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April 3, 2009
Dear Shareholder,

It is my pleasure to invite you to attend our 2@0thual Meeting of Shareholders on May 14, 2009e Trteeting will be held at 8:00 a.m. at
our offices located at 1170 Peachtree Street NE:l6or, Atlanta, Georgia 30309.

The attached Notice of 2009 Annual Meeting of Shalders and Proxy Statement describe the formahess to be conducted at the
meeting. Whether or not you plan to attend theushiMeeting, your shares can be represented ifpyomnptly submit your voting instructions by
telephone, over the internet, or by completingpisig, dating, and returning your proxy card in émelosed envelope.

On behalf of the Board of Directors and managemé@arter’s, Inc., thank you for your continued pag and investment in Carter's.

Sincerely,

xl

Michael D. Casey
Chief Executive Officer




1170 Peachtree Street NE, Suite 900
Atlanta, Georgia 30309
Tel: (404) 745-2700
Fax: (404) 892-3079

NOTICE OF 2009 ANNUAL MEETING OF SHAREHOLDERS

Notice is hereby given that the 2009 Annual Meetih@hareholders of Carter’s, Inc. (the “Annual Meg") will be held at 8:00 a.m. on
May 14, 2009 at our offices located at 1170 PeaehBtreet NE, 6th Floor, Atlanta, Georgia 30309th& Annual Meeting, we will address all
business that may properly come before the meatidgvote on the following matters:

1. The election of three Class Il Directo
2. The approval of the Compa’s Amended and Restated 2003 Equity Incentive Rlad

3. The ratification of the appointment of PricewatarbeCoopers LLP as the Companindependent registered public accounting firn
fiscal 2009.

Shareholders of record at the close of busineddach 27, 2009 are entitled to receive notice t&ral, and vote at the Annual
Meeting. Your vote is very important. Whethemot you plan to attend the Annual Meeting, to eaghat your shares are represented at the
Annual Meeting, please complete, sign, date, andmehe proxy card in the envelope provided omsitiyour voting instructions by telephone or
over the internet.

If you plan to attend the Annual Meeting and aregistered shareholder, please bring the invitaitecched to your proxy card. If your
shares are registered in the name of a bank orlyoleer, please bring your bank or brokerage statgshowing your beneficial ownership with
you to the Annual Meeting or request an invitatigrwriting to me at the address set forth above.

Important Notice Regarding the Availability of Proxy Materials for the
2009 Annual Meeting of Shareholders of Carter’s, Ino. to be held on May 14, 2009:
The proxy materials and the Annual Report to Shareblders are available at www.carters.com.

By order of the Board of Directors,

xl

Brendan M. Gibbons

Vice President, General Counsel, and Secretary
Atlanta, Georgia

April 3, 2009
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GENERAL INFORMATION ABOUT THE PROXY MATERIALS AND T HE ANNUAL MEETING

Why am | receiving this proxy statement?

The Board of Directors of Carter’s, Inc. (“we,” ju8our,” “Carter’s,” or the “Company”) is solicitig proxies for our 2009 Annual Meeting
of Shareholders on May 14, 2009 (the “Annual Meagfin This proxy statement and accompanying proxy cagdbaimg mailed on or about April
2009 to shareholders of record as of March 27, Z0@@ord date”).

You are receiving this proxy statement becauseoyaned shares of Carter's common stock on the redatel and are therefore entitled to
vote at the Annual Meeting. By use of a proxy, gan vote regardless of whether or not you atteaddnnual Meeting. This proxy statement
provides information on the matters on which thenpany’s Board of Directors (the “Board”) would likeu to vote so that you can make an
informed decision.

What is the purpose of the Annual Meeting?

The purpose of the Annual Meeting is for our shalédrs to address all business that may properyedoefore the meeting and to vote on
the following matters:

1. The election of three Class Il Directors (see pag:
2. The approval of the Compa’'s Amended and Restated 2003 Equity Incentive Rhea” Plar”) (see page 32); ar

3. The ratification of the appointment of Pricewaterb@Coopers LLP (“PwC”) as the Compamyiidependent registered public accour
firm for fiscal 2009 (see page 3!

Who is asking for my vote?
The Company is soliciting your proxy on behalfloé Board. The Company is paying for the costhisfgolicitation and proxy statement.

Who can attend the Annual Meeting?

All shareholders of record, or their duly appoinpedxies, may attend the Annual Meeting. As ofrénord date, there were 56,667,490
shares of common stock issued and outstanding.

What are my voting rights?
Each share of common stock is entitled to one wnteach matter submitted to shareholders at theidrivieeting.
What is the difference between holding shares ashareholder of record and as a beneficial owner?

If your shares are registered directly in your namith the Company’s transfer agent, American Sto@nsfer and Trust Company, you are
considered the shareholder of record for theseeshaks the shareholder of record, you have the t@grant your voting proxy directly to persons
listed on your proxy card or vote in person atAmeual Meeting.

If your shares are held in a brokerage accouny@mother nominee, you are considered the benkfiaiaer of shares held “in street name.”
These proxy materials are being forwarded to ygetiver with a voting instruction card. As a betiafiowner, you have the right to direct your
broker, trustee, or nominee how to vote, and yeuaiso invited to attend the Annual Meeting. Baseayou are a beneficial owner and not the
shareholder of record, you may not vote your shiareerson at the Annual Meeting unless you okddilegal proxy” from the broker, trustee, or
nominee that holds your shares. Your broker, éejsbr nominee should have enclosed or providetttitins for you to use to instruct the broker,
trustee, or nominee how to vote your shares.

If the brokers do not receive timely instructionsnfi the beneficial owner regarding how the benafiocivner wants the shares voted, brokers
holding shares of record for a beneficial ownerehdiscretionary authority to vote on Proposal Nuntee, Proposal Number Two, and Proposal
Number Three




What are my choices when voting on the electiorGdéss Il Directors, and what vote is needed to@léhe Director nominees?
In voting on the election of Class Il Directorg@Posal Number One), shareholders may:
1. vote for all nominees,
2. vote to withhold authority for all nominees, or
3. vote for all nominees, except specific nominees
The three nominees for election as Class Il Doectvho receive the greatest number of votes wiktlected as Class Il Directors. Votes
that are withheld will be counted toward a quorbnt, will be excluded entirely from the tabulatiofvotes for each nominee, and, therefore, will
not affect the outcome of the vote on this Proposal
What are my choices when voting on whether to apgdhe Plan, and what vote is required to approle Plan?
In voting on the Plan (Proposal Number Two), shaldgdrs may:
1. vote for the Plan,
2. vote against the Plan, or
3. abstain from voting on the Plan.
The approval of Proposal Number Two requires tffienadtive vote of the holders of a majority of thieares of common stock present or
represented at the meeting and voted on the Priopiodee Annual Meeting. Votes to abstain willdminted toward a quorum, but will be excluded

entirely from the tabulation of votes for this Pospl, and, therefore, will not affect the outcorhéhe vote on this Proposal.

What are my choices when voting on the ratificatiofithe appointment of PwC as the Company’s indegent registered public accounting firm
for fiscal 20097?

In voting on the ratification of PwC (Proposal NuenThree), shareholders may:
1. vote for ratifying PwC'’s appointment,
2. vote against ratifying PwC'’s appointment, or
3. abstain from voting on ratifying PwC’s appoiletmt.

The approval of Proposal Number Three requirestfienative vote of the holders of a majority obthhares of common stock present or
represented at the meeting and voted on the Priogiottee Annual Meeting. Votes to abstain willdminted toward a quorum, but will be excluded
entirely from the tabulation of votes for this Pospl, and, therefore, will not affect the outcorhéhe vote on this Proposal.

What constitutes a quorum?

A quorum is the minimum number of shares requiceblet present to transact business at the AnnuaidgeePursuant to the Company’s by-
laws, the presence at the Annual Meeting, in perspmproxy, or by remote communication, of the leofdof at least a majority of the shares ent
to be voted will constitute a quorum. Broker nates will be counted as shares that are presdin¢ ameeting for purposes of determining a
quorum. If a quorum is not present, the meetirighei adjourned until a quorum is obtained.

How does the Board recommend that | voi

Unless you give instructions on your proxy caré, persons named as proxy holders on the proxyweiirdote in accordance with the
recommendations of the Board. The Board recommanadge:

FOR the election of the nominees for Class Il Direst@roposal Number One);
FOR the approval of the Plan (Proposal Number Two); and

FOR the ratification of the appointment of PwC (Propgdsamber Three).




How do | vote?

If you are a shareholder of record, you may voteria of four ways. First, you may vote by maildigning, dating, and mailing your proxy
card in the enclosed envelope. Second, you mayikgierson at the Annual Meeting. Third, you naate over the internet by completing the
voting instruction form found at www.proxyvote.confou will need your proxy card when voting ovee thternet. Fourth, you may vote by
telephone by using a touch-tone telephone andgalli800-690-6903 and following the instructions.

If your shares are held in a brokerage accouny@mother nominee, these proxy materials are Heingarded to you together with a voting
instruction card. Follow the instructions on thaging instruction card in order to vote your shdggproxy or in person.

Can | change my vote after | return my proxy card?

Yes. Even after you have submitted your proxy cgod may change your vote at any time before yooxy votes your shares by
submitting written notice of revocation to BrenddnGibbons, Vice President, General Counsel, arole®ary of Carter’s, Inc., at the Company’s
address set forth in the Notice of the Annual Megtor by submitting another proxy card bearingtarldate. Alternatively, if you have voted by
telephone or over the internet, you may change yote by calling 1-800-696903 and following the instructions. The powershef proxy holder
will be suspended if you attend the Annual Meetingerson, although attendance at the Annual Mgetitl not by itself revoke a previously
granted proxy. If you hold your shares throughraker or other custodian and would like to changeryoting instructions, please review the
directions provided to you by that broker or cusad

May | vote confidentially?

Yes. Our policy is to keep your individual votemiidential, except as appropriate to meet legairements, to allow for the tabulation and
certification of votes, or to facilitate proxy sttation.

Who will count the votes?

A representative of Broadridge Financial Solutidns, will count the votes and act as the inspegfa@lection for the Annual Meeting.
What happens if additional matters are presentedta Annual Meeting?

As of the date of this proxy statement, the Boardvks of no matters other than those set forth hetheit will be presented for determination
at the Annual Meeting. If, however, any other miatiproperly come before the Annual Meeting antifoak vote of shareholders, the Board
intends proxies to be voted in accordance withjudgment of the proxy holders.

Where can | find the voting results of the Annual é&ting?

We intend to announce preliminary voting resultthatAnnual Meeting and publish final results im quarterly report on Form 10-Q for the
second quarter of fiscal 2009.

How may | obtain information about the Compan

A copy of our fiscal 2008 Annual Report accompatiies proxy statement and is available on our welstiwww.carters.com. Shareholders
may also obtain a free copy of our Annual ReporForm 10-K by visiting our website or by sendingequest in writing to Mr. Gibbons at the
Company’s address set forth in the Notice of thausal Meeting.

When are shareholder proposals due for consideratio next year's proxy statement or at next yeaasnual meeting?

Any proposals to be considered for inclusion intnar’s proxy statement must be submitted in ngitio Mr. Gibbons at the Company’s
address set forth in the Notice of the Annual Megtprior to the close of business on Decembe0@92 There are additional requirements under
our by-laws and the proxy rules to present a prapascluding continuing to own a minimum numbersbfires of our stock until next year's annual
meeting and appearing in person at the annual ngetetiexplain your proposal. Shareholders who wisimake a proposal to be considered at next
year’s annual meeting, other than proposals tmbsidered for inclusion in next year’s proxy stagey must notify the Company in the same
manner specified above no earlier than Januard¥) and no later than February 13, 2010.




Who can help answer my questions?

If you have any questions about the Annual Meetingow to submit or revoke your proxy, or to reduesinvitation, contact Mr. Gibbons
the Company’s address set forth in the Notice efAhnual Meeting.

BOARD OF DIRECTORS AND CORPORATE GOVERNANCE INFORMA TION
Board of Directors

Bradley M. Bloombecame a Director in August 2001. Mr. Bloom is andging Director of Berkshire Partners LLC, (“Bérks Partners”)
which he co-founded in 1986. He is or has beeineztbr of several of Berkshire Partners’ consuaret retailing companies. Mr. Bloom is a
current director of Bare Escentuals, Inc., CitizehBlumanity Holding Company LLC, and Gordon Brath&roup, and a former director of Aco
Inc., Sterling, Inc., America’s Best Contacts any@glasses, L.P., and Miami Cruiseline Services gkll.B.V.

Michael D. Caseypecame a director in August 2008. Mr. Casey joitedCompany in 1993 as Vice President-Finance. Qdsey was
named Senior Vice President-Finance in 1997, Sé&fiaa President and Chief Financial Officer in 198&ecutive Vice President and Chief
Financial Officer in 2003, and Chief Executive ©fi on August 1, 2008. Prior to joining the Compavir. Casey was a Senior Manager with
Price Waterhouse LLP, predecessor to Pricewatee@nepers LLP.

A. Bruce Cleverlypecame a Director in March 2008. Mr. Cleverlynaias President of Global Oral Care from Proct&anble
Company/The Gillette Company in September 200asitipn he held since 2005. Mr. Cleverly joineceTaillette Company in 1975 as a
Marketing Assistant and held positions of incregsesponsibility in product management. In 200L, ®everly became President of Gillette's
worldwide Oral Care business. In October 2005, Gleverly was elected President of The Procter &6la Company’s Global Oral Care
division. Mr. Cleverly is a director of Rain Bif@orporation and a member of the Board of FellowthefHarvard School of Dental Medicine.

Paul Fulton became a Director in May 2002. Mr. Fulton retiesdPresident of Sara Lee Corporation in 1993 aftending 34 years with
the company. He is currently non-Executive Chairrofithe Board of Bassett Furniture Industries, Bm Premier Commercial Bank. Mr. Fulton
was previously a director at Bank of America Cogtimn, where he served from 1993 to 2007; Lowe’m@anies, Inc., where he served from 1996
to 2007; and Sonoco Products Company, Inc., whesehved from 1989 to 2005.

William J. Montgoris became a Director in August 2007. Mr. Montgoriireel as Chief Operating Officer of The Bear Stsabompanies,
Inc. in 1999, a position he held since August 198Aile at Bear Stearns, Mr. Montgoris also ser@edhe company’s Chief Financial Officer from
April 1987 until October 1996. Mr. Montgoris isreently a director of Stage Stores, Inc. and Offié@x Incorporated.

David Pulverbecame a Director in January 2002. Mr. Pulverlieen a private investor for more than 25 yearsiatite President of
Cornerstone Capital, Inc. Mr. Pulver is a curidintctor of Hearst-Argyle Television, Inc., where lmas served since August of 1997. Mr. Pulver
was a founder of The Children’s Place, Inc., amdexas its Chairman and Co-Chief Executive Offioetil 1982.

John R. Welchbecame a Director in February 2003. Mr. Welchredtias President of Mast Industries (Far East)ibtéypril 2002 after
spending 18 years with the company. Mr. Welch atswed as Executive Vice President of Operatibigaanaco Knitwear, a division of
Warnaco, Inc. from August 1978 to December 1983. Welch is currently a director of Brandot Intetinaal Ltd.

Thomas E. Whiddorbecame a Director in August 2003. Mr. Whiddonreetias Executive Vice President-Logistics and Teldgy of
Lowe’s Companies, Inc. in March 2003, a positiorhbll since 2000. From 1996 to 2000, Mr. Whidderved as Lowe’s Chief Financial
Officer. Since his retirement, Mr. Whiddon has kext as a consultant, serving various companiegdolgive capacities on an interim
basis. Mr. Whiddon is currently a director of Soad’roducts Company, Inc. and of Dollar Tree Stdres Mr. Whiddon has been an Advisory
Director of Berkshire Partners since October 20@h @reviously served as a director of Bare Escéstlzc.

Board Meetings

Our Corporate Governance Principles require Carterhave at least four regularly scheduled Boagdtings each year, and each Directc
expected to attend each meeting. The Board metifives during fiscal 2008. In fiscal 2008, nodgior participated in less than 75% of the
aggregate number of all of the Board and applicebiemittee meetings. Although the Company doe$awé a policy regarding Director
attendance at annual meetings, each Director atetihde Company’s annual meeting in fiscal 2008.

Our Board has delegated the responsibilityetfing the agendas and preparing materials foEtdmpany’s Board meetings to Mr. Casey.
4




Executive Session

Executive sessions of non-management Directorbeltkat least four times a year, and executiveé@esef independent, non-management
Directors are held at least once a year. Any nanagement Director can request that an additiomaugive session be scheduled. The Chairman
of the Nominating and Corporate Governance Comajittarrently Mr. Welch, has been chosen to be tasiging Director at the executive
sessions of non-management Directors (the “Preagidirector”).

Board Committee:

Our Board has a standing Audit Committee, a Comgt@rs Committee, and a Nominating and Corporated@mnce Committee. The
Board may also establish other committees to assike discharge of its responsibilities. Forrepde, in June 2008, the Board established a
Transition Committee, chaired by Mr. Cleverly, sst our Chief Executive Officer in the transitiato his new role.

The current members of each Board committee anduh®er of committee meetings held during fisc&l®@re listed below.
Nominating and

Corporate

Audit Compensatior Governance
Name of Director Committee Committee Committee
Bradley M. Bloom X
A. Bruce Cleverly X
Paul Fultor X *
William J. Montgoris X
David Pulver X *
John R. Welct X X *
Thomas E. Whiddo X X
Number of Meetings in Fiscal 200¢ 8 6 4

* Chairmar

Audit Committee
The primary responsibilities of the Audit Commitieelude:

« oversight of the quality and integrity of the colidated financial statements, including the accmgtauditing, and reporting practices
of the Company

« oversight of the Company’s internal control ovesaficial reporting;

« appointment of the independent registered publboaating firm and oversight of its performance Juiing its qualifications and
independence

« oversight of the Company’s compliance with legal asgulatory requirements; and
« oversight of the performance of the Company’s imtéaudit function.

The Audit Committee operates pursuant to a writtearter that addresses the requirements of theY¢elvStock Exchange’s (“NYSE”)
listing standards. The charter is available onveelpsite at www.carters.conor in print by contacting Brendan M. Gibbons, Vigesident,
General Counsel, and Secretary of Carter’s, In¢heaCompany’s address set forth in the NoticthefAnnual Meeting. The Board has determined
that each member of the Audit Committee is indepahdnd meets the financial literacy requiremeeatgasth in the NYSES listing standards. TI
Board has also determined that each member of til £ommittee is an “audit committee financial exf) as defined by the Securities and
Exchange Commission (“SEC”).

The Audit Committee Report is included in this pretatement on page 37.




Compensation Committee
The primary responsibilities of the Compensatiom@uttee include:

« establishing the Company’s philosophy, policies] stnategy relative to executive compensationpiticlg the mix of base salary and
shor-term and lon-term incentive compensation within the contexttafesd guidelines for compensation relative to peenpanies

« evaluating the performance of the Chief Executific@r and other executive officers relative to eped performance goals and
objectives;

« setting the compensation of the Chief Executived®ffand other executive officers based upon atuatian of their performance;

« assisting the Board in developing and evaluatinglichates for key executive positions and ensuriagaession plan is in place for !
Chief Executive Officer and other executive offige

« evaluating compensation plans, policies, and prograith respect to the Chief Executive Officer,estexecutive officers, and non-
management Director

« monitoring and evaluating benefit programs for@wmmpany’s Chief Executive Officer and other exaaubfficers; and

« producing an annual report on executive compensé&ioinclusion in the Company’s annual proxy staat. This years
Compensation Committee Report is included in thisxp statement on page 2

The Compensation Committee operates pursuant tittemcharter that addresses the requirementseoNY SE’s listing standards. The
charter is available on our website at www.carters. or in print by contacting Brendan M. Gibbon&eé/President, General Counsel, and
Secretary of Carter’s, Inc., at the Company’s askleet forth in the Notice of the Annual Meetifihe Board has determined that each member of
the Compensation Committee is independent.

Compensation Committee Interlocks and Insider Paitiation

None of the members of our Compensation Committearsgy during fiscal 2008 has been an officer tieoemployee of the
Company. None of our executive officers has seased member of the board of directors or compEmsabmmittee of any entity that has one or
more executive officers serving on our Board or@oenpensation Committee.

