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HEALTHCARE SERVICES GROUP, INC.

3220 Tillman Drive
Suite 300
Bensalem, Pennsylvania 19020

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
May 25, 2010

To the Shareholders of
HEALTHCARE SERVICES GROUP, INC.

NoTice Is HEREBY GIVEN that the Annual Meeting (the “Annual Meeting”) 8ihareholders of Healthcare
Services Group, Inc. (the “Company”) will be hetdlze Radisson Hotel Philadelphia Northeast, 24@DLihcoln
Highway, Trevose, Pennsylvania 19053, on May 2802t 10:00 A.M., for the following purposes:

1. To elect seven director

2.  To approve and ratify the selection of Grant ThonntLP as the independent registered public
accounting firm of the Company for its current &isgear ending December 31, 2010; :

3. To consider and act upon such other business apropgrly come before the Annual Meeting and
any adjournment or postponeme

Only shareholders of record at the close of busieesApril 1, 2010 will be entitled to notice ofdato vote at
the Annual Meeting.

Important Notice Regarding the Availability of
Proxy Materials for the Shareholders
meeting to be Held on May 25, 2010

The proxy statement and annual report to sharetolite available under “2010 Proxy Materials” at
www.proxydocs.com/hcsg

Please sign and promptly mail the enclosed proxy,wether or not you expect to attend the Meeting, in
order that your shares may be voted for you. A rettn envelope is provided for your convenience.

By Order of the Board of Directors

DANIEL P. McCARTNEY
Chairman of the Board and
Chief Executive Officer

Dated: Bensalem, Pennsylvan
April 5, 2010
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HEALTHCARE SERVICES GROUP, INC.

3220 Tillman Drive
Suite 300
Bensalem, Pennsylvania 19020

PROXY STATEMENT
FOR
ANNUAL MEETING OF SHAREHOLDERS
May 25, 2010

This Proxy Statement is furnished to the SharelsldéHealthcare Services Group, Inc. (the “Comppiny
connection with the solicitation by the Board ofé&itors of the Company of proxies for the Annualkfiteg of
Shareholders (the “Annual Meeting”) to be heldhat Radisson Hotel Philadelphia Northeast, 2400L@idoln
Highway, Trevose, Pennsylvania 19053, on May 28024 10:00 A.M. At the Annual Meeting, the shaldecs
will consider the following proposals: (1) to elesgven directors; (2) to approve and ratify thec@n of Grant
Thornton LLP as the independent registered pulskoanting firm (the “Independent Auditorsdj the Company fc
its current fiscal year ending December 31, 201h@; @) to consider and act upon such other busiaessay
properly come before the Annual Meeting and angaaiment or postponement.

This Proxy Statement is being mailed to sharehsldaror about April 5, 2010.

PROXIES; VOTING SECURITIES

Only holders of Common Stock of record at the clofslkeusiness on April 1, 2010 (the “Record Date’§ a
entitled to notice of and to vote at the Annual kitege On the Record Date, there were issued anstanding
approximately 43,750,000 shares of Common Stockh EBhare of Common Stock entitles the holder ttHdpeone
vote. The presence, in person or by proxy, of tlddrs of a majority of the outstanding shares a@i@on Stock is
required to constitute a quorum at the meetingdeia of Common Stock are not entitled to cumulatvéng
rights.

All shares that are represented by properly exeopttexies received prior to or at the Annual Megtiand not
revoked, will be voted in accordance with the imstions indicated in such proxies. If no instrundare indicated
with respect to any shares for which properly exatyproxies are received, such proxies will be d&®R each of
the proposals. For purposes of determining theepiasof a quorum for transacting business at theuAhMeeting,
abstentions and broker “non-votes” (i.e., proxiest brokers or nominees indicating that such per$@mve not
received instructions from the beneficial owneotirer persons entitled to vote shares on a paaticohtter with
respect to which the brokers or nominees do nog lléscretionary power), if applicable, will be tre@ as shares
that are present but which have not been voted.

A proxy may be revoked by delivery of a writtentetaent to the Secretary of the Company statingtteat
proxy is revoked, by a subsequent proxy executeithdyperson executing the prior proxy and preseiutdie
Annual Meeting, or by voting in person at the Anndaeting.

All expenses in connection with this solicitatioilllwe borne by the Company. It is expected théit&ation
will be made primarily by mail, but regular empl@geor representatives of the Company may alsoitsptxies by
telephone, telegraph or in person, without add#i@m@mpensation, except for reimbursement of ovpeaket
expenses
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CORPORATE GOVERNANCE

The Company operates within a comprehensive plaomorate governance for the purpose of defining
responsibilities, setting high standards of prafesa and personal conduct and assuring compliattesuch
responsibilities and standards. The Company relgutaonitors developments in the area of corporateegnance.
In July 2002, Congress passed the Sarbanes-Oxlegf 2002 (“Sarbanes-Oxley”) which, among othengs,
establishes, or provides the basis for, a numbaewf corporate governance standards and disclosguirements.
In addition, the NASDAQ Stock Market, LLC has alsgplemented changes to its corporate governancdisim)
requirements.

Director Independence

In accordance with these latest developments antisting requirements of the NASDAQ Stock MarkdtC,
a majority of the current members of the CompaBgard of Directors are independent: namely, JohBNygs,
Robert L. Frome, Robert J. Moss and Dino D. Ottawidf Messrs. Briggs, Frome, Moss and Ottaviarrar
elected as members of the Board of Directors, @ntgjof the members of the Company’s Board of Blioes will
continue to be independent.

Mr. Robert L. Frome, a director of the Companya imember of the law firm of Olshan Grundman Frome
Rosenzweig & Wolosky, LLP, which law firm has beetained by the Company during the last fiscal yEaes
paid by the Company to such firm during the yeateehDecember 31, 2009 were approximately $100,0€0 a
hence were less than $120,000. Additionally, tkes feaid by the Company did not exceed 5% of suntfiditotal
revenues.

Notwithstanding the above mentioned transactionsAvome is an independent director as such teaefisec
by NASDAQ Rule 4200(a)(15) of the NASDAQ Stock MatkLLC listing standards.

Code of Ethics and Business Conduct

We have also adopted a Code of Ethics and Bus®esduct for directors, officers and employees ef th
Company. It is intended to promote honest and etleicnduct, full and accurate reporting and conmgiéawith laws
as well as other matters. A copy of the Code ofdstand Business Conduct is posted on our webisite a
www.hcsgcorp.com

Board Leadership and Risk Oversight

Daniel P. McCartney, the founder of the Compang, $&xved as our Chief Executive Officer and as the
Chairman of our Board of Directors since inceptibhe Company has not appointed a lead independtectat.
We believe our current Board leadership structsi@ptimal for us because it demonstrates to ouekbéders,
employees, suppliers, customers, and other stadtetsolhat we are under strong leadership, withgleiperson,
who has overseen the significant growth of the Camypver the past 25 years, managing the trandition being .
private company to a public company, setting timetand having primary responsibility for managing o
operations. Having a single leader for both the Gamy and the Board eliminates the potential fofusion or
duplication of efforts, and provides us with clesadership. We believe that our Company benefitisifthe intimate
knowledge Mr. Daniel McCartney has of our operaiand Mr. McCartney has extensive experience sgagrthe
Chairman of the Board of a public company. Accogtiinwe believe the Company, like many U.S. comesanihas
been well-served by this leadership structure whizh been in place since the Company became & malolipany.
Our Board conducts an annual evaluation in ordeletermine whether it and its committees are fomdtig
effectively. As part of this annual self-evaluatitime Board evaluates whether the current leadesthicture
continues to be optimal for the Company and ouredi@ders.

Our Board is responsible for overseeing the Comisaigk management process. The Board focuseseon th
Company'’s general risk management strategy, inctuttie most significant risks facing the Compamy ansures
that appropriate risk mitigation strategies arelengented by management. The Board is also appoisgalrticular
risk management matters in connection with its garmversight and approval of corporate matters.
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The Board has delegated to the Audit Committeesigket of certain aspects of the Company’s risk
management process. Among its duties, the Auditi@itt@e oversees the Company’s compliance with legél
regulatory requirements and the Company’s systedisafosure controls and system of internal finahci
accounting and legal compliance controls. The Boaceives a quarterly update from the Audit Coneeittvhich
includes a review of items addressed during primrggrs. Our other Board committees also considérsaldress
risk as they perform their respective committepoesibilities. All committees report to the full Bal as
appropriate, including when a matter rises to évell of a material risk.

The Company’s management is responsible for dajajorisk management under the direction of Richard
Hudson who serves as the Companghief Compliance Officer. Our internal audit depeent serves as the primi
monitoring and testing function for company-widdigies and procedures, and manages the day-todagight of
the risk management strategy for the ongoing basinéthe Company. This oversight includes ideingy
evaluating, and addressing potential risks that exast at the enterprise, strategic, financial,rapenal, and
compliance and reporting levels. Under the directbour Chief Compliance Officer, the Company cactd an
annual review of the Company’s disclosure contanld procedures, code of ethics and billing andssadenpliance.
To the extent deemed necessary, the Company restisbsprocedures and policies.

