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PART

ITEM BUSINESS

GENERAL

Abercrombie Fitch Co AF company incorporated in Delaware in 1996 through its subsid

iaries collectively AFand its subsidiaries are referred to as Abercrombie Fitch or the Company is

specialty retailer that operates stores and direct-to-consumer operations selling casual sportswear apparel

including knit and woven shirts graphic t-shirts fleece jeans and woven pants shorts sweaters outerwear

personal care products and accessories for men women and kids under the Abercrombie Fitch

abercrombie kids and Hollister brands In addition the Company operates stores and direct-to-consumer

operations offering bras underwear personal care products sleepwear and at-home products for women

under the Gilly Hicks brand As of January 30 2010 the Company operated 1096 stores in North America

Europe and Asia

On June 162009 AFs Board of Directors approved the closure of the Companys 29 RUEHL branded

stores and related direct-to-consumer operations The determination to take this action was based on

comprehensive review and evaluation of the performance of the RUEHL branded stores and related

direct-to-consumer operations as well as the related real estate portfolio The Company completed the

closure of the RUEHL branded stores and related direct-to-consumer operations during the fourth quarter of

Fiscal 2009 Accordingly the results of operations of RUEHL are reflected in Net Loss from Discontinued

Operations on the Consolidated Statements of Operations and Comprehensive Income for all periods

presented

The Companys fiscal year ends on the Saturday closest to January 31 typically resulting in fifty-two

week year but occasionally giving rise to an additional week resulting in fifty-three week year Fiscal years

are designated in the consolidated financial statements and notes by the calendar year in which the fiscal year

commences All references herein to Fiscal 2009 represent the results of the 52-week fiscal year ended

January 30 2010 to Fiscal 2008 represent the results of the 52-week fiscal year ended January 31 2009

and to Fiscal 2007 represent the results of the 52-week fiscal year ended February 2008 In addition all

references herein to Fiscal 2010 represent the 52-week fiscal year that will end on January 29 2011

AF makes available free of charge on its website www.abercrombie.com under Investors SEC

Filings its annual reports on Form 10-K quarterly reports on Form 10-Q current reports on Form 8-K and

amendments to those reports filed or furnished pursuant to Section 13a or 15d of the Securities Exchange

Act of 1934 as amended the Exchange Act as well as AFs definitive annual meeting proxy materials

filed pursuant to Section 14 of the Exchange Act as soon as reasonably practicable after AF electronically

files such material with or furnishes it to the Securities and Exchange Commission SEC The SEC

maintains website that contains electronic filings at www.sec.gov In addition the public may read and copy

any materials AF files with the SEC at the SECs Public Reference Room at 100 Street N.E

Washington D.C 20549 The public may obtain information on the operation of the Public Reference

Room by calling the SEC at l-800-SEC-0330

The Company has included its website addresses throughout this filing as textual references only The

information contained within these websites is not incorporated into this Annual Report on Form 10-K



DESCRIPTION OF OPERATIONS

Brands

Abercrombie Fitch Rooted in East Coast traditions and Ivy League heritage Abercrombie Fitch

is the essence of privilege and casual luxury The Adirondacks supply clean and rugged inspiration to this

youthful All-American lifestyle combination of classic and sexy creates charged atmosphere that is

confident and just bit provocative Idolized and respected Abercrombie Fitch is timeless and always cool

abercrombie kids The essence of privilege and prestigious East Coast prep schools abercrombie kids

directly follows in the footsteps of Abercrombie Fitch With flirtatious and energetic attitude

abercrombie kids is popular wholesome and athletic Rugged and casual with vintage-inspired style

abercrombie kids aspires to be like its older sibling Abercrombie Fitch The perfect combination of

mtiirit nd rn-.hef iherrnmhip kidc the cicTnitIIre A11-Ameririn nn1
---.--.-

Hollister Hollister is the fantasy of Southern California It is the feeling of chilling on the beach with

your friends Young spirited and with sense of humor Hollister never takes itself too seriously The

laidback lifestyle and wholesome image combine to give Hollister an energy thats effortlessly cool Hollister

brings Southern California to the world

Gilly Hicks Gilly Hicks is the cheeky cousin of Abercrombie Fitch inspired by the free spirit of

Sydney Australia Gilly makes cute bras and underwear for the young naturally beautiful and always

confident girl Classic and vibrant with little tomboy sexiness Gilly never takes herself too seriously Its the

wholesome All-American brand with Sydney sensibility

Though each of the Companys brands embodies its own heritage and handwriting they share common

elements and characteristics The brands are classic casual confident intelligent privileged and possess

sense of humor

Refer to the Financial Summary in ITEM MANAGEMENTS DISCUSSION AND ANALYSIS

OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS of this Annual Report on Form 10-K

for information regarding net sales and other financial and operational data by brand

In-Store Experience and Store Operations

The Company views the customers in-store experience as the primary vehicle for communicating the

spirit of each brand The Company emphasizes the senses of sight sound smell touch and energy by utilizing

visual presentation of merchandise in-store marketing music fragrances rich fabrics and its sales associates

to reinforce the aspirational lifestyles represented by the brands

The Companys in-store marketing is designed to convey the principal elements and personality of each

brand The store design furniture fixtures and music are all carefully planned and coordinated to create

shopping experience that reflects the Abercrombie Fitch abercrombie kids Hollister or Gilly Hicks

lifestyle

The Companys sales associates and managers are central element in creating the atmosphere of the

stores In addition to providing high level of customer service sales associates and managers reflect the

casual energetic and aspirational attitude of the brands

Every brand displays merchandise uniformly to ensure consistent store experience regardless of

location Store managers receive detailed plans designating fixture and merchandise placement to ensure



coordinated execution of the Company-wide merchandising strategy In addition standardization of each

brands store design and merchandise presentation enables the Company to open new stores efficiently

At the end of Fiscal 2009 the Company operated 1096 stores The following table details the number of

retail stores operated by the Company for the past two fiscal years

Abercrombie abercrombie

Fitch kids Hollister Gilly Hicks Total

Fiscal 2008

Beginning of Year 359 201 450 1013

New 12 66 11 91

Remodels/Conversions net

activity as of year-end

Closed 10
End of Year 356 212 515 14 1097

Fiscal 2009

Beginning of Year 356 212 515 14 1097

New 14 23

Remodels/Conversions net

activity as of year-end

Closed 12 24
End of Year 346 209 525 16 1096

At the end of Fiscal 2009 the Company operated 340 Abercrombie Fitch stores 205 abercrombie kids

stores 507 Hollister stores and 16 Gilly Hicks stores domestically The Company also operated six

Abercrombie Fitch stores four abercrombie kids stores and 18 Hollister stores internationally At the

end of Fiscal 2008 the Company operated 352 Abercrombie Fitch stores 210 abercrombie kids stores 507

Hollister stores and 14 Gilly Hicks stores domestically The Company also operated four Abercrombie

Fitch stores two abercrombie kids stores and eight Hollister stores internationally

Direct-to-Consumer Business

During Fiscal 2009 the Company operated and continues to operate number of websites including

www.abercrombie.com www.abercrombiekids.com www.hollisterco.com and www.gillyhicks.com Prod

ucts offered at individual stores can be purchased through the respective websites Each of the four websites

reinforces the particular brands lifestyle and is designed to complement the in-store experience Aggregate

total net sales through direct-to-consumer operations including shipping and handling revenue was

$290.1 million for Fiscal 2009 representing 9.9% of total net sales The Company believes its direct-to-con

sumer operations have broadened its market and brand recognition worldwide

Marketing and Advertising

The Company considers the in-store experience to be its main form of marketing The Company

emphasizes the senses to reinforce the aspirational lifestyles represented by the brands The Companys

flagship stores represent the pinnacle of the Companys in-store branding efforts The Company also
engages

its customers through social media and mobile commerce in ways that reinforce the aspirational lifestyle of

the brands Flagship stores and social media both attract substantial number of international consumers and

have significantly contributed to the Companys worldwide status as an iconic brand



Merchandise Suppliers

During Fiscal 2009 the Company purchased merchandise from approximately 209 vendors located

throughout the world primarily in Asia and Central and South America In Fiscal 2009 the Company did not

source more than 5% of its merchandise from any single factory or supplier The Company pursues global

sourcing strategy that includes relationships with vendors in 37 countries and the United States the U.S.
The Companys foreign purchases of merchandise are negotiated and settled in U.S dollars

All product sources including independent manufacturers and suppliers must achieve and maintain the

Companys high quality standards which are an integral part of the Companys identity The Company has

established supplier product quality standards to ensure the high quality of fabrics and other materials used in

the Companys products The Company utilizes both home office and field employees to help monitor

compliance with the Companys product quality standards

Distribution and Merchandise Inventory

majority of the Companys merchandise and related materials is shipped to the Companys two

distribution centers DCs in New Albany Ohio where they are received and inspected The Company also

uses third-party DC in the Netherlands for the distribution of merchandise to stores located in Europe and

Asia The Company uses primarily one contract carrier to ship merchandise and related materials to its North

American stores and all direct-to-consumer customers and separate contract carrier for its European and

Asian stores

The Company maintains sufficient quantities of inventory on hand in its retail stores and DCs to offer

customers full selection of current merchandise The Company attempts to balance in-stock levels and

inventory turnover and to take markdowns when required to keep merchandise fresh and current with fashion

trends

Information Systems

The Companys management information systems consist of full range of retail financial and

merchandising systems The systems include applications related to point-of-sale inventory management

supply chain planning sourcing merchandising and financial reporting The Company continues to invest in

technology to upgrade core systems to make the Company scalable efficient and more accurate in the

production and delivery of merchandise to stores including to support its international roll-out

Seasonal Business

The retail apparel market has two principal selling seasons the Spring season which includes the first

and second fiscal quarters Spring and the Fall season which includes the third and fourth fiscal quarters

FallAs is typical in the apparel industry the Company experiences its greatest sales activity during the

Fall season due to the Back-to-School August and Holiday November and December selling periods

Trademarks

The Abercrombie Fitch abercrombie Hollister Co Gilly Hicks and Gilly Hicks Sydney

trademarks have been registered with the U.S Patent and Trademark Office and the registries of countries

where stores are located or likely to be located in the future These trademarks are either registered or have

applications for registration pending with the registries of many of the foreign countries in which the



manufacturers of the Companys products are located The Company has also registered or has applied to

register certain other trademarks in the U.S and around the world The Company believes that its products are

identified by its trademarks and therefore its trademarks are of significant value Each registered trademark

has duration of ten to 20 years depending on the date it was registered and the country in which it is

registered and is subject to an infinite number of renewals for like period upon continued use and

appropriate application The Company intends to continue using its core trademarks and to renew each of its

registered trademarks that remain in use

Financial Information about Segments

The Company determines its operating segments on the same basis that it uses to evaluate performance

internally The operating segments identified by the Company are Abercrombie Fitch abercrombie kids

Hollister and Gilly Hicks The operating segments have been aggregated and are reported as one reportable

segment because they have similareconomic characteristics and meet the required aggregation criteria The

Company believes its operating segments may be aggregated for financial reporting purposes because they

are similar in each of the following areas class of consumer economic characteristics nature of products

nature of production processes and distribution methods Refer to Note Basis of Presentation of Notes to

Consolidated Financial Statements for further discussion including the break-out of geographic information

for net sales and long-lived assets

Other Information

Additional information about the Companys business including its revenues and profits for the last

three fiscal
years and gross square footage of stores is set forth under ITEM MANAGEMENTS

DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS of

this Annual Report on Form 10-K

COMPETITION

The sale of apparel and personal care products through brick-and-mortar stores and direct-to-consumer

channels is highly competitive business with numerous participants including individual and chain fashion

specialty stores as well as regional and national department stores As the Company continues expanding

internationally it also faces competition in European Asian and other international markets from established

regional and national chains as well as specialty stores Brand recognition fashion price service store

location selection and quality are the principal competitive factors in retail store and direct-to-consumer

sales

The competitive challenges facing the Company include anticipating and quickly responding to

changing fashion trends and maintaining the aspirational positioning of its brands so it can sustain its

premium pricing position Furthermore the Company faces additional competitive challenges as many
retailers continue promotional activities as result of economic conditions In

response to these conditions

the Company has increased its promotional activity while continuing to focus on preserving the value of its

brands



ASSOCIATE RELATIONS

As of March 19 2010 the Company employed approximately 80000 associates only 855 of whom

were party to collective bargaining agreement in Italy Approximately 71000 of these associates were part-

time employees

On average including employees from RUEHL operations the Company employed approximately

19000 full-time equivalents during Fiscal 2009 which included approximately 10000 full-time equivalents

comprised of part-time employees including temporary
associates hired during peak periods such as the

Back-to-School and Holiday seasons

The Company believes it maintains good relationship with its associates However in the normal

course of business the Company is party to lawsuits involving former and current associates Refer to

ITEM LEGAL PROCEEDINGS in this Annual Report on Form 10-K

ENVIRONMENTAL MATTERS

Compliance with federal state and local regulations related to environmental matters has not had nor is

it expected to have any material effect on capital expenditures earnings or competitive position based on

information and circumstances known to us at this time

ITEM 1A RISK FACTORS

FORWARD-LOOKING STATEMENTS AND RISK FACToRs

The Company cautions that any forward-looking statements as such term is defined in the Private

Securities Litigation Reform Act of 1995 contained in this Annual Report on Form 10-K or made by the

Company its management or spokespeople involve risks and uncertainties and are subject to change based on

various factors many of which may be beyond the Companys control Words such as estimate project

plan believe expect anticipate intend and similar expressions may identify forward-looking

statements Except as may be required by applicable law the Company assumes no obligation to publicly

update or revise its forward-looking statements

The following factors could affect the Companys financial performance and could cause actual results

to differ materially from those expressed or implied in
any

of the forward-looking statements

effects of general economic and financial conditions which impact consumer behavior and spending

and may exacerbate some of the risks noted below including consumer demand strain on available

resources international growth strategy store growth interruption of the flow of merchandise from

key vendors and manufacturers and foreign currency exchange rate fluctuations

changes in consumer spending patterns and consumer preferences including changes as result of

instability in economic conditions which could affect the reputation and appeal of the Companys brands

the impact of competition and pricing pressures

inability to achieve acceptable operating profits from the execution of the Companys international

expansion as result of many factors including the inability to successfully penetrate new markets and

the potential strain on resources caused by the expansion

effects of changes in credit and lending market conditions

loss of services of skilled senior executive officers and/or inadequate succession planning for key

positions



ability to hire train and retain qualified associates

ability to develop innovative high-quality new merchandise in response to changing fashion trends

availability and market prices of key raw materials

interruption of the flow of merchandise from key vendors and manufacturers and the flow of

merchandise to and from distributors

ability of manufacturers to comply with applicable laws and regulations and ethical business practices

availability of suitable store locations under appropriate terms

currency and exchange risks and changes in existing or potential duties tariffs or quotas

effects of political and economic events and conditions domestically and in foreign jurisdictions in

which the Company operates including but not limited to acts of terrorism or war

unseasonable weather conditions affecting consumer preferences

disruptive weather conditions affecting consumers ability to shop

effect of litigation or adversary proceeding exposure potentially exceeding expectations and

potential disruption of the Companys business due to the occurrence of or fear of health pandemic

The following sets forth description of certain risk factors that the Company believes may be relevant to

an understanding of the Company and its business These risk factors in addition to the factors set forth

above could cause actual results to differ materially from those expressed or implied in any of the Companys

forward-looking statements

General Economic and Financial Conditions Could Have Material Adverse Effect on the Company

Business Results of Operations and Liquidity

Consumer purchases of discretionary items including the Companys merchandise generally decline

during recessionary periods and other periods where disposable income is adversely affected The Companys

performance is subject to factors that affect worldwide economic conditions including employment con

sumer debt reductions in net worth based on declines in the financial residential real estate and mortgage

markets taxation fuel and energy prices interest rates consumer confidence value of the U.S dollar versus

foreign currencies and other macroeconomic factors Over the past several years the combination of these

factors has caused consumer spending to deteriorate significantly and may cause levels of spending to remain

depressed for the foreseeable future These factors may cause consumers to purchase products from lower

priced competitors or to defer purchases of apparel and personal care products altogether

The economic uncertainty could have material effect on the Companys results of operations and its

liquidity and capital resources It could also impact the Companys ability to fund its growth andlor result in

the Company becoming reliant on external financing the availability of which may be uncertain

In addition the economic environment may exacerbate some of the risks noted below including

consumer demand strain on available resources international growth strategy store growth interruption of

the flow of merchandise from key vendors and manufacturers and foreign exchange rate fluctuations The

risks could be exacerbated individually or collectively



The Loss of the Services of Skilled Senior Executive Officers Could Have Material Adverse Effect

on the Company Business

The Companys senior executive officers closely supervise all aspects of its business in particular the

design of its merchandise and the operation of its stores The Companys senior executive officers have

substantial experience and expertise in the retail business and have made significant contributions to the

growth and success of the Companys brands If the Company were to lose the benefit of their involvement in

particular the services of any one or more of Michael Jeffnes Chairman and Chief Executive Officer Diane

Chang Executive Vice President Sourcing Leslee Herro Executive Vice President Planning and

Allocation Jonathan Ramsden Executive Vice President and Chief Financial Officer and David Cupps
Senior Vice President General Counsel and Secretary its business could be adversely affected Competition

for such senior executive officers is intense and the Company cannot be sure it will be able to attract retain

and develop sufficient number of qualified senior executive officers in future periods

Equity-Based Compensation Awarded Under the Employment Agreement with the Company Chief
Executive Officer Could Adversely Impact the Company Cash Flows Financial Position or Results

of Operations and Could Have Dilutive Effect on the Company Outstanding Common Stock

Under the Employment Agreement entered into as of December 19 2008 between the Company and

Michael Jeffries the Companys Chairman and Chief Executive Officer the Jeffries Employment

Agreement Mr Jeffries received grants the Retention Grants of stock appreciation rights In addition to

the Retention Grants Mr Jeffnes is also eligible to receive two equity-based grants during each fiscal
year

of

the term of the Jeifries Employment Agreement starting with Fiscal 2009 the Semi-Annual Grant If

Semi-Annual Grant is earned it will be awarded within 75 days following the end of the Companys second

quarter or fiscal year as applicable subject to Mr Jeffries continuous employment with the Company and
with

respect to the final Semi-Annual Grant continued service on the Companys Board of Directors through

the applicable grant date The value of the Semi-Annual Grants are uncertain and dependent on future market

price of the Companys Common Stock and the financial performance of the Company

In connection with the Semi-Annual Grants contemplated by the Jeffries Employment Agreement the

related compensation expense could significantly impact the Companys results of operations Further the

significant number of shares of Common Stock which could be issued upon exercise and/or vesting of the

Retention Grant and the Semi-Annual Grants is uncertain and dependent on the future market price of the

Companys Common Stock and the financial performance of the Company and would if issued have

dilutive effect with respect to the Companys outstanding shares of Common Stock which may adversely

affect the market price of the Companys Common Stock Depending on the number of shares of Common
Stock which could be issued under the Retention Grant and Semi-Annual Grants the Company may deem it

necessary or appropriate to seek shareholder approval of additional long-term incentive compensation plans

in order to be able to settle the awards in Common Stock

In the event that there are not sufficient shares of Common Stock available to be issued under the

Companys 2007 Long-Term Incentive Plan the 2007 LTIP or under successor or replacement plan at

the time these equity-based awards are ultimately settled the Company will be required to settle some portion

of the awards in cash which could have an adverse impact on the Companys cash flow from operations

financial position results of operations Furthermore the awards may not be deductible pursuant to Internal

Revenue Code Section 162m In addition under applicable accounting rules if the Companys stock price

increases to point where as of any measurement date the Company would be unable to settle outstanding

equity-based awards in shares of Common Stock from its existing plans the Company will be required to



classify and account for all or portion of the equity-based awards as liabilities This could further adversely

impact the Companys results of operations

The Failure to Anticipate Identify and Respond to Changing Consumer Preferences and Fashion

Trends in Timely Manner Could Cause the Company Profitability to Decline

The Companys success largely depends on its ability to anticipate and gauge the fashion preferences of

its customers and provide merchandise that satisfies constantly shifting demands in timely manner The

merchandise must appeal to each brands corresponding target market of consumers whose preferences

cannot be predicted with certainty and are subject to rapid change Because the Company enters into

agreements for the manufacture and purchase of merchandise well in advance of the applicable selling season

it is vulnerable to changes in consumer preference and demand pricing shifts and the sub-optimal selection

and timing of merchandise purchases There can be no assurance that the Company will continue to anticipate

consumer demands successfully in the future To the extent that the Company fails to anticipate identify and

respond effectively to changing consumer preferences and fashion trends its sales will be adversely affected

Inventory levels for certain merchandise styles no longer considered to be on trend may increase leading to

higher markdowns to reduce excess inventory or increases in inventory valuation reserves distressed

economic and retail environment in which many of the Companys competitors are engaging in aggressive

promotional activities increases the importance of reacting appropriately to changing consumer preferences

and fashion trends Each of these could have material adverse effect on the Companys financial condition or

results of operations

The Company Market Share may be Adversely Impacted at any Time by Significant Number of

Competitors

The sale of apparel and personal care products through brick-and-mortar stores and direct-to-consumer

channels is highly competitive business with numerous participants including individual and chain fashion

specialty stores as well as regional and national department stores The Company faces variety of

competitive challenges including

maintaining favorable brand recognition and effectively marketing its products to consumers in

several diverse demographic markets

sourcing merchandise efficiently and

countering the aggressive promotional activities of many of the Companys competitors without

diminishing the aspirational nature of the Companys brands and brand equity

There can be no assurance that the Company will be able to compete successfully in the future

The Company International Expansion Plan is Dependent on Number of Factors any of Which

Could Delay or Prevent Successful Penetration into New Markets and Strain its Resources

As the Company expands internationally it may incur significant costs related to starting up and

maintaining foreign operations Costs may include but are not limited to obtaining prime locations for stores

setting up foreign offices and DCs as well as hiring experienced management The Company may be unable

to open and operate new stores successfully and its growth will be limited unless it can

identify suitable markets and sites for store locations

negotiate acceptable lease terms



hire train and retain competent store personnel

gain acceptance from foreign customers

foster current relationships and develop new relationships with vendors that are capable of supplying

greater volume of merchandise

manage inventory effectively to meet the needs of new and existing stores on timely basis

expand infrastructure to accommodate growth

generate sufficient operating cash flows or secure adequate capital on commercially reasonable terms

to fund its expansion plan

manage foreign currency exchange risks effectively and

achieve acceptable operating margins from new stores

In addition the Companys international expansion plan will place increased demands on its operational

managerial and administrative resources These increased demands may cause the Company to operate its

business less efficiently which in turn could cause deterioration in the performance of its existing stores

Furthermore the Companys ability to conduct business in international markets may be affected by legal

regulatory political and economic risks The Companys international expansion strategy and success could

also be adversely impacted by the global economy

The Company Growth Strategy Relies on the Addition of New Stores Which May Strain the

Company Resources and Adversely Impact Current Store Performance

The Companys growth strategy largely depends on the opening of new stores particularly interna

tionally and remodeling existing stores in timely manner and operating them profitably Additional factors

required for successful implementation of the Companys growth strategy include but are not limited to

obtaining desirable prime store locations negotiating acceptable leases completing projects on budget

supplying proper levels of merchandise and successfully hiring and training store managers and sales

associates Additionally the Companys growth strategy may place increased demands on the Companys

operational managerial and administrative resources which could cause the Company to operate less

efficiently Furthermore there is possibility new stores opening in existing markets may have an adverse

effect on previously existing stores in such markets Failure to properly implement the Companys growth

strategy could have material adverse effect on the Companys financial condition or results of operations

The Company May Incur Costs Related to Store Closures

The Company may incur costs associated with store closures resulting from among other things lease

termination agreements associated with closing stores prior to the stores lease expiration date These costs

could be significant and could have material adverse effect on the Companys financial condition or results

of operations

The Interruption of the Flow of Merchandise from Key Vendors and International Manufacturers

Could Disrupt the Company Supply Chain

The Company purchases the majority of its merchandise outside of the U.S through arrangements with

approximately 209 vendors which include 305 foreign manufacturers located throughout the world primarily
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in Asia and Central and South America In addition many of the Companys domestic manufacturers

maintain production facilities overseas Political social or economic instability in Asia Central or South

America or in other regions in which the Companys manufacturers are located could cause disruptions in

trade including exports to the U.S Other events that could also cause disruptions to exports to the

U.S include

the imposition of additional trade law provisions or regulations

the imposition of additional duties tariffs and other charges on imports and exports

quotas imposed by bilateral textile agreements

foreign currency fluctuations

restrictions on the transfer of funds

the potential of manufacturer financial instability inability to access needed liquidity or

bankruptcy and

significant labor disputes such as dock strikes

In addition the Company cannot predict whether the countries in which its merchandise is manufac

tured or may be manufactured in the future will be subject to new or additional trade restrictions imposed by

the U.S or other foreign governments including the likelihood type or effect of any such restrictions Trade

restrictions including new or increased tariffs or quotas embargoes safeguards and customs restrictions

against apparel items as well as U.S or foreign labor strikes and work stoppages or boycotts could increase

the cost or reduce the supply of apparel available to the Company and adversely affect its business financial

condition or results of operations

The Company Does not Own or Operate any Manufacturing Facilities and Therefore Depends Upon

Independent Third Parties for the Manufacture of all its Merchandise

The Company does not own or operate any manufacturing facilities As result the continued success of

the Companys operations is tied to its timely receipt of quality merchandise from third-party manufacturers

manufacturers inability to ship orders in timely manner or meet the Companys quality standards could

cause delays in responding to consumer demands and negatively affect consumer confidence in the quality

and value of the Companys brands or negatively impact the Companys competitive position all of which

could have material adverse effect on the Companys financial condition or results of operations

Furthermore the Company is susceptible to increases in sourcing costs from manufacturers which the

Company may not be able to pass on to the customer and could adversely affect the Companys financial

condition or results of operations

Additionally while the Company utilizes third-party compliance auditors to visit and monitor the

operations of the Companys manufacturers the Company does not have control of the independent

manufacturers or their labor practices violation of labor laws or other laws including consumer and

product safety laws by the Company or its manufacturers could adversely affect the Companys reputation

and sales
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The Company Reliance on Two Distribution Centers Domestically Located in the Same Vicinity

and One Distribution Center Internationally Makes it Susceptible to Disruptions or Adverse

Conditions Affecting its Distribution Centers

The Companys two domestic DCs located in New Albany Ohio manage the receipt storage sorting

packing and distribution of merchandise to its stores and direct-to-consumer customers both regionally and

internationally The Company also uses third-party DC in the Netherlands for the distribution of mer

chandise delivered to its stores located outside of North America As result the Companys operations are

susceptible to local and regional factors such as system failures accidents economic and weather conditions

natural disasters and demographic and population changes as well as other unforeseen events and

circumstances If the Companys distribution operations were disrupted its ability to replace inventory in

its stores and process direct-to-consumer orders could he interrupted and sales could be negatively impacted

The Company Reliance on Third Parties to Deliver Merchandise from its Distribution Centers to

its Stores and Direct-to-Consumer Customers Could Result in Disruptions to its Business

The efficient operations of the Companys stores and direct-to-consumer operations depend on the

timely receipt of merchandise from the Companys DCs The Company delivers its merchandise to its stores

and direct-to-consumer customers using independent third parties The Company uses primarily one contract

carrier for domestic store deliveries and all direct-to-consumer deliveries and separate contract carrier for

international store deliveries The independent third parties employ personnel that may be represented by

labor unions Disruptions in the delivery of merchandise or work stoppages by employees or contractors of

any of these third parties could delay the timely receipt of merchandise There can be no assurance that such

stoppages or disruptions will not occur in the future Any failure by third party to respond adequately to the

Companys distribution needs would disrupt the Companys operations and could have material adverse

effect on its financial condition or results of operations Furthermore the Company is susceptible to increases

in fuel costs which may increase the cost of distribution which the Company may not be able to pass onto the

customer and could adversely affect the Companys financial condition or results of operations

The Company .s Development of New Brand Concepts Could Have Material Adverse Effect on the

Company Financial Condition or Results of Operations

Historically the Company has internally developed and launched new brands that have contributed to

sales growth The Companys most recent brand is Gilly Hicks which offers bras underwear personal care

products sleepwear and at-home products for women Brand concepts
such as Gilly Hicks require

managements focus and attention as well as significant capital investments Furthermore new brand

concept is susceptible to risks that include lack of customer acceptance competition from existing or new

retailers product differentiation production and distribution inefficiencies and unanticipated operating

issues There is no assurance that new brand concept including Gilly Hicks will achieve successful results

The failure of Gilly Hicks or another new brand concept to be successfully launched could have material

adverse effect on the Companys financial condition or results of operations In addition the ongoing

development of new concepts may place strain on available resources

Fluctuations in Foreign Currency Exchange Rates Could Adversely Impact Financial Results

