia 
corporation (hereinafter referred to as the “Company”), hereby establishes an incentive compensation plan 
to be known as the Bassett Furniture Industries, Incorporated 2021 Stock Incentive Plan (hereinafter 
referred to as the “Plan”), as set forth in this document. The Plan permits the payment of compensation in 
shares of the Company’s common stock in lieu of cash and the grant of Nonqualified Stock Options, 
Incentive Stock Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock Units, Payment 
Shares, and Performance Shares.  
  

Subject to approval of the Company’s shareholders, the Plan shall be effective as of March 10, 
2021 (the “Effective Date”), and shall remain in effect as provided in Section 1.3. The Plan, as amended 
and restated herein, shall not become effective unless shareholder approval is obtained.  
  

1.2 Purpose of the Plan. The purpose of the Plan is to promote the success and enhance the 
value of the Company by linking the personal interests of Participants to those of the Company’s 
shareholders, and by providing Participants with an incentive for outstanding performance.  
  

The Plan is further intended to provide flexibility to the Company in its ability to motivate, attract, 
and retain the services of Participants upon whose judgment, interest and special effort the successful 
conduct of its operation largely is dependent.  
  

1.3 Duration of the Plan. The Plan shall commence on the Effective Date, as described in 
Section 1.1, and shall remain in effect until March 10, 2031, subject to the right of the Board of Directors to 
amend or terminate the Plan at any time pursuant to Article 16, or if earlier until all Shares subject to it 
shall have been purchased or acquired according to the Plan’s provisions.  
  
Article 2. Definitions  
  

Whenever used in the Plan, the following terms shall have the meanings set forth below and, when 
the meaning is intended, the initial letter of the word is capitalized:  
  

2.1 “Applicable Withholding Taxes” means, with respect to a Participant who is a Key 
Employee, up to the maximum aggregate amount of federal, state and local income and payroll taxes that 
the Participant’s Employer is allowed to withhold in connection with any payment of Payment Shares, 
Restricted Stock Units or Performance Shares, any lapse of restrictions on Restricted Stock, any dividends 
paid on Restricted Stock, any dividend equivalents paid on Restricted Stock Units or Performance Shares, 
or any exercise of a Nonqualified Stock Option or Stock Appreciation Right granted to such Participant.  
  

2.2 “Award” means, individually or collectively, a grant under this Plan of Nonqualified 
Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock 
Units, Payment Shares or Performance Shares.  
  

2.3 “Award Agreement” means an agreement entered into by the Company and each 
Participant setting forth the terms and provisions applicable to Awards granted under this Plan.  
  

2.4 “Board” or “Board of Directors” means the Board of Directors of the Company.  
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2.5 “Cause” shall have the same meaning as defined in any “employment continuity 
agreement” between the Participant and the Company or, if no such agreement exists or if such term is 
undefined therein, shall mean: (i) the willful and repeated failure of the Participant to perform substantially 
the Participant’s duties (other than any such failure resulting from incapacity due to physical or mental 
illness); (ii) the Participant’s conviction of, or plea of guilty or nolo contendere to, a felony which is 
materially and demonstrably injurious to the Company or its Subsidiaries; or (iii) the Participant’s willful 
engagement in gross misconduct in violation of Company policy. 
  
 2.6 “Change in Control” means and shall be deemed to have occurred upon, any of the 
following events:  
  

(i) The acquisition by any person, individual, entity or “group” (within the meaning 
of Section 13(d)(3) or 14(d)(2) of the Exchange Act) (collectively, “Persons”) of 
beneficial ownership (the phrases “beneficial ownership,” “beneficial owners” 
and “beneficially owned” as used being within the meaning of Rule 13d-3 
promulgated under the Exchange Act) of 30% or more of either (i) the then 
outstanding shares of Common Stock (the “Outstanding Common Stock”) or (ii) 
the combined voting power of the then outstanding voting securities of the 
Company entitled to vote generally in the election of directors (the “Outstanding 
Voting Securities”); provided, however, that the following acquisitions shall not 
constitute a Change in Control: (i) any acquisition directly from the Company, 
(ii) any acquisition by the Company or any of its subsidiaries, (iii) any 
acquisition by any employee benefit plan (or related trust) sponsored or 
maintained by the Company or any of its subsidiaries, (iv) any acquisition by 
any corporation with respect to which, following such acquisition, more than 
75% of, respectively, the then outstanding shares of common stock of such 
corporation and the combined voting power of the then outstanding voting 
securities of such corporation entitled to vote generally in the election of 
directors are then beneficially owned by all or substantially all of the Persons 
who were the beneficial owners, respectively, of the Outstanding Common 
Stock and Outstanding Voting Securities immediately prior to such acquisition 
in substantially the same proportions as their beneficial ownership, immediately 
prior to such acquisition, of the Outstanding Common Stock and Outstanding 
Voting Securities, as the case may be; or  

  
(ii) Individuals who, as of the Effective Date, constitute the Board of Directors of 

the Company (the “Incumbent Board”) cease for any reason to constitute at least 
a majority of the Board of Directors; provided, however, that any individual who 
becomes a director subsequent to the Effective Date and whose election, or 
whose nomination for election by the Company’s shareholders, to the Board of 
Directors was approved by a vote of at least a majority of the directors then 
comprising the Incumbent Board shall be considered as though such individual 
were a member of the Incumbent Board, but excluding, for this purpose, any 
such individual whose initial assumption of office occurs as a result of either an 
actual or threatened election contest (as such terms are used in Rule 14a-11 of 
Regulation 14A promulgated under the Exchange Act), other actual or 
threatened solicitation of proxies or consents or an actual or threatened tender 
offer; or  

  
(iii) The consummation of a reorganization, merger or consolidation approved by the 

shareholders of the Company, in each case, with respect to which all or 
substantially all of the Persons who were the beneficial owners, respectively, of 
the Outstanding Common Stock and Outstanding Voting Securities immediately 
prior to such reorganization, merger or consolidation do not, following such 
reorganization, merger or consolidation, beneficially own more than 75% of, 
respectively, the then outstanding shares of common stock and the combined 



 

37 

voting power of the then outstanding voting securities entitled to vote generally 
in the election of directors, as the case may be, of the corporation resulting from 
such reorganization, merger or consolidation in substantially the same 
proportions as their beneficial ownership, immediately prior to such 
reorganization, merger or consolidation, of the Outstanding Common Stock and 
Outstanding Voting Securities, as the case may be; or   

  
(iv) The consummation of a (i) a complete liquidation or dissolution of the Company 

approved by the shareholders of the Company or (ii) the sale or other disposition 
of all or substantially all of the assets of the Company approved by shareholders 
of the Company, other than to a corporation, with respect to which following 
such sale or other disposition, more than 75% of, respectively, the then 
outstanding shares of common stock of such corporation and the combined 
voting power of the then outstanding voting securities of such corporation 
entitled to vote generally in the election of directors is then beneficially owned 
by all or substantially all of the Persons who were the beneficial owners, 
respectively, of the Outstanding Common Stock and Outstanding Voting 
Securities immediately prior to such sale or other disposition in substantially the 
same proportion as their beneficial ownership, immediately prior to such sale or 
other disposition, of the Outstanding Common Stock and Outstanding Voting 
Securities, as the case may be.  

  
2.7 “Code” means the Internal Revenue Code of 1986, as amended from time to time. 

References to the Code shall include the valid and binding governmental regulations, court decisions and 
other regulatory and judicial authority issued or rendered thereunder.  
  

2.8 “Committee” means the Organization, Compensation and Nominating Committee of the 
Board, as specified in Article 3, appointed by the Board to administer the Plan with respect to grants of 
Awards.  
  

2.9 “Common Stock” means the common stock of the Company.  
  

2.10 “Company” means Bassett Furniture Industries, Incorporated, a Virginia corporation, 
and any successor as provided in Article 19.  
  

2.11 “Date of Grant” means (i) with respect to an Option or Stock Appreciation Right, the 
date on which the Committee completes the corporate action necessary to create an offer of stock for sale to 
a Participant under the terms and conditions of, or to create a legally binding right constituting, the Option 
or Stock Appreciation Right; and (ii) with respect to an Award other than an Option or Stock Appreciation 
Right, the date on which the Committee grants the Award. With respect to any Award, the Committee may 
specify a future date on which the Award is to be granted or become effective.  
  

2.12 “Director” means any individual who is a member of the Board of Directors of the 
Company.  
  

2.13 “Director Award” means any Restricted Stock or Restricted Stock Units awarded to an 
Outside Director under the Plan.  
 
