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Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No. )
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o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
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Important Notice Regarding the Availability of Proxy Materials for the Shareholders Meeting to Be Held on
May 30,2008 the Notice of Annual Meeting of Shareholders, Proxy Statement and Annual Report are
available at www.proxyvote.com.
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Corporate Offices 1000 Lowe s Boulevard
Mooresville, North Carolina 28117

LOWE S
COMPANIES,
INC.
April 14, 2008

TO LOWE S SHAREHOLDERS:

It is my pleasure to invite you to our 2008 Annual Meeting to be held at the Ballantyne Resort, 10000 Ballantyne
Commons Parkway, Charlotte, North Carolina, on Friday, May 30, 2008 at 10:00 a.m. Directions to the Ballantyne
Resort are printed on the back of the Proxy Statement.

This year, we are pleased to be using the new U.S. Securities and Exchange Commission rule that allows companies
to furnish their proxy materials over the Internet. As a result, we are mailing to many of our shareholders a Notice of
Internet Availability of Proxy Materials instead of a paper copy of this Proxy Statement and our 2007 Annual Report.
The Notice contains instructions on how to access those documents and vote online. The Notice also contains
instructions on how each of those shareholders can receive a paper copy of our proxy materials, including this Proxy
Statement, our 2007 Annual Report and a proxy card. All shareholders who do not receive a Notice of Internet
Availability will receive a paper copy of the proxy materials by mail. We believe that this new process will conserve
natural resources and reduce the costs of printing and distributing our proxy materials.

We intend to broadcast the meeting live on the Internet. To access the webcast, visit Lowe s website
(www.Lowes.com/investor) where a link will be posted a few days before the meeting. A replay of the Annual Meeting
will also be available beginning approximately three hours after the meeting concludes and will continue to be
available for two weeks after the meeting.

The Notice of Annual Meeting of Shareholders and Proxy Statement are enclosed with this letter. The Proxy

Statement tells you about the agenda and the procedures for the meeting. There are five items of business on this year s
agenda, each as described in detail in the Proxy Statement. Your vote by proxy or in person at the meeting is

important.

Yours cordially,
Robert A. Niblock

Chairman of the Board
and Chief Executive Officer
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Notice of
Annual Meeting of Shareholders
of Lowe s Companies, Inc.

Date: May 30, 2008
Time: 10:00 a.m.
Place: Ballantyne Resort

10000 Ballantyne Commons Parkway
Charlotte, North Carolina

Purpose: 1. To elect three Class I directors to a term of three years.

2. To ratify the appointment of Deloitte & Touche LLP as the independent registered public accounting
firm of the Company for the 2008 fiscal year.

3. To approve amendments to Lowe s Articles of Incorporation eliminating the classified structure of the
Board of Directors.

4. To consider and vote upon two shareholder proposals set forth at pages 33 through 37 in the
accompanying Proxy Statement.

5. To transact such other business as may be properly brought before the Annual Meeting of Shareholders.

Only shareholders of record at the close of business on March 28, 2008 will be entitled to notice of and to vote at the
Annual Meeting of Shareholders or any postponement or adjournment thereof.

The Company s Proxy Statement is attached. Financial and other information is contained in the Company s Annual
Report to Shareholders for the fiscal year ended February 1, 2008, which accompanies this Notice of Annual Meeting
of Shareholders.

By Order of the Board of Directors,

Gaither M. Keener, Jr.

Senior Vice President,

General Counsel, Secretary &

Chief Compliance Officer

Mooresville, North Carolina
April 14, 2008

Your vote is important. Whether or not you plan to attend the meeting, we hope you will vote promptly.
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If you received a paper copy of the proxy materials by mail, you may vote your shares by proxy by doing any
one of the following:

Vote at the internet site address listed on your proxy card;
Call the toll-free number listed on your proxy card; or
Sign, date and return in the envelope provided the enclosed proxy card.

If you received only a Notice of Internet Availability of Proxy Materials by mail, you may vote your shares by
proxy at the internet site address listed on your Notice. You may also request a paper copy of the Proxy
Materials by visiting the internet site address listed on your Notice, or by calling the telephone number or
sending an e-mail to the e-mail address listed on your Notice.
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Lowe s Companies, Inc.

Proxy Statement
for
Annual Meeting of Shareholders
May 30, 2008

GENERAL INFORMATION

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

Directors or Board ) of Lowe s Companies, Inc. ( Company or Lowe s ) of proxies to be voted at the Annual Meeting
Shareholders to be held at the Ballantyne Resort located at 10000 Ballantyne Commons Parkway, Charlotte, North

Carolina on Friday, May 30, 2008 at 10:00 a.m.

In accordance with rules and regulations recently adopted by the Securities and Exchange Commission, instead of
mailing a printed copy of our proxy materials to each shareholder of record, we are now furnishing proxy materials to
our shareholders on the Internet. If you received only a Notice of Internet Availability of Proxy Materials by mail, you
will not receive a printed copy of the proxy materials unless you request a copy. Instead, the Notice of Internet
Availability of Proxy Materials will instruct you how you may access and review online all of the important
information contained in the proxy materials. The Notice of Internet Availability of Proxy Materials will also instruct
you as to how you may submit your proxy over the Internet. If you received only a Notice of Internet Availability of
Proxy Materials by mail and would like to receive a printed copy of our proxy materials, however, you should follow
the instructions for requesting those materials included in the Notice.

The Notice of Internet Availability of Proxy Materials is first being sent to shareholders on or about April 14, 2008.
This Proxy Statement and the enclosed form of proxy relating to the 2008 Annual Meeting are also first being made
available to shareholders on or about April 14, 2008.

Outstanding Shares

On March 28, 2008, there were 1,461,815,744 shares of Company common stock ( Common Stock ) outstanding and
entitled to vote. Shareholders are entitled to one vote for each share held on all matters to come before the meeting.

Who May Vote

Only shareholders of record at the close of business on March 28, 2008 are entitled to notice of and to vote at the
meeting or any postponement or adjournment thereof.

How To Vote

You may vote by proxy or in person at the meeting. If you received a paper copy of the proxy materials by mail, you
may vote your shares by proxy by doing any one of the following: vote at the Internet site address listed on your proxy
card; call the toll-free number set forth on your proxy card; or mail your signed and dated proxy card to our tabulator
in the envelope provided. If you received only a Notice of Internet Availability of Proxy Materials by mail, you may
vote your shares online by proxy at the internet site address listed on your Notice. Even if you plan to attend the

Table of Contents 11



Edgar Filing: LOWES COMPANIES INC - Form DEF 14A

meeting, we recommend that you vote by proxy prior to the meeting. You can always change your vote as described
below.

How Proxies Work

The Board of Directors is asking for your proxy. By giving us your proxy, you authorize the proxyholders (members

of Lowe s management) to vote your shares at the meeting in the manner you direct. If you do not specify how you

wish the proxyholders to vote your shares, they will vote your shares FOR ALL director nominees, FOR ratification
of the appointment of Deloitte & Touche LLP as the Company s independent registered public accounting firm, FOR
the proposal to amend Lowe s Articles of Incorporation eliminating the classified structure of the Board of Directors,

and AGAINST each of the two shareholder proposals. The proxyholders also will vote shares according to their
discretion on any other matter properly brought before the meeting.

Table of Contents 12
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You may receive more than one proxy card depending on how you hold your shares. Generally, in order to vote all of
your shares, you need to vote on the Internet site address set forth on your proxy card, call the toll-free number set
forth on your proxy card, or sign, date and return all of your proxy cards. For example, if you hold shares through
someone else, such as a stockbroker, you may get proxy materials from that person. Shares registered in your name
directly are covered by a separate proxy card.

If for any reason any of the nominees for election as director becomes unavailable for election, discretionary authority
may be exercised by the proxyholders to vote for substitutes proposed by the Board of Directors.

Abstentions and shares held of record by a broker or its nominee ( broker shares ) that are voted on any matter are
included in determining the number of votes present or represented at the meeting. Broker shares that are not voted on
any matter at the meeting are not included in determining whether a quorum is present.

Under New York Stock Exchange ( NYSE ) rules, the proposals to elect directors, ratify the appointment of the
independent registered public accounting firm and approve the proposed amendments to the Articles of Incorporation
are considered discretionary items. This means that brokerage firms may vote in their discretion on these matters on
behalf of clients who have not furnished voting instructions. The shareholder proposals are non-discretionary matters,
which means that brokerage firms may not use their discretion to vote on such matters without express voting
instructions from their customers.

Quorum

In order to carry out the business of the meeting, we must have a quorum. This means that at least a majority of the
outstanding shares eligible to vote must be represented at the meeting, either by proxy or in person. Shares owned by
the Company are not voted and do not count for this purpose.

Revoking Your Proxy

The shares represented by a proxy will be voted as directed unless the proxy is revoked. Any proxy may be revoked
before it is exercised by filing with the Secretary of the Company an instrument revoking the proxy or a proxy bearing
a later date. A proxy is also revoked if the person who executed the proxy is present at the meeting and elects to vote
in person.

Votes Needed

Election of Directors. In uncontested elections, directors are elected by the affirmative vote of a majority of the
outstanding shares of the Company s voting securities voted at the meeting, including those shares for which votes are

withheld. In the event that a director nominee fails to receive the required majority vote, the Board of Directors may
decrease the number of directors, fill any vacancy, or take other appropriate action. If the number of nominees exceeds
the number of directors to be elected, directors will continue to be elected by a plurality of the votes cast by the
holders of voting securities entitled to vote in the election.

Approval of Amendments to Articles of Incorporation. Approval of the proposal to amend Lowe s Articles of
Incorporation to eliminate the classified structure of the Board of Directors requires the affirmative vote of a majority

of the outstanding shares of the Company s Common Stock.

Other Proposals. Approval of the other proposals and any other matter properly brought before the meeting requires
the favorable vote of a majority of the votes cast on the applicable matter at the meeting in person or by proxy.

Table of Contents 13
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Our Voting Recommendation
Our Board of Directors recommends that you vote:
FOR each of our nominees to the Board of Directors;
FOR ratifying Deloitte & Touche LLP as our independent registered public accounting firm;

FOR the proposal to approve amendments to Lowe s Articles of Incorporation eliminating the classified
structure of the Board of Directors;

Table of Contents
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AGAINST the shareholder proposal regarding supermajority vote requirements; and
AGAINST the shareholder proposal regarding executive compensation plan.

Proxy cards that are timely signed, dated and returned but do not contain instructions on how you want to vote will be
voted in accordance with our Board of Directors recommendations.

Voting Results

The preliminary voting results will be announced at the meeting. The final voting results will be published in our
quarterly report on Form 10-Q for the second quarter of fiscal year 2008.

Attending In Person
Only shareholders, their designated proxies and guests of the Company may attend the meeting.

PROPOSAL ONE
ELECTION OF DIRECTORS

The number of directors is currently fixed at 11. The Articles of Incorporation of the Company divide the Board into
three classes, designated Class I, Class II and Class III, with one class standing for election each year for a three-year
term. The three nominees standing for election as Class I directors at the 2008 Annual Meeting of Shareholders are:
Robert A. Ingram; Robert L. Johnson; and Richard K. Lochridge. If elected, each Class I nominee will serve until his
term expires in 2011 or until a successor is duly elected and qualified.

All of the nominees are currently serving as directors. Unless authority to vote in the election of directors is withheld,
it is the intention of the persons named as proxies to vote  FOR ALL of the three nominees. If at the time of the
meeting any of these nominees is unavailable for election as a director for any reason, which is not expected to occur,
the proxyholders will vote for such substitute nominee or nominees, if any, as shall be designated by the Board of
Directors.

INFORMATION CONCERNING THE NOMINEES

Nominees for Election as Class I Directors Term to Expire in 2011

Robert A. Ingram Director Since: 2001
Age: 65

Member of Compensation and Organization Committee and Governance Committee. Vice Chairman Pharmaceuticals,
GlaxoSmithKline, a pharmaceutical research and development company, since January 2003. Chief Operating Officer
and President, Pharmaceutical Operations of GlaxoSmithKline, January 2001-2002. Chief Executive Officer of Glaxo
Wellcome plc, 1997-2000. Chairman of Glaxo Wellcome Inc. (Glaxo Wellcome plc s United States subsidiary),
1999-2000. Chairman, President and Chief Executive Officer of Glaxo Wellcome Inc., 1997-1999. He also serves on
the boards of directors of Allergan, Inc.; Edwards Lifesciences Corporation; OSI Pharmaceuticals, Inc. (Chairman);
Valeant Pharmaceuticals International (Lead Director); and Wachovia Corporation. Mr. Ingram is also a member of
the board of advisors for the H. Lee Moffitt Cancer Center & Research Institute.
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Robert L. Johnson Director Since: 2005
Age: 62

Member of Audit Committee and Governance Committee. Founder and Chairman of the RLJ Companies, which owns
or holds interests in companies operating in professional sports (including the NBA Charlotte Bobcats),
hospitality/restaurant, real estate, financial services, gaming and recording industries. Prior to forming the RLJ
Companies, he was founder and chairman of Black Entertainment Television ( BET ), which was acquired in 2000 by
Viacom Inc., a media-entertainment holding company. Mr. Johnson continued to serve as Chief Executive Officer of
BET until 2005. He also serves on the board of directors of Strayer Education, Inc.
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Richard K. Lochridge Director Since: 1998
Age: 64

Member of Compensation and Organization Committee and Governance Committee. President, Lochridge &
Company, Inc., a general management consulting firm, since 1986. He also serves on the boards of directors of Dover
Corporation and PetSmart, Inc.