Nominating and Corporate Governance Committ
The primary responsibilities of the Nominating a&akporate Governance Committee include:

« identifying and recommending candidates qualifiedécome Board members;
« recommending Directors for appointment to Board @uttees; and

« developing and recommending to the Board a sebigfacate governance principles and monitoring they@any’s compliance with
and effectiveness of such principl

The Nominating and Corporate Governance Commitpeeades pursuant to a written charter that addsebserequirements of the NYSE'’s
listing standards. The charter is available onveelnsite at www.carters.conor in print by contacting Brendan M. Gibbons, Vigesident,
General Counsel, and Secretary of Carter’s, In¢theaCompany’s address set forth in the NotickhefAnnual Meeting. The Board has determined
that each member of the Nominating and Corporatee@ance Committee is independent.

Consideration of Director Nominee

The Nominating and Corporate Governance Commitgalarly assesses the appropriateness of thefsize Board of Directors. In the
event that vacancies occur or are anticipatedCtmamittee will identify prospective nominees thaire to its attention through current Board
members, professional search firms, or shareholdieoshold more than 1% of our common stock. TharBdelieves that it is appropriate to limit
the group of shareholders who can propose nomihge$o time constraints on the Nominating and CatfgoGovernance Committee. The
Committee will consider persons recommended byettudders who hold more than 1% of our common sfockiclusion as nominees for election
to the Board if the names of such persons are steghid Brendan M. Gibbons, Vice President, Genéminsel, and Secretary of Carter’s, Inc., at
the Company’s address set forth in the Notice efAhnual Meeting. This submission must be maderiting and in accordance with our by-laws,
including mailing the submission in a timely maneed including the nominee’s name, address, anlifigaions for Board membership.




When evaluating a potential candidate for membprshithe Board, the Committee considers each catalgskills and experience and
assesses the needs of the Board and its comnattéiest point in time. In connection with this essment, the Committee will determine wheth
interview prospective nominees, and if warrantew; or more members of the Committee, and otheapg®priate, will interview prospective
nominees in person or by telephone. Once thisuatiah is completed, if warranted, the Committemnemends candidates to the Board for
nomination, and the Board determines whether otmetlect the nominees after considering the revendation of the Committee.

Interested Party Communication

A shareholder or other interested party may submititten communication to the Board, non-managerbéectors, or Presiding
Director. The submission must be delivered to BeenM. Gibbons, Vice President, General Counsel Sacretary of Carter’s, Inc., at the
Company’s address set forth in the Notice of thausal Meeting.

The Board, non-management Directors, or Presidingcibr may require the submitting shareholdewutmith such information as may be
reasonably required or deemed necessary to sultigieeview and consider the submission of suchiedi@der.

Each submission will be forwarded, without editorgalteration, to the Board, non-management Dirsctar Presiding Director, as
appropriate, on or prior to the next scheduled mgetf the Board. The Board, non-management Dirscor Presiding Director, as appropriate,
will determine, in their sole discretion, the methay which such submission will be reviewed andsidered.

Corporate Governance Principles and Code of Eth

Carter’s is committed to conducting its businesththie highest level of integrity and maintainihg highest standards of corporate
governance. Our Corporate Governance PrincipldoanCode of Business Ethics and Professional Gdratovide the structure within which ¢
Board and management operate the Company. The &orispCode of Business Ethics and Professional Gotraepplies to all Directors and
Company employees, including the Company’s exeeudfficers. Our Corporate Governance Principlas@ode of Business Ethics and
Professional Conduct are available on the Compamglssite at www.carters.conor in print by contacting Brendan M. Gibbons, VResident,
General Counsel, and Secretary of Carter’s, Ih¢theaCompany’s address set forth in the NotickhefAnnual Meeting.

Director Independenci

The Company’s Corporate Governance Principles requmajority of the Company’s Directors to be ipeledent. For a Director to be
considered independent, the Board must determatetie Director has no direct or indirect materéddtionship with Cartes. The Board conside
all relevant information provided by each Direategarding any relationships each Director may veitte Carter’s or management. To assist it in
making such independence determinations, the Buasastablished the following independence testhnaddress all the specific independence
tests of the NYSE's listing standards. A Direatdlt not be considered independent if:

« the Director is, or within the last three years basn, employed by the Company; or an immediatéyfamember of the Director is, or
within the last three years has been, employed axecutive officer of the Compar

« the Director, or an immediate family member of Bieector, has received, during any twelve-monthqeewithin the last three years,
direct compensation from the Company exceeding $020 other than Director or committee fees andsjoenor other forms of
deferred compensation for prior service (providechscompensation is not contingent in any way ontinaed service)

« (@) the Director, or an immediate family membetiaf Director, is a current partner of a firm thatlfie Company’s internal auditor or
independent registered public accounting firm;tiig) Director is a current employee of such a fifohthe Director has an immediate
family member who is a current employee of sucina &nd who participates in the firm’s audit, asswe, or tax compliance (but not
tax planning) practice; or (d) the Director, oriammediate family member of the Director, was, witltie last three years (but is no
longer), a partner or employee of such a firm amdgnally worked on the Comp¢'s audit within that time




« the Director, or an immediate family member of Bigector, is, or within the last three years hashemployed as an executive offi
of another company where any of the Comj's present executive officers serve or served drctirapan’s compensation committe

« the Director is a current employee, or has an imatedamily member who is an executive officeraobther company that has made
payments to, or receives payments from, the Comfrargroperty or services in an amount which, iy ahthe last three fiscal years,
exceeds the greater of $1.0 million, or 2%, of soitter compar’s consolidated gross revenu

« the Director, or an immediate family member of Beector, is, or within the last three years hashemployed by a company that has
a director who is an officer of the Compa

« the Director serves as an officer, director, ostiee, or as a member of a fund raising organizati@ommittee of a not-foprofit entity
to which the Company made, in any of the last tfismal years, contributions in excess of the greaf (i) $50,000, or (ii) 2% of the
gross annual revenues or charitable receipts &f sntity; or

« the Director is, or within the last three years basn, an executive officer of another companyithaidebted to the Company, or to
which the Company is indebted, and the total amotiatther company’s indebtedness to the otheredsd % of the total consolidated
assets of such compar

Applying these standards, the Board has determtratchll of our non-management Directors are inddpat. In the course of making these
determinations, the Board considered the following:

« Mr. Bloom’s status as a director of Gordon Broth@reup. From June 2006 to May 2007, the Compangenpayments totaling
$151,061 to Gordon Brothers Group. Because MroBlis not an employee of Gordon Brothers GroupBibard determined that he
does not fail to meet the independence tests labede, and does not otherwise have a materiagiaeship with the Compan




PROPOSAL NUMBER ONE

ELECTION OF CLASS Il DIRECTORS

The Board proposes that the three Class Il Direntoninees be re-elected to the Board to servé20it2. The Compang’'Board is divide
into three classes with each Director serving edtyear term or until his or her earlier resigmatideath, or removal. In addition to the three
Class lll nominees, the Company'’s current Clagwl @lass Il Directors are listed below. Each namiourrently serves as a Class Il Director.

Class Ill Nominees—Terms Expiring at the Annual Meeting

Name Age
Paul

Fulton 74
John R.

Welch 77
Thomas E.

Whiddon 56

The individuals who will continue to serve as Claasd Class Il Directors after the Annual Meetarg:

Class | Directors—Terms Expiring in 2010

Name Age

William J.

Montgoris 62

David

Pulver 67
Class Il Directors—Terms Expiring in 2011

Name Age

Bradley M.

Bloom 56

Michael D.

Casey 48

A. Bruce

Cleverly 63

The Board recommends a vote FOR the election of PhEulton, John R. Welch, and Thomas E. Whiddon as [@ss Il Directors.

Vote Required

The three nominees for election as Class Il Doectvho receive the greatest number of votes wiktlected as Class Il Directors. Votes
may be cast in favor of all nominees, withhelddtbmominees, or for all nominees, except specifiminees. Votes that are withheld will be
counted toward a quorum, but will be excluded ehtifrom the tabulation of votes for each nomiree&d, therefore, will not affect the outcome of
the vote on this Proposal. Proxies that are gdantthout providing voting instructions will be \vet FOR the election of the three Class lli

Director nominees.




COMPENSATION OF DIRECTORS

Each of our non-management Directors receives anametainer and meeting fees, and each comn@tt@éman receives a separate
retainer. In fiscal 2008, each Director’s anneghiner was comprised of a $20,000 cash paymecegpéfor Mr. Cleverly who received a pro-rated
amount upon joining the Board in March 2008, ampleant of our common stock valued at approximaté&,800. Effective at the Annual Meeting,
the equity portion of our Directors’ annual retaiméll be increased to $100,000. Each Directop akceived meeting fees of $2,500 for each
regularly scheduled Board meeting, $1,000 for espeitial Board meeting, and $1,000 for each regusatieduled or special meeting of our
standing Board committees. In addition, for megtiof our Transition Committee held in connectiathwur Board or standing Board committee
meetings, or Transition Committee meetings helepiebnically, each Director received meeting feedlgh00. For special, in-person meetings of
our Transition Committee, our Directors receivecetimgy fees of $2,500.

In fiscal 2008, the Chairman of our Audit Committeeeived a $20,000 retainer, and the Chairmemon€ompensation, Nominating and
Corporate Governance, and Transition Committeels eaxeived $10,000 retainers. In addition, asva men-management Director, Mr. Cleverly
was granted a one-time grant of restricted comntacksvalued at approximately $100,000. This rettd stock “cliff vests” after three years
following the date of grant.

We reimburse Directors for travel expenses incumezbnnection with attending Board and committesetings and for other expenses
incurred while conducting Company business. Wermmagdditional compensation to Mr. Casey for sendn a Director. There are no family
relationships among any of the Directors or ourcesee officers.

The following table provides information concernig compensation of our non-management Directorstal 2008.

FISCAL 2008 DIRECTOR COMPENSATION TABLE

Fees
Earned Stock
or Paid in Awards Option

Cash %) Awards Total
Name (b) (c) (%) (B
Bradley M. Bloom (a $ 31000 $ 90,000 $ - $ 121,00(
A. Bruce Cleverly $ 4950( $ 118,21Y(d) $ - $ 167,71
Paul Fultor $ 53,000 $ 90,00( $ == $ 143,00(
William J. Montgoris $ 39,000 $ 123,84i€) $ - $ 162,84¢
David Pulver $ 65000 $ 90,00( $ == $ 155,00(
Elizabeth A. Smith (f $ 35000 $ - % - $ 35,00(
John R. Welcl $ 50,00 $ 90,000 $ 71€(g) $ 140,71¢
Thomas E. Whiddo $ 43,000 $ 90,00( $ 11,234h) $ 144,23«

(a) All compensation earned by Mr. Bloom was paid tokBRire Partners
(b) This column reports the amount of cash compensagoned in fiscal 2008 through annual cash retsiaed meeting fee

(c) On May 8, 2008, we issued each of our non-managebiesctors 6,198 shares of common stock with aigdate fair value of $14.52 per
share.

(d) Upon joining the Board in March 2008, the Compassued Mr. Cleverly 6,481 shares of restricted statiich “cliff vest” in March
2011. These shares had a grant date fair val$2#3 per share. In accordance with Statemehrinaincial Accounting Standards
(“SFAS”) No. 123 (revised 2004), “Share-Based Payrh€ SFAS 123R"),we assume these shares will vest in March 201Tesutd the
related expense ratably over the vesting pe

(e) Upon joining the Board in August 2007, the Compesyed Mr. Montgoris 4,583 shares of restrictedlstavhich “cliff vest” in August
2010. These shares had a grant date fair vali21082 per share. In accordance with SFAS 123Rassame these shares will vest in
August 2010 and record the related expense ratafglythe vesting perior

(fH Ms. Smith resigned from the Board effective Decen#ide 2008

(@) On April 5, 2003, Mr. Welch was granted 16,000 ktoptions with an exercise price of $4.94 and aBi8choles fair value of
$1.54. The amount disclosed in this column eqtedsCompanys expense for such stock options in accordanceS®#HS 123R recorde
ratably over the vesting period through April 20

(h) On September 17, 2003, Mr. Whiddon was granted0D6sfock options with an exercise price of $6.98 amlack-Scholes fair value of
$4.88. The amount disclosed in this column eqgisCompanys expense for such stock options in accordanceS®#HS 123R recorde
ratably over the vesting period through SeptembéB:

For stock options, the SFAS 123R fair value is @alied based on assumptions summarized in Not®6rtaudited consolidated financial
statements which are included in our Annual ReporEorm 10K. For complete beneficial ownership informatidroar common stock for each
our Directors, see headi“ Securities Ownership of Beneficial Owners, Direst@nd Executive Office” on page 30
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EXECUTIVE OFFICERS’ BIOGRAPHICAL INFORMATION AND EX PERIENCE

The following table sets forth the name, age, avsitjpn of each of our executive officers as of dage of this proxy statement.

Name Age  Position

Michael D. Case! 48 Chief Executive Office

Joseph Pacific 59 Presiden

David A. Brown 51 Executive Vice President and Chief Operations @fi
James C. Peti 50 President of Retail Stort

Richard F. Westenberg 40 Executive Vice President and Chief Financial Offi
Charles E. Whetzel, J 58 Executive Vice President and Chief Sourcing Off

Michael D. Caseyoined the Company in 1993 as Vice President-Fiaardr. Casey was named Senior Vice President-E@man1997,
Senior Vice President and Chief Financial Officed 998, Executive Vice President and Chief Findr@féicer in 2003, and Chief Executive
Officer on August 1, 2008. Mr. Casey became addireon August 7, 2008. Prior to joining the CompaMr. Casey was a Senior Manager with
Price Waterhouse LLP, predecessor to Pricewatee@nspers LLP.

Joseph Pacificgoined the Company in 1992 as Executive Vice Peggicbales and Marketing. Mr. Pacifico was namex$iflent of
Marketing in 1997 and President of Carter’s, Imc2004. Mr. Pacifico began his career with VF @ogtion in 1981 as a sales representative for
The HD Lee Company, Inc. and was promoted to tisitipa of Vice President of Marketing in 1989, asition he held until 1992.

David A. Brownjoined the Company in 1992 as Senior Vice Presieisiness Planning and Administration. Mr. Browasmamed
Executive Vice President-Operations in 1997, aneddtive Vice President and Chief Operations Offine2005. Prior to 1992, Mr. Brown held
various positions at VF Corporation including Veeesident-Human Resources for both The HD Lee Cayppac. and Bassett-

Walker, Inc. Mr. Brown also held human resourcsitans with Blue Bell, Inc. and Milliken & Comparearlier in his career.

James C. Pettjoined the Company in 2007 as President of RetaileS. Prior to joining the Company, Mr. Pettyveet as President and
Chief Executive Officer of PureBeauty, Inc. from080to 2006. From 1997 to 2004, Mr. Petty heldaasipositions at Tween Brands, Inc.,
formerly Too, Inc., including President, Generalridger — Limited Too Division, Executive Vice Prasitli Stores and Real Estate; Senior Vice
President, Stores; and Vice President, Stores teéhiioo Division. Prior to 1997, Mr. Petty heldieas positions at Gap, Inc.

Richard F. Westenberggpined the Company in 2009 as Executive Vice Pergidnd Chief Financial Officer. Prior to joinitige
Company, Mr. Westenberger served as Vice Presafd@@brporate Finance and Treasurer of Hewitt Assgesi, Inc. from 2006 to 2008. Prior to
Hewitt, Mr. Westenberger was Senior Vice Presidamnt Chief Financial Officer of Land’s End, Incsgecialty apparel division of Sears Holdings
Corporation. During his ten years at Sears, Mrstéteberger held various other senior financial rgameent positions, including Vice President of
Corporate Planning and Analysis and Vice Presidémvestor Relations. Prior to Sears, Mr. Wesergbr was with Kraft Foods, Inc. He began
his career at Price Waterhouse LLP, predecesderi¢cewaterhouseCoopers LLP, and is a certifiedipatzicountant.

Charles E. Whetzel, Jijoined the Company in 1992 as Executive Vice Peggi®Dperations. Mr. Whetzel was named ExecutiveeVi
President-Manufacturing in 1997, Executive Vicestent-Global Sourcing in 2000, and Executive WReesident and Chief Sourcing Officer in
2005. Mr. Whetzel began his career at Aileen, imd.971 in the Quality function and was later pated to Vice President of Apparel. Following
Aileen, Inc., Mr. Whetzel held positions of incredsesponsibility with Health-Tex, Inc., Mast Inthisss, Inc., and Wellmade Industries, Inc. In
1988, Mr. Whetzel joined Bassett-Walker, Inc. arasvater promoted to Vice President of Manufactufor The HD Lee Company, Inc.
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COMPENSATION DISCUSSION AND ANALYSIS
Overview

This Compensation Discussion and Analysis, or CD&Antended to provide information regarding than@any’s executive compensation
program and practices. This CD&A covers a var@tiopics, including: the Company’s compensatioiigsophy regarding executive
compensation, the role of our Compensation Comaittesetting the compensation of our named exeewificers, and our executive
compensation decisions for fiscal 2008.

During fiscal 2008, the Company announced thatétiekl J. Rowan, |l was retiring as Chief Execut@®#icer and resigning his position as
Chairman of the Company’s Board of Directors, dffecAugust 1, 2008. The Company agreed to treatRdwan's retirement as a termination for
"good reason" under the terms of his employmergemgent. The Company also announced that Micha€bBey, the Company’s sitting Chief
Financial Officer, was being promoted to Chief Bxtee Officer effective August 1, 2008. In additidhe Board of Directors appointed Andrew
North, the sitting Vice President of Finance, toseeas interim Chief Financial Officer effective gust 1, 2008. On August 7, 2008, Mr. Casey
elected to the Comparg/Board of Directors. Richard F. Westenbergergdithe Company as Executive Vice President andf Emancial Officer
on January 19, 2009.

Compensation Philosophy

The Company is committed to achieving long-ternstainable growth and increasing shareholder vallie Company’s compensation
program for our named executive officers is dedigioesupport these objectives and encourage sfioagcial performance on an annual and long-
term basis by linking a significant portion of mamed executive officers’ total compensation to @any performance in the form of incentive
compensation. The principal elements of the corsgigon structure for our named executive officessich are discussed in more detail below, are
base salary, annual performance bonus, and equaipiives.

Together, we refer to these three elements asdn&adt compensation. In addition, the Companersfperquisites and other personal
benefits to our named executive officers. Our rdimeecutive officers may also receive special besuin recognition of special circumstances or
for superior performance.

The Company’s compensation philosophy is to sehauared executive officers’ compensation at leveds will attract, motivate, and retain
superior executive talent in a highly competitiverieonment. To be consistent with this philosoptyr Compensation Committee aims to set our
named executive officers’ total direct compensatietween the fiftieth and seventy-fifth percentiésompensation paid to similar executive
positions at companies in the Total Remuneratioweu(the “Retail Survey”) conducted by the Hay @Gvpan independent compensation
consultant engaged by our Compensation Committitle,maximum total direct compensation targetechimtop quartile if superior performance is
achieved. We also reference the proxy compensdttmof companies in our peer group.

The Retail Survey is comprised of approximately &6Mmpanies in the retail and wholesale industry @odides comparable compensation
information by controlling for differences in compes’ revenue size and the differences in the scopeesponsibility of different executives. Our
peer group is comprised of 14 companies in thel @tavholesale industries that primarily conduasiness in apparel or related accessories, have
revenues between $900 million and $3.8 billion fisnal 2008, our peer group was comprised of thlewing companies:

Abercrombie & Fitct Gymboree
Aeropostale J. Crew
American Eagle Oultfitter Oxford Industries
Chicc's Pacific Sunwea
The Childrer's Place Quicksilver
Coach Timberland
Coldwater Creel Tween Brand:
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Role of the Compensation Committ

Our Compensation Committee sets the total directpamsation of our named executive officers. Oun@ensation Committee also sets the
financial performance targets for our named exegeutificers’ annual performance bonuses and thipeance vesting terms for their equity
awards. Our Compensation Committee has engagédiatyh&roup to advise it on executive and direcompensation matters and provide the
Committee with data to benchmark the base salanya performance bonus, and long-term equity itieertompensation of our named executive
officers. The Hay Group serves at the directiothefCompensation Committee, and meets privatdly the Compensation Committee and witt
Chairman.