We believe the division of risk management respauiliéés described above is an effective approach f
addressing the risks facing the Company and thaBoard leadership structure supports this approach
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PROPOSAL NO. 1
ELECTION OF DIRECTORS

At the Annual Meeting, seven directors of the Comypare to be elected, each to hold office for etef one
year. Unless authority is specifically withheld, mmgement proxies will be voted FOR the electiothefnominee
named below to serve as directors until the nemtiahmeeting of shareholders and until their susmeshave been
chosen and qualify. Should any nominee not be didate at the time of the Annual Meeting (a sit@tivhich is
not now anticipated), proxies will be voted in fawd the remaining nominees and may also be vaiedubstitute
nominees. If a quorum is present, the candidatandidates receiving the highest number of votdseielected.
Under recently enacted rules, brokers that doex#ive shareholder instructions are not entitlegbte for the
election of directors because an uncontested efeigdinow considered a “non-routine” matter. Herst@reholders
who hold their shares through brokerage accourtdswdno would like to vote in favor of the directasminees will
need to instruct their brokerage firm to vote fog Company’s nominees.

The current nominees are as follows:

Name, Age, Principal Occupation:
for the past five years and Current Director
Public Directorships or Trusteeship: Since

Daniel P. McCartney, 58, Chief Executive Officeda@hairman of the Board of the Company for n

than five year: 1977
Joseph F. McCartney, 55, Divisional Vice Presiddrthe Company for more than five years; brother

of Daniel P. McCartne 198:
Robert L. Frome, Esq., 72, Member of the law fifi©déshan Grundman Frome Rosenzweig &

Wolosky LLP for more than five years. Mr. Frome\poeisly served as a member of the board o

directors of NuCo2, Inc. Continuum Group A, Incdatiorizon Wimba, Inc. 198:
Thomas A. Cook, CPA, 64, President of the Companyrfore than five years. Prior to July 1, 2008,
Mr. Cook also served as the Comp’s Chief Operating Officer for more than five ye 1987

Robert J. Moss, Esq., 72, Retired. Former Presiofeltoss Associates, a law firm, for more than fc

years. Mr. Moss served as a Court Officer of Rltsticial District of Pennsylvania from 2006 to

2007 199%(1)(2)
John M. Briggs, CPA, 59, Treasurer, Philadelphitliafe of Susan G. Komen for the Cure since

February, 2005; formerly Partner of Briggs, Bunt&a@dougherty, LLP, a registered public

accounting firm for more than five years. Board nbemof the Capstone Group of Regulated

Investment Fund 1995(1)(2)
Dino D. Ottaviano, 62, Principal of D20 Marketirigg., a provider of internet productivity tools

founded in 2006. Previously employed for 23 yeaith Wranscontinental Direct (successor to

Communication Concepts, Inc.), a publicly held outsing printer, retiring in 2002 as Vice

President of Business Developm 2001(2)

(1) Member of Nominating, Compensation and Stock OpGommittee
(2) Member of Audit Committee

Board Qualifications

We believe that the collective skills, experienard qualifications of our directors provides ourBbwith the
expertise and experience necessary to advancetérests of our stockholders. While the Nominating,
Compensation and Stock Option Committee of our Bbas not established any specific, minimum quaifons
that must be met by each of our directors, it aseariety of criteria to evaluate the qualificasamnd skills
necessary for each member of the Board. In additicdhe individual attributes of each of our cutrdimectors
described below, we believe that our directors khbave the highest professional and personal®tmd values,
consistent with our longstanding values and statelarhey should have broad experience at the paoliling leve
in business, exhibit commitment to enhancing shadeh value and have sufficient time to carry dgit duties an
to provide insight and practical wisdom based @irtpast experience.
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Each of Messrs. McCartney, McCartney and Cook Reeneive experience in the health care servicassingl
Each of Messrs. Daniel McCartney, and Joseph Mo@gid operational experience and Mr. Cook’s finahci
expertise enables each to provide guidance wittectgo our operations.

Each of Messrs. Frome and Moss has extensive éagalrience. In addition, Mr. Frome has also seasd
member of the board of directors of other publimpanies and has extensive corporate finance angenseand
acquisitions experience, which experience aidséigice to the Board. Both Mr. Frome and Mr. Mdse &ave
extensive executive experience as they both havedas managing partners of their respective lamst

Mr. Briggs’ years of experience as a certified [ubccountant provide him with financial and accinm
expertise. Mr. Briggs qualifies as an audit comeeittinancial expert under SEC guidelines. [Mr. Bsiglso brings
executive experience to the Board as he servedraaging partner at his accounting firm]

Mr. Ottavino, through his experience as a top-lexgcutive form many years for two different comipanone
of which was a public company, has a comprehensiderstanding of business operations, includingness
development.

The Directors recommend a vote “FOR” all nominees.

If Messrs. Briggs, Moss and Ottaviano are re-ettateDirectors of the Company it is anticipated theh
individuals will comprise the Audit Committee folling the Annual Meeting.

OTHER EXECUTIVE OFFICERS

Name, Age, Principal Occupations
for the past five years and Current
Public Directorships or Trusteeships

Richard W. Hudson, CPA, 62, Chief Financial Offisarce March 2007 and Secretary for more thanyeags.
Prior to becoming Chief Financial Officer, Mr. Hastsserved as Vice President of Finance for mone thar years

Theodore Wahl, CPA, 36, Executive Vice PresidemtesiJanuary 2010. Prior to becoming Executive Vice
President, Mr. Wahl served as Vice President odikée, a Facility Manager, District Manager and Begi
Manager, as well as in a corporate financial mamege position within the Company for more than fjsars. Pric
to serving with the Company, Mr. Wahl was a SeManager with Ernst & Young’s Transaction Advisoryo@p
for more than one year and more than five years Bihst & Young’s Mergers and Acquisitions Groupn& &
Young is a registered public accounting firm. MralVis the son-in-law of Mr. Daniel P. McCartney.
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BOARD OF DIRECTORS AND COMMITTEES

BOARD OF DIRECTORS. The business of the Compamygasaged under the direction of the Board of
Directors (the “Board”). The Board meets on a ragylscheduled basis during the Company’s fiscal ye review
significant developments affecting the Company &naict on matters requiring Board approval. It dists special
meetings when an important matter requires Boatidrabetween scheduled meetings. The Board metifives
during the 2009 fiscal year. During 2009, each menal the Board participated in at least 75% oBalard and
applicable committee meetings held during the mefdo which he was a director or committee membénectors
are expected to attend all Board meetings and ngeetif committees on which they serve, and eachuainn
Meeting. In 2009, all seven of the directors ateghthe Company’s Annual Meeting.

The Board has established an Audit Committee, addrainating, Compensation and Stock Option Committe
to devote attention to specific subjects and tisagsn the discharge of its responsibilities.eTtunctions of those
committees, their current members and the numbareattings held during 2009 with respect to the Audi
Committee, and the Nominating, Compensation andk3Bption Committee are described below:

AUDIT COMMITTEE. The Audit Committee’s primary rpensibilities, as described in the Amended and
Restated Audit Committee Charter (a copy of whichvailable on the Company’s website, www.hcsgcorm)
include:

(a) appointment, compensation and oversight oCti@panys Independent Auditors, who report directly to
Audit Committee, including (i) prior review of thedependent Auditors’ plan for the annual audi},ffe-approval
of both audit and non-audit services to be providethe Independent Auditors and (iii) annual assesnt of the
qualifications, performance and independence ofrilependent Auditors;

(b) overseeing and monitoring the Company’s acdongrénd financial reporting processes and intecoatrol
system, audits of the Company’s financial statesant the quality and integrity of the financigdoes and other
financial information issued by the Company;

(c) providing an open avenue of communication antbegndependent Auditors and financial and otleais
management and the Board;

(d) reviewing with management and, where applicable Independent Auditors, prior to release, neqli
annual, quarterly and interim filings by the Comyparith the Securities and Exchange Commission hadytpe an
presentation of information to be included in eagsi press releases;

(e) reviewing material issues, and any analysesdyagement or the Independent Auditors, concerning
accounting principles, financial statement preg@racertain risk management issues, such asdbéguacy of the
Company’s internal controls and significant finaceporting issues and judgments and the effetgilatory and
accounting initiatives on the Company’s financiatements;

(f) reviewing with the Company’s legal counsel dagal matters that could have a significant eftecthe
Company’s financial statements, compliance withliapple laws and regulations and inquiries fromutatprs or
other governmental agencies;

(g) reviewing and approving all related party traet®ons between the Company and any director, ¢ixecu
officer, other employee or family member;

(h) reviewing and overseeing compliance with thenpany’s Code of Ethics and Business Conduct;

(i) establishing procedures regarding the recegpéntion and treatment of, and the anonymous sdiom by
employees of the Company of, complaints regardieg@ompany’s accounting, internal controls or anglit
matters; and

(j) reporting Audit Committee activities to the f#loard of Directors and issuing annual reportbédncluded
in the Company'’s proxy statement. Each of MessissgyiOttaviano and Briggs are independent Diree®isuch
term is defined by Rule 4200(a)(15) of the NASDARck Market, LLC listing standards.