The Companys international subsidiaries generally use local currencies as the functional currency

which includes Euros Canadian Dollars Japanese Yen Hong Kong Dollars and British Pounds The

Companys Consolidated Financial Statements are presented in U.S dollars USD Therefore the
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Company must translate revenues expenses assets and liabilities from functional currencies into U.S dollars

at exchange rates in effect during or at the end of the reporting period The fluctuation in the value of the

U.S dollar against other currencies could impact the Companys financial results

Furthermore the Company purchases substantially all of its inventory in USD Therefore the

Companys gross margin rate from international operations is subject to volatility from movements in

exchange rates over time which could have an adverse effect on the Companys financial condition or results

of operations

The Companyc Net Sales and Inventory Levels Fluctuate on Seasonal Basis Causing its Results

of Operations to be Particularly Susceptible to Changes in Back-to-School and Holiday Shopping

Patterns

Historically the Companys operations have been seasonal with significant amount of net sales and net

income occurring in the fourth fiscal quarter due to the increased sales during the Holiday selling season and
to lesser extent the third fiscal quarter reflecting increased sales during the Back-to-School selling season

The Companys net sales and net income during the first and second fiscal
quarters are typically lower due in

part to the traditional slowdown in retail sales immediately following the Holiday season As result of this

seasonality net sales and net income during any
fiscal quarter cannot be used as an accurate indicator of the

Companys annual results Any factors negatively affecting the Company during the third and fourth fiscal

quarters of
any year including adverse weather or unfavorable economic conditions could have material

adverse effect on its financial condition or results of operations for the entire year

Furthermore in order to prepare for the Back-to-School and Holiday selling seasons the Company must

order and keep significantly more merchandise in stock than it would carry during other parts of the year

Therefore the inability to accurately plan for product demand and allocate merchandise effectively could

have material adverse effect on the Companys financial condition or results of operations High inventory

levels due to unanticipated decreases in demand for the Companys products during peak selling seasons

misidentification of fashion trends or excess inventory purchases could require the Company to sell

merchandise at substantial markdown which could reduce its net sales and
gross margins and negatively

impact its profitability Low levels of inventory due to conservative planning could also affect product

offering in the stores and affect net sales and negatively impact profitability

The Companys Ability to Attract Customers to its Stores Depends Heavily on the Success of the

Shopping Centers in Which They are Located

In order to generate customer traffic the Company locates many of its stores in prominent locations

within successful shopping centers The Company cannot control the development of new shopping centers

the availability or cost of appropriate locations within existing or new shopping centers competition with

other retailers for prominent locations or the success of individual shopping centers All of these factors may

impact the Companys ability to meet its growth targets and could have material adverse effect on its

financial condition or results of operations

Comparable Store Sales will Continue to Fluctuate on Regular Basis

The Companys comparable store sales defined as year-over-year sales for store that has been open as

the same brand at least one year and the square footage of which has not been expanded or reduced by more

than 20% have fluctuated significantly in the past on an annual quarterly and monthly basis and are expected
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to continue to fluctuate in the future During the past three fiscal years comparable sales results have

fluctuated as follows from 23%to l%for annual results from 30%to 1% for quarterly results

and from 34%to 8% for monthly results The Companys comparable store sales were adversely affected

by among other factors the economy and competitors promotional activities throughout Fiscal 2008 and

Fiscal 2009 The Company believes that variety of factors affect comparable store sales results including

but not limited to fashion trends actions by competitors economic conditions weather conditions opening

and/or closing of Company stores near each other and the calendar shifts of tax free and holiday periods

Comparable store sales fluctuations may impact the Companys ability to leverage fixed direct expenses

including store rent and store asset depreciation which may adversely affect the Companys financial

condition or results of operations

In addition comparable store sales fluctuations may have been an important factor in the volatility of the

price of the Companys Class Common Stock in the past and it is likely that future comparable store sales

fluctuations will contribute to stock price volatility in the future

The Company Net Sales are Affected by Direct-to-Consumer Sales

The Company sells merchandise over the Internet through its websites www.abercrombie.com

www.abercrombiekids.com www.hollisterco.com and www.gillyhicks.com The Companys Internet oper

ations may be affected by reliance on third-party hardware and software providers technology changes risks

related to the failure of computer systems that operate the Internet business telecommunications failures

electronic break-ins security breaches and similar disruptions Furthermore the Companys ability to

conduct business on the Internet may be affected by liability for on-line content and state federal and

international privacy laws The Companys failure to successfully respond to these risks might adversely

affect sales in the Companys Internet business as well as damage the Companys reputation and brands

The Company May be Exposed to Risks and Costs Associated with Credit Card Fraud and Identity

Theft

The Company collects certain customer data during the course of business such as credit card

information The Company and other parties involved in processing customer transactions must be able

to transmit confidential information including credit card information securely over public networks

Although the Company has security measures related to its systems and the privacy of its customers the

Company cannot guarantee these measures will effectively prevent security breach of customer transaction

data security breach could cause customers to lose confidence in the security of the Companys systems

and could expose the Company to risks of data loss litigation and liability and could seriously disrupt

operations and harm the Companys reputation any of which could adversely affect the Companys financial

condition or results of operations

In addition states and federal government are enacting laws and regulations to protect consumers against

identity theft These laws will likely increase the costs of doing business and if the Company fails to

implement appropriate security measures the Company could be subject to potential claims for damages and

other remedies which could adversely affect the Companys business or results from operations
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The Company Litigation Exposure Could Exceed Expectations Having Material Adverse Effect

on the Company Financial Condition or Results of Operations

The Company is involved from time-to-time in litigation incidental to its business such as litigation

regarding overtime compensation and other employment related matters Additionally the Company is

involved in several purported class action lawsuits and several shareholder derivative actions alleged to have

arisen out of trading in the Companys Class Common Stock in the summer of Fiscal 2005 collectively the

Securities Matters see ITEM LEGAL PROCEEDINGS of this Annual Report on Form 10-K
Management is unable to assess the potential exposure of the aforesaid matters The Companys current

exposure could change in the event of the discovery of damaging facts with respect to legal matters pending

against the Company or determinations by judges juries or other finders of fact that are not in accordance with

managements evaluation of the claims Should managements evaluation
prove incorrect the Companys

exposure could greatly exceed expectations and have material adverse effect on the financial condition

results of operations or cash flows of the Company

The Company Failure to Adequately Protect Its Trademarks Could Have Negative Impact on Its

Brand Image and Limit Its Ability to Penetrate New Markets

The Company believes its trademarks Abercrombie Fitch abercrombie Hollister Co Gilly

Hicks Gilly Hicks Sydney and the Moose Seagull and Koala logos are an essential element of the

Companys strategy The Company has obtained or applied for federal registration of these trademarks with

the U.S Patent and Trademark Office and the registries of countries where stores are located or likely to be

located in the future In addition the Company owns registrations and pending applications for other

trademarks in the U.S and has applied for or obtained registrations from the registries in many foreign

countries in which its manufacturers are located There can be no assurance that the Company will obtain

registrations that have been applied for or that the registrations the Company obtains will prevent the imitation

of its products or infringement of its intellectual property rights by others If any third party copies the

Companys products in manner that projects lesser quality or carries negative connotation the Companys
brand image could be materially adversely affected

Because the Company has not yet registered all of its trademarks in all categories or in all foreign

countries in which it sources or offers its merchandise now or may in the future its international expansion

and its merchandising of products using these marks could be limited For example the Company cannot

ensure that others will not try to block the manufacture export or sale of its products as violation of their

trademarks or other proprietary rights The pending applications for international registration of various

trademarks could be challenged or rejected in those countries because third parties of whom the Company is

not currently aware have already registered similarmarks in those countries Accordingly it may be possible
in those foreign countries where the status of various applications is pending or unclear for third-party

owner of the national trademark registration for similarmark to prohibit the manufacture sale or exportation
of branded goods in or from that country If the Company is unable to reach an arrangement with any such

party the Companys manufacturers may be unable to manufacture its products and the Company may be

unable to sell in those countries The Companys inability to register its trademarks or purchase or license the

right to use its trademarks or logos in these jurisdictions could limit its ability to obtain supplies from or

manufacture in less costly markets or penetrate new markets should the Companys business plan include

selling its merchandise in those non-U.S jurisdictions

The Company has an anti-counterfeiting program under the auspices of the Abercrombie Fitch Brand
Protection Team whose goal is to eliminate the supply of illegal pieces of the Companys products The Brand
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Protection Team interacts with investigators customs officials and law enforcement entities throughout the

world to combat the illegal use of the Companys trademarks Although brand security initiatives are being

taken the Company cannot guarantee that its efforts against the counterfeiting of its brands will be successful

The Company Unsecured Credit Agreement Includes Financial and Other Covenants that Impose

Restrictions on its Financial and Business Operations

The Companys unsecured credit agreement expires on April 12 2013 and market conditions could

potentially impact the size and terms of replacement facility

In addition the unsecured credit agreement contains financial covenants that require the Company to

maintain minimum coverage ratio and maximum leverage ratio If the Company fails to comply with the

covenants and is unable to obtain waiver or amendment an event of default would result and the lenders

could declare outstanding borrowings immediately due and payable If that should occur the Company

cannot guarantee that it would have sufficient liquidity at that time to repay or refinance borrowings under the

unsecured credit agreement

The inability to obtain credit on commercially reasonable terms or default under the current unsecured

credit agreement could adversely impact liquidity and results of operations

Changes in Taxation Requirements Could Adversely Impact Financial Results

The Company is subject to income tax in numerous jurisdictions including international and domestic

locations In addition the Companys products are subject to import and excise duties and/or sales

consumption or value-added taxes in many jurisdictions Fluctuations in tax rates and duties could have

material adverse effect on the financial condition results of operations or cash flows of the Company

The Company .s Inability to Obtain Commercial Insurance at Acceptable Prices or Failure to

Adequately Reserve for Seif-Insured Exposures Might Increase Expenses and Adversely Impact

Financial Results

The Company believes that commercial insurance coverage is prudent for risk management in certain

areas of the business Insurance costs may increase substantially in the future and may be affected by natural

catastrophes fear of terrorism financial irregularities and other fraud at publicly-held companies inter

vention by the government and decrease in the number of insurance carriers In addition for certain types or

levels of risk such as risks associated with earthquakes hurricanes or terrorist attacks the Company may

determine that we cannot obtain commercial insurance at acceptable prices if at all Therefore the Company

may choose to forego or limit the purchase of relevant commercial insurance choosing instead to self-insure

one or more types
of risk The Company is primarily self-insured for workers compensation and employee

health benefits If the Company suffers substantial loss that is not covered by commercial insurance or self-

insurance reserves the loss and attendant expenses
could harm its business and operating results In addition

exposures exist for which no insurance may be available and for which the Company has not reserved

Modifications and/or Upgrades to Information Technology Systems may Disrupt Operations

The Company regularly evaluates its information technology systems and requirements and is currently

implementing modifications and/or upgrades to the information technology systems that support the business

Modifications include replacing legacy systems with successor systems making changes to legacy systems

or acquiring new systems with new functionality The Company is aware of inherent risks associated with
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replacing and modifying these systems including inaccurate system information and system disruptions The

Company believes it is taking appropriate action to mitigate the risks through testing training and staging

implementation as well as securing appropriate commercial contracts with third-party vendors supplying

such replacement technologies Information technology system disruptions and inaccurate system informa

tion if not anticipated and appropriately mitigated could have material adverse effect on the Companys
financial condition or results of operations Additionally there is no assurance that successfully imple

mented system will deliver value to the Company

The Company Could Suffer if the Companys Computer Systems are Disrupted or Cease to Operate

Effectively

The Company relies heavily on its computer systems to record and process transactions and manage and

operate the Companys operations Given the significant number of transactions that are completed annually

it is vital to maintain constant operation of the computer hardware and software systems Despite efforts to

prevent such an occurrence the Companys systems are vulnerable from time-to-time to damage or

interruption from computer viruses power outages third party intrusions and other technical malfunctions

If the Companys systems are damaged or fail to function properly the Company may have to make monetary
investments to repair or replace the systems and the Company could endure delays in its operations Any
material interruption could have material adverse effect on the Companys business or results of operations

Changes in the Regulatory or Compliance Landscape Could Adversely Affect the Company
Business or Results of Operations

Laws and regulations at the state federal and international levels frequently change and the ultimate cost

of compliance cannot be precisely estimated Changes in regulations the imposition of additional regulations

or the enactment of any new legislation including those related to health care taxes environmental issues

trade product safety and employment labor could adversely affect the Companys business or results of

operations

The Company Operations may be Effected by Greenhouse Emissions and Climate Change

The Companys operations may be effected by regulatory changes related to climate change and

greenhouse gas emissions The Company is uncertain how the United States and international economies will

be affected by potential legislation and public reactions As result the affect this could have on the

Companys operations is currently unknown

ITEM lB UNRESOLVED STAFF COMMENTS

None

ITEM PROPERTIES

The Companys headquarters and support functions occupy 474 acres consisting of the home office

distribution and shipping facilities centralized on campus-like setting in New Albany Ohio and an

additional small distribution and shipping facility located in the Columbus Ohio area all of which are

owned by the Company Additionally the Company leases small facilities to house its design and sourcing

support centers in Hong Kong New York City and Los Angeles California as well as offices in the

United Kingdom and Switzerland for its European operations
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All of the retail stores operated by the Company as of March 19 2010 are located in leased facilities

primarily in shopping centers in North America Europe and Asia The leases expire at various dates between

2010 and 2028

The Companys home office distribution and shipping facilities design support centers and stores are

generally suitable and adequate

As of March 19 2010 the Companys 1098 stores were located in North America Europe and Asia as

follows

Alabama 13 Kentucky 14 North Dakota

Alaska Louisiana 15 Ohio 40

Arizona 17 Maine Oklahoma 10

Arkansas Maryland 19 Oregon 14

California 133 Massachusetts 33 Pennsylvania
48

Colorado 12 Michigan 33 Rhode Island

Connecticut 22 Minnesota 22 South Carolina 15

Delaware Mississippi South Dakota

Disthct of Columbia Missouri 18 Tennessee 24

Florida 73 Montana Texas 98

Georgia 25 Nebraska Utah

Hawaii Nevada 14 Vermont

Idaho New Hampshire 11 Virginia 28

Illinois 48 New Jersey 41 Washington 24

Indiana 26 New Mexico West Virginia

Iowa New York 56 Wisconsin 16

Kansas North Carolina 30

Canada 12

United Kingdom 11

Germany

Italy

Japan

ITEM LEGAL PROCEEDINGS

AF is defendant in lawsuits and other adversary proceedings arising in the ordinary course of business

On June 23 2006 Lisa Hashimoto et Abercrombie Fitch Co and Abercrombie Fitch Stores Inc

was filed in the Superior Court of the State of California for the County of Los Angeles In that action plaintiffs

alleged on behalf of putative class of California store managers employed in Hollister and abercrombie kids

stores that they were entitled to receive overtime pay as non-exempt employees under California wage and hour

laws The complaint seeks injunctive relief equitable relief unpaid overtime compensation unpaid benefits

penalties interest and attorneys fees and costs The defendants answered the complaint on August 21 2006

denying liability On June 23 2008 the defendants settled all claims of Hollister and abercrombie kids store

managers who served in stores from June 23 2002 through April 30 2004 but continued to oppose the plaintiffs
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remaining claims On January 29 2009 the Court certified class consisting of all store managers who served at

Hollister and abercrombie kids stores in California from May 2004 through the future date upon which the

action concludes The parties are continuing to litigate the claims of that putative class

On September 2005 purported class action styled Robert Ross Abercrombie Fitch Company et al

was filed against AF and certain of its officers in the United States District Court for the Southern District of Ohio

on behalf of purported class of all persons who purchased or acquired shares of AFs Common Stock between

June 2005 and August 16 2005 In September and October of 2005 five other purported class actions were

subsequently filed against AF and other defendants in the same Court All six securities cases allege claims under

the federal securities laws related to sales of Common Stock by certain defendants and to decline in the price of

AFs Common Stock during the summer of 2005 allegedly as result of misstatements atthbutable to AF
Plaintiffs seek unspecified monetary damages On November 2005 motion to consolidate all of these

purported class actions into the first-filed case was filed by some of the plaintiffs AFjoined in that motion On

March 22 2006 the motions to consolidate were granted and these actions together with the federal court

derivative cases described in the following paragraph were consolidated for purposes of motion practice

discovery and pretrial proceedings consolidated amended securities class action complaint the Complaint

was filed on August 142006 On October 132006 all defendants moved to dismiss that Complaint On August

2007 the Court denied the motions to dismiss On September 14 2007 defendants filed answers denying the

material allegations of the Complaint and asserting affirmative defenses On October 26 2007 plaintiffs moved to

certify their purported class After briefing and argument the motion was submitted on March 24 2009 and

granted on May 21 2009 On June 2009 defendants petitioned the Sixth Circuit for permission to appeal the

class certification order and on August 24 2009 the Sixth Circuit granted leave to appeal

On September 16 2005 derivative action styled The Booth Family Trust Michael Jeffries et al

was filed in the United States District Court for the Southern District of Ohio naming AF as nominal

defendant and seeking to assert claims for unspecified damages against nine of AFs present and former

directors alleging various breaches of the directors fiduciary duty and seeking equitable and monetary relief

In the following three months four similar derivative actions were filed three in the United States District

Court for the Southern District of Ohio and one in the Court of Common Pleas for Franklin County Ohio

against present and former directors of AF alleging various breaches of the directors fiduciary duty

allegedly arising out of the same matters alleged in the Ross case and seeking equitable and monetary relief on

behalf of AF In March of 2006 the federal court derivative actions were consolidated with the Ross actions

for purposes
of motion practice discovery and pretrial proceedings consolidated amended derivative

complaint was filed in the federal proceeding on July 10 2006 On February 16 2007 AF announced that

its Board of Directors had received report of the Special Litigation Committee established by the Board to

investigate and act with respect to claims asserted in the derivative lawsuit which concluded that there was no

evidence to support the asserted claims and directed the Company to seek dismissal of the derivative cases On

September 10 2007 the Company moved to dismiss the federal derivative cases on the authority of the

Special Litigation Committee report On March 12 2009 the Companys motion was granted and on

April 10 2009 plaintiffs filed an appeal from the order of dismissal The state court has stayed further

proceedings in the state-court derivative action until resolution of the consolidated federal derivative cases

Management intends to defend the aforesaid matters vigorously as appropriate Management is unable

to quantify the potential exposure
of the aforesaid matters However managements assessment of the

Companys current exposure
could change in the event of the discovery of additional facts with respect to

legal matters pending against the Company or determinations by judges juries administrative agencies or

other finders of fact that are not in accordance with managements evaluation of the claims

19



ITEM

SUPPLEMENTAL ITEM EXECUTIVE OFFICERS OF THE REGISTRANT

Set forth below is certain information regarding the executive officers of AF as of March 19 2010

Michael Jeffries 65 has been Chairman of AF since May 1998 Mr Jeifries has been Chief Executive

Officer of AF since February 1992 From February 1992 to May 1998 Mr Jeifries held the position of

President of AF Under the terms of the Employment Agreement entered into as of December 19 2008

between AF and Mr Jeifries AF is obligated to cause Mr Jeifries to be nominated as director of AF
during his employment term

Diane Chang 54 has been Executive Vice President Sourcing of AF since May 2004 Prior thereto

Ms Chang held the position of Senior Vice President Sourcing of AF from February 2000 to May 2004

and the position of Vice President Sourcing of AF from May 1998 to February 2000

Leslee Herro 49 has been Executive Vice President Planning and Allocation of AF since May
2004 Prior thereto Ms Herro held the position of Senior Vice President Planning and Allocation of AF
from February 2000 to May 2004 and the position of Vice President Planning Allocation of AF from

February 1994 to February 2000

Jonathan Ramsden 45 joined AF in December 2008 as Executive Vice President and Chief

Financial Officer From December 1998 to December 2008 Mr Ramsden served as Chief Financial Officer

and member of the Executive Committee of TBWA Worldwide large advertising agency network and

division of Omnicom Group Inc Prior to becoming Chief Financial Officer of TWBA Worldwide he served

as Controller and Principal Accounting Officer of Omnicom Group Inc from June 1996 to December 1998

David Cupps 73 has been Senior Vice President General Counsel and Secretary of AF since April

2007 Prior thereto he was partner in the law firm of Vorys Sater Seymour and Pease LLP from January

1974 through December 2006 and Of Counsel to that law firm from January 2007 through March 2007

The executive officers serve at the pleasure of the Board of Directors of AF and in the case of

Mr Jeffries pursuant to an employment agreement
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PART II

ITEM MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER

MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

AFs Class Common Stock the Common Stock is traded on the New York Stock Exchange under

the symbol ANF The table below sets forth the high and low sales prices of AFs Common Stock on the

New York Stock Exchange for Fiscal 2009 and Fiscal 2008

Sates Price

High Low

Fiscal 2009

4th Quarter
$42.31 $29.88

3rd Quarter
$37.80 $28.76

2nd Quarter
$32.83 $22.70

1st Quarter
$28.06 $16.95

Fiscal 2008

4th Quarter
$29.97 $13.66

3rd Quarter
$56.74 $23.75

2nd Quarter
$77.25 $51.45

1st Quarter
$82.06 $69.55

quarterly dividend of $0.1 75 per share was paid in March June September and December of Fiscal

2007 Fiscal 2008 and Fiscal 2009 AF expects to continue to pay dividend subject to the Board of

Directors review of the Companys cash position and results of operations

As of March 192010 there were approximately 4413 stockholders of record However when including

investors holding shares in broker accounts under street name active associates of the Company who

participate in AFs stock purchase plan and associates of the Company who own shares through AF
sponsored retirement plans AF estimates that there are approximately 53100 stockholders

The following table provides information regarding the purchase of shares of the Common Stock of AF
made by or on behalf of AF or any affiliated purchaser as defined in Rule lOb-i 8a3 under the

Securities Exchange Act of 1934 as amended during each fiscal month of the quarterly period ended

January 30 2010

Total Number of

Shares Purchased as Maximum Number of

Total Number Average Part of Publicly Shares that May Yet Be

of Shares Price Paid Announced Plans or Purchased under the

Fiscal Month Purchased1 per Share2 Programs3 Plans or Programs4

November 2009 November 28

2009 1838 $40.36 11346900

November 29 2009 January

2010 2375 $39.85 11346900

January 2010January 30

2010 1322 $34.71 11346900

Total 5535 $38.79 11346900
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Included in the total number of shares of AFs Common Stock purchased during the quarterly period

thirteen-week period ended January 30 2010 were an aggregate of 5535 shares which were withheld

for tax payments due upon the vesting of employee restricted stock units and restricted stock awards

The
average price paid per share includes broker commissions as applicable

There were no shares purchased pursuant to AFs publicly announced stock repurchase authorizations

during the quarterly period thirteen-week period ended January 30 2010 On August 16 2005 AF
announced the August 15 2005 authorization by AFs Board of Directors to repurchase 6.0 million

shares of AFs Common Stock On November 21 2007 AF announced the November 20 2007

authorization by AFs Board of Directors to repurchase 10.0 million shares of AFs Common Stock

in addition to the approximately 2.0 million shares of AFs Common Stock which remained available

under the August 2005 authorization as of November 20 2007

The figure shown represents as of the end of each period the maximum number of shares of Common
Stock that may yet be purchased under AFs publicly announced stock repurchase authorizations

described in footnote above The shares may be purchased from time-to-time depending on market

conditions

AF did not repurchase any shares of AFs Common Stock in the open market during Fiscal 2009

During Fiscal 2008 AFrepurchased approximately 0.7 million shares of AFs Common Stock in the open
market with value of approximately $50.0 million During Fiscal 2007 AF repurchased approximately

3.6 million shares of AFs Common Stock in the open market with value of approximately $287.9 million

Both the Fiscal 2008 and the Fiscal 2007 repurchases were pursuant to AF Board of Directors

authorizations
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The following graph shows the changes over the five-year period ended January 30 2010 the last day of

AFs 2009 fiscal year in the value of $100 invested in shares of AFs Common Stock ii the

Standard Poors 500 Stock Index the SP 500 Index and iii the Standard Poors Apparel Retail

Composite Index the SP Apparel Retail Index including reinvestment of dividends The plotted points

represent the closing price on the last day of the fiscal year indicated and if such day was not trading day the

closing price on the last day immediately preceding trading day

PERFORMANCE GRAPH1
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ITEM SELECTED FINANCIAL DATA

Summary of Operations

ABERCROMBIE FITCH CO
FINANCIAL SUMMARY

Fiscal 2006 was fifty-three week year

Includes results of operations from RUEHL branded stores and related direct-to-consumer operations

Information below excludes amounts related to discontinued operations except where otherwise

2009 2008 2007 20061 2005

Thousands except per share and per square foot amounts ratios and store and

associate data

$2928626 $3484058 $3699656 $3284176 $2768164

$1883598 $2331095 $2488166 $2200668 $1854186
117912 498262 778909 697990 577817

78953 308169 499127 446525 355382

78699
254

0.70

35914
272255

0.70

23430
475697

0.70

24339
422186

0.70

21398
333984

0.60

0.90 3.55

0.89 3.45

noted

Net Sales

Gross Profit

Operating Income

Net Income from Continuing Operations

Net Loss from Discontinued Operations net of

taxes2
Net Inconie2

Dividends Declared Per Share

Net Income Per Share from Continuing

Operations

Basic

Diluted

Net Loss Per Share from Discontinued

Operations

Basic

Diluted

Net Income Per Share

Basic

Diluted

Basic Weighted-Average Shares Outstanding

Diluted Weighted-Average Shares Outstanding
Other Financial Information

Total Assets including discontinued operations
Return on Average Assets3

Working Capital4

Current RatioS
Net Cash Provided by Operating Activities2

Capital Expenditures

Long-Term Debt

Shareholders Equity including discontinued

operations

Return on Average Shareholders Equity6

Comparable Store Sales7

Net Retail Sales Per Average Gross Square Foot

Stores at End of Year and Average Associates

Total Number of Stores Open

Gross Square Feet

Average Number of Associates8

5.72 5.07 4.08

5.45 4.85 3.90

0.90 0.41 0.27 0.28 0.25

0.89 0.40 0.26 0.26 0.23

0.00 3.14 5.45 4.79 3.83

0.00 3.05 5.20 4.59 3.66

87874 86816 87248 88052 87161

88609 89291 91523 92010 91221

$2567598

20%

585575

2.08

817524

403345

$2248067

21%

571089

2.12

582171

403476

$2821866 $2848181
0% 10%

786474 622213

2.75 2.38

402200 490836

175472 367602

71213 100000

$1827917 $1845578

0% 16%

23% 13%
339 432

1096 1097

7848 7760

83000 96200

$1789718

21%

447102

1.91

453590

256422

$1618313 $1405297 995117

31% 35% 40%

l% 1%

503 509

1013

7133

94600

26%

474

843

5956

69100

930

6563

80100
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Return on average assets is computed by dividing net income including discontinued operations by the

average asset balance including discontinued operations

Working capital is computed by subtracting current liabilities including discontinued operations from

current assets including discontinued operations

Current Ratio is computed by dividing current assets including discontinued operations by current

liabilities including discontinued operations

Return on Average Shareholders Equity is computed by dividing net income including discontinued

operations by the average shareholders equity balance including discontinued operations

store is included in comparable store sales when it has been open as the same brand at least one year and

its square footage has not been expanded or reduced by more than 20% within the past year Note that

Fiscal 2006 comparable store sales are compared to store sales for the comparable fifty-three weeks

ended February 2006

Includes employees from RUEHL operations

ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS

OVERVIEW

The Companys fiscal year
ends on the Saturday closest to January 31 typically resulting in fifty-two

week year but occasionally giving rise to an additional week resulting in fifty-three week year store is

included in comparable store sales when it has been open as the same brand at least one year and its square

footage has not been expanded or reduced by more than 20% within the past year

For purposes of this ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS the fifty-two week period ended January 30 2010 is

compared to the fifty-two week period ended January 31 2009 Fiscal 2009 comparable store sales compare

the fifty-two week period ended January 30 2010 to the fifty-two week period ended January 31 2009 Fiscal

2008 comparable store sales compare the fifty-two week period ended January 31 2009 to the fifty-two week

period ended February 2008 For Fiscal 2007 the fifty-two week period ended February 2008 is

compared to the fifty-three week period ended February 2007

On June 16 2009 AFs Board of Directors approved the closure of the Companys 29 RUEHL branded

stores and related direct-to-consumer operations The determination to take this action was based on

comprehensive review and evaluation of the performance of the RUEHL branded stores and related

direct-to-consumer operations as well as the related real estate portfolio The Company completed the

closure of the RUEHL branded stores and related direct-to-consumer operations during the fourth quarter of

Fiscal 2009 Accordingly the results of operations of RUEHL are reflected in Net Loss from Discontinued