To maintain the effectiveness of our executive cengation program, and to keep it consistent withcompensation philosophy, our
Compensation Committee regularly reviews the reasiemess of our named executive officers’ comp@rsand compares it with compensation
data from the Retail Survey and our peer group.

In making compensation determinations for our namegtutive officers, our Compensation Committeagipally takes into account:
(i) the nature and scope of each off's responsibilities
(i) the Compan’s performance; ar
(iithe comparative compensation data of companideifRetail Survey and our peer gro
Our Compensation Committee also considers the memomdations of our Chief Executive Officer regardihg base salary, annual
performance bonus, and long-term equity incentdfesur named executive officers, other than himsaifaddition, our Chief Executive Officer
makes recommendations to the Compensation Commétteding the structure of our executive compémsairogram generally.
Total Direct Compensation
In setting a total direct compensation target frtenamed executive officer, our Compensation Cdteenconsiders both objective and
subjective factors, including the scope of eackceffs responsibilities, Company performance, pequity awards, potential future earnings from
equity awards, retention needs, and comparativgpeasation data of companies in the Retail Survelyoam peer group. The Company’s
compensation philosophy is to set total direct cengation for each of our named executive officetsvben the fiftieth and seventy-fifth percentile
of similar executive positions at companies in peer group, and to set our named executive offtceéas direct compensation in the top quatrtile if
superior performance is achieved.

In fiscal 2008, as set forth in more detail in Fiscal 2008 Summary Compensation Table, the tatattdcompensation of each of our nar
executive officers was as follows:

Total Direct

Compensatior

Chief Executive Office $ 2,058,18
Vice President of Finance and Interim Chief Finahci

Officer $ 433,57

Presiden $ 1,749,07

President of Retail Stort $ 1,588,488

Chief Sourcing Office $ 1,215,883

Former Chief Executive Office $ 4,829,09

Although no changes have been made to the Compawgiall compensation philosophy or structure,Goenpany has taken measures in
fiscal 2009 to control and reduce costs in resptmserrent global economic conditions that willpatt executive compensation in fiscal
2009. These measures include holding our emplopese salaries consistent with 2008 levels, exodusf employee promotions, including the
salaries of our named executive officers, and swdipg the Company’s 401(k) matching program, eifect\pril 17, 2009.
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Base Salan

The Company’s compensation philosophy is to sehauared executive officers’ base salaries at appratdly the fiftieth percentile of the
base salaries paid to similar executive positiorthé Retail Survey and our peer group, while mglkidjustments in light of the objective and
subjective factors discussed above.

The following table details the base salaries vewigled in fiscal 2008 to each of our named exeeutifficers and their corresponding base
salaries for fiscal 2009:

Base Salary
Fiscal Fiscal

Named Executive Officer 2008 2009

Michael D.

Casey $ 700,00((a) $ 700,00(
Chief Executive Office

Andrew B.

North $ 250,00((b) $ 250,00(
Vice President of Finance and Interim Chief Finah€ifficer

Richard F.

Westenberger $ - $ 400,00(c)
Executive Vice President and Chief Financidicef

Joseph Pacifico $ 650,000 $ 650,00(
Presiden

James C. Petty $ 425,000 $ 425,00

President of Retail Stort

Charles E. Whetzel,
Jr. $ 425,000 $ 425,00(
Executive Vice President and Chief Sourcing Off

Frederick J. Rowan,
Il $ 850,00((d) $ =
Former Chairman of the Board and Chief Executivicexf

(a) Prior to his promotion on August 1, 2008 to ChigkEutive Officer, Mr. Casey base salary was $450,000. The amount showrctefié
base salary following his promotic

(b) Mr. North served as Interim Chief Financial Officeom August 1, 2008 until January 19, 2009. Morik continues to serve as V
President of Financ

(c) Mr. Westenberger joined the Company as Executiwe Wresident and Chief Financial Officer effectiamuary 19, 200¢
(d) Mr. Rowan retired as Chief Executive Officer effeetAugust 1, 200¢
Annual Performance Bonu:

The Company makes annual cash performance bonssgsificant component of our named executive effi¢ targeted total direct
compensation, while maintaining the Company’s camspédon philosophy to target total direct compednsabetween the fiftieth and seventy-fifth
percentiles of similar executive positions in thetdd Survey and our peer group, and in the toptid@avhen superior performance is achieved.
believe this design aligns the interests of our eduexecutive officers with the interests of ourrghalders.

Our Compensation Committee approves a target bimnesch named executive officer that is based pereentage of their base salaries
establishing these bonus targets, the Compengatommittee considers our named executive officepteiptial total direct compensation in light of

the Company’s compensation philosophy and comparatmpensation data. The named executive offa@arearn their target bonuses based
upon the Company’s achievement of financial perforoe targets pre-determined by the Compensatiom@ites.
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In accordance with our Amended and Restated Aningehtive Compensation Plan (the “Incentive Comp#as Plan”), for fiscal 2008, the
Compensation Committee used three financial pedoia metrics to determine the amount, if any, ebiahperformance bonuses to be paid under
our Incentive Compensation Plan: net sales (wetbat25%), adjusted earnings before interest arebtéladjusted EBIT”) (weighted at 25%), and
adjusted earnings per share (“adjusted EPS”) (vteigat 50%). Our Compensation Committee seleatédales, adjusted EBIT, and adjusted EPS
as performance metrics because it believes thekegréinancial measures that are aligned with tierests of our shareholders and help to measure
the quality of our earnings.

Our Compensation Committee has the discretionanatvard performance bonuses, even if the Compamgwaes its financial performance
targets, and to take into account personal perfocman determining the percentage of each namerliixe officer’'s annual performance bonus to
be paid, if any.

Our named executive officers could have earned fétrto 200% of their target performance bonussodi 2008 based upon the Company’
achievement of the following financial targets, glded at the following percentages:

Adjusted
EBIT
Net Sales ($in Adjusted

($ in hillions) millions) EPS

(25%) (25%) (50%)
25% of Target Performance Bor $ 1447 $ 146.2 $ 1.32
100% of Target Performance Bor $ 1490 % 154¢ % 1.4C
200% of Target Performance Bor $ 156 $ 162 $ 1.4¢

Based on the Company’s net sales of $1.5 billidjysied EBIT of $143.4 million, and adjusted EP$bf37 in fiscal 2008, our named
executive officers', other than our former intefhief Financial Officer, each earned approxima6dys of their performance bonus target
(representing 100% of the net sales target, 0%e&tjusted EBIT target, and 75% of the adjustesl BRyet). Our former interim Chief Financial
Officer earned 80% of his performance bonus target.

Internal Revenue Code Section 162(i

Section 162(m) of the Internal Revenue Code of 188&mended, imposes a $1 million limit on the @m¢hat a public company may
deduct for compensation paid to a company’s pradaxecutive officer and the company’s three magtlls compensated executive officers other
than its principal financial officer. This limiiah generally does not apply to performance-basewpensation that is awarded under a plan that is
approved by the shareholders of a company andtbatmeets certain other technical requirements. cOmpensation program for our named
executive officers generally operates within thduwdibility requirements under Section 162(m). Hwoer, the Compensation Committee realizes
that exceptions may occur.

Equity Incentives

Our Amended and Restated 2003 Equity Incentive @Equity Incentive Plan”) allows for various type$§equity awards, including stock
options, restricted stock, stock appreciation sghnd deferred stock. Awards under our Equitgmtize Plan are granted to recruit, motivate, and
retain employees and in connection with promotionmcreased responsibility. Our Compensation Catemhas only awarded time and
performance-based stock options and time and peé&fioce-based restricted stock, although it couldtiser forms of equity awards in the future.

All awards under our Equity Incentive Plan mustpgroved by our Compensation Committee. Our Cosgt@n Committee determines
the type, timing, and amount of equity awards grdro each of our named executive officers aftesimering their previous equity awards, base
salary, and target annual performance bonus i eifjfthe Company’s compensation philosophy. Oum@ensation Committee also considers the
comparative compensation data in the Retail Suavelyour peer group, and our desire to retain artévate our named executive officers and to
align their goals with the long-term goals of oharseholders.

Our Compensation Committee’s practice is to appgraats of stock options and restricted stock gtileely scheduled meetings. Our
Compensation Committee may also make equity getregpecial meetings or by unanimous written consbnthe future, our Compensation
Committee may select a date subsequent to a régstdreduled meeting on which to grant equity awar@ur Compensation Committee sets the
exercise prices of equity awards at the closingepoif our common stock on the NYSE on the datearfty
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In considering the value of equity awards, we dakeuthe value of stock option awards by usingBleek-Scholes option pricing valuation
method and the value of restricted stock awardaleqtthe closing price of our common stock ondhge of grant. In addition, our Compensation
Committee regularly reviews the equity ownershipwf named executive officers compared to the Caryipaninimum ownership
guidelines. Under the Company’s minimum ownerghigelines, no named executive officer can sell Gany stock (other than to cover the tax
obligations resulting from the vesting of Compaasgtricted stock), unless he owns shares of Comg@ck with a total market value in excess of a
multiple of his base salary. The multiples for aamed executive officers are as follows: Chiefdtsize Officer and President - seven times their
base salary; Chief Sourcing Officer - five times hase salary; our President of Retail Stores dnief €inancial Officer - three times their base
salaries. Each of our named executive officerschasplied with these ownership guidelines.

In March 2004, our Compensation Committee granted@4sey, then our Chief Financial Officer, 200,@ie-based stock options that
vested in five equal, annual installments basebiscontinued employment with the Company. In eafdRebruary 2006 and February 2007, our
Compensation Committee granted Mr. Casey 12,0@k sfptions and 12,000 shares of restricted stamtt) ef which vest in four equal, annual
installments based on his continued employment thithCompany. In August 2008, following Mr. Casegtomotion to Chief Executive Officer,
our Compensation Committee granted Mr. Casey 1P5j@te-based stock options that vest in four ecarahual installments based upon Mr.
Casey'’s continued employment with the Company. Gésey was also granted 75,000 performance-baseelsstf restricted stock. Fifty percent
of these shares will be eligible to vest upon then@any’s reporting of adjusted EPS growth in fi@09 (over fiscal 2008) and in fiscal 2010
(over fiscal 2009) of at least 4%. If this threlshearnings per share growth is achieved in fi26al9 and 2010, then these eligible shares will, vest
in varying percentages, from 33% to 100%, basetherCompany’s compound annual growth rate in egeper share from fiscal 2009 to 2010
ranging between 4% and 8%. The remaining 50%exdlshares will then vest in equal amounts on DieeeB1, 2011 and December 31, 2012
based on his continued employment with the Compamyarch 2009, Mr. Casey was granted 100,000-tiased stock options and 50,000 shares
of restricted stock, each of which vest in foura@gannual installments based on his continued eynpént with the Company. Pursuant to a
Company policy, while employed by the Company, ®lasey shall not sell any of these vested restriheades, other than to cover any associated
tax obligations, until the fourth anniversary oé thate of grant.

In September 2003, our Compensation Committee ggamtr former interim Chief Financial Officer anarient Vice President of Finance,
Mr. North, 22,560 time-based and 37,440 performdrased stock options, each of which vested indiyeal, annual installments based on Mr.
North's continued employment with the Company. In Fabyl2006, our Compensation Committee granted MrtiN®,800 time-based stock
options and 1,200 shares of restricted stock, ehathich vest in four equal, annual installmentsdzhon his continued employment with the
Company. In each of February 2007 and December, 200 Compensation Committee granted Mr. Nortld®,8me-based stock options and
3,000 shares of restricted stock, each of whichinef®ur equal, annual installments based on biginued employment with the Company. In
March 2009, our Compensation Committee grantedN\Mrth 10,000 time-based stock options and 5,00€eshaf restricted stock, each of which
vest in four equal, annual installments based ercbintinued employment with the Company.

In February 2009, our Compensation Committee gdaate current Chief Financial Officer, Mr. Westerdper, 20,000 time-based stock
options and 10,000 shares of restricted stock, ehalhich vest in four equal, annual installmeraséd upon Mr. Westenberger’s continued
employment with the Company. Pursuant to a Compatigy, while employed by the Company, Mr. Westerger shall not sell any of these
vested restricted shares, other than to cover ssycated tax obligations, until the fourth anréesy of the date of grant.

In March 2004, our Compensation Committee grantedPoesident 200,000 time-based stock optionsvsted in five equal, annual
installments based on Mr. Pacifico’s continued appilent with the Company. In November 2005, we @gdwour President 200,000 performance-
based stock options. These options vest in Fep2Gk0 based upon Mr. Pacifico’s continued emplaymgth the Company, the Company’s
achievement of fiscal 2009 adjusted net income tdfasst $116 million, and an individual performarcigerion. In fiscal 2007, we made
assumptions that these performance criteria willbgomet and that these shares will not vest.ulyn 2008, our Compensation Committee granted
our President 200,000 time-based stock optionsviddtin three equal, annual installments basedoPacifico’s continued employment with the
Company.

In June 2007, our Compensation Committee grante¢msident of Retail Stores 40,000 time-basedkstptions and 10,000 shares of
restricted stock, each of which vest in four eqgaahual installments based upon Mr. Petty’s comtihemployment with the Company. In July
2008, our Compensation Committee granted our R¥esif Retail Stores 75,000 time-based stock optéomd 25,000 shares of restricted stock,
each of which vest in four equal, annual installtadrased upon Mr. Petty’s continued employment thighCompany. In March 2009, Mr. Petty
was granted 25,000 time-based stock options arfiD Blares of restricted stock, each of which vestur equal, annual installments based on his
continued employment with the Company. Pursuaat@mpany policy, while employed by the Company, Rétty shall not sell any of these
vested restricted shares, other than to cover ssycated tax obligations, until the fourth anréesy of the date of grant.
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In May 2005, our Compensation Committee grantedGhief Sourcing Officer 60,000 stock options thastin four equal, annual
installments based on Mr. Whetzel's continued egmplent with the Company. In May 2005, our CompdonsaCommittee also granted our Chief
Sourcing Officer 40,000 shares of restricted sthek cliff vest in May 2009 based on Mr. Whetzeitinued employment with the Company. In
July 2008, our Compensation Committee granted tigfGourcing Officer 40,000 stock options and 00,8hares of restricted stock, each of
which vest in four equal, annual installments basedr. Whetzel's continued employment with the @amy. In March 2009, Mr. Whetzel was
granted 20,000 time-based stock options and 5,08@s of restricted stock, each of which vest ir qual, annual installments based on his
continued employment with the Company. Pursuaat@mpany policy, while employed by the Company, Whetzel shall not sell any of these
vested restricted shares, other than to cover ssycated tax obligations, until the fourth anréesy of the date of grant.

In May 2005, our Compensation Committee grantedaumer Chief Executive Officer 400,000 performatii@sed stock options. These
options were scheduled to vest in varying percexgtéig February 2009 based upon Mr. Rowan’s contirumeployment with the Company, the
Company'’s achievement of specified levels of fi#08 adjusted net income ranging from $75 miltim$100 million, and an individual
performance criterion. Due to Mr. Rowan’s retirefpavhich was treated as a termination for "goabom," the vesting of these options was
accelerated.

Employment Agreement

The Company maintains employment agreements thaide our Chief Executive Officer and certain naregdcutive officers with, among
other things, minimum base salary levels, annudbpmance bonus targets, and severance benefits.nbterial terms of these agreements are
summarized briefly below.

Michael D. Casey

Mr. Casey served as Chief Financial Officer indis2008 through July 31, 2008, and as Chief Exeel@ifficer for the remainder of fiscal
2008. In accordance with the terms of Mr. Caseyiployment agreement, which was entered into inuAtug001, his base salary shall be no less
than $250,000, and his annual performance bongsttahall be no less than 65% of his base salry Casey entered into his employment
agreement prior to his promotion to Chief Executdféicer. In recognition of this, and taking intonsideration comparative compensation data,
the Compensation Committee set Mr. Casey'’s fisB@Bdase salary as Chief Financial Officer at $3@0 and his performance bonus target at
87.5% of his base salary, and set his fiscal 2@3®@ Isalary as Chief Executive Officer at $700,0@Dhs performance bonus target at 150% of his
base salary. Itis expected that the Company anCikey will enter into a new employment agreenteattreflects Mr. Casey's promotion to Cl
Executive Officer. Based upon the achievemenhef@ompany’s net sales of $1.5 billion, adjustedTE® $143.4 million, and adjusted EPS of
$1.37, Mr. Casey received an annual performancasoh$651,000, or 93% of his most recent baseysatad 62% of his target incentive.

Joseph Pacifico

In accordance with the terms of our President’slegmpent agreement entered into in August 2001bag&e salary shall be no less than
$420,000 and his annual performance bonus targdttshno less than 65% of his base salary. Mifiea entered into this employment agreen
prior to being promoted to President in June 20@4recognition of an increase in the scope ofrbiponsibilities resulting from his promotion to
President, and taking into consideration compagatobmpensation data, the Compensation Committemusétresident’s fiscal 2008 base salary at
$650,000 and his performance bonus target at 1G0%6 dbase salary. Based upon the achievemeheafbmpany’s net sales of $1.5 billion,
adjusted EBIT of $143.4 million, and adjusted ERP$1037, Mr. Pacifico received an annual perforneabonus of $403,000, or 62% of his most
recent base salary and of his target incentive.

James C. Petty

In accordance with the terms of our President d&iRStores’ employment agreement entered into &y 008, his base salary shall be no less
than $400,000 and his annual performance bonusttahgll be no less than 75% of his base salaryis¢al 2008, we set our President of Retail
Stores’ base salary at $425,000 and his performiamees target at 75% of his base salary. Based thgoachievement of the Company’s net sales
of $1.5 billion, adjusted EBIT of $143.4 millionn@ adjusted EPS of $1.37, Mr. Petty received amanperformance bonus of $200,000, or 47¢
his most recent base salary and 62% of his tangehtive.
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Charlie E. Whetzel, Jr.

In accordance with the terms of our Chief Sour&ificer's employment agreement entered into in As1d@001, his base salary shall be no
less than $285,000 and his annual performance langet shall be no less than 65% of his baseysalr. Whetzel entered into his employment
agreement prior to his promotion to Chief Sourd@fficer and an increase in the scope of the regpitities of his position. In recognition of this,
and taking into consideration comparative compémsatata, the Compensation Committee set our (3uefcing Officer’s fiscal 2008 base salary
at $425,000 and his performance bonus target 8#8df his base salary. Based upon the achieveanfdné Company’s net sales of $1.5 billion,
adjusted EBIT of $143.4 million, and adjusted ER$1037, Mr. Whetzel received an annual performammeus of $230,563, or 54% of his most
recent base salary and 62% of his target incentive.

Richard F. Westenberger

In accordance with the terms of our Chief Finan€itficer's employment arrangement entered intcainuary 2009, his base salary shall be no
less than $400,000 and his annual performance targest shall be no less than 75% of his baseysalar

Potential Payments Upon a Termination or Change@ontrol
Termination

In the event that our Chief Executive Officer, Riest, or Chief Sourcing Officer is terminated bg {Company for “cause,” retires, becomes
disabled, or dies, the executive or his estateheilprovided his base salary and fringe, medical,aher benefits through the termination of his
employment. If any of these named executive office terminated “without cause,” or if any of thesmmed executive officers terminates his
employment for “good reasontfie named executive officer shall receive his Isatary and medical and dental benefits for 24 nofdtowing the
date of his termination, provided the named exeeutificer complies with confidentiality, intellal property assignment, non-competition, and
non-solicitation obligations, which generally l&st a period of one to two years.

Our Chief Executive Officer, President, or Chieli8ong Officer shall also receive the annual perfance bonus that he would have earned
as if he had been employed at the end of the peahich his employment was terminated. The deteation of whether an annual performance
bonus is payable to the named executive officer takg into account whether the Company achievegkitformance targets, but may not take into
account whether personal performance targets éondéimed executive officer were achieved. The ngsif equity incentives for these named
executive officers is not required to be acceleratethe event of a termination of employment. Tdtal payments made to these named executive
officers shall comply with the requirements of $mt409A of the Internal Revenue Code of 1986,rasraded.