INFORMATION CONCERNING CONTINUING DIRECTORS

Class II Directors Term to Expire in 2009

Peter C. Browning Director Since: 1998
Age: 66

Member of Audit Committee and Governance Committee. Dean of the McColl Graduate School of Business at
Queens University of Charlotte from March 2002 to May 2005. Non-Executive Chairman 2000-2006 and Lead
Director since 2006, Nucor Corporation, a steel manufacturer. President and CEO of Sonoco Products Company, a
manufacturer of industrial and consumer packaging products, 1998-2000. He also serves on the boards of directors of
Acuity Brands, Inc.; EnPro Industries, Inc.; Nucor Corporation; The Phoenix Companies, Inc.; and Wachovia
Corporation.

Marshall O. Larsen Director Since: 2004
Age: 59

Chairman of Compensation and Organization Committee and member of Executive Committee and Governance
Committee. Chairman of Goodrich Corporation, a supplier of systems and services to the aerospace and defense
industry, since October 2003, and President and Chief Executive Officer since February 2002 and April 2003,
respectively. Chief Operating Officer of Goodrich Corporation from February 2002 to April 2003. Executive Vice
President of Goodrich Corporation and President and Chief Operating Officer of Goodrich Aerospace Corporation, a
subsidiary of Goodrich Corporation, 1995-2002. He also serves on the board of directors of Becton, Dickinson and
Company.

Stephen F. Page Director Since: 2003
Age: 68

Chairman of Audit Committee and member of Executive Committee and Governance Committee. Served as Vice
Chairman and Chief Financial Officer of United Technologies Corporation, manufacturer of high-technology products
and services to the building systems and aerospace industries, from 2002 until his retirement in 2004. President and
Chief Executive Officer of Otis Elevator Company, a subsidiary of United Technologies Corporation, from 1997 to
2002. He also serves on the boards of directors of Liberty Mutual Holding Company, Inc. and PACCAR Inc.
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O. Temple Sloan, Jr. Director Since: 2004
Age: 69

Chairman of Governance Committee and member of Audit Committee and Executive Committee. Chairman and
Chief Executive Officer of General Parts International, Inc., Raleigh, North Carolina, a distributor of automotive
replacement parts. He also serves on the boards of directors of Bank of America Corporation (Lead Director), Golden
Corral and Highwoods Properties, Inc., where he serves as Chairman of the Board.
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Class III Directors Term to Expire in 2010

David W. Bernauer Director Since: 2007
Age: 64

Member of Audit Committee and Governance Committee. Non-Executive Chairman of the board of directors of
Walgreen Co., the nation s largest drugstore chain, from January 2007 until his retirement in July 2007. From January
2002 until July 2006, he served as Chief Executive Officer of Walgreen, at which time he stepped down from his
executive duties with the company while remaining Chairman of the Board, a position he had held since January
2003. From 1999 to January 2002, he served as President and Chief Operating Officer of Walgreen. He has served in
various management positions, with increasing areas of responsibility, at Walgreen since 1966. He also serves on the
board of directors of Office Depot, Inc.

Leonard L. Berry Director Since: 1998
Age: 65

Member of Compensation and Organization Committee and Governance Committee. Distinguished Professor of
Marketing, M.B. Zale Chair in Retailing and Marketing Leadership, and Professor of Humanities in Medicine, Texas
A&M University, since 1982. He also serves on the boards of directors of Darden Restaurants, Inc. and Genesco Inc.

Dawn E. Hudson Director Since: 2001
Age: 50

Member of Compensation and Organization Committee and Governance Committee. President and Chief Executive
Officer of Pepsi-Cola North America, a beverage maker and franchise company, from June 2002 to November 2007

and March 2005 to November 2007, respectively. Senior Vice President, Strategy and Marketing for Pepsi-Cola North
America, 1997-2002. She also serves on the board of directors of Allergan, Inc.

Robert A. Niblock Director Since: 2004
Age: 45

Chairman of Executive Committee. Chairman of the Board and Chief Executive Officer of Lowe s Companies, Inc.
since January 2005. President from March 2003 to December 2006. Executive Vice President and Chief Financial
Officer, 2001-2003. Senior Vice President and Chief Financial Officer, 2000-2001.

INFORMATION ABOUT THE BOARD OF DIRECTORS AND COMMITTEES OF THE BOARD

Governance Guidelines and Code of Conduct
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The Board of Directors has adopted Corporate Governance Guidelines setting forth guidelines and standards with
respect to the role and composition of the Board, the functioning of the Board and its committees, the compensation of
directors, succession planning and management development, the Board s and its committees access to independent
advisers and other matters. The Governance Committee of the Board of Directors regularly reviews and assesses
corporate governance developments and recommends to the Board modifications to the Corporate Governance
Guidelines as warranted. The Company has also adopted a Code of Business Conduct and Ethics for its directors,
officers and employees. The Governance Guidelines and Code of Conduct are posted on the Company s website at
(www.Lowes.com/investor). Shareholders and other interested persons may obtain a written copy of the Governance
Guidelines and Code of Conduct by contacting Gaither M. Keener, Jr., Senior Vice President, General Counsel,
Secretary and Chief Compliance Officer, at Lowe s Companies, Inc., 1000 Lowe s Boulevard, Mooresville, North
Carolina 28117.
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Lowe s Corporate Governance Guidelines provide that in accordance with long-standing policy, a substantial majority
of the members of the Company s Board of Directors must qualify as independent directors. For a director to be
considered independent, the Board must determine that the director does not have any direct or indirect material
relationship with the Company. As permitted by NYSE rules, the Board has adopted Categorical Standards for
Determination of Director Independence ( Categorical Standards ) to assist the Board in making determinations of
independence. A copy of these Categorical Standards is attached as Appendix A to this Proxy Statement.

The Governance Committee and the Board have evaluated the transactions, relationships or arrangements between
each director (and his or her immediate family members and related interests) and the Company in each of the most
recent three completed fiscal years. They include the following, all of which were entered into by the Company in the
ordinary course of business:

Temple Sloan is a member of the board of directors of Bank of America Corporation, and Peter Browning and
Robert Ingram are members of the board of directors of Wachovia Corporation. The Company has commercial
banking and capital markets relationships with subsidiaries of both of these bank holding companies.

Temple Sloan is Chairman of the board of directors of Highwoods Properties, Inc., a real estate investment
trust from which the Company leases a facility for a data center.

Stephen Page is a director of Liberty Mutual Holding Company, Inc. The Company purchases insurance from
several of its subsidiaries covering various business risks. Subsidiaries of this company also administer Lowe s
short-term disability plan for its employees and have recently begun administering the family and medical
leave program for Lowe s employees.

Robert Johnson is a director and controlling shareholder of Urban Trust Bank, which the Company uses as a
depositary bank. Mr. Johnson also controls and is an officer of the organization that owns the Charlotte
Bobcats NBA team. The Company has a multi-year sponsorship agreement with the team.

Richard Lochridge is a director of Dover Corporation, which, through several subsidiaries, is a vendor to
Lowe s for various products.

David Bernauer is a director of Office Depot, Inc. from which the Company purchases office equipment and
supplies.

Peter Browning is a director of Acuity Brands, Inc. from which the Company purchases various lighting
products.

In addition, with respect to Messrs. Johnson, Larsen, Ingram and Sloan, the Board considered the amount of the
Company s discretionary charitable contributions in each of the most recent three completed fiscal years to charitable
organizations where each of them, or a member of their immediate family, serves as a director or trustee.

As a result of this evaluation, the Board has affirmatively determined, upon the recommendation of the Governance
Committee, that currently each director, other than Robert Niblock, and all of the members of the Audit Committee,
Compensation and Organization Committee, and Governance Committee, are independent within the Company s
Categorical Standards and the NYSE rules, and, in the case of Audit Committee members, the separate Securities and
Exchange Commission requirement, which provides that they may not accept directly or indirectly any consulting,
advisory or other compensatory fee from the Company other than their compensation as directors.
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Compensation of Directors

Annual Retainer Fees. Directors who are not employed by the Company are paid an annual retainer of $75,000, and
non-employee directors who serve as a committee chairman receive an additional $15,000 annually, or $25,000
annually in the case of the Audit Committee Chairman, for serving in such position. Directors who are employed by
the Company receive no additional compensation for serving as directors. The annual retainer amount was last
increased in 2002.
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Stock Awards. In May 2005, shareholders approved an amended and restated Director s Stock Option and Deferred
Stock Unit Plan, allowing the Board to elect to grant deferred stock units or options to purchase Common Stock at the
first directors meeting following the Annual Meeting of Shareholders each year ( Award Date ) to non-employee
directors. Beginning with the directors meeting following the Annual Meeting of Shareholders held May 27, 2005, it
has been the Board s policy to grant only deferred stock units. Each deferred stock unit represents the right to receive
one share of Lowe s Common Stock. The annual grant of deferred stock units for each of the Company s directors who
is not employed by the Company is determined by taking the annual grant amount of $115,000 and dividing it by the
closing price of a share of Lowe s Common Stock as reported on the NYSE on the Award Date, which amount is then
rounded up to the next 100 units. The deferred stock units receive dividend equivalent credits, in the form of
additional units, for any cash dividends subsequently paid with respect to Common Stock. All units credited to a
director are fully vested and will be paid in the form of Common Stock after the termination of the director s service.

Deferral of Annual Retainer Fees. In 1994, the Board adopted the Lowe s Companies, Inc. Directors Deferred
Compensation Plan. This plan allows each non-employee director to defer receipt of all, but not less than all, of the
annual retainer and any committee chairman fees otherwise payable to the director in cash. Deferrals are credited to a
bookkeeping account and account values are adjusted based on the investment measure selected by the director. One
investment measure adjusts the account value based on the Wachovia Bank, N.A. prime rate plus 1%, adjusted each
quarter. The other investment measure assumes that the deferrals are invested in Lowe s Common Stock with
reinvestment of all dividends. A director may allocate deferrals between the two investment measures in 25%
multiples. Account balances may not be reallocated between the investment measures. Account balances are paid in
cash in a single sum payment following the termination of a director s service.

The following table summarizes the compensation paid to non-employee directors during fiscal year 2007:

Director Compensation Table
Fiscal Year 2007

Change in
Pension
Value and
Nongqualified
Deferred
Fees Earned
or Stock Options Compensation
Paid in Cash Awards Awards Earnings Total
Name $) $) $) @ $) @ $)
David W. Bernauer 56,250(4) 115,668 0 0 171,918
Leonard L. Berry 75,000 115,668 0 0 190,668
Peter C. Browning 75,000 115,668 0 0 190,668
Dawn E. Hudson 75,000 115,668 0 0 190,668
Robert A. Ingram 75,000 115,668 0 0 190,668
Robert L. Johnson 75,000 115,668 0 0 190,668
Marshall O. Larsen 90,000 115,668 0 7,105 212,773
Richard K. Lochridge 75,000 115,668 0 0 190,668
Stephen F. Page 100,000 115,668 0 0 215,668
O. Temple Sloan, Jr. 90,000 115,668 0 0 205,668
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() The dollar amount shown for these stock awards represents the dollar amount recognized for financial statement
reporting purposes with respect to fiscal year 2007 in compliance with Statement of Financial Accounting
Standards No. 123 (revised 2004) Share-Based Payment (SFAS 123R) for 3,600 deferred stock units granted to
each director in fiscal year 2007. These amounts reflect Lowe s accounting expense for these awards and do not
correspond to the actual value that may be recognized by a director with respect to these awards when they are
paid in the form of Common Stock after the termination of the director s service. For information on the
assumptions used to calculate the value of the deferred stock units awarded in fiscal year 2007, see Note 9,

Accounting for Share-Based Payment, to the Company s consolidated financial statements in its Annual Report
on Form 10-K for the fiscal year ended February 1, 2008. As of February 1, 2008, each non-employee director,
with the exception of Mr. Bernauer, held 10,554 deferred stock units. As of February 1, 2008, Mr. Bernauer
(who was first elected a director on May 25, 2007) held 3,634 deferred stock units.