Operations on the Consolidated Statements of Operations and Comprehensive Income for all periods

presented

The Company had net sales of $2.929 billion for the fifty-two weeks ended January 30 2010 down

15.9% from $3.484 billion for the fifty-two weeks ended January 31 2009 Operating income for Fiscal 2009

was $117.9 million which was down from $498.3 million in Fiscal 2008 Net income from continuing

operations was $79.0 million and net income per diluted share from continuing operations was $0.89 in Fiscal

2009 compared to net income from continuing operations of $308.2 million and net income per
diluted share

from continuing operations of $3.45 in Fiscal 2008 Net income per diluted share from continuing operations
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included non-cash store-related asset impairment charges of $0.23 and $0.06 for Fiscal 2009 and Fiscal 2008
respectively

Net loss from discontinued operations was $78.7 million in Fiscal 2009 and net loss per diluted share
from discontinued operations was $0.89 in Fiscal 2009 compared to net loss from discontinued operations of
$35.9 million and net loss per diluted share from discontinued operations of $0.40 in Fiscal 2008 Net loss

from discontinued operations included an after-tax charge of $34.2 million or $0.39 per diluted share
associated with the closure of the RUEHL business in Fiscal 2009 and after-tax charges of $31.4 million or
$0.35 per diluted share and $13.6 million or $0.15 per diluted share associated with the impairment of
Ruehl-related store assets for Fiscal 2009 and Fiscal 2008 respectively

Net income was $0.3 million and net income per diluted share was $0.00 in Fiscal 2009 compared to net
income of $272.3 million and net income per diluted share of $3.05 in Fiscal 2008

Excluding net loss from discontinued operations and non-cash impairment charges the Company
reported non-GAAP net income per diluted share of $1.12 for Fiscal 2009 compared to non-GAAP net
income per diluted share of $3.51 for Fiscal 2008 The Company believes that this non-GAAP financial

measure is useful to investors as it provides the ability to measure the Companys operating performance and

compare it against that of prior periods without reference to the Consolidated Statements of Operations and

Comprehensive Income impact of Net Loss from Discontinued Operations and non-cash store related asset

impairment charges This non-GAAP financial measure should not be used as an alternative to net income
per

diluted share as an indicator of the ongoing operating performance of the Company and is also not intended to

supersede or replace the Companys GAAP financial measures The table below reconciles the GAAP
financial measures to the non-GAAP financial measures discussed above

Fifty-Two Weeks Ended

January 30 2010 January 31 2009

Net income per diluted share on GAAP basis $0.00 $3.05

Plus Net loss from discontinued operations1 $0.89 $0.40

Plus Non-cash store-related asset impairment

charges2 $0.06

Net income per diluted share on non-GAAP
basis

$1.12 $3.51

Net loss from discontinued operations for the fiscal
year includes the operating results exit charges and

non-cash impairment charges associated with RUEHL branded stores and related direct-to-consumer

operations as summarized in Note 14 Discontinued Operations of the Consolidated Financial

Statements

The non-cash store-related asset impairment charges relate to stores whose asset carrying value exceeded

the fair value For Fiscal 2009 the charge was associated with 34 Abercrombie Fitch 46 abercrombie

kids and 19 Hollister stores For Fiscal 2008 the charge was associated with 11 Abercrombie Fitch six

abercrombie kids and three Hollister stores

Net cash provided by operating activities the Companys primary source of liquidity was $402.2 million
for Fiscal 2009 This source of cash was primarily driven by results from operations adjusted for non-cash
items including depreciation and amortization and impairment charges The Company used $175.5 million of
cash for capital expenditures and had proceeds from the sale of marketable securities of $77.5 million during
Fiscal 2009 During Fiscal 2009 the Company repaid U.S dollar denominated borrowings of $100.0 million

26



under the unsecured Amended Credit Agreement and separately drew down approximately $48.0 million in

borrowings denominated in Japanese Yen used to fund international lease and capital expenditure com

mitments The Company also paid dividends totaling $61.5 million during Fiscal 2009 As of January 30

2010 the Company had $680.1 million in cash and equivalents and outstanding debt and letters of credit of

$100.9 million

The following data represents the Companys Consolidated Statements of Operations for the last three

fiscal years expressed as percentage of net sales

2009 2008 2007

NET SALES 100.0% 100.0% 100.0%

Cost of Goods Sold 35.7 33.1 32.7

GROSS PROFIT 64.3 66.9 67.3

Stores and Distribution Expense 48.7 41.2 36.3

Marketing General and Administrative Expense 12.1 11.6 10.2

Other Operating Income Net 0.5 0.3 0.3

OPERATING INCOME 4.0 14.3 21.1

Interest Income Net 0.1 0.3 0.5

Income from Continuing Operations before Income Taxes 4.1 14.6 21.6

Income Tax Expense from Continuing Operations 1.4 5.8 8.1

Net Income from Continuing Operations 2.7 8.8 13.5

Net Loss from Discontinued Operations 2.7 1.0 0.6

NET INCOME 0% 7% 129%
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FINANCIAL SUMMARY

The following summarized financial and statistical data compares Fiscal 2009 to Fiscal 2008 and Fiscal

2009 2008 2007

$2928626 $3484058 $3699656

$1272287 $1531480 $1638929

343164 420518 471045

$1287241 $1514204 $1589452

25934 17856 230

2008 to Fiscal 2007

Net sales by brand thousands

Abercrombie Fitch

abercrombie kids

Hollister

Gilly Hicks5

Increase decrease in net sales from prior year

Abercrombie Fitch

abercromhie kids

Hollister

Gill Hicks

Decrease in comparable store sales

Abercrombie Fitch

abercrombie kids

1-bluster

Net retail sales increase attributable to new and remodeled stores and

websites

Net retail sales per average store thousands
Abercrombie Fitch

abercrombie kids

bluster

Net retail sales per average gross square foot

Abercrombie Fitch

abercrombie kids

bluster

Change in transactions per average retail store

Abercrombie Fitch

abercrombie

1-bollister

Change in average retail transaction value

Abercrombie Fitch

abercrombie

Hollister

Change in average units per retail transaction

Abercrombie Fitch

abercrombie

Hollister

Change in average unit retail sold

Abercrombie Fitch

abercrombie

Hollister

16%
7%

l8%
15%
45%

23%
19%
23%
27%

7%

2412

3193

1.453

2299

339

359

313

338

14%
14%
14%

6%

7%
4%
7%
8%
0%
2%

0%

2%
7%
8%

7%
11%
5%

NM

13%
8%

19%
17%

7%

3041

3878

1.823

2962

432

438

397

442

16%
11%
20%
18%

2%
5%
1%

1%

0%

0%

2%

2%
5%

3%
1%

13%

8%
16%

174

NM

1%
0%

0%

2%

14%

3546

4073

2.230

3550

503

463

493

531

2%
2%
2%
4%
1%

5%
1%

2%
3%
2%

L7C

1%
2%

0%

2%

store is included in comparable store sales when it has been open as the same brand at least one year and its square

footage has not been expanded or reduced by more than 20% within the past year

Net sales for the fifty-two week periods ended January 30 2010 January 31 2009 and February 22008 reflect the

activity of 16 14 and three stores respectively In Fiscal 2007 all three stores opened in January 2008 Operational

data was deemed immaterial for inclusion in the table above
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CURRENT TRENDS AND OUTLOOK

While 2009 was challenging year for the Company it was one in which the Company believes it made

significant progress
in laying the foundations for future success The Company continues to work hard to

improve the performance of its domestic business while continuing to be pleased with the progress of its

international rollout strategy

The Companys objective in Fiscal 2010 and subsequent years
is to increase its operating margin back

towards historical levels which the Company believes will require combination of the following factors

First returning gross margin to historic levels The Company believes the factors in achieving this will

be optimizing its average
unit retails achieving further reductions in average

unit cost and benefiting from

international operations with higher gross margins In the short-term there may be further erosion of the gross

profit rate to the extent that the Company believes that further reduction in average unit retail can enable the

Company to improve productivity levels

Second improvements in domestic productivity levels and the closure of negative contribution stores

The Company is in the process
of reviewing negative contribution stores and to the extent it does not foresee

recovery for applicable stores plans to address these stores through combination of natural lease

expirations rent relief negotiations with landlords and potentially early closures of certain underperforming

stores

Third the Company continues with its plan for accelerated international openings in Fiscal 2010 and

will potentially accelerate further beyond that to achieve profitable international growth In Fiscal 2010 the

Company remains on track to open Abercrombie Fitch flagship stores in Fukuoka and Copenhagen Going

forward the format of flagship stores is likely to be combination of the original flagship model and smaller

store format similar to the template being used in Copenhagen The Company currently plans to open

approximately 30 international mall-based Hollister stores including in two or more new countries in 2010

The Hollister openings will predominantly be in the third and particularly the fourth quarters

The Company is also focusing significant attention on improving the productivity
of its Gilly Hicks

brand which the Company believes is necessary precursor
to expanding the store count for the brand and

having path to profitability

Finally the Company will continue to maintain tight control over expenses and to seek greater

efficiencies in its operations

In Fiscal 2010 the Company will continue to concentrate on protecting the brands while seeking to

drive improvement in its domestic business and continue its international growth
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The following measurements are among the key business indicators reviewed by various members of

management to gauge the Companys results

Comparable store sales by brand by product and by store defined as year-over-year sales for store

that has been open as the same brand at least one year and its square footage has not been expanded or
reduced by more than 20% within the past year

Direct-to-consumer sales growth

International and flagship store performance

Store productivity

Initial Mark Up IMU
Markdown rate

Gross profit rate

Selling margin defined as sales price less original cost by brand and by product category

Stores and distribution expense as percentage of net sales

Marketing general and administrative
expense as percentage of net sales

Operating income and operating income as percentage of net sales

Net income

Inventory per gross square foot

Cash flow and liquidity determined by the Companys current ratio and cash provided by
operations and

Store metrics such as sales per gross square foot sales
per selling square foot average unit retail

average number of transactions
per store average transaction values store contribution defined as

store sales less direct costs of running the store and
average units per transaction

While not all of these metrics are disclosed publicly by the Company due to the proprietary nature of the

information the Company publicly discloses and discusses many of these metrics as part of its Financial

Summary and in several sections within this Managements Discussion and Analysis of Financial Condition

and Results of Operations

FISCAL 2009 COMPARED TO FISCAL 2008

Net Sales

Net sales for Fiscal 2009 were $2.929 billion decrease of 15.9% from Fiscal 2008 net sales of
$3.484 billion The net sales decrease was attributed primarily to 23% decrease in comparable store sales

and 5.6% decrease in net direct-to-consumer sales including shipping and handling revenue

Comparable store sales by brand for Fiscal 2009 were as follows Abercrombie Fitch decreased 19%
with mens decreasing by low double-digit and womens decreasing by mid twenty abercrombie kids

decreased 23% with boys decreasing by mid teen and girls decreasing by mid twenty and Hollister

decreased 27% with dudes decreasing by high teen and bettys decreasing by low thirty
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On regional basis for Fiscal 2009 comparable store sales were down in all U.S regions and Canada

Comparable store sales were positive in the United Kingdom

For Fiscal 2009 across all brands the masculine categories continued to out-pace the feminine

categories From merchandise classification standpoint across all brands for the male business fragrance

and sweaters were stronger performing categories while knit tops and graphic tees were the weaker

performing categories For the female business woven shirts and dresses were stronger performing cate

gories while sweaters and knit tops were weaker categories

Direct-to-consumer net merchandise sales in Fiscal 2009 were $249.4 million decrease of 5.6% from

Fiscal 2008 net merchandise sales of $264.3 million Shipping and handling revenue was $40.7 million in

Fiscal 2009 and $42.9 million in Fiscal 2008 The direct-to-consumer business including shipping and

handling revenue accounted for 9.9% of total net sales in Fiscal 2009 compared to 8.8% of total net sales in

Fiscal 2008

Gross Profit

Gross profit during Fiscal 2009 decreased to $l.884 billion from $2.33l billion in Fiscal 2008 The gross

profit rate gross profit divided by net sales for Fiscal 2009 was 64.3% versus 66.9% the previous year

decrease of 260 basis points The decrease in the gross profit rate was primarily driven by lower average
unit

retail partially offset by reduction in average unit cost

Stores and Distribution Expense

Stores and distribution expense for Fiscal 2009 was $1 .426 billion compared to $1 .436 billion in Fiscal

2008 For Fiscal 2009 the stores and distribution expense rate stores and distribution expense divided by net

sales was 48.7% compared to 41.2% for Fiscal 2008 For the fifty-two weeks ended January 30 2010 and

January 31 2009 stores and distribution expense
included non-cash pre-tax asset impairment charges related

to 99 stores of $33.2 million or 1.1% of net sales and non-cash pre-tax asset impairment charges related to

20 stores of $8.3 million or 0.2% of net sales respectively Excluding the effect of impairment charges the

increase in the stores and distribution expense rate was primarily attributable to higher store occupancy costs

including rent depreciation and other occupancy costs

Marketing General and Administrative Expense

Marketing general and administrative expense for Fiscal 2009 decreased 12.8% to $353.3 million

compared to $405.2 million in Fiscal 2008 The decrease in expense was related to reductions in employee

compensation and benefits travel and outside services The marketing general and administrative expense

rate marketing general and administrative expense divided by net sales was 12.1% for Fiscal 2009 an

increase of 50 basis points compared to 11.6% for Fiscal 2008

Other Operating Income Net

Other operating income for Fiscal 2009 was $13.5 million compared to $8.8 million for Fiscal 2008 The

increase was primarily driven by gains on foreign currency transactions for Fiscal 2009 compared to losses on

foreign currency
transactions for Fiscal 2008 as well as an increase in income related to gift cards for which

the Company has determined the likelihood of redemption to be remote In Fiscal 2009 other operating

income also included $9.2 million reduction of other-than-temporary impairments related to the Companys

trading auction rate securities partially offset by reduction of the related put option of $7.7 million as

31



compared to an other-than-temporary impairment of $14.0 million related to the Companys trading auction

rate securities offset by gain on the related put option of $12.3 million in Fiscal 2008

Interest Income Net and Income Tax Expense

Fiscal 2009 interest income was $8.2 million offset by interest
expense of $6.6 million compared to

interest income of $14.8 million offset by interest expense of $3.4 million for Fiscal 2008 The decrease in

interest income was due primarily to lower average rate of return on investments The increase in interest

expense was due primarily to imputed interest expense related to certain store lease transactions

The income tax expense rate for continuing operations for Fiscal 2009 was 33.9% compared to 39.5% for

Fiscal 2008 The Fiscal 2009 rate benefited from foreign operations Additionally Fiscal 2008 included

$9.9 million charge related to the execution of the Chairman and Chief Executive Officers new employment

agreement which resulted in certain non-deductible amounts pursuant to Section 162m of the Internal

Revenue Code

Net Loss from Discontinued Operations

The Company completed the closure of its RUEHL branded stores and related direct-to-consumer

operations in the fourth quarter of Fiscal 2009 Accordingly the after-tax operating results appear in Net Loss

from Discontinued Operations on the Consolidated Statements of Operations and Comprehensive Income for

all fiscal
years presented Net loss from discontinued operations net of tax was $78.7 million and

$35.9 million for Fiscal 2009 and Fiscal 2008 respectively Net loss from discontinued operations includes

after-tax charges of $34.2 million associated with the closure of the RUEHL business for 2009 and after-tax

charges of $31.4 million and $13.6 million associated with the impairment of RUEHL-related store assets for

Fiscal 2009 and Fiscal 2008 respectively

Refer to Note 14 Discontinued Operations of the Notes to Consolidated Financial Statements for

further discussion

Net Income and Net Income per Share

Net income for Fiscal 2009 was $0.3 million compared to $272.3 million for Fiscal 2008 Net income
per

diluted share was $0.00 in Fiscal 2009 versus $3.05 in Fiscal 2008 Net income per diluted share included

$0.89 of net loss per diluted share from discontinued operations and an after-tax charge of approximately

$0.23 per diluted share associated with the impairment of store-related assets for Fiscal 2009 and $0.40 of net

loss per diluted share from discontinued operations and an after-tax charge of approximately $0.06 per diluted

share associated with the impairment of store-related assets for Fiscal 2008

FISCAL 2008 COMPARED TO FISCAL 2007

Net Sales

Net sales for Fiscal 2008 were $3.484 billion decrease of 5.8% from Fiscal 2007 net sales of

$3.700 billion The net sales decrease was attributed primarily to the 13% decrease in comparable store sales

partially offset by net addition of 84 stores and 3.1% increase in direct-to-consumer business including

shipping and handling revenue

For Fiscal 2008 comparable store sales by brand were as follows Abercrombie Fitch decreased 8%
abercrombie kids decreased 19% and Hollister decreased 17%
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On regional basis for Fiscal 2008 comparable store sales were down in all U.S regions and Canada

Comparable store sales were stronger
in the flagship stores particularly in the United Kingdom

Direct-to-consumer net merchandise sales in Fiscal 2008 were $264.3 million an increase of 2.1% over

Fiscal 2007 net merchandise sales of $258.8 million Shipping and handling revenue was $42.9 million in

Fiscal 2008 and $39.1 million in Fiscal 2007 The direct-to-consumer business including shipping and

handling revenue accounted for 8.8% of total net sales in Fiscal 2008 compared to 8.1% of total net sales in

Fiscal 2007

Gross Profit

Gross profit for Fiscal 2008 decreased to $2.33 billion from $2.488 billion in Fiscal 2007 The gross

profit rate for Fiscal 2008 was 66.9% versus 67.2% the previous year decrease of 30 basis points The

decrease in gross profit rate was attributable to higher IMU rate being more than offset by an increase in

markdown rate versus Fiscal 2007 The higher markdown rate resulted from the need to clear through

seasonal merchandise as result of declining sales and the Companys limited ability to reduce fourth quarter

of Fiscal 2008 deliveries

Stores and Distribution Expense

Stores and distribution expense for Fiscal 2008 was $1 .436 billion compared to $1 .344 billion for Fiscal

2007 For Fiscal 2008 the stores and distribution expense rate was 41.2% compared to 36.3% for Fiscal 2007

The increase in rate resulted primarily from the Companys limited ability to leverage fixed expenses due to

negative comparable store sales Additionally stores and distribution expense in Fiscal 2008 also included

additional direct expenses related to flagship pre-opening rent expenses as well as minimum wage and

manager salary increases and an $8.3 million non-cash impairment charge associated with store-related

assets

Marketing General and Administrative Expense

Marketing general and administrative expense
for Fiscal 2008 increased 7.5% to $405.2 million

compared to $376.8 million in Fiscal 2007 The increase in expense reflected investments in home office

resources necessary for flagship and international expansion partially offset by savings in incentive

compensation and benefits and other home office expenses
in the second half of Fiscal 2008 The marketing

general and administrative expense rate was 11.6% for Fiscal 2008 an increase of 1.4 percentage points

compared to 10.2% for Fiscal 2007

Other Operating Income Net

Other operating income for Fiscal 2008 was $8.8 million compared to $11.7 million for Fiscal 2007 The

decrease was primarily driven by losses on foreign currency
transactions for Fiscal 2008 compared to gains on

foreign currency
transactions for Fiscal 2007 as well as decrease in income related to gift cards for which

the Company has determined the likelihood of redemption to be remote

Interest Income Net and Income Tax Expense

Fiscal 2008 interest income was $14.8 million offset by interest expense of $3.4 million compared to

interest income of $19.8 million offset by interest expense of $1.0 million for Fiscal 2007 The decrease in

interest income in Fiscal 2008 was primarily due to lower average rate of return on investments The
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increase in interest
expense in Fiscal 2008 was due to borrowings made under the Companys unsecured

amended credit agreement in Fiscal 2008

The effective tax rate for Fiscal 2008 was 39.5% compared to 37.4% for Fiscal 2007 Fiscal 2008

included $9.9 million charge related to the execution of the Chairman and Chief Executive Officers new
employment agreement which resulted in certain non-deductible amounts pursuant to Section 162m of the

Internal Revenue Code

Net Loss from Discontinued Operations

Net loss from discontinued operations net of tax was $35.9 million and $23.4 million for Fiscal 2008

and Fiscal 2007 respectively The results for Fiscal 2008 included $13.6 milllon of after-tax non-cash asset

impairment charges related to RUEHL assets as result of the determination that the carrying value of the

assets exceeded the fair value of those assets

Refer to Note 14 Discontinued Operations of the Notes to Consolidated Financial Statements for

further discussion

Net Income and Net Income per Share

Net income for Fiscal 2008 was $272.3 million compared to $475.7 million for Fiscal 2007 Net income

per diluted weighted-average share was $3.05 in Fiscal 2008 versus $5.20 in Fiscal 2007 For Fiscal 2008 net

income per diluted share included $0.40 of net loss
per diluted share from discontinued operations and an

after-tax charge of approximately $0.06 per diluted share associated with the impairment of store-related

assets Fiscal 2007 included $0.26 of net loss per diluted share from discontinued operations

FINANCIAL CONDITION

Liquidity and Capital Resources

The Company had $680.1 million in cash and equivalents available as of January 30 2010 as well as an

additional $299.1 million available less outstanding letters of credit of $50.0 million under its unsecured

Amended Credit Agreement as amended in June 2009 and $26.3 million available under the UBS Credit

Line both described in Note 12 Long-Term Debt of the Notes to Consolidated Financial Statements The

unsecured Amended Credit Agreement contains financial covenants that require the Company to maintain

minimum
coverage ratio and maximum leverage ratio and also limits the Companys consolidated capital

expenditures to $325 million in Fiscal 2010 plus the unused portion from Fiscal 2009 of $99.5 million all

defined in the Amended Credit Agreement If circumstances occur that would lead to the Company failing to

meet the covenants under the Amended Credit Agreement and the Company is unable to obtain waiver or

amendment an event of default would result and the lenders could declare outstanding borrowings imme

diately due and payable The Company believes it is likely that it would either obtain waiver or amendment

in advance of default or would have sufficient cash available to repay borrowings in the event waiver was

not obtained
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summary of the Companys working capital current assets less current liabilities and capitalization at

the end of each of the last three fiscal years follows thousands

2009 2008 2007

Working capital 786474 622213 585575

Capitalization

Shareholders equity $1827917 $1845578 $1618313

The Company considers the following to be measures of its liquidity and capital resources for the last

three fiscal years

2009 2008 2007

Current ratio current assets divided by current

liabilities 2.75 2.38 2.08

Net cash provided by operating activities thousands $402200 $490836 $817524

Operating Activities

Net cash provided by operating activities the Companys primary source of liquidity was $402.2 million

for Fiscal 2009 compared to $490.8 million for Fiscal 2008 In Fiscal 2009 the decrease in cash provided by

operating activities was primarily driven by reduction in net income for Fiscal 2009 compared to Fiscal

2008 adjusted for non-cash impairment charges Operating cash flows for Fiscal 2009 included payments of

approximately $22.6 million related primarily to lease termination agreements associated with the closure of

RUEHL branded stores and related direct-to-consumer operations Additionally Fiscal 2009 operating cash

flows benefited from reduction in inventory in reaction to the declining sales trend partially offset by an

increase in lease related assets including lease deposits and prepaid rent associated with new flagship stores

In Fiscal 2008 the decrease in cash provided by operating activities compared to Fiscal 2007 was driven by

decrease in net income and incremental cash outflow associated with changes in assets and liabilities

Investing Activities

Cash outflows from investing activities in Fiscal 2009 were used primarily for capital expenditures

related to new store construction and information technology investments The decrease in capital expen
ditures compared to Fiscal 2008 related primarily to reduction in new domestic mall-based store openings in

Fiscal 2009 The Company also had cash inflows from the sale of marketable securities

Cash outflows from investing activities in Fiscal 2008 were used for capital expenditures related

primarily to new store construction store remodels and refreshes and information technology Cash flows

from investing activities included sales and purchases of marketable securities

Cash outflows from investing activities in Fiscal 2007 were used primarily for purchases of marketable

securities and trust-owned life insurance policies and capital expenditures related primarily to new store

construction store remodels and refreshes the purchase of an airplane and other various store home office

and DC projects partially offset by cash inflows related to proceeds from the sale of marketable securities
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Financing Activities

In Fiscal 2009 financing activities consisted of repayment of $100.0 million borrowed under the

Companys unsecured credit agreement denominated in U.S Dollars and separate borrowings of $48.0 million

denominated in Japanese Yen under the Companys unsecured Amended Credit Agreement and payment of

dividends In Fiscal 2008 financing activities consisted primarily of the repurchase of the Companys Common

Stock the payment of dividends proceeds from share-based compensation and proceeds from borrowing under

the Companys unsecured credit agreement In Fiscal 2007 financing activities consisted of the repurchase of

the Companys Common Stock and the payment of dividends as well as proceeds from share-based com

pensation and the related excess tax benefits AFs Board of Directors will review the Companys cash

position and results of operations and address the appropriateness of future dividend amounts

AF did not repurchase any shares of AFs Common Stock in the open market during Fiscal 2009

During Fiscal 2008 AFrepurchased approximately 0.7 million shares of AFs Common Stock in the open

market with value of approximately $50.0 million During Fiscal 2007 AF repurchased approximately

3.6 million shares of AFs Common Stock in the open market with value of approximately $287.9 million

Both the Fiscal 2008 and Fiscal 2007 repurchases were pursuant to AF Board of Directors authorizations

As of January 30 2010 AF had approximately 11.3 million shares available for repurchase as part of

the August 15 2005 and November 20 2007 AF Board of Directors authorizations to repurchase

6.0 million shares and 10.0 million shares respectively of AFs Common Stock

The Company had $50.9 million and $100.0 million outstanding under its unsecured Amended Credit

Agreement on January 30 2010 and January 31 2009 respectively The $50.9 million outstanding as of

January 30 2010 was denominated in Japanese Yen The average interest rate for Fiscal 2009 was 2.0% As of

January 30 2010 the Company had an additional $299.1 million available less outstanding letters of credit

under its unsecured Amended Credit Agreement

The Amended Credit Agreement requires that the Leverage Ratio not be greater than 3.75 to 1.00 at the

end of each testing period The Companys Leverage Ratio was 2.95 as of January 30 2010 The Amended

Credit Agreement also requires that the Coverage Ratio for AF and its subsidiaries on consolidated basis

of Consolidated EBITDAR for the trailing four-consecutive-fiscal-quarter period to iithe sum of without

duplication net interest expense for such period scheduled payments of long-term debt due within

twelve months of the date of determination and the sum of minimum rent and contingent store rent not be

less than 1.65 to 1.00 at January 30 2010 The minimum Coverage Ratio varies over time based on the terms

set forth in the Amended Credit Agreement The Amended Credit Agreement amended the definition of

Consolidated EBITDAR to add back the following items among others recognized losses arising from

investments in certain auction rate securities to the extent such losses do not exceed defined level of

impairments for those investments non-cash charges in an amount not to exceed $50 million related to the

closure of RUEHL branded stores and related direct-to-consumer operations non-recurring cash charges

in an aggregate amount not to exceed $61 million related to the closure of RUEHL branded stores and related

direct-to-consumer operations additional non-recurring non-cash charges in an amount not to exceed

$20 million in the aggregate over the trailing four fiscal quarter period and other non-recurring cash

charges in an amount not to exceed $10 million in the aggregate over the trailing four fiscal quarter period

The Companys Coverage Ratio was 2.10 as of January 30 2010 The Amended Credit Agreement also limits

the Companys consolidated capital expenditures to $275 million in Fiscal 2009 and to $325 million in Fiscal

2010 plus any unused portion from Fiscal 2009 The Company was in compliance with the applicable ratio

requirements and other covenants at January 30 2010
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The unsecured Amended Credit Agreement is more fully described in Note 12 Long-Term Debt of the

Notes to Consolidated Financial Statements

Trade letters of credit totaling approximately $35.9 million and $21.1 million were outstanding on

January 30 2010 and January 31 2009 respectively Stand-by letters of credit totaling approximately

$14.1 million and $16.9 million were outstanding on January 30 2010 and January 31 2009 respectively

The stand-by letters of credit are set to expire primarily during the fourth quarter of Fiscal 2010 To date no

beneficiary has drawn upon the stand-by letters of credit

OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance sheet arrangements or debt obligations

CONTRACTUAL OBLIGATIONS

As of January 30 2010 the Companys contractual obligations were as follows

Payments Due by Period Thousands

Contractual Obligations Total Less than year 1-3 years 3-5 years More than years

Operating Lease Obligations $2598875 $324280 $606269 $521739 $1146587

Purchase Obligations 79767 79767

Other Obligations 119540 85292 15257 3748 15243

Totals $2798182 $489339 $621526 $525487 $1161830

Operating lease obligations consist primarily of future minimum lease commitments related to store

operating leases See Note Leased Facilities and Commitments of the Notes to Consolidated Financial

Statements for further discussion Operating lease obligations do not include common area maintenance