In the event, our President of Retail Stores imieated by the Company for “cause,” resigns, os dige executive or his estate will be
provided his base salary through the terminatiohi@employment. If our President of Retail Stdsesomes disabled, the executive shall continue
to receive his base salary and fringe benefitd tireiCompany terminates his employment for disigbillf our President of Retail Stores is
terminated “without cause,” or if he terminates érisployment for “good reason,” he shall receivelaise salary for 24 months following the date
of his termination, provided the executive officemplies with confidentiality, intellectual propgrissignment, non-competition, and non-
solicitation obligations, which generally last foperiod of two years.

In the event our Chief Financial Officer is terntid by the Company for “causd)& shall receive his base salary then in effeggtteer with
medical and dental benefits, for 12 months follayvihe date of his termination. In addition, ouigEfrinancial Officer shall also receive the
annual performance bonus, if any, pro-rated foraimeunt of time he was employed by the Companieényear in which his employment was
terminated.

Our former interim Chief Financial Officer and cemt Vice President of Finance is eligible for sewee compensation in accordance with
the Company'’s general severance policy, which piesione week of severance for each year of servibe case of termination.

In determining whether a termination occurred waitlwithout “cause,” “cause’s generally deemed to exist when the named exexafficel
has: been convicted of a felony (or the entering plea of guilty or no contest to a felony); corted an act of fraud involving an act of dishonesty
for personal gain which is materially injurioustt@ Company; willfully breached his obligationsooinfidentiality, intellectual property assignme
non-competition, or non-solicitation against then@pany; willfully engaged in gross misconduct whistmaterially injurious to the Company; or,
after a cure period, willfully refused to perforns lauties.
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In determining whether a named executive officéth whe exception of our President of Retail Stphes “good reason” to terminate his
employment, “good reason” is generally deemed tst ehen the Company has: materially reduced a darecutive officer’s duties,
responsibilities, or status; assigned to the exexat material amount of additional duties thatsigaificantly inconsistent with his previous dgtie
required the executive to relocate; or materiatgached his employment agreement. In determinimgtiver our President of Retail Stores has
“good reason” to terminate his employment, “gocasmn” is generally deemed to exist when the Compasymaterially reduced the President of
Retail Stores’ duties, responsibilities, or statrgnaterially breached his employment agreement.

Based upon a hypothetical termination “without e for “good reason” as of January 3, 2009,sbeerance and other benefits certain of
our named executive officers would have been edtith are as follows:

Interim
Chief Chief President Chief
Executive  Financial of Retail Sourcing
Officer Officer President Stores Officer
Base Salary $ 1,400,000 $ 28,84t $ 1,300,000 $ 850,000 $ 850,00(
Performance
Bonus 651,00( - 403,00( -- 230,56:
Health and Other Benefits 29,17( -- 29,17( -- 29,17(
Total $2,080,177 $ 28,84t $1,732,171 $ 850,000 $ 1,109,73

In addition, our named executive officers, with gxeeption of our former interim Chief Financialfioér, are entitled to receive any benefits
that they would have been entitled to under oukjodlan and supplemental retirement plans, if afgese severance benefits are provided under
the terms of each of our named executive officensployment agreements, if any.

Change in Control

In the event of a change in control of the Compaitlyynvested stock options shall vest and the Goregation Committee has the ability to
remove the vesting restrictions on all unvestedeshef restricted stock. The closing price onNIYSE of the Compang common stock on the i
trading day of fiscal 2008 was $19.24 per sharase upon a hypothetical change in control of the@any on January 3, 2009, the intrinsic value
of accelerated stock option vesting and the vafusecelerated vesting of restricted shares fomauned executive officers would have been as
follows:

Interim
Chief Chief President Chief
Executive  Financial of Retail Sourcing

Officer Officer President Stores Officer
Option Value $ 344900 $ - $1,189,400 $ 379,500 $ 202,40!
Restricted Stock
Value 1,731,60! 98,12+ -- 625,30( 962,00(
Total Value $2,076,500 $ 98,12: $ 1,189,400 $ 1,004,801 $ 1,164,40

Retirement Benefits of Former Chief Executive Oféc

In connection with Mr. Rowan's retirement, @@mpany paid Mr. Rowan severance benefits of $3&in fiscal 2008 and $78,462 in
fiscal 2009, and a lump sum payment of $1,947,@%¢al 2009. In addition, Mr. Rowan was entittedeceive the annual performance bonus
he would have earned had he been employed at thefdiscal 2008. Under the terms of his employtregreement, Mr. Rowan’s annual
performance bonus target shall be no less than 18H0%6 base salary. In fiscal 2008, the Compémsaommittee set our former Chief Executive
Officer's performance bonus target at 150% of lisebsalary. Based upon the achievement of the @wyignet sales of $1.5 billion, adjusted
EBIT of $143.4 million, and adjusted EPS of $1.8ur, former Chief Executive Officer received an aamerformance bonus of $790,500, or 93%
of his base salary and 62% of his target incentive.
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As part of Mr. Rowan’s employment agreement, thenany provided him with a supplemental executiteement plan (“SERP”) which
provides a defined benefit according to a formwaadal on his final average annual salary durindpitfeest 36 consecutive months of his last 60
months of employment, offset by other externateatient benefits and Social Security benefits tactviie is entitled. Based on the value of his
other retirement and Social Security benefits, Rbwan began to receive his monthly benefit payroéft8,990 starting in August 2008 and will
continue to receive $227,878 annually for hisiiifet. The plan is fully funded through two insurammlicies, and the Company was not require
make any premium payments in fiscal 2008. The Gompncluded taxable income of $17,855 in Mr. Ro\wamcome, representing the taxes on
the increase in the present value of the accuntutaeefit in fiscal 2008 up to the date of hisregtient and associated tax gross-up.

Pursuant to his employment agreement, the Compatalso provided Mr. Rowan with life insurance dqa&@50% of his annual base
salary. This life insurance benefit was providemtgh two split-dollar life insurance policies.pdh Mr. Rowan'’s retirement on August 1, 2008,
the split-dollar arrangement was terminated andlf® of the cash value of the policies was useditoburse the Company for premium
payments made prior to fiscal 2003. Upon termaratf the splitdollar arrangement, Mr. Rowan incurred $816,39&®réble compensation whi
was included in his fiscal 2008 taxable incomeisEmount consisted of a cash surrender value 83,804 and associated tax gross-up of
$332,592.

Perquisites and Other Benefil

The Company provides perquisites and other bertefitsir Chief Executive Officer, President, ande€l8ourcing Officer, and in fiscal
2008, to our former Chief Executive Officer. Isdal 2008, the Compensation Committee establisipeticaiisite allowance from which these
named executive officers were reimbursed for cenpairquisites, including automobile allowancesafficial and tax planning, health club dues, and
related tax gross-up payments. Amounts from thgussite allowance that remain unused at the enteofiscal year are forfeited.

The fiscal 2008 perquisite allowances for certdiowr named executive officers were:

Former
Chief Chief Chief
Executive Sourcing Executive
Officer President Officer Officer
Perquisite Allowanc: $ 30,00 $ 45000 $ 30,00 $ 35,00((a)

(@) Prc-rated to reflect his retirement on August 1, 2(

In addition to the perquisite allowances, our Rfesi is provided a country club membership. Oumfr Chief Executive Officer was
provided a country club membership in fiscal 2008y his employment. Additional information onnmed executive officer perquisites can be
found in the footnotes to the Fiscal 2008 Summargn@ensation Table on page 22 of this proxy statémen

Pursuant to the Company’s 401(k) plan, in fiscdl®@Ghe Company provided its executives the sane & matching contributions
available to all eligible employees, which is equal 00% of each named executive officer’s first 82fre-tax contributions and 50% of each
executive officer’'s next 2% of pre-tax contributsomach year, subject to Internal Revenue Serviggalions. In fiscal 2008, each of our named
executive officers, with the exception of our fomirgerim Chief Financial Officer, received $9,2i@0matching contributions. Our former interim
Chief Financial Officer received $6,200 in matchemmntributions in fiscal 2008. Effective April 12009, the Company has suspended this
matching contribution for all employees, includimgr named executive officers.

The Company also made premium payments on behadrtdin of our named executive officers, on tpeirsonally owned insurance
policies. In fiscal 2008, including the associai@x gross-ups, the Company made payments of $6@B®ehalf of our Chief Executive Officer,
$192,876 on behalf of our President, and $99,048ebvalf of our Chief Sourcing Officer.

The Company also provides our Chief Executive @ffieresident, Chief Sourcing Officer, and formeie€ Executive Officer with an

excess supplementary health insurance policy éieifxurses our executives for certain qualified theakpenses not covered under the Company’s
ERISA medical plan.
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COMPENSATION COMMITTEE REPORT
The Compensation Committee of the Board has revdeanel discussed with Company management the Comi@m®iscussion and

Analysis included in this proxy statement. Basedoch review and discussions, the Compensatiom@ibee has recommended to the Board that
the Compensation Discussion and Analysis be indluidl¢his proxy statement for filing with the SEC.

Submitted by the Compensation Committee
Mr. Paul Fulton, Chairman

Mr. A. Bruce Cleverly
Mr. John R. Welch

21




FISCAL 2008 SUMMARY COMPENSATION TABLE
The table below provides information concerninge¢bmpensation of our named executive officers.
In the “Salary” column, we disclose the base sateig to each of our named executive officers dyfiscal 2008, 2007, and 2006.

In the “Bonus” column, we disclose the cash bonesered during fiscal 2008, 2007, and 2006, otiean amounts earned pursuant to the
Company’s Incentive Compensation Plan.

In the “Stock Awards” and “Option Awards” columnge disclose the fiscal 2008, 2007, and 2006 corgiemsexpense the Company
recorded in accordance with SFAS 123R relatingrards of stock or options, without a reductiondssumed forfeitures. For restricted stock, the
SFAS 123R fair value is calculated using the clpgirice on the NYSE of our stock on the date ohpead the related expense is recorded ratably
over the vesting period. For time-based and perdoice-based stock options, the SFAS 123R fair valoalculated based on assumptions
summarized in Note 6 to our audited consolidatedrfcial statements, which are included in our fi2688 Annual Report on Form 10-K. For
time-based stock options, we recognize the relaxpénse ratably over the vesting period. For perdnce-based stock options and restricted stock
awards that cliff vest, if we assume the perforneaeriteria will be met and restricted stock awasilcliff vest, we record the related expense
ratably over the vesting period.

In the column “Non-Equity Incentive Plan Compensafi we disclose the dollar value of all comperwatarned in fiscal 2008, 2007, and
2006 pursuant to the Company’s Incentive Compensdian.

In the column “Nonqualified Deferred Compensatia@rriings,” we disclose the dollar value of any eageifrom an aggregate change in the
actuarial present value of the named executiveerffiaccumulated benefit under all defined beaefit pension plans.

In the column “All Other Compensation,” we discldke dollar value of all other compensation thatldmot properly be reported in other
columns of the Fiscal 2008 Summary CompensatioteT airluding perquisites, amounts reimbursed liergayment of taxes, and insurance
premiums paid by the Company for the benefit of mamed executive officers.

Nonqualified

Deferred
Stock  Option Non-Equity Compensatior  All Other
Awards Awards Incentive Plan  Earnings  Compensatior

Name and Principal Fiscal Salary Bonus 6)) 6)) Compensatior () 6)) Total
Position Year (%) ($) (b) (c) () (d) (e) ($)
Michael D.
Casey 2008 $540,38'a) $ --  $309,71t $ 435,58t $ 651,000 $ -$ 121,50( $2,058,18
Chief Executive Office 2007 $375,00( $ --  $160,36¢ $ 334,13: $ - % - % 124,45¢ $ 993,96:
(previously Chief
Financial Officer) 2006 $375,00( $ --  $89,68¢% 302,06¢$ 328,12' $ -$ 119,03¢ $1,213,91!
Andrew B.
North 2008 $232,11* $ - $31,26:$ 63,99 $ 100,00( $ -$ 6,20( $ 433,57:
Vice President of
Finance ant
Interim Chief

Financial Officetr

Joseph
Pacifico 2008 $642,30¢ $ - $ - $ 432,21( $ 403,000 $ -$ 271,56. $1,749,07
Presiden 2007 $600,00( $ - $ - $ 261,44t $ - $ -$ 264,14¢ $1,125,59.
2006 $600,00( $ - $ -- $ 880,96: $ 600,00( $ - $ 284,21( $2,365,17,
James C.
Petty 2008 $412,50( $ 593,59(f) $113,33: $ 177,15¢ $ 200,00( $ - $ 91,89¢ $1,588,48
President of Retail
Stores
Charles E. Whetzel,
Jr. 2008 $417,30¢ $ - $24150 $ 162,23: % 230,56 $ -$ 164,22( $1,215,83!
Executive Vice
President an 2007 $375,00( $ - $219,29 $ 130,19! $ - % - $ 159,39( $ 883,88:
Chief Sourcing
Officer 2006 $375,000 $ - $219,29 $ 130,19: % 328,12! $ -$ 153,10! $1,205,72
Frederick J. Rowan,
] 2008 $497,61* $ - $ - $2,241,34. $ 790,50 $ 10,58: $ 1,289,05: $4,829,09:

Former Chairman of tt
Board anc 2007 $812,00( $ - $ -- $ 326,66t $ - $ 03%$ 150,43: $1,289,09



Chief Executive
Officer 2006 $812,00( $1,000,00(g) $ - $ 849,17: $ 1,218,000 $ 0% 143,60: $4,022,77!
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(a) Prior to Mr. Casey’s promotion to Chief ExewatOfficer on August 1, 2008, his base salarylier2008 fiscal year was $450,000. After his
promotion and for the balance of the 2008 fiscalryhis base salary was $700,0

(b) The amounts disclosed in this column for Messrse@aNorth, Petty, and Whetzel reflect the expeveseecorded in accordance with SFAS
123R for the following grant:

(i)

(ii)

(iii)

(iv)

Mr. Casey was granted 12,000 shares of restri¢tett ®n each of February 16, 2006 and Februard®7 with a grant date fair value
$34.32 and $22.19 per share, respectively. Bathtgvest in four equal, annual installments folfapthe date of grant. Mr. Casey was
also granted 75,000 shares of performance-basg@ttes stock on August 7, 2008 with a grant date falue of $17.92 per share. Fifty
percent of these shares will be eligible to vestrufhe Company’s reporting of adjusted EPS growtiscal 2009 (over fiscal 2008) and
in fiscal 2010 (over fiscal 2009) of at least 4%bthis threshold earnings per share growth isexdd in fiscal 2009 and 2010, then these
eligible shares will vest, in varying percentadesn 33% to 100%, based on the Company’s compouandal growth rate in earnings
per share from fiscal 2009 to 2010 ranging betw&érand 8%. The remaining 50% of these sharegheiti vest in equal amounts on
December 31, 2011 and December 31, 2012 based @ohiinued employment with the Company. In fi208, we have assumed that
these performance criteria will be met and thaserghares will vest.

Mr. North was granted 1,200 shares of restrictedkson February 16, 2006 with a grant date fainealf $34.32 per share, 3,000 shares
of restricted stock on February 15, 2007 with angdate fair value of $22.19 per share, and 3,0@0es of restricted stock on December
3, 2007 with a grant date fair value of $22.79gf&re. These grants vest in four equal, annuliments following the date of grai

Mr. Petty was granted 10,000 shares of restridisckson June 5, 2007 with a grant date fair valu®23.06 per share. Mr. Petty was
also granted 25,000 shares of restricted stockilynl) 2008 with a grant date fair value of $14pE8 share. Both grants vest in four
equal, annual installments following the date afrgr

Mr. Whetzel was granted 40,000 shares of restristeck on May 13, 2005 with a grant date fair valti§22.01 per share. These shares
cliff vest on May 13, 2009. We have assumed tsbsees will vest on May 13, 2009, and in accordavitte SFAS 123R, we record
expense for these grants ratably over the fouryesting period. Mr. Whetzel was also granted Q0 §hares of restricted stock on July
1, 2008 with a grant date fair value of $14.18g@re. These shares vest in four equal, annuallments following the date of grai

(c) The amounts disclosed in this column represenetipense we recorded in accordance with SFAS 12B8&ddollowing grants

()

(ii)

(i)

(iv)

v)

Mr. Casey was granted 200,000 time-based stockmgptin March 22, 2004 with a Black-Scholes faiueadf $6.56 per share and an
exercise price of $14.81 per share. These shastsr/five equal, annual installments following tate of grant. Mr. Casey was also
granted 12,000 time-based stock options on Febrl&r2006 with a Blackscholes fair value of $15.59 per share and an Eseepeice o
$34.32 per share, 12,000 time-based stock optinriebruary 15, 2007 with a Black-Scholes fair vaifi$10.01 per share and an
exercise price of $22.19 per share, and 125,008-tiased stock options on August 6, 2008 with alB&choles fair value of $7.13 per
share and an exercise price of $17.90 per shdre.sfbck options granted to Mr. Casey in fiscal®@D07, and 2008 vest in four equal,
annual installments following the date of gr¢

Mr. North was granted 60,000 time-based stock aptmn September 17, 2003 with a Black-Scholes/&dire of $4.88 per share and an
exercise price of $6.98 per share. These shastsrnvBive equal, annual installments following tete of grant. Mr. North was also
granted 2,800 time-based stock options on Febrl@&r2006 with a Black-Scholes fair value of $1589 share and an exercise price of
$34.32 per share, 6,000 time-based stock optioebruary 15, 2007 with a Black-Scholes fair vadfi§10.01 per share and an
exercise price of $22.19 per share, and 6,000 liased stock options on December 3, 2007 with akBEaholes fair value of $9.15 per
share and an exercise price of $22.79 per share.stbck options granted to Mr. North in fiscal &thd 2007 vest in four equal, annual
installments following the date of gra

Mr. Pacifico was granted 200,000 time-based stqtlons on March 22, 2004 with a Black-Scholes Yaiue of $6.56 per share and an
exercise price of $14.81 per share. These shastsrv/five equal, annual installments following tate of grant. Mr. Pacifico was also
granted 200,000 performance-based stock optioMsomember 10, 2005 with a Black-Scholes fair valti§1®2.68 and an exercise price
of $31.18 per share. Subject to the achievemeiniddfidual and Company performance targets, tisések options vest in

February 2010. In fiscal 2007, we assumed thederpgance criteria will not be met and that thelsares will not vest. Prior to fiscal
2007, we assumed that 100% of these shares wosid kreaccordance with SFAS 123R, we record perémce-based stock option
expense based upon the probability of performaagget achievement, and we adjust any previouslyrded expense if assumptions
regarding the achievement of performance targetagd Mr. Pacifico was granted 200,000 time-baseck options on July 1, 2008
with a Black-Scholes fair value of $4.89 per shard an exercise price of $14.18 per share. THesesvest in three equal, annual
installments following the date of gra

Mr. Petty was granted 40,000 time-based stock nptim June 5, 2007 with a Black-Scholes fair valfu®12.15 per share and an
exercise price of $27.06 per share. Mr. Petty alss granted 75,000 time-based stock options gn1Ji#008 with a Black-Scholes fair
value of $5.82 per share and an exercise pricd4fIB8 per share. These shares vest in four egralial installments following the date
of grant.

Mr. Whetzel was granted 60,000 time-based stockogion May 13, 2005 with a Black-Scholes fair eahif $8.71 per share and an
exercise price of $22.01 per share. Mr. Whetzed alao granted 40,000 time-based stock optionsilgnl) 2008 with a Black-Scholes
fair value of $5.82 per share and an exercise jpfi¢d4.18 per share. Both grants vest in fouagmnnual installments following the
date of grant

(vi)Mr. Rowan was granted 400,000 performance-basedtt sfations on May 13, 2005 with a Bla8choles fair value of $7.76 per share

an exercise price of $22.01 per share. These sfotbns were scheduled to vest in February 200§iest to the achievement of



individual and Company performance criteria. DudMr. Rowan’s termination for "good reason" on Aagll, 2008, the vesting of these
shares was accelerated and the Company recogmpeaxamately $2.2 million of stock-based comperwmagxpense during fiscal 2008,
in accordance with SFAS 123

(d) Amount represents the increase in the present whlii. Rowar's SERP in fiscal 200!