7
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@ As of February 1, 2008, non-employee directors held options, all of which are vested, to acquire shares of
Lowe s Common Stock previously granted to them under the Lowe s Companies, Inc. Directors Stock Option
Plan as shown in the table below.

Total
Outstanding

Name #

David W. Bernauer 0
Leonard L. Berry 26,666
Peter C. Browning 32,000
Dawn E. Hudson 32,000
Robert A. Ingram 32,000
Robert L. Johnson 0
Marshall O. Larsen 8,000
Richard K. Lochridge 32,000
Stephen F. Page 8,000
O. Temple Sloan, Jr. 8,000

() Amount shown represents the above-market portion of interest credited on deferred annual retainer and
committee chairman fees for Mr. Larsen, who has selected the investment measure that adjusts his account value
based on the Wachovia Bank, N.A. prime rate plus 1%.

) Mr. Bernauer was first elected a director on May 25, 2007. The amount reported reflects fees earned for the
period from May 25, 2007 through the end of the 2007 fiscal year.

Board Meetings and Committees of the Board

Attendance at Board and Committee Meetings. During fiscal year 2007, the Board of Directors held six meetings. All
incumbent directors attended at least 75% of all meetings of the Board and the committees on which they served.

Executive Sessions of the Non-management Directors. The non-management directors, all of whom are independent,
meet in regularly scheduled executive sessions. Mr. Sloan, Chairman of the Governance Committee, presides over
these executive sessions and in his absence, the non-management directors may select another non-management
director present to preside.

Attendance at Annual Meetings of Shareholders. Directors are expected to attend the Annual Meeting of
Shareholders. All of the incumbent directors attended last year s Annual Meeting of Shareholders.

Committees of the Board of Directors and their Charters. The Board has four standing committees: the Audit
Committee; the Compensation and Organization Committee; the Executive Committee; and the Governance
Committee. Each of these committees, other than the Executive Committee, acts pursuant to a written charter adopted
by the Board of Directors. The Executive Committee operates in accordance with specific provisions of the Bylaws. A
copy of each written committee charter is available on our website at (www.Lowes.com/investor). You may also obtain
a copy of each written committee charter by contacting Gaither M. Keener, Jr., Senior Vice President, General
Counsel, Secretary and Chief Compliance Officer, at Lowe s Companies, Inc., 1000 Lowe s Boulevard, Mooresville,
North Carolina 28117.
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How to Communicate with the Board of Directors and Independent Directors. Interested persons wishing to
communicate with the Board of Directors may do so by sending a written communication addressed to the Board or to
any member individually in care of Lowe s Companies, Inc., 1000 Lowe s Boulevard, Mooresville, North Carolina
28117. Interested persons wishing to communicate with the independent directors as a group, may do so by sending a
written communication addressed to O. Temple Sloan, Jr., as Chairman of the Governance Committee, in care of

Lowe s Companies, Inc., 1000 Lowe s Boulevard, Mooresville, North Carolina 28117. Any communication addressed
to a director that is received at Lowe s principal executive offices will be delivered or forwarded to the individual
director as soon as practicable. Lowe s will forward all communications received from its shareholders or other
interested persons that are addressed simply to the Board of Directors to the chairman of the committee of the Board

of Directors whose purpose and function is most closely related to the subject matter of the communication.

8
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Audit Committee

Number of Members: Five

Members: Stephen F. Page (Chairman), David W. Bernauer, Peter C. Browning,
Robert L. Johnson and O. Temple Sloan, Jr.

Number of Meetings in Eight

Fiscal Year 2007:

Purpose and Functions: The primary purpose of the Audit Committee is to assist the Board of Directors in
monitoring (A) the integrity of the financial statements, (B) compliance by the
Company with its established internal controls and applicable legal and regulatory
requirements, (C) the performance of the Company s internal audit function and
independent registered public accounting firm, and (D) the independent registered
public accounting firms qualifications and independence. In addition, the Audit
Committee is responsible for preparing the Report of the Audit Committee included in
this Proxy Statement. The Audit Committee is directly responsible for the appointment,
compensation and oversight of the work of the Company s independent registered
public accounting firm. In addition, the Audit Committee is solely responsible for
pre-approving all engagements related to audit, review and attest reports required under
the securities laws, as well as any other engagements permissible under the Securities
Exchange Act of 1934, as amended ( Exchange Act ), for services to be performed for
the Company by its independent registered public accounting firm, including the fees
and terms applicable thereto. The Audit Committee is also responsible for reviewing
and approving the appointment, annual performance, replacement, reassignment or
discharge of the Vice President of Internal Audit. The Audit Committee reviews the
general scope of the Company s annual audit and the fees charged by the independent
registered public accounting firm for audit services, audit-related services, tax services
and all other services; reviews with the Company s Vice President of Internal Audit the
work of the Internal Audit Department; reviews financial statements and the accounting
principles being applied thereto; and reviews audit results and other matters relating to
internal control and compliance with the Company s Code of Business Conduct and
Ethics. The Audit Committee has established procedures for the receipt, retention and
treatment of complaints received regarding accounting, internal accounting controls or
auditing matters, and the confidential, anonymous submission by employees of
concerns regarding accounting or auditing matters. Each member of the Audit
Committee is financially literate, as that term is defined under NYSE rules, and
qualified to review and assess financial statements. The Board of Directors has
determined that more than one member of the Audit Committee qualifies as an audit
committee financial expert, as such term is defined by the Securities and Exchange
Commission ( SEC ), and has designated Stephen F. Page, Chairman of the Audit
Committee, as an audit committee financial expert. Each member of the Audit
Committee is also independent as that term is defined under Rule 10A-3(b)(1)(ii) of the
Exchange Act, the Categorical Standards and the current listing standards of the NYSE.
No changes have been made to the Audit Committee Charter previously approved by
the Board of Directors, a copy of which is available on our website. The members of
the Audit Committee annually review the Audit Committee Charter and conduct an
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annual performance evaluation of the Audit Committee performance with the
assistance of the Governance Committee.

Compensation and Organization Committee

Number of Members:

Members:

Five

Marshall O. Larsen (Chairman), Leonard L. Berry, Dawn E. Hudson, Robert A. Ingram
and Richard K. Lochridge
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Number of Meetings in Six
Fiscal Year 2007:

Purpose and Functions: The primary purpose of the Compensation and Organization Committee
( Compensation Committee ) is to discharge the responsibilities of the Board of
Directors relating to compensation, organization and succession planning for the
Company s executives. The Compensation Committee annually reviews and approves
the corporate goals and objectives relevant to the compensation of the Chief Executive
Officer, evaluates the Chief Executive Officer s performance in light of these
established goals and objectives and, based upon this evaluation, recommends to the
Board for approval by the independent directors, the Chief Executive Officer s annual
compensation. The Compensation Committee also reviews and approves the
compensation of all other executive officers of the Company, and reviews and approves
all annual management incentive plans and all awards under multi-year incentive plans,
including equity-based incentive arrangements authorized under the Company s equity
incentive compensation plans. The Compensation Committee also has a role under the
Company s Corporate Governance Guidelines in determining and reviewing the form
and amount of Director compensation. The Compensation Committee is also
responsible for reviewing and discussing with management the Company s
compensation discussion and analysis ( CD&A ) and recommending to the Board that
the CD&A be included in the Company s Annual Report and Proxy Statement. In
addition, the Compensation Committee is responsible for preparing the Report of the
Compensation Committee included in this Proxy Statement. The Compensation
Committee conducts an annual performance evaluation of its performance with the
assistance of the Governance Committee. Each member of the Compensation
Committee is independent within the meaning of the Categorical Standards and the
current listing standards of the NYSE.

Executive Committee

Number of Members: Four

Members: Robert A. Niblock (Chairman), Marshall O. Larsen, Stephen F. Page and O. Temple
Sloan, Jr.

Number of Meetings in Three

Fiscal Year 2007:
Purpose and Functions: The Executive Committee is generally authorized to have and to exercise all powers of

the Board, except those reserved to the Board of Directors by the North Carolina
Business Corporation Act or the Bylaws.

Governance Committee

Number of Members: Ten
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O. Temple Sloan, Jr. (Chairman), David W. Bernauer, Leonard L. Berry, Peter C.
Browning, Dawn E. Hudson, Robert A. Ingram, Robert L. Johnson, Marshall O.
Larsen, Richard K. Lochridge and Stephen F. Page

Five

The purpose of the Governance Committee, which functions both as a governance and
as a nominating committee, is to (A) identify and recommend individuals to the Board
for nomination as members of the Board and its committees consistent with the criteria
approved by the Board, (B) develop and recommend to the Board the Corporate
Governance Guidelines applicable to the Company, and (C) oversee the evaluation of
the Board, its committees and the Chief Executive Officer of the Company. The
Governance Committee also ensures that a succession plan is in place

10
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for the Chief Executive Officer and his direct reports. The Governance Committee s
nominating responsibilities include (1) developing criteria for evaluation of candidates

for the Board and its committees, (2) screening and reviewing candidates for election to
the Board, (3) recommending to the Board the nominees for directors to be appointed

to fill vacancies or to be elected at the next Annual Meeting of Shareholders,

(4) assisting the Board in determining and monitoring whether or not each director and
nominee is independent within the meaning of the Categorical Standards and applicable
rules and laws, (5) recommending to the Board for its approval the membership and
chairperson of each committee of the Board, and (6) assisting the Board in an annual
performance evaluation of the Board and each of its committees.

The Governance Committee will consider nominees recommended by shareholders,
and its process for doing so is no different than its process for screening and evaluating
candidates suggested by directors, management of the Company or third parties. The
Bylaws require that any such recommendation should be submitted in writing to the
Secretary of the Company not less than 90 days nor more than 120 days prior to the
first anniversary of the preceding year s Annual Meeting of Shareholders. If mailed,
such notice shall be deemed to have been given when received by the Secretary. A
shareholder s nomination for director shall set forth (i) as to each person whom the
shareholder proposes to nominate for election or reelection as a director,

(1) information relating to such person similar in substance to that required to be
disclosed in solicitations of proxies for election of directors pursuant to Regulation 14A
under the Exchange Act, (2) such person s written consent to being named as nominee
and to serving as a director if elected, and (3) such person s written consent to provide
information the Board of Directors reasonably requests to determine whether such
person qualifies as an independent director under the Company s Corporate Governance
Guidelines, and (ii) as to the shareholder giving the notice, (A) the name and address,
as they appear on the Company s books, of such shareholder, and (B) the number of
shares of Common Stock which are owned of record or beneficially by such
shareholder. At the request of the Board of Directors, any person nominated by the
Board for election as a director shall furnish to the Secretary that information required
to be set forth in a shareholder s notice of nomination which pertains to the nominee.
The chairman of the meeting shall, if the facts warrant, determine and declare to the
meeting that a nomination was not made in accordance with the provisions prescribed
by the Bylaws and, if the chairman should so determine, the chairman shall so declare
to the meeting and the defective nomination shall be disregarded. The Governance
Committee considers a variety of factors when determining whether to recommend a
nominee for election to the Board of Directors, including those set forth in the
Company s Corporate Governance Guidelines. In general, candidates nominated for
election or re-election to the Board of Directors should possess the following
qualifications:

high personal and professional ethics, integrity, practical wisdom and mature
judgment;

broad training and experience in policy-making decisions in business, government,
education or technology;

expertise that is useful to the Company and complementary to the background and
experience of other directors;
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willingness to devote the amount of time necessary to carry out the duties and
responsibilities of Board membership;

commitment to serve on the Board over a period of several years in order to develop
knowledge about the Company s principal operations; and

willingness to represent the best interests of all shareholders and objectively appraise
management performance.

11
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Under the Company s policy for review, approval or ratification of transactions with
related persons, the Governance Committee reviews all transactions, arrangements or
relationships that are not pre-approved under the policy and could potentially be
required to be reported under the rules of the SEC for disclosure of transactions with
related persons and either approves, ratifies or disapproves of the Company s entry into

them.

Each member of the Governance Committee is independent within the meaning of the
Categorical Standards and the current listing standards of the NYSE. The Governance
Committee annually reviews and evaluates its own performance.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table shows the beneficial ownership of Common Stock as of March 20, 2008, except as otherwise
noted, by each director, each nominee for election as a director, the named executive officers listed in the Summary
Compensation Table, each shareholder known by the Company to be the beneficial owner of more than 5% of the
Common Stock, and the incumbent directors, director nominees and executive officers as a group. Except as otherwise
indicated below, each of the persons named in the table has sole voting and investment power with respect to the
securities beneficially owned by them as set forth opposite their name, subject to community property laws where

applicable.