 2.14 “Disability” means, as to an Incentive Stock Option, a Disability within the meaning of 
Section 22(e)(3) of the Code. With respect to an Award that provides for a deferral of compensation within 
the meaning of Section 409A of the Code and that is payable under its terms on a Participant’s Disability, 
Disability means either (i) the Participant’s inability, as determined by the Committee, to engage in any 
substantial gainful activity by reason of any medically determinable physical or mental impairment that can 
be expected to result in death or can be expected to last for a continuous period of not less than 12 months, 
or (ii) a Participant’s receipt of long-term disability benefits under a long-term disability plan sponsored by 
the Participant’s Employer for a period of 3 consecutive months by reason of a medically determinable 
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physical or mental impairment that can be expected to result in death or can be expected to last for a 
continuous period of not less than 12 months. As to all other Awards, Disability means “disability” as 
defined from time to time under any long-term disability plan of the Participant’s Employer.  
   

2.15 “Effective Date” means March 10, 2021, subject to the meaning set forth in Section 1.1.  
  

2.16 “Employer” means, with respect to a Participant who is a Key Employee, the Company 
or Subsidiary that employs the Participant and, with respect to a Participant who is an Outside Consultant, 
the Company or the Subsidiary to which the Participant provides services.  
  

2.17 “Exchange Act” means the Securities Exchange Act of 1934, as amended from time to 
time, or any successor act.  
  

2.18 “Fair Market Value” with respect to a share of the Company’s Common Stock at a 
particular time, shall be that value as determined by the Committee which shall be (i) if such Common 
Stock is listed on a national securities exchange, on any given date, (A) the closing price per share of 
Common Stock, as reported on the consolidated transaction reporting system for such exchange for that 
date, or if shares of Common Stock were not traded on such date, on the next preceding day on which 
shares of Common Stock were traded, or (B) if the Common Stock is not reported on the consolidated 
transaction reporting system for such exchange, the closing price at which the Common Stock shall have 
been sold regular way on a national securities exchange on said date, or, if no sales occur on said date, then 
on the next preceding date on which there were such sales of Common Stock; or (ii) if the Common Stock 
shall not be listed on a national securities exchange, the mean between the average high bid and low asked 
prices last reported for the over-the-counter market on said date or, if no bid and asked prices are reported 
on said date, then on the next preceding date on which there were such quotations; or (iii) if at any time 
quotations for the Common Stock shall not be reported for the over-the-counter market and the Common 
Stock shall not be listed on any national securities exchange, the fair market value determined by the 
Committee using the reasonable application of a reasonable valuation method.  
  

2.19 “Freestanding SAR” means an SAR that is granted independently of any Options.  
  

2.20      “Good Reason” shall have the same meaning as defined in any “employment continuity 
agreement” between a Participant and the Company or, if no such agreement exists or if such term is 
undefined therein, shall mean: (i) a material reduction in the Participant’s base salary, (ii) a material 
diminution in the Participant’s authority, duties or responsibilities; (iii) a material diminution in the 
authority, duties or responsibilities of the supervisor to whom the Participant is required to report, including 
a requirement that a Participant who is a Key Employee report to a corporate officer or other employee 
instead of reporting directly to the Board if the Participant reported directly to the Board prior to the 
Change in Control; (iv) a material diminution in the budget over which the Participant retains authority; or 
(v) change at the request of the Company or its Subsidiaries in the Participant’s principal work location to a 
work location that is more than fifty (50) miles from the location where the Participant was based prior to 
the Change in Control; provided, however, that Good Reason shall not include any condition described in 
this Section 2.20 unless the Participant has notified the Committee of the existence of such condition within 
a period of 30 days of its initial existence and the Company has not remedied such condition within a 
period of at least 30 days of such notice. 
  

2.21 “Incentive Stock Option” or “ISO” means an option to purchase Shares, granted under 
Article 6, and which is designated as an Incentive Stock Option which is intended to meet the requirements 
of Section 422 of the Code.  
  

2.22 “Insider” shall mean an individual who is, on the relevant date, an officer, director or ten 
percent (10%) beneficial owner of any class of the Company’s equity securities that is registered pursuant 
to Section 12 of the Exchange Act, all as defined under Section 16 of the Exchange Act.  
  

2.23 “Key Employee” means an employee of the Company or a Subsidiary, including an 
officer of the Company or a Subsidiary, in a managerial or other important position who can make 
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important contributions to the Company or a Subsidiary, all as determined by the Committee in its 
discretion.   
   

2.24 “Nonqualified Stock Option” or “NQSO” means an option to purchase Shares granted 
to Key Employees under Article 6, and which is not intended to meet the requirements of Code Section 
422.  
    

2.25 “Option” means an Incentive Stock Option or a Nonqualified Stock Option.  
  

2.26 “Option Price” means the price at which a Share may be purchased by a Participant 
pursuant to an Option.  
  

2.27 “Outside Consultant” means any third party consultant who is a natural person 
providing services to the Company or a Subsidiary to which the Committee determines to make an Award 
under the Plan.  
  

2.28 “Outside Director” means a member of the Board of Directors who is not an employee 
of the Company or a Subsidiary and who meets any other qualifications that may be established by the 
Board to be treated as an Outside Director under the Plan.  
  

2.29 “Participant” means a Key Employee, Outside Director, or to the extent permitted by 
the Plan, an Outside Consultant, who has outstanding an Award granted under the Plan.  
  

2.30 “Payment Shares” means an Award granted to a Participant pursuant to Article 8 (other 
than Restricted Stock) in lieu of cash compensation otherwise payable to the Participant under the 
compensation plans and arrangements of the Company.  
   

2.31 “Performance Share” means an Award granted to a Key Employee, as described in 
Article 10.  
  

2.32 “Period of Restriction” means the period during which the transfer of Shares of 
Restricted Stock is limited in some way (based on the passage of time, the achievement of performance 
goals, or upon the occurrence of other events as determined by the Committee, at its discretion), and the 
Shares are subject to a substantial risk of forfeiture, as provided in Article 8.  
  

2.33 “Qualifying Change in Control” means an event which meets the requirements for a 
Change in Control (as defined in Section 2.6) and which, in addition, constitutes either a change in 
ownership of the Company (as described in paragraph (i)), a change in effective control of the Company (as 
described in paragraph (ii), a change in ownership of substantially all of the Company’s assets (as described 
in paragraph (iii), or, with respect to a Participant, a change in ownership of the Participant’s Employer (as 
described in paragraph (iv)):  
   

(i) Any person or more than one person acting as a group acquires beneficial 
ownership of Common Stock that, together with the Common Stock already 
held by such person or group, represents more than 50 percent of the total fair 
market value or voting power of Common Stock; provided, however, that if any 
one person or more than one person acting as a group is considered to own more 
than 50 percent of the total fair market value or total voting power of Common 
Stock, the acquisition of additional Common Stock by the same person or 
persons is not considered to cause a change in the ownership of the Company for 
purposes of this paragraph (i) or a change in effective control of the Company 
for purposes of paragraph (ii);  

  
(ii) (1) Any person or more than one person acting as a group acquires (or has 

acquired during the twelve-consecutive-month period ending on the date of the 
most recent acquisition by such person or persons) beneficial ownership of 
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Common Stock possessing 30 percent or more of the total voting power of 
Common Stock; or (2) a majority of members of the Board is replaced during a 
twelve-consecutive-month period by directors whose appointment or election is 
not endorsed by a majority of the members of the Board before the date of the 
appointment or election; provided, however, that if any one person or more than 
one person acting as a group is considered to effectively control the Company 
for purposes of this paragraph (ii), the acquisition of additional Common Stock 
by the same person or persons is not considered to cause a change in the 
effective control for purposes of this paragraph (ii) or to cause a change in 
ownership of the Company for purposes of subsection (i); or  

  
(iii) any person or more than one person acting as a group acquires (or has acquired 

during the twelve-consecutive-month period ending on the date of the most 
recent acquisition by such person or group) assets from the Company having a 
total gross fair market value equal to 80 percent or more of the total gross fair 
market value of all of the assets of the Company immediately prior to such 
acquisition or acquisitions; provided that a transfer of assets by the Company is 
not treated as a change in the ownership of such assets if the assets are 
transferred to (I) a shareholder of the Company immediately before the asset 
transfer in exchange for or with respect to Company stock; (II) an entity, 50 
percent or more of the total fair market value or total voting power of which is 
owned, directly or indirectly by the Company; (III) a person or more than one 
person acting as a group that owns, directly or indirectly, 50 percent or more of 
the total fair market value or total voting power of all outstanding Company 
stock; or (IV) an entity, at least 50 percent of the total fair market value or total 
voting power of which is owned, directly or indirectly, by a person described in 
(III) above. Except as otherwise provided in this paragraph (iii), a person’s 
status is determined immediately after the transfer of the assets. For purposes of 
this paragraph (iii), “gross fair market value” means the value of the assets of 
the Company, or the value of the assets being disposed of, determined without 
regard to any liabilities associated with such assets.  