Mr. Briggs has been designated the “audit commfitesncial expert” and he satisfies the attributsguired of
“audit committee financial experts” pursuant to t8et407 of Sarbanes-Oxley. The Audit Committee aiet
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times during fiscal year 2009. The report of Auditmmittee for the fiscal year ended December 30929
included herein under “Audit Committee Report” helo

NOMINATING, COMPENSATION AND STOCK OPTION COMMITTEE The Nominating, Compensation
and Stock Option Committee (composed of Messrgd3rand Moss) are to assist the Board by:

(a) developing and recommending to the Board afseffective corporate governance policies and @doices
applicable to the Company;

(b) identifying, reviewing and evaluating individaajualified to become Board members and recommendi
that the Board select director nominees for eacluaimmeeting of the Company’s shareholders;

(c) discharging the Board’s responsibilities relgtto the compensation of Company executives; and
(d) administering the Company’s stock option plansther equity-based compensation plans.

Each of Messrs. Briggs and Moss are Independeetiirs as such term is defined by Rule 4200(a){i8)e
NASDAQ Stock Market, LLC listing standards. The Noating, Compensation and Stock Option Committee
twice during fiscal year 2009.

The Nominating, Compensation and Stock Option Cdtemhas not adopted a policy or process by which
shareholders may make recommendations to the Coeenaif candidates to be considered by this Comeniittie
nomination for election as Directors. The Committes determined that it is not appropriate to tsnah a policy
because such recommendations may be informally isiglohto and considered by the Committee undeCliarter.
Shareholders may make such recommendations byggiwiltten notice to Healthcare Services Group,,|8220
Tillman Drive, Suite 300, Bensalem, PA 1902, Atient Corporate Secretary either by personal defieerby
United States mail, postage prepaid. The ChartdveoNominating, Compensation and Stock Option Catemis
provided on the Company’s website, www.hcsgcorp.cbne Committee has not established a formal peofes
identifying and evaluating nominees for Directdthaugh generally the Committee may use multiplerses for
identifying and evaluating nominees for DirectaGluding referrals from current Directors and shatders. The
Committee has identified certain qualificationbélieves an individual should possess before @nmauends such
person as a nominee for election to the Board oéddors.

The Committee believes that nominees for Diredbmusd possess the highest personal and professtmas,
integrity, values and judgment and be committegefwesenting the long-term interests of the Comjgany
shareholders. The Committee does not have a fqyoligly with respect to considering diversity in ididying
nominees for directors. The Committee believesttheinl and gender diversity are important factorassessing
potential board members, but not at the expenganicular qualifications and experience requiredieet the nee
of the board. Furthermore, as part of the Comnigtezsyview of board composition, the board considiversity of
experience and background in an effort to ensuwatttte composition of directors ensures a stromgediective
board. The Committee seeks to ensure that the csitigyoof the Board at all times adheres to thepwhdence
requirements of the NASDAQ Stock Market, LLC anflagts a range of talents, skills, and expertisetigularly in
the areas of management, leadership, and expeiiretive Company’s and related industries, sufficterprovide
sound and prudent guidance with respect to theatipes and interests of the Company. See beloth#®oReport of
the Nominating, Compensation and Stock Option Cdtemregarding executive compensation.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information as ofrAd, 2010, regarding the beneficial ownershigCafmmon
Stock by each person or group known by the Compauayvn: (i) 5% or more of the outstanding share€ofmmon
Stock, (ii) each director of the Company, (iii) tNamed Executive Officers as defined in Item 403)edf
Regulation S-Kand other Executive Officers and (iv) all curreimedtors and executive officers of the Company
group. The persons named in the table have solegvahd investment power with respect to all shaf€Sommon
Stock owned by them, unless otherwise noted.

Amount and

Nature of Percent

Beneficial of
Name and Beneficial Owner or Group(1)(2 Ownership Class(3
Neuberger Berman LL! 4,809,07(4) 11.7%
Blackrock, Inc. 3,309,64((5) 8.1%
Daniel P. McCartne 3,009,14(6) 7.2%
Advisory Research Inc 2,701,67(7) 6.€%
Joseph F. McCartne 140,2448) ()]
Robert L. Frome 70,53¢9) a7
John M. Briggs 45,83¢10) (17
Thomas A. Cool 49,02511) (1)
Richard W. Hudso! 29,29412) (1)
Robert J. Mos 14,733(13) (17)
Theodore Wah 8,57¢14) (17)
Dino D. Ottavianc 2,99415) (17)
Directors and Executive Officers as a group (9 @es} 3,370,38(16) 8.1%

(1) Unless otherwise indicated, the address of allgrerss c/o Healthcare Services Group, Inc., 328h@n
Drive, Suite 300, Bensalem, PA 190

(2) The address of Neuberger Berman LLC is 605 Thirdre, New York, NY 1015¢

The address of Blackrock, Inc. is 40 East 52ndeStieew York, NY 1002:

The address of Advisory Research, Inc. is 180 N8t#dtson Street, Suite 5500, Chicago, IL 60
(3) Based on 41,100,000 shares of Common Stock outsgaatApril 1, 2010

(4) According to a Schedule 13G filed by Neuberger BermLC, Neuberger Berman Group LLC, Neuberger
Berman Management LLC and Neuberger Berman Equitgd& on February 16, 2010. Such entities have, in
the aggregate, beneficial ownership of 4,809,0Zbes:

(5) According to a Schedule 13G filed by Blackrock,.l(greviously Barclays Global Investors, NA andtair
affiliates) dated January 20, 2010, it has solpatitive power and sole voting power with respedhe
3,309,646 share

(6) Includes incentive stock options to purchase 1@dtares and nonqualified stock options to purchase
343,173 shares all currently exercisable, and 41sbares credited to Mr. McCartney’s account (lmigsued)
in connection with the Company’s Deferred Compédosa®lan; excludes 50,402 held by Mr. McCartney’s
adult child. Mr. McCartney disclaims beneficial ogvahip of these shares. Mr. McCartney may be de¢mbe
a “parent” of and deemed to control the Companguas terms are defined for purposes of the Séesidct
of 1933, as amended, by virtue of his positioncasler, director, Chief Executive Officer and anpipal
shareholder of the Compar

(7) According to a Schedule 13G filed by Advisory Resbalnc. dated February 12, 2010, it has soleaditpe
power and sole voting power with respect to th@2,675 share:

(8) Includes incentive stock options to purchase 4022##es and nonqualified stock options to purchase
44,092 shares, all currently exercisable, 7,87 tesheredited to Mr. McCartn’s account (but unissued)
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connection with the Company’s Deferred Compensdgiam and 4,700 shares held in joint custody by
Mr. McCartneY' s wife with their adult children and her moth

(9) Includes nonqualified stock options to purchas& B&shares, all currently exercisalt
(10) Includes nonqualified stock options to purchas®22 shares, all currently exercisat

(11) Includes incentive stock options to purchase 681des and nonqualified stock options to purchase
8,086 shares all currently exercisable, and 3,62%es credited to Mr. Cook’s account (but unissired)
connection with the Compa’s Deferred Compensation Pl

(12) Includes incentive stock options to purchase 12stEf#es and nonqualified stock options to purchase
11,844 shares, all currently exercisable, and 3s3@res credited to Mr. Hudson’s account (but waidsin
connection with the Compa’s Deferred Compensation Pl

(13) Represents nonqualified stock options to purchdse3B shares, all currently exercisal

(14) Includes incentive stock options to purchase 3d¥es, all currently exercisable, and 778 shaszhted to
Mr. Wah!'s account (but unissued) in connection with the gam’s Deferred Compensation Pl:

(15) Represents nonqualified stock options to purche@@42shares, all currently exercisal

(16) Includes 650,030 shares underlying options gratatéklis group. All options are currently exercisgldlso
includes 57,676 shares credited to the accourdsrtdin executive officers (but unissued) in comioacwith
the Compan’'s Deferred Compensation Pl:

(17) Less than 1% of the outstanding sha
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MANAGEMENT COMPENSATION

Compensation Discussion and Analysis
Compensation Objectives

We refer to our chief executive officer, the cHiefincial officer, and each of our other three ntaghly
compensated executive officers as our named execofiicers. As more fully described below (a) thase salary ¢
Mr. Daniel McCartney was primarily based on a mimimbase salary plus an additional amount baseteon t
Company’s income from operations before incomedaft® the base salary of Mr. Thomas Cook for ttst §ix-
months of 2008 was based on a minimum base sdlasyap additional amount based on the Companytnirec
from operations before income taxes, his baseystdathe balance of 2008 (the period for whichréduced his
time devoted to the Company) was based on the anodtime he spent on Company business, (c) in 200l
2008, Mr. Joseph McCartney received a minimum sat@y plus a bonus based on the attainment adinert
financial and non-financial measures and (d) in®@e base salaries of Messrs. Cook, Joseph MuSartiudson
and Wahl were based on their performance and fwelsponsibility. Our Nominating, Compensation &tdck
Option Committee believes that compensation paMrtdDaniel McCartney, consistent with the prineiphat
compensation plans of senior operational officemutd be closely aligned with our performance othlashort-
term and long-term basis to create value for stddelns, and that such compensation should assistattacting
and retaining key executives critical to our loegat success.