CAM insurance marketing or tax payments for which the Company is also obligated Total expense

related to CAM insurance marketing and taxes was $156.6 million in Fiscal 2009 The purchase obligations

category represents purchase orders for merchandise to be delivered during Spring 2010 and commitments for

fabric expected to be used during upcoming seasons Other obligations are primarily letters of credit

outstanding as of January 30 2010 lease termination costs related to the closure of RUEHL branded stores

construction debt capital leases asset retirement obligations and information technology contracts for Fiscal

2010 See Note 12 LongTerm Debt of the Notes to Consolidated Financial Statements for further

discussion on the letters of credit

The obligations in the table above do not include the payment of principal with respect to the outstanding

long-term debt of $50.9 million under the Companys unsecured Amended Credit Agreement as the Company

is unable to estimate the timing of the payment Also the table does not include payments of interest under the

terms of the unsecured Amended Credit Agreement as the Company is unable to determine the amount of

these payments due to the variable interest rate and timing of the principal payment The interest rate at

January 30 2010 was 2.6% The payment of the $50.9 million in principal outstanding and the related interest

would not extend beyond April 12 2013 the expiration date of the unsecured Amended Credit Agreement

Unrecognized tax benefits at January 30 2010 of $29.4 million are also excluded Additionally the table

above does not include estimated future retirement payments under the Chief Executive Officer Supplemental

Executive Retirement Plan the SERP for the Companys Chief Executive Officer with present value of

$10.5 million at January 302010 See Note 15 Retirement Benefits of the Notes to Consolidated Financial

Statements and the description of the SERP in the text under the caption EXECUTIVE OFFICER

COMPENSATION in AFs definitive Proxy Statement for the Annual Meeting of Stockholders to be
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2010 and January 31 2009 respectively

Store Activity

January 31 2009

New

Remodels/Conversions net activity

Closed

January 30 2010

Gross Square Feet thousands

January 31 2009

New

Remodels/Conversions net activity

Closed

January 30 2010

Average Store Size

Store Activity

February 2008

New

Remodels/Conversions net activity

Closed

January 31 2009

Gross Square Feet thousands

February 2008

New

Remodels/Conversions net activity

Closed

January 31 2009

Average Store Size

Total

1097

23

______
24

16 1096

7760

256

_____ 167

______
7847

7160

___________
Total

1013

91

_____ 10

_____
1097

7133

643

54

______
70

______
7760

7074

held on June 2010 incorporated by reference in ITEM 11 EXECUTIVE COMPENSATION of this

Annual Report on Form 10-K

Store count and gross square footage by brand were as follows for the fifty-two weeks ended January 30

Abercrombie Fitch abercrombie kids Hollister Gilly Hicks

356 212 515 14

14

12

346 209 525

3164 976 3474 146

49 40 152 15

103 37 27

3110 979 3597 161

8988 4684 6851 10063

Abercrombie Fitch abercrombie kids Hollister Gully Hicks

359 201 450

12 66 11

356 212 515 14

3167 917 3015 34

26 59 446 112

28 19

57

3164 976 3474 146

8888 4604 6746 10429
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CAPITAL EXPENDITURES

Capital expenditures totaled $175.5 million $367.6 million and $403.3 million for Fiscal 2009 Fiscal

2008 and Fiscal 2007 respectively summary of capital expenditures for the last three fiscal years is as

follows

Capital Expenditures
2009 2008 2007

In millions

New Store Construction Store Refreshes and Remodels $137.0 $286.4 $252.8

Home Office Distribution Centers and Information Technology 38.5 81.2 150.5

Total Capital Expenditures $175.5 $367.6 $403.3

During Fiscal 2010 based on expected store openings the Company anticipates capital expenditures

between approximately $250 million and $260 million Approximately $215 to $225 million of this amount is

allocated to new store construction full store remodels and store refreshes The Company is planning

approximately $35 million in capital expenditures at the home office related to information technology

distribution center and other home office projects

During Fiscal 2010 the Company plans to open Abercrombie Fitch flagship stores in Copenhagen

Denmark and Fukuoka Japan and Hollister Epic store on Fifth Avenue in New York Additionally the

Company plans to open one Abercrombie Fitch mall-based store three Hollister stores two Gilly Hicks

stores and number of outlet stores in the United States The Company also plans to open approximately 30

international Hollister mall-based stores in Fiscal 2010 including locations in two or more new countries

CLOSURE OF RUEHL BRANDED STORES AND RELATED DIRECT-TO-CONSUMER

OPERATIONS

On June 16 2009 AFs Board of Directors approved the closure of the Companys 29 RUEHL branded

stores and related direct-to-consumer operations The determination to take this action was based on

comprehensive review and evaluation of the performance of RUEHL branded stores and related

direct-to-consumer operations as well as the related real estate portfolio The Company completed the

closure of the RUEHL branded stores and related direct-to-consumer operations during the fourth quarter of

Fiscal 2009 Accordingly the results of operations of RUEHL are reflected in Net Loss from Discontinued

Operations for all periods presented on the Consolidated Statements of Operations and Comprehensive

Income

Costs associated with exit or disposal activities are recorded when the liability is incurred The Company

expects to make gross cash payments of approximately $29.5 million in Fiscal 2010 and an aggregate of

$19.2 million in fiscal years thereafter related primarily to lease termination agreements associated with the

closure of RUEHL branded stores
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Below is roll forward of the present value of liabilities recognized on the Consolidated Balance Sheet

as of January 30 2010 related to the closure of the RUEHL branded stores and related direct-to-consumer

operations in thousands

Fifty-Two

Weeks Ended

January 30 2010

Beginning Balance

Cash Charges 68363

Interest Accretion 358

Cash Payments 22635

Ending Balancel 46086

Ending balance primarily reflects the net present value of obligations due under signed lease termination

agreements and obligations due under lease for which no agreement exists less estimated sublease

income As of January 302010 there were $29.6 million of lease termination charges and $0.1 million of

severance charges recorded as current liability in Accrued Expenses and $16.4 million of lease

termination charges recorded as long-term liability in Other Liabilities on the Consolidated Balance

Sheet

Below is summary of charges related to the closure of the RUEHL branded stores and related

direct-to-consumer operations in thousands

Fifty-Two

Weeks Ended

January 30 2010

Asset Impairmentsl 51536

Lease Terminations net2 53916

Severance and Other3 2189

Total Charges $107641

Asset impairment charges primarily related to store furniture fixtures and leasehold improvements

Lease terminations reflect the net present value of obligations due under signed lease termination

agreements and obligations due under lease for which no agreement exists less estimated sublease

income The charges are presented net of the reversal of non-cash credits

Severance and other reflects charges primarily related to severance and merchandise and store supply

inventory
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The table below presents the significant components of RUEHLs results included in Net Loss from

Discontinued Operations on the Consolidated Statements of Operations and Comprehensive Income for fiscal

years ended January 30 2010 January 31 2009 and February 2008

2009 2008 2007

NET SALES 48393 56218 50192

Cost of Goods Sold 22037 25621 26990

GROSS PROFIT 26356 30597 23202

Stores and Distribution Expense 146826 75148 42668

Marketing General and Administrative Expense 8556 14411 18978

Other Operating Income Net 11 86 28

NET LOSS BEFORE INCOME TAXES1 $129016 $58876 $38416

Income Tax Benefit 50316 22962 14982

NET LOSS FROM DISCONTINUED OPERATIONS
NET OF TAX 78699 $35914 $23434

NET LOSS PER SHARE FROM DISCONTINUED
OPERATIONS

BASIC 0.90 0.41 0.27

DILUTED 0.89 0.40 0.26

Includes non-cash pre-tax asset impairment charges of approximately $51.5 million and $22.3 million

during the fifty-two weeks ended January 30 2010 and January 31 2009 respectively and net costs

associated with the closure of the RUEHL business primarily net lease termination costs of approx

imately $53.9 million and severance and other charges of $2.2 million during the fifty-two weeks ended

January 30 2010

CRITICAL ACCOUNTING ESTIMATES

The Companys discussion and analysis of its financial condition and results of operations are based

upon the Companys consolidated financial statements which have been prepared in accordance with

accounting principles generally accepted in the United States of America The preparation of these con
solidated financial statements requires the Company to make estimates and assumptions that affect the

reported amounts of assets liabilities revenues and expenses Since actual results may differ from those

estimates the Company revises its estimates and assumptions as new information becomes available

The Companys significant accounting policies can be found in Note Summary of Signficant

Accounting Policies of the Notes to Consolidated Financial Statements The Company believes the
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Policy

Revenue Recognition

The Company recognizes retail sales at the time

the customer takes possession of the merchandise

The Company reserves for sales returns through

estimates based on historical experience and

various other assumptions that management

believes to be reasonable

The Company sells gift cards in its stores and

through direct-to-consumer operations The

Company accounts for gift cards sold to customers

by recognizing liability at the time of sale The

liability remains on the Companys books until the

earlier of redemption recognized as revenue or

when the Company determines the likelihood of

redemption is remote known as breakage

recognized as other operating income based on

historical redemption patterns

Auction Rate Securities ARS
As result of the market failure and lack of

liquidity in the current ARS market the Company
measured the fair value of its ARS primarily using

discounted cash flow model Certain significant

inputs into the model are unobservable in the

market including the periodic coupon rate adjusted

for the marketability discount market required rate

of return and expected term

Effect if Actual Results Differ from Assumptions

The Company has not made any material changes

in the accounting methodology used to determine

the sales return reserve and revenue recognition for

gift cards over the past three fiscal years

The Company does not expect material changes in

the near term to the underlying assumptions used

to measure the sales return reserve or to measure

the timing and amount of future gift card

redemptions as of January 30 2010 However

changes in these assumptions do occur and should

those changes be significant the Company may be

exposed to gains or losses that could be material

10% change in the sales return rate as of

January 30 2010 would have affected pre-tax

income by approximately $0.7 million in Fiscal

2009

10% change in the assumption of the

redemption pattern for gift cards as of January 30

2010 would have affected pre-tax income by

approximately $0.9 million in Fiscal 2009

The Company has not made any material changes

in the accounting methodology used to determine

the fair value of the ARS

The Company does not expect material changes in

the near term to the underlying assumptions used

to determine the unobservable inputs used to

calculate the fair value of the ARS as of January

30 2010 However changes in these assumptions

do occur and should those changes be significant

the Company may be exposed to gains or losses

that could be material

Assuming all other assumptions disclosed in Note

Fair Value of the Notes to Consolidated

Financial Statements being equal 50 basis point

increase in the market required rate of return will

yield an 18% decrease in impairment and

50 basis point decrease in the market required rate

of return will yield an 18% increase in

impairment

following policies and estimates are most critical to the portrayal of the Companys financial condition and

results of operations
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Effect if Actual Results Differ from Assumptions
Policy

Inventory Valuation

Inventories are principally valued at the lower of

average
cost or market utilizing the retail method

The Company reduces inventory value by

recording valuation reserve that represents

estimated future anticipated selling price decreases

necessary to sell-through the inventory

Additionally as part of inventory valuation an

inventory shrink estimate is made each period that

reduces the value of inventory for lost or stolen

items

Property and Equipment

Long-lived assets primarily comprised of property

and equipment are reviewed periodically for

impairment or whenever events or changes in

circumstances indicate that full recoverability of

net asset balances through future cash flows is in

question

The Companys impairment calculation requires

management to make assumptions and judgments

related to factors used in the evaluation for

impairment including but not limited to

managements expectations for future operations

and projected cash flows

Income Taxes

Income taxes are calculated with the use of the

asset and liability method Deferred tax assets and

liabilities are measured using current enacted tax

rates in effect for the years
in which those

temporary differences are expected to reverse

Inherent in the measurement of deferred balances

are certain judgments and interpretations of enacted

tax law and published guidance with respect to

applicability to the Companys operations

The Company has not made any
material changes

in the accounting methodology used to determine

the shrink reserve or valuation allowance over the

past three fiscal years

The Company does not expect material changes in

the near term to the underlying assumptions used

to determine the shrink reserve or valuation

allowance as of January 30 2010 However

changes in these assumptions do occur and should

those changes be significant they could

significantly impact the ending inventory valuation

at cost as well as the resulting gross margins

An increase or decrease in the inventory shrink

accrual of 10% would have affected pre-tax income

by approximately $0.8 million in Fiscal 2009

An increase or decrease in the valuation allowance

of 10% would have affected pre-tax income by

approximately $1.1 million in Fiscal 2009

The Company has not made any material changes

in the accounting methodology used to determine

impairment loss over the past three fiscal years

The Company does not expect material changes in

the near term to the assumptions underlying its

impairment calculations as of January 30 2010

However changes in these assumptions do occur

and should those changes be significant they

could have material impact on the Companys
determination of whether or not there has been an

impairment

The Companys effective tax rate is also affected by

changes in law the tax jurisdiction of new stores

the level of earnings and the results of tax audits

The Company does not expect material changes in

the judgements and interpretations used to

calculate income taxes as of January 30 2010

However actual results could differ and the

Company may be exposed to gains or losses that

could be material
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Policy

Equity Compensation Expense

The Companys equity compensation expense

related to stock options and stock appreciation

rights is estimated using the Black-Scholes option-

pricing model to determine the fair value of the

stock option and stock appreciation right grants

which requires the Company to estimate the

expected term of the stock option and stock

appreciation right grants and expected future stock

price volatility over the expected term

Supplemental Executive Retirement Plan

Effective February 2003 the Company
established Chief Executive Officer

Supplemental Executive Retirement Plan the

SERP to provide additional retirement income

to its Chairman and Chief Executive Officer

CEO Subject to service requirements the CEO
will receive monthly benefit equal to 50% of his

final
average compensation as defined in the

SERP for life The final average compensation
used for the calculation is based on actual

compensation base salary and cash incentive

compensation for the past three fiscal years

The Companys accrual for the SERP requires

management to make assumptions and judgments

related to the CEOs final
average compensation

life expectancy and discount rate

Effect if Actual Results Differ from Assumptions

The Company does not expect material changes in

the near term to the underlying assumptions used

to calculate equity compensation expense for the

fifty-two weeks ended January 30 2010 However

changes in these assumptions do occur and should

those changes be significant they could have

material impact on the Companys equity

compensation expense

10% increase in term would yield 4% increase

in the Black-Scholes valuation for stock options

and stock appreciation rights while 10%
increase in volatility would yield 9% increase in

the Black-Scholes valuation for stock options and

10% increase for stock appreciation rights

The Company does not expect material changes in

the near term to the underlying assumptions used

to determine the accrual for the SERP as of

January 30 2010 However changes in these

assumptions do occur and should those changes

be significant the Company may be exposed to

gains or losses that could be material

10% increase in final average compensation as

of January 30 2010 would increase the SERP
accrual by approximately $1.0 million 50 basis

point increase in the discount rate as of January

30 2010 would decrease the SERP accrual by

approximately $0.3 million
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ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Investment Securities

The Company maintains its cash equivalents in financial instruments primarily money market funds

with original maturities of 90 days or less The Company also holds investments in investment grade auction

rate securities ARS that have maturities ranging from 17 to 33 years
The par and fair values and related

cumulative impairment charges for the Companys marketable securities as of January 30 2010 were as

follows

Par Temporary Other-Than-Temporary- Fair

Value Impairment Impairment OTTI Value

In thousands

Trading securities

Auction rate securities

UBS student loan

backed 22100 $2051 20049

Auction rate securities

UBS municipal authority

bonds 15000 2693 12307

Total trading securities 37100 4744 32356

Available-for-sale securities

Auction rate securities

student loan backed 128099 9709 118390

Auction rate securities

municipal authority bonds 28575 5171 23404

Total available-for-sale

securities 156674 14880 141794

Total $193774 $14880 $4744 $174150

As of January 30 2010 approximately 70% of the Companys ARS were AAA rated and approx

imately 14% of the Companys ARS were AA or rated with the remaining ARS having an or

BBB rating in each case as rated by one or more of the major credit rating agencies The ratings take into

account insurance policies guaranteeing both the principal and accrued interest Each investment in student

loans is insured by the U.S government under the Federal Family Education Loan Program private

insurer or combination of both The percentage coverage
of the outstanding principal and interest of the

ARS varies by security The credit ratings may change over time and would be an indicator of the default risk

associated with the ARS and could have material effect on the value of the ARS If the Company expects
that

it will not recover the entire cost basis of the available-for-sale ARS intends to sell the available-for-sale ARS

or it becomes more than likely that the Company will be required to sell the available-for-sale ARS before

recovery of their cost basis which may be at maturity the Company may be required to record an other-than

temporary impairment or additional temporary impairment to write down the assets fair value As of

January 30 2010 the Company did not incur any credit losses on available-for-sale ARS Furthermore as of

January 30 2010 the issuers continued to perform under the obligations including making scheduled interest

payments and the Company expects that this will continue going forward
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On November 13 2008 the Company entered into an agreement with UBS relating to ARS with par

value of $76.5 million of which $37.1 million at par value are still held as of January 30 2010 By entering

into the agreement UBS received the right to purchase the UBS ARS at par at any time commencing on

November 13 2008 and the Company received the right to sell Put Option the UBS ARS back to UBS at

par commencing on June 302010 The UBS ARS were classified as trading securities as of January 30 2010

and any future gains and losses related to changes in fair value will be recorded in the Consolidated Statement

of Operations and Comprehensive Income in the period incurred Furthermore as the Company has the right

to sell the UBS ARS back to UBS on June 30 2010 the Company classified the UBS ARS as current asset as

of January 30 2010 During the fifty-two weeks ended January 30 2010 due to redemptions and changes in

estimates of fair value the Company recognized net reduction of the other-than-temporary impairment of

$9.2 million related to the UBS ARS which was partially offset by corresponding realized loss of

$7.7 million related to the Put Option The fair value of the Put Option as of January 30 2010 was

$4.6 million and was recorded as an asset within Other Current Assets on the Consolidated Balance Sheet

The Company is subject to counter-party risk related to the agreement with UBS

The irrevocable rabbi trust the Rabbi Trust is intended to be used as source of funds to match

respective funding obligations to participants in the Abercrombie Fitch Co Nonqualified Savings and

Supplemental Retirement Plan the Abercrombie Fitch Co Nonqualified Savings and Supplemental

Retirement Plan II and the Chief Executive Officer Supplemental Executive Retirement Plan As of

January 30 2010 total assets held in the Rabbi Trust were $71.2 million which included $18.5 million

of available-for-sale municipal notes and bonds with maturities that ranged from two to four years trust-

owned life insurance policies with cash surrender value of $51.4 million and $1.3 million held in money
market funds The Rabbi Trust assets are consolidated and recorded at fair value with the exception of the

trust-owned life insurance policies which are recorded at cash surrender value in Other Assets on the

Consolidated Balance Sheet and are restricted as to their use as noted above Net unrealized gains or losses

related to the available-for-sale securities held in the Rabbi Trust were not material for the fifty-two week

periods ended January 30 2010 and January 31 2009 respectively The change in cash surrender value of the

trust-owned life insurance policies held in the Rabbi Trust resulted in realized gain of $5.3 million and

realized loss of $3.6 million for the fifty-two weeks ended January 30 2010 and January 31 2009

respectively

Interest Rate Risks

As of January 30 2010 the Company had $50.9 million in long-term debt outstanding under the

unsecured Amended Credit Agreement This borrowing and any future borrowings will bear interest at

negotiated rates and would be subject to interest rate risk The unsecured Amended Credit Agreement has

several borrowing options including interest rates that are based on Base Rate plus margin based on

Leverage Ratio payable quarterly ii an Adjusted Eurodollar Rate as defined in the unsecured Amended

Credit Agreement plus margin based on Leverage Ratio payable at the end of the applicable interest

period for the borrowing or iii an Adjusted Foreign Currency Rate as defined in the Amended Credit

Agreement plus margin based on the Coverage Ratio payable at the end of the applicable interest period for

the borrowing and for interest periods in excess of three months on the date that is three months after the

commencement of the interest period The Base Rate represents rate per annum equal to the higher of

PNC Banks then publicly announced prime rate or the Federal Funds Effective Rate as defined in the

unsecured Amended Credit Agreement as then in effect plus 1/2 of 1.0% The average interest rate was 2.0%

for the fifty-two week period ended January 302010 Additionally as of January 30 2010 the Company had

$299.1 million available less outstanding letters of credit under its unsecured Amended Credit Agreement
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Assuming no changes in the Companys financial structure as it stood at January 30 2010 if the average

market interest rates increased 100 basis points over the fifty-two week period for Fiscal 2010 compared to the

interest rates incurred during the fifty-two week period ended January 30 2010 there would be an immaterial

change in interest expense This amount was determined by calculating the effect of the average hypothetical

interest rate increase on the Companys variable rate unsecured Amended Credit Agreement This hypo

thetical increase in interest rate for the fifty-two week period ended January 29 2011 may be different from

the actual increase in interest expense due to varying interest rate reset dates under the Companys unsecured

Amended Credit Agreement

Foreign Exchange Rate Risk

The Company has exposure to changes in currency exchange rates associated with foreign currency

transactions including inter-company transactions and foreign denominated assets and liabilities Such

foreign currency transactions are denominated in Euros Canadian Dollars Japanese Yen Danish Krones

Swiss Francs Hong Kong Dollars and British Pounds The Company has established program that primarily

utilizes foreign currency forward contracts to partially offset the risks associated with the effects of certain

foreign currency exposures Under this program increases or decreases in foreign currency exposures are

partially offset by gains or losses on forward contracts to mitigate the impact of foreign currency gains or

losses The Company does not use forward contracts to engage in currency speculation All outstanding

foreign currency forward contracts are recorded at fair value at the end of each fiscal period
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ITEM FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

ABERCROMBIE FITCH CO

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

2009 2008 2007

Thousands except per share amounts

NET SALES $2928626 $3484058 $3699656

Cost of Goods Sold 1045028 1152963 1211490

GROSS PROFIT 1883598 2.331095 2488.166

Stores and Distribution Expense 1425950 1436363 1344178

lvlarKetng ueneraj ôc juministrative txpense ijiL09 UDLf io.iau

Other Operating Income Net 13533 8778 11702

OPERATING INCOME 117912 498262 778.909

Interest Income Net 1598 11382 18827

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 119510 509644 797737

Income Tax Expense from Continuing Operations 40557 201475 298610

NET INCOME FROM CONTINUING OPERATIONS 78953 308169 499127

NET LOSS FROM DISCONTINUED OPERATIONS net of taxes 78699 35914 23430

NET INCOME 254 272255 475697

NET INCOME PER SHARE FROM CONTINUING OPERATIONS

BASIC 0.90 3.55 5.72

DILUTED 0.89 3.45 5.45

NET LOSS PER SHARE FROM DISCONTINUED OPERATIONS

BASIC 0.90 0.41 0.27

DILUTED 0.89 0.40 0.26

NET INCOME PER SHARE

BASIC 0.00 3.14 5.45

DILUTED 0.00 3.05 5.20

WEIGHTED-AVERAGE SHARES OUTSTANDING

BASIC 87874 86816 87248

DILUTED 88609 89291 91523

DIVIDENDS DECLARED PER SHARE 0.70 0.70 0.70

OTHER COMPREHENSIVE INCOME

Foreign Currency Translation Adjustments 5942 13173 7328

Unrealized Gains Losses on Marketable Securities net of taxes of $4826 $10312

and $584 for Fiscal 2009 Fiscal 2008 and Fiscal 2007 respectively 8217 17518 912

Unrealized Loss Gain on Derivative Financial Instruments net of taxes of $265

$621 and $82 for Fiscal 2009 Fiscal 2008 and Fiscal 2007 respectively 451 892 128

Other Comprehensive Income Loss 13708 29799 8112

COMPREHENSIVE INCOME 13962 242456 483809

The accompanying Notes are an integral part of these Consolidated Financial Statements
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ABERCROMBIE FITCH CO

CONSOLIDATED BALANCE SHEETS

January 30 January 31
2010 2009

Thousands except share

amounts

ASSETS

CURRENT ASSETS

Cash and Equivalents 680113 522122

Marketable Securities 32356

Receivables 90865 53110

Inventories 310645 372422

Deferred Income Taxes 44570 43408

Other Current Assets 77297 80948

TOTAL CURRENT ASSETS 1235846 1072010

PROPERTY AND EQUIPMENT NET 1244019 1398655

NON-CURRENT MARKETABLE SECURITIES 141794 229081

OTHER ASSETS 200207 148435

TOTAL ASSETS $2821866 $2848181

LIABILITIES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES

Accounts Payable 110212 92814

Outstanding Checks 39922 56939

Accrued Expenses 246289 241231

Deferred Lease Credits 43597 42358

Income Taxes Payable 9352 16455

TOTAL CURRENT LIABILITIES 449372 449797

LONG-TERM LIABILITIES

Deferred Income Taxes 47142 34085

Deferred Lease Credits 212052 211978

Long-term Debt 71213 100000

Other Liabilities 214170 206743

TOTAL LONG-TERM LIABILITIES 544577 552806

SHAREHOLDERS EQUITY
Class Common Stock .-.-- $01 par value 150000000 shares authorized and

103300000 shares issued at January 30 2010 and January 31 2009

respectively 1033 1033

Paid-In Capital 339453 328488

Retained Earnings 2183690 2244936

Accumulated Other Comprehensive Loss net of tax 8973 22681

Treasury Stock at Average Cost 15314481 and 15664385 shares at January 30

2010 and January 31 2009 respectively 687286 706198

TOTAL SHAREHOLDERS EQUITY 1827917 1845578

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $2821866 $2848181

The accompanying Notes are an integral part of these Consolidated Financial Statements
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Thousands

Balaue February 2007

FIN 48 impact

Net Income

Purchase of Treasury Stock

Dividends $0.70
per share

Share-based Compensation issuances and Exercises

Tax Benefit from Share-based
Compensation

Issuances and

Exercises

Share-based Compensation Expense

Unrealized Gains on Marketable Securities

Net Change in Unrealized Gains or Losses on Derivative

Financial Instruments

Foreign Currency Translation Adjustments

Balance February 2008

Net Income

Purchase of Treasury Stock

Dividends $0.70 per share

Share-based Compensation Issuances and Exercises

Tax Benefit from Share-based Compensation Issuances and

Exercises

Share-based Compensation Expense

Unrealized Losses on Marketable Securities

Net Change in Unrealized Gains or Losses on Derivative

Financial Instruments

Foreign Currency Translation Adjustments

Balatce January 31 2009

Net Income

Purchase of Treasury Stock

Dividends $0.70 per share

Share-based
Compensation Issuances and Exercises

Tax Deficiency from Share-based Compensation Issuances

and Exercises

Share-based Compensation Expense

Unrealized Gains on Marketable Securities

Net Change in Unrealized Gains or Losses on Derivative

Financial Instruments

Foreign Currency Translation Adjustments

Balance January 30 2010 87986 $1033

Other
Treasury Stock

Total

Paid-In Retained Comprehensive At Average Shareholders

Capital Earnings Loss Income Shares Cost Equity

$1405297

2786

475697

287916

61330

32469

17600

31170

912 912

128

________ _________
7328

________
$1618313

272255

50000

60769

36697

16839

42042

17518

892

13173

_______
15664 $706198 $1845578

254

61500

350 18912 778

5454

36109

8217 8217

451 451

5942 5942

$339453 $2183690 $8973 15314 $687286 $1827917

The accompanying Notes are an integral part of these Consolidated Financial Statements

Common Stock

Shares

Outstanding Par Value

88300 $1033 $289732 $1646290 994 15000 $530764

2786

475697

3654 3654 287916

61330

1.513 1905 6408 1513 57928

17600

31170

$1033
________

128

7328

$319451 $2051463 $7118

272255

60769

49844 18013

17141 5760752

682 50000

2159 104554

86159

682

2159

87636

350

16839

42042

17518

892

13173

$328488 $2244936 $22681

254

61500

19690

$1033

5454

36109
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CONSOLIDATED STATEMENTS OF CASH FLOWS

2009 2008 2007

Thousands

OPERATING ACTIVITIES
Net Income 254 272255 475697

Impact of Other Operating Activities on Cash Flows

Depreciation and Amortization 238752 225334 183716

Non-Cash Charge for Asset Impairment 84754 30574 2312

Amortization of Deferred Lease Credits 47182 43194 37418
Share-Based Compensation 36109 42042 31170

Tax Deficiency Benefit from Share-Based

Compensation 5454 16839 17600

Excess Tax Benefit from Share-Based Compensation 5791 14205
Deferred Taxes 7605 14005 1342

Loss on Disposal Write-off of Assets 10646 7607 7205

Lessor Construction Allowances 47329 55415 43391

Changes in Assets and Liabilities

Inventories 62720 40521 87657

Accounts Payable and Accrued Expenses 39394 23875 22375

Income Taxes Payable 7386 55565 13922
Other Assets and Liabilities 65341 4289 10604

NET CASH PROVIDED BY OPERATING ACTIVITIES 402200 490836 817524

INVESTING ACTIVITIES

Capital Expenditures 175472 367602 403345
Purchases of Marketable Securities 49411 1444736
Proceeds from Sales of Marketable Securities 77450 308673 1362911
Purchases of Trust-Owned Life Insurance Policies 13539 4877 15000