  
(iv) Any person or more than one person acting as a group acquires beneficial 

ownership of stock of the Employer that, together with the Employer stock 
already held by such person or group, represents more than 50 percent of the 
total voting power of the Employer stock; provided, however, that if any one 
person or more than one person acting as a group is considered to own more 
than 50 percent of the total fair market value or total voting power of the 
Employer stock, the acquisition of additional Employer stock by the same 
person or persons is not considered to cause a change in the ownership of the 
Employer for purposes of this paragraph (iii).  

  
For purposes of this Section 2.33, the term “group” shall have the meaning provided in U.S. 

Treasury Regulation 1.409A-3(i)(5)(v)(B), (vi)(D) or (vii)(C), as applicable. The term “beneficial 
ownership” shall have the meaning provided in U.S. Treasury Regulation 1.409A-3(i)(5)(v)(iii). 
Notwithstanding anything in this Section 2.33 to the contrary, an event which does not constitute a change 
in the ownership of the Company, a change in the effective control of the Company, a change in the 
ownership of substantially all of the Company’s assets or, with respect to a Participant, a change in the 
ownership of the Participant’s Employer, each as defined in U.S. Treasury Regulation 1.409A-3(i)(5), shall 
not constitute a Qualifying Change in Control for purposes of this Plan.  
  

2.34 “Qualifying Termination” means either (i) termination of a Participant’s employment or 
other service by the Company without Cause or (ii) termination of a Participant’s employment or other 
service by the Participant for Good Reason. 
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2.35 “Restricted Stock” means an Award granted to a Participant pursuant to Article 8 (other 
than Payment Shares).  
  

2.36 “Restricted Stock Unit” means an Award granted to a Participant pursuant to Article 9.  
   

2.37 “Separation from Service” means a Participant’s termination of employment or other 
separation from service (within the meaning of U.S. Treasury Regulation 1.409A-1(h), applying the default 
terms thereof) with the Participant’s Employer and all other persons that would be treated as a single 
employer with the Participant’s Employer under Sections 414(b) or (c) of the Code; provided that, in 
applying Sections 1563(a)(1), (2) and (3) of the Code for purposes of determining a controlled group of 
corporations, or in applying U.S. Treasury Regulation 1.414(c)-2 for purposes of determining trades or 
businesses under common control, the phrase “at least 50%” shall replace the phrase “at least 80%” each 
time it appears in those sections.  
  

2.38 “Shares” means the shares of Common Stock of the Company.  
  

2.39 “Stock Appreciation Right” or “SAR” means an Award, granted alone or in connection 
with a related Option, designated as an SAR, pursuant to the terms of Article 7.  
  

2.40 “Subsidiary” means, (i) for purposes of determining eligibility to receive an Incentive 
Stock Option, any “subsidiary corporation” with respect to the Company within the meaning of Code 
Section 424(f); (ii) for purposes of determining eligibility to receive a Nonstatutory Stock Option or Stock 
Appreciation Right, any corporation or other entity in a chain of corporations or other entities in which 
each corporation or other entity has a controlling interest (within the meaning of U.S. Treasury Regulations 
section 1.409A-1(b)(5)(E)(1) (or any successor provision)) in another corporation or other entity in the 
chain, beginning with a corporation or other entity in which the Company has a controlling interest; and 
(iii) for all other purposes, any corporation, partnership, joint venture, affiliate, or other entity in which the 
Company has an ownership interest, and which the Committee designates as a participating entity in the 
Plan.  
  

2.41 “Tandem SAR” means an SAR that is granted in connection with a related Option, the 
exercise of which shall require forfeiture of the right to purchase a Share under the related Option (and 
when a Share is purchased under the Option, the Tandem SAR shall similarly be canceled).  
  

2.42 “Ten Percent Shareholder” means a person who owns, directly or indirectly, stock 
possessing more than ten percent of the total combined voting power of all classes of stock of the Company 
or any Subsidiary. Indirect ownership of stock shall be determined in accordance with Code Section 
424(d).   
  
Article 3. Administration  
  

3.1 The Committee. The Plan shall be administered by the Organization, Compensation and 
Nominating Committee of the Board or by any other Committee appointed by the Board consisting of not 
less than two (2) Directors. The members of the Committee shall be appointed from time to time by, and 
shall serve at the discretion of, the Board of Directors. Each of the members of the Committee shall be a 
“Non-Employee Director” within the meaning of Rule 16b-3 under the Exchange Act. In addition, during 
any period in which the Common Stock is listed on a national securities exchange, all of the members of 
the Committee shall be “independent” directors within the meaning of the listing standards of the exchange. 
If any of the members of the Committee is not “independent,” the remaining members of the Committee 
who are “independent” shall form a subcommittee for purposes of taking any action under the Plan.  
  

3.2 Authority of the Committee. Except as limited by law, or by the Articles of 
Incorporation or Bylaws of the Company, and subject to the provisions hereof, the Committee shall have 
full power to select Key Employees and Outside Consultants who shall participate in the Plan; determine 
the sizes and types of Awards; determine the terms and provisions of Awards in a manner consistent with 
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the Plan; construe and interpret the Plan and any agreement or instrument entered into under the Plan; 
establish, amend, or waive rules and regulations for the Plan’s administration; determine whether a 
Participant has experienced a Disability; and (subject to the provisions of Article 16), amend the terms and 
provisions of any outstanding Award to the extent such terms and provisions are within the discretion of the 
Committee as provided in the Plan. Further, the Committee shall make all other determinations which may 
be necessary or advisable for the administration of the Plan. The Committee may delegate the 
administration of the Plan to an officer or officers of the Company. To the extent not prohibited by Virginia 
corporations law or the articles and bylaws of the Company, the Committee may delegate any portion of its 
authority under the Plan to make Awards to an executive officer or officers of the Company, subject to any 
conditions that the Committee may establish (including but not limited to conditions on such officer’s 
ability to make awards to “executive officers” within the meaning of Section 16 of the Exchange Act).  
  

3.3 Decisions Binding. All determinations and decisions made by the Committee pursuant to 
the provisions of the Plan and all related orders and resolutions of the Board shall be final, conclusive and 
binding on all persons, including the Company, its shareholders, employees, Participants, and their estates 
and beneficiaries.  
  
Article 4. Shares Subject to the Plan; Minimum Vesting  
  

4.1 Number of Shares Available for Grants. Subject to the provisions of this Article 4, the 
maximum number of Shares that may be delivered to Participants (or their beneficiaries) under the Plan 
shall equal Five Hundred Thousand (500,000) Shares.  

  
Any Shares covered by an Award (or portion of an Award) granted under the Plan which is forfeited, is 

canceled, or expires shall be deemed to not have been delivered for purposes of determining the maximum 
number of Shares available for delivery under the Plan. Without prior shareholder approval, and except as 
otherwise provided in Section 4.2, the Committee is expressly prohibited from (i) repricing an Option or 
SAR if the exercise price of the new Option or SAR would be less than the exercise price of the Option or 
SAR under the existing Award surrendered for cancellation, (ii) cancelling or exchanging an Option or 
SAR for cash or any other Award, or (iii) taking any other action with respect to an Option or SAR that 
would be considered a repricing under applicable accounting rules or exchange listing requirements. Any 
shares of Common Stock tendered or exchanged by a Participant as full or partial payment to the Company 
of the exercise price under an Option and any shares retained or withheld in satisfaction of a Participant’s 
obligations to pay Applicable Withholding Taxes with respect to any Award shall not be available for 
issuance, subjected to new awards or otherwise used to increase the share reserve under the Plan. With 
respect to SAR awards, the maximum number of Shares available for delivery under the Plan shall be 
reduced by the total number of SARs granted (rather than the number of shares ultimately issued pursuant 
to the SAR award). The cash proceeds from Option exercises shall not be used to repurchase shares on the 
open market for reuse under the Plan. Reload Options issued on the exercise of an Option or otherwise are 
expressly prohibited. Shares issued under the Plan through the settlement, assumption or substitution of 
outstanding awards or obligations to grant future awards as a condition to the Company acquiring another 
entity shall not reduce the maximum number of Shares available for delivery under the Plan.  
  
Notwithstanding any provision of this Plan to the contrary, the following additional limits shall apply:  

 
(i) No more than Five Hundred Thousand (500,000) Shares may cover Incentive 

Stock Options granted under the Plan. 
 

(ii) The maximum number of Shares that may be covered by Awards to an 
individual Participant shall not exceed Three Hundred Thousand (300,000) 
during any three (3) consecutive calendar years. The maximum amount of cash 
that may be paid to any individual Participant under any Award under the Plan 
shall not exceed One Million dollars ($1,000,000) during any three (3) 
consecutive calendar years. 
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The number of Shares reserved for grants of Awards and the limits on such Awards under this 
Section 4.1 shall be subject to adjustment as provided in Section 4.2.  
  