In establishing compensation for executive officéne following are the Company’s and Nominating,
Compensation and Stock Option Committee’s objestive

e Attract and retain individuals of superior abiland managerial taler

< Ensure officer compensation is aligned with oupcoate strategies, business objectives and thettmny
interests of our shareholders; ¢

« Enhance the officers’ incentive to maximize shalééiovalue, as well as promote retention of keypbeo
by providing a portion of total compensation formagement in the form of direct ownership in us tigto
stock options and other compensatory s-based plans

To achieve these objectives, our overall compemsatiogram aims to pay our named executive officers
competitively, consistent with our success andrtbentribution to that success. To accomplishwesrely on
programs that provide compensation in the formathltash and equity. Although our Nominating, Congation
and Stock Option Committee has not adopted anydbguidelines for allocating total compensationdmetn cash
and equity, the Nominating, Compensation and S@gtion Committee considers the balance betweengiray
short-term and long-term incentives which are desigto help align the interests of management s¥itireholders.

We have not retained a compensation consultamview our policies and procedures with respeckaxative
compensation, although the Nominating, CompensatimhStock Option Committee may elect to retairhsuc
consultant in the future if it determines that sind would be helpful in developing, implementingneaintaining
compensation plans.

The Nominating, Compensation and Stock Option Cadtemiconducts an annual review of the aggregatd lev
of our executive compensation, as well as the rhed@ments used to compensate our executive affiteraddition
the Nominating, Compensation and Stock Option Catemias historically taken into account input frotiher
independent members of our board of directors tanthe extent available, publicly available datatiag to the
compensation practices and policies of other conegamithin and outside our industry. As part of teeiew of the
Company’s compensation, the compensation polidi¢iseofollowing companies have been examined: AMN
Healthcare Services, Inc. (a healthcare staffimgpgamy), ABM Industries Incorporated (a providejasfitorial,
parking, security and engineering services for cenumal and industrial facilities), and ARAMARK Carmation (a
food, hospitality and facility service company).eTRominating, Compensation and Stock Option Conemitt
believes that gathering information about the camspon practices of these companies is an impoptm of our
compensation-related decision-making process. Heweince none of these companies
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are specifically engaged in the Companlgusiness and the Company is unaware of any pthic company whic
provides housekeeping and food services to sabellge health care industry and primarily to thegléerm care
segment of the industry, the Company believesdbatpensation comparisons with the aforementionetpbemies
is not apt. Accordingly, while the Nominating, Coemgation and Stock Option Committee is aware of the
compensation practices of the companies set ftntlrieg the Committee has not necessarily reliedoomparisons
with such entities for purposes of making compeasalecisions for Company executive officers arel@ompany
does not benchmark compensation against the comfi@m®f such other Companies.

Determination of Compensation Awards

The compensation of the Chief Executive Officethef Company is determined by the Nominating,
Compensation and Stock Option Committee. Such Ctte's determinations regarding compensation are bas
a number of factors including, in order of impoxan

e Consideration of the operating and financial perfance of the Company, primarily its income before
income taxes during the preceding fiscal yearoaspared with prior operating perioc

- Attainment of a level of compensation designecktain a superior executive in a highly competitive
environment; an

«  Consideration of the individU's overall contribution to the Compatr

Compensation for the Named Executive Officers (refeto in the summary compensation table) othem the
Chief Executive Officer is determined by the Chigdecutive Officer in consultation with the Nomiragi
Compensation and Stock Option Committee , takimg &ccount the same factors considered in detengithie
Chief Executive Officer's compensation as descrifedve. Section 162(m) of the U.S. Internal ReveDoee of
1986 limits deductibility of compensation in exce$$1 million paid to the Company’s Named Execet®fficers
unless this compensation qualifies as “performérased.” Based on the applicable tax regulationstaable
compensation derived from the exercise of stocloaptby senior executives under the Company’s stgtion
plans should qualify as performance-based. Undefl @95 Plan, no recipient of options may be graopbns to
purchase more than 125,000 shares of Common Skbekefore, compensation received as a result abrogpt
granted under the 1995 Plan qualify as “performadyased’for purposes of Section 162(m) of the Code. In tmld]
under the 2002 Plan, no recipient of options magra@ted options to purchase more than 50,000 slodit@ommo
Stock in any calendar year. Therefore, compensatiogived as a result of options granted unde2@@2 Plan
qualify as “performance-based” for purposes of Bact62(m) of the Code (the options exercised leyNlamed
Executive Officers in fiscal 2008, 2007 and 2006envgranted under either the 1995 Plan or the 2062 PAs
described under “Executive Compensation — Gratlafi-Based Awards”, options were granted in figears
2008 and 2009 to certain Named Executive Offiddsstock options were granted in fiscal year 2007.

The Company applies a consistent approach to cosagien for all employees, including senior managame
This approach is based on the belief that the aehients of the Company result from the coordinaféatts of all
employees working toward common objectives.

Elements of Compensation

Base Salary.Base salaries for our executives are establibhedd on the scope of their responsibilities and
individual experience, taking into account competiimarket compensation paid by companies in odustry. Bas:
salaries are reviewed annually, and adjusted fioma to time to realign salaries with market lev&l8th respect to
certain of our executive officers this adjustmekets into account individual responsibilities, perfance and
experience.

Historically, the base salary of Mr. Daniel McCayrwas a minimum of between approximately $25,@00 t
$75,000 with the balance of his base salary derir@d the Performance-Based Compensation critertziibed in
the paragraph below. In 2009, Mr. Daniel McCartsaypinimum base salary was approved to be approalynat
$53,000. Mr. Cook’s 2008 compensation for the pkdanuary 1, 2008 through June 30, 2008 was c#dclites in
previous years. Effective July 1, 2008, when Mrokao longer served as Chief Operating Officer, his
compensation was revised to a fixed salary amaurdftect the time he spends on Company busindssbase
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salary for Mr. Richard Hudson increased from 2GD2Q09 due to the increased responsibilities asdiye
resulting from his promotion from Vice Presidentrafiance to Chief Financial Officer during 2007 eTdmnual
salary for Mr. Wahl increased from 2007 to 2009 thuancreased responsibilities assumed by Mr. Weadilting
from his promotion from Financial Manager to Vicee§ident of Finance. In 2009, Joseph McCartney eorsgtion
was restructured from receiving a minimum baserggilus a bonus based on the attainment of cefitzncial and
non-financial measures to receiving a higher bak@sas a result of the change in his level gboesibilities.

PerformanceBased Compensatiowe structure our annual incentive program to revearthin executive
officers based on our performance and our evalnatidahe individual executive’s contribution to thmerformance.
This allows executive officers to receive such cengation based on the results that they helpeal ashieve in the
previous year. The incentive payment, based up@Ctimpanys prior year performance, becomes the major pc
of the named executive officer’s salary for thédwaing year. Currently, this payment is only mader. Daniel P.
McCartney and is based on a rate of 2.2% of thenrecfrom operations before income taxes of the Gomjin
accordance with generally accepted accounting iplein the fiscal year immediately precedingyear for whict
such annual salary is calculated. In the 2008 galie Company used a 2.3% for purposes of caloglafir. Daniel
McCartney’s incentive payment. For 2007 and prieniqus, the Company had previously calculatedghision of
these named executive officers’ compensation ateaaf either 2.3% or 3%, although, the Companyusadl the
3% rate for more than 20 years prior to 2006, the@any believes that the current year 2.2% rateiges an
accurate benchmark upon which to build the compens#or the chief executive officer. The 3% figumas
initially selected as it was deemed to be repredimet of performance-based compensation for thef éxecutive
officer and chief operating officer, as well asyiding for a compensation level which reflects gegformance of
the Company. The Company reduced the rate to 2082007 and continued such rate in 2008, as iebedl that
this reduced rate was a fair and appropriate medsureason of the continued increase in the Cogipamcome
before income taxes. Based on the continued iner@athe Company’s income before income taxesCimmpany
believed that a further reduction from 2.3% to 2 @& appropriate. Moreover, the Nominating, Comagas and
Stock Option Committee has historically establistietirate to more align Daniel McCartney’s comp&orawith
the compensation of the Company’s other managemgloyees. The Nominating, Compensation and Stqitlo®
Committee has historically tied the compensatioMofDaniel McCartney into the Company’s financial
performance because he has had responsibilitylfeeastrategic and policy decisions impacting @ampany.