Name or Number of Persons in Group

David W. Bernauer

Leonard L. Berry

Gregory M. Bridgeford

Peter C. Browning

Charles W. Canter, Jr.

Dawn E. Hudson

Robert F. Hull, Jr.

Robert A. Ingram

Robert L. Johnson

Marshall O. Larsen

Richard K. Lochridge

Robert A. Niblock

Stephen F. Page

O. Temple Sloan, Jr.

Larry D. Stone

Directors and Executive Officers as a Group (22 total)
State Street Bank and Trust Company, Trustee
225 Franklin Street

Boston, MA 02110

Capital Research Global Investors
333 South Hope Street

Los Angeles, CA 90071

Table of Contents

Number of
Shares
(#W

13,634
53,020
823,968
50,046
709,792
36,834
526,156
42,554
10,554
20,554
52,778
1,884,184
22,554
231,872
1,734,474
8,102,583

108,441,651

172,592,5000)

Percent of
Class

;****************

\1
N

11.8%
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Capital World Investors 163,939,600(4) 11.2%
333 South Hope Street

Los Angeles, CA 90071

* Less than 1%

(1) Includes shares that may be acquired or issued within 60 days under the Company s stock option and award plans
as follows: Mr. Bernauer 3,634 shares; Mr. Berry 34,554 shares; Mr. Bridgeford 423,061 shares; Mr. Browning
34,554 shares; Mr. Canter 330,712 shares; Ms. Hudson 34,554 shares; Mr. Hull 297,338 shares; Mr. Ingram
42,554 shares; Mr. Johnson 10,554 shares; Mr. Larsen 18,554 shares; Mr. Lochridge 34,554 shares;

12
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Mr. Niblock 1,117,667 shares; Mr. Page 18,554 shares; Mr. Sloan 18,554 shares; Mr. Stone 1,008,031 shares;
and all executive officers and directors as a group 4,427,337 shares.

(2) Shares held at December 31, 2007, according to a Schedule 13G filed on February 12, 2008 with the SEC,
which total includes 63,211,709 shares held in trust for the benefit of the Company s 401(k) Plan participants.
Shares allocated to participants 401(k) Plan accounts are voted by the participants by giving voting instructions
to State Street Bank. The Company s fiduciary committee directs the Trustee in the manner in which shares not
voted by participants are to be voted. This committee has seven members.

(3) Shares held at December 31, 2007, according to a Schedule 13G filed on January 10, 2008 with the SEC. That
filing indicates that Capital Research Global Investors has sole dispositive power over all of the
172,592,500 shares shown. Capital Research Global Investors is a division of Capital Research and
Management Company. Capital Research Global Investors and Capital World Investors, which is also a division
of Capital Research and Management Company (see Footnote 4 below), make independent investment and
proxy voting decisions.

(4) Shares held at December 31, 2007, according to a Schedule 13G filed on January 10, 2008 with the SEC. That
filing indicates that Capital World Investors has sole dispositive power over all of the 163,939,600 shares
shown. Capital World Investors is a division of Capital Research Management Company. Capital World
Investors and Capital Research Global Investors, which is also a division of Capital Research and Management
Company (see Footnote 3 above), make independent investment and proxy voting decisions.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Based solely upon a review of Forms 3 and 4, and any amendments thereto, furnished to the Company pursuant to
Rule 16a-3(e) of the Exchange Act during fiscal year 2007, and Forms 5, and any amendments thereto, furnished to
the Company with respect to fiscal year 2007, and other written representations from certain reporting persons, the
Company believes that all filing requirements under Section 16(a) applicable to its officers, directors and greater than
10% beneficial owners have been complied with during fiscal year 2007 and prior fiscal years except as follows:
Marshall O. Larsen, a director, filed a late Form 4 showing the purchase of Common Stock by a trust for the benefit of
his spouse that is managed on a discretionary basis by an investment adviser. Gregory M. Bridgeford, an executive
officer, filed a late Form 4 reporting both a sale and a gift of shares of Common Stock in a prior year.

EXECUTIVE OFFICER COMPENSATION
A. Compensation Discussion and Analysis
Compensation Philosophy and Objectives
The Compensation and Organization Committee of the Board of Directors (the Compensation Committee ) is
responsible for administering the Company s executive compensation program. The Compensation Committee

believes that total compensation should support Lowe s key strategic objectives by:

Rewarding success in achieving financial performance goals, shareholder value creation, customer satisfaction
and continuous improvement in the areas of quality and productivity.

Ensuring that shareholders and customers view Lowe s as a premier retail organization that demonstrates best
practices in business, operations and personnel.
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Role of the Compensation and Organization Committee

The executive compensation program administered by the Compensation Committee applies to all executive officers,
including the executive officers named in the compensation disclosure tables that follow this section. There are
currently five members of the Compensation Committee, all of whom are independent, non-employee directors.
Members of the Compensation Committee are appointed by the Board of Directors and meet in person four times a
year, telephonically as needed and also occasionally consider and take action by written consent. The Chairman of the
Compensation Committee reports to the Board of Directors the Compensation Committee s actions and
recommendations.

13
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The Compensation Committee has full discretionary power and authority to administer the executive compensation
program. In carrying out its responsibilities, the Compensation Committee:

Communicates the Company s executive compensation philosophies and policies to shareholders;
Participates in the continuing development of, and approves any changes in, the program;

Monitors and approves annually the base salary and incentive compensation portions of the program, including
participation, performance goals and criteria and determination of award payouts;

Initiates all compensation decisions for the Chairman and Chief Executive Officer of the Company, subject to
final approval by the independent members of the Board of Directors; and

Reviews general compensation levels and programs for all other Section 16 officers to ensure competitiveness
and appropriateness.

Role of the Independent Compensation Consultant

The Compensation Committee has engaged and regularly consults with an independent consultant for advice on
executive compensation matters. For the fiscal year that ended February 1, 2008, the Compensation Committee
consulted with senior members of the compensation consulting practice of Hewitt Associates. Hewitt was engaged to
(1) help ensure that the Compensation Committee s actions are consistent with the Company s business needs, pay
philosophy, prevailing market practices and relevant legal and regulatory mandates, (ii) provide market data as
background against which the Compensation Committee can consider executive management base salary, bonus, and
long-term incentive awards each year, and (iii) consult with the Compensation Committee on how best to make
compensation decisions with respect to executive management in a manner that is consistent with shareholders
long-term interests.

Hewitt does not perform any consulting services directly for the Company with respect to compensation, benefits or
actuarial services. The Company has separately engaged Hewitt, however, to perform other consulting services
through one of Hewitt s other business units over a two-year period in connection with the Company s human capital
metrics program that focuses on the Company s recruiting and staffing efforts.

Role of Company Management

The Compensation Committee is also supported in its work by the Company s Human Resource Management
executives and supporting personnel. The Company s Senior Vice President of Human Resources works most closely
with the Compensation Committee, both in providing information and analysis for review and in advising the
Compensation Committee concerning compensation decisions (except as it relates specifically to her compensation).
The Chairman and Chief Executive Officer provides input to the Senior Vice President of Human Resources and her
staff to develop recommendations concerning executive officer compensation, with the exception of himself, and
presents these recommendations to the Compensation Committee.

General Principles of the Company s Executive Compensation Program
Competitive Pay for Performance. The program is designed to establish a strong link between the creation of

shareholder value and the compensation earned by the Company s executive officers. The fundamental objectives of
the program are to:
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Maximize long-term shareholder value;
Provide an opportunity for meaningful stock ownership by executives;
Align executive compensation with the Company s vision, values and business strategies;

Attract and retain executives who have the leadership skills and motivation deemed critical to the Company s
ability to enhance shareholder value;

Provide compensation that is commensurate with the Company s performance and the contributions made by
executives toward that performance; and

Support the long-term growth and success of the Company.

14
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Desired Position Relative to the Market. The program is intended to provide total annual compensation at market
when the Company meets its financial performance goals. At the same time, the program seeks to provide
above-average total annual compensation if the Company s financial performance goals are exceeded, and
below-average total annual compensation if the Company s financial performance goals are not achieved.

At the beginning of each fiscal year, the Compensation Committee reviews survey information and a Hewitt-prepared
analysis of executive compensation paid to executives by a comparable group of companies. The Compensation
Committee uses the survey information and analysis to review the market and set total compensation targets under the
Company s executive compensation program for the fiscal year.

The Compensation Committee also reviews each year the members of the comparable company group to ensure the
group consists of companies that satisfy the Compensation Committee s guidelines and to make any changes in the
group the Compensation Committee deems appropriate. The Compensation Committee believes the group s members
should be similar in size and complexity to the Company and represent companies with whom the Company competes
for employees. The Compensation Committee, upon the recommendation of Hewitt, used the following guidelines to
select the members of the comparable company group for the Committee s 2007 fiscal year compensation decisions:

Major United States retailers with revenue in excess of $15 billion;

Large general industry companies in the consumer products and broader manufacturing and services industries
with revenues in the $10 billion to $40 billion range;

Median total revenue for the group of $20.8 billion (compared to the Company s revenue of $46.9 billion); and

Median market capitalization of $24.7 billion (compared with Lowe s market capitalization of approximately
$33 billion).

The companies included in the comparable company group approved by the Compensation Committee were: 3M
Company; American Standard Companies, Inc.; Best Buy Co., Inc.; CVS Corporation; Deere & Company; Federated
Department Stores, Inc.; General Mills, Inc.; The Home Depot, Inc.; J.C. Penney Corporation, Inc.; Kimberly-Clark
Corporation; Masco Corporation; McDonald s Corporation; Sara Lee Corporation; Staples, Inc.; SUPERVALU, Inc.;
Target Corporation; United Parcel Service, Inc.; Walgreen Co.; Wal-Mart Stores, Inc.; and Whirlpool Corporation.

Setting Total Annual Compensation Targets and Mix of Base and At Risk Compensation. The Compensation
Committee sets a total annual compensation target amount for each executive at the beginning of each fiscal year. As
part of this process, the Compensation Committee uses as a guideline the 65t percentile of the comparable company
group to set each executive s (i) base salary, (ii) threshold, target and maximum annual non-equity incentive
compensation award and (iii) equity incentive plan award.

In selecting the 65t percentile level, the Compensation Committee took into consideration that the median total
revenue and the median market capitalization of the comparable company group were both less than the Company s
total revenue and market capitalization. In prior years, the survey information and analysis from the comparable
company group was adjusted to take into account the Company s larger size, and the Compensation Committee then
set the total annual compensation target amounts at the 50t percentile of the adjusted survey data. The Compensation
Committee decided to use unadjusted survey data for the 2007 fiscal year and to set the total annual compensation
target amounts at the 65 percentile. The Compensation Committee believes that the 65t percentile is a better
comparison of the size and complexity of the Company in comparison to the comparable company group. This
percentile is also consistent with the financial performance of Company compared to the 65% percentile of
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performance of the comparable company group in several key areas, such as sales growth, growth in earnings per
share, return on capital, return on equity and total shareholder return, over multiple measurement periods. The
Compensation Committee also believes this approach is analogous to using size-adjusted data, but it eliminates the
complexity of developing accurate size-adjusted survey data.

The program provides for larger portions of an executive s total compensation to vary based on the Company s
performance for higher levels of executives (i.e., the most senior executive officers have more of their total
compensation at risk based on Company performance than do lower levels of executives). For example, 10% of the
total annual compensation target amount for the Chairman and Chief Executive Officer is fixed and paid in the form
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of base salary and 90% of such total target compensation amount is at risk based on the Company s performance. For
the President and Chief Operating Officer, 17% of the total annual compensation target amount is paid in the form of
base salary and 83% of such amount is at risk based on the Company s performance. For Executive Vice Presidents,
18% of the total annual compensation target amount is paid in the form of base salary and 82% of such amount is at
risk based on the Company s performance.

Stock Ownership Guidelines. The Compensation Committee strongly believes that executive officers should own
appropriate amounts of the Company s Common Stock to align their interests with those of the Company s
shareholders. The Company s 401(k) Plan, employee stock purchase plan and equity incentive plans provide ample
opportunity for executives to acquire such Common Stock.

The Compensation Committee also has adopted a stock ownership and retention policy for all senior vice presidents
and more senior officers of the Company. The ownership targets under the current policy are ten times base salary for
the Chairman and Chief Executive Officer, six times base salary for the President and Chief Operating Officer, four
times base salary for all executive vice presidents and two times base salary for all senior vice presidents. Executives
who are subject to the policy must retain 100% of the net shares received from the exercise of any stock options or the
vesting of restricted stock granted under the Company s equity incentive plans until the targeted ownership level is
reached. The Compensation Committee reviews the share ownership of all executives subject to the policy at its
meetings in March and November each year. All of the named executive officers were in compliance with the policy
for fiscal year 2007.