4.2 Adjustments in Authorized Shares. In the event of any change in corporate 
capitalization, such as a stock split, or a corporate transaction, such as any merger, consolidation, 
separation, including a spin-off, or other distribution of stock or property of the Company, any 
reorganization (whether or not such reorganization comes within the definition of such term in Section 368 
of the Code) or any partial or complete liquidation of the Company, such adjustment shall be made in (i) 
the number and class of Shares which may be delivered under the Plan under Sections 4.1, (ii) the 
maximum number of Shares that can be granted as Incentive Stock Options or awarded to an individual 
Participant during any three (3) consecutive calendar years, (iii) the limit on Awards that are exempted 
from the one-year minimum vesting requirement in Section 4.4, (iv) the minimum option prices under 
Section 6.3, and (v) in the number and class of and/or price of Shares subject to outstanding Awards 
granted under the Plan, as may be determined to be appropriate and equitable by the Committee, in its sole 
discretion, to prevent dilution or enlargement of rights; provided, however, that the number of Shares 
subject to any Award shall always be a whole number.  
  

4.3 Adjustments in Awards. If the Company is a party to a consolidation or a merger in 
which the Company is not the surviving corporation, a transaction that results in the acquisition of 
substantially all of the Company’s outstanding stock by a single person or entity, or a sale or transfer of 
substantially all of the Company’s assets, then the Committee may take any actions with respect to 
outstanding Awards as the Committee deems appropriate; provided, however, the Committee may not 
accelerate the time or schedule of any payment of any Award that is subject to Section 409A of the Code, 
or take any other action to cause such an award to violate Section 409A of the Code, without the 
Participant’s consent.   

 
4.4 Minimum Vesting. No Award granted under the Plan shall vest in whole or in part 

earlier than the first anniversary of the Date of Grant; provided, however, that an Award Agreement may 
provide, or the Committee may provide in its discretion, for earlier vesting of an Award upon the 
Participant’s death or Disability. Notwithstanding the foregoing, the Committee may grant Awards without 
regard to the one-year minimum vesting period up to a maximum of five percent (5%) of the total number 
of Shares available for issuance under the Plan (i.e. up to 25,000 Shares.  
 
Article 5. Eligibility and Participation  
  

5.1 Eligibility. Persons eligible to participate in this Plan are all Key Employees of the 
Company, as determined by the Committee, including Key Employees who are Directors, but excluding 
Directors who are not Key Employees. Outside Directors and any Outside Consultants selected by the 
Committee may participate to the extent specifically provided under the Plan.  
  

5.2 Actual Participation. Subject to the provisions of the Plan, the Committee may, from 
time to time, select from all eligible Key Employees and any Outside Consultants those to whom Awards 
shall be granted and shall determine the nature and amount of each Award.  
  
Article 6. Stock Options  
  

6.1 Grant of Options. Subject to the terms and provisions of the Plan, Options may be 
granted to Key Employees in such number, and upon such terms, and at any time and from time to time as 
shall be determined by the Committee. The Committee may establish policies with respect to the time when 
Option grants are to be made.  
  

6.2 Award Agreement. Each Option grant shall be evidenced by an Award Agreement that 
shall specify the Option Price, the duration of the Option, the number of Shares to which the Option 
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pertains, and such other provisions as the Committee shall determine. The Award Agreement also shall 
specify whether the Option is intended to be an ISO or an NQSO.  
  

6.3 Option Price. The Committee shall determine the Option Price for each grant of an 
Option under this Plan. The Option Price shall be set on the Date of Grant and shall be included in the 
applicable Award Agreement. The Option Price shall not be less than 100% of the Fair Market Value of a 
Share on the Date of Grant (110% if the award is an Incentive Stock Option and the Participant receiving 
the award is a Ten Percent Shareholder).  
  

6.4 Duration of Options. Each Option shall expire at such time as the Committee shall 
determine at the time of grant; provided, however, that no Option shall be exercisable later than the tenth 
(10th) anniversary date of its grant. No Incentive Stock Option may be exercised after the first to occur of 
(i) ten years from the Date of Grant (five years if the Participant receiving the award is a Ten Percent 
Shareholder), (ii) three months following the date of the Participant’s retirement or termination of 
employment with the Company and all Subsidiaries for reasons other than Disability or death, or (iii) one 
year following the date of the Participant’s termination of employment on account of Disability or death.  
  

6.5 Exercise of Options. Options granted under this Article 6 shall be exercisable at such 
times and be subject to such restrictions and conditions as the Committee shall in each instance approve 
and which shall be set forth in the applicable Award Agreement, which need not be the same for each grant 
or for each Participant.  
  

6.6 Payment. Options shall be exercised by the delivery of a written notice of exercise to the 
Company, setting forth the number of Shares with respect to which the Option is to be exercised, 
accompanied by full payment for the Shares.  
  

The Option Price upon exercise of any Option shall be payable to the Company in full in cash or 
its equivalent. In addition, if the terms of the Award permit, the Participant may (a) tender (either actually 
or by attestation) previously acquired Shares having an aggregate Fair Market Value at the time of exercise 
equal to the total Option Price, (b) authorize a broker-assisted cashless exercise, subject to applicable law, 
(c) elect a cashless exercise with the Company, (d) by any combination of these methods, or (e) by any 
other means which the Committee determines to be consistent with the Plan’s purpose and applicable law.  
  

As soon as practicable after receipt of a written notification of exercise and full payment, the 
Company shall deliver to the Participant, in the Participant’s name, Share certificates in an appropriate 
amount based upon the number of Shares purchased under the Option(s).  
   

6.7 Restrictions on Share Transferability. The Committee may impose such restrictions on 
any Shares acquired pursuant to the exercise of an Option granted under this Article 6 as it may deem 
advisable, including, without limitation, restrictions under applicable Federal securities laws, under the 
requirements of any stock exchange or market upon which such Shares are then listed and/or traded, and 
under any blue sky or state securities laws applicable to such Shares.  
  

6.8 Termination of Employment. Each Participant’s Option Award Agreement shall set 
forth the extent to which the Participant shall have the right to exercise the Option following termination of 
the Participant’s employment with or separation from service from the Company and its Subsidiaries. Such 
provisions shall be determined in the sole discretion of the Committee, shall be included in the Award 
Agreement entered into with Participants, need not be uniform among all Options issued pursuant to this 
Article 6, may reflect distinctions based on the reasons for termination of employment or separation from 
service and may include provisions relating to the Participant’s competition with the Company after 
termination of employment or separation from service. In that regard, if an Award Agreement permits 
exercise of an Option following the death of the Participant, the Award Agreement shall provide that such 
Option shall be exercisable to the extent provided therein by any person that may be empowered to do so 
under the Participant’s will, or if the Participant shall fail to make a testamentary disposition of the Option 
or shall have died intestate, by the Participant’s executor or other legal representative.  
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6.9 Nontransferability of Options.  
  

(i)  Incentive Stock Options. No ISO may be sold, transferred, pledged, assigned, or 
otherwise alienated or hypothecated, other than by will or by the laws of descent 
and distribution. Further, all ISOs granted to a Participant under the Plan shall 
be exercisable during his or her lifetime only by such Participant.  

 
(ii) Nonqualified Stock Options. Except as otherwise provided in a Participant’s 

Award Agreement, no NQSO may be sold, transferred, pledged, assigned, or 
otherwise alienated or hypothecated, other than by will or by the laws of descent 
and distribution. Further, except as otherwise provided in a Participant’s Award 
Agreement, all NQSOs granted to a Participant shall be exercisable during his or 
her lifetime only by such Participant.  

  
6.10 No Rights. A Participant granted an Option shall have no rights as a shareholder of the 

Company with respect to the Shares covered by such Option except to the extent that Shares are issued to 
the Participant upon the due exercise of the Option.  
  

6.11 Limit on Modification. No modification (within the meaning of U.S. Treasury 
Regulation 1.409A-1(b)(5)(v)(B)) shall be made with respect to any Option if the modification would result 
in the Option constituting a deferral of compensation, and no extension (within the meaning of U.S. 
Treasury Regulation 1.409A-1(b)(5)(v)(C)) shall be made with respect to any Option if the extension would 
result in the Option having an additional deferral feature from the Date of Grant, in each case without the 
Participant’s consent.  
  

6.12 $100,000 Limitation on ISOs. Options that are intended to qualify as Incentive Stock 
Options shall, by their terms, be exercisable in any calendar year only to the extent that the aggregate Fair 
Market Value (determined as of the Date of Grant) of the Common Stock with respect to which Incentive 
Stock Options are exercisable for the first time during the calendar year does not exceed $100,000 (the 
“Limitation Amount”). Incentive Stock Options granted under the Plan and all other plans of the Company 
and all Subsidiaries shall be aggregated for purposes of determining whether the Limitation Amount has 
been exceeded. The Committee may impose any conditions as it deems appropriate on an Incentive Stock 
Option to ensure that the foregoing requirement is met. If Incentive Stock Options that first become 
exercisable in a calendar year exceed the Limitation Amount, the excess Options shall be treated as 
Nonstatutory Stock Options to the extent permitted by law.   
  