Discretionary Longlerm Equity Incentive Awards.The Nominating, Compensation and Stock Option
Committee is responsible for determining the indlingls who will be granted options, the number dfans each
individual will receive, the option price per shaa@d the exercise period of each option. Guidslioethe number
of stock options granted to each executive offarerdetermined using a procedure approved by thenGibee
based upon several factors, including the execuiffieer’s salary level, performance and the valfithe stock
option at the time of grant. We grant options atféir market value of the underlying stock ondia¢e of grant. In
January 2008, January 2009 and January 2010, thendting, Compensation and Stock Option Committeatgd
options to purchase an aggregate of 104,950, 105888 102,504, respectively, shares of common gstoolar
Named Executive Officers and directors. Such awardgletailed for the respective named executifreen$ in the
table reporting on Grant of Pla@ased Awards included in this proxy statement. &kimg its decision to grant the
awards, the Nominating, Compensation and Stocko@pEiommittee considered the competitive challengesir
business and the commitments of time, energy apdrége our executive officers have expended ta these
challenges and foster the growth and financialtjpssdf the Company. The Nominating, Compensatiaoth Stock
Option Committee has also granted options to aktotevels of Company management and key employmees
believes that the grant of the options to the namedutive officers is aligned with the grants s management
and key employees and also aligns the interestamfagement with shareholders. As indicated undent@@amsation
Objectives” above, the Nominating, Compensation @&twatk Option Committee has not adopted any formal
guidelines for allocating total compensation betweash and equity.

Deferred Compensation PlarSince January 1, 2000, we have had a Suppleniexgaltive Retirement Plan
(the “SERP?”) for certain key executives and empésyelhe SERP is not qualified under section 4Ghef{Code.
Under the SERP, participants may defer up to 25%eif earned income on a pre-tax basis (prior to
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January 1, 2010 participants deferrals were limiteti5% of their earned income). As of the last dagach plan
year, each participant will receive a 25% matcthefr deferral, up to 15% of such deferral amoimgur Commor
Stock based on the then current market value. SERiRipants fully vest in our matching contributithree years
from the first day of the initial year of partictj@n. The income deferred and our matching contidlouare
unsecured and subject to the claims of our geweeditors. Under the SERP, we are authorized teeisp to
675,000 shares of our common stock to our employa@suant to such authorization, we have appraeipa
357,000 shares available for future grant at Deerglh, 2009 (after deducting the 2009 funding afreh delivered
in 2010). In the aggregate, since initiation of 8RP, 318,000 shares (including the 2009 fundfrehares
delivered in 2010) have been issued to the trumteeaccounted for at cost, as treasury stock. AeBer 31, 2009
(prior to 2009 funding of shares delivered in 2QHpproximately 176,000 of such shares are vestddemain in
the respective active participants’ accounts.

Employee Stock Purchase Plaiince January 1, 2000, we have had a non-comipepgamployee Stock
Purchase Plan (“ESPP”) for all eligible employesfull-time and certain part-time employees whavie
completed two years of continuous service withnesedigible to participate. The ESPP was implemgtieough
five annual offerings. The first annual offeringnmmenced on January 1, 2000. On February 12, 20fettige
January 1, 2004), our Board of Directors extentiedBSPP for an additional eight annual offeringsnal
offerings commence and terminate on the respegéeae's first and last calendar day. Under the ESRPare
authorized to issue up to 2,700,000 shares of @mnmon stock to our employees. Furthermore, undeteitms of
the ESPP, eligible employees can choose eachgéave up to $25,000 of their annual earnings \eitthio
purchase our common stock. The purchase priceeddttitk is 85% of the lower of its beginning or efidhe plan
year market price

Other Elements of Compensation and Perquisites

Medical Insurance.We provide to each Named Executive Officer, tamad executive officer's spouse and
children such health, dental and optical insuraagce/e may from time to time make available to dbeo
executives of the same level of employment. Thésiiance requires an employee co-payment of theanea
premium.

Life and Disability Insurance.We provide each named executive officer suchbiligaand/orlife insurance a
we in our sole discretion may from time to time malailable to our other executive employees oktme level ¢
employment.

Automobile Allowance. We provide some Named Executive Officers wittaatomobile allowance during the
term of the his employment with us as we in oueshécretion may from time to time make availabletr other
executive employees of the same level of employnierieu of an automobile allowance, we lease @tomobile
for Thomas A. Cook.

Sporting Event Tickets.We obtain season tickets for several Philadelpp@ts teams. Although these tickets
are intended to be used for entertaining clientsisad tickets are made available to employeesjdimgy the Name
Executive Officers, for personal use.

Compensation Risks

We believe that risks arising from our compensaiolicies and practices for our employees are easanably
likely to have a material adverse effect on the @any. In addition, the Nominating, Compensation Stwtk
Option Committee believes that the mix and desigth® elements of executive compensation do nab@mage
management to assume excessive risks. The Comparstiuctured its compensation program so thaticert
employees are incentivized primarily on their apito achieve revenue and profit objectives of¢dhstomer
accounts under their supervision and generate nsméss. Additionally, to a lesser extent, incantempensation
is earned on the achievement of certain non-firemdjectives such as recruiting and developingriut
management personnel, reviewing subordinate emge#yyraintaining good client relations and complkawdh
company operational reporting requirements. The |@om believes that elements of this incentive patiay be
subject to abuse. Specifically, the Company recagmihat incentivizing employees for new busineswation
could result in employees entering into agreemefttsout conducting proper due diligences, including
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with respect to the creditworthiness of the othatyp Similarly, employees may be tempted to rushite
employees prior to their quarterly review in ortlemeet their recruitment goals. The Company asognizes that
managers may be tempted to give better performawews of their subordinates in order to boostappearance
of their own performance. Also, the Company recpggithat in preparing budgets upon which an emplayi be
reviewed, an employee may seek to be conservatitieeir estimates in order to more easily achigsehher
performance targets. The Company has carefullygdeslits compensation policies and practices tanitim the
potential abuses inherent in such programs so agdio unnecessary risks to the Company and itkktdders.

Summary Compensation Table

The following table sets forth certain informatiggarding compensation paid or accrued during the
Company’s prior two fiscal years to the CompanytseE Executive Officer, Chief Financial Officer atfie three
highest paid executive officers whose total satargt bonus exceeded $100,000 in 2009 (the “Nameduixe

Officers”).
Nongqualified
Stock Option Deferred All Other
Name and Salary Bonus  Awards Awards Compensation Compensation
Principal Position(a) Year(b) ($)(c) ($)(d) ®)E)7) _  ®H()  Earnings ($)(h) $)(0) Total ($)(j)
Daniel P. McCartne 2007  $1,005,10i(1) $ 0O $ 0 % 0 $37,70( $18,70¢ $1,061,51:
Chairman of the 200¢  $1,024,43(2) $ 0 $ 0 $155,25( $38,42: $18,70¢ $1,081,56!
Board and Chie 200¢  $1,005,10(3)$ 0 $ 0 $103,50( $37,70¢ $18,70¢ $1,165,01
Executive Officel
Thomas A. Cool 2007 $1,011,001(2) $ 0 $7628 % 0 $37,93: $23,75¢ $1,079,95
President and 200¢ $ 592,99/4)% 0 $ 0 $155,25( $22,23¢ $26,65¢ $ 797,13t
Director
200¢ $ 252,75(4)$ 0 $ 0 $103,50( $ 9,48t $23,35¢ $ 389,09:
Joseph F. 2007 $ 90,09 $61,90¢ $3,77¢ $ 0 $ 5,01¢ $33,22: $ 194,71!
McCartney
Division Vice 200¢ $ 101,18¢ $32,32¢ $2,29¢ $ 62,10( $ 5,71¢ $33,02¢ $ 236,65
President and 200¢ $ 102,590 $ 0 $4,587 $ 41,40( $ 3,86: $44,13¢(6) $ 196,58:
Director
Richard W. Hudsol 2007 $ 247,66¢ $ 0 $ 377 % 0 $ 9,29¢ $ 3,852 $ 261,19¢
Chief Financial 200¢ $ 400,36¢ $ 0 $ 934 $ 93,15( $15,02: $ 3,852 $ 513,32
Officer
and Secretar 200¢  $ 440,49: $ 0 $ 0 $6210( $16,52¢ $ 3,852 $ 522,96¢
Theodore Wah 2007 $ 71,80 $26,05: $ 0 $ 0 $ 0 $10,00( $ 107,85!
Executive Vice 200¢ $ 114,72 $ 0 $ 0 $1242 $ 0 $ 8,711 $ 135,85¢
Presiden
200¢ $ 190,24¢ $ 0 $ 0 $ 20,70C $16,69¢ $ 8,711 $ 236,35¢

(1) Represents a base salary of $75,000 and 2.3% 6fr2@@rted income before income taxes ($40,723,@00)f
which was paid in 2007

(2) Represents a base salary of $25,000 and 2.3% wstadj2007 reported income before income taxes
($43,454,000), all of which was paid in 20!

(3) Represents a base salary of $53,000 and 2.2% &fr2@drted income before income taxes ($43,275,@0I0)f
which was paid in 200¢

(4) During the 2008 second quarter, Mr. Cook’s dute€hief Operating Officer were assumed by certaini@&
and Divisional Vice Presidents. At such time, haseal to be Chief Operating Officer. Mr. Cook’s 2008
compensation through June 30, 2008 was based wiedon similar to that of Mr. Daniel McCartneyffective
July 1, 2008 his salary was fixed at an amounetiect the amount of time he spends on Companynbasi
Mr. Cook remains President and a member of thedofbirectors.