Tax Deductibility of Compensation. Section 162(m) of the Internal Revenue Code limits the amount of
non-performance based compensation paid to the named executive officers (other than Mr. Hull, the Chief Financial
Officer) that may be deducted by the Company for federal income tax purposes in any fiscal year to $1,000,000.
Performance-based compensation that has been approved by the Company s shareholders is not subject to the
$1,000,000 deduction limit. All of the Company s equity and non-equity incentive plans have been approved by the
Company s shareholders. Consequently, all awards under those plans, other than restricted stock awards that do not
vest solely on the performance of the Company, should qualify as performance-based compensation that is fully
deductible and not subject to the Code Section 162(m) deduction limit. The Compensation Committee has not adopted
a formal policy that requires all compensation paid to the named executive officers to be deductible. But whenever
practical, the Compensation Committee structures compensation plans to make the compensation paid thereunder
fully deductible.
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The program provides for payment of the following compensation elements:

Base Salary. Base salaries for executive officers are established on the basis of the qualifications and experience of
the executive, the nature of the job responsibilities and the base salaries for competitive positions in the market as
described above. The Compensation Committee reviews and approves executive officers base salaries annually. Any
action by the Compensation Committee with respect to the base salary of the Chairman and Chief Executive Officer is
subject to final approval by the independent members of the Board of Directors. For the fiscal year ended February 1,
2008, the Compensation Committee increased the base salaries of the named executive officers as follows:

Fiscal Year 2006 Fiscal Year 2007
Base Salary Base Salary Percentage
Name and Principal Position ® ® Increase

Robert A. Niblock 950,000 1,050,000 10.53%
Chairman of the Board and
Chief Executive Officer

Robert F. Hull, Jr. 480,000 550,000 14.58%
Executive Vice President and
Chief Financial Officer

Larry D. Stone * 800,000 800,000 0.00%
President and Chief
Operating Officer

Gregory M. Bridgeford. 480,000 500,000 4.17%
Executive Vice President,
Business Development

Charles W. Canter, Jr. 500,000 525,000 5.00%
Executive Vice President,
Merchandising

* The Company appointed Mr. Stone President and Chief Operating Officer effective December 16, 2006. His
annual base salary rate increased from $765,000 to $800,000 effective as of that date and was not increased again
in February, 2007 when the base salaries of the other named executives were reviewed and adjusted.

Non-Equity Incentive Plan Compensation. Executives earn non-equity incentive compensation under the program for
each fiscal year based on the Company s achievement of one or more financial performance measures established at
the beginning of the fiscal year by the Compensation Committee. For the fiscal year ended February 1, 2008, the
performance measure selected by the Compensation Committee was the percentage increase in the Company s
earnings before interest and taxes ( EBIT ) over the immediately preceding year. The Compensation Committee
believes EBIT is an effective performance measure for the annual incentive compensation plan because it rewards
growth in the profitability of existing stores and the development of new stores that contribute quickly to the
Company s earnings.

Table of Contents 42



Edgar Filing: LOWES COMPANIES INC - Form DEF 14A

The Compensation Committee established a threshold rate of 5% EBIT growth that must be achieved before any
non-equity incentive compensation would be earned, a 9% EBIT growth rate for which target non-equity incentive
compensation amounts would be earned and a 14% EBIT growth rate for which the maximum non-equity incentive
compensation amounts would be earned. The Company s EBIT for the 2007 fiscal year decreased by 8.65%. Based on

that EBIT result, none of the named executive officers were paid any non-equity incentive compensation for fiscal
year 2007.

Equity Incentive Plan Awards. The Company s equity incentive plans authorize awards of stock options, performance-
and time-vested restricted stock, performance accelerated restricted stock ( PARS ), performance shares and stock
appreciation rights. Although the Compensation Committee generally has the discretion to establish the terms of all
awards, the equity incentive plans limit certain award terms. For example, the Compensation Committee may not
extend the original term of a stock option or, except as provided by the plans anti-dilution provision, reduce its
exercise price. In addition, the plans generally require the vesting period for stock
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awards to be at least three years, although a period as short as one year is permitted if based on the satisfaction of
financial performance objectives prescribed by the Compensation Committee.

At its meeting in January or February each year, the Compensation Committee makes its annual equity incentive
award decisions. Currently, all store managers and employees in more senior positions are eligible to receive an
annual equity incentive award. The effective date for the annual equity awards is the March 1 following the
Compensation Committee s January or February meeting.

At the January or February meeting, the Compensation Committee considers and approves the following factors
related to the awards:

The base salary multiple to be used to determine the total value of the equity incentive award. The
multiple set by the Compensation Committee is multiplied by each executive s actual base salary amount
to determine the target grant date value of the executive s equity incentive award. On January 25, 2007,
after reviewing the market survey information, the Compensation Committee approved the following
base salary multiples for the March 1, 2007 awards to the named executive officers: Mr. Niblock 7.0
times base salary; Mr. Stone 4.0 times base salary; and Messrs. Hull, Bridgeford and Canter 3.5 times
base salary.

The percentage of the total target grant date value of the award to be awarded as stock options, shares
of restricted stock, PARS or another form of award permitted by the equity incentive plans. On

January 25, 2007, the Compensation Committee determined that 50% of the total grant date value of the
awards to the named executive officers should be in the form of restricted stock and the remaining 50%
should be in the form of stock options.

The vesting terms for the awards. The Compensation Committee previously approved a three-year
vesting schedule for stock option awards, and the Committee made no change in that vesting schedule
for the March 1, 2007 stock option awards.

The Compensation Committee did approve a significant change in the vesting terms applicable to the restricted stock
awarded to the senior executive officers on March 1, 2007. The Compensation Committee decided that the restricted
stock would be performance-vested restricted stock that will become vested only if the Company satisfies a
performance objective set by the Compensation Committee. The performance objective selected by the Compensation
Committee is the Company s return on non-cash average assets ( RONCAA ). The Compensation Committee set a
threshold and target RONCAA for the vesting of the performance-based restricted stock. A threshold average
RONCAA must be achieved over the three fiscal year performance period that includes fiscal years 2007 through
2009 before any of the performance-vested restricted stock awarded on March 1. 2007 will become vested.

RONCAA is computed on an annual basis by dividing the Company s EBIT for the year by the average of the
Company s non-cash assets as of the beginning and end of the year. The return percentages for each year in the
performance period are then averaged to yield a RONCAA for the three-year performance period. The Compensation
Committee believes that RONCAA is an effective measure of Company and management performance as it measures
the effective utilization of assets other than cash, cash equivalents and short term investments and it focuses
management on strategic growth over a three-year period, rather than immediate return.

If the threshold three-year average RONCAA level is achieved, 25% of the restricted stock will vest. It the target
average RONCAA level is achieved, 100% of the restricted stock will vest. The Compensation Committee believes it
is likely that between 75% and 100% of the restricted stock granted will become vested at the end of the three-year
performance period in 2010.
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The relative value factor for each type of award. The market value of the Company s Common Stock is
multiplied by the relative value factor for each type of award (for fiscal year 2007 awards, 0.33 for stock
options and 0.688 for performance based restricted stock) to calculate the number of shares to be
included in the awards. The market value of the Company s Common Stock as of March 1 is used to
determine the number of shares included in the equity incentive awards to all executives who are not
subject to Section 16 of the Securities Exchange Act of 1934. The
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Compensation Committee holds a telephonic meeting in February to approve the actual number of
shares to be included in the equity incentive awards to Section 16 officers, and the value of the
Company s Common Stock approximately one week before the telephonic meeting is used solely for
purposes of determining the number of shares included in the awards. The exercise price for all stock
options included in the equity awards is equal to the closing price of the Company s Common Stock on
the March 1 grant date (or the most recent prior business day in the event March 1 falls on a
non-business day).

Pursuant to authority delegated by the Compensation Committee, on May 1, August 1 and November 1 of each year,
the Chairman and Chief Executive Officer makes equity incentive awards to all employees who are hired or promoted
into a store manager or more senior position after the preceding March 1 annual grant date and who are not Section 16
officers. The same number of shares for each position as were granted on the preceding March 1 are granted on the
succeeding May 1, August 1 or November 1 at the closing price of the Company s Common Stock on those dates.

Any other equity incentive grants, such as special retention grants or hiring package grants to Section 16 officers are
reviewed and approved by the Compensation Committee at a meeting held prior to the grant effective date.

On December 12, 2007, the Compensation Committee held a telephonic meeting and approved a special retention
restricted stock award of 8,000 shares to all Executive Vice Presidents and 4,000 shares to all Senior Vice Presidents.
(The Chairman and Chief Executive Officer and the President and Chief Operating Officer did not receive a retention
award.) The shares were awarded on December 14, 2007 and will become vested on December 14, 2010.

Other Compensation

The Company s executive officers participate in the Lowe s 401(k) Plan and the other employee benefit plans
sponsored by the Company on the same terms and conditions that apply to all other employees. The Company makes
only nominal use of perquisites in compensating its executive officers. The Company provides limited supplemental
long-term disability coverage for all senior vice presidents and more senior officers whose annual compensation (base
salary and target bonus) exceeds $400,000, provided the executive has also enrolled in and paid the cost for coverage
under the Company s voluntary group long-term disability plan that is available to all employees. The Company s total
cost for providing such supplemental coverage to the twenty-five executives in this category is approximately
$35,750. All senior vice presidents and more senior officers of the Company are required to use professional tax
preparation, filing and planning services, and the Company reimburses the cost of such services up to a maximum of
$5,000 per calendar year (grossed up for taxes). Such officers are also required to receive an annual physical
examination, at the Company s expense, subject to maximum amounts that are based on the officer s age. In March,
2007, the Compensation Committee approved a policy that permits the President and Chief Operating Officer to use
Company-owned aircraft for up to 25 hours a year of personal travel. The Compensation Committee approved the
policy to provide additional compensation to the President and Chief Operating Officer and to recognize his
assumption and performance of additional duties and responsibilities. Finally, the independent members of the Board
of Directors require the Chairman and Chief Executive Officer to utilize corporate aircraft for all business and
personal travel for his safety, health and security, to enhance his effectiveness, to ensure immediate access to the
Chairman and Chief Executive Officer for urgent matters and to maintain the confidentiality of the purpose of the
travel. The Company does not provide any tax gross-up to the Chairman and Chief Executive Officer or the President
and Chief Operating Officer for the taxable value of their use of corporate aircraft for personal travel.

Nongqualified Deferred Compensation Programs

The Company sponsors three nonqualified deferred compensation programs for senior management employees: the
Benefit Restoration Plan, the Cash Deferral Plan and the Deferred Compensation Program.
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The Company s Benefit Restoration Plan provides qualifying executives with benefits equivalent to those received by
all other employees under the Company s 401(k) Plan. Qualifying executives are those whose
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contributions, annual additions and other benefits, as normally provided to all participants under the tax-qualified
401(k) Plan, would be curtailed by the effect of Internal Revenue Code limitations and restrictions.

The Cash Deferral Plan permits qualifying executives to voluntarily defer a portion of their base salary, non-equity
incentive compensation and certain other bonuses on a tax-deferred basis. Qualifying executives are those employed
by the Company in more senior positions. The Company does not make matching or any other contributions to the
Cash Deferral Plan.

The Deferred Compensation Program is a part of all the Company s equity incentive plans. Prior to 2005, the Deferred
Compensation Program allowed executives at or above the vice president level to defer receipt of certain equity
incentive plan compensation (vested restricted stock awards and performance accelerated restricted stock awards and
gains on non-qualified stock options) and required the deferral of equity incentive plan compensation to the extent that
such compensation would not be deductible by the Company for federal income tax purposes due to the limitation
imposed by Internal Revenue Code Section 162(m) on the deductibility of compensation that is not
performance-based. The Deferred Compensation Program was amended in 2005 to provide that the only deferrals
permitted after 2004 are mandatory deferrals of equity incentive plan compensation that is not deductible under
Internal Revenue Code Section 162(m). Any shares representing stock incentives that are deferred under the Deferred
Compensation Program are cancelled and tracked as phantom shares. During the deferral period, the participant s
account is credited with amounts equal to the dividends paid on actual shares.

All of the Company s nonqualified deferred compensation programs are unfunded. Any deferred compensation
payment obligations under the programs are at all times unsecured payment obligations of the Company.

Potential Payments Upon Termination or Change-in-Control

The Company has entered into Management Continuity Agreements with each of the named executive officers. Other
than the termination compensation amounts, the agreements are identical.

The agreements provide for certain benefits if the Company experiences a change-in-control followed by termination
of the executive s employment:

by the Company s successor without cause;
by the executive during the 30-day period following the first anniversary of the change-in-control; or
by the executive for certain reasons, including a downgrading of the executive s position.