(e) The amounts shown All Other Compensatic” for fiscal 2008 consist of the followin

Excess

Insurance Personal Tax

Premium Liability Medical 401(k) Severance Gross-

Payments Insurance Reimbursement: Company Perquisites Compensatior Ups
Name (1) Premiums (ii) Match (iii) (iv) Relocatior  (v) Total
Michael D
Casey $ 40,000 $ 3,40C $ 5777% 9,200 $ 30,31t$% = & - $ 32,80¢ $ 121,50(
Andrew
B. North $ - $ - $ -$ 6,20 % - $ - $ - $ - $  6,20(
Joseph
Pacifico $ 111,000 $ 3,40( $ 9,60 % 9,200 $ 41,50 % = & -- $ 96,85¢ $ 271,56:
James C.
Petty $ - $ - $ -$ 920(% - $ - $ 74,08 $ 8,6143% 91,89
Charles
E.
Whetzel,
Jr. $ 57,000$ 3,40C $ 20,06¢$ 9,20( $ 24,19¢ % = & -- $ 50,357 $ 164,22(
Frederick
J.
Rowan,
Il $ -$ 340C$ 599:$% 9,200 $ 3641:9% 878,23¢ $ -- $355,80¢ $1,289,05:

(i) Payments to Messrs. Casey, Pacifico, and Whetlaére contributions made to individual whole-lifessurance policies paid by the
Company.

(i) Amounts relate to medical reimbursements and rledsts pursuant to a supplemental executive madicabursement plar
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(iii) Mr. Casey’s perquisites are comprised of $26,90@&fmomobile-related costs, $1,909 for a healtb chembership, $750 for financial
planning, and $750 for a service award; Mr. Pagifiperquisites are comprised of $26,728 for aututaerelated costs, $6,376 for a
health club membership, $4,298 for country clubsdaad $4,100 for financial planning; Mr. Whetzederquisites are comprised of
$18,360 for automobile-related costs, $3,925 faarficial planning, and $1,909 for a health club mensitip; and Mr. Rowan’s
perquisites are comprised of $18,545 for finangiahning, $9,823 for fundraising activities, $3,d07 automobile-related costs, $2,997
for country club dues, and $1,951 in reimbursaléelical expense pursuant to his separation agree

(iv) Mr. Rowan’s severance compensation is comprisé#88,804 related to the termination of his splitatcarrangement, $346,538 of
severance benefits, and $47,897 for office fureigiven to Mr. Rowar

(v) Mr. Casey’s grossips are comprised of $29,505 for insurance prengayments, $2,508 for excess personal liability iasae, $435 fc
automobile-related costs, and $360 for a servicrdwMr. Pacifico’s gross-ups are comprised of 88&,for insurance premium
payments, $7,796 for automobile-related costs, @4{6r county club dues, and $2,508 for excessopatdiability insurance; Mr.

Petty’s gross-up is comprised of $8,614 for relimcateimbursements; Mr. Whetzel's gross-ups areprasad of $42,043 for insurance
premium payments, $5,806 for automobile-relatedsc@nd $2,508 for excess personal liability ineaeg and Mr. Rowan’s gross-ups
are comprised of $332,592 for insurance premiummzays, $9,785 for financial planning, $7,274 far thcrease in the present value of
his SERP agreement, $2,508 for excess personditjiahsurance, $2,211 for country club dues, 1439 for reimbursable medical

expenses

(f) Special on-time bonus related to the reimbursement for adossale of Mr. Pet’s former residence and associated tax ~ups.

(g) Bonus award earned in fiscal 2006 based on the @oy’p achievement of performance criteria relatethé integration of OshKosh. This
award was paid in fiscal 200
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FISCAL 2008 GRANTS OF PLAN-BASED AWARDS

The following table provides information concernieach grant of plan-based awards made to a naneedtese officer in fiscal 2008. This
includes incentive compensation awards grantednmaelncentive Compensation Plan and stock opiwh restricted stock awards granted under
our Equity Incentive Plan. The threshold, targat] maximum columns reflect the range of estimptaauts under these plans for fiscal
2008. The exercise price disclosed is equal telib&ing market price of our common stock on thie dé grant. The last column reports the
aggregate SFAS 123R value of all awards made ¢alf2008 as if they were fully vested on the gdate.

Estimated Future Payouts Under
Non-Equity Incentive Plan

Estimated Future Payouts
Under

Awards (a) Equity Incentive Plan Awards

Grant

Exercise Date

or Fair

Base Value

Price of

Equity of Stock

Award Option and

Award Grant Threshold Target Maximum Threshold Target Maximum Awards  Option

Name Type Date ($) ($) $) (#) (#) #) ($/Sh)  Awards
Michael D. Case! Cash Bonu: -- $ 262,50( $1,050,00 $2,100,00t -- -- - 3 - $ ==
Shares (b 8/7/200¢ $ - $ - $ -- - 75,00( 75,000 $ - $1,344,00
Options (c) 8/6/200¢ $ - $ ~- $ - - 125000 125,000 $ 17.9C $ 891,25(
Andrew B. North Cash Bonu: - $ 31,25( $ 125,000 $ 250,00( -- -- = § - 3 ==
Shares - $ - $ - $ - - - - $ - $ -
Options - $ - 8 - $ == == = - 3 - $ ==
Joseph Pacific Cash Bonu: - $ 162,500 $ 650,000 $1,300,00! -- -- = § - $ =
Shares - $ - $ - 3 - - -- - $ - $ -
Options (d) 7/1/200¢ $ - $ - $ == -- 200,00( 200,00 $ 14.1¢ $ 978,00(
James C. Petl Cash Bonu: - $ 79,68t $ 318,75( $ 637,50( = - - $ - $ =
Shares (e 7/1/200¢ $ - $ - $ -- --  25,00( 25,000 $ - $ 354,50(
Options (f) 7/1/200¢ $ - $ - $ - - 75,00( 75,000 $ 14.1¢ $ 436,50(
Charles E. Whetzel, ]  Cash Bonu: - $ 9296¢ $ 371,87 $ 743,75 -- -- - $ - $ ==
Shares (e 7/1/200¢ $ - $ - 3 -- -- 10,00( 10,00 $ - $ 141,80(
Options (f) 7/1/200¢ $ - $ - $ - - 40,00( 40,00( $ 14.1¢ $ 232,80(
Frederick J. Rowan, Cash Bonu: -- $ 318,75( $1,275,001 $2,550,00! -- -- - $ - $ ==
Shares - $ - $ - $ - - - - $ - $ -
Options - $ -3 -3 = == == = § = § =

(2) The amounts shown under “Threshold” represent 26#teotarget performance bonus, assuming thredbeéd performance is achieved for
all performance measures. The amounts shown Udeget” represent 100% of the target performarmeuls. The amounts shown under
“Maximun™ represent 200% of the target performance bc

(b) Shares of performance-based restricted stock graotelr. Casey on August 7, 2008 pursuant to the@my’s Equity Incentive Plan. Fifty
percent of these shares will be eligible to vestrufne Company’s reporting of adjusted EPS growtiscal 2009 (over fiscal 2008) and in
fiscal 2010 (over fiscal 2009) of at least 4%¢thiE threshold earnings per share growth is acliavdéiscal 2009 and 2010, then these eligible
shares will vest, in varying percentages, from 38%00%, based on the Company’s compound annuatigmate in earnings per share from
fiscal 2009 to 2010 ranging between 4% and 8%. réhmaining 50% of these shares will then vest imégmounts on December 31, 2011
and December 31, 2012 based on his continued empglaywith the Company. In fiscal 2008, we haveiass that these performance
criteria will be met and that these shares willtv

(c) Time-based stock options granted to Mr. Casey ogu&tu6, 2008 pursuant to the Company’s Equity IticerPlan. These stock options vest
ratably in four equal, annual installments follogithe date of gran

(d) Time-based stock options granted to Mr. Pacificaloly 1, 2008 pursuant to the Companigquity Incentive Plan. These stock options
ratably in three equal, annual installments follagvthe date of gran

(e) Shares of restricted stock granted to Mr. Petty BindWhetzel on July 1, 2008 pursuant to the ComyparEquity Incentive Plan. The
restricted shares vest ratably in four equal, ahinggallments following the date of grai



(f) Time-based stock options granted to Mr. Petty amdWhetzel on July 1, 2008 pursuant to the CompaBygjuity Incentive Plan. These st
options vest ratably in four equal, annual instelts following the date of grar
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OPTION EXERCISES AND STOCK VESTED IN FISCAL 2008

The following table provides information concernimgr named executive officers’ exercises of stqukams and vesting of restricted stock
during fiscal 2008. The table reports, on an agagpebasis, the number of securities acquired egercise of stock options, the dollar value
realized upon exercise of stock options, the nurobshares of restricted stock that have vested ttae dollar value realized upon the vesting of

restricted stock.

Option Awards Stock Awards
Number of
Shares Value Number of
Acquired Realized Shares Value
on on Acquired Realized
Exercise Exercise on Vesting on Vesting
Name #) $) @ (#) $) (b)
Michael D. Case' - % - 6,000 $ 125,52(
Andrew B. North - $ -- 1,80C $ 36,32¢
James C. Petf - $ == 2,50C $ 38,40(
Frederick J. Rowan, 548,35t $9,353,60! - $ -

(a) Aggregate dollar amount was calculated by multiythe number of shares acquired by the differdeteveen the market price of
underlying securities at the time of exercise dredexercise price of the stock optio

(b) Aggregate dollar amount was calculated by multiyihe number of shares acquired on vesting bynidwdket price of the Compars/stocl
on the date of vestin
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OUTSTANDING EQUITY AWARDS AT FISCAL 2008 YEAR-END

The following table provides information regardimgexercised stock options, stock that has notgstied, and equity incentive plan awards
for each named executive officer outstanding ab@®nd of fiscal 2008. Each outstanding awardpsesented by a separate row that indicates the
number of securities underlying the award.

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive Awards:
Equity Plan Market or
Incentive Awards: Payout
Plan Number of Value of
Awards: Unearned Unearned
Number of Number of Shares, Shares,
Number of Securities Securities Units or Units or
Securities Underlying Underlying Other Other
Underlying Unexercised  Unexercisec Rights Rights That
Unexercised Options Unearned Option That Have Have
Options #) Options Exercise Option Not Vested  Not Vested
#) (@) #) Price Expiration # 6))
Name (Exercisable’ (Unexercisable (b) (%) Date (c) (d)
Michael D. Case! 243,48t -- - $ 3.0¢ 8/15/2011 - $ --
160,00( 40,00( - $ 14.81 3/22/2014 - 3 --
6,00( 6,00( - $ 34.32 2/16/201€ - $ =
3,00( 9,00( - $ 22.1¢ 2/15/2017 - $ --
-- 125,00 - $ 17.9(C 8/6/2018 - $ --
-- -- - $ -- -- 90,00 $ 1,731,60
Andrew B. North 32,50( -- - $ 6.9¢ 9/17/2013 - $ --
1,40( 1,40( - $ 34.32 2/16/201€ - $ =
1,50( 4,50( - $ 22.1¢ 2/15/2017 - 3 --
1,50( 4,50( - $ 22.7¢ 12/3/2017 - $ --
-- -- - $ -- -- 5,10 $ 98,12+
Joseph Pacific 389,68t -- - $ 3.0¢ 8/15/2011 - $ --
160,00 40,00( - $ 14.81 3/22/2014 - $ --
- -- 200,000 $ 31.1¢ 11/10/201% - 3 --
-- 200,00( - $ 14.1¢ 7/1/2018 - $ =
James C. Peti 10,00( 30,00( - $ 27.0¢ 6/5/2017 - $ =
- 75,00( - $ 14.1¢ 7/1/2018 - 3 --
-- -- - $ -- -- 3250 $ 625,30(
Charles E. Whetze
Jr. 389,68t -- - $ 3.0¢ 8/15/2011 - $ --
45,00( 15,00( - $ 22.01 5/13/201E - $ --
-- 40,00( - $ 14.1¢ 7/1/2018 - $ =
-- -- - $ -- -- 50,000 $ 962,00(
Frederick J. Rowal
Il 1,060,71i -- - $ 3.0¢ 8/1/2011 - 3 --

(a) Unexercised options relate to the following awa

(i) Mr. Casey was granted 200,000 time-based stockmptin March 22, 2004 with a Black-Scholes faiueadf $6.56 per share and an
exercise price of $14.81 per share. These stoirgpvest in five equal, annual installments failog the date of grant. Mr. Casey was
also granted 12,000 time-based stock options dm Bebruary 16, 2006 and February 15, 2007 withaglBEcholes fair value of $15.59
per share and $10.01 per share, and an exerctseqir$34.32 per share and $22.19 per share, t@sggc In addition, Mr. Casey was
granted 125,000 time-based stock options on Auguad08 with a Black-Scholes fair value of $7.18 gleare and an exercise price of
$17.90 per share. The stock options granted tddsey in fiscal 2006, 2007, and 2008 vest in &mural, annual installments following
the date of gran

(i) Mr. North was granted 2,800 time-based stock optim February 16, 2006 with a Black-Scholes faineaf $15.59 per share and an
exercise price of $34.32 per share. Mr. North alas granted 6,000 time-based stock options onuaepr5, 2007 with a Black-



(iii)

Scholes fair value of $10.01 per share and an eseepeice of $22.19 per share. In addition, MrrtNavas granted 6,000 time-based
stock options on December 3, 2007 with a Black-&shfair value of $9.15 per share and an exeraise pf $22.79 per share. The
stock options granted to Mr. North in fiscal 200812007 vest in four equal, annual installment®fahg the date of gran

Mr. Pacifico was granted 200,00mé-based stock options on March 22, 2004 with @lB&choles fair value of $6.56 per share an
exercise price of $14.81 per share. These stotikragpvest in five equal, annual installments faflog the date of grant. Mr. Pacifi
was also granted 200,000 time-based stock optianduty 1, 2008 with a Blackcholes fair value of $4.89 per share and an ese
price of $14.18 per share. These stock optionsindhree equal, annual installments following tiae of grant
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(iv)

v)

Mr. Petty was granted 40,000 time-based stock pgtian June 5, 2007 with a Bla8Scholes fair value of $12.15 per share an
exercise price of $27.06 per share. Mr. Petty alas granted 75,000 time-based stock options on1]Ju2008 with a Blackscholes fal
value of $5.82 per share and an exercise pricd 4fI8 per share. The stock options granted toPdity in fiscal 2007 and 2008 ves

four equal, annual installments following the datgrant.

Mr. Whetzel was granted 60,000 time-based stoclongton May 13, 2005 with a Blackeholes fair value of $8.71 per share an
exercise price of $22.01 per share. Mr. Whetzed alao granted 40,000 time-based stock optionaulynl) 2008 with a BlaclSchole:
fair value of $5.82 per share and an exercise @fi¢l4.18 per share,. The stock options grardedrt Whetzel in fiscal 2005 and 2C

vest in four equal, annual installments followihg date of gran

(b) Unexercised, unearned stock options relate toathesfing awards

(i)

(c) Equ

0}

(ii)

(iii)

(iv)

Mr. Pacifico was granted 200,000 performance-basaek options on November 10, 2005 with a BlackeBehfair value of $12.68 and
an exercise price of $31.18 per share. Subjdtiet@chievement of individual and Company perforceaargets, these stock options
vest in February 2010. We have assumed that fferéermance criteria will not be met and that thetsares will not ves

ity Incentive Plan awards relate to the follogvgrants

Mr. Casey was granted 12,000 shares of restri¢ctett ®n both February 16, 2006 and February 157 2@th a grant date fair value of
$34.32 per share and $22.19 per share. Thesesgmsttin four equal, annual installments followthg date of grant. Mr. Casey was
also granted 75,000 shares of performance-bastg@ttes stock on August 7, 2008 with a grant date falue of $17.92 per share. Fifty
percent of these shares will be eligible to vestrufhe Company’s reporting of adjusted EPS growtfiscal 2009 (over fiscal 2008) and
in fiscal 2010 (over fiscal 2009) of at least 4%othis threshold earnings per share growth isexdd in fiscal 2009 and 2010, then these
eligible shares will vest, in varying percentagesn 33% to 100%, based on the Company’s compouandal growth rate in earnings
per share from fiscal 2009 to 2010 ranging betw&érand 8%. The remaining 50% of these sharegheiti vest in equal amounts on
December 31, 2011 and December 31, 2012 based @ohiinued employment with the Company. In fi208, we have assumed that
these performance criteria will be met and thasehehares will ves

Mr. North was granted 1,200 shares of restrictedkson February 16, 2006 with a grant date faingaf $34.32 per share. Mr. North
was also granted 3,000 shares of restricted stodloth February 15, 2007 and December 3, 2007 avijtant date fair value of $22.19
and $22.79 per share, respectively. All grants vefour equal, annual installments following ttiete of grant

Mr. Petty was granted 10,000 shares of restridgisckson June 5, 2007 with a grant date fair valu®23.06 per share. Mr. Petty was
also granted 25,000 shares of restricted stockilynl) 2008 with a grant date fair value of $14pE8 share. Both grants vest in four
equal, annual installments following the date afrgr

Mr. Whetzel was granted 40,000 shares of restristeck on May 13, 2005 with a grant date fair valti§22.01 per share. These shares
cliff vest on May 13, 2009. We have assumed tsbsees will vest on May 13, 2009 and in accordavite SFAS 123R, we record the
related expense for these grants ratably overaineyfear vesting period. Mr. Whetzel was also tgdri0,000 shares of restricted stock
on July 1, 2008 with a grant date fair value of $84per share. This grant vests in four equalyahimstallments following the date of

grant.

(d) Amount based on the closing market price per sbiatlee Compan’s common stock on Friday, January 2, 2009 of $1!
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FISCAL 2008 PENSION BENEFITS TABLE

As part of Mr. Rowan’s employment agreement, thenffany had provided him with a SERP which providegfined benefit according to a
formula based on his final average annual salaringuhe highest 36 consecutive months of hisé@stnonths of employment, offset by other
external retirement benefits and Social Securityeffies to which he is entitled. Based on the valfieis other retirement and Social Security
benefits, Mr. Rowan began to receive his monthlyetie payment of $18,990 starting in August 2008 wiill continue to receive $227,878
annually for his lifetime. The plan is fully fundi¢hrough two insurance policies, and the Compaay mot required to make any premium
payments in fiscal 2008. The Company includedhbfxacome of $17,855 in Mr. Rowan’s income, repreig the taxes on the increase in the
present value of the accumulated benefit in fi2E8I8 up to the date of his retirement and assattategross-up.

The following table provides information with regpéo Mr. Rowan’s SERP. The amounts below refleetactuarial present value of
Mr. Rowan’s accumulated benefit under the plan, mated as of January 3, 2009.

Number of Present Payments
Years Value of During
Credited Accumulated Last
Service Benefit Fiscal Year
Name Plan Name (#) (%) ($)
Frederick J. Rowan, SERP - $ 3,030,335 $ 94,95(
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SECURITIES OWNERSHIP OF BENEFICIAL OWNERS,
DIRECTORS, AND EXECUTIVE OFFICERS

The following table sets forth the number of sharethe Company’s common stock owned by each ofdhewing parties as of March 27,
2009, or as of such other date as indicated: @) parson known by the Company to own beneficiaiye than five percent of the outstanding
common stock; (b) the Compasynamed executive officers; (c) each Director; @h)dall Directors and named executive officers gsaup. Unles
otherwise indicated below, the holders addresa 79 Peachtree Street NE"'&loor, Atlanta, Georgia 30309.