NET CASH USED FOR INVESTING ACTIVITIES 111561 113217 500170

FINANCING ACTIVITIES
Proceeds from Borrowings under Credit Agreement 48056 100000

Repayment of Borrowings under Credit Agreement 100000
Dividends Paid 61500 60769 61330
Proceeds from Share-Based Compensation 2048 55194 38750

Excess Tax Benefit from Share-Based Compensation 5791 14205

Purchase of Treasury Stock 50000 287916

Change in Outstanding Checks and Other 24654 19747 13536

NET CASH USED FOR PROVIDED BY FINANCING

ACTIVITIES 136050 30469 282755

EFFECT OF EXCHANGE RATES ON CASH 3402 4010 1486

NET INCREASE IN CASH AND EQUIVALENTS 157991 404078 36085

Cash and Equivalents Beginning of Year 522122 118044 81959

CASH AND EQUIVALENTS END OF YEAR 680113 522122 118044

SIGNIFICANT NON-CASH INVESTING ACTIVITIES

Change in Accrual for Construction in Progress 21882 27913 8791

The accompanying Notes are an integral part of these Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PRESENTATION

Abercrombie Fitch Co AF through its wholly-owned subsidiaries collectively AF and its

wholly-owned subsidiaries are referred to as Abercrombie Fitch or the Company is specialty retailer

of high-quality casual apparel for men women and kids with an active youthful lifestyle

The accompanying consolidated financial statements include the historical financial statements of and

transactions applicable to the Company and reflect its assets liabilities results of operations and cash flows

On June 16 2009 AFs Board of Directors approved the closure of the Companys 29 RUEHL branded

stores and related direct-to-consumer operations The determination to take this action was based on

comprehensive review and evaluation of the performance of the RUEHL branded stores and related

direct-to-consumer operations as well as the related real estate portfolio The Company completed the

closure of the RUEHL branded stores and related direct-to-consumer operations during the fourth quarter of

Fiscal 2009 Accordingly the results of operations of RUEHL are reflected in Net Loss from Discontinued

Operations for all periods presented on the Consolidated Statements of Operations and Comprehensive

Income

FISCAL YEAR

The Companys fiscal year ends on the Saturday closest to January 31 typically resulting in fifty-two

week year but occasionally giving rise to an additional week resulting in fifty-three week
year

Fiscal
years

are designated in the consolidated financial statements and notes by the calendar
year in which the fiscal year

commences All references herein to Fiscal 2009 represent the results of the 52-week fiscal year ended

January 30 2010 to Fiscal 2008 represent the results of the 52-week fiscal year ended January 31 2009

and to Fiscal 2007 represent the results of the 52-week fiscal year ended February 2008 In addition all

references herein to Fiscal 2010 represent the 52-week fiscal year that will end on January 29 2011

RECLASSIFICATIONS

Certain prior period amounts have been reclassified to conform to the current year presentation

SEGMENT REPORTING

The Company determines its operating segments on the same basis that it uses to evaluate performance

internally The operating segments identified by the Company are Abercrombie Fitch abercrombie kids

Hollister and Gilly Hicks The operating segments have been aggregated and are reported as one reportable

segment because they have similareconomic characteristics and meet the required aggregation criteria The

Company believes its operating segments may be aggregated for financial reporting purposes because they

are similar in each of the following areas class of consumer economic characteristics nature of products

nature of production processes and distribution methods
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Geographic Information

Financial information relating to the Companys operations by geographic area is as follows

Net Sales

Net sales includes net merchandise sales through stores and direct-to-consumer operations including

shipping and handling revenue Net sales are reported by geographic area based on the location of the

customer

Fifty-Two Weeks Ended

January 30 January 31
2010 2009

In thousands

United States $2566118 $3219624

International 362508 264434

Total $2928626 $3484058

Long-Lived Assets

January 30 January 31
2010 2009

In thousands

United States $1137844 $1371734

International 194461 80341

Total $1332305 $1452075

Long-lived assets included in the table above include primarily property and equipment net store

supplies and lease deposits

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of AF and its subsidiaries All intercom

pany balances and transactions have been eliminated in consolidation

CASH AND EQUIVALENTS

Cash and equivalents include amounts on deposit with financial institutions and investments primarily

held in money market accounts with original maturities of less than 90 days Outstanding checks are

classified as current liabilities in the Consolidated Balance Sheets and changes in outstanding checks are

reported in financing activities on the Consolidated Statements of Cash Flows
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IN VESTMENTS

See Note Cash and Equivalents and Investments

RECEIVABLES

Receivables include credit card receivables construction allowances value added tax VAT receiv

ables and other tax receivable balances

nirt nf th nnrrnd nllrc.p nf hiinc th Cmrn hc thr tr fn -lc r.f
.---....-- .._

transactions outstanding with its third-party credit card vendors at any point The Company classifies these

outstanding balances as credit card receivables Construction allowances are recorded for certain store lease

agreements for improvements completed by the Company VAT receivables are payments the Company has

made on purchases of goods and services that will be recovered as sales are made to customers

INVENTORIES

Inventories are principally valued at the lower of average cost or market utilizing the retail method The

Company determines market value as the anticipated future selling price of merchandise less normal

margin An initial markup is applied to inventory at cost in order to establish cost-to-retail ratio Permanent

markdowns when taken reduce both the retail and cost components of inventory on hand so as to maintain

the already established cost-to-retail relationship At first and third fiscal quarter end the Company reduces

inventory value by recording valuation reserve that represents the estimated future anticipated selling price

decreases necessary to sell-through the current season inventory At second and fourth fiscal quarter end the

Company reduces inventory value by recording valuation reserve that represents the estimated future selling

price decreases necessary to sell-through any remaining carryover inventory from the season then ending The

valuation reserve was $11.4 million $9.1 million and $5.4 million at January 30 2010 January 31 2009 and

February 2008 respectively

Additionally as part of inventory valuation inventory shrinkage estimates based on historical trends

from actual physical inventories are made each period that reduce the inventory value for lost or stolen items

The Company performs physical inventories on periodic basis and adjusts the shrink reserve accordingly

The shrink reserve was $8.1 million $10.8 million and $11.5 million at January 30 2010 January 31 2009

and February 2008 respectively

STORE SUPPLIES

Store supplies include in-store supplies and packaging as well as replenishment inventory held on the

Companys behalf by third party The initial inventory of supplies for new stores including but not limited

to hangers frames security tags and point-of-sale supplies are capitalized at the store opening date In lieu of

amortizing the initial balances over their estimated useful lives the Company expenses all subsequent

replacements and adjusts the initial balance as appropriate for changes in store quantities or replacement

cost The Company believes this policy approximates the expense that would have been recognized under

accounting principles generally accepted in the United States of America GAAP Packaging and

consumable store supplies are expensed as used Current store supplies including packaging and consumable
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store supplies held at third party replenishment center were $11.1 million and $19.7 million at January 30

2010 and January 31 2009 respectively and were classified as Other Current Assets on the Consolidated

Balance Sheets Non-current store supplies were $32.4 million and $35.7 million at January 30 2010 and

January 31 2009 respectively and were classified as Other Assets on the Consolidated Balance Sheets

PROPERTY AND EQUIPMENT

Depreciation and amortization of property and equipment are computed for financial reporting purposes

on straight-line basis using service lives ranging principally from 30 years for buildings the lesser of the

useful life of the asset which ranges from three to 15 years or the term of the lease for leasehold

improvements the lesser of the useful life of the asset which ranges from three to seven years or the

term of the lease when applicable for information technology and from three to 20 years for other property

and equipment The cost of assets sold or retired and the related accumulated depreciation or amortization are

removed from the accounts with any resulting gain or loss included in net income Maintenance and repairs

are charged to expense as incurred Major remodels and improvements that extend service lives of the assets

are capitalized

Long-lived assets primarily comprised of property and equipment are reviewed periodically for

impairment or whenever events or changes in circumstances indicate that full recoverability of net asset

balances through future cash flows is in question Factors used in the evaluation include but are not limited to

managements plans for future operations recent operating results and projected cash flows During Fiscal

2009 as result of strategic review of the RUEHL business the Company determined that triggering event

occurred As result of that assessment the Company incurred non-cash pre-tax impairment charges of

$51.5 million reported in Net Loss from Discontinued Operations on the Consolidated Statement of

Operations and Comprehensive Income for the fifty-two weeks ended January 30 2010 There was no

remaining fair value of RUEHL long-lived assets as of January 30 2010

In the fourth quarter of Fiscal 2009 as part of the Companys year-end review of assets the Company

incurred non-cash pre-tax impairment charge of $33.2 million reported in Stores and Distribution Expense on

the Consolidated Statement of Operations and Comprehensive Income for the fifty-two weeks ended January 30

2010 The charge was associated with 34 Abercrombie Fitch stores 46 abercrombie kids stores and 19 Hoflister

stores In Fiscal 2008 the Company incurred non-cash pre-tax impairment charge of approximately $8.3 million

related to long-lived assets The charge was associated with 11 Abercrombie Fitch stores six abercrombie kids

stores and three Hollister stores and was reported in Stores and Distribution Expense on the Consolidated

Statement of Operations and Comprehensive Income for the fifty-two weeks ended January 31 2009

The Company also incurred non-cash pre-tax impairment charge of approximately $22.3 million

related to long-lived assets associated with nine RUEHL stores which is reported in Net Loss from

Discontinued Operations on the Consolidated Statement of Operations and Comprehensive Loss for the

fifty-two weeks ended January 31 2009

The Company expenses all internal-use software costs incurred in the preliminary project stage and

capitalizes certain direct costs associated with the development and purchase of internal-use software within

property and equipment Capitalized costs are amortized on straight-line basis over the estimated useful

lives of the software generally not exceeding seven years
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OTHER ASSETS

Other assets include lease deposits assets held in the rabbi trust long-term store supplies pre-paid

foreign income tax and other miscellaneous non-current assets

INCOME TAXES

Income taxes are calculated using the asset and liability method Deferred tax assets and liabilities are

recognized based on the difference between the financial statement carrying amounts of existing assets and

liabilities and their respective tax bases Deferred tax assets and liabilities are measured using current enacted

tax rates in effect for the years
in which those temporary differences are expected to reverse Inherent in the

measurement of deferred balances are certain judgments and interpretations of enacted tax law and published

guidance with respect to applicability to the Companys operations valuation allowance is established

against deferred tax assets when it is more likely than not that some portion or all of the deferred tax assets will

not be realized The Company has recorded valuation allowance against the deferred tax asset arising from

the net operating loss of certain foreign subsidiaries for capital loss carryovers related to sales of securities

and for unrealized losses on certain securities No other valuation allowances have been provided for deferred

tax assets The effective tax rate utilized by the Company reflects managements judgment of expected tax

liabilities within the various tax jurisdictions

See Note 11 Income Taxes for discussion regarding the Companys policies for uncertain tax

positions

FOREIGN CURRENCY TRANSLATION

Some of the Companys international operations use local currencies as the functional currency Assets and

liabilities denominated in foreign currencies were translated into U.S dollars the reporting currency at the

exchange rate prevailing at the balance sheet date Equity accounts denominated in foreign currencies were

translated into U.S dollars at historical exchange rates Revenues and expenses denominated in foreign

currencies were translated into U.S dollars at the monthly average exchange rate for the period Gains and

losses resulting from foreign currency transactions are included in the results of operations whereas related

translation adjustments and inter-company loans of long-term investment nature are reported as an element of

Other Comprehensive Income Gains and losses resulting from foreign currency
transactions included in the

results of operations were immaterial for the fifty-two weeks ended January 30 2010 and January 31 2009

DERIVATIVES

See Note 13 Derivatives for further discussion

CONTINGENCIES

In the normal course of business the Company must make continuing estimates of potential future legal

obligations and liabilities which requires the use of managements judgment on the outcome of various issues

Management may also use outside legal advice to assist in the estimating process However the ultimate outcome

of various legal issues could be different than management estimates and adjustments may be required
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SHAREHOLDERS EQUITY

At January 30 2010 and January 31 2009 there were 150 million shares of AFs $.0l par value

Class Common Stock authorized of which 88.0 million and 87.6 million shares were outstanding at

January 30 2010 and January 31 2009 respectively and 106.4niillion shares of $01 par value Class

Common Stock authorized none of which were outstanding at January 30 2010 and January 31 2009 In

addition 15 million shares of AFs $.0 par value Preferred Stock were authorized none of which have been

issued See Note 17 Preferred Stock Purchase Rights for information about Preferred Stock Purchase

Rights

Holders of Class Common Stock generally have identical rights to holders of Class Common Stock

except holders of Class Common Stock are entitled to one vote per share while holders of Class Common

Stock are entitled to three votes per share on all matters submitted to vote of shareholders

REVENUE RECOGNITION

The Company recognizes retail sales at the time the customer takes possession of the merchandise

Direct-to-consumer sales are recorded based on an estimated date for customer receipt of merchandise

Amounts relating to shipping and handling billed to customers in sale transaction are classified as revenue

and the related direct shipping and handling costs are classified as Stores and Distribution Expense Associate

discounts are classified as reduction of revenue The Company reserves for sales returns through estimates

based on historical experience and various other assumptions that management believes to be reasonable The

sales return reserve was $11.7 million $9.1 million and $10.7 million at January 30 2010 January 31 2009

and February 2008 respectively

The Company sells gift cards in its stores and through direct-to-consumer operations The Company
accounts for gift cards sold to customers by recognizing liability at the time of sale Gift cards sold to

customers do not expire or lose value over periods of inactivity The liability remains on the Companys books

until the earlier of redemption recognized as revenue or when the Company determines the likelihood of

redemption is remote recognized as other operating income The Company determines the probability of the

gift card being redeemed to be remote based on historical redemption patterns At January 30 2010 and

January 31 2009 the gift card liabilities on the Companys Consolidated Balance Sheets were $49.8 million

and $57.5 million respectively

The Company is not required by law to escheat the value of unredeemed gift cards to the states in which it

operates During Fiscal 2009 Fiscal 2008 and Fiscal 2007 the Company recognized other operating income

for adjustments to the gift card liability of $9.0 million $8.2 million and $10.8 million respectively

The Company does not include tax amounts collected as part of the sales transaction in its net sales

results
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COST OF GOODS SOLD

Cost of goods sold is primarily comprised of the following cost of merchandise markdowns inventory

shrink valuation reserves and freight expenses

STORES AND DISTRIBUTION EXPENSE

Stores and distribution expense includes store payroll store management rent utilities and other

landlord expenses depreciation and amortization repairs and maintenance and other store support functions

as well as Direct-to-Consumer and Distribution Center DC expenses

MARKETING GENERAL ADMINISTRATIVE EXPENSE

Marketing general and administrative expense includes photography and media ads store marketing home

office payroll except for those departments included in stores and distribution expense information technology

outside services such as legal and consulting relocation as well as recruiting samples and travel expenses

OTHER OPERATING INCOME NET

Other operating income consists primarily of income related to gift card balances whose likelihood of

redemption has been determined to be remote gains and losses on foreign currency transactions and the net

impact of the change in valuation on other-than-temporary gains and losses on auction rate securities and

changes in the value of the UBS Put Option See Note Cash and Equivalents and Investments

WEBSITE AND ADVERTISING COSTS

Website costs including photography mail list expense and other production and miscellaneous

expenses are expensed as incurred as component of Stores and Distribution Expense on the Consolidated

Statements of Operations and Comprehensive Income Fiscal 2007 also included costs related to catalogue

production and mailing costs of catalogues Advertising costs consist of in-store photographs and advertising

in selected national publications and billboards and are expensed as incurred as component of Marketing

General and Administrative Expense on the Consolidated Statements of Operations and Comprehensive

Income Direct-to-consumer and advertising costs including photo shoot costs amounted to $17.7 million

$28.7 million and $31.3 million in Fiscal 2009 Fiscal 2008 and Fiscal 2007 respectively

LEASES

The Company leases property for its stores under operating leases Most lease agreements contain

construction allowances rent escalation clauses and/or contingent rent provisions

For construction allowances the Company records deferred lease credit on the Consolidated Balance

Sheets and amortizes the deferred lease credit as reduction of rent expense on the Consolidated Statements

of Operations and Comprehensive Income over the terms of the leases For scheduled rent escalation clauses

during the lease terms the Company records minimum rental expenses on straight-line basis over the terms

of the leases on the Consolidated Statements of Operations and Comprehensive Income The term of the lease

over which the Company amortizes construction allowances and minimum rental expenses on straight-line
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basis begins on the date of initial possession which is generally when the Company enters the space and

begins to make improvements in preparation for intended use

Certain leases provide for contingent rents which are determined as percentage of gross sales The

Company records contingent rent liability in accrued expenses on the Consolidated Balance Sheets and the

corresponding rent expense on the Consolidated Statements of Operations and Comprehensive Income when

management determines that achieving the specified levels during the fiscal year is probable

Under U.S generally accepted accounting principles the Company is considered to be the owner of

certain store locations primarily related to flagships in which the Company is deemed to be involved in

structural construction and has substantially all of the risks of ownership during construction of the leased

property Accordingly the Company records construction-in-progress asset which is included in Property

and Equipment Net and related lease financing obligation which is included in Long-Term Debt on the

Consolidated Balance Sheets Once construction is complete the Company determines if the asset qualifies

for sale-leaseback accounting treatment If the arrangement does not qualify for sale lease-back treatment the

Company continues to amortize the obligation over the lease term and depreciates the asset over its useful life

STORE PRE-OPENING EXPENSES

Pre-opening expenses related to new store openings are charged to operations as incurred

DESIGN AND DEVELOPMENT COSTS

Costs to design and develop the Companys merchandise are expensed as incurred and are reflected as

component of Marketing General and Administrative Expense

NET INCOME PER SHARE

Net income per basic share is computed based on the weighted-average number of outstanding shares of

Class Common Stock Common Stock Net income
per diluted share includes the weighted-average

effect of dilutive stock options stock appreciation rights and restricted stock units

Weighted-Average Shares Outstanding and Anti-dilutive Shares in thousands

2009 2008 2007

Shares of Common Stock issued 103300 103300 103300

Treasury shares 15426 16484 16052

Weighted-Average basic shares 87874 86816 87248

Dilutive effect of stock options stock appreciation rights and

restricted stock units 735 2475 4275

Weighted-Average diluted shares 88609 89291 91523

Anti-dilutive sharesl 6698 3746 404

Reflects the number of stock options stock appreciation rights and restricted stock units oustanding but is

excluded from the computation of net income per diluted share because the impact would be anti-dilutive
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SHARE-BASED COMPENSATION

See Note Share-Based Compensation

USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL STATEMENTS

The preparation of financial statements in accordance with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities as of the date of the financial statements and the reported amounts of revenues and expenses during

the reporting period Since actual results may differ from those estimates the Company revises its estimates

and assumptions as new information becomes available

SHARE-BASED COMPENSATION

Financial Statement Impact

The Company recognized share-based compensation expense including expense
for RUEHL associates

of $36.1 million $42.0 million and $31.2 million for the fifty-two week periods ended January 30 2010

January 31 2009 and February 22008 respectively The Company also recognized $12.8 million $15.4 million

and $11.5 million in tax benefits related to share-based compensation including benefit for RUEHL associates

for the fifty-two week periods ended January 30 2010 January 31 2009 and February 2008 respectively

deferred tax asset is recorded on the compensation expense required to be accrued under the

accounting rules current income tax deduction arises at the time the restricted stock unit vests or stock

option/stock appreciation right is exercised In the event the current income tax deduction is greater or less

than the associated deferred tax asset the difference is required under the accounting rules to be charged first

to the windfall tax benefit account In the event there is not balance in the windfall tax benefit account

the shortfall is charged to tax expense The amount of the Companys windfall tax benefit account which is

recorded as component of additional paid in capital was approximately $86.0 million as of January 30

2010 Based upon outstanding awards the windfall tax benefit account is sufficient to fully absorb any

shortfall which may develop

Additionally during Fiscal 2008 the Company recognized $9.9 million of non-deductible tax expense as

result of the execution of the Chairman and Chief Executive Officers new employment agreement on

December 19 2008 which pursuant to Section 162m of the Internal Revenue Code resulted in the exclusion

of previously recognized tax benefits on share-based compensation

Share-based compensation expense is recognized net of estimated forfeitures over the requisite service

period on straight-line basis The Company adjusts share-based compensation expense on quarterly basis

for actual forfeitures and for changes to the estimate of expected award forfeitures based on actual forfeiture

experience The effect of adjusting the forfeiture rate is recognized in the period the forfeiture estimate is

changed The effect of adjustments for forfeitures during the fifty-two week period ended January 30 2010

was $6.7 million The effect of adjustments for forfeitures during the fifty-two week period ended January 31

2009 was immaterial
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AF issues shares of Common Stock for stock option and stock appreciation right exercises and

restricted stock unit vestings from treasury stock As of January 30 2010 AF had sufficient treasury stock

available to settle stock options stock appreciation rights and restricted stock units outstanding without

having to repurchase additional shares of Common Stock Settlement of stock awards in Common Stock also

requires that the Company has sufficient shares available in shareholder-approved plans at the applicable

time

Plans

As of January 30 2010 AF had two primary share-based compensation plans the 2005 Long-Term

Incentive Plan the 2005 LTIP under which AF grants stock options stock appreciation rights and

restricted stock units to associates of the Company and non-associate members of the AF Board of

Directors and the 2007 Long-Term Incentive Plan the 2007 LTIP under which AF grants stock options

stock appreciation rights and restricted stock units to associates of the Company AF also has four other

share-based compensation plans under which it granted stock options and restricted stock units to associates

of the Company and non-associate members of the AF Board of Directors in prior years

The 2007 LTIP shareholder-approved plan permits AF to grant up to 2.0 million shares annually

plus any unused eligibility from prior years of AFs Common Stock to any associate of the Company

eligible to receive awards under the 2007 LTIP The 2005 LTIP shareholder-approved plan permits AFto

grant up to approximately 250000 shares of AFs Common Stock to any associate of the Company other

than Michael Jeifries who is subject to Section 16 of the Securities Exchange Act of 1934 as amended at

the time of the grant In addition any non-associate director of AF is eligible to receive awards under the

2005 LTIP Under both plans stock options stock appreciation rights and restricted stock units vest primarily

over four years for associates Under the 2005 LTIP restricted stock units typically vest over one year for non-

associate directors of AF Stock options have ten-year term and stock appreciation rights have up to ten-

year term subject to forfeiture under the terms of the plans The plans provide for accelerated vesting if there

is change of control as defined in the plans

Fair Value Estimates

The Company estimates the fair value of stock options and stock appreciation rights granted using the

Black-Scholes option-pricing model which requires the Company to estimate the expected term of the stock

options and stock appreciation rights and expected future stock price volatility over the expected term

Estimates of expected terms which represent the expected periods of time the Company believes stock

options and stock appreciation rights will be outstanding are based on historical experience Estimates of

expected future stock price volatility are based on the volatility of AFs Common Stock price for the most

recent historical period equal to the expected term of the stock option or stock appreciation right as

appropriate The Company calculates the volatility as the annualized standard deviation of the differences in

the natural logarithms of the weekly stock closing price adjusted for stock splits and dividends

In the case of restricted stock units the Company calculates the fair value of the restricted stock units

granted as the market price of the underlying Common Stock on the date of grant adjusted for anticipated

dividend payments during the vesting period
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Stock Options

The weighted-average estimated fair values of stock options granted during the fifty-two week periods

ended January 30 2010 January 31 2009 and February 2008 and the weighted-average assumptions used

in calculating such fair values on the date of grant were as follows

Fifty-Two Weeks Ended

January 30 January 31 February
2010 2009 2008

Grant date market price $22.87 $67.63 $74.05

Exercise price $22.87 $67.63 $74.05

Fair value 8.26 $18.03 $22.56

Assumptions

Price volatility 50% 33% 34%

Expected term Years 4.1 4.0 4.0

Risk-free interest rate 1.6% 2.3% 4.5%

Dividend yield 1.7% 1.0% 1.0%

Below is summary of stock option activity for the fifty-two weeks ended January 30 2010

Fifty-Two Weeks Ended January 30 2010

Aggregate Weighted-Average
Number of Weighted-Average Intrinsic Remaining

Stock Options Shares Exercise Price Value Contractual Life

Outstanding at January 31 2009 6675990 $41.70

Granted 4000 22.87

Exercised 79552 24.51

Forfeited or expired 3630577 44.73
___________

Outstanding at January 30 2010 2969861 $38.36 $10644614 3.6

Stock options expected to become

exercisable at January 30 2010 411921 $66.59 685266 7.7

Stock options exercisable at

January 30 2010 2527786 $33.47 9868334 2.9

The total intrinsic value of stock options exercised during the fifty-two week periods ended January 30

2010 January 31 2009 and February 22008 was $0.6 million $40.3 million and $64.2 million respectively

The grant date fair value of stock options vested during the fifty-two week periods ended January 30

2010 January 31 2009 and February 2008 was $5.0 million $5.1 million and $5.1 million respectively

As of January 30 2010 there was $5.0 million of total unrecognized compensation cost net of estimated

forfeitures related to stock options The unrecognized cost is expected to be recognized over weighted

average period of 1.0 years
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Stock Appreciation Rights

The weighted-average estimated fair value of stock appreciation rights granted during the fifty-two week

periods ended January 30 2010 and January 31 2009 as well as the weighted-average assumptions used in

calculating such values on the date of grant were as follows There were no stock appreciation rights granted

in Fiscal 2007

Fifty-Two Weeks Ended Fifty-Two Weeks

January 30 2010
Ended

Executive Officers January 31 2009

Chairman and excluding Chairman Chairman and

Chief Executive and Chief Executive All Other Chief Executive

Officer Officer Associates Officer

Grant date market price $28.42 $25.77 $26.43 $22.84

Exercise price $32.99 $25.77 $26.43 $28.55

Fair value 9.67 $10.06 $10.00 8.06

Assumptions

Price volatility 47% 52% 53% 45%

Expected term Years 5.6 4.5 4.1 6.4

Risk-free interest rate 2.5% 1.6% 1.6% 1.6%

Dividend yield 2.4% 1.7% 1.7% 1.3%

Below is summary of stock appreciation rights activity for the fifty-two weeks ended January 30 2010

Fifty.Two Weeks Ended January 30 2010

Weighted Aggregate Weighted.Average
Number of Average Intrinsic Remaining

Stock Appreciation Rights Shares Exercise Price Value Contractual Life

Outstanding at January 31 2009 1600000 $28.55

Granted 4236367 31.70

Exercised

Forfeited or expired 47500 25.77
__________

Outstanding at January 30 2010 5788867 $30.88 $19853605 6.4

Stock appreciation rights expected to

become exercisable at January 30
2010 5705376 $31.00 $19389978 6.4

Stock appreciation rights exercisable at

January 30 2010
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As of January 30 2010 there was $45.5 million of total unrecognized compensation cost net of

estimated forfeitures related to stock appreciation rights The unrecognized cost is expected to be recognized

over weighted-average period of 1.9 years

Restricted Stock Activity

Below is summary of restricted stock unit activity for the fifty-two weeks ended January 30 2010

Weighted-Average

Number of Grant Date

Restricted Stock Units Shares Fair Value

Non-vested at January 31 2009 1498355 $64.18

Granted 473197 24.29

Vested 411308 64.26

Forfeited 229196 55.94

Non-vested at January 30 2010 1331048 $55.45

The total fair value of restricted stock units granted during the fifty-two week periods ended January 30

2010 January 31 2009 and February 2008 was $11.5 million $51.3 million and $53.9 million

respectively

The total grant date fair value of restricted stock units vested during the fifty-two week periods ended

January 30 2010 January 31 2009 and February 22008 was $26.4 million $54.8 million and $14.2 million

respectively

As of January 30 2010 there was $41.1 million of total unrecognized compensation cost net of

estimated forfeitures related to non-vested restricted stock units The unrecognized cost is expected to be

recognized over weighted-average period of 1.1 years
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CASH AND EQUIVALENTS AND INVESTMENTS