Cause means continued and willful failure to perform duties or conduct demonstrably and materially injurious to the
Company or its affiliates.

All of the agreements provide for three-year terms. On the first anniversary, and every anniversary thereafter, the term
is extended automatically for an additional year unless the Company elects not to extend the term. All agreements
automatically expire on the second anniversary of a change-in-control notwithstanding the length of the terms
remaining on the date of the change-in-control.

If benefits are paid under an agreement, the executive will receive (i) a lump-sum severance payment equal to the
present value of (a) for Messrs. Niblock and Stone, three times the executive s annual base salary, non-equity incentive
compensation and welfare insurance costs, and (b) for Messrs. Hull, Bridgeford and Canter, 2.99 times the executive s
annual base salary, non-equity incentive compensation and welfare insurance costs, and (ii) any other unpaid salary
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and benefits to which the executive is otherwise entitled. In addition, the executive will be compensated for any excise
tax liability he may incur as a result of any benefits paid to the executive being classified as excess parachute
payments under Section 280G of the Internal Revenue Code and for income and employment taxes attributable to
such excise tax reimbursement.

All legal fees and expenses incurred by the executives in enforcing these agreements will be paid by the Company.
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control of the Company had occurred on February 1, 2008 and the named executive officers employment was
terminated by the Company s successor without cause immediately thereafter:

Name

Mr. Niblock
Mr. Hull

Mr. Stone

Mr. Bridgeford
Mr. Canter

Severance

$®

8,865,587
3,030,044
5,066,050
2,805,597
2,945,877

() Payable in cash in a lump sum.

Welfare
Benefits

$w

27,948
27,860
27,948
27,860
27,860

Stock
Options
($)®

0
0
0
0
0

Restricted
Stock
$»H®

15,764,350
3,640,875
8,827,525
5,071,675
3,223,030

Excise Tax
Gross-up

$)

6,985,049
2,275,239
0
0
1,889,675

Total
%

31,642,934
8,974,018
13,921,523
7,905,132
8,086,442

2 Value (based on the closing market price of the Company s Common Stock on February 1, 2008) of unvested
in-the-money stock options that would become vested upon a change-in-control of the Company.

() Value (based on the closing market price of the Company s Common Stock on February 1, 2008) of unvested
shares of restricted stock that would become vested upon a change-in-control of the Company.

B. Executive Compensation Disclosure Tables

Summary Compensation Table

named executives.

ame and Principal Position

obert A. Niblock
hairman of the Board of
irectors and

hief Executive Officer
obert F. Hull, Jr.
xecutive Vice President
1d Chief Financial Officer
arry D. Stone

-esident and

hief Operating Officer
regory M. Bridgeford
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Year

2007
2006

2007

2006

2007
2006

2007

This table shows the base salary, annual non-equity incentive compensation and all
other compensation paid to the named executives. The table also shows the compensation expense the Company
recognized for the 2006 and 2007 years for financial reporting purposes for the stock and option awards made to the

Salary

()
1,050,000
950,000
550,000

480,000

800,000
770,039

500,000

Bonus

$

0
0

)

)

Stock
Awards

®®
2,965,305
3,020,463

802,413

743,011

1,838,397
2,038,311

1,049,435

Option
Awards

® o
2,027,320
1,494,537

601,195

443,978

1,085,421
1,016,992

588,885

Non-Equity
Incentive  All Other
Plan  Compensation
Compensation
@ $)
0 104,707
1,037,875 97,495
0 29,953
308,304 23,614
0 57,438
491,360 34,658
0 28,285

Total

$
6,147,332
6,600,37C
1,983,561

1,998,907

3,781,256
4,351,36(

2,166,605
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xecutive Vice President, 2006 480,000 0 1,144,850 546,195 308,304 24,663 2,504,012
usiness Development

harles W. Canter, Jr. 2007 525,000 0 632,042 496,699 0 25,751 1,679,492
xecutive Vice President, 2006 500,000 0 661,249 349,568 321,150 30,743 1,862,71(
lerchandising

() For financial statement reporting purposes, the Company determines the fair value of a stock or option award on
the grant date. The Company then recognizes the fair value of the award as compensation expense over the
requisite service period. The fair value of a stock award is equal to the closing market price of the Company s
Common Stock on the date of the award. The fair value of an option award is determined using the
Black-Scholes option-pricing model with assumptions for expected dividend yield, expected term, expected
volatility, a risk-free interest rate and an estimated forfeiture rate. See Note 9, Accounting for Share-Based
Payment, tothe Company s consolidated financial statements in its Annual Report on Form 10-K for the fiscal
year ended February 1, 2008 for additional information about the Company s accounting for share-based
compensation arrangements, including the assumptions used in the Black-Scholes option-pricing model.

The amounts presented are the dollar amounts of compensation expense recognized for awards granted in the fiscal
year ended February 1, 2008 and in previous fiscal years, except the compensation expense amounts have not been
reduced by the Company s estimated forfeiture rate. Executives receive dividends on unvested shares of restricted
stock and the right to receive dividends has been factored into the determination of the fair value of the stock awards
and the resulting amounts presented above.
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(2 No amounts were earned under the Company s non-equity incentive plan for the fiscal year ended February 1,
2008 based on a decrease of 8.65% in the Company s net earnings before interest and taxes over the immediately
preceding fiscal year, which was less than the threshold growth level of 5% required for any award. The terms
of the plan are described in Footnote 1 to the Grants of Plan-Based Awards table.

() Amounts presented consist of the following for the 2007 fiscal year:

Company Matching
Contributions to Personal
Reimbursement of Cost of
Benefit Tax Use of Company
Restoration Compliance Costs Corporate Required
401(k) Tax Physical
Plan Plan Cost Gross-Up  Aircraft Exam
Name $) $) ) $) $) )
Mr. Niblock 7,019 33,626 4,750 3,563 49,185 6,564
Mr. Hull 9,353 14,880 800 600 0 4,320
Mr. Stone 4,894 24,799 2,400 1,800 19,172 4,373
Mr. Bridgeford 5,640 12,971 4,218 3,164 0 2,292
Mr. Canter 5,565 13,910 2,300 1,725 0 2,251

All amounts presented above, other than the amount for personal use of corporate aircraft, equal the actual cost to the
Company of the particular benefit or perquisite provided. The amount presented for personal use of corporate aircraft
is equal to the incremental cost to the Company of such use. Incremental cost includes fuel, landing and ramp fees and
other variable costs directly attributable to the personal use. Incremental cost does not include an allocable share of the

fixed costs associated with the Company s ownership of the aircraft.

Grants of Plan-Based Awards

This table presents the potential annual non-equity incentive awards the executives

were eligible to earn in 2007 and the restricted stock and the stock options awarded to the named executives during

2007.

Estimated Future Payouts Under

Date of Non-Equity Incentive Plan
Compensation Awards
Grant Committee Threshold Target Maximum
me Date Action ) ) )
. Niblock 367,500 2,100,000 3,150,000
03/01/07 02/22/07
- Hull 192,500 550,000 1,100,000

Table of Contents

All Other All Other
Stock Option
Exercise
Awards: Awards: or Grant Dz
Number of Number of Base Fair Val

Shares of Securities Price of of Stock a

Stock or Underlying Option Option
Units Options  Awards Award:
#H® #H ($/Sh) $)
161,000 335,000 32.21 7,931,2:

52



Edgar Filing: LOWES COMPANIES INC - Form DEF 14A

03/01/07 02/22/07 42,000 88,000 32.21 2,074,0(

12/14/07 12/12/07 8,000 181,7¢
. Stone 280,000 1,000,000 2,000,000

03/01/07 02/22/07 70,000 146,000 32.21 3,451,21
- Bridgeford 175,000 500,000 1,000,000

03/01/07 02/22/07 38,000 80,000 32.21 1,879,6(

12/14/07 12/12/07 8,000 181,7¢
. Canter 183,750 525,000 1,050,000

03/01/07 02/22/07 40,000 84,000 32.21 1,976,8(

12/14/07 12/12/07 8,000 181,7¢

() The executives are eligible to earn annual non-equity incentive compensation under the Company s non-equity
incentive plan for each fiscal year based on the Company s achievement of one or more performance measures
established at the beginning of the fiscal year by the Compensation Committee. For the fiscal year ended
February 1, 2008, the performance measure selected by the Compensation Committee was the percentage
increase in the Company s earnings before interest and taxes over the immediately preceding year. The threshold,
target and maximum amounts presented would be earned for increases of 5%, 9% and 14%, respectively in the
Company s earnings before interest and taxes over the fiscal year that ended February 3, 2006. The actual
percentage decrease in the Company s earnings before interest and taxes for the fiscal year ended February 1,
2008 was 8.65% and the executives earned none of the potential incentive compensation for the fiscal year.
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2 The stock awards granted on March 1, 2007 become vested based on the Company s achievement of a threshold
and target average return on non-cash average assets for the three fiscal year period that includes fiscal years
2007 through 2009. If the Company achieves the threshold average return, 25% of the shares will become
vested. All of the shares will become vested if the Company achieves the target average return. The stock
awards granted on December 14, 2007 become vested on December 14, 2010.

In the event an executive terminates employment due to death, disability or retirement, (a) any unvested shares
granted on December 14, 2007 will become vested (however, the shares granted to Messrs. Hull and Canter will not
become transferable in the event of their retirement until December 14, 2010) and (b) any unvested shares awarded on
March 1, 2007 will become vested based on the Company s achievement of the performance vesting requirements
applicable to those shares. Retirement for this purpose is defined as termination of employment with the approval of
the Board on or after the date the executive has satisfied an age and service requirement, provided the executive has
given the Board advance notice of such retirement. Messrs. Niblock, Stone, Bridgeford and Canter have satisfied the
age and service requirement for retirement. Mr. Hull will satisfy the age and service requirement for retirement upon

attainment of age fifty-five (55). The executives receive all cash dividends paid with respect to the shares included in
the stock awards during the vesting period.

() All options have a seven-year term and an exercise price equal to the closing price of the Company s Common
Stock on the grant date. The options vest in three equal annual installments on each of the first three
anniversaries of the grant date or, if earlier, the date the executive terminates employment due to death or
disability or, in the case of Messrs. Niblock, Stone and Bridgeford, in the event of retirement, and remain
exercisable until their expiration dates. The options granted to Messrs. Hull and Canter will become exercisable
in the event of retirement in accordance with the original three-year vesting schedule and remain exercisable

until their expiration dates. Retirement for this purpose has the same meaning as for the stock awards as
described in Footnote 2 above.
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Outstanding Equity Awards at Fiscal Year-End This table presents information about unvested stock and option
awards held by the named executives on February 1, 2008.

Stock Awards
Option Awards Market
Number Number
of Number of of Value of
Shares Shares
Securities Securities or or
Units
Underlying Underlying of Units of
Stock Stock
Unexercised Unexercised  Option That That
Other
short-term
Options borrowings (630) 742 112
Long-term debt 144 210 354
Total interest expense 1,853 4,626 6,479
Net interest income on a taxable
equivalent basis $ 11,629 $ 694 12,323
Taxable equivalent adjustment (88)
Net interest income $ 12,235

The provision for loan and lease losses represents a charge to current earnings necessary to maintain the allowance for loan and lease losses at an
appropriate level based on management s analysis of loss inherent in the loan and lease portfolio. The amount of the provision is a function of the
level of loans and leases outstanding, the level of non-performing loans and adversely rated loans, historical loan and lease loss experience, the
amount of loan and lease charge-offs during a given period, and current economic conditions. The provision for loan and lease losses was $1.5
million for the 2005 three months, compared to $1.2 million recorded in the 2004 three months. The allowance for loan and lease losses as a
percentage of outstanding loans and leases, net of unearned income, was 1.31% at March 31, 2005, compared to 1.33% at December 31, 2004.
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Because of the inherent uncertainty of assumptions made during the assessment process, there can be no assurance that loan and lease losses in
future periods will not exceed the allowance for loan and lease losses or that additional allocations to the allowance will not be required. See

Asset Quality.

Total noninterest income for the 2005 three months was $16.8 million, compared to $17.6 million for the 2004 three months, a decrease of 4.9%.
The major components of noninterest income include service charges on deposits, investment services revenue, securities brokerage and trust
revenue, insurance commissions, fees relating to the sale of mortgage loans and income earned on bank owned life insurance. Service charges on
deposits were $3.9 million in the 2005 three months, compared to $3.8 million in the 2004 three months, an increase of 3.1%. Revenue from the
investment division totaled $1.1 million in the 2005 three months, a decrease of $2.8 million, or 70.7%, as compared to $3.9 million recorded in
the 2004 three months. The decrease during the 2005 three months is primarily due to the departure of a group of salespeople in this division
during the 2004 fourth quarter. The revenue from the investment division is also affected by the interest rate environment and generally
decreases in a rising interest rate environment. The securities brokerage and trust division recorded revenue of $4.5 million during the 2005 three
months, an increase of 10.3% over the $4.1 million recorded in the 2004 three months. Gains from the sale of mortgages remained relatively
strong despite rising interest rates and totaled $2.8 million during the 2005 three months, compared with $2.5 million in the 2004 three months.
During the 2005 three months Alabama National recognized gains of approximately $400,000 resulting from the sale of other real estate. Other
noninterest income for the 2005 three months increased to $2.6 million, compared to $1.6 million recorded for the 2004 three months. The
primary reason for the increase was increased revenue from debit card income and credit card fees.