Beneficial Ownership

Name of Beneficial Ownet Shares Percent
Barclays Global Investors (. 3,669,15. 6.5%
Friess Associates LLC (: 2,930,80 5.2%
Snow Capital Management, L.P. 2,021,30 3.6%
Wellington Management Company, LLP 1,805,66 3.2%
The Guardian Life Insurance Company of America 1,520,28 2.1%
Michael D. Casey (€ 783,80( 1.4%
Joseph Pacifico (i 867,77t 1.5%
Andrew B. North (8 49,36( *
James C. Petty (¢ 52,00( *
Richard F. Westenberger (1 10,00( *
Charles E. Whetzel, Jr. (1 793,10¢ 1.4%
Bradley M. Bloom (12 167,87¢ *
A. Bruce Cleverly (13 12,67¢ *
Paul Fulton (14 125,58: *
William J. Montgoris (15, 12,84: *
David Pulver (16 278,43« *
John R. Welch (17 51,49 *
Thomas E. Whiddon (1° 102,96. *
All directors and executive officers as a group)( 3,307,91 5.7%

* |ndicates less than 1% of our common st

(1) This information is based on a Schedule 13G filéh the SEC on February 5, 2009. Barclays Globa¢s$tors, NA, Barclays Global Fund
Advisors, Barclays Global Investors, Ltd, Barcl&isbal Investors Japan Limited, Barclays Globaklsters Canada Limited, Barclays Glo
Investors Australia Limited and Barclays Globaldstors (Deutschland) AG as a group have sole vetimger covering 2,797,551 shares of
our common stock and dispositive power covering3,854 shares of our common stock. The addre€dimlays Global Investors is 400
Howard Street, San Francisco, CA 941

(2) This information is based on a Schedule 13G filéh the SEC on February 17, 2009. Friess Assceiat€ is an investment advisor and has
sole voting power covering 2,930,800 shares ofcounmon stock. The address for Friess Associat€sikl115 E. Snow King, Jackson,
WY 83001.

(3) This information is based on a Schedule 13G fil@t the SEC on March 6, 2009. Snow Capital ManaggnmeP. is an investment advisor
and has sole voting power covering 2,002,155 shafrear common stock and dispositive power cove#@21,300 shares of our common
stock. The address for Snow Capital Managemeht,ik.2100 Georgetowne Drive, Suite 400, SewickRannsylvania 1514.

(4) This information is based on a Schedule 13G filétl Whe SEC on November 10, 2008. Wellington Mamgnt Company, LLP has shared
voting power covering 1,370,167 shares of our comstock and shared dispositive power covering 1f@5hshares of our common
stock. The address for Wellington Management Camplal P is 75 State Street, Boston Massachuseft8®.

(5) This information is based on information providedaoSchedule 13G/A filed with the SEC on NovemhetOD8. The Guardian Life
Insurance Company of America shares voting andoditipe power covering 1,520,289 shares of our comstock. The Guardian Life
Insurance Company of America is the parent compdi@uardian Investor Services LLC and RS InvestnMamagement Co. LLC. The
address for The Guardian Life Insurance ComparAnoérica is 388 Market Street, Suite 1700, San ksaog California 94111. Guardian
Investor Services LLC shares voting and disposipioeer covering 1,520,289 shares of our commorkst&S Investment Management Co.
LLC shares voting and dispositive power coverirsR0,289 shares of our common stock. RS Partnerd Shares voting and dispositive
power covering 920,082 shares of our common s

(6) Includes 458,488 shares subject to exercisablé sfatbons, including stock options that will becomeercisable during the 60 days after
March 27, 2009 and 134,000 restricted shg
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(7) Includes 589,688 shares subject to exercisabl& sfattons, including stock options that will becomeercisable during the 60 days after
March 27, 2009

(8) Includes 39,100 shares subject to exercisable stptiéns, including stock options that will becomesrcisable during the 60 days after
March 27, 2009 and 9,050 restricted she

(9) Includes 10,000 shares subject to exercisable stptiins, including stock options that will becomercisable during the 60 days after
March 27, 2009 and 39,500 restricted she

(10) Includes 10,000 restricted shar

(11) Includes 449,688 shares subject to exercisablé siatbons, including stock options that will becomesrcisable during the 60 days after
March 27, 2009 and 55,000 restricted she

(12) Includes 17,874 shares held by Berkshire Partoérshich Mr. Bloom is a member, and as to which Blioom disclaims beneficial
ownership except to the extent of his pecuniargradt therein. Mr. Bloom’s address is c/o BerlksRiartners, One Boston Place, Suite 3300,

Boston, Massachusetts 021
(13) I ncludes 6,481 shares of restricted common s

(14) Mr. Fulton’s address is c/o Bassett Furniture Itdes, Inc., 380 Knollwood Street, Suite 610, WarsSalem, North Carolina 27103. The
total shown next to Mr. Fult¢s name includes 16,000 shares subject to exereistddk options

(15) Includes 4,583 shares of restricted common st

(16) Mr. Pulver is the sole shareholder of Cornerstoapit@l, Inc., which is the record holder of 262,484he shares set forth next to Mr. Pulger’
name above. The total shown next to Mr. PUs name includes 16,000 shares subject to exereisadtk options

(17) Includes 16,000 shares subject to exercisable stoithns.

(18) Includes 1,610,964 shares subject to exercisabbk stptions, including stock options that will bew® exercisable during the 60 days
following March 27, 2009

Section 16(a) Beneficial Ownership Reporting Congpice

Section 16(a) of the Securities Exchange Act of41@3 amended, requires that the Company’s execotficers and directors, and persons
who beneficially own more than ten percent (10%thef Company’s common stock, file initial reportownership and changes in ownership with
the SEC and the NYSE. Based on a review of theesay such forms furnished to the Company, the Qamy believes that all forms were filed in
a timely manner during fiscal 2008.
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PROPOSAL NUMBER TWO
APPROVAL OF THE COMPANY’S AMENDED AND RESTATED 2003 EQUITY INCENTIVE PLAN

On May 12, 2005, the Board adopted and the shitets approved the Amended and Restated 2003yHquintive Plan (the “Existing
Plan”), which provides that 11,488,392 shares may be delivevith respect to awards granted under the iBgi$tlan, with no more than 1,260,(
of such additional shares able to be used for asaitter than stock options. As of March 27, 2@¥%,452 shares of stock were available for
issuance under the Existing Plan. The Compensé&tonmittee, Board of Directors, and the Companyasagement believe it is in the best
interest of the Company and its shareholders tptatie Amended and Restated 2003 Equity Incentiae @he “Plan”). The material
modifications to the Existing Plan are as folloisincreasing the maximum number of shares oflstn@ilable under the Existing Plan by 565,
shares from 11,488,392 shares to 12,053,392 sKayeemoving the limitation on the number of skaithat may be used for awards other than
stock options and replacing it with a provisionuieipg any awards, with the exception of optiond atock appreciation rights, to reduce the shares
of stock available for issuance under the Plan.Bg $hares for each share subject to the awardegka(iii) prohibiting the ability to provide
dividend equivalents for stock options or stockrapjation rights; and (iv) requiring that the numbéshares of common stock available for
issuance under the Plan be reduced by the aggnegiaiieer of shares subject to a stock appreciaiggrn upon the exercise of the stock apprecie
right. These modifications and the following déstion are summaries of the material features efRlan but may not contain all the information
you may wish to know. We encourage you to reviesventire text of the Plan which is attached heastdppendix A. The Plan is not required to
be qualified under Section 401 of the Internal RexeCode of 1986 (“the Code”) nor is it subjecthte provisions of the Employee Retirement
Income Security Act of 1974. The Compensation Cdtes has recommended and the Board of Direct@spproved the Amended and Restated
2003 Equity Incentive Plan.

The Company intends to file a registration statehunder the Securities Act covering all sharesoafimon stock reserved for issuance under
the Plan. The registration statement is expeactdxt fiiled as soon as practicable after approvéiePlan.

Summary of the Amended and Restated 2003 Equity lentive Plan

Purpose. The Plan enhances the Company’s ability to caetiio attract and retain able key employees amddirs, reward such
individuals for their contributions, and encourageh individuals to take into account the long-témterests of the Company and its
subsidiaries. To this end, the Plan permits thea@my to grant a variety of stock and cash-basexdtdsiand related benefits, including stock
options, stock appreciation rights, restricted rrestricted stock awards, promises to deliver stodke future, rights to receive cash or stockebas
on performance, and cash grants or loans madenimection with other awards.

Administration. The administrator is the Compensation Committeth®Board of Directors. The administrator will e terms of all
awards including the exercise price for awards llaake one. Subject only to the limitations prodide the Plan, the administrator has discretionary
authority to interpret the Plan; determine eligipifor and grant awards; determine, modify, or weathe terms and conditions of any award;
prescribe forms, rules, and procedures; and otkerdo all things necessary to carry out the pugpokthe Plan. In the case of any award intended
to be eligible for the performance-based compenisakception under Section 162(m), the administiatends to exercise its discretion under the
Plan so as to qualify the award for that exceptiDeterminations of the administrator made underRtan are conclusive and bind all parties.

Eligibility and Participation. Directors and key employees who, in the opinibthe Plan’s administrator, are in a position takma
significant contribution to the success of the Campand its subsidiaries will be eligible to reeeawards under the Plan. Over 80 people are
currently eligible to participate in the Plan.

Effective Date and Term. Our equity incentive plan was originally adoptedfargust 15, 2001 and was approved by shareholaters o
August 15, 2001. The provisions of the equity itoe plan were amended, and restated, and then@lamenamed on October 10, 2003, and
approved by the shareholders and the Board on @xcfidh 2003 prior to our initial public offeringdsubsequently at our Annual Meeting of
Shareholders on May 14, 2004. The Existing Plas fiiether amended and restated and subsequentigvagapby shareholders at the Company’s
2005 annual meeting of shareholders on May 12, 200 effective date of the Plan if Proposal Numbeo is approved, will be May 14, 2009,
the date of our Annual Meeting. Although the numtifeshares that may be granted under the Plamitet, as described below, there is no time
limit on the duration of the Plan itself. Howeveg, incentive stock options may be granted undePian after August 15, 2011.
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Shares Subject to the Plan

Number of Shares. If Proposal Number Two is approved, the aggrege®imum number of shares of common stock that Ineagleliverec
in satisfaction of awards under the Plan will beréased by 565,000 shares to 12,053,392, subjedjustment in the event of certain changes in
our capitalization as described below. Any shafeommon stock granted in connection with awarttieiothan options and stock appreciation
rights will reduce the number of shares of commonlsavailable for issuance under the Plan by $htfes for every one share of stock subject to
such award. With respect to stock appreciationtsigf such a right is exercised, the number afst of stock deemed to have been issued under
the Plan will be reduced by the aggregate numbshaffes subject to the stock appreciation riglex@scised. If shares of common stock are
withheld from an award granted under the Plan deoto satisfy tax withholding obligations, the riaen of shares of stock deemed to have been
issued under the Plan will be the aggregate numiteares subject to the award or the portion efativard that was exercised or settled.

As of March 27, 2009, the total number of sharesomfimon stock underlying the awards granted uridePtan was 5,910,997, and the price
per share of our common stock on the same dat&¥&36. If any award granted under the Plan teates) or is otherwise forfeited in whole or in
part, before it is fully exercised, or upon exegds satisfied other than by delivery of stock, tiuenber of shares as to which such award was not
exercised shall be available for future grantse fitaximum number of shares that may be issued tinedfxisting Plan represents approximately
20.3% of the total number of shares of our commoaksoutstanding on March 27, 2009, and 21.3%adpBsal Number Two is approved,
excluding treasury shares.

Adjustments to Awards. In the event of a stock dividend, stock split, ombination of shares (including a reverse stock)spl
recapitalization or other change in our capitalctire, the administrator will make appropriateuattnents to the maximum number of shares that
may be delivered under the Plan and to the maxirsheme limits on awards to individual participanthe administrator will also make appropriate
adjustments to the number and kind of shares oksipsecurities subject to awards then outstandirspibsequently granted, any exercise prices
relating to awards, and any other provision of asaffected by such change. The administrator atsrymake the adjustments described above to
take into account distributions to shareholdergiothan stock dividends or normal cash dividend®enml changes in accounting practices or
principles, extraordinary dividends, mergers, ctidations, acquisitions, dispositions or similarsactions involving the Company’s stock, or any
other event, if it determines that adjustmentsaggropriate to avoid distortion in the operatioribaf Plan and to preserve the value of awards made
under the Plan.

Shares to be Delivered. Shares delivered under the Plan will be authorimgdunissued common stock, or previously issuednsomstock
that we acquire and hold in our treasury. No feeat! shares will be delivered under the Plan.

Section 162(m) Limits and Requirements The maximum number of shares for which stock ogtimay be granted to any person in any
calendar year and the maximum number of sharesdutioj stock appreciation rights granted to anggein any calendar year will each be
1,000,000, subject to adjustments in the evenhahges in our capitalization as described abov rlaximum benefit that may be paid to any
person under other awards in any calendar yeabwilto the extent paid in shares, 1,000,000 slfardkeir value in dollars), subject to adjustns
in the event of changes in our capitalization asdeed above, and, with respect to any cash gnade in connection with a related award to de
the cost of the award to a participant, only th@ant necessary to defray all or part of the coshefrelated award to the participant.

In the case of any performance award intended adifguas performance-based for the purposes ofi@ed62(m), the Plan and such award
will be construed so as to qualify the award farhsaxception. With respect to performance awahdsadministrator will pre-establish, in writing,
specific performance criteria no later than 90 dafysr the start of the period of performance (araearlier time if necessary to qualify the award
as performance-based under Section 162(m)). Ttierpgnce criteria shall serve as a condition toghant, vesting, or payment of the
performance award, as determined by the admirnistrathe performance criteria pre-established lyattiministrator will be an objectively
determinable measure of performance relating toosiany combination of the following (determinether on a consolidated basis or, as the
context permits, on a divisional, subsidiary, lofdousiness, project or geographical basis, opmhinations thereof): sales; revenues; assets;
expenses; earnings before or after deduction far @ny portion of interest, taxes, depreciatimnamortization, whether or not on a
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continuing operations or an aggregate or per dh&sis; return on equity, investment, capital oetssne or more operating ratios; borrowing
levels, leverage ratios or credit rating; marketrehcapital expenditures; cash flow; stock pratgreholder return; sales of particular products or
services; customer acquisition or retention; adtjois and divestitures (in whole or in part); jouentures and strategic alliances; spin-offstspli
ups and the like; reorganizations; or recapitailires, restructurings, financings (issuance of @elgquity), or refinancings. A performance crive
measure determined by the administrator need nbabed upon an increase, a positive or improvedtyes avoidance of loss. Prior to the grant,
vesting, or payment of the performance award, as#éise may be, the administrator will determinethdrethe performance criteria have been
attained and such determination will be conclusiiféhe performance criteria are not attainedptteer award will be provided in substitution of -
performance award. The provisions of this pardysaitl not apply to an award that consists of aktoption or stock appreciation right that was
granted with an exercise price not less than tmerfarket value of the underlying stock on the dstgrant.

Awards

Stock Options. The administrator may from time to time award stopkions to any participant subject to the limitas described
above. Stock options give the holder the righuachase shares of our common stock within a dpdgiferiod of time at a specified price and
subject to other terms and conditions. Two tyfdestack options may be granted under the Plannitiee stock options, or “ISOs,” which are
subject to special tax treatment as described helad non-statutory options. As indicated aboligibdlity for ISOs is limited to our
employees. The expiration date of an ISO cannobhde than ten years after the date of the origjreht. The expiration date of a non-statutory
option is determined by the discretion of the adstiator. The exercise price of any option granteder the Plan cannot be less than the fair
market value of the underlying stock on the datgraht. The administrator also determines all otbenms and conditions related to the exercise of
a stock option, including the consideration to b&lpif any, for the grant of the stock optionsg thme at which stock options may be exercised, and
conditions related to the exercise of stock options

Stock Appreciation Rights. The administrator may grant stock appreciatights under the Plan. A stock appreciation righitles the
holder upon exercise to receive common stock equadlue to the excess of the fair market valuthefshares of stock subject to the right over the
fair market value of such shares on the date aftgra

Stock Awards; Deferred Stock. The Plan provides for awards of nontransferabéges of restricted common stock, as well as unceest
shares of common stock. Awards of restricted amdstricted stock may be made in exchange forgeastces or other lawful
consideration. Generally, awards of restrictedlstre subject to the requirement that the shagderfeited or resold to us unless specified
conditions are met. Other awards under the Planaisa be settled with restricted stock. The Rlsio provides for deferred stock grants entitling
the recipient to receive shares of common stodkerfuture on such conditions as the administnatay specify.

Performance Awards. The administrator may also make awards subjettte@atisfaction of specified performance criteffhe
performance criteria used in connection with aipaldr performance award will be determined bydleninistrator. In the case of performance
awards intended to qualify for exemption under Beact62(m), limits and requirements described ahowder “162(m) Limits and Requirements”

will apply.

Dividend Equivalents. With the exception of stock options and stock apiptén rights, the Administrator may provide foetpayment of
amounts in lieu of cash dividends or other castridligions with respect to stock subject to an alvar

Non-Transferability . No award may be transferred other than by wibhythe laws of descent and distribution, andrmlyig participant’s
lifetime an award may be exercised only by theigigant; provided, however, that the foregoing doeesprohibit any transfer of an award of
unrestricted stock or, for periods after restricttatk ceases to be subject to restrictions reguthat it be redeemed or offered for sale to the
Company if specified conditions are not satisfied.

Effect, Discontinuance, Cancellation, Amendment, ahTermination. Neither adoption of the Plan nor the grant of mlsdo a participar
shall affect our right to make awards to such pgudint that are not subject to the Plan, to isbiages to such participant as a bonus or otheraise,
to adopt other plans or compensation arrangemeaisrwhich shares may be issued.

The administrator may at any time discontinue dgngndwards under the Plan. With the consent op#récipant, the administrator may at
any time cancel an existing award in whole or irt pad grant another award for such number of shasehe administrator specifies. The
administrator may, but is not obligated to, at ime amend the Plan or any outstanding award ®ptirpose of satisfying the requirements of
Section 409A or Section 422 of the Code, or of eimynges in applicable laws or regulations or fgr@her purpose that may at the time be
permitted by law, or may at any time terminateRfen as to any further grants of awards. Howessarept to the
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extent expressly required by the Plan, no such dment adversely affect the rights of any partictgarnthout his or her consent) under any award
previously granted, nor such amendment, withougftygroval of the shareholders, effectuate a chtorgehich shareholder approval is required
under the listing standards of the NYSE or in ofdetthe Plan to continue to qualify for the awafdncentive stock options under Section 422 of
the Code.

Federal Tax Effects. The following discussion summarizes the matdteeral income tax consequences of the grantxardise of stock
options under the Plan, based on the Federal in¢caxiaws in effect on the date of this proxy ste¢at. The summary does not purport to be a
complete description of Federal tax consequenesithy be associated with the Plan, nor does ircstate, local, or non-United States taxes.

Incentive Stock Options. In general, an optionee realizes no taxable ircopon the grant of an ISO and does not realizeoedipary
income in connection with the exercise of the IS@wever, the exercise of an ISO may result inl@rr@ative minimum tax liability to the
optionee. With certain exceptions, if a dispositaf shares purchased under an ISO occurs wittoryears from the date of grant or within one
year after exercise, the so-called "disqualifyidggposition results in ordinary income to the opée (and a deduction available to the Company)
equal to the excess of the fair market value oftiares at the time of exercise over the exercise.pAny additional gain recognized on the
disposition is treated as a capital gain for whighare not entitled to a deduction. If the opt®dees not dispose of the shares until after the
expiration of these one- and two-year holding gisj@ny gain or loss recognized upon a subsegaknisstreated as a lorigem capital gain or lo:
for which we are not entitled to a deduction.

Non-Statutory Options. In general, a grantee realizes no taxable incortteeatme of the grant of a non-statutory optiom, tealizes
ordinary income in connection with the exercis¢hef option in an amount equal to the excess ofainenarket value of the shares at the time of
exercise over the exercise price. A correspondedyction is available to the Company. Any gaitoes recognized upon a subsequent sale or
exchange of the shares is treated as a capitabgéiss, long or shoterm depending on the period the shares are halayHich we are not entitle
to a deduction.

ISOs are treated as non-statutory stock optiotiset@xtent they first become exercisable by arviddal in any calendar year for shares
having an aggregate fair market value (determirseaf ¢he date of grant) in excess of $100,000gelmeral, ISOs are also treated as non-statutory
options to the extent that they are exercised byotitionee more than three months after terminati@mployment.