Article 7. Stock Appreciation Rights  
  

7.1 Grant of SARs. Subject to the terms and provisions of the Plan, SARs may be granted to 
Key Employees at any time and from time to time as shall be determined by the Committee. The 
Committee may grant Freestanding SARs, Tandem SARs, or any combination of these forms of SAR.  
  

The Committee shall have complete discretion in determining the number of Shares covered by 
SARs granted hereunder (subject to Article 4) and, consistent with the provisions of the Plan, in 
determining the terms and provisions pertaining to such SARs. The number of Shares covered by a 
Freestanding SAR shall be counted against the number of Shares available for grants of Awards under 
Section 4.1, but the number of Shares covered by a Tandem SAR shall not be so counted.  
  

The grant price of a Freestanding SAR shall not be less than 100% of the Fair Market Value of a 
Share on the Date of Grant of the SAR. The grant price of Tandem SARs shall equal the Option Price of 
the related Option. A Tandem SAR must have the same Date of Grant as the Option to which it relates.  
  

7.2 Exercise of Tandem SARs. Tandem SARs may be exercised for all or part of the Shares 
subject to the related Option upon the surrender of the right to exercise the equivalent portion of the related 
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Option. A Tandem SAR may be exercised only with respect to the Shares for which its related Option is 
then exercisable.  
  

Notwithstanding any other provision of this Plan to the contrary, with respect to a Tandem SAR 
granted in connection with an Option: (i) the Tandem SAR will expire no later than the expiration of the 
underlying Option; (ii) the value of the payout with respect to the Tandem SAR may be for no more than 
one hundred percent (100%) of the difference between the Option Price of the underlying Option and the 
Fair Market Value of the Shares subject to the underlying Option at the time the Tandem SAR is exercised; 
and (iii) the Tandem SAR may be exercised only when the Fair Market Value of the Shares subject to the 
Option exceeds the Option Price of the Option.  
  

7.3 Exercise of Freestanding SARs. Freestanding SARs may be exercised upon whatever 
terms and provisions the Committee, in its sole discretion, imposes upon them.  
  

7.4 SAR Agreement. Each SAR grant shall be evidenced by an Award Agreement that shall 
specify the grant price, the term of the SAR, and such other provisions as the Committee shall determine.  
  

7.5 Term of SARs. The term of a SAR granted under the Plan shall be determined by the 
Committee, in its sole discretion; provided, however, that such term shall not exceed ten (10) years.  
  

7.6 Payment of SAR Amount. Upon exercise of an SAR, a Participant shall be entitled to 
receive payment from the Company in an amount determined by multiplying:  
  

(i)  The difference between the Fair Market Value of a Share on the date of exercise 
over the grant price; by 

 
(ii)  The number of Shares with respect to which the SAR is exercised. 

 
 In the Award, the Committee may limit the amount that the Participant will be entitled to receive 
upon exercise of a SAR. At the discretion of the Committee, the payment upon SAR exercise may be in 
cash, in Shares of equivalent value, or in some combination thereof; provided, however, that from and after 
the date of a Change in Control, the exercise of an SAR may be settled only in cash.  
  

7.7 Rule 16b-3 Requirements. Notwithstanding any other provision of the Plan, the 
Committee may impose such conditions on exercise of an SAR (including, without limitation, the right of 
the Committee to limit the time of exercise to specified periods) as may be required to satisfy the 
requirements of Section 16 (or any successor provision) of the Exchange Act.  

   
7.8 Termination of Employment. Each SAR Award Agreement shall set forth the extent to 

which the Participant shall have the right to exercise the SAR following termination of the Participant’s 
employment with or separation from service from the Company and its Subsidiaries. Such provisions shall 
be determined in the sole discretion of the Committee, shall be included in the Award Agreement entered 
into with Participants, need not be uniform among all SARs , and may reflect distinctions based on the 
reasons for termination of employment or separation from service. In that regard, if an Award Agreement 
permits exercise of an SAR following the death of the Participant, the Award Agreement shall provide that 
such SAR shall be exercisable to the extent provided therein by any person that may be empowered to do 
so under the Participant’s will, or if the Participant shall fail to make a testamentary disposition of the SAR 
or shall have died intestate, by the Participant’s executor or other legal representative.  
  

7.9 Nontransferability of SARs. Except as otherwise provided in a Participant’s Award 
Agreement, no SAR granted under the Plan may be sold, transferred, pledged, assigned, or otherwise 
alienated or hypothecated, other than by will or by the laws of descent and distribution. Further, except as 
otherwise provided in a Participant’s Award Agreement, all SARs granted to a Participant under the Plan 
shall be exercisable during his or her lifetime only by such Participant.  
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7.10 No Rights. A Participant granted an SAR shall have no rights as a shareholder of the 
Company with respect to the Shares covered by such SAR except to the extent that Shares are issued to the 
Participant upon the due exercise of the SAR.  
  

7.11 Limit on Modification. No modification (within the meaning of U.S. Treasury 
Regulation 1.409A-1(b)(5)(v)(B)) shall be made with respect to any SAR if the modification would result 
in the SAR constituting a deferral of compensation, and no extension (within the meaning of U.S. Treasury 
Regulation 1.409A-1(b)(5)(v)(C)) shall be made with respect to any SAR if the extension would result in 
the SAR having an additional deferral feature from the Date of Grant, in each case without the Participant’s 
consent.  
  
Article 8. Payment Shares and Restricted Stock  
  

8.1 Payment Shares. The Committee may, at any time and from time to time in its sole and 
exclusive discretion, grant to a Key Employee Payment Shares in lieu of cash compensation otherwise 
payable to the Participant under any compensation plans or arrangements of the Company, which such 
Payment Shares shall have an aggregate Fair Market Value on the Date of Grant equal to the amount of the 
cash compensation otherwise payable to the Participant. Any Payment Shares shall come from and be 
limited to the 5% pool referenced in Section 4.4 above of Awards that are exempt from the one-year 
minimum vesting requirement and shall reduce the total number of Shares available under such pool.   
  

8.2 Grant of Restricted Stock. Subject to the terms and provisions of the Plan, the 
Committee, at any time and from time to time, may grant Shares of Restricted Stock to eligible Key 
Employees or Outside Consultants in such amounts as the Committee shall determine.  
  

8.3 Restricted Stock Award Agreement. Each Restricted Stock grant shall be evidenced by 
a Restricted Stock Award Agreement that shall specify the Period of Restriction, or Periods, the number of 
Shares of Restricted Stock granted, and such other provisions as the Committee shall determine.  
  

8.4 Transferability. Except as provided in this Article 8, the Shares of Restricted Stock 
granted may not be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated until the 
end of the applicable Period of Restriction established by the Committee and specified in the Restricted 
Stock Award Agreement, or upon earlier satisfaction of any other conditions, as specified by the 
Committee in its sole discretion and set forth in the Award Agreement.   
 

8.5 Other Restrictions. The Committee may impose such other conditions and/or 
restrictions on any Shares of Restricted Stock as it may deem advisable including, without limitation, 
restrictions based upon the achievement of specific performance goals (Company-wide, divisional, and/or 
individual), time-based restrictions on vesting following the attainment of the performance goals, and/or 
restrictions under applicable Federal or state securities laws.  
  

The Company shall retain any certificates representing Shares of Restricted Stock in the 
Company’s possession until such time as all conditions and/or restrictions applicable to such Shares have 
been satisfied and may issue Shares in uncertificated form.  
  

Except as otherwise provided in this Article 8 or in the applicable Award Agreement, Shares of 
Restricted Stock covered by each Restricted Stock grant made under the Plan shall become freely 
transferable by the Participant after the last day of the Period of Restriction.  
  

8.6 Voting Rights. During the Period of Restriction, Participants holding Shares of 
Restricted Stock granted hereunder may exercise full voting rights with respect to those Shares.  
  

8.7 Dividends and Other Distributions. During the Period of Restriction, Participants 
holding Shares of Restricted Stock granted hereunder may or may not be credited with regular cash 
dividends paid with respect to the underlying Shares while they are so held. Unless otherwise provided in 
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the Participant’s Award Agreement, dividends or other distributions payable to the Participant with respect 
to an award of Restricted Stock shall be paid at the same time such dividends or other distributions are paid 
to other shareholders of record. In the event that any dividend constitutes a “derivative security” or an 
“equity security” pursuant to Rule 16(a) under the Exchange Act, such dividend shall be subject to a 
vesting period equal to the remaining vesting period of the Shares of Restricted Stock with respect to which 
the dividend is paid.  
  