Cash and equivalents and investments consisted of in thousands

January 30 2010 January 31 2009

Cash and equivalents

Cash $196496 $137383

Money market funds 483617 384739

Total cash and equivalents 680113 522122

Marketable securities Current

Trading securities

Auction rate securities UBS student loan backed 20049

Auction rate securities UBS municipal authority

bonds 12307

Total trading securities 32356

Marketable securities Non-Current

Trading securities

Auction rate securities UBS student loan backed 50589

Auction rate securities UBS municipal authority

bonds 11959

Total trading securities 62548

Available-for-sale securities

Auction rate securities student loan backed 118390 139239

Auction rate securities municipal authority bonds 23404 27294

Total available-for-sale securities 141794 166533

Total non-current marketable securities 141794 229081

Rabbi Trust assets1

Money market funds 1316 473

Municipal notes and bonds 18537 18804

Trust-owned life insurance policies at cash surrender

value 51391 32549

Total Rabbi Trust assets 71244 51826

Total cash and equivalents and investments $925507 $803029

Rabbi Trust assets are included in Other Assets on the Consolidated Balance Sheets and are restricted as

to their use

At January 30 2010 and January 31 2009 the Companys marketable securities consisted of investment

grade auction rate securities ARS invested in insured student loan backed securities and insured municipal

authority bonds with maturities ranging from 17 to 33 years Each investment in student loans is insured by
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the U.S government under the Federal Family Education Loan Program private insurer or

combination of both The percentage coverage of the outstanding principal and interest of the ARS varies by

security

The par and fair values and related cumulative impairment charges for the Companys marketable

securities as of January 30 2010 were as follows

Temporary Other-Than-Temporary

In thousands Par Value Impairment Impairment OTTI Fair Value

Trading securities

Auction rate securities UBS
student loan backed 22100 $2OSl 20049

Auction rate securities UBS

municipal authority bonds 15000 2693 12307

Total trading securities 37100 4744 32356

Available-for-sale securities

Auction rate securities student

loan backed 128099 9709 118390

Auction rate securities municipal

authority bonds 28575 5171 23404

Total available-for-sale securities 156674 14880 141794

Total $193774 $14880 $4744 $174150

See Note Fair Value for further discussion on the valuation of the ARS

The temporary impairment related to available-for-sale ARS was reduced by $13.3 million for the fifty-

two weeks ended January 30 2010 due to redemptions and changes in fair value An impairment is considered

to be other-than-temporary if an entity intends to sell the security ii more likely than not will be required

to sell the security before recovering its amortized cost basis or iiidoes not expect to recover the securitys

entire amortized cost basis even if there is no intent to sell the security As of January 302010 the Company

had not incurred any credit-related losses on available-for-sale ARS Furthermore as of January 30 2010 the

issuers continued to perform under the obligations including making scheduled interest payments and the

Company expects that this will continue going forward

On November 13 2008 the Company entered into an agreement the UBS Agreement with UBS AG

UBS Swiss corporation relating to ARS UBS ARS with par value of $76.5 million of which

$37.1 million at par value are still held as of January 30 2010 By entering into the UBS Agreement UBS

received the right to purchase these UBS ARS at par at any time commencing on November 13 2008 and the

Company received the right to sell Put Option the UBS ARS back to UBS at par commencing on June 30

2010 Upon acceptance of the UBS Agreement the Company no longer had the intent to hold the UBS ARS

until maturity Therefore the impairment could no longer be considered temporary As result the Company

transferred the UBS ARS from available-for-sale securities to trading securities and recognized an

other-than-temporary impairment of $14.0 million in Other Operating Income Expense Net in the
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Consolidated Statements of Operations and Comprehensive Income in the fourth quarter of Fiscal 2008 In

addition and simultaneously the Company elected to apply fair value accounting for the related Put Option

and recognized an asset of $12.3 million in Other Current Assets and gain in Other Operating Income

Expense Net in the Consolidated Statements of Operations and Comprehensive Income in the fourth quarter

of Fiscal 2008 During the fifty-two weeks ended January 30 2010 the Company recognized as result of

redemptions and changes in fair value of the UBS ARS reduction of the other-than-temporary impairment

related to the UBS ARS of $9.2 million and recognized corresponding loss of $7.7 million related to the Put

Option As the Company has the right to sell the UBS ARS back to UBS on June 302010 the remaining UBS

ARS are classified as Current Assets on the Consolidated Balance Sheet as of January 30 2010

The irrevocable rabbi trust the Rabbi Trust is intended to be used as source of funds to match

respective funding obligations to participants in the Abercrombie Fitch Co Nonqualified Savings and

Supplemental Retirement Plan the Abercrombie Fitch Co Nonqualified Savings and Supplemental

Retirement Plan II and the Chief Executive Officer Supplemental Executive Retirement Plan The Rabbi

Trust assets are consolidated and recorded at fair value with the exception of the trust-owned life insurance

policies which are recorded at cash surrender value The Rabbi Trust assets are included in Other Assets on

the Consolidated Balance Sheets and are resthcted to their use as noted above Net unrealized gains and losses

related to the available-for-sale securities held in the Rabbi Trust were not material for fifty-two week periods

ended January 30 2010 and January 31 2009 The change in cash surrender value of the trust-owned life

insurance policies held in the Rabbi Trust resulted in realized gain of $5.3 million and realized loss of

$3.6 million for the fifty-two weeks ended January 30 2010 and January 31 2009 respectively recorded in

Interest Income Net on the Consolidated Statements of Operations and Comprehensive Income

FAIR VALUE

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date The inputs used to measure fair value are

prioritized based on three-level hierarchy The three levels of inputs to measure fair value are as follows

Level inputs are unadjusted quoted prices for identical assets or liabilities that are available in

active markets

Level inputs are other than quoted market prices included within Level that are observable for

assets or liabilities directly or indirectly

Level inputs to the valuation methodology are unobservable
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The lowest level of significant input determines the placement of the entire fair value measurement in the

hierarchy The three levels of the hierarchy and the distribution of the Companys assets measured at fair

value within it were as follows

Assets Fair Value as of January 30 2010

Level Level Level Total

In thousands

ASSETS

Money market fundsl $484933 $484933

AK trauing stuuent ioan oaceu LUU-II LUUf
ARS trading municipal authority bonds 12307 12307

ARS available-for-sale student loan

backed 118390 118390

ARS available-for-sale municipal

authority bonds 23404 23404

UBS put option 4640 4640

Municipal bonds held in the Rabbi Trust 18537 18537

Derivative financial instruments
________

1348 1348

Total assets measured at fair value $503470 $1348 $178790 $683608

Includes $483.6 million in money market funds included in Cash and Equivalents and $1.3 million of

money market funds held in the Rabbi Trust which are included in Other Assets on the Consolidated

Balance Sheet

The level assets consist of derivative financial instruments primarily forward foreign exchange

contracts The fair value of forward foreign exchange contracts is determined by using quoted market prices

of the same or similar instruments adjusted for counterparty risk

The level assets primarily include investments in insured student loan backed ARS and insured

municipal authority bonds ARS which include both the available-for-sale and trading ARS Additionally

level assets include the Put Option related to the UBS Agreement

As result of the market failure and lack of liquidity in the current ARS market the Company measured

the fair value of its ARS primarily using discounted cash flow model as of January 30 2010 Certain

significant inputs into the model are unobservable in the market including the periodic coupon rate adjusted

for the marketability discount market required rate of return and expected term The coupon rate is estimated

using the results of regression analysis factoring in historical data on the par swap rate and the maximum

coupon rate paid in the event of an auction failure In making the assumption of the market required rate of

return the Company considered the risk-free interest rate and an appropriate credit spread depending on the

type of security and the credit rating of the issuer The expected term is identified as the time the Company

believes the principal will become available to the investor The Company utilized term of five years to value

its securities The Company also included marketability discount which takes into account the lack of

activity in the current ARS market
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As of January 30 2010 approximately 70% of the Companys ARS were AAA rated and approx

imately 14% of the Companys ARS were AA or rated with the remaining ARS having an or

BBB rating in each case as rated by one or more of the major credit rating agencies

In Fiscal 2008 the Company elected to apply fair value accounting for the Put Option related to the

Companys UBS ARS The fair value of the Put Option was determined by calculating the present value of the

difference between the
par value and the fair value of the UBS ARS as of January 30 2010 adjusted for

counterparty risk The present value was calculated using discount rate that incorporates an investment

grade corporate bond index rate and the credit default swap rate for UBS The Put Option is recognized as an

asset within Other Current Assets on the accompanying Consolidated Balance Sheets and the corresponding

gains and losses within Other Operating Income Net on the accompanying Consolidated Statements of

Operations and Comprehensive Income

The table below includes roll forward of the Companys level assets from January 31 2009 to

January 30 2010 When determination is made to classify an asset or liability within level the

determination is based upon the lack of significance of the observable parameters to the overall fair value

measurement However the fair value determination for level financial assets and liabilities may include

observable components

Trading ARS Trading ARS Available-for-sale Available-for-sale Put
Student Loans Muni Bonds ARS Student Loans ARS Muni Bonds Option Total

In thousands

Fair value January 31 2009 $50589 $11959 $139239 $27294 $12309 $241390

Redemptions 39400 31650 6400 77450
Transfers out/in

Gains and losses net

Reported in Net Income 8860 348 7669 1539

Reported in Other

Comprehensive Income

Loss 10801 2510 13311

Fair value January 30 2010 20049 $12307 $118390 $23404 4640 $178790

69



ABERCROMBIE FITCH CO

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

PROPERTY AND EQUIPMENT

Property and equipment at cost consisted of thousands

2009 2008

Land 32877 32302

Building
223532 235738

Furniture fixtures and equipment 593984 628195

Information technology 211461 138096

Leasehold improvements 1205276 1143656

Construction in progress
48352 114280

Other 47010 47017

Total $2362492 $2339284

Less Accumulated depreciation and amortization 1118473 940629

Property and equipment net $1244019 $1398655

Long-lived assets primarily comprised of property and equipment are reviewed periodically for

impairment or whenever events or changes in circumstances indicate that full recoverability of net asset

balances through future cash flows is in question Factors used in the evaluation include but are not limited to

managements plans for future operations recent operating results and projected cash flows During Fiscal

2009 as result of strategic review of the RUEHL business the Company determined that triggering event

occurred As result of that assessment the Company incurred non-cash pre-tax impairment charges of

$51.5 million reported in Net Loss from Discontinued Operations on the Consolidated Statement of

Operations and Comprehensive Income for the fifty-two weeks ended January 30 2010 There was no

remaining fair value of RUEHL long-lived assets as of January 30 2010

In the fourth quarter of Fiscal 2009 as part of the Companys year-end review for impairment of store

related assets the Company incurred non-cash pre-tax impairment charge of $33.2 million reported in

Stores and Distribution Expense on the Consolidated Statements of Operations and Comprehensive Income

for the fifty-two weeks ended January 30 2010 The charge was associated with 34 Abercrombie Fitch

stores 46 abercrombie kids stores and 19 Hollister stores In Fiscal 2008 the Company incurred non-cash

pre-tax impairment charge of approximately $8.3 million related to long-lived assets The charge was

associated with 11 Abercrombie Fitch stores six abercrombie kids stores and three Hollister stores and was

reported in Stores and Distribution Expense on the Consolidated Statement of Operations and Comprehensive

Income for the fifty-two weeks ended January 31 2009

The Company also incurred non-cash pre-tax impairment charge of approximately $22.3 million

related to long-lived assets associated with nine RUEHL stores which was reported in Net Loss from

Discontinued Operations on the Consolidated Statement of Operations and Comprehensive Income for the

fifty-two weeks ended January 31 2009

Store related assets are considered Level assets in the fair value hierarchy and the fair values were

determined at the store level primarily using discounted cash flow model The estimation of future cash
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flows from operating activities requires significant estimates of factors that include future sales gross margin

performance and operating expenses In instances where the discounted cash flow analysis indicated

negative value at the store level the market exit price based on historical experience was used to determine the

fair value by asset type The Company had store related assets measured at fair value of $19.3 million on the

Consolidated Balance Sheet at January 30 2010

DEFERRED LEASE CREDITS NET

Deferred lease credits are derived from payments received from landlords to partially offset store

construction costs and are reclassified between current and long-term liabilities The amounts which are

amortized over the life of the related leases consisted of the following thousands

2009 2008

Deferred lease credits 546191 514041

Amortization of deferred lease credits 290542 259705

Total deferred lease credits net 255649 254336

LEASED FACILITIES AND COMMITMENTS

Annual store rent is comprised of fixed minimum amount plus contingent rent based on percentage
of sales Store lease terms generally require additional payments covering taxes common area costs and

certain other expenses

summary of rent expense follows thousands

2009 2008 2007

Store rent

Fixed minimum $301138 $267108 $221651

Contingent 6136 14289 21453

Total store rent 307274 281397 243104

Buildings equipment and other 5071 5905 6066

Total rent expense $312345 $287302 $249170

At January 30 2010 the Company was committed to non-cancelable leases with remaining terms of one
to 19 years summary of operating lease commitments under non-cancelable leases follows thousands

Fiscal 2010 324280
Fiscal 2011 315696
Fiscal 2012 290573

Fiscal 2013 270335
Fiscal 2014 251404

Thereafter $1146587
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ACCRUED EXPENSES

Accrued expenses consisted of thousands

2009 2008

Gift card liability
49778 57459

Construction in progress
5838 27329

Accrued payroll and related costs 45476 46248

Accrued taxes 32784 20328

RUEHL lease termination costs 29595

Other
82818 89867

Accrued expenses
$246289 $241231

Accrued payroll and related costs include salaries benefits withholdings and other payroll related costs

10 OTHER LIABILITIES

Other liabilities consisted of thousands

2009 2008

Accrued straight-line rent 87147 77312

RUEHL lease termination costs 16391

Unrecognized tax benefits including interest and penalties 39314 53419

Deferred compensation 66053 71288

Other 5265 4724

Other liabilities $214170 $206743

Deferred compensation includes the Chief Executive Officer Supplemental Executive Retirement Plan

the SERP the Abercrombie Fitch Co Savings and Retirement Plan and the Abercrombie Fitch

Nonqualified Savings and Supplemental
Retirement Plan all further discussed in Note 15 Retirement

Benefits as well as deferred Board of Directors compensation and other accrued retirement benefits

11 INCOME TAXES

Earnings from continuing operations before taxes in thousands

2009 2008 2007

Domestic $1 19358 $501125 $802494

Foreign
152 8519 4757

Total $119510 $509644 $797737
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The provision for income taxes from continuing operations consisted of thousands

2009 2008 2007

Currently Payable

Federal

State

Foreign

Deferred

Federal

State

Foreign

Total provision

33212 $166327 $254089

4003 17467 38649

5086 8112 2805

42301 $191906 $295543

10055 14028 4611

147 2480 459

11652 6939 2003

1744 9569 3067

40557 $201475 $298610

Reconciliation between the statutory federal income tax rate and the effective tax rate for continuing

operations is as follows

2009

Federal income tax rate 35.0%

State income tax net of federal income tax effect 2.1

Tax effect of foreign earnings 4.4

Internal Revenue Code IRC Section 162m 1.5

Other items net 0.3

Total 319%

Amounts paid directly to taxing authorities were $27.1 million $198.2 million

Fiscal 2009 Fiscal 2008 and Fiscal 2007 respectively

2008 2007

35.0% 35.0%

2.5 3.2

0.1 0.4

2.5 0.2

0.4 1.4

39.5% 37.4%

and $259.0 million in
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The effect of temporary differences which give rise to deferred income tax assets liabilities were as

follows thousands

2009 2008

Deferred tax assets

Deferred compensation 48476 37635

Rent 40585 59809

Accrued expenses 15464 17023

Foreign net operating losses 11329 1692

Reserves 8757 11020

Inventory 7829 10347

Other 2223

Realized and unrealized investment losses 1152 560

Valuation allowance 1369 1275

Total deferred tax assets $134446 $136811

Deferred tax liabilities

Store supplies 12128 12844

Property and equipment 127983 123813

Total deferred tax liabilities $1401 11 $136657

Net deferred income tax liabilities assets 5665 154

Accumulated other comprehensive income is shown net of deferred tax assets and deferred tax liabilities

resulting in deferred tax asset of $4.6 million and $9.2 million for Fiscal 2009 and Fiscal 2008 respectively

Accordingly these deferred taxes are not reflected in the table above

The Company has recorded valuation allowance against the deferred tax assets arising from the net

operating loss of certain foreign subsidiaries and for realized and unrealized domestic operations investment

losses

As of January 30 2010 and January 31 2009 the net operating foreign subsidiaries valuation allowance

totaled $0.2 million and $1.3 million respectively portion of these net operating loss carryovers begin

expiring in Fiscal 2013 and some have an indefinite carry-forward period

As of January 30 2010 the valuation allowance for realized and unrealized investment losses totaled

approximately $1.1 million Realized losses begin expiring in Fiscal 2011 There was no valuation allowance

as of January 31 2009

No other valuation allowances have been provided for deferred tax assets because management believes

that it is more likely than not that the full amount of the net deferred tax assets will be realized in the future
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reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows

2009 2008

Unrecognized tax benefits beginning of year 43684 $38894

Gross addition for tax positions of the current year
222 5539

Gross addition for tax positions of prior years 2167 8754

Reductions of tax positions of prior years for

Changes in judgmentlexcess reserve 10744 4206

Settlements during the period 5444 1608

Lapses of applicable statutes of limitations 448 3689

Unrecognized tax benefits end of year 29437 $43684

The amount of the above unrecognized tax benefits at January 30 2010 and January 31 2009 which

would impact the Companys effective tax rate if recognized is $29.4 million and $33.3 million respectively

The Company recognizes accrued interest and penalties related to unrecognized tax benefits as

component of income tax expense Tax expense for Fiscal 2009 includes $1.2 million of net accrued interest

compared to $0.5 million of net accrued interest for Fiscal 2008 Interest and penalties of $9.9 million have

been accrued as of the end of Fiscal 2009 compared to $9.7 million accrued as of the end of Fiscal 2008

The Internal Revenue Service IRS is currently conducting an examination of the Companys

U.S federal income tax return for Fiscal 2009 as part of the IRSs Compliance Assurance Process program

IRS examinations for Fiscal 2008 and prior years have been completed and settled except for transfer

pricing matter that is the subject of an ongoing Advanced Pricing Agreement negotiation that is before the

U.S Competent Authority State and foreign returns are generally subject to examination for period of

3-5 years
after the filing of the respective return The Company has various state income tax returns in the

process of examination or administrative appeals

The Company does not expect material adjustments to the total amount of unrecognized tax benefits

within the next 12 months but the outcome of tax matters is uncertain and unforeseen results can occur

As of January 30 2010 the Company had undistributed earnings of approximately $18.9 million from

certain non-U.S subsidiaries that are intended to be permanently reinvested in non-U.S operations Because

these earnings are considered permanently reinvested no U.S tax provision has been accrued related to the

repatriation of these earnings It is not practicable to estimate the amount of U.S tax that might be payable on

the eventual remittance of such earnings

12 LONG-TERM DEBT

On April 15 2008 the Company entered into syndicated unsecured credit agreement as previously

amended by Amendment No Ito Credit Agreement made as of December 292008 the Credit Agreement

under which up to $450 million was available On June 16 2009 the Company amended the Credit

Agreement and as result revised the ratio requirements as further discussed below and also reduced the

amount available from $450 million to $350 million as amended the Amended Credit Agreement The
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primary purposes of the Amended Credit Agreement are for trade and stand-by letters of credit in the ordinary

course of business as well as to fund working capital capital expenditures acquisitions and investments and

other general corporate purposes

The Amended Credit Agreement has several borrowing options including interest rates that are based

on Base Rate plus margin based on the Leverage Ratio payable quarterly ii an Adjusted Eurodollar

Rate as defined in the Amended Credit Agreement plus margin based on the Leverage Ratio payable at the

end of the applicable interest period for the borrowing or iiian Adjusted Foreign Currency Rate as defined

in the Amended Credit Agreement plus margin based on the Coverage Ratio payable at the end of the

applicable interest period for the borrowing and for interest periods in excess of three months on the date that

is three months after the commencement of the interest period The Base Rate represents rate per annum

equal to the higher of PNC Banks then publicly announced prime rate or the Federal Funds Effective

Rate as defined in the Amended Credit Agreement as then in effect plus 1/2 of 1.0% The facility fees

payable under the Amended Credit Agreement are based on the Companys Leverage Ratio i.e the ratio on

consolidated basis of the sum of total debt excluding trade letters of credit plus 600% of forward

minimum rent commitments to consolidated earnings before interest taxes depreciation amortization

and rent with the further adjustments to be discussed in the following paragraphs Consolidated EBITDAR
for the trailing four-consecutive-fiscal-quarter periods The facility fees accrue at rate of 0.25% to 0.625%

per annum based on the Leverage Ratio for the most recent determination date The Amended Credit

Agreement did not have utilization fee as of January 30 2010 The Amended Credit Agreement requires that

the Leverage Ratio not be greater than 3.75 to 1.00 at the end of each testing period The Companys Leverage

Ratio was 2.95 as of January 30 2010 The Amended Credit Agreement also required that the Coverage Ratio

for AF and its subsidiaries on consolidated basis of Consolidated EBITDAR for the trailing four-

consecutive-fiscal-quarter period to ii the sum of without duplication net interest expense for such

period scheduled payments of long-term debt due within twelve months of the date of determination and

the sum of minimum rent and contingent store rent not be less than 1.65 to 1.00 at January 30 2010 The

minimum Coverage Ratio varies over time based on the terms set forth in the Amended Credit Agreement

The Amended Credit Agreement amended the definition of Consolidated EBITDAR to add back the

following items among others recognized losses arising from investments in certain ARS to the extent

such losses do not exceed defined level of impairments for those investments non-cash charges in an

amount not to exceed $50 million related to the closure of RUEHL branded stores and related direct-to-con

sumer operations non-recurring cash charges in an aggregate amount not to exceed $61 million related to

the closure of RUEHL branded stores and related direct-to-consumer operations additional non-recurring

non-cash charges in an amount not to exceed $20 million in the aggregate over the trailing four fiscal quarter

period and other non-recurring cash charges in an amount not to exceed $10 million in the aggregate over

the trailing four fiscal quarter period The Companys Coverage Ratio was 2.10 as of January 30 2010 The

Amended Credit Agreement also limits the Companys consolidated capital expenditures to $275 million in

Fiscal 2009 and to $325 million in Fiscal 2010 plus any unused portion from Fiscal 2009 The Company was

in compliance with the applicable ratio requirements and other covenants at January 30 2010

The terms of the Amended Credit Agreement include customary events of default such as payment

defaults cross-defaults to other material indebtedness bankruptcy and insolvency the occurrence of

defined change in control or the failure to observe the negative covenants and other covenants related to the
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operation and conduct of the business of AF and its subsidiaries Upon an event of default the lenders will

not be obligated to make loans or other extensions of credit and may among other things terminate their

commitments to the Company and declare any then outstanding loans due and payable immediately

The Amended Credit Agreement will mature on April 12 2013 Trade letters of credit totaling

approximately $35.9 million and $21.1 million were outstanding on January 30 2010 and January 31

2009 respectively Stand-by letters of credit totaling approximately $14.1 million and $16.9 million were

outstanding on January 30 2010 and January 31 2009 respectively The stand-by letters of credit are set to

expire primarily during the fourth quarter of Fiscal 2010 To date no beneficiary has drawn upon the stand-by

letters of credit

The Company had $50.9 million and $100.0 million outstanding under the Amended Credit Agreement

as of January 30 2010 and January 31 2009 respectively The $50.9 million outstanding under the Amended

Credit Agreement as of January 30 2010 was denominated in Japanese Yen At January 30 2010 the

Company also had $20.3 million of long-term debt related to the landlord financing obligation for certain

leases where the Company is deemed the owner of the project for accounting purposes as substantially all of

the risk of ownership during construction of leased property is held by the Company The landlord financing

obligation is amortized over the life of the related lease

As of January 30 2010 the carrying value of the Companys long-term debt approximated fair value

Total interest expense was $6.6 million and $3.4 million for Fiscal 2009 and Fiscal 2008 respectively The

average interest rate for the long-term debt recorded under the Amended Credit Agreement was 2.0% for the

fifty-two week period ended January 30 2010

On March 2009 the Company entered secured uncommitted demand line of credit UBS Credit

Line under which up to $26.3 million was available at January 30 2010 The amount available under the

UBS Credit Line is subject to adjustment from time-to-time based on the market value of the Companys UBS
ARS as determined by UBS The UBS Credit Line is to be used for general corporate purposes Being

demand line of credit the UBS Credit Line does not have stated maturity date

As security for the payment and performance of the Companys obligations under the UBS Credit Line

the UBS Credit Line provides that the Company grants security interest to UBS Bank USA as lender in

each account of the Company at UBS Financial Services Inc that is identified as Collateral Account as
defined in the UBS Credit Line as well as any and all money credit balances securities financial assets and

other investment property and other property maintained from time-to-time in any Collateral Account any
over-the-counter options futures foreign exchange swap or similar contracts between the Company and

UBS Financial Services Inc or any of its affiliates any and all accounts of the Company at UBS Bank USA or

any of its affiliates any and all supporting obligations and other rights relating to the foregoing property and

any and all interest dividends distributions and other proceeds of any of the foregoing property including

proceeds of proceeds

Because certain of the Collateral consists of ARS as defined in the UBS Credit Line the UBS Credit

Line provides further that the interest rate payable by the Company will reflect any changes in the

composition of such ARS Collateral as defined in the UBS Credit Line as may be necessary to cause
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the interest payable by the Company under the UBS Credit Line to equal the interest or dividend rate payable

to the Company by the issuer of any ARS Collateral

The terms of the UBS Credit Line include customary events of default such as payment defaults the

failure to maintain sufficient collateral the failure to observe any covenant or material representation

bankruptcy and insolvency cross-defaults to other indebtedness and other stated events of default Upon an

event of default the obligations under the UBS Credit Line will become immediately due and payable No

borrowings were outstanding under the UBS Credit Line as of January 30 2010

13 DERIVATIVES

All derivative instruments are recorded at fair value on the Consolidated Balance Sheets as either Other

Assets or Accrued Expenses The accounting for changes in the fair value of derivative instrument depends

on whether it has been designated as hedge and qualifies for hedge accounting treatment Refer to Note

Fair Value for further discussion of the determination of the fair value of derivatives As of January 30

2010 all outstanding derivative instruments were designated as hedges and qualified for hedge accounting

treatment There were no outstanding derivative instruments as of January 31 2009

In order to qualify for hedge accounting derivative must be considered highly effective at offsetting

changes in either the hedged items cash flows or fair value Additionally the hedge relationship must be

documented to include the risk management objective and strategy the hedging instrument the hedged item

the risk exposure and how hedge effectiveness will be assessed prospectively and retrospectively The extent

to which hedging instrument has been and is expected to continue to be effective at achieving offsetting

changes in fair value or cash flows is assessed and documented at least quarterly Any hedge ineffectiveness is

reported in current period earnings and hedge accounting is discontinued if it is determined that the derivative

is not highly effective

For derivatives that either do not qualify for hedge accounting or are not designated as hedges all

changes in the fair value of the derivative are recognized in earnings For qualifying cash flow hedges the

effective portion of the change in the fair value of the derivative is recorded as component of Other

Comprehensive Income Loss OCI and recognized in earnings when the hedged cash flows affect

earnings The ineffective portion of the derivative gain or loss as well as changes in the fair value of the

derivatives time value are recognized in current period earnings The effectiveness of the hedge is assessed

based on changes in fair value attributable to changes in spot prices The changes in the fair value of the

derivative contract related to the changes in the difference between the spot price and the forward price are

excluded from the assessment of hedge effectiveness and are also recognized in current period earnings If the

cash flow hedge relationship is terminated the derivative gains or losses that are deferred in OCT will be

recognized in earnings when the hedged cash flows occur However for cash flow hedges that are terminated

because the forecasted transaction is not expected to occur in the original specified time period or two

month period thereafter the derivative gains or losses are immediately recognized in earnings There were no

gains or losses reclassified into earnings as result of the discontinuance of cash flow hedges as of January 30

2010

The Company uses derivative instruments primarily forward contracts designated as cash flow hedges

to hedge the foreign currency exposure associated with forecasted foreign-currency-denominated
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inter-company inventory sales to foreign subsidiaries and the related settlement of the foreign-currency-

denominated inter-company receivable Fluctuations in exchange rates will either increase or decrease the

Companys U.S dollar equivalent cash flows and affect the Companys U.S dollar earnings Gains or losses

on the foreign exchange forward contracts that are used to hedge these exposures are expected to partially

offset this variability Foreign exchange forward contracts represent agreements to exchange the currency of

one country for the currency of another country at an agreed-upon settlement date As of January 30 2010 the

maximum length of time over which forecasted foreign denominated inter-company inventory sales were

hedged was twelve months The sale of the inventory to the Companys customers will result in the

reclassification of related derivative gains and losses that are reported in Accumulated Other Comprehensive

Loss Substantially all of the remaining unrealized gains or losses related to foreign denominated inter

company inventory sales that have occurred as of January 30 2010 will be recognized in costs of goods sold

over the following two months at the values at the date the inventory was sold to the respective subsidiary

The Company nets derivative assets and liabilities on the Consolidated Balance Sheet to the extent that

master netting arrangements meet the specific accounting requirements set forth by U.S generally accepted

accounting principles

As of January 30 2010 the Company had the following outstanding foreign exchange forward contracts

that were entered into to hedge forecasted foreign denominated inter-company inventory sales and the

resulting settlement of the foreign denominated inter-company accounts receivable