Noninterest expense was $38.7 million for the 2005 three months, compared to $34.2 million for the 2004 three months, an increase of 13.1%.
Noninterest expense includes salaries and employee benefits, commission based compensation, occupancy and equipment expenses,
amortization of intangibles, and other expenses. Salaries and employee benefits were $20.5 million for the 2005 three months, compared to
$17.7 million for the 2004 three months. Excluding the impact of the acquisitions during 2004, salaries and employee benefits increased only
$0.5 million. Contributing to the increase in salaries and employee benefits were general staffing increases concurrent with expansion of offices
and business lines, increases in health insurance costs, and merit compensation increases. Commission based compensation was $3.5 million for
the 2005 three months, compared to $4.8 million for the 2004 three months, a decrease of 26.7%. This decrease is attributable to decreased
production in the Investment Services division, as a significant portion of the compensation in this division is production-based. Net occupancy
expenses increased $641,000, or 18.3%, during the 2005 three months as compared to the 2004 three months. The largest reason for this increase
is attributable to the 2004 acquisitions of Cypress, Indian River and Coquina, which increased net occupancy expenses by $517,000. Other
noninterest expense increased to $9.8 million in the 2005 three months, compared with $7.7 million in the 2004 three months. Other expenses
that increased during the 2005 three months included advertising and professional fees associated with the subsidiary bank mergers during the
2005 three months. In addition, other expenses at Cypress, Indian River and Coquina accounted for approximately $1.0 million of the increase in
other expenses during the 2005 three months.

Income tax expense was $8.0 million for the 2005 three months, compared to $5.6 million for the 2004 three months. The effective tax rates for
the 2005 three months and 2004 three months were 34.1% and 33.1%, respectively. These effective tax rates are impacted by items of income
and expense that are not subject to federal or state taxation. The effective tax rate for the 2005 three months is higher due to higher pre-tax
income without a corresponding increase in income items not subject to federal or state taxation.

Earning Assets

Loans and leases comprised the largest single category of Alabama National s earning assets on March 31, 2005. Loans and leases, net of
unearned income, were $3.64 billion, or 66.5% of total assets at March 31, 2005, compared to $3.50 billion, or 65.8% of total assets at
December 31, 2004. Loans and leases increased $143.9 million, or 4.1%, during the 2005 three months, as compared to the balance at December
31, 2004. The following table details the composition of the loan and lease portfolio by category at the dates indicated:
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COMPOSITION OF LOAN AND LEASE PORTFOLIO

Commercial, financial and agricultural
Real estate:

Construction

Mortgage - residential

Mortgage - commercial

Mortgage - other

Consumer

Lease financing receivables

Securities brokerage margin loans
Other

Total gross loans and leases
Unearned income

Total loans and leases, net of unearned income
Allowance for loan and lease losses

Total net loans and leases

Table of Contents

(Amounts in thousands, except percentages)

March 31, 2005

December 31, 2004

Percent Percent
Amount of Total Amount of Total
$ 275,238 7.56% $ 282212 8.06%
828,747 22.75 776,594 22.20
1,014,043 27.83 963,083 27.52
1,093,878 30.03 1,046,622 29.91
11,955 .33 10,644 .30
81,001 2.22 88,653 2.53
67,065 1.84 70,289 2.01
16,159 44 14,517 41
254,957 7.00 246,739 7.06
3,643,043 100.00% 3,499,353 100.00%
(3,426) (3,652)
3,639,617 3,495,701
(47,826) (46,584)
$3,591,791 $ 3,449,117
13
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The carrying value of investment securities increased $5.3 million during the 2005 three months, as compared to the balance at December 31,
2004. During the 2005 three months, Alabama National purchased $26.9 million of investment securities and received $21.6 million from
maturities and calls, including principal paydowns of mortgage backed securities.

The carrying value of securities available for sale decreased $10.3 million in the 2005 three months. During the 2005 three months, purchases of
available for sale securities totaled $66.2 million and maturities, calls, and sales of available for sale securities totaled $65.2 million. The change
in the unrealized losses on available for sale securities totaled $7.1 million, net of income taxes, during the 2005 three months.

Trading account securities, which had a balance of -0- and $590,000 at March 31, 2005 and December 31, 2004, respectively, are securities
owned by Alabama National prior to sale and delivery to Alabama National s customers. It is the policy of Alabama National to limit positions in
such securities to reduce its exposure to market and interest rate changes. Federal funds sold and securities purchased under agreements to resell
totaled $84.7 million at March 31, 2005 and $100.9 million at December 31, 2004.

Deposits and Other Funding Sources

Deposits increased $140.8 million from December 31, 2004, to $4.08 billion at March 31, 2005. Deposits continue to increase due to recent
branch expansions, successful business development efforts by the Company and an overall growth in the economies in the markets served by
Alabama National. At March 31, 2005, deposits included $163.1 million of brokered time deposits, compared to $177.7 million at December 31,
2004.

Federal funds purchased and securities sold under agreements to repurchase totaled $420.7 million at March 31, 2003, an increase of $41.6
million from December 31, 2004. Short-term borrowings at March 31, 2005 totaled $47.5 million, including a note payable to a third party bank
of $1.5 million and advances from the Federal Home Loan Bank of Atlanta ( FHLB of Atlanta ) totaling $46.0 million.

Alabama National s short-term borrowings at March 31, 2005 and December 31, 2004 are summarized as follows:

SHORT-TERM BORROWINGS

(Amounts in thousands)

March 31, December 31,

2005 2004
Note payable to third party bank under secured master note agreement; rate varies with LIBOR
and was 3.60% and 2.17625% at March 31, 2005 and December 31, 2004, respectively;
collateralized by the Company s stock in subsidiary banks. Matures on May 31, 2005. $ 1,500 $ 500
FHLB open ended notes payable; rate varies daily based on the FHLB Daily Rate Credit
interest price and was 3.13% and 2.44% at March 31, 2005 and December 31, 2004,
respectively. 31,000 15,000
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FHLB borrowing due December 5, 2005; interest at a fixed rate of 3.06%. 5,000 5,000
FHLB borrowing due November 10, 2005; interest at a fixed rate of 5.85%; convertible at the

option of the FHLB on May 10, 2005, to a three month LIBOR advance. 10,000 10,000
Total short-term borrowings $ 47,500 $ 30,500

Alabama National s long-term debt at March 31, 2005 and December 31, 2004 is summarized as follows:

LONG-TERM DEBT

(Amounts in thousands)

March 31, December 31,
2005 2004

FHLB borrowings due at various maturities ranging from March 8, 2008 through October 23,

2012 at March 31, 2005; at December 31, 2004, maturities ranged from February 11, 2008 to

October 23, 2012; bearing interest at fixed rates ranging from 2.05% to 6.00% at March 31,

2005, and bearing interest ranging from 1.89% to 6.00% at December 31, 2004; convertible to

variable rate advances at the option of the FHLB at dates ranging from April 7, 2005 to

November 7, 2007. $ 227,990 $ 263,078

FHLB borrowings due at maturities ranging from May 12, 2006 through November 5, 2008;
rates vary quarterly with LIBOR and ranged from 2.77% to 2.81% and 2.20% to 2.29625% at
March 31, 2005 and December 31, 2004, respectively. 49,000 49,000

FHLB borrowing due September 12, 2006; rate was fixed at 2.54% at December 31, 2004;
during the first quarter of 2005 the advance was called and was repaid by the Company. 28,000

Junior subordinated debentures payable to unconsolidated trusts due at dates ranging from
December 18, 2031 to September 26, 2033; rates vary quarterly with LIBOR and ranged from
6.1425% to 6.64% at March 31, 2005; at December 31, 2004 rates ranged from 5.61% to 6.11%. 53,610 53,610

Total long-term debt $ 330,600 $ 393,688

Asset Quality

Nonperforming loans are comprised of loans past due 90 days or more and still accruing interest, loans accounted for on a nonaccrual basis and
loans in which the terms have been restructured to provide a reduction or deferral of interest or principal because of a deterioration in the
financial position of the borrower. At March 31, 2005, Alabama National had no loans past due 90 days or more and still accruing interest.
Accrual of interest is discontinued on a loan when management believes, after considering economic and business conditions and collection
efforts that the borrower s financial condition is such that the collection of interest is doubtful. It is Alabama National s policy to place a
delinquent loan on nonaccrual status when it becomes 90 days or more past due. When a loan is placed on nonaccrual status, all interest that is
accrued on the loan is reversed and deducted from earnings as a reduction of reported interest. No additional interest is accrued on the loan
balance until the collection of both principal and interest becomes reasonably certain. When a problem loan is finally resolved, there may
ultimately be an actual writedown or charge-off of the principal balance of the loan which would necessitate additional charges to the allowance
for loan and lease losses.
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At March 31, 2005, nonperforming assets totaled $7.5 million, compared to $9.6 million at year-end 2004. Nonperforming assets as a percentage
of period-end loans plus other real estate were 0.20% at March 31, 2005, compared to 0.28% at December 31, 2004. The decrease in
nonperforming assets is primarily attributable to a $1.7 million reduction in nonaccrual loans. The following table presents Alabama National s
nonperforming assets for the dates indicated.

NONPERFORMING ASSETS

(Amounts in thousands, except percentages)

March 31, December 31,
2005 2004

Nonaccrual loans $ 6,374 $ 8,091
Restructured loans
Loans past due 90 days or more and still accruing
Total nonperforming loans 6,374 8,091
Other real estate owned 1,079 1,531
Total nonperforming assets $ 7,453 $ 9,622
Allowance for loan and lease losses to period-end loans 1.31% 1.33%
Allowance for loan and lease losses to period-end nonperforming loans 750.33 575.75
Allowance for loan and lease losses to period-end nonperforming assets 641.70 484.14
Net charge-offs to average loans 0.03 0.06
Nonperforming assets to period-end loans and other real estate owned 0.20 0.28
Nonperforming loans to period-end loans 0.18 0.23

14
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Net loan charge-offs (loan charge-offs less recoveries) for the 2005 three months totaled $302,000, or 0.03% (annualized) of average loans and
leases for the period. The allowance for loan and lease losses as a percentage of total loans and leases, net of unearned income, was 1.31% at
March 31, 2005, compared to 1.33% at December 31, 2004. The following table analyzes activity in the allowance for loan and lease losses for
the periods indicated.

ANALYSIS OF THE ALLOWANCE FOR LOAN AND LEASE LOSSES

(Amounts in thousands)

Three Months Ended
March 31,
2005 2004

Allowance for loan and lease losses at beginning of period $46,584  $36,562
Charge-offs:
Commercial, financial and agricultural 167 1,089
Real estate - mortgage 163 61
Consumer 159 179
Total charge-offs 489 1,329
Recoveries:
Commercial, financial and agricultural 83 80
Real estate - mortgage 10 49
Consumer 94 261
Total recoveries 187 390
Net charge-offs 302 939
Provision for loan and lease losses 1,544 1,228
Additions to allowance from acquisitions 5,541
Allowance for loan and lease losses at end of period $47,826 $42,392

The loan and lease portfolio is periodically reviewed to evaluate the outstanding loans and to measure both the performance of the portfolio and
the adequacy of the allowance for loan and lease losses. This analysis includes a review of delinquency trends, actual losses and internal credit
ratings. Based on this analysis, management considers the allowance for loan and lease losses at March 31, 2005 to be adequate to cover
probable loan and lease losses in the portfolio as of that date. However, because of the inherent uncertainty of assumptions made during the
evaluation process, there can be no assurance that loan and lease losses in future periods will not exceed the allowance for loan and lease losses
or that additional allocations to the allowance will not be required.

Interest Rate Sensitivity
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Alabama National monitors and manages the pricing and maturity of its assets and liabilities in order to diminish the potential adverse impact
that changes in interest rates could have on net interest income. The principal monitoring technique employed by Alabama National is
simulation analysis, which technique is augmented by gap analysis.

In simulation analysis, Alabama National reviews each individual asset and liability category and its projected behavior in various different
interest rate environments. These projected behaviors are based upon management s past experiences and upon current competitive
environments, including the various environments in the different markets in which Alabama National competes. Using this projected behavior
and differing rate scenarios as inputs, the simulation analysis generates as output a projection of net interest income. Alabama National also
periodically verifies the validity of this approach by comparing actual results with those that were projected in previous models. See Market
Risk.