(5) Includes automobile allowance, health insurancenprs paid by the Company and personal use oftddke
sporting events

(6) Includes health insurance premiums paid by the Gompf $34,736 and an automobile allowar

(7) Amounts reflect the aggregate grant date fair vafugption awards granted under either our ESPRamk
option plans computed in accordance with Finansta@lounting Standards Board Accounting Standards
Codification Topic 718. ESPP awards are value atifference between the fair market value of toenganys
common stock at the award date and the respec8®PEpurchase price. Opti¢ awards art
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valued utilizing the Black-Scholes-Merton optiomcprg model. A more detailed discussion of the agstions
of our ESPP and stock option plans may be fouridioite 7 of the Notes to the Financial Statementsin
Form 1(-K for the year ended December 31, 2C

Grant of Plan-Based Awards

The following table sets forth information concenigrants of plan-based awards made by us durangetr

ended December 31, 2009, to each of the Named Exeddfficers.

Estimated Future Payouts

Under
Equity Incentive Plan Awards

All Other Option Grant Date
Awards: Number  Exercise o1 Fair Value of
of Securities Base Price Stock and

Date Underlying of Options Option

Grant Award Options Awards Awards

Name Date Approved #) ($/Sh) [EIC)
Daniel P. McCartne 1/05/200¢ 12/29/200: 25,000 $ 20.8¢ $ 103,50¢(
Thomas A. Cool 1/05/200¢  12/29/200: 25,000 $ 20.8¢ $ 103,50¢(
Joseph F. McCartne 1/05/200¢ 12/29/200: 10,00 $ 20.8¢ $ 41,40(
Richard W. Hudso! 1/05/200¢  12/29/200: 15,000 $ 20.8¢ $ 62,10(
Theodore Wah 1/05/200¢  12/29/200: 500 $ 20.8¢ $ 20,70(

Narrative Disclosure to Summary Compensation Tabl&rants of Plan-Based Awards Table

The Company has not entered into employment cdstreith any of the named executive officers. Ndam
or other equity-based awards were awarded duridishal year ended December 31, 2007. No prewayrsinted
options or other equity-based awards were re-pricaatherwise materially modified during the fisgalar ended
December 31, 2009. As set forth above in the “Campton Discussion and Analysis,” the Company bekehat
part of the compensation for the Named Executiic@& should be in the form of long-term equitagts so as to
align the interests of the Named Executive Offiagith the Company’s stockholders. In accordancé wiese
objectives, Messrs. Daniel McCartney, Cook, Josdp@artney, Hudson and Wabhl received options to lpase
25,000, 25,000, 10,000, 15,000 and 5,000 sharggectvely. These options vest over five yearsitemtivize the
Named Executive Officers to increase the -term value of the Company and thereby increaseahee of its

common stock.
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Outstanding Equity Awards at Fiscal Yea-End

The following table sets forth information concewpithe outstanding equity awards of each of the &hm

Executive Officers as of December 31, 2009:

Option Awards

Number of
Securities
Underlying
Unexercisec Option
Options (#) Exercise Option
Exercisable Price Expiration
Name(a) (b)(1) ($)(e) Date(f)
Daniel P. McCartne 84,37¢ $ 3.748. 12/13/1:.
84,37¢ $ 5.525¢ 12/26/1:
56,25: $ 9.102: 12/27/1¢
37,50C $13.806° 12/30/1(
33,17C $ 3.014¢ 12/04/1:
135,58: $ 2.7407 12/04/1:
5,000 $20.890( 1/03/1¢
Thomas A. Cool 5,000 $20.890( 1/03/1¢
Richard W. Hudso! 11,51¢ $ 9.102: 12/27/1¢
15,00 $13.806° 12/30/1(
3,00C  $20.890( 1/03/1¢
Joseph F. McCartne 33,75« $ 5.525¢  12/26/1:
7,07 $ 3.748. 12/13/1.
22,50 $ 9.102: 12/27/1:
15,000 $13.806° 12/30/1(
2,000  $20.890( 1/03/1¢
Theodore Wah 40C $20.890!( 1/03/1¢
1,20C $13.806° 12/30/1(

(1) All options were fully vested on December 31, 2C

Option Exercises and Stock Vested for 2009

The following table sets forth information concewpithe option exercises and stock vested of eatieof
Named Executive Officers during the year ended B 31, 2009

Option Awards
Number of Shares Value Realizec

Acquired on Exercise on Exercise
(#) (%)
Name(a) (b) (c)
Thomas Cool 37,50 $ 213,49¢
Richard W. Hudso! 1,397 $ 28,30:
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Nongqualified Deferred Compensation

The following table sets forth information concegithe non-qualified deferred compensation of eddhe
Named Executive Officers during the year ended B 31, 2009

Aggregate
Executive Registrant Aggregate Balance
Contributions Contributions Earnings at Last
in Last FY in Last FY in Last FY FYE
Name(a) ($)(b) $)(©) ($)(@) (10}
Daniel P. McCartne 150,76t 37,70t  480,85¢ 2,107,31
Thomas A. Cool 37,91 9,48¢ 23,70t  1,549,56!
Richard W. Hudso! 66,07 16,52« 44,65 332,11:
Joseph F. McCartne 15,39( 3,86: 43,72¢ 333,09:
Theodore Wah 28,531 16,69¢ 25,37( 80,507

Employee Stock Purchase Plan

Since January 1, 2000, we have had a non-compepgatployee Stock Purchase Plan (“ESPP”) for all
eligible employees. All full-time and certain pairie employees who have completed two years ofiwoots
service with us are eligible to participate. ThePPSvas implemented through eight annual offerimge. first
annual offering commenced on January 1, 2000. Ginudey 12, 2004 (effective January 1, 2004), ouar8of
Directors extended the ESPP for an additional edghual offerings. Annual offerings commence amohigate on
the respective yeafirst and last calendar day. Under the ESPP,rev@athorized to issue up to 2,700,000 shar
our common stock to our employees. Furthermoreeutitk terms of the ESPP, eligible employees canstheach
year to have up to $25,000 of their annual earnivigitheld to purchase our common stock. The puripage ol
the stock is 85% of the lower of its beginning nd @f the plan year market price.

Directors’ Compensation

Directors who are also our employees are not segareompensated for their service as directors. rion-
employee directors received the following aggregat@unts of compensation for the year ended Decegihe

2009:
Fees Earned o Option
Paid in Cash Awards Total
Name(a) $) ®B)EG) ()
John M. Briggs(1 47,50C 20,65¢ $68,15¢
Robert L. Frome(2 3,000 20,65¢ $23,65¢
Robert J. Moss(& 9,00C 20,65¢ $29,65¢
Dino D. Ottaviano(4 10,50C 20,65¢ $31,15¢

(1) Mr. Briggs had vested options to purchase 20,948eshof common stock outstanding as of Decembe2(B19.
(2) Mr. Frome had vested options to purchase 34,77¢std common stock outstanding as of Decembe2@19.
(3) Mr. Moss had vested options to purchase 18,73 &shafrcommon stock outstanding as of December@19..

(4) Mr. Ottaviano had had vested options to purchages®@res of common stock outstanding as of DeceBter
20009.

(5) Represents the dollar amount recognized for fir@rstatement reporting purposes with respect tgthst date
fair value of option grants made to each directoirdy the 2009 fiscal year. The fair value wasreated using
the Blacl-Schole-Merton option pricing model in accordance with FASBC Topic 718

(6) All stock option awards granted in 2009 becomeadtsind exercisable ratably over a five year pesindach
yearly anniversary date of the option gr
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Directors’ Fees

Up to March 31, 2009, the Company paid each direglm is not an employee of the Company $500 fohea
regular or committee meeting of the Board of Dioestattended. Mr. Briggs received a quarterly netaof $9,000
in respect to his chairmanship of the Audit Comeatand serving as the Audit Committee Financialexp
Mr. Frome bills the Company at his customary ratetime spent on behalf of the Company (whethex dsector o
in performance of legal services for the Compamg) ia reimbursed for expenses incurred in attendirectors’
meeting. Effective April 1, 2009, the Company peith director who is not an employee of the Com$in§00
for each regular or committee meeting of the BadrDirectors attended.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of4193 amended (the “Exchange Act”), requires the
Company'’s Directors, executive officers and 10% shalders to file with the Securities Exchange Cassion
(“SEC”) and the NASDAQ Stock Market, LLC initialperts of ownership and reports of changes in owniesf
the Company’s Common Stock. Directors and execuiifieers are required to furnish the Company weitipies of
all Section 16(a) reports which they file.

To the Company’s knowledge, based solely on rewitthe copies of these reports furnished to the o
and written representations that no other repogi®wequired, during 2009 all Section 16 (a) fillequirements
applicable to its Directors and executive officerere complied with.

Sarbanes-Oxley Act Compliance

Sarbanes-Oxley sets forth various requirementpubtic companies and directs the SEC to adopt iatait
rules and regulations.