Under the so-called "golden parachute” provisidithe Internal Revenue Code, options that are grhat that vest in connection with a
change in control of the Company may be requirdzktoalued and taken into account in determiningthwr the participant has received payments
in the nature of compensation that are contingerthe change in control in excess of certain limlfshese limits are exceeded the excess may be
subject to an additional 20% Federal tax and maydmeleductible to the Company.

2003 Equity Incentive Plan Benefits. The future benefits or amounts that would be resmbivnder the 2003 Equity Incentive Plan by
executive officers, non-executive directors, and-egecutive officer employees are discretionary amdtherefore not determinable at this time. In
addition, the benefits or amounts which would hlagen received by or allocated to such persons uhdd?lan during the last completed fiscal »
in which the Plan was in effect cannot be deterchine

The foregoing is only a summary of the Amended anBRestated 2003 Equity Incentive Plan, a copy of whicis attached hereto as Appendix
A.

Our Board recommends a vote FOR the approval of thémended and Restated 2003 Equity Incentive Plan.
Vote Required
The approval of Proposal Number Two requires tffienadtive vote of the holders of a majority of thieares of common stock present or
represented at the meeting and voted on the Priogiodee Annual Meeting. Votes may be cast in fasfoor against Proposal Number
Two. Shareholders may also abstain from votingPmposal Number Two. Votes to abstain will be ¢edrioward a quorum, but will be excluded

entirely from the tabulation of votes, and, therefavill have the effect of votes “against” thisoposal. Proxies that are granted without providing
voting instructions will be voteBOR the approval of Proposal Number Two.
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EQUITY COMPENSATION PLAN INFORMATION
The following table provides information about thempany’s equity compensation plan as of the erit ddist fiscal year:

Number of securities
remaining available for
future issuance under
Number of securities to bt Weighted-average the equity compensatiol

issued upon exercise  exercise price of plans (excluding
of outstanding options, outstanding options securities reflected in

Plan Category warrants, and rights  warrants, and rights first column)
Equity compensation plans approve

by security holder(1) 5,066,59(2) $ 10.03 1,440,82
Equity compensation plans not

approved by security holders - - -

Total 5,066,59: $ 10.0¢ 1,440,82

(1) Represents stock options that are outstandingabiatie available for future issuance pursuantéddbmpan’s Equity Incentive Plar

(2) The weighte-average contractual life for all outstanding stopkions as of January 3, 2009 was approximately yieéirs

TRANSACTIONS WITH RELATED PERSONS, PROMOTERS, AND C ERTAIN CONTROL PERSONS
The Company has a written policy that requiresgrafisactions with related persons be reviewed byChief Financial Officer, and all such
transactions involving more than $10,000 be reviewith and approved by our Audit Committee. OuregEFinancial Officer annually reviews all
transactions with related persons with our AudibPattee.

There were no such transactions during fiscal 2008.
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AUDIT COMMITTEE REPORT

The Audit Committee reviews the Company’s accouptauditing, and financial reporting process ondliebf the Board. Management has
the primary responsibility for establishing and ntaining adequate internal financial controls,dogparing the financial statements, and for the
public reporting process. PwC, the Company’s irtelent registered public accounting firm, is resjtde for expressing opinions on the
conformity of the Company’s audited consolidatethficial statements with accounting principles gaheaccepted in the United States of
America and on the effectiveness of the Compamgé&rmal control over financial reporting.

The Audit Committee has reviewed and discussed midhagement and PwC the audited consolidated fimlestatements for the fiscal year
ended January 3, 2009 and PwC'’s evaluation offfeeteveness of the Company’s internal control ofieancial reporting. The Audit Committee
has discussed with PwC the matters that are rattorbe discussed by Statement on Auditing Starsddod 61 (Communication with Audit
Committees), as amended, as adopted by the Pulatip@ny Accounting Oversight Board in Rule 3200TCrPhas provided to the Audit
Committee the written disclosures and the lettquired by applicable requirements of the Public @any Accounting Oversight Board regarding
the independent registered public accounting firmdependence, and the Audit Committee has disdusigk PwC its independence. The Audit
Committee has concluded that PwC'’s provision ofitaarttd non-audit services to the Company and fibeés are compatible with PwC'’s
independence.

Based on the considerations and discussions rdftgrabove, the Audit Committee recommended taBmard of Directors that the audited
consolidated financial statements for the fiscalryended January 3, 2009 be included in our AnReglort on Form 10-K for fiscal 2008 for filing
with the SEC.

Submitted by the Audit Committee
Mr. David Pulver, Chairman

Mr. William J. Montgoris
Mr. Thomas E. Whiddon
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PROPOSAL NUMBER THREE
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTING FIRM

The Audit Committee of the Board of Directors hppainted PwC to serve as our independent regismrblic accounting firm for fiscal
2009. The Board is submitting the appointmentw€CRas our independent registered public accouriitimgfor shareholder ratification. The Boe
recommends that shareholders ratify this appointmaethe Annual Meeting. A representative of Pw@xpected to attend the Annual Meeting and
will be available to respond to appropriate questioFor additional information regarding the Compa relationship with PwC, please refer to the
Audit Committee Report above.

The Audit Committee has also adopted policies andqulures for pre-approving all non-audit work perfed by PwC. The Audit
Committee has pre-approved the use of PwC for Bpégpes of services that fall within categoridsion-audit services, including various tax
services. The Audit Committee receives regulamatgslias to the fees associated with the serviaeaith subject to pre-approval. Services that do
not fall within a pre-approved category requirecie consideration and pre-approval by the Audin@nittee.

The aggregate fees that the Company incurred &degsional services rendered by PwC for the figeals ended January 3, 2009 and
December 29, 2007 were as follows:

2008 2007
Audit Fees $ 926,006 $ 966,28
Audit-Related Fee -- 73,64¢
Tax Fees - 147,00(
Software License Fees 3,00( 6,25(
Total Fees $ 929,006 $ 1,193,18:

« Audit Feesfor the fiscal years ended January 3, 2009 andkee29, 2007 were for professional services rezutifar the integrated
audit of the consolidated financial statementsiatetnal control over financial reporting of the@pany, other auditing procedures
related to the adoption of new accounting prononma#s and review of other significant transacti@mgl related out-of-pocket
expenses

« Audit-Related Feesfor the fiscal year ended December 29, 2007 waradsurance services related to employee benefitaldits and
related oL-of-pocket expense

« Tax Feesfor the fiscal year ended December 29, 2007 warsdovices related to tax consultation and compéaspecial projects, and
related oL-of-pocket expense

The Board recommends a vote FOR the ratification othe appointment of PricewaterhouseCoopers LLP ashie Company’s independent
registered public accounting firm.

Vote Required

The approval of Proposal Number Three requiresffienative vote of the holders of a majority obthhares of common stock present or
represented at the meeting and voted on the Priogiottee Annual Meeting. Votes may be cast in fasfoor against Proposal Number
Three. Shareholders may also abstain from votmBroposal Number Three. Votes to abstain wikdented toward a quorum, but will be
excluded entirely from the tabulation of votes, ahérefore, will have the effect of votes “againkis Proposal. Proxies that are granted without
providing voting instructions will be votdgOR the approval of Proposal Number Three.

OTHER MATTERS

As of the date of this proxy statement, we knowm@business that will be presented for considanatidthe Annual Meeting, other than the
items referred to above. If any other matter @pprly brought before the Annual Meeting for actignshareholders, proxies in the enclosed form
returned to the Company will be voted in accordanitk the recommendation of the Board or, in theesite of such a recommendation, in
accordance with the judgment of the proxy holder.
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APPENDIX A

CARTER'S, INC.
AMENDED AND RESTATED 2003 EQUITY INCENTIVE PLAN

1. Definitions.

Exhibit A, which is incorporated by reference, defines thegeused in the Plan and sets forth certain opetioles related to those
terms.

2. Purpose.

The purpose of this amended and restated Plaraidviance the interests of the Company by enhankangbility of the Company and its
subsidiaries to attract and retain able Employeéshirectors; to reward such individuals for theantributions; and to encourage such individuals
to take into account the long-term interests ofGloenpany and its subsidiaries by providing forghent to Participants of Stock-based incentive
Awards.

3.  Administration.

The Administrator has discretionary authority, sabjonly to the express provisions of the Plamterpret the Plan; determine eligibility
for and grant Awards; determine, modify or waive terms and conditions of any Award; prescribe &rmales and procedures; and otherwise do
all things necessary to carry out the purposeke@ftan. In the case of any Award intended to iggboéd for the performance-based compensation
exception under Section 162(m), of the Code, thmiadstrator will exercise its discretion consistanth qualifying the Award for that exception.
Determinations of the Administrator made underRban will be conclusive and will bind all parties.

4. Effective Date and Term of Plan.

The Plan was originally adopted on August 15, 2&0d was approved by shareholders on August 15, 2Z0@&1Plan was amended,
restated and renamed on October 10, 2003, andagphy shareholders on October 10, 2003, pridnectompany's initial public offering, and
subsequently at the Company's 2004 annual meetisigaoeholders on May 14, 2004. The Plan was fugheended and restated and subsequently
approved by shareholders at the Company’s 2005ahmmeeting of shareholders on May 12, 2005. Theigians of this amendment and
restatement of the Plan, including without limibatithe increase in the number of shares availalbe telivered under Awards, shall become
effective on the date on which this amendment asthtement is approved by the shareholders of tihgp@ny. Except as hereinafter provided, any
Award made prior to shareholder approval of theradnmeent and restatement set forth herein shall besuto the terms of the Plan as in effect
prior to such amendment and restatement. Notwitkgtg the foregoing, an Award may be made undetdims of this amendment and
restatement of the Plan but prior to shareholdprayal of such amendment and restatement if therdwgaconditioned upon such approval.

No ISOs may be granted under the Plan after Authis?011
5. Shares Subject to the Plan.

(&) Number of Shares. The aggregate maximum number of shares of Stotkbg be delivered in satisfaction of Awards unither Plan
shall be 12,053,392. Any shares of Stock grantedimection with Options and SARs shall be couaggnst this limit as one share of
Stock for every one share subject to the OptioB&IR. Any shares of Stock granted in connection Witkards other than Options and
SARs shall be counted against this limit as 1.46ehof Stock for every one share of stock suljettte underlying Award. With respect
to SARs, if a SAR is exercised the number of shafatock deemed to have been issued under thesR&hbe the aggregate number of
shares subject to the SAR and not just by the nuwiftghares actually delivered upon Exercise ofSAR. For the avoidance of doubt, if
any Award granted under the Plan terminates withauing been exercised in full, or is otherwisddited in whole or in part, or upon
exercise is satisfied other than by delivery ofc8tdhe number of shares of Stock as to which gwehrd was not exercised shall be
available for future grants. For the avoidanceamfltt, all of the shares of Stock available forly under Awards issued under the Plan
immediately prior to the effective date of thistetement shall remain available for delivery unaiey type of Award granted under the
Plan. If shares of Stock are withheld from an Adviar order to satisfy a Participant's tax withholgiobligations with respect to such
Award pursuant to Section 7(a)(iv) of the Plan, tnenber of shares of Stock deemed to have beeedasuder the Plan shall be the
number of shares of Stock that were subject tdthard or portion thereof so exercised or settled aot the net number of shares of St
actually issued upon the exercise or settlement.
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(b) SharestobeDdivered. Stock delivered under the Plan shall be authormédinissued Stock, or if the Administrator so desiin its sol
discretion, previously issued Stock acquired byGbenpany and held in its treasumdo fractional shares of Stock shall be deliveredan
the Plan.

(c) Section 162(m) Limits. The maximum number of shares of Stock for whiclkcstptions may be granted to any person in anyndale
year and the maximum number of shares of Stoclesuty SARs granted to any person in any calenelar will each be 1,000,000. The
maximum benefit that may be paid to any person uotter Awards in any calendar year will be, to ¢éixéent paid in shares, 1,000,000
shares (or their value in dollars), and, with respe any cash Award made in connection with ateel@ward pursuant to paragraph (vii)
under the definition of "Award" in Appendix A, amaunt not to exceed the amount necessary to defraiiole or in part the cost
(including tax cost) of the related Award to thetlRgant. The Plan and Awards hereunder made teefeal Employees (as such term is
defined in Section 162(m)) are intended to satBd#gtion 162(m) and shall be construed in accordasitbethat intention.

6. Eligibility and Participation.

Persons eligible to receive Awards under the Ptafl e such Employees and Directors selected éAtministrator. Eligibility for ISO:
is limited to Employees of the Company or of a guarcorporation” or a "subsidiary corporation” loé tCompany as those terms are defined in
Section 424 of the Code.

7. Termsand Conditions of Awards.
(a) All Awards.
(i) Award Provisions. The Administrator will determine the terms of Alwards, subject to the limitations provided herein

(i) Transferability. No Award may be transferred other than by wilbgrthe laws of descent and distribution, and dyerParticipant's
lifetime an Award may be exercised only by him er;lprovided, however , that the foregoing provisions shall not prohth# transfer
of an Award of Unrestricted Stock or, for periodt®aRestricted Stock ceases to be subject toictstrs requiring that it be
redelivered or offered for sale to the Companyédafied conditions are not satisfied, Restrictéatk.

(iii) Vesting, Etc. An Award will vest or become exercisable at sticte or times and upon such conditions as the Adsnator shall

specify. Without limiting the foregoing, the Admstiator may at any time accelerate the vestingeraisability of all or any part of ¢
Award.

(iv) Taxes. The Administrator will make such provision foettvithholding of taxes as it deems necessary. TdmiAistrator may, but
need not, hold back shares of Stock from an Awakomit a Participant to tender previously ownkdrss of Stock (which in the
case of Stock acquired from the Company shall lb@es owned by the Participant for such minimum tiifn@ny, as the Administratt
may determine) in satisfaction of tax withholdimgiuirements (but not in excess of the minimum vattiimg required by law).
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v)

Dividend Equivalents, Etc.  With the exception of Stock Options and SARs,Aldeninistrator may provide for the payment of amis
in lieu of cash dividends or other cash distribagiovith respect to Stock subject to an Award.

(vi) Section 162(m). Except as hereinafter provided, this Section(V{gpplies to any Performance Award intendedualify as

performancedased for the purposes of Section 162(m). In tke chany Performance Award to which this Secti@)(¥i) applies, th
Plan and such Award will be construed to the maxmextent permitted by law in a manner consistett gualifying the Award for
such exception. With respect to such Performancardsy the Administrator will pre-establish, in wrg, one or more specific
Performance Criteria no later than 90 days aftectmmencement of the period of service to whiehpgrformance relates (or at s
earlier time as is required to qualify the Awardbasformance-based under Section 162(m)). The feafuce Criteria so established
shall serve as a condition to the grant, vestingagment of the Performance Award, as determinettiéydministrator. Prior to
grant, vesting or payment of the Performance Awasdhe case may be, the Administrator will cemifyether the Performance
Criteria have been attained and such determinatilbive final and conclusive. If the Performanceté&hia with respect to the Award
are not attained, no other Award will be providegubstitution of the Performance Award.

(b) Awards Requiring Exercise.

(i)

(ii)

Time and Manner of Exercise of Awards. Any exercise of an Award shall be in writing, rségl by the proper person and furnished to
the Company, accompanied by (A) such documentsagshem required by the Administrator and (B) paymieritill as specified

below. A Stock Option shall be exercisable duringhsperiod or periods as the Administrator may gpethe latest date on which a
Stock Option may be exercised shall be the Expinaate.

Exercise Price. The Exercise Price shall be determined by the iAdtnator, but shall not be less than 100% offh& Market Value

at the time the Stock Option or SAR is granted;st@ll the Exercise Price be less, in the casa ofiginal issue of authorized stock,
than par value. No such Award, once granted, magimiced (which includes both a lowering of theeEeise Price and the
cancellation of an outstanding Stock Option or S¥Rompanied by the grant of a replacement Awatdetame or a different type)
other than in accordance with the applicable stiddeln approval requirements of the New York Stogkhange (or the rules of such
other market in which the shares of the Comparngtkgshen are listed). In no event shall the Exsrétrice of an ISO granted to a ten-
percent shareholder be less than 110% of the Faikél Value at the time the Stock Option is awarded this purpose, "ten-percent
shareholder” shall mean any Participant who atithe of grant owns directly, or by reason of theilatition rules set forth in

Section 424(d) of the Code is deemed to own, gposksessing more than 10% of the total combinesggiower of all classes of
stock of the Company or of any of its parent orsidilary corporations.

(iii) Term. The Administrator shall determine the term of eStiick Option and SAR, provided that in no evemtlsuch term extend

beyond the Expiration Date.

(iv) Payment of Exercise Price. Stock purchased upon exercise of a Stock Optialeiuthe Plan shall be paid for as follows: (it@sh, by

check acceptable to the Administrator (determimealcicordance with such guidelines as the Admingtraay prescribe), or by
money order payable to the order of the Compantij)af so permitted by the Administrator, (A) tugh the delivery of shares of
Stock (which, in the case of Stock acquired from@ompany, shall have been held for at least sixthsounless the Administrator
approves a shorter period) having a Fair Marketu¥an the last business day preceding the datecotise equal to the exercise pr
(B) through a broker-assisted exercise programpaabte to the Administrator, (C) by other meanseptable to the administrator or
(D) by any combination of the foregoing permissitdens of paymentprovided , that if the Stock delivered upon exercise of$teck
Option is an original issue of authorized StocKeast so much of the Exercise Price as reprefilemisar value of such Stock shall be
paid other than with a personal check of the pees@ncising the Stock Option.




(v) Delivery of Sock. A Participant shall not have the rights of a shatder with regard to Awards under the Plan exaspb Stock
actually received by him or her under the Plan.

The Company shall not be obligated to deliver simgres of Stock under the Plan (i) until, in thenmn of the Company's counsel, all
applicable federal and state laws and regulatiane lbeen complied with, (i) if the outstanding &tds at the time listed on any stock
exchange, until the shares to be delivered have lited or authorized to be listed on such exchampn official notice of issuance, and
(iii) until all other legal matters in connectiontlwthe issuance and delivery of such shares haga bpproved by the Company's counsel.
Without limiting the generality of the foregoing the sale of Stock has not been registered umaéeBecurities Act, the Company may require,
as a condition to exercise of the Award, such prEations or agreements as counsel for the Compagyconsider appropriate to avoid
violation of the Securities Act and may requirettti certificates evidencing such Stock bear gm@piate legend restricting transfer.

If an Award is exercised by the executor or adstiator of a deceased Participant, or by the peosg@ersons to whom the Award has
been transferred by the Participant's will or thplaable laws of descent and distribution, the Aastrator shall be under no obligation to
deliver Stock pursuant to exercise until the Adstiritor is satisfied as to the authority of thesparor persons exercising the Award.

(vi) ISOs. In the case of an ISO, the Administrator may negas a condition of exercise that the Particigaetrcising the 1ISO agree to
inform the Company promptly of any disposition (viit the meaning of Section 424(c) of the Code &ed¢gulations thereunder) of
Stock received upon exercise of the 1SO.

(c) Awards Not Requiring Exercise.

Awards of Restricted Stock and Unrestrictecctmay be made in exchange for past services er talvful consideration.
Effect of Certain Transactions.
(a) Mergers, Etc.

Except as otherwise provided in an Award, inglient of a Covered Transaction in which there ia@quiring or surviving entity the
following rules shall apply:

(i) Awards Other Than Stock Options.

(A) The Administrator may provide for the assumptiosae or all outstanding Awards, or for the grdntew awards in
substitution therefore, by the acquirer or survieoan affiliate of the acquirer or survivor, inckacase on such terms and subject
to such conditions as the Administrator determines.

(B) In the absence of such an assumption or if theme substitution, except as otherwise providedhanAward, each SAR and other
Award requiring exercise (other than Stock Optiomi) become fully exercisable, and the deliverysbires of Stock issuable
under each outstanding Award of Deferred Stock éllaccelerated and such shares will be issuedt, tprthe Covered
Transaction, in each case on a basis that givesatlder of the Award a reasonable opportunity, eteminined by the
Administrator, following exercise of the Award tetissuance of the shares, as the case may betitgate as a shareholder in
the Covered Transaction, and the Award will teréngpon consummation of the Covered Transaction.