Notional Amount1

Canada $24641

Europe $45703

Amounts are reported in thousands and in U.S Dollars The notional amount of derivatives related to

Europe are denominated primarily in Sterling Pound

The location and amounts of derivative fair values on the Consolidated Balance Sheets as of January 30
2010 and January 31 2009 were as follows

Asset Derivatives
Liability Derivatives

Balance Sheet January 30 January 31 Balance Sheet January 30 January 31
Location 2010 2009 Location 2010 2009

In thousands

Derivatives Designated as

Hedging Instruments

Foreign Exchange Forward

Contracts Other Current Assets $1348 Accrued Expenses
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The location and amounts of derivative gains and losses for the fifty-two weeks ended January 30 2010

and January 31 2009 on the Consolidated Statements of Operations and Comprehensive Income are as

follows

Location of Gain Amount of Gain

Amount of Gain Loss Recognized in Earnings Recognized

Amount of Loss Gain Location of Gain Reclassified from on Derivative Ineffective in Earnings on Derivative

Recognized in OCI Loss Reclassified Accumulated OCI into Portion and Amount Ineffective Portion and

on Derivative Contracts from Accumulated Earnings Effective Excluded from Amount Excluded from

Effective Portion OCI into Earnings
Portion Effectiveness Effectiveness Testing

Effective Portion Testing

For the Fifty-Two Weeks Ended

January 30 January 31 January 30 January 31 January 30 January 31

2010 2009 2010 2009 2010 2009

In thousands

Derivatives in Cash

Flow Hedging

Relationships

Foreign Exchange
Other Operating

Forward Contracts $3.790 $3406 Cost of Goods Sold $3074 $1893 Income Loss Net $74 $219

The amount represents the change in fair value of derivative contracts due to changes in spot rates

The amount represents reclassification from OCT to earnings that occurs when the hedged item affects

earnings which is when merchandise is sold to the Companys customers

The amount represents the change in fair value of derivative contracts due to changes in the lifference

between the spot price and forward price that is excluded from the assessment of hedge effectiveness and

therefore recognized in earnings There were no ineffective portions recorded in earnings for the fifty-

two weeks ended January 30 2010 and January 31 2009

The Company does not use forward contracts to engage in currency speculation and does not enter into

derivative financial instruments for trading purposes

14 DISCONTINUED OPERATIONS

On June 16 2009 AFs Board of Directors approved the closure of the Companys 29 RUEHL branded

stores and related direct-to-consumer operations The determination to take this action was based on

comprehensive review and evaluation of the performance of the RUEHL branded stores and related

direct-to-consumer operations as well as the related real estate portfolio The Company completed the

closure of the RUEHL branded stores and related direct-to-consumer operations during the fourth quarter of

Fiscal 2009 Accordingly the results of operations of RUEHL are reflected in Net Loss from Discontinued

Operations for all periods presented on the Consolidated Statements of Operations and Comprehensive

Income
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Costs associated with exit or disposal activities are recorded when the liability is incurred Below is roll

forward of the liabilities recognized on the Consolidated Balance Sheet as of January 30 2010 related to the

closure of the RUEHL branded stores and related direct-to-consumer operations in thousands

Fifty-Two Weeks Ended

January 30 2010

Beginning Balance

Cash Charges 68363

Interest Accretion 358

Cash Payments 22635

Ending Balance1 46086

Ending balance primarily reflects the net present value of obligations due under signed lease termination

agreements and obligations due under lease for which no agreement exists less estimated sublease

income As of January 302010 there were $29.6 million of lease termination charges and $0.1 million of

severance charges recorded as current liability in Accrued Expenses and $16.4 million of lease

termination charges recorded as long-term liability in Other Liabilities on the Consolidated Balance

Sheet

Below is summary of charges related to the closure of the RUEHL branded stores and related

direct-to-consumer operations in thousands

Fifty-Two Weeks Ended

January 30 2010

Asset Impairments1 51536

Lease Terminations net2 53916

Severance and Other3 2189

Total Charges $107641

Asset impairment charges primarily related to store furniture fixtures and leasehold improvements

Lease terminations reflect the net present value of obligations due under signed lease termination

agreements and obligations due under lease for which no agreement exists less estimated sublease

income The charges are presented net of the reversal of non-cash credits

Severance and other reflects charges primarily related to severance and merchandise and store supply

inventory
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The table below presents the significant components of RUEHLs results included in Net Loss from

Discontinued Operations on the Consolidated Statements of Operations and Comprehensive Income for fiscal

years ended January 30 2010 January 31 2009 and February 2008

2009 2008 2007

NET SALES 48393 56218 50192

Cost of Goods Sold 22037 25621 26990

GROSS PROFIT 26356 30597 23202

Stores and Distribution Expense 146826 75146 42668

Marketing General and Administrative Expense 8556 14411 18978

Other Operating Income Net 11 86 28

NET LOSS BEFORE INCOME TAXES1 $129016 $58876 $38416

Income Tax Benefit 50316 22962 14982

NET LOSS FROM DISCONTINUED OPERATIONS
NET OF TAX 78699 $35914 $23434

NET LOSS PER SHARE FROM DISCONTINUED

OPERATIONS

BASIC 0.90 0.41 0.27

DILUTED 0.89 0.40 0.26

Includes non-cash pre-tax asset impairment charges of approximately $51.5 million and $22.3 million

during the fifty-two weeks ended January 30 2010 and January 31 2009 respectively and net costs

associated with the closure of the RUEHL business primarily net lease termination costs of approx

imately $53.9 million and severance and other charges of $2.2 million during the fifty-two weeks ended

January 30 2010

15 RETIREMENT BENEFITS

The Company maintains the Abercrombie Fitch Co Savings Retirement Plan qualified pian All

U.S associates are eligible to participate in this plan if they are at least 21 years of age and have completed

year of employment with 1000 or more hours of service In addition the Company maintains the

Abercrombie Fitch Nonqualified Savings and Supplemental Retirement Plan Participation in this plan

is based on service and compensation The Companys contributions are based on percentage of associates

eligible annual compensation The cost of the Companys contributions to these plans was $17.8 million in

Fiscal 2009 $24.7 million in Fiscal 2008 and $21.0 million in Fiscal 2007

Effective February 2003 the Company established Chief Executive Officer Supplemental Executive

Retirement Plan the SERP to provide additional retirement income to its Chairman and Chief Executive

Officer CEOSubject to service requirements the CEO will receive monthly benefit equal to 50% of his

final average compensation as defined in the SERP for life The final average compensation used for the
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calculation is based on actual compensation base salary and cash incentive compensation for the past three

fiscal years In Fiscal 2009 and Fiscal 2008 the Company recorded income of $1.0 million and $2.5 million

associated to the SERP respectively The amounts recognized in Fiscal 2009 and Fiscal 2008 were primarily

the result of reduction in average compensation partially offset by reduction in the discount rate The

expense associated with the SERP was $1.4 million in Fiscal 2007

16 CONTINGENCIES

AF is defendant in lawsuits and other adversary proceedings arising in the ordinary course of

business

On June 23 2006 Lisa Hashimoto et al Abercrombie Fitch Co and Abercrombie Fitch Stores

Inc was filed in the Superior Court of the State of California for the County of Los Angeles In that action

plaintiffs alleged on behalf of putative class of California store managers employed in Hollister and

abercrombie kids stores that they were entitled to receive overtime pay as non-exempt employees under

California wage and hour laws The complaint seeks injunctive relief equitable relief unpaid overtime

compensation unpaid benefits penalties interest and attorneys fees and costs The defendants answered the

complaint on August 21 2006 denying liability On June 23 2008 the defendants settled all claims of

Hollister and abercrombie kids store managers who served in stores from June 23 2002 through April 30

2004 but continued to oppose the plaintiffs remaining claims On January 29 2009 the Court certified

class consisting of all store managers who served at Hollister and abercrombie kids stores in California from

May 2004 through the future date upon which the action concludes The parties are continuing to litigate

the claims of that putative class

On September 2005 purported class action styled Robert Ross Abercrombie Fitch Company et

al was filed against AF and certain of its officers in the United States District Court for the Southern

District of Ohio on behalf of purported class of all persons who purchased or acquired shares of AFs
Common Stock between June 2005 and August 16 2005 In September and October of 2005 five other

purported class actions were subsequently filed against AF and other defendants in the same Court All six

securities cases allege claims under the federal securities laws related to sales of Common Stock by certain

defendants and to decline in the price of AFs Common Stock during the summer of 2005 allegedly as

result of misstatements attributable to AF Plaintiffs seek unspecified monetary damages On November

2005 motion to consolidate all of these purported class actions into the first-filed case was filed by some of

the plaintiffs AF joined in that motion On March 22 2006 the motions to consolidate were granted and

these actions together with the federal court derivative cases described in the following paragraph were

consolidated for purposes of motion practice discovery and pretrial proceedings consolidated amended

securities class action complaint the Complaint was filed on August 14 2006 On October 13 2006 all

defendants moved to dismiss that Complaint On August 2007 the Court denied the motions to dismiss On

September 14 2007 defendants filed answers denying the material allegations of the Complaint and asserting

affirmative defenses On October 26 2007 plaintiffs moved to certify their purported class After briefing and

argument the motion was submitted on March 24 2009 and granted on May 21 2009 On June 2009

defendants petitioned the Sixth Circuit for permission to appeal the class certification order and on August 24

2009 the Sixth Circuit granted leave to appeal
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On September 16 2005 derivative action styled The Booth Family Trust Michael Jeifries et al

was filed in the United States District Court for the Southern District of Ohio naming AF as nominal

defendant and seeking to assert claims for unspecified damages against nine of AFs present and former

directors alleging various breaches of the directors fiduciary duty and seeking equitable and monetary relief

In the following three months four similarderivative actions were filed three in the United States District

Court for the Southern District of Ohio and one in the Court of Common Pleas for Franklin County Ohio

against present and former directors of AF alleging various breaches of the directors fiduciary duty

allegedly arising out of the same matters alleged in the Ross case and seeking equitable and monetary relief on
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for purposes of motion practice discovery and pretrial proceedings consolidated amended derivative

complaint was filed in the federal proceeding on July 10 2006 On February 16 2007 AFannounced that

its Board of Directors had received report of the Special Litigation Committee established by the Board to

investigate and act with respect to claims asserted in the derivative lawsuit which concluded that there was no

evidence to support the asserted claims and directed the Company to seek dismissal of the derivative cases On

September 10 2007 the Company moved to dismiss the federal derivative cases on the authority of the

Special Litigation Committee report On March 12 2009 the Companys motion was granted and on

April 10 2009 plaintiffs filed an appeal from the order of dismissal The state court has stayed further

proceedings in the state-court derivative action until resolution of the consolidated federal derivative cases

Management intends to defend the aforesaid matters vigorously as appropriate Management is unable

to quantify the potential exposure of the aforesaid matters However managements assessment of the

Companys current exposure could change in the event of the discovery of additional facts with respect to

legal matters pending against the Company or determinations by judges juries administrative agencies or

other finders of fact that are not in accordance with managements evaluation of the claims

17 PREFERRED STOCK PURCHASE RIGHTS

On July 16 1998 AFs Board of Directors declared dividend of one Series Participating

Cumulative Preferred Stock Purchase Right the Rights for each outstanding share of Class Common

Stock the Common Stock par value $01 per share of AF The dividend was paid on July 28 1998 to

stockholders of record on that date Shares of Common Stock issued after July 28 1998 and prior to May 25

1999 were issued with one Right attached AFs Board of Directors declared two-for-one stock split the

Stock Split on the Common Stock payable on June 15 1999 to the holders of record at the close of

business on May 25 1999 In connection with the Stock Split the number of Rights associated with each

share of Common Stock outstanding as of the close of business on May 25 1999 or issued or delivered after

May 25 1999 and prior to the Distribution Date as defined below was proportionately adjusted from one

Right to 0.50 Right Each share of Common Stock issued after May 25 1999 and prior to the Distribution Date

has been and will be issued with 0.50 Right attached so that all shares of Common Stock outstanding prior to

the Distribution Date will have 0.50 Right attached

The Rights are initially attached to the shares of Common Stock The Rights will separate from the

Common Stock after Distribution Date occurs The Distribution Date generally means the earlier of the

close of business on the 10th day after the date the Share Acquisition Date of the first public

announcement that person or group other than AF or any
of AFs subsidiaries or any employee
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benefit plan of AF or of any of AFs subsidiaries has acquired beneficial ownership of 20% or more of

AFs outstanding shares of Common Stock an Acquiring Person or ii the close of business on the

10th business day or such later date as AFs Board of Directors may designate before any person has

become an Acquiring Person after the date of the commencement of tender or exchange offer by any person

which would if consummated result in such person becoming an Acquiring Person The Rights are not

exercisable until the Distribution Date After the Distribution Date each whole Right may be exercised to

purchase at an initial exercise price of $250 one one-thousandth of share of Series Participating

Cumulative Preferred Stock

At
any

time after
any person becomes an Acquiring Person but before the occurrence of any of the

events described in the immediately following paragraph each holder of Right other than the Acquiring

Person and certain affiliated persons will be entitled to purchase upon exercise of the Right shares of

Common Stock having market value of twice the exercise price of the Right At any time after any person

becomes an Acquiring Person but before any person becomes the beneficial owner of 50% or more of the

outstanding shares of Common Stock or the occurrence of any of the events described in the immediately

following paragraph AFs Board of Directors may exchange all or part of the Rights ther than Rights

beneficially owned by an Acquiring Person and certain affiliated persons for shares of Common Stock at an

exchange ratio of one share of Common Stock per 0.50 Right

If after any person has become an Acquiring Person AF is involved in merger or other business

combination transaction in which AF is not the surviving corporation or AFs Common Stock is

exchanged for other securities or assets or ii AF and/or one or more of AFs subsidiaries sell or

otherwise transfer 50% or more of the assets or earning power of AF and its subsidiaries taken as whole

each holder of Right other than the Acquiring Person and certain affiliated persons will be entitled to buy
for the exercise price of the Rights the number of shares of common stock of the other party to the business

combination or sale or in certain circumstances an affiliate which at the time of such transaction will have

market value of twice the exercise price of the Right

The Rights will expire on July 16 2018 unless earlier exchanged or redeemed AFmay redeem all of

the Rights at price of $.01 per whole Right at any time before any person becomes an Acquiring Person

Rights holders have no rights as stockholder of AF including the right to vote and to receive

dividends
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18 QUARTERLY FINANCIAL DATA UNAUDITED

Summarized unaudited quarterly financial results for Fiscal 2009 and Fiscal 2008 follows thousands

except per share amounts

Fiscal 2009 Quarter First Second Third Fourth

Net sales $601729 $637221 $753684 $935991

Gross profit $381453 $424516 $483087 $594542

Net loss income from

continuing operations $23104 819 49222 61025

Net loss from discontinued

operations net of tax 36135 18557 10439 13566

Net loss income $59239 $26747 38784 47459

Net loss income per diluted

share from continuing

operations 0.26 0.09 0.55 0.68

Net loss per
diluted share from

discontinued operations 0.41 0.21 0.12 0.15

Net loss income per
diluted

share 0.68 0.30 0.44 0.53

Fiscal 2008 Quarter First Second Third Fourth

Net sales $787139 $833298 $882811 $980809

Gross profit $526734 $585547 $584965 $633849

Net income from continuing

operations 67167 83236 69743 88021

Net loss from discontinued

operations net of tax 5051 5404 5844 19614

Net income 62116 77832 63900 68407

Net income per
diluted share

from continuing operations 0.75 0.93 0.79 1.00

Net loss per diluted share from

discontinued operations 0.06 0.06 0.07 0.22

Net income per diluted share 0.69 0.87 0.72 0.78

Results of operations of RUEHL are reflected as discontinued operations for all periods presented Refer

to Note 14 Discontinued Operations for further discussion
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of

Abercrombie Fitch Co

In our opinion the consolidated financial statements listed in the accompanying index appearing under

item 5a present fairly in all material respects the financial position of Abercrombie Fitch Co and its

subsidiaries at January 30 2010 and January 31 2009 and the results of their operations and their cash flows

for each of the three years in the period ended January 30 2010 in conformity with accounting principles

generally accepted in the United States of America Also in our opinion the Company maintained in all

material respects effective internal control over financial reporting as of January 30 2010 based on criteria

established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations

of the Treadway Commission COSO The Companys management is responsible for these financial

statements for maintaining effective internal control over financial reporting and for its assessment of the

effectiveness of internal control over financial reporting included in the accompanying Managements

Report on Internal Control over Financial Reporting Our responsibility is to express opinions on these

financial statements and on the Companys internal control over financial reporting based on our integrated

audits We conducted our audits in accordance with the standards of the Public Company Accounting

Oversight Board United States Those standards require that we plan and perform the audits to obtain

reasonable assurance about whether the financial statements are free of material misstatement and whether

effective internal control over financial reporting was maintained in all material respects Our audits of the

financial statements included examining on test basis evidence supporting the amounts and disclosures in

the financial statements assessing the accounting principles used and significant estimates made by

management and evaluating the overall financial statement presentation Our audit of internal control over

financial reporting included obtaining an understanding of internal control over financial reporting assessing

the risk that material weakness exists and testing and evaluating the design and operating effectiveness of

internal control based on the assessed risk Our audits also included performing such other procedures as we
considered

necessary in the circumstances We believe that our audits provide reasonable basis for our

opinions

companys internal control over financial reporting is process designed to provide reasonable

assurance regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles companys internal control

over financial reporting includes those policies and procedures that pertain to the maintenance of records

that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the

company ii provide reasonable assurance that transactions are recorded as necessary to permit preparation

of financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and

directors of the company and iiiprovide reasonable assurance regarding prevention or timely detection of

unauthorized acquisition use or disposition of the companys assets that could have material effect on the

financial statements
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Because of its inherent limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions or that the degree of compliance with the

policies or procedures may deteriorate

Is PncewaterhouseCoopers LLP

Columbus Ohio

March 29 2010

88



ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

None

ITEM 9A CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

AF maintains disclosure controls and procedures as defined in Rules 13a-15e and 15d-15e under

the Securities Exchange Act of 1934 as amended the Exchange Act that are designed to provide

reasonable assurance that information required to be disclosed in the reports that AF files or submits under

the Exchange Act is recorded processed summarized and reported within the time periods specified in the

SECs rules and forms and that such information is accumulated and communicated to AFs management
including the Chairman and Chief Executive Officer of AF and the Executive Vice President and Chief

Financial Officer of AF as appropriate to allow timely decisions regarding required disclosures Because of

inherent limitations disclosure controls and procedures no matter how well designed and operated can

provide only reasonable and not absolute assurance that the objectives of disclosure controls and procedures
are met

AFs management including the Chairman and Chief Executive Officer of AF and the Executive

Vice President and Chief Financial Officer of AF evaluated the effectiveness of AFs design and

operation of its disclosure controls and procedures as of the end of the fiscal
year ended January 302010 The

Chairman and Chief Executive Officer of AFand the Executive Vice President and Chief Financial Officer

of AFconcluded that the AFs disclosure controls and procedures were effective at reasonable level of

assurance as of January 30 2010 the end of the period covered by this Annual Report on Form 10-K

Managements Annual Report on Internal Control Over Financial Reporting

The management of AF is responsible for establishing and maintaining adequate internal control over

financial reporting AFs internal control over financial reporting as defined in Rules 3a- 151 and

5d- 151 under the Exchange Act is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external
purposes in

accordance with accounting principles generally accepted in the United States of America

Because of its inherent limitations internal control over financial
reporting may not prevent or detect

misstatements Also projections of any evaluations of effectiveness to future periods are subject to the risk

that controls may become inadequate because of changes in conditions or that the degree of compliance with

the policies or procedures may deteriorate Accordingly even an effective system of internal control over
financial reporting will provide only reasonable assurance with

respect to financial statement preparation

With the participation of the Chairman and Chief Executive Officer of AF and the Executive Vice

President and Chief Financial Officer of AF management evaluated the effectiveness of AFs internal

control over financial reporting as of January 30 2010 using criteria established in the Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

COSO Based on the assessment of AFs internal control over financial reporting under the criteria

described in the preceding sentence management has concluded that as of January 30 2010 AFs internal

control over financial reporting was effective
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AFs independent registered public accounting firm PricewaterhouseCoopers LLP has issued an audit

report on the effectiveness of AFs internal control over financial reporting as of January 30 2010 as stated

in their report which is included in ITEM FINANCIAL STATEMENTS AND SUPPLEMENTARY

DATA of this Annual Report on Form 10-K

Changes in Internal Control Over Financial Reporting

There were no changes in AFs internal control over financial reporting during the fiscal quarter ended

January 30 2010 that materially affected or are reasonably likely to materially affect AFs internal control

over financial reporting

ITEM 9B OTHER INFORMATION

None

PART III

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information concerning directors executive officers and persons
nominated or chosen to become

directors or executive officers is incorporated by reference from the text under the caption ELECTION OF

DIRECTORS in AFs definitive Proxy Statement for the Annual Meeting of Stockholders to be held on

June 2010 and from the text under the caption SUPPLEMENTAL ITEM EXECUTIVE OFFICERS OF

THE REGISTRANT in PART of this Annual Report on Form 10-K

Compliance with Section 16a of the Exchange Act

Information concerning beneficial ownership reporting compliance under Section 16a of the Securities

Exchange Act of 1934 as amended is incorporated by reference from the text under the caption SECURITY

OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT Section 16a Beneficial

Ownership Reporting Compliance in AFs definitive Proxy Statement for the Annual Meeting of

Stockholders to be held on June 2010

Code of Business Conduct and Ethics

Information concerning the Abercrombie Fitch Code of Business Conduct and Ethics is incorporated

by reference from the text under the caption ELECTION OF DIRECTORS Code of Business Conduct

and Ethics in AFs definitive Proxy Statement for the Annual Meeting of Stockholders to be held on June

2010

Audit Committee

Information concerning AFs Audit Committee including the determination that the Audit Committee

has at least one audit committee financial expert as defined under applicable SEC rules serving on the Audit

Committee is incorporated by reference from the text under the caption ELECTION OF DIRECTORS

Committees of the Board Audit Committee in AFs definitive Proxy Statement for the Annual Meeting

of Stockholders to be held on June 2010
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Procedures by which Stockholders May Recommend Nominees to AFs Board of Directors

Information concerning the procedures by which stockholders of AF may recommend nominees to

AFs Board of Directors is incorporated by reference from the text under the captions ELECTION OF

DIRECTORS Director Qualifications and Consideration of Director Candidates and ELECTION OF

DIRECTORS Director Nominations in AFs definitive Proxy Statement for the Annual Meeting of

Stockholders to be held on June 2010 These procedures have not materially changed from those described

in AFs definitive Proxy Statement for the Annual Meeting of Stockholders held on June 10 2009

ITEM 11 EXECUTIVE COMPENSATION

Information regarding executive compensation is incorporated by reference from the text under the

captions ELECTION OF DIRECTORS Compensation of Directors ELECTION OF DIRECTORS

Compensation Committee Interlocks and Insider Participation COMPENSATION DISCUSSION AND
ANALYSIS REPORT OF THE COMPENSATION COMMITTEE ON EXECUTIVE COMPENSA
TION and EXECUTIVE OFFICER COMPENSATION in AFs definitive Proxy Statement for the

Annual Meeting of Stockholders to be held on June 2010

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Information concerning the security ownership of certain beneficial owners and management is

incorporated by reference from the text under the caption SECURITY OWNERSHIP OF CERTAIN

BENEHCIAL OWNERS AND MANAGEMENT in AFs definitive Proxy Statement for the Annual

Meeting of Stockholders to be held on June 2010

Information regarding the number of securities to be issued and remaining available under equity

compensation plans as of January 30 2010 is incorporated by reference from the text under the caption

EQUITY COMPENSATION PLANS in AFs definitive Proxy Statement for the Annual Meeting of

Stockholders to be held on June 2010

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR

INDEPENDENCE

Information concerning certain relationships and transactions involving the Company and certain related

persons within the meaning of Item 404a of SEC Regulation S-K as well as information concerning AFs
policies and procedures for the review approval or ratification of transactions with related persons

is

incorporated by reference from the text under the captions ELECTION OF DIRECTORS Compensation

of Directors and ELECTION OF DIRECTORS Certain Relationships and Related Transactions in

AFs definitive Proxy Statement for the Annual Meeting of Stockholders to be held on June 2010

Information concerning the independence of the directors of AF is incorporated by reference from the

text under the caption ELECTION OF DIRECTORS Director Independence in AFs definitive Proxy

Statement for the Annual Meeting of Stockholders to be held on June 2010

ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information concerning the pre-approval policies and procedures of AFs Audit Committee and fees

for services rendered by the Companys principal independent registered public accounting firm is
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incorporated by reference from the text under captions AUDIT COMMITTEE MATTERS Pre-Approval

Policy and AUDIT COMMITTEE MATTERS Fees of Independent Registered Public Accounting

Firm in AFs definitive Proxy Statement for the Annual Meeting of Stockholders to be held on June

2010

PART IV

ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

The following documents are filed as part of this Annual Report on Form 10-K

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the fiscal years

ended January 31 2010 January 31 2009 and February 2008

Consolidated Balance Sheets as of January 30 2010 and January 31 2009

Consolidated Statements of Shareholders Equity for the fiscal years ended January 30

2010 January 31 2009 and February 2008

Consolidated Statements of Cash Flows for the fiscal years ended January 30 2010

January 31 2009 and February 2008

Notes to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm PricewaterhouseCoopers LLP

Consolidated Financial Statement Schedules

All financial statement schedules for which provision is made in the applicable accounting regulations of

the SEC are omitted because the required information is either presented in the consolidated financial

statements or notes thereto or is not applicable required or material
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Exhibits

The documents listed below are filed with this Annual Report on Form 10-K as exhibits or incorporated
into this Annual Report on Form 10-K by reference as noted

3.1 Amended and Restated Certificate of Incorporation of AF as filed with the Delaware Secretary of

State on August 27 1996 incorporated herein by reference to Exhibit 3.1 to AFs Quarterly

Report on Form 10-Q for the quarterly period ended November 1996 File No 001-12107
3.2 Certificate of Designation of Series Participating Cumulative Preferred Stock of AF as filed with

the Delaware Secretary of State on July 21 1998 incorporated herein by reference to Exhibit 3.2 to

AFs Annual Report on Form 10-K for the fiscal year ended January 30 1999 File No 001-12107

3.3 Certificate of Decrease of Shares Designated as Class Common Stock as filed with the Delaware

Secretary of State on July 30 1999 incorporated herein by reference to Exhibit 3.3 to AFs
Quarterly Report on Form 10-Q for the quarterly period ended July 31 1999 File No 001-12107

3.4 Certificate regarding Approval of Amendment to Section 2.03 of Amended and Restated Bylaws of

Abercrombie Fitch Co by stockholders of Abercrombie Fitch Co at Annual Meeting of

Stockholders held on June 10 2009 incorporated herein by reference to Exhibit 3.1 to AFs
Current Report on Form 8-K dated and filed June 16 2009 File No 001-12107

3.5 Certificate regarding Approval of Addition of New Article IX of Amended and Restated Bylaws of

Abercrombie Fitch Co by Board of Directors of Abercrombie Fitch Co on June 10 2009
incorporated herein by reference to Exhibit 3.2 to AFs Current Report on Form 8-K dated and
filed June 16 2009 File No 001-12107

3.6 Amended and Restated Bylaws of AF reflecting amendments through June 10 2009
incorporated herein by reference to Exhibit 3.6 to AFs Quarterly Report on Form 10-Q for

the quarterly period ended August 2009 File No 001-12107

4.1 Rights Agreement dated as of July 16 1998 between AF and First Chicago Trust Company of

New York incorporated herein by reference to Exhibit to AFs Registration Statement on
Form 8-A dated and filed July 21 1998 File No 001-12107

4.2 Amendment No ito Rights Agreement dated as of April 21 1999 between AFand First Chicago
Trust Company of New York incorporated herein by reference to Exhibit to AFs Form 8-A

Amendment No dated April 23 1999 and filed April 26 1999 File No 001-12107
4.3 Certificate of adjustment of number of Rights associated with each share of Class Common Stock

dated May 27 1999 incorporated herein by reference to Exhibit 4.6 to AFs Quarterly Report on
Form 10-Q for the quarterly period ended July 31 1999 File No 001-12107

4.4 Appointment and Acceptance of Successor Rights Agent effective as of the opening of business on
October 2001 between AF and National City Bank incorporated herein by reference to Exhibit

4.6 to AFs Quarterly Report on Form 10-Q for the quarterly period ended August 2001

File No 001-12107

4.5 Amendment No dated as of June 11 2008 to the Rights Agreement dated as of July 16 1998
between AF and National City Bank as successor to First Chicago Trust Company of New York
as Rights Agent incorporated herein by reference to Exhibit 4.01 to AFs Form 8-A/A
Amendment No dated and filed June 12 2008 File No 001-12107