Currently, the Company believes it is in compliamgth all applicable laws, rules and regulationisiag from
Sarbanes-Oxley. The Company intends to comply allttules and regulations adopted by the SEC putsioa
Sarbanes-Oxley no later than the time they becqrplicable to the Company.
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AUDIT COMMITTEE REPORT

The members of the Audit Committee from Januar30D9 to December 31, 2009 were Messrs. John MgE
and Robert J. Moss. Additionally, Mr. Barton D. \&8f@ian had served as a member of the audit comrfuttélee
period January 1, 2009 through May 18, 2009. Mrisiian was replaced on the Audit Committee effedtilas 19
2009 by Mr. Dino Ottaviano, who served as a mentti@ugh December 31, 2009. The Audit Committee shet
times during the fiscal year. The Audit Committeeasponsible for the appointment of the Independaditors for
each fiscal year, recommending the discharge offtthependent

Auditors to the Board and confirming the indepertdeof the Independent Auditors. It is also respaador:
reviewing and approving the scope of the plannetitatine results of the audit and the Independarditars’
compensation for performing such audit; reviewing €Company’s audited financial statements; andeveng and
approving the Company’s internal accounting costesid disclosure procedures, and discussing suttotand
procedures with the Independent Auditors.

The Audit Committee adopted an Amended and Resfateit Committee Charter on February 12, 2004, a
copy of which is available on the Company’s webattesww.hcsgcorp.com.

The Company’s Independent Auditors are respon$ilauditing the financial statements, as well ading
the Company’s internal controls over financial néjmg. The activities of the Audit Committee areno way
designed to supersede or alter those traditioisglorgsibilities. The Audit Committee’s role does paivide any
special assurances with regard to the Compgafityancial statements, nor does it involve a @siftnal evaluation
the quality of the audits performed by the IndepardAuditors.

In connection with the audit of the Company’s fin@h statements for the year ended December 319,208
Audit Committee met with representatives from Graimbrnton LLP, the Company’s Independent Auditary] the
Company’s internal auditor. The Audit Committeeiesved and discussed with Grant Thornton LLP and the
Company'’s internal auditor, the Company'’s finanomnagement and financial structure, as well asnidters
relating to the audit required by the Public CompAncounting Oversight Board Auditing Standard.

The Audit Committee and Grant Thornton LLP alsa@dgsed Grant Thornton LLP’s independence. In
November, 2009, the Audit Committee received frorar® Thornton LLP the written disclosures and #teet
regarding Grant Thornton LLP’s independence regiing Public Company Accounting Oversight Board 138€6.

In addition, the Audit Committee reviewed and d&sed with management the Company'’s audited financia
statements for the fiscal year ended December@19,2s well as management’s assessment of inteosnabls
over financial reporting.

Based upon the review and discussions describedeatite Audit Committee recommended to the Board of
Directors, and the Board of Directors approvedt tha Company’s financial statements audited bynGf&ornton
LLP, as well as the audit of the Company’s integwitrols over financial reporting be includedhe Company’s
Annual Report on Form 10-K for the fiscal year eshddecember 31, 2009.

AUDIT COMMITTEE
John M. Briggs, Chairman
Robert J. Moss

Dino Ottaviano
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NOMINATING, COMPENSATION AND STOCK OPTION COMMITTEE REPORT

The compensation of the Chief Executive Officethef Company is determined by the Nominating,
Compensation and Stock Option Committee. Such Ctétee's determinations regarding such compensaten a
based on a number of factors including, in ordamgfortance:

e Consideration of the operating and financial perfance of the Company, primarily its income before
income taxes during the preceding fiscal yearoaspared with prior operating perioc

- Attainment of a level of compensation designecktain a superior executive in a highly competitive
environment; an

« Consideration of the individU's overall contribution to the Compatr

In consultation with the Chief Executive Officertbe Company, the Nominating, Compensation andkStoc
Option Committee develops guidelines and reviewscttimpensation and performance of the other executi
officers of the Company, as well as any manageifiesst paid by the Company for executive services sams the
compensation of the executive officers of the Camypand/or any management fees paid by the Compmany f
executives services. In addition, the NominatingmPensation and Stock Option Committee makes
recommendations to the Board of Directors with egspo incentive-compensation plans and eqgobiétged plans, ai
establishes criteria for the granting of optiona@cordance with such criteria; and administerd glans. The
Nominating, Compensation and Stock Option Commitegews major organizational and staffing matt&véh
respect to director compensation, the Nominatirngn@ensation and Stock Option Committee designseatdr
compensation package of a reasonable total vakedioan comparisons with similar firms and alignéth vong-
term shareholder interests. Finally, the Nominatldgmpensation and Stock Option Committee revievetbr
compensation levels and practices, and may recomhfienm time to time, changes in such compensdéeels anc
practices to the Board of Directors, with equitynanship in the Company encouraged. The Nominating,
Compensation and Stock Option Committee’s chamgviges that the Committee shall have the authdoitybtain
advice and seek assistance from internal and ettkgal, accounting and other advisors.

The Nominating, Compensation and Stock Option Catemihas reviewed and discussed the Compensation
Discussion and Analysis required by Item 402(blRegulation S-Kwith management and, based on such reviev
discussions, recommended to the Board of Dire¢taisthe Compensation Discussion and Analysis tledied in
this proxy statement.

NOMINATING, COMPENSATION AND STOCK OPTION COMMITTEL
John M. Briggs, Chairman
Robert J. Moss
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Compensation Committee Interlocks and Insider Parttipation

No member of the Nominating, Compensation and S@ufton Committee was an officer or employee of the
Company or any subsidiary of the Company duringigeal year ended December 31, 2009. No membsuaif
Committee was a member of the compensation comasititanother entity during the fiscal year ended
December 31, 2009. None of our executive officess &w member of such Committee, or a director, oftar entity
during fiscal 2009. There were no transactions betwany member of the Nominating, CompensatiorSaock
Option Committee and the Company during the figealr ended December 31, 2009 requiring disclosurguant
to Item 404 of Regulation S-K promulgated underExehange Act.

Certain Relationships and Related Party Transactios

The Company’s Audit Committee is responsible foigwing and approving all related party transadtion
involving the Company and any director, executiffecer, other employee or family member thereofe udit
Committee does not have a formal written policyaihéets forth its policies and procedures with eesfo
reviewing a related party transaction. The Auditf@uttee, however, will not approve any transactiofess the
transaction is on terms comparable to those avaitabtunaffiliated third parties and have termssoeebly expected
to benefit the Company.

Mr. Barton D. Weisman, a director of the Compantiliviay 19, 2009, has an ownership interest inrtarsing
homes that have entered into service agreemertighétCompany. During the year ended December@®19,2hes
agreements resulted in gross revenues of approsiyrs3,525,000 to the Company (less than 1% oBthkpany’s
total revenues). Management believes that the tefreach of the transactions with the nursing hodestribed
herein are comparable to those available to uret#il third parties.

Mr. James Cook, the brother of Thomas Cook (a ttireaf the Company, as well as its President),dms
ownership interest in four nursing homes that tevered into service agreements with the CompauyinD the
year ended December 31, 2009, these agreemenligdesugross revenues of approximately $1,7001000e
Company (less than 1% of the Company’s total reggpDuring the year ended December 31, 2008, rttity ¢hat
owns these nursing homes filed for bankruptcy.deoadance with the Company’s policy of reservingsach, the
Company recorded a bad debt provision of $1,666i0@8 allowance for doubtful accounts. Such gris
accounts and notes receivable due to the Compa®yaif,000 (net of reserves).

Mr. Bryan McCartney, the brother of Daniel McCastr{€hairman of the Board and the Company’s Chief
Executive Officer) and Joseph McCartney (Divisiodale President and Director), is employed by tloenpany as
a Senior Vice President. Bryan McCartney’s compgmsaarned as salary from the Company during ffigear
2009 was approximately $593,000. Additionally, BrjMcCartney earned compensation of approximateBGD
and $15,000 from the value realized on Deferred @amation Plan contributions made on his behathby
Company and his participation in the Company’s Emeé Stock Purchase Plan, respectively. All of such
compensation earned by Bryan McCartney is in a@ore with the Company’s compensation plan for all
management personnel in similar positions.

Mr. Kevin McCartney, the brother of Daniel McCarngrend Joseph McCartney, is employed by the Company
as a Divisional Vice President. Kevin McCartney®npensation earned from the Company during fiseat 2009
was approximately $152,000. Additionally, Kevin Max@hey earned compensation of approximately $3z000
$2,000 from the value realized on Deferred Comprs#&lan contributions made on his behalf by tloen@any
and his participation in the Company’s Employeeckteurchase Plan. All of such compensation eargegteyin
McCartney is in accordance with the Company’s camspéon plan for all management personnel in simila
positions.

Mr. Timothy McCartney, Esq., the brother of DariétCartney and Joseph McCartney, is employed by the
Company as a Corporate Counsel. Timothy McCartneyspensation earned from the Company during figeat
2009 was approximately $191,000. Additionally, TtmoMcCartney earned compensation of approxim&i2|p0C
and $3,000 from the value realized on Deferred Gamaation Plan contributions made on his behalhby t
Company and his participation in the Company’s Emeé Stock Purchase Plan. Management believeththat
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compensation earned by Timothy McCartney is comparn®m the compensation the Company would payrtora
relative employee in a similar position.