Another technique used by Alabama National in interest rate management is the measurement of the interest sensitivity gap, which is the
positive or negative dollar difference between assets and liabilities that are subject to interest rate repricing within a given period of time.
Interest rate sensitivity can be managed by repricing assets and liabilities, selling securities available for sale, replacing an asset or liability at
maturity or by adjusting the interest rate during the life of an asset or liability.

Alabama National evaluates interest sensitivity risk and then formulates guidelines regarding asset generation and repricing, and sources and
prices of off-balance sheet commitments in order to decrease interest sensitivity risk. Alabama National uses computer simulations to measure
the net income effect of various interest rate scenarios. The modeling reflects interest rate changes and the related impact on net income over
specified periods of time.

The following table illustrates Alabama National s interest rate sensitivity at March 31, 2005, assuming relevant assets and liabilities are
collected and paid, respectively, based upon historical experience rather than their stated maturities.

INTEREST SENSITIVITY ANALYSIS

(Amounts in thousands, except ratios)

March 31, 2005

One
Zero After Three Through
Through Through Three
Three Twelve Greater Than
Months Months Years Three Years Total
Assets:
Earning assets:
Loans (1) $2,210,303 $ 511,254 $ 552512 $ 389,533 $ 3,663,602
Securities (2) 66,620 125,566 359,866 612,607 1,164,659
Trading securities
Interest-bearing deposits in other banks 20,141 20,141
Funds sold 84,734 84,734
Total interest-earning assets $2,381,798 $ 636,820 $ 912,378 $ 1,002,140 $4,933,136
Liabilities:
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Interest-bearing liabilities:
Interest-bearing deposits:

Demand deposits $ 552,746 $ $ $ 368,550 $ 921,296
Savings and money market deposits 502,540 412,432 914,972
Time deposits (3) 346,813 445,306 263,412 456,749 1,512,280
Funds purchased 420,728 420,728
Short-term borrowings 42,500 5,000 47,500
Long-term debt 289,610 27,000 12,000 1,990 330,600
Total interest-bearing liabilities $ 2,154,937 $ 477,306 $ 275412 $ 1,239,721 $4,147,376
Period gap $ 226,861 $ 159,514 $ 636,966 $ (237,581)

Cumulative gap $ 226,861 $ 386,375 $ 1,023,341 $ 785,760 $ 785,760

Ratio of cumulative gap to total earning assets 4.60% 7.83% 20.74% 15.93%

(1) Excludes nonaccrual loans of $6.4 million
(2) Excludes available for sale equity securities of $30.8 million
(3) Excludes matured certificates which have not been redeemed by the customer and on which no interest is accruing.

Alabama National generally benefits from increasing market rates of interest when it has an asset-sensitive gap and generally benefits from
decreasing market rates of interest when it is liability sensitive. As shown in the table above, Alabama National is asset sensitive on a cumulative
basis throughout all periods but is liability sensitive in the greater than three years time frame. The analysis presents only a static view of the
timing and repricing opportunities, without taking into consideration that changes in interest rates do not affect all assets and liabilities equally.
For example, rates paid on a substantial portion of core deposits may change contractually within a relatively short time frame, but those are
viewed by management as significantly less interest sensitive than market-based rates such as those paid on non-core deposits. For this and other
reasons, management relies more upon the simulation analysis (as noted above) in managing interest rate risk. Net interest income may be
affected by other significant factors in a given interest rate environment, including changes in the volume and mix of earning assets and
interest-bearing liabilities.
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Market Risk

Alabama National s earnings are dependent, to a large degree, on its net interest income, which is the difference between interest income earned
on all earning assets, primarily loans and securities, and interest paid on all interest bearing liabilities, primarily deposits. Market risk is the risk
of loss from adverse changes in market prices and interest rates. Alabama National s market risk arises primarily from inherent interest rate risk
in its lending, investing and deposit gathering activities. Alabama National seeks to reduce its exposure to market risk through actively
monitoring and managing its interest rate risk. Management relies upon static gap analysis to determine the degree of mismatch in the maturity
and repricing distribution of interest earning assets and interest bearing liabilities which quantifies, to a large extent, the degree of market risk
inherent in Alabama National s balance sheet. Gap analysis is further augmented by simulation analysis to evaluate the impact of varying levels
of prevailing interest rates and the sensitivity of specific earning assets and interest bearing liabilities to changes in those prevailing rates.
Simulation analysis consists of evaluating the impact on net interest income given changes from 200 basis points below (adjusted in the current
period due to current interest rate levels) to 200 basis points above the current prevailing rates. Management makes certain assumptions as to the
effect varying levels of interest rates have on certain earning assets and interest bearing liabilities, which assumptions consider both historical
experience and consensus estimates of outside sources.

With respect to the primary earning assets, loans and securities, certain features of individual types of loans and specific securities introduce
uncertainty as to their expected performance at varying levels of interest rates. In some cases, prepayment options exist whereby the borrower
may elect to repay the obligation at any time prior to maturity. These prepayment options make anticipating the performance of those
instruments difficult given changes in prevailing interest rates. At March 31, 2005, mortgage backed securities with a carrying value of $859.1
million, or 15.7% of total assets and essentially every loan and lease, net of unearned income, (totaling $3.64 billion, or 66.5% of total assets),
carried such prepayment options. Management believes that assumptions used in its simulation analysis about the performance of financial
instruments with such prepayment options are appropriate. However, the actual performance of these financial instruments may differ from
management s estimates due to several factors, including the diversity and financial sophistication of the customer base, the general level of
prevailing interest rates and the relationship to their historical levels, and general economic conditions. The difference between those
assumptions and actual results, if significant, could cause the actual results to differ from those indicated by the simulation analysis.

Deposits totaled $4.08 billion, or 74.5%, of total assets at March 31, 2005. Since deposits are the primary funding source for earning assets, the
associated market risk is considered by management in its simulation analysis. Generally, it is anticipated that deposits will be sufficient to
support funding requirements. However, the rates paid for deposits at varying levels of prevailing interest rates have a significant impact on net
interest income and therefore, must be quantified by Alabama National in its simulation analysis. Specifically, Alabama National s spread, the
difference between the rates earned on earning assets and rates paid on interest bearing liabilities, is generally higher when prevailing rates are
higher. As prevailing rates decrease, the spread tends to compress, with severe compression at very low prevailing interest rates. This
characteristic is called spread compression and adversely affects net interest income in the simulation analysis when anticipated prevailing rates
are reduced from current rates. Management relies upon historical experience to estimate the degree of spread compression in its simulation
analysis. Management believes that such estimates of possible spread compression are reasonable. However, if the degree of spread compression
varies from that expected, the actual results could differ from those indicated by the simulation analysis.

The following tables illustrate the results of simulation analysis used by Alabama National to determine the extent to which market risk would
affect net interest margin for the next twelve months if prevailing interest rates increased or decreased the specified amounts from current rates.
Due to current interest rate levels, Alabama National has elected to model interest rate decreases of 50 and 100 basis points. As noted above, this
model uses estimates and assumptions in both balance sheet growth and asset and liability account rate reactions to changes in prevailing interest
rates. Because of the inherent use of these estimates and assumptions in the simulation model used to derive this market risk information, the
actual results of the future impact of market risk on Alabama National s net interest margin may differ from that found in the tables.

MARKET RISK
(Amounts in thousands)
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Prevailing Interest

Rates (1)

+200 basis points
+100 basis points
0 basis points
-50 basis points
-100 basis points

Assumes an immediate rate change of this magnitude.
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As of
March 31, 2005

% Change in
Net Interest Income

5.93%
3.35

(1.30)
(2.31)
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As of
December 31, 2004
% Change in

Net Interest Income

5.12%
1.98

0.13
(2.74)
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Liquidity and Capital Adequacy

Alabama National s net loan and lease to deposit ratio was 89.3% at March 31, 2005, compared to 88.8% at year-end 2004. Alabama National s
liquid assets as a percentage of total deposits were 6.6% at March 31, 2005, compared to 7.0% at year-end 2004. At March 31, 2005, Alabama
National had unused federal funds lines of approximately $214.8 million, unused lines at the Federal Home Loan Bank of Atlanta of $1.2 billion
and a credit line with a third party bank of $30.0 million with a principal balance outstanding of $1.5 million. Alabama National also has access
to approximately $85.8 million via a credit facility with the Federal Reserve Bank of Atlanta. At March 31, 2005 and year-end 2004 there were
no outstanding borrowings under this credit facility. Management analyzes the level of off-balance sheet assets such as unfunded loan
commitments and outstanding letters of credit as they relate to the levels of cash, cash equivalents, liquid investments, and available funds lines
in an attempt to minimize the possibility that a potential liquidity shortfall will exist. Based on this analysis, management believes that Alabama
National has adequate liquidity to meet short-term operating requirements. However, no assurances can be given in this regard.

Alabama National s stockholders equity increased by $3.3 million from December 31, 2004, to $532.8 million at March 31, 2005. This increase
was attributable to the following components (in thousands):

Net income $ 15,480
Dividends (5,742)
Issuance of stock for option exercises and other stock based compensation 125
Additional paid in capital related to stock based compensation 552
Change in unrealized gain or loss on securities available for sale, net of deferred taxes (7,123)
Net increase $ 3,292

A strong capital position is vital to the continued profitability of Alabama National because it promotes depositor and investor confidence and
provides a solid foundation for future growth of the organization. The capital of Alabama National and its subsidiary banks (the Banks )
exceeded all prescribed regulatory capital guidelines at March 31, 2005. Under the capital guidelines of their regulators, Alabama National and
the Banks are currently required to maintain a minimum risk-based total capital ratio of 8%, with at least 4% being Tier 1 capital. Tier 1 capital
consists of common stockholders equity, qualifying perpetual preferred stock, and minority interests in equity accounts of consolidated
subsidiaries, less goodwill. In addition, Alabama National and the Banks must maintain a minimum Tier 1 leverage ratio (Tier 1 capital to total
assets) of at least 3%, but this minimum ratio is increased by 100 to 200 basis points for other than the highest rated institutions. The following
table sets forth the risk-based and leverage ratios of Alabama National and each subsidiary bank at March 31, 2005:

Tier 1 Risk Total Risk Tier 1

Based Based Leverage
Alabama National BanCorporation 11.42% 12.67% 8.41%
Alabama Exchange Bank 15.32 16.58 7.51
Bank of Dadeville 13.17 14.42 7.37
Community Bank of Naples, N.A. 9.01 10.24 7.85
First American Bank 11.24 12.49 8.40
First Citizens Bank 15.10 16.25 7.63
First Gulf Bank, N.A. 9.54 10.78 7.17
Georgia State Bank 10.40 11.50 7.49
Public Bank 11.08 12.33 8.46
Millennium Bank 10.80 12.04 7.53
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CypressCoquina Bank
Indian River National Bank
Required minimums
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10.11 11.36
12.55 13.69
4.00 8.00
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7.94
7.66
4.00
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Item 3. Quantitative and Qualitative Disclosures about Market Risk.

The information required by this item is contained in Item 2 herein under the headings Interest Rate Sensitivity and Market Risk.

Item 4. Controls and Procedures.

As of March 31, 2005, the end of the quarter covered by this report, Alabama National carried out an evaluation, under the supervision and with
the participation of management, including the Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of Alabama National s disclosure controls and procedures pursuant to Exchange Act Rule 13a-15. Based upon that evaluation, the
Chief Executive Officer and Chief Financial Officer concluded that Alabama National s disclosure controls and procedures are effective.

There was no significant change in Alabama National s internal controls over financial reporting during the quarter ended March 31, 2005 that
has materially affected, or is reasonably likely to materially affect, Alabama National s internal controls over financial reporting.

PART II OTHER INFORMATION

Item 6. Exhibits

(a) Exhibits: Exhibit 3.1 Restated Certificate of Incorporation (Filed as an Exhibit to Alabama National s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2003 and incorporated herein by reference).

Exhibit 3.2  First Amendment to Restated Certificate of Incorporation.

Exhibit 3.3 Amended and Restated Bylaws (filed as an Exhibit to Alabama National s Annual Report on Form 10-K for the
year ended December 31, 2003 and incorporated herein by reference).

Exhibit 31.1 - Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Exhibit 31.2 - Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.1  Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: May 9, 2005

Date: May 9, 2005
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ALABAMA NATIONAL BANCORPORATION

/s/ John H. Holcomb, III

John H. Holcomb, III, its Chairman and Chief Executive Officer

/s/ William E. Matthews, V

William E. Matthews, V, its Executive Vice President and
Chief Financial Officer
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