(C) In the case of Restricted Stock, the Administratay require that any amounts delivered, exchangetherwise paid in respect
of such Stock in connection with the Covered Tratisa be placed in escrow or otherwise made sulipestich restrictions as the
Administrator deems appropriate to carry out thierihof the Plan.




(i) Stock Options.

(A) Subject to paragraph 8(a)(ii)(B) below, all outstiaug Stock Options will cease to be exercisablewifide forfeited (after any
payment or other consideration deemed equitabtedyAdministrator for the termination of any vestextion of any Award is
made), as of the effective time of the Covered 3aation; provided, that the Administrator may gsble discretion on or prior to
the effective date of the Covered Transactionp{ake any outstanding Stock Options exercisablaitqgy in full, (2) remove an
performance or other conditions or restrictionsaag Stock Options, and/or (3) in the event of a&lesd Transaction under the
terms of which holders of the Stock of the Compaillyreceive upon consummation thereof a paymeftetiver cash, nooash o
a combination of the foregoing) for each shareughsStock surrendered in the Covered Transactiakeror provide for a
payment (whether cash, non-cash or a combinatidimeoforegoing) to the Participant equal to théedénce between (A) the Fair
Market Value times the number of shares of Stotkesui to outstanding Stock Options (to the exthahtexercisable at prices not
in excess of the Fair Market Value) and (B) theraggte Exercise Price of all such outstanding S€@gtons in exchange for the
termination of such Stock Options.

(B) With respect to an outstanding Stock Option helé Barticipant who, following the Covered Transactiwill be employed by or
otherwise providing services to an entity whicl isurviving or acquiring entity in the Covered T3action or an affiliate of such
an entity, the Administrator may at or prior to #féective time of the Covered Transaction, irsitde discretion and in lieu of the
action described in paragraph 8(a)(ii)(A) aboveamge to have such surviving or acquiring entitaffitiate assume any Stock
Option held by such Participant outstanding hereund grant a replacement award which, in the juglgnof the Administrator,
substantially equivalent to any Stock Option beiglaced.

(iii) Other Stuations. The Administrator may grant Awards under the Rtaesubstitution for awards held by Employees atreé&ors of

another corporation who concurrently become Emmsya Directors of the Company or a subsidianfhef@ompany as the result ¢

merger or consolidation of that corporation wite thompany or a subsidiary of the Company, or asasdt of the acquisition by the
Company or a subsidiary of the Company of propertstock of that corporation. The Company may ditieat substitute Awards be

granted on such terms and conditions as the Adtrais considers appropriate in the circumstances.

(b) Changes in and Distributions with Respect to thelst

()

(ii)

Basic Adjustment Provisions. In the event of a stock dividend, stock splitombination of shares (including a reverse stodik) sp
recapitalization or other change in the Compargstal structure, the Administrator will make apmriate adjustments to the
maximum number of shares that may be deliveredrnuhdePlan under Section 5(a) and to the maximuameslimits described in
Section 5(c), and will also make appropriate adpestts to the number and kind of shares of stodeourities subject to Awards then
outstanding or subsequently granted, any Exeraisesrelating to Awards and any other provisiodwfards affected by such
change, whose determination will be binding orpalisons.

Certain Other Adjustments. To the extent consistent with qualification oO$under Section 422 of the Code and with the
performance-based compensation rules of Sectiom)6®vhere applicable, the Administrator may alsstkenadjustments of the type
described in paragraph (i) above to take into agtdistributions to shareholders other than thasgiged for in Section 8(a) and 8(b)
(i), material changes in accounting practices orgiples, extraordinary dividends, consolidationsmergers (except those describe
Section 8(a)), acquisition of stock or propertyaay other event, if the Administrator determintest adjustments are appropriate to
avoid distortion in the operation of the Plan amgtteserve the value of Awards made hereunder.
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9. Termination of Employment.

In the case of any Award, the Administrator mayotiygh agreement with the Participant, (includinghwut limitation, any shareholder
agreement of the Company to which the Participaatparty) resolution, or otherwise, provide fostgermination exercise provisions different
from those expressly set forth in this Sectiom@|uding without limitation the vesting immediatgdyior to termination of all or any portion of an
Award not otherwise vested prior to terminationd &&rms allowing a later exercise by a former erpgdoor director (or, in the case of a former
employee or director who is deceased, the perspersons to whom the Award is transferred by willhe laws of descent and distribution) as to
all or any portion of the Award not exercisable igdiately prior to termination of Employment, butia case may an Award be exercised after the
Expiration Date. If the Administrator does not athise provide for such provisions and if a Pareips Employment terminates prior to the
Expiration Date (including by reason of death)filowing provisions shall apply:

(&) All Stock Options and SARs held by the Participamnhediately prior to the cessation of the PartintfsEmployment that are not vested
immediately prior to the cessation of Employmerglishutomatically terminate upon such cessatioBraployment.

(b) To the extent vested immediately prior to cessatioEmployment, the Stock Option or SAR shall coané to be vested and shall be
exercisable thereafter during the period prioht® Expiration Date for 60 days following such céissa(120 days in the event that a
Participant's service terminates by reason of Jigatbvided , however , that if the Participant's Employment is terminkttor Cause” as
defined herein, all unvested or unexercised Awalddl terminate immediately.

(c) Except as otherwise provided in an Award, after gletion of the exercise period described in pangiyih) above, the Awards described
in paragraph (b) above shall terminate to the extehpreviously exercised, expired, or terminated.

No Award requiring exercise shall be exerciseduwrendered in exchange for a cash payment afteExp@ation Date.

10. Employment Rights.

Neither the adoption of the Plan nor the grant wi#ds shall confer upon any Participant any rightdntinue as an Employee or Director
of the Company or any subsidiary or affect in araywhe right of the Company or a subsidiary to teate the Participant's relationship at any ti
Except as specifically provided by the Administratoany particular case, the loss of existing ateptial profit on Awards granted under this Plan
shall not constitute an element of damages in ¥eateof termination of the relationship of a Pap@nt even if the termination is in violation of an
obligation of the Company to the Participant bytcact or otherwise.
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11. Effect, Discontinuance, Cancellation, Amendment, and Termination.

Neither adoption of the Plan nor the grant of Avgatimla Participant shall affect the Company's righihake awards to such Participant
are not subject to the Plan, to issue to suchdfzatit Stock as a bonus or otherwise, or to adityetrgplans or compensation arrangements under
which Stock may be issued.

The Administrator may at any time discontinue gramfAwards under the Plan. With the consent ofRheticipant, the Administrator may
at any time, subject to the limitations of the seteentence of Section 7(b)(ii), cancel an exisfimgird in whole or in part and grant another
Award for such number of shares as the Administrepecifies. The Administrator may, but shall netdbligated to, at any time or times amenc
Plan or any outstanding Award for the purpose téféng the requirements of Sections 409A and dRthe Code or of any changes in applicable
laws or regulations or for any other purpose thay it the time be permitted by law, or may at amgtterminate the Plan as to any further grants
of Awards;provided , that except to the extent expressly requirechkyRlan, no such amendment shall adversely affeaights of any Participant
(without his or her consent) under any Award prasip granted, nor shall such amendment, withoutigroval of the shareholders of the
Company, effectuate a change for which sharehalgproval is required under the listing standardhiefNew York Stock Exchange (or the rules
of such other market in which the shares of the amg's Stock then are listed) or in order for tl@Ro continue to qualify for the Award of
incentive stock options under Section 422 of thdeCo
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EXHIBIT A
Definition of Terms
The following terms, when used in tharRlwill have the meanings and be subject to theigions set forth below:

"Administrator":  The committee of the Board, consisting of twarmre Directors, all of whom shall be "non-employaeectors"” within
the meaning of Rule 16b-3 under the 1934 Act amdiside Directors” within the meaning of Section 62 In addition, membership of the
committee shall satisfy such independence or atwrirements as may be imposed by the rules dfléwve York Stock Exchange (or the rules of
such other market in which the shares of the Colp&tock then are listed). The Administrator maledate ministerial tasks to such persons as it
deems appropriate.

"Affiliate™:  Any corporation or other entity owning, directlyindirectly, 50% or more of the outstanding Stofkhe Company, or in which
the Company or any such corporation or other entitgs, directly or indirectly, 50% of the outstamglicapital stock (determined by aggregate
voting rights) or other voting interests.

"Award": Any or a combination of the following:

(i) Stock Options;

(i) SARs;

(i) Restricted Stock;
(iv) Unrestricted Stock;
(v) Deferred Stock;

(vi) Performance Awards; and

(vii) Grants of cash made in connection with other Awardsder to help defray in whole or in part thescncluding tax cost) of the Awa
to the Participant.

"Board": The Board of Directors of the Company.
"Cause™: The Board's determination, in its reasonablerjuelgt, that any one or more of the following hasuod:

() the Participant shall have been comdadf, or shall have pleaded guiltyrmio contendere to, any felony or any crime involving
dishonesty or moral turpitude;

(i) the Participant shall have committed any fraud,ttf@hbezzlement, misappropriation of funds, breafcfiduciary duty or act ¢
dishonesty;

(i) the Participant shall have breached in any mategiect any of the provisions of any agreementdsn the Participant and
Company or an Affiliate;

(iv) the Participant shall have engagedanduict likely to make the Company or any of itsikfes subject to criminal liabilities other
than those arising from the Company's normal bgsiaetivities; or

(v) the Participant shall have willfully esged in any other conduct that involves a breadtdo€iary obligation on the part of the

Participant or otherwise could reasonably be exgeetr have a material adverse effect upon the essjnnterests or reputation of the Company or
any of its Affiliates.
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"Code™: The U.S. Internal Revenue Code of 1986, as fioma to time amended and in effect, or any succestatute as from time to time
effect.

"Company": Carter's, Inc., a Delaware corporation.

"Covered Transaction": Except as otherwise specifically provided in ama#d Agreement, any of (i) a consolidation, mergersimilar
transaction or series of related transactions iithvthe Company is not the surviving corporatiomiich results in the acquisition of all or
substantially all of the Company's then outstandioiing stock by a single person or entity or liyraup of persons and/or entities acting in con
or (ii) a sale or transfer of all or substantialythe Company's assets.

"Deferred Stock™: An unfunded and unsecured promise to deliveckSto other securities in the future on specifieiis.
"Employee": Any person who is employed by the Company or Hitiadte.

"Employment™: A Participant's employment or other service retathip with the Company and its Affiliates. Emptognt will be deemed -
continue, unless the Administrator expressly presidtherwise, so long as the Participant is emgldaye or otherwise is providing services in a
capacity described in Section 6 to the Companysoiffiliates. If a Participant's employment or ettservice relationship is with an Affiliate and
that entity ceases to be an Affiliate, the Partioifs Employment will be deemed to have terminateedn the entity ceases to be an Affiliate unless
the Participant transfers Employment to the Comparits remaining Affiliates.

"Exercise Price": The price at which a share of Stock may be pwathainder a Stock Option or the value an increlbgesawhich may
allow Stock to be purchased under a SAR.

"Expiration Date": In the case of an Award requiring exercise, the avhich is ten years (five years in the casend5® granted to anyone
other than a "ten percent shareholder" as defim&ection 7(b)(ii)) from the date the Award wasrgea or such earlier date as may be specified by
the Administrator at the time the Award is granted.

"Fair Market Value": The value of one share of Stock, determined lés/fe:

(i) if the Stock is listed on a national securitiestege (such as the New York Stock Exchange) andagegl on The NASDAQ Stock Market
("NASDAQ"), the closing price of a share of Stockthe relevant date (or, if such date is not artess day or a day on which quotations
are reported, then on the immediately preceding datwhich quotations were reported), as reporyetthd principal national exchange on
which such shares are traded (in the case of dmaege) or by NASDAQ, as the case may

(i) if the Stock is not listed on a national securig@shange or quoted on NASDAQ, but is actively édhth the over-the-counter market, the
average of the closing bid and asked prices févaaesof the Stock on the relevant date (or, if siete is not a business day or a day on
which the quotations are reported, then on the idiately preceding date on which quotations werentegl), or the most recent date for
which such quotations are reported;

if, on the relevant date, the Stock is not publichded or reported as described in (i) or (ii)\ahdhe value determined in good faith in
(iii) accordance with such reasonable valuation methtitea&dministrator may determin

"ISO™ A Stock Option intended to be an "incentive stopkion" within the meaning of Section 422 of thede. Each Stock Option granted
pursuant to the Plan will be treated as providingtbterms that it is to be a non-incentive stopkion unless, as of the date of grant, it is esglye
designated as an I1SO.




"Participant”: A person who is granted an Award under the Plan.

"Performance Award": An Award subject to Performance Criteria. The Aaistrator in its discretion may grant Performadeeards that
are intended to qualify for the performanmzsed compensation exception under Section 162{(chParformance Awards that are not intended !
qualify.

"Performance Criteria": Specified criteria the satisfaction of which isandition for the grant, exercisability, vestingfall enjoyment of a
Award. For purposes of Awards that are intendeglilify for the performance-based compensation gtiae under Section 162(m) a Performance
Criterion will mean an objectively determinable ma@ of performance relating to any or any comimnatf the following (determined either on a
consolidated basis or, as the context permits, dimisional, subsidiary, line of business, projecgeographical basis or in combinations thereof):
sales; revenues; assets; expenses; earnings befafter deduction for all or any portion of intstegtaxes, depreciation, or amortization, whether o
not on a continuing operations or an aggregatepsipare basis; return on equity, investment, abpitassets; one or more operating ratios;
borrowing levels, leverage ratios or credit ratingrket share; capital expenditures; cash flowgkspice; shareholder return; sales of particular
products or services; customer acquisition or t&enacquisitions and divestitures (in whole opart); joint ventures and strategic alliancesnspi
offs, splitups and the like; reorganizations; or recapitalires, restructurings, financings (issuance of @elgquity) or refinancings. A Performai
Criterion measure and any targets with respecetbetetermined by the Administrator need not bethagon an increase, a positive or improved
result or avoidance of loss.

"Plan™: The Carter's, Inc. 2003 Amended and Restatedygentive Plan, from time to time amended andffect.

"Restricted Stock™: An Award of Stock for so long as the Stock rersa@nbject to restrictions requiring that it be tedeed or offered for
sale to the Company if specified conditions aresatisfied.

"Section 162(m)": Section 162(m) of the Code.

"SARs": Rights entitling the holder upon exercise to hee&tock equal in value to the excess of the Mairket Value of the shares of Stc
subject to the right over the Fair Market Valuesoth shares of Stock on the date of grant.

"Securities Act": The Securities Act of 1933, as amended.
"Stock™: Common Stock of the Company, par value $.01 pares
"Stock Options™: Options entitling the recipient to acquire sharEStock upon payment of the exercise price.

"Unrestricted Stock™:  An Award of Stock not subject to any restriciamder the Plan.
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Invitation to Carter's, Inc.
2009 Annual Meeting of Shareholders

Carter's, Inc. will conduct its Annual Meeting dié@eholders on Thursday, May 14, 2009, at 8:00 atra.meeting will be held at our offices
located at 1170 Peachtree Street NE Foor, Atlanta, Georgia 30309.

You are cordially invited to join us for refreshnteprior to the Annual Meeting, beginning at 7:3®.aThe meeting will convene promptly at 8:00
a.m.

In order to expedite your entrance into the meefitease present this invitation at the registratlesk. Invitations or proof of stock ownership as
of the record date of March 27, 2009 will be regdito enter the meeting. Photo identificationl$® aequired for admission.

We look forward to your participation.

Important Notice Regarding Internet Availability of Proxy Materials for the Annual Meeting:
The Notice and Proxy Statement and Annual Reperagailable at www.proxyvote.com.

PROXY
CARTER’S, INC.
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS OF CARTER’S, INC.
ANNUAL MEETING OF SHAREHOLDERS - MAY 14, 2009

The undersigned hereby appoints Michael D. Casdylaseph Pacifico as proxies (each with the powact alone and with full pow
of substitution) to vote, as designated hereinshdires the undersigned is entitled to vote atAtheual Meeting of Shareholders
Carters, Inc. to be held on May 14, 2009, and at anyahadjournments thereof. The proxies are autledrio vote in their discretis
upon such other business as may properly comeébtifermeeting and any and all adjournments the

Your vote on the election of Class Il DirectorbetAmended and Restated 2003 Equity Incentive Rdad, ratification of th
appointment of PricewaterhouseCoopers LLP as thmpaay's independent registered public accounting firmfigral 2009 may ¢
specified on the reverse side. The nominees fasll Directors are: Paul Fulton, John R. Weblotld Thomas E. Whiddo

IF PROPERLY SIGNED, DATED, AND RETURNED, THIS PROXY WILL BE VOTED AS SPECIFIED ON THE REVERSE
SIDE, OR, IF NO CHOICE IS SPECIFIED, THIS PROXY WIL L BE VOTED “FOR” THE ELECTION OF ALL DIRECTOR
NOMINEES IN PROPOSAL 1, “FOR” THE APPROVAL OF THE AMENDED AND RESTATED 2003 EQUIT Y INCENTIVE
PLAN SET FORTH IN PROPOSAL 2, AND “FOR” THE RATIFICATION OF THE APPOINTMENT OF

PRICEWATERHOUSECOOPERS LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL
2009 IN PROPOSAL 3.

(Continued and to be signed on the reverse sid
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VOTE BY INTERNET - www.proxyvote.com

1170 PEACHTREE STREET NE Use the Internet to transmit your voting instruetoand for electronic delivery
SUITE 900 information up until 11:59 P.M. Eastern Time they daefore the cubff date o
ATLANTA, GEORGIA 3030¢ meeting date. Have your proxy card in hand when gceess the website and t

follow the instructions to obtain your records atud create an electronic voti
instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER
COMMUNICATIONS

If you would like to reduce the costs incurred Ggrters, Inc. in mailing prox
materials, you can consent to receiving all fufprexy statements, proxy cards, .
annual reports electronically vianmeail or the Internet. To sign up for electrc
delivery, please follow the instructions above titevusing the Internet and, wt
prompted, indicate that you agree to receive oesgcshareholder communicati
electronically in future years.

VOTE BY PHONE - 1-80(-69C-6903

Use any touctene telephone to transmit your voting instructiopsuntil 11:59 P.N
Eastern Time the day before the offtdate or meeting date. Have your proxy cal
hand when you call and then follow the instructions

VOTE BY MAIL

Mark, sign, and date your proxy card and rettirim ithe postag@aid envelope w
have provided or return it to CarteyInc., c/o Broadridge Financial Solutions, Irfd
Mercedes Way, Edgewood, NY 117:

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS:

M12901 KEEP THIS PORTION FOR
YOUR RECORDS

DETACH AND RETURN THIS PORTION ONL'

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED

CARTER’S, INC.

Vote on Election of Directors
1. Election of Class lll Directors: To withhold authority to vote for any
: individual
Ich)lr W'tznc’ld E?(Lg\pl)lt nominee(s), mark “For All Except”
and write the number(s) of the
nominee(s) on the line belo
Nominees: | O O
01) Paul Fultor
02) John R. Welch

03) Thomas E. Whiddo

The Board of Directors recommends a e@&R the
election of the Class Il Nominee

Vote on Approval of Plan
2. Approval of the Amended and Restated 2003 Equity For Against Abstain
Incentive Plan.

| O O
The Board of Directors recommends a Vie@R
approval of the Amended and Restated 2003 Equity
Incentive Plan
Vote on Ratification of PricewaterhouseCoope
LLP
3. Ratification of the appointment of For Against Abstain

PricewaterhouseCoopers LLP as independent



registered public accounting firm for fiscal 2009.

The Board of Directors recommends a e@R the
ratification of the appointment of
PricewaterhouseCoopers LLP as independent regi
public accounting firm for fiscal 200

PLEASE SIGN, DATE, AND RETURN PROMPTLY IN
THE ENCLOSED ENVELOPE.

Yes No
Please indicate if you plan to attend this mee! O O

Note: Please sign exactly as your name or namesaaf® on this Proxy. When shares are held jqirglgch holder shot
sign. When signing as executor, administratororadly, trustee, or guardian, please give full tdle such. If the signer is
corporation, please sign full corporate name by duwithorized officer, giving full title as suchf digner is a partnership, please !
in partnership name by authorized pers

Signature [PLEASE SIGN WITHIN Date Signature (Joint Date
BOX] Owners)