8.8 Termination of Employment. Each Restricted Stock Award Agreement shall set forth 
the extent to which the Participant shall have the right to receive payment of unvested Restricted Stock 
upon his or her death, Disability, other termination of employment or separation from service with the 
Company and its Subsidiaries or upon a Change of Control or Qualifying Change of Control during the 
Restriction Period. In the absence of any such provision with respect to a particular event the unvested 
Restricted Stock shall be deemed to be forfeited upon such event. Such provisions shall be determined in 
the sole discretion of the Committee, shall be included in the Award Agreement entered into with 
Participants, need not be uniform among all Restricted Stock, and may reflect distinctions based on the 
reasons for the termination of employment or other separation from service.  
  
Article 9. Restricted Stock Units  
  

9.1 Grant of Restricted Stock Units. Subject to the terms and provisions of the Plan, the 
Committee, at any time and from time to time, may grant Restricted Stock Units to eligible Key Employees 
or Outside Consultants in such amounts as the Committee shall determine.  
  

9.2 Restricted Stock Unit Award Agreement. Each Restricted Stock Unit grant shall be 
evidenced by a Restricted Stock Unit Award Agreement that shall specify the vesting conditions with 
respect to the Award, the number of Restricted Stock Units granted, and such other provisions as the 
Committee shall determine. Restricted Stock Units that are granted subject to the satisfaction of 
performance conditions shall be granted as Performance Shares subject to the requirements of Section 10 
below.   
  

9.3 Transferability. A Participant’s interest in Restricted Stock Units may not be sold, 
transferred, pledged, assigned, or otherwise alienated or hypothecated.  
  

9.4 Voting Rights. During the Period of Restriction, Participants holding Restricted Stock 
Units shall have no voting rights with respect to the Restricted Stock Units.  
  

9.5 Dividends and Other Distributions. The Committee may, in its discretion, provide that 
a Participant shall be entitled to receive dividend equivalents on outstanding Restricted Stock Units. 
Dividend equivalents may be (i) paid in cash, (ii) credited to the Participant as additional Restricted Stock 
Units, or (iii) a fixed combination of cash and additional Restricted Stock Units as provided in the Award, 
or the Committee may reserve the right to determine the manner of payment at the time dividends are paid 
to shareholders of record. Unless otherwise provided in the Award Agreement, (i) dividend equivalents 
with respect to dividends or other distributions that are paid in shares of Company Stock shall be credited 
to the Participant as additional Restricted Stock Units subject to the same restrictions as the Restricted 
Stock Units with respect to which the dividend equivalents are paid, and (ii) dividend equivalents with 
respect to dividends or other distributions that are paid in cash shall be paid at the same time and under the 
same conditions as such dividends or other distributions are paid to the shareholders of record of Common 
Stock.  
  

9.6 Payment of Restricted Stock Units. Restricted Stock Units may be paid in cash, Shares, 
or a fixed combination of Shares or cash as provided in the Award Agreement, or the Committee may 
reserve the right to determine the manner of payment at the time the Restricted Stock Units become 
payable. The delivery of Shares in payment of Restricted Stock Units may be subject to additional 
conditions established in the Award Agreement.  
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9.7 Termination of Employment. Each Restricted Stock Unit Award Agreement shall set 
forth the extent to which the Participant shall have the right to receive payment of unvested Restricted 
Stock Units upon his or her death, Disability, other termination of employment or separation from service 
with the Company and its Subsidiaries or upon a Change of Control or Qualifying Change of Control 
during the vesting period. In the absence of any such provision with respect to a particular event the 
unvested Restricted Stock Units shall be deemed to be forfeited upon such event. Such provisions shall be 
determined in the sole discretion of the Committee, shall be included in the Award Agreement entered into 
with Participants, need not be uniform among all Restricted Stock Units, and may reflect distinctions based 
on the reasons for the termination of employment or other separation from service.  
  
Article 10. Performance Shares  
  

10.1 Grant of Performance Shares. Subject to the terms and provisions of the Plan, 
Performance Shares may be granted to eligible Key Employees in such amount and upon such terms, and at 
such time(s), as shall be determined by the Committee. The number and/or vesting of Performance Shares 
granted, in the Committee’s discretion, shall be contingent upon the degree of attainment of specified 
performance goals or other conditions over a specified period of at least twelve consecutive calendar 
months in duration. The terms and provisions of an Award of Performance Shares shall be evidenced by an 
appropriate Award Agreement. The Committee may impose such other conditions and/or restrictions on 
any Performance Shares as it may deem advisable including, without limitation, time-based restrictions on 
vesting following the attainment of the performance goals. Performance Shares shall not have any voting 
rights.  
  

10.2 Value of Performance Shares. The value of a Performance Share at any time shall equal 
the Fair Market Value of a Share at such time.   
  

10.3 Form and Timing of Payment of Performance Shares. The Committee shall determine 
the number of Performance Shares as to which the Participant has earned a right to be paid pursuant to the 
terms of the applicable Award Agreement. The Committee shall pay any earned Performance Shares as 
soon as practicable after they are earned in the form of cash, Shares or a combination thereof (as 
determined by the Committee) having an aggregate Fair Market Value equal to the value of the earned 
Performance Shares as of the date they are earned. Any Shares used to pay out earned Performance Shares 
may be granted subject to any restrictions deemed appropriate by the Committee.  
  

10.4 Dividend Equivalents. The Committee may provide in a Participant’s Performance 
Share Award Agreement for the crediting of dividend equivalents with respect to the Shares underlying the 
Award in the event any regular cash dividends are paid during the performance period on Shares generally. 
Any dividends equivalents so credited to the Participant with respect to an Award of Performance Shares 
shall be accounted for in an unfunded bookkeeping account of the Company and paid to the Participant if 
and when the Performance Shares are earned, at the same time such Performance Shares are paid and 
subject to the same conditions that govern the payment of the Performance Shares. If the Performance 
Shares or any portion thereof are forfeited or otherwise fail to be earned then any dividend equivalents 
credited with respect to the Award shall be forfeited as well and to the same extent. The Participant shall 
have not have any right to the amounts credited to him in any bookkeeping account established by the 
Company other than the contractual right as a general unsecured creditor conferred by the Performance 
Share Award Agreement and this Plan. To the extent any deferred dividend payment arrangement described 
herein is subject to Section 409A of the Code, it shall be structured in the Participant’s Performance Share 
Award Agreement so as to comply with Section 409A of the Code. In the event that any dividend 
constitutes a “derivative security” or an “equity security” pursuant to Rule 16(a) under the Exchange Act, 
such dividend shall be subject to the same performance conditions as the related Performance Shares.  
  

10.5 Termination of Employment. Each Performance Share Award Agreement shall set forth 
the extent to which the Participant shall have the right to receive payment of unearned or unvested 
Performance Shares upon his or her death, Disability, other termination of employment or separation from 
service with the Company and its Subsidiaries or upon a Change of Control or Qualifying Change of 
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Control during the performance period or other vesting period. In the absence of any such provision with 
respect to a particular event the unearned or unvested Performance Shares shall be deemed to be forfeited 
upon such event. Such provisions shall be determined in the sole discretion of the Committee, shall be 
included in the Award Agreement entered into with Participants, need not be uniform among all 
Performance Shares, and may reflect distinctions based on the reasons for the termination of employment 
or other separation from service.  
  

10.6 Nontransferability. Except as otherwise provided in a Participant’s Award Agreement, 
Performance Shares may not be sold, transferred, pledged, assigned, or otherwise alienated or 
hypothecated, other than by will or by the laws of descent and distribution. Further, except as otherwise 
provided in a Participant’s Award Agreement, a Participant’s rights under the Plan shall be exercisable 
during the Participant’s lifetime only by the Participant.  
 
Article 11. Director Awards  
  

11.1 Form of Director Awards. The Board may grant Director Awards to Outside Directors 
in the form of Restricted Stock or Restricted Stock Units. Whenever the Board grants a Director Award, 
notice shall be given to the Outside Director stating the type of award being made, the number of shares 
with respect to which the award is granted and the terms and conditions to which the award and (where 
applicable) the exercise of the award is subject. This notice shall become the Award Agreement between 
the Company and the Outside Director and, at that time, the Outside Director shall become a Participant. 
No more than $100,000 worth of Director Awards (valued at the Fair Market Value of the Shares subject to 
the Director Award as of the grant date) may be granted to any single Outside Director during any single 
calendar year.  
    