Mr. Stephen Newns, the brother-in-law of Daniel Mciiey and Joseph McCartney, is employed by the
Company as a Regional Manager. Mr. Newns’ compemsatrned from the Company during fiscal year 2089
approximately $126,000 (of which approximately $28), represents the value realized on the exer€ismak
options). Additionally, Mr. Newns earned compermanf approximately $2,000 and $1,000 from the eakalized
on Deferred Compensation Plan contributions madei®behalf by the Company and his participatiothi
Company’s Employee Stock Purchase Plan. All of ssarhpensation earned by Mr. Newns is in accordavitte
the Company’s compensation plan for all managemergonnel in similar positions.

Procedures for Contacting Directors

The Board of Directors has established a processhimreholders to send communications to the Bofrd
Directors. Shareholders may communicate with thar8generally or a specific director at any timeaiting to:
Healthcare Services Group, Inc., 3220 Tillman Drisrite 300, Bensalem, PA 19020, Attention: InveRtelations
The Company reviews all messages received, andafdsrany message that reasonably appears to be a
communication from a shareholder about a mattshafeholder interest that is intended for commuiunao the
Board of Directors. Communications are sent as ssgpracticable to the director to whom they adresked, or if
addressed to the Board of Directors generallyh¢ochairman of the Nominating, Compensation andkS@ption
Committee. Because other appropriate avenues ofncmrcation exist for matters that are not of shaiedr
interest, such as general business complaints plogme grievances, communications that do notedtatatters c
shareholder interest are not forwarded to the Bo&mirectors.

PROPOSAL NO. 2
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The accounting firm of Grant Thornton LLP was stdddoy the Audit Committee of the Board as the
Independent Auditors of the Company for the fisedr ending December 31, 2009. Said firm has neroth
relationship to the Company. The Board recommehnesdtification of the selection of the firm of Gta hornton
LLP to serve as the Independent Auditors of the @amy for the year ending December 31, 2010. A ssprtive
of Grant Thornton LLP, which has served as the Comgs Independent Auditors since December 1992 bail
present at the forthcoming shareholders’ meetin thie opportunity to make a statement if he siréesnd such
representative will be available to respond to appate questions. The approval of the proposedtify the
appointment of Grant Thornton LLP requires theraféitive vote of a majority of the votes cast byshlhreholders
represented and entitled to vote thereon. An abistear withholding of authority to vote, thereforeill not have
the same legal effect as an “against” vote andmaitlbe counted in determining whether the propbaalreceived
the required shareholder vote. However, brokersdbanot receive instructions on this proposaleartitied to vote
for the selection of the independent registeredipalccounting firm.

Fees billed to Company by Grant Thornton LLP dufisgal year 2009:

Audit Fees: Audit fees billed to the Company by @&rahornton LLP during the Company’s 2009 fiscahye
and 2008 fiscal year for audit of the Company’suairiinancial statements, reviews of those findnsti@ements
included in the Company’s quarterly reports on FAG¥Q, and auditing of the Company’s internal colstover
financial reporting totaled approximately $734,@0@ $696,000, respectively.

Audit Related Fees: Audit related fees billed te @ompany by Grant Thornton LLP were approximately
$34,000 and $35,000 in the Company’s 2009 and #8068| years, respectively. Such fees were priméoit
assurance and related services related to emphmyesfit plan audits, and special procedures reduoeneet
certain regulatory filings’ requirements.

Tax Fees: Tax fees billed by Grant Thornton LLPtéor compliance, tax advice and tax planning totale
approximately $18,000 and $24,000 for the 20092068 fiscal years, respectively.
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All Other Fees: There were no other fees billetheoCompany by Grant Thornton LLP in either the 2060
2008 fiscal years

OTHER MATTERS

So far as is now known, there is no business dttzar that described above to be presented forrabtidghe
shareholders at the meeting, but it is intendetittireaproxies will be exercised upon any other eratand proposals
that may legally come before the meeting, or ajguadment or postponement thereof, in accordante the
discretion of the persons named therein.

DEADLINE FOR SHAREHOLDER PROPOSALS

To the extent permitted by law, any shareholdepgsal intended for presentation at next year's ahnu

shareholders’ meeting must be received in propen fit the Company’s principal office no later tHa@cember 6,
2010.

In accordance with and to the extent covered by Rdh-4(c)(1) of the Exchange Act, if the Compangat
notified of a shareholder proposal by February2Dd,1, such proposal will not be included in thexgrstatement

for the next year’s annual shareholders’ meetirjthe Company will be permitted to use its disoredry authority
in respect thereof.
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ANNUAL REPORT

The 2009 Annual Report to Shareholders, includingrfcial statements, is being mailed herewitholi o no
receive your copy, please advise the Company aothenwill be sent to you. Certain information cined in our
Annual Report on Form 10-K for the year ended Ddman31, 2009, filed on February 16, 2010, is incoaged by
reference to this proxy statement.

By Order of the Board of Directors,
DANIEL P. McCARTNEY
Chairman and
Chief Executive Officer

Dated: Bensalem, Pennsylvan
April 5, 2010

A copy of the Company’s Annual Report on Form 1@sKthe fiscal year ended December 31, 2009, ed fil
with the Securities and Exchange Commission, maghbained without charge by any shareholder ofneton the
record date upon written request addressed toetygr Healthcare Services Group, Inc., 3220 Tilirbaive,
Suite 300, Bensalem, PA 19020 or by visiting thenpany’s website at www.hcsgcorp.com.
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ANNUAL MEETING OF SHAREHOLDERS OF

HEALTHCARE SERVICES GROUP, INC.

Important N
5

The proxy

May 25, 2010

otice Regarding the Availability of Proxy Materials for the
tockholders meeting to be held on May 25, 2010
statement and annual report to shareholders are available

under “2010 Proxy Materials" at www. proxydocs.com/hesg

Please sign, date and mail
your proxy card in the
envelope provided as soon
as possible.

+ Flease detach and mal in the envelops orovides +

Il :c0730000000000000000 5 052510

PLEASE SIGM, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARE YOUR VOTE IN BLUE OR BLACK IMNK AS SHOWN HERE m

1. TO ELECT SEVEN DIRE

CTORS;

NOKMMEES:

|:| FORALLHOMINEES
(]

WITHHOLD AUTHORITY
FORALLHOMINEES ¢

L]

FORBILEXCERT ¢

|Ge= neinsctions b low) =

METRUCTIONS: To wihhold auiextly o volelorany ndkdesl nominsss), mak “FOR ALLEXCEPT™
anil 11 I tha chcke nect 1o sach nomines Yol wish 1o wibhol, &= shown hare: il

Danizl P. McCartney
Joseph F. MeCartney
Robert L. Frome
Thomas A, Cook
Robert J. Moss

John M. Briggs

Dino D. Ottaviano

FOR SEANST AE3TaN
2. To approve and ratify the selection of Grant Thornton |:| |:| |:|
LLP as the independent registered public accounting
firm of the Company for its current fiscal year ending
December 31, 2010.

3. To consider and act upon such other business as may properly
come before the meeting and any adjournment or postponment.

nacale vour new @ddress In the address space abtove. Please ndle that

To change the agdress on your account, please check the box at fght and
changes o the reglstersd name(s) on the account may not be submitted via D

1his method.

Elgnaturs of Sharehaolcer

Dtz Signature of Sharehoider Deabe:

Nota: Pimass sign exachy as your name of Rames appear on Tis Prony. 'Waen shares ans heid joindy, each holder szould sign.  Whea signisg as executer, adminisiraior, attoeney, Testes or peardan, pleess give fu
- thi= as such. ¥ the sipaer ks @ carporation, please sign full cosparats name by duly asthorzed atfces, giving Tul e a5 seck. Fsigrer s & pasnesship, please 5ign In gartrership name by authorized persan. -
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HEALTHCARE SERVICES GROUP, INC.

PROXY
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD AT
THE RADISSON HOTEL PHILADELPHIA NORTHEAST,
2400 OLD LINCOLN HIGHWAY, TREVOSE, PA 19053 ON MAY 25, 2010 AT 10:00 A.M.

The undersigned, revoking all previous proxies, hereby appoints Daniel P. McCartney and Thomas A.
Cook or either of them, attorneys and proxies with full power of substitution and with all the powers the
undersigned would possess if personally present, to vote all shares of HEALTHCARE SERVICES GROUF,
IMC. owned by the undersigned at the Annual Meeting of Shareholders of said corporation to be held at
the place set forth above, and at any adjournment or postponement thereof, in the transaction of such business as
may properly come before the meeting or any adjournment or postponement thereof, all as more fully
described in the Proxy Statement, and particularly to vote as designated on the reverse side.

THE SHARES REPRESENTED HEREBY WILL BE VOTED AS DIRECTED BY THIS PROXY. IF NO
DIRECTION IS MADE THEY WILL BE VOTED FOR THE ELECTION OF THE NOMINATED DIRECTORS
AND FOR RATIFICATION OF THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM, ALL AS

RECOMMENDED IN THE PROXY STATEMENT, AND IN ACCORDANCE WITH THE DISCRETION OF THE
FROXIES OR PROXY ON ANY OTHER BUSINESS TRANSACTED AT THE ANNUAL MEETING.

(Continued and to be signed on the reverse side.)
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