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Item 1.01 Entry into a Material Definitive Agreement.

On December 19, 2005, the Compensation Committee (the "Committee") of the Company's
Board of Directors established the performance measures for the Company's 2006 cash bonus
awards for executive officers of the Company. The annual cash bonus performance goals are not
set forth in a written agreement.

The amount of the annual cash bonus that an executive officer may receive is based upon two
components - (a) an individual performance goal component, and (b) a company performance
goal component. Fifty percent of the total cash bonus award for each executive officer will be
awarded, at the discretion of the officer's immediate supervisor or the Committee, as the case
may be, based on the achievement of predetermined individual performance goals. The
remaining fifty percent is based on the achievement of goals related to company performance as
measured by the Company's adjusted funds from operations (FFO) per share in 2006. The
Committee has determined that the adjustments to FFO (as computed in accordance with
standards established by the National Association of Real Estate Investment Trusts) should
include the amortization of above/below market leases, changes for impairment of value to real
estate, expenses related to the early extinguishment of debt, the expense of original issue cost
associated with redemption of preferred stock, the gain or loss of sales of real property and
similar adjustments that may be made in the Committee's sole discretion.

The Company's executive officers are eligible to receive the following cash bonuses with respect
to 2006:

Title Range of Possible Bonus Payment
Chief Executive Officer $200,000 to $250,000
Executive Vice Presidents $66,500 - $94,000
Senior Vice Presidents $25,000 - $49,200

The actual amount of the annual cash bonuses is subject to change in the Committee's discretion.
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 hereunto duly authorized.

Date: December 21, 2005
PARKWAY PROPERTIES, INC.
By: /s/ William R. Flatt

William R. Flatt
Chief Financial Officer
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