11.2 Terms of Director Awards. Director Awards shall otherwise be subject to the terms of 
the Plan applicable to each type of award as set forth in Articles 8 and 9; provided, however, that where the 
context reasonably requires, references throughout these sections to the “Committee” shall be read instead 
as references to the Board wherever the award is to be granted to an Outside Director. The Board shall have 
all the same rights and powers with respect to the administration of Director Awards as the Committee has 
with respect to Awards as provided in Article 3, and the Board shall be subject to the same limitations with 
respect to the modification and repricing of outstanding Director Awards as provided in Article 4.  
 

11.3 Delegation to Committee. For purposes of this Article 11, the Board may delegate its 
authority to any committee of the Board, or any subcommittee thereof, each member of which is (i) a non-
employee director for purposes of Rule 16b-3, and (ii) an independent director for purposes of the rules of 
the exchange on which the Company Stock is traded.  
  

11.4 Employee Directors Excluded from Board Decisions. For purposes of this Article 11, 
the term “Board” shall refer solely to the Board of Directors of the Company, excluding any members of 
the Board who are not Outside Directors.  
  
Article 12. Beneficiary Designation  
  

Each Participant under the Plan may, from time to time, name any beneficiary or beneficiaries 
(who may be named contingently or successively) to whom any benefit under the Plan is to be paid in case 
of his or her death before he or she receives any or all of such benefit. Each such designation shall revoke 
all prior designations by the same Participant, shall be in a form prescribed by the Company, and will be 
effective only when filed by the Participant in writing with the Company during the Participant’s lifetime. 
In the absence of any such designation, benefits remaining unpaid at the Participant’s death shall be paid to 
the Participant’s estate. Any payment made to a beneficiary under this Plan in good faith shall fully 
discharge the Company from all further obligations with respect to that payment.  
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Article 13. Deferrals  
  

The Committee may permit a Participant to defer such Participant’s receipt of the payment of cash 
or the delivery of Shares that would otherwise be due to such Participant by the lapse or waiver of 
restrictions with respect to Restricted Stock, the payment of Restricted Stock Units, or the satisfaction of 
any requirements or goals with respect to Performance Shares. If any such deferral election is required or 
permitted, the Committee shall, in its sole discretion, establish rules and procedures for such payment 
deferrals that comply with the requirements of Section 409A of the Code.  
  
Article 14. Rights of Participants  
  

14.1 Employment. Nothing in the Plan shall interfere with or limit in any way the right of the 
Company or any Subsidiary to terminate any Participant’s employment at any time, nor confer upon any 
Participant any right to continue in the employ of the Company or any Subsidiary. For purposes of this 
Plan, a transfer of a Participant’s employment between the Company and a Subsidiary, or between 
Subsidiaries, shall not be deemed to be a termination of employment. Nothing in the Plan shall interfere 
with or limit in any way the right of the Company or any Subsidiary to terminate any Outside Consultant at 
any time, nor confer upon any Outside Consultant any right to continue in the service of the Company or 
any Subsidiary.  
  

14.2 Participation. No Key Employee or Outside Consultant shall have the right to be 
selected to receive an Award under this Plan, or, having been so selected, to be selected to receive a future 
Award.  
   
Article 15 Change in Control  
  

15.1 Treatment of Outstanding Awards. Upon a Qualifying Termination that occurs on or 
within two (2) years following the date of a Change in Control, unless otherwise provided in an Award 
Agreement or specifically prohibited under applicable laws, or by the rules and regulations of any 
governing governmental agencies or national securities exchanges:  

 
(i) Any and all Options and SARs granted hereunder shall become immediately 

exercisable; 
 

(ii) Any restriction periods and restrictions imposed on shares of Restricted Stock or 
Restricted Stock Units shall lapse; and 

 
(iii) The target payout opportunities attainable under all outstanding Awards of 

Restricted Stock, Restricted Stock Units and Performance Shares shall be 
deemed to have been fully earned for the entire Performance Period(s) as of the 
effective date of the Qualifying Termination, and the vesting of all such Awards 
shall be accelerated as of the effective date of the Qualifying Termination.  

 
 Notwithstanding any other provision of the Plan to the contrary, if the Company undergoes a 
Change in Control triggered by clause (iii) or (iv) of the definition thereof and the Company is not the 
surviving entity and the successor to the Company (if any) (or a parent thereof) does not agree in writing 
prior to the occurrence of the Change in Control to continue and assume the Award following the Change 
in Control, or if for any other reason the Award would not continue after the Change in Control, then upon 
or sufficiently in advance of the Change in Control to permit the Participant to realize the benefits intended 
to be conveyed with respect to the shares underlying the Award, the vesting or exercisability of any 
outstanding Award shall be accelerated in full; provided, however, that with respect to any performance-
based Awards, any such accelerated vesting shall be based on the greater of target or actual performance as 
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of the date of the Change in Control; and provided further that any such accelerated vesting shall not cause 
such an award to violate Section 409A of the Code, without the Participant’s consent.  
  

15.2      Limitation on Change-in-Control Benefits. It is the intention of the Company and the 
Participants to reduce the amounts payable or distributable to a Participant hereunder if the aggregate Net 
After Tax Receipts (as defined below) to the Participant would thereby be increased, as a result of the 
application of the excise tax provisions of Section 4999 of the Code. Accordingly, anything in this Plan to 
the contrary notwithstanding, in the event that the independent accountants regularly employed by the 
Company immediately prior to any “change” described below (the “Accounting Firm”) shall determine that 
receipt of all Payments (as defined below) would subject the Participant to tax under Section 4999 of the 
Code, it shall determine whether some amount of Payments would meet the definition of a “Reduced 
Amount,” (as defined below). If the Accounting Firm determines that there is a Reduced Amount, the 
aggregate Payments shall be reduced to such Reduced Amount in accordance with the provisions of Section 
15.2(b) below.  

 
(a)  For purposes of this Section 15.2(a):  

 
(i) A “Payment” shall mean any payment or distribution in the nature of 

compensation to or for the benefit of a Participant who is a “disqualified 
individual” within the meaning of Section 280G(c) of the Code and which is 
contingent on a “change” described in Section 280G(b)(2)(A)(i) of the Code 
with respect to the Company, whether paid or payable pursuant to this Plan or 
otherwise; 

 
(ii) “Plan Payment” shall mean a Payment paid or payable pursuant to this Plan 

(disregarding this Section 15.2); 
 

(iii)      “Net After Tax Receipt” shall mean the Present Value of a Payment, net of all 
taxes imposed on the Participant with respect thereto under Sections 1 and 4999 
of the Code, determined by applying the highest marginal rate under Section 1 
of the Code which applied to the Participant’s Federal taxable income for the 
immediately preceding taxable year; 

 
(iv)      “Present Value” shall mean such value determined in accordance with Section 

280G(d)(4) of the Code; and 
 
(v) “Reduced Amount” shall mean the smallest aggregate amount of Payments 

which (A) is less than the sum of all Payments and (B) results in aggregate Net 
After Tax Receipts which are equal to or greater than the Net After Tax Receipts 
which would result if all Payments were paid to or for the benefit of the 
Participant. 

 
(b) If the Accounting Firm determines that aggregate Payments should be reduced to the 

Reduced Amount, the Committee shall promptly give the Participant notice to that effect 
and a copy of the detailed calculation thereof, and the Participant may then elect, in the 
Participant’s sole discretion, which and how much of the Payments, including without 
limitation Plan Payments, shall be eliminated or reduced (as long as after such election 
the Present Value of the aggregate Payments is equal to the Reduced Amount), and shall 
advise the Committee in writing of such election within ten (10) days of the Participant’s 
receipt of notice. If no such election is made by the Participant within such ten (10) day 
period, the Committee may elect which of the Payments, including without limitation 
Plan Payments, shall be eliminated or reduced (as long as after such election the Present 
Value of the aggregate Payments is equal to the Reduced Amount) and shall notify the 
Participant promptly of such election. All determinations made by the Accounting Firm 
under this Section 15.2 shall be binding upon the Company and the Participant and shall 
be made within sixty (60) days immediately following the event constituting the 
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“change” referred to above. As promptly as practicable following such determination, the 
Company shall pay to or distribute for the benefit of the Participant such Payments as are 
then due to the Participant under this Plan. Notwithstanding the foregoing to the contrary, 
in the event any Payment is subject to Section 409A of the Code, neither the Participant 
nor the Committee shall have an election as to the elimination or reduction of any 
Payments, but the Payments shall be automatically reduced on a pro rata basis until the 
Present Value of the aggregate Payments is equal to the Reduced Amount. 

