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Item 1.01 Entry into a Material Definitive Agreement.

On June 6, 2006, the Company’s Compensation Committee approved a
Restricted Stock Award to be granted pursuant to the Company’s 2006
Stock Awards Plan (the “2006 Plan”) to Daniel K. Frierson, the Company’s
Chief Executive Officer. The Award consists of 125,000 shares of Restricted
Stock and is intended to retain and motivate Mr. Frierson over the next
several years and to bring his total compensation package closer to median
levels for the Chief Executive Officers of comparable companies. Subject to
a minimum vesting period of 2 years, vesting of the Restricted Shares
subject to the Award would be contingent on a 35% increase in the market
value of the Company’s common stock at any time within 5 years of the date
of the Award. Additionally, vesting of the Award would be subject to Mr.
Frierson’s continued service during the vesting period, which would begin
when the market condition is met and continue, pro rata, until June 6, 2013.
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(10.1) Award of 125,000 shares of Restricted Stock under the 2006
Stock Awards Plan to Daniel K. Frierson.
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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 hereunto duly authorized.

Date: June 7, 2006 THE DIXIE GROUP, INC.

By: /s/ Gary A. Harmon
GaryA. Harmon
Chief Financial Officer
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