 
(c) At the time of the initial determination by the Accounting Firm hereunder, it is possible 

that amounts will have been paid or distributed by the Company to or for the benefit of 
the Participant pursuant to this Plan which should not have been so paid or distributed 
(“Overpayment”) or that additional amounts which will have not been paid or distributed 
by the Company to or for the benefit of the Participant pursuant to this Plan could have 
been so paid or distributed .(“Underpayment”), in each case, consistent with the 
calculation of the Reduced Amount hereunder. In the event that the Accounting Firm, 
based either upon the assertion of a deficiency by the Internal Revenue Service against 
the Company or the Participant which the Accounting Firm believes has a high 
probability of success or controlling precedent or other substantial authority, determines 
that an Overpayment has been made, any such Overpayment paid or distributed by the 
Company to or for the benefit of the Participant shall be treated for all purposes as a loan 
ab initio to the Participant which the Participant shall repay to the Company together with 
interest at the applicable Federal rate provided for in Section 7872(f)(2) of the Code; 
provided, however, that no such loan shall be deemed to have been made and no amount 
shall be payable by the Participant to the Company if and to the extent such deemed loan 
and payment would not either reduce the amount on which the Participant is subject to 
tax under Section 1 and Section 4999 of the Code or generate a refund of such taxes. 

  
 In the event that the Accounting Firm, based upon controlling precedent or other substantial 
authority, determines that an Underpayment has occurred, any such Underpayment shall be promptly paid 
by the Company to or for the benefit of the Participant together with interest at the applicable Federal rate 
provided for in Section 7872(f)(2) of the Code.  
   

15.3      Termination, Amendment, and Modifications of Change-in-Control Provisions. 
Notwithstanding any other provision of this Plan or any Award Agreement provision, the provisions of this 
Article 15 may not be terminated, amended, or modified on or after the date of a Change in Control to 
affect adversely any Award theretofore granted under the Plan without the prior written consent of the 
Participant with respect to said Participant’s outstanding Awards; provided, however, the Board of 
Directors, upon recommendation of the Committee, may terminate, amend, or modify this Article 15 at any 
time and from time to prior to the date of a Change in Control.  
  
Article 16. Amendment, Modification, and Termination  
  

16.1      Amendment, Modification, and Termination. The Board may at any time and from 
time to time, alter, amend, suspend or terminate the Plan in whole or in part; provided however that no 
change shall be made that increases the total number of shares of Common Stock reserved for issuance 
under the Plan (except pursuant to Section 4), materially modifies the requirements as to eligibility for 
participation in the Plan, or that would otherwise be considered a material revision or amendment under 
Code section 422 or the listing standards of the exchange on which the Common Stock is then traded, 
unless the change is authorized by the shareholders of the Company. Notwithstanding the foregoing, the 
Board may unilaterally amend the Plan and outstanding Awards with respect to Participants as it deems 
appropriate to ensure compliance with Rule 16b-3 and other applicable federal or state securities laws and 
to meet the requirements of the Code and applicable regulations or other generally applicable guidance 
thereunder.  
  



 

54 

16.2 Awards Previously Granted. Except as otherwise provided in Section 16.1, no 
termination, amendment, or modification of the Plan shall adversely affect in any material way any Award 
previously granted under the Plan, without the written consent of the Participant holding such Award.  

 
Article 17. Withholding  
  

17.1 Tax Withholding. The Company shall have the power and the right to deduct or 
withhold, or require a Participant to remit to the Company, Applicable Withholding Taxes with respect to 
any taxable event arising as a result of this Plan.  
  

17.2 Share Withholding. With respect to withholding required upon the exercise of Options 
or SARs, upon the lapse of restrictions on Restricted Stock, the payment of Restricted Stock Units or 
Performance Shares, or upon any other taxable event arising as a result of Awards granted hereunder, 
Participants may elect, subject to the approval of the Committee, to satisfy the withholding requirement, in 
whole or in part, by having the Company withhold Shares having a Fair Market Value equal to the 
Applicable Withholding Taxes. All such elections shall be made in writing, signed by the Participant, and 
shall be subject to any restrictions or limitations that the Committee, in its sole discretion, deems 
appropriate.  
  
Article 18. Indemnification  
  

Each person who is or shall have been a member of the Committee, or of the Board, shall be 
indemnified and held harmless by the Company against and from any loss, cost, liability, or expense that 
may be imposed upon or reasonably incurred by him or her in connection with or resulting from any claim, 
action, suit, or proceeding to which he or she may be a party or in which he or she may be involved by 
reason of any action taken or failure to act under the Plan and against and from any and all amounts paid by 
him or her in settlement thereof, with the Company’s approval, or paid by him or her in satisfaction of any 
judgment in any such action, suit, or proceeding against him or her, provided he or she shall give the 
Company an opportunity, at its own expense, to handle and defend the same before he or she undertakes to 
handle and defend it on his or her own behalf. The foregoing right of indemnification shall not be exclusive 
of any other rights of indemnification to which such persons may be entitled under the Company’s Articles 
of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the Company may have to 
indemnify them or hold them harmless.  
   
Article 19. Successors  
  

All obligations of the Company under the Plan with respect to Awards granted hereunder shall be 
binding on any successor to the Company, whether the existence of such successor is the result of a direct 
or indirect purchase, merger, consolidation, or otherwise, of all or substantially all of the business and/or 
assets of the Company.  
  
Article 20. Section 409A Compliance  
  

20.1 Separation from Service. With respect to any Award that provides for a deferral of 
compensation for purposes of Section 409A of the Code and that is payable under its terms on a 
Participant’s termination of employment (including a Participant’s termination of employment on account 
of retirement, if applicable), (i) any references herein and in the Participant’s Award Agreement to the 
Participant’s termination of employment or date of termination of employment shall refer to the 
Participant’s Separation from Service or date of Separation from Service, as the case may be; and (ii) 
notwithstanding any provision herein or in the Participant’s Incentive Award to the contrary, if at the time 
of payment under such an Incentive Award, the Participant is a “specified employee” (as defined below), 
no such payment shall occur prior to the earlier of (A) the expiration of the six (6)-month period measured 
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from the date of the Participant’s Separation from Service, or (B) the date of the Participant’s death. Upon 
the expiration of the six (6)-month deferral period referred to in the preceding sentence or the Participant’s 
death, all amounts that would otherwise have been paid during such period but for this Section 20.1 shall be 
paid and any amounts that remain to be paid under the Award shall be paid in accordance with the terms 
hereof and of the Award Agreement. The term “specified employee” shall have the same meaning as 
assigned to that term under Section 409A(a)(2)(B)(i) of the Code and whether a Participant is a specified 
employee shall be determined in accordance with written guidelines adopted by the Company for such 
purposes.  
  

20.2 Qualifying Change in Control. With respect to any Award that provides for a deferral 
of compensation for purposes of Section 409A of the Code and that is payable under its terms upon a 
Change in Control, or under which the time or form of payment of the Award varies depending on whether 
a Change in Control has occurred, any references herein and in the Participant’s Award Agreement to a 
Change in Control or date of the Change in Control shall refer to a Qualifying Change in Control or the 
date of a Qualifying Change in Control, as the case may be.  
  
Article 21. Recovery of Awards.  
  

Any Awards granted pursuant to this Plan shall be subject to any recoupment or clawback policy 
that is adopted by, or applicable to, the Company. 
  
Article 22. Legal Construction  
  

22.1 Gender and Number. Except where otherwise indicated by the context, any masculine 
term used also shall include the feminine; the plural shall include the singular and the singular shall include 
the plural.  
  

22.2 Severability. In the event any provision of the Plan shall be held illegal or invalid for any 
reason, the illegality or invalidity shall not affect the remaining parts of the Plan, and the Plan shall be 
construed and enforced as if the illegal or invalid provision had not been included.   
  

22.3 Requirements of Law. The granting of Awards and the issuance of Shares under the 
Plan shall be subject to all applicable laws, rules, and regulations, and to such approvals by any 
governmental agencies or national securities exchanges as may be required.  
  

22.4 Securities Law Compliance. With respect to Insiders, transactions under this Plan are 
intended to comply with all applicable conditions or Rule 16b-3 or its successors under the Exchange Act. 
To the extent any provision of the plan or action by the Committee fails to so comply, it shall be deemed 
null and void, to the extent permitted by law and deemed advisable by the Committee. If at any time, the 
Committee should determine that the issuance of any shares of Common Stock under an Award, whether 
pursuant to the exercise of an Option or Stock Appreciation Right or otherwise, would result in the 
violation of any applicable federal or state securities laws with respect to the Plan, then no shares of 
Common Stock shall be issued, and no Options or Stock Appreciation Rights shall be exercised, unless and 
until the Committee has determined that the issuance of such shares or the exercise of such Options or 
Stock Appreciation Rights would not result in such violation. If a Participant’s right to exercise an Option 
or Stock Appreciation Right is suspended pursuant to the preceding sentence, the Committee may provide 
that any time period to exercise the Option or Stock Appreciation Right is extended or tolled during such 
period of suspension.  
  

22.5 Governing Law. To the extent not preempted by Federal law, the Plan, and all 
agreements hereunder, shall be construed in accordance with and governed by the laws of the 
Commonwealth of Virginia.  
  

  