4.6 Appointment and Acceptance of Successor Rights Agent effective as of the opening of business on
November 2009 between AF and American Stock Transfer Trust Company LLC as
successor to National City Bank as Rights Agent incorporated herein by reference to Exhibit 4.6 to

AFs Form 8-A/A Amendment No dated and filed November 2009 File No 001-12107
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4.7 Credit Agreement dated as of April 15 2008 the Credit Agreement among Abercrombie

Fitch Management Co the Foreign Subsidiary Borrowers as defined in the Credit Agreement

from time-to-time party to the Credit Agreement AF the Lenders as defined in the Credit

Agreement from time-to-time party to the Credit Agreement National City Bank as co-lead

arranger co-bookrunner and Global Administrative Agent as the Swing Line Lender and an LC

Issuer J.P Morgan Securities Inc as co-leader arranger
co-bookrunner and as syndication

agent and each of Fifth Third Bank and Huntington National Bank as documentation agent

incorporated herein by reference to Exhibit 4.1 to AFs Current Report on Form 8-K dated and

filed April 18 2008 File No 001-12107

4.8 Guaranty of Payment Domestic Credit Parties dated as of April 15 2008 among AF each direct

and indirect Domestic Subsidiary as defined in the Guaranty of Payment of AF other than

Abercrombie Fitch Management Co and National City Bank as Global Administrative Agent

incorporated herein by reference to Exhibit 42 to AFs Current Report on Form 8-K dated and

filed April 18 2008 File No 001-12107

4.9 Joinder Agreement dated as of May 14 2008 between AFH Canada Stores Co as an Additional

Borrower and National City Bank as Global Administrative Agent incorporated herein by

reference to Exhibit 4.11 to AFs Quarterly Report on Form l0-Q for the quarterly period

ended May 2008 File No 001-12107

4.10 Joinder Agreement dated as of May 14 2008 between Abercrombie Fitch UK Limited as an

Additional Borrower and National City Bank as Global Administrative Agent incorporated herein

by reference to Exhibit 4.12 to AFs Quarterly Report on Form 10-Q for the quarterly period ended

May 2008 File No 001-12107

4.11 Joinder Agreement dated as of May 14 2008 between Abercrombie Fitch Europe S.A as an

Additional Borrower and National City Bank as Global Administrative Agent incorporated herein

by reference to Exhibit 4.13 to AFs Quarterly Report on Form 0-Q for the quarterly period ended

May 2008 File No 001-12107

4.12 Amendment No to Credit Agreement made as of December 29 2008 among Abercrombie

Fitch Management Co the Foreign Subsidiary Borrowers as defined in the Credit Agreement

AF the Lenders as defined in the Credit Agreement and National City Bank as the Swing Line

Lender an LC Issuer and Global Administrative Agent incorporated herein by reference to

Exhibit 4.11 to AFs Annual Report on Form 10-K for the fiscal year ended January 31 2009

File No 001-12107

4.13 Joinder Agreement dated as of May 22 2009 between AFH Japan G.K as an Additional

Borrower and National City Bank as Global Administrative Agent incorporated herein by

reference to Exhibit 4.12 to AFs Quarterly Report on Form 10-Q for the quarterly period

ended May 2009 File No 001-12107

4.14 Amendment No to Credit Agreement made as of June 16 2009 by and among Abercrombie

Fitch Management Co as borrower Abercrombie Fitch Europe SA Abercrombie Fitch

UK Limited AFH Canada Stores Co and AFH Japan G.K as foreign subsidiary borrowers

Abercrombie Fitch Co as guarantor National City Bank as Co-Lead Arranger Global

Agent Swing Line Lender an LC Issuer and Lender JP Morgan Chase Bank N.A as Co-Lead

Arranger Syndication Agent and Lender The Huntington National Bank as Lender National

City Bank Canada Branch as Canadian Lender J.P Morgan Chase Bank N.A Canada Branch

as Lender J.P Morgan Europe Limited as Lender Fifth Third Bank as Lender Bank of

America N.A as Lender Citizens Bank of Pennsylvania as Lender Sumitomo Mitsui Banking

Corporation as Lender U.S Bank National Association as Lender and PNC Bank National

Association as Lender incorporated herein by reference to Exhibit 4.1 to AFs Current Report

on Form 8-K dated and filed June 19 2009 File No 001-12 107
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10.1 Abercrombie Fitch Co Incentive Compensation Performance Plan incorporated herein by
reference to Exhibit 10.1 to AFs Current Report on Form 8-K dated and filed June 18 2007

File No 001-12 107

10.2 1998 Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive

Plan reflects amendments through December 1999 and the two-for-one stock split distributed

June 15 1999 to stockholders of record on May 25 1999 incorporated herein by reference to

Exhibit 10.2 to AFs Annual Report on Form 10-K for the fiscal year ended January 29 2000

File No 001-12 107

10.3 1998 Restatement of the Abercrombie Fitch Co 1996 Stock Plan for Non-Associate Directors

reflects amendments through January 30 2003 and the two-for-one stock split distributed June 15
1999 to stockholders of record on May 25 1999 incorporated herein by reference to Exhibit 10.3 to

AFs Annual Report on Form 10-K for the fiscal year ended February 2003 File No 001-12107

10.4 Abercrombie Fitch Co 2002 Stock Plan for Associates as amended and restated May 22 2003
incorporated herein by reference to Exhibit 10.4 to AFs Quarterly Report on Form 10-Q for the

quarterly period ended May 2003 File No 001-12107

10.5 Amended and Restated Employment Agreement entered into as of August 15 2005 by and

between AF and Michael Jeifries including as Exhibit thereto the Abercrombie Fitch Co
Supplemental Executive Retirement Plan Michael Jeffries effective February 2003
incorporated herein by reference to Exhibit 10.1 to AFs Current Report on Form 8-K dated

and filed August 26 2005 File No 001-12107

10.6 Employment Agreement entered into as of December 19 2008 by and between AF and Michael

Jeifries incorporated herein by reference to Exhibit 10.1 to AFs Current Report on Form 8-K

dated and filed December 22 2008 File No 001-12107

10.7 Abercrombie Fitch Co Directors Deferred Compensation Plan as amended and restated May
222003 as authorized by the Board of Directors of AF on December 17 2007 to become one

of two plans following the division of said Abercrombie Fitch Co Directors Deferred

Compensation Plan as amended and restated May 22 2003 into two separate plans effective

January 2005 and to be named the Abercrombie Fitch Co Directors Deferred Compensation
Plan Plan to govern amounts deferred within the meaning of Section 409A of the

Internal Revenue Code of 1986 as amended in taxable years beginning before January 2005 and

any earnings thereon incorporated herein by reference to Exhibit 10.7 to AFs Quarterly Report

on Form 10-Q for the quarterly period ended May 2003 File No 001-12107

10.8 Abercrombie Fitch Nonqualified Savings and Supplemental Retirement Plan January 2001

Restatement -- as authorized by the Compensation Committee of the AF Board of Directors on

August 14 2008 to become one of two sub-plans following the division of said Abercrombie Fitch

Nonqualified Savings and Supplemental Retirement Plan January 12001 Restatement into two sub-

plans effective immediately before January 2009 and to be named the Abercrombie Fitch Co
Nonqualifled Savings and Supplemental Retirement Plan to govern amounts deferred

within the meaning of Section 409A of the Internal Revenue Code of 1986 as amended before

January 12005 and any earnings thereon incorporated herein by reference to Exhibit 10.9 to AFs
Annual Report on Form 10-K for the fiscal year ended February 2003 File No 001-12107

10.9 First Amendment to the Abercrombie Fitch Co Nonqualified Savings and Supplemental
Retirement Plan Plan January 2001 Restatement as authorized by the Compensation
Committee of the AF Board of Directors on August 14 2008 and executed on behalf of AF on

September 2008 incorporated herein by reference to Exhibit 10.13 to AFs Quarterly Report on
Form 10-Q for the quarterly period ended August 2008 File No 001-12107
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10.10 Abercrombie Fitch Co Nonqualified Savings and Supplemental Retirement Plan 11as
authorized by the Compensation Committee of the AF Board of Directors on August 14 2008 to

become one of two sub-plans following the division of the Abercrombie Fitch Nonqualified

Savings and Supplemental Retirement Plan January 2001 Restatement into two sub-plans

effective immediately before January 2009 and to be named the Abercrombie Fitch Co

Nonqualified Savings and Supplemental Retirement Plan 11 terms to govern amounts deferred

within the meaning of Section 409A of the Internal Revenue Code of 1986 as amended in taxable

years beginning on or after January 2005 and any earnings thereoni incorporated herein by

reference to Exhibit 10.12 to AFs Quarterly Report on Form 10-Q for the quarterly period ended

August 2008 File No 001-12107

10.11 Abercrombie Fitch Co 2003 Stock Plan for Non-Associate Directors incorporated herein by

reference to Exhibit 10.9 to AFs Quarterly Report on Form 10-Q for the quarterly period ended

iMV uii1 ..T- IV\1 11fl7\
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10.12 Form of Restricted Shares Award Agreement also called Stock Unit Agreement used for grants under

the 1998 Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive

Plan prior to November 28 2004 incorporated herein by reference to Exhibit 10.11 to AFs
Quarterly Report on Form 0-Q for the quarterly period ended October 30 2004 File No 001-12107

10.13 Form of Restricted Shares Award Agreement No Performance-Based Goals used for grants under the

1998 Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive Plan

after November 28 2004 incorporated herein by reference to Exhibit 10.12 to AFs Quarterly

Report on Form 10-Q for the quarterly period ended October 30 2004 File No 001-12107

10.14 Form of Restricted Shares Award Agreement Performance-Based Goals used for grants
under the

1998 Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive Plan

after November 28 2004 incorporated herein by reference to Exhibit 10.13 to AFs Quarterly

Report on Form l0-Q for the quarterly period ended October 30 2004 File No 001-12107

10.15 Form of Stock Option Agreement Nonstatutory Stock Options used for grants under the 1998

Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive Plan

prior to November 28 2004 incorporated herein by reference to Exhibit 10.14 to AFs Quarterly

Report on Form 10-Q for the quarterly period ended October 30 2004 File No 001-12 107

10.16 Form of Stock Option Agreement Nonstatutory Stock Options used for grants under the 1998

Restatement of the Abercrombie Fitch Co 1996 Stock Option and Performance Incentive Plan

after November 28 2004 incorporated herein by reference to Exhibit 10.15 to AFs Quarterly

Report on Form 10-Q for the quarterly period ended October 30 2004 File No 001-12107

10.17 Form of Stock Option Agreement used for grants
under the 1998 Restatement of the Abercrombie

Fitch Co 1996 Stock Plan for Non-Associate Directors incorporated herein by reference to

Exhibit 10.16 to AFs Quarterly Report on Form 10-Q for the quarterly period ended October

30 2004 File No 001-12107

10.18 Form of Restricted Shares Award Agreement also called Stock Unit Agreement used for grants

under the Abercrombie Fitch Co 2002 Stock Plan for Associates prior to November 28 2004

incorporated herein by reference to Exhibit 10.17 to AFs Quarterly Report on Form l0-Q for the

quarterly period ended October 30 2004 File No 001-12107

10.19 Form of Restricted Shares Award Agreement used for grants under the Abercrombie Fitch Co

2002 Stock Plan for Associates after November 28 2004 and before March 2006 incorporated

herein by reference to Exhibit 10.18 to AFs Quarterly Report on Form l0-Q for the quarterly

period ended October 30 2004 File No 001-12107
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10.20 Form of Stock Option Agreement Nonstatutory Stock Options used for grants under the

Abercrombie Fitch Co 2002 Stock Plan for Associates prior to November 28 2004
incorporated herein by reference to Exhibit 10.19 to AFs

Quarterly Report on Form l0-Q for

the quarterly period ended October 30 2004 File No 001-12107
10.21 Form of Stock Option Agreement Nonstatutory Stock Options used for grants under the

Abercrombie Fitch Co 2002 Stock Plan for Associates after November 28 2004 and before

March 2006 incorporated herein by reference to Exhibit 10.20 to AFs Quarterly Report on
Form l0-Q for the quarterly period ended October 30 2004 File No 001-12107

10.22 Form of Stock Option Agreement used for grants under the Abercrombie Fitch Co 2003 Stock

Plan for Non-Associate Directors prior to November 28 2004 incorporated herein by reference to

Exhibit 10.21 to AFs Quarterly Report on Form l0-Q for the quarterly period ended October 30
2004 File No 001-12107

10.23 Form of Stock Option Agreement under the Abercrombie Fitch Co 2003 Stock Plan for Non-
Associate Directors after November 28 2004 incorporated herein by reference to Exhibit 10.22 to

AFs Quarterly Report on Form 10-Q for the quarterly period ended October 30 2004

File No 001-12107

10.24 Form of Stock Unit Agreement under the Abercrombie Fitch Co 2003 Stock Plan for Non-
Associate Directors entered into by AF in order to evidence the automatic grants of stock units

made on January 31 2005 and to be entered into by AF in
respect of future automatic grants of

stock units incorporated herein by reference to Exhibit 10.1 to AFs Current Report on Form 8-K
dated and filed

February 2005 File No 001-12107

10.25 Form of Restricted Shares Award Agreement used for grants under the Abercrombie Fitch Co
2002 Stock Plan for Associates on or after March 2006 incorporated herein by reference to

Exhibit 10.35 to AFs Annual Report on Form 10-K for the fiscal year ended January 28 2006
File No 001-12107

10.26 Form of Stock Option Agreement Nonstatutory Stock Options used for grants under the

Abercrombie Fitch Co 2002 Stock Plan for Associates on or after March 2006
incorporated herein by reference to Exhibit 10.36 to AFs Annual Report on Form 10-K for

the fiscal year ended January 28 2006 File No 001-12107
10.27 Abercrombie Fitch Co 2005 Long-Term Incentive Plan incorporated herein by reference to

Exhibit 10.1 to AFs Current Report on Form 8-K dated and filed June 17 2005 File No 001-12107
10.28 Form of Stock Option Agreement Nonstatutory Stock Option used for grants under the

Abercrombie Fitch Co 2005 Long-Term Incentive Plan prior to March 2006 incorporated
herein by reference to Exhibit 99.4 to AFs Current Report on Form 8-K dated and filed August 19
2005 File No 001-12107

10.29 Form of Restricted Stock Unit Award Agreement for Employees used for grants under the
Abercrombie Fitch Co 2005 Long-Term Incentive Plan prior to March 2006 incorporated
herein by reference to Exhibit 99.5 to AFs Current Report on Form 8-K dated and filed August 19
2005 File No 001-12107

10.30 Summary of Terms of the Aimual Restricted Stock Unit Grants to Non-Associate Directors of
Abercrombie Fitch Co to summarize the terms of the grants to the Board of Directors of AF
under the 2005 Long-Term Incentive Plan incorporated herein by reference to Exhibit 10.14 to AFs
Quarterly Report on Form lO-Q for the quarterly period ended August 2008 File No 001-12107

10.31 Summary of Compensation Structure for Non-Employee Members of Board of Directors of AF
effective August 2005 incorporated herein by reference to the discussion under the caption Non-
Employee Director Compensation in Item 1.01 Entry into Material Definitive Agreement of
AFs Current Report on Form 8-K dated and filed August 19 2005 File No 001-12107
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10.32 Change in Compensation Structure for Executive Committee Members effective August 2009

incorporated herein by reference to Exhibit 10.32 to AFs Quarterly Report on Form 10-Q for the

quarterly period ended October 31 2009 File No 001-12107

10.33 Form of Stock Option Agreement Nonstatutory Stock Option for Associates used for grants
under

the Abercrombie Fitch Co 2005 Long-Term Incentive Plan on or after March 2006

incorporated herein by reference to Exhibit 10.33 to AFs Annual Report on Form 10-K for

the fiscal year
ended January 28 2006 File No 001-12107

10.34 Form of Restricted Stock Unit Award Agreement for Associates used for grants under the

Abercrombie Fitch Co 2005 Stock Plan on or after March 2006 incorporated herein by

reference to Exhibit 10.34 to AFs Annual Report on Form 10-K for the fiscal year ended January

28 2006 File No 001-12107

10.35 Agreement between Ahercrombie Fitch Management Co and Michael Kramer executed by

each on July 22 2008 incorporated herein by reference to Exhibit 10.1 to AFs Current Report on

Form 8-K dated and filed July 24 2008 File No 001-12107

10.36 Trust Agreement made as of October 16 2006 between AF and Wilmington Trust Company

incorporated herein by reference to Exhibit 10.1 to AFs Current Report on Form 8-K dated and

filed October 17 2006 File No 001-12107

10.37 Abercrombie Fitch Co 2007 Long-Term Incentive Plan incorporated herein by reference to

Exhibit 10.2 to AFs Current Report on Form 8-K dated and filed June 18 2007 File No 001-

12107

10.38 Form of Stock Option Agreement to be used to evidence the grant of non-statutory stock options to

associates of AF and its subsidiaries under the Abercrombie Fitch Co 2007 Long-Term

Incentive Plan after August 21 2007 incorporated herein by reference to Exhibit 10.1 to AFs

Current Report on Form 8-K dated and filed August 27 2007 File No 001-12107

10.39 Form of Restricted Stock Unit Award Agreement to be used to evidence the grant of restricted stock

units to associates of AFand its subsidiaries under the Abercrombie Fitch Co 2007 Long-Term

Incentive Plan after August 21 2007 incorporated
herein by reference to Exhibit 10.2 to AFs

Current Report on Form 8-K dated and filed August 27 2007 File No 001-12107

10.40 Form of Restricted Stock Unit Award Agreement to be used to evidence the grant
of restricted stock units

to Executive Vice Presidents of AF and its subsidiaries under the Abercrombie Fitch Co 2005 Long-

Term Incentive Plan on and after March 2008 incorporated herein by reference to Exhibit 10.1 to

AFs Current Report on Form 8-K dated and filed March 2008 File No 001-12107

10.41 Abercrombie Fitch Co Associate Stock Purchase Plan Effective July 1998 incorporated

herein by reference to Exhibit to the Schedule 13D filed by Michael Jeffries on May 2006

10.42 Form of Stock Appreciation Right Agreement to be used to evidence the grant of stock appreciation

rights to associates employees of AF and its subsidiaries under the Abercrombie Fitch Co 2007

Long-Term Incentive Plan on and after February 12 2009 incorporated herein by reference to Exhibit

10.1 to AFs Current Report on Form 8-K dated and filed February 17 2009 File No 001-12107

10.43 Form of Stock Appreciation Right Agreement to be used to evidence the Semi-Annual Grants of

stock appreciation rights to Michael Jeifries under the Abercrombie Fitch Co 2007 Long-Term

Incentive Plan as contemplated by the Employment Agreement entered into as of December 19

2008 by and between AF and Michael Jeifries incorporated herein by reference to Exhibit 10.2

to AFs Current Report on Form 8-K dated and filed February 17 2009 File No 001-12107
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10.44 Stock Appreciation Right Agreement Grant Tranche made to be effective as of
December 19 2008 by and between AF and Michael Jeffries entered into to evidence first

tranche of Retention Grant covering 1600000 stock appreciation rights granted under the

Abercrombie Fitch Co 2007 Long-Term Incentive Plan as contemplated by the Employment
Agreement entered into as of December 19 2008 by and between AF and Michael Jeffries
incorporated herein by reference to Exhibit 10.3 to AFs Current Report on Form 8-K dated and
filed February 17 2009 File No 001-12107

10.45 Stock Appreciation Right Agreement Grant Tranche 21 by and between AF and
Michael Jeifries entered into effective as of March 2009 to evidence second tranche of
Retention Grant covering 1200000 stock appreciation rights granted under the Abercrombie
Fitch Co 2007 Long-Term Incentive Plan as contemplated by the Employment Agreement entered
into as of December 19 2008 by and between AF and Michael Jeffries incorporated herein by
reference to Exhibit 10.4 to AFs Current Report on Form 8-K dated and filed February 17 2009
File No 001-12107

10.46 Form of Stock Appreciation Right Agreement Grant Tranche by and between AF
and Michael Jeifries to be entered into effective as of September 2009 to evidence third tranche
of Retention Grant covering 1200000 stock appreciation rights to be granted under the
Abercrombie Fitch Co 2007 Long-Term Incentive Plan as contemplated by the Employment
Agreement entered into as of December 19 2008 by and between AF and Michael Jeifries
incorporated herein by reference to Exhibit 10.5 to AFs Current Report on Form 8-K dated and
filed February 17 2009 File No 001-12107

10.47 Form of Stock Appreciation Right Agreement to be used to evidence the grant of stock appreciation
rights to associates employees of Abercrombie Fitch Co and its subsidiaries under the
Abercrombie Fitch Co 2005 Long-Term Incentive Plan after February 12 2009
incorporated herein by reference to Exhibit 10.6 to AFs Current Report on Form 8-K dated
and filed

February 17 2009 File No 001-12107
10.48 Credit Line Agreement Borrower Agreement effective March 2009 signed on behalf of

Abercrombie Fitch Management Co incorporated herein by reference to Exhibit 10.1a toAFs Current Report on Form 8-K dated and filed March Il 2009 File No 001-12107
10.49 Credit Line Agreement Demand Facility effective March 2009 between Abercrombie

Fitch Management Co and UBS Bank USA incorporated herein by reference to Exhibit 10.1b toAFs Current Report on Form 8-K dated and filed March 11 2009 File No 001-12107
10.50 Addendum to Credit Line Account Application and Agreement effective March 2009 among

Abercrombie Fitch Management Co UBS Bank USA and UBS Financial Services Inc
incorporated herein by reference to Exhibit 10.1c to AFs Current Report on Form 8-K
dated and filed March 11 2009 File No 001-12107

10.51 Abercrombje Fitch Co Directors Deferred Compensation Plan Plan II as authorized by the
Board of Directors of AF on December 17 2007 to become one of two plans following the
division of the Abercrombie Fitch Co Directors Deferred Compensation Plan as amended and
restated May 22 2003 into two separate plans effective January 2005 and to be named
Abercrombie Fitch Co Directors Deferred Compensation Plan Plan II to governamounts deferred within the meaning of Section 409A of the Internal Revenue Code of 1986 as

amended in taxable years beginning on or after January 2005 and any earnings thereon
incorporated herein by reference to Exhibit 10.50 to AFs Annual Report on Form 10-K for the
fiscal year ended January 31 2009 File No 001-12 107
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10.52 Agreement between Abercrombie Fitch Management Co and Charles Kessler executed by

each on January 28 2010 incorporated herein by reference to Exhibit 10.1 to AFs Current Report

on Form 8-K dated and filed January 28 2010 File No 001-12107

12.1 Computation of Leverage Ratio and Coverage Ratio for the year
ended January 30 2010

14.1 Abercrombie Fitch Code of Business Conduct and Ethics as amended by the Board of Directors

of AF on August 21 2007 incorporated
herein by reference to Exhibit 14 to AFs Current

Report on Form 8-K dated and filed August 27 2007 File No 001-12107

21.1 List of Subsidiaries of the Registrant

23.1 Consent of Independent Registered Public Accounting Firm PricewaterhouseCoopers LLP

24.1 Powers of Attorney

31.1 Certifications by Principal Executive Officer pursuant to Rule 13a-14a or 15d-14a under the

Securities Exchange Act of 1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of

2002

31.2 Certifications by Principal Financial Officer pursuant to Rule 13a-14a or 15d-14a under the

Securities Exchange Act of 1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of

2002

32.1 Certifications by Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C

Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Management contract or compensatory plan or arrangement required to be filed as an exhibit to this

Annual Report on Form 10-K pursuant to Item 15a3 of this Annual Report on Form 10-K

The documents listed in Item 15a3 are filed with this Annual Report on Form 10-K as exhibits or

incorporated into this Annual Report on Form 10-K by reference

Financial Statement Schedules

None
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant

has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized

ABERCROMBIE FITCH CO

Jonathan Ramsden

Executive Vice President and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below

by the following persons on behalf of the registrant and in the capacities indicated on March 26 2010

Signature Title

Is MICHAEL JEFFRIES Chairman Chief Executive Officer and Director

Michael Jeffries

Director

James Bachmann

Director

Lauren Brisky

Director

Archie Griffin

Director

John Kessler

Is JONATHAN RAMSDEN
Jonathan Ramsden

Elizabeth Lee

Edward Limato

Robert Rosholt

Director

Craig Stapleton

The undersigned by signing his name hereto does hereby sign this Annual Report on Form 10-K on

behalf of each of the above-named directors of the registrant pursuant to powers of attorney executed by

such directors which powers of attorney are filed with this Annual Report on Form 10-K as exhibits in

the capacities as indicated and on March 26 2010

Appointed to the Board of Directors on March 25 2010

By Is JONATHAN RAMSDEN

Jonathan Ramsden

Attorney-in-fact

Date March 26 2010 By Is JONATHAN RAMSDEN

Executive Vice President and Chief Financial Officer Principal

Financial Officer and Principal Accounting Officer

Director

Director

Director
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CORPORATE INFORMATION
Abercrombie Fitch Co
6301 Fitch Path

New Albany Ohio 43054

614 283-6500

www.abercrombie.com

ANNUAL MEETING
The Annual Meeting of Stockholders

is scheduled for 1000 a.m Eastern

Daylight Savings Time

Wednesday June 2010

at Abercrombie Fitch Headquarters

6301 Fitch Path New Albany Ohio 43054

STOCK EXCHANGE LISTING
New York Stock Exchange

Trading Symbol ANF
commonly listed in

newspapers as AberFit

INDEPENDENT AUDITORS

PricewaterhouseCoopers LLP

Columbus Ohio

OUR COMMITMENT TO INCLUSION

INVESTOR RELATIONS
For further information about Abercrombie

Fitch Co or additional copies of this

report contact

Eric Cerny Manager of Investor Relations

Abercrombie Fitch Co
P.O Box 182168

Columbus Ohio 43218

You may also contact us by sending an

email to

Investor_Relations@abercrombie.com

or by visiting the Investor Relations section

of our Web site

STOCK TRANSFER AGENT
REGISTRAR AND DIVIDEND AGENT
American Stock Transfer Trust Company
LLC

6201 15th Avenue

Brooklyn New York 11219

At Abercrombie Fitch we are committed to increasing and leveraging the diversity of our associates

and management team across the organization

Those differences are supported through culture of inclusion so that we understand our customers

operate more efficiently capitalize on the talents of our workforce generate innovative ideas and represent
the communities in which we do business

To ensure that we effectively manage diversity throughout the organization we established an Executive

Diversity Council comprised of senior leaders across multiple business units including sourcing stores

information technology human resources merchandising and the distribution centers



MICHAEL JEFFRIES

JAMES BACHMANN

LAUREN BRISKY

ARCHIE GRIFFIN

JOHN KESSLER

ELIZABETH LEE

EDWARD LIMATO

ROBERT ROSHOLT

CRAIG STAPLETON

BOARD OF DIRECTORS

Chairman and Chief Executive Officer

Retired Managing Partner of Columbus Ohio Office Ernst

Young LLP

Retired Vice Chancellor for Administration and Chief Financial

Officer Vanderbilt University

President and Chief Executive Officer The Ohio State

University Alumni Association Inc

Owner John Kessler Company real estate development

company

Head of School Columbus School for Girls in Columbus Ohio

Senior Vice President William Morris Endeavor Entertainment

LLC talent and literary agency

Retired Executive Vice President and Chief Financial Officer

Nationwide Mutual Insurance Company

Former United States Ambassador to France and to the Czech

Republic

Executive Officer of the Company



Abercrombie Fitch Co
6301 Fitch Path

New Albany Ohio 43054

614 283-6500

May 10 2010

Dear Fellow Stockholders

You are cordially invited to attend the Annual Meeting of Stockholders to be held at 1000 a.m Eastern

Daylight Saving Time on Wednesday June 2010 at our executive offices located at 6301 Fitch Path

New Albany Ohio 43054 hope that you will all be able to attend and partjcipate
theAnnual Meetmg at

which time will have the opportunity to review the business and operations of our Company

The formal Notice of Annual Meeting of Stockholders and Proxy Statement are attached and the matters

to be acted upon by our stockholders are described in them

It is important that your shares be represented and voted at the Annual Meeting Accordingly after

reading the attached Proxy Statement please complete date sign and return the accompanying form of

proxy Alternatively you may vote electronically through the Internet or by telephone in accordance with the

instructions on your form of proxy Your vote is important regardless of the number of shares you own

Sincerely yours

Michael Jeifries

Chairman and Chief Executive Officer



Abercrombie Fitch Co
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

May 10 2010

TO OUR STOCKHOLDERS

Notice is hereby given that the 2010 Annual Meeting of Stockholders the Annual Meeting of

Abercrombie Fitch Co the Company will be held at the executive offices of the Company located at

6301 Fitch Path New Albany Ohio 43054 on Wednesday June 2010 at 1000 a.m Eastern Daylight

Saving Time for the following purposes

To elect three directors each to serve for term of three years to expire at the Annual Meeting of

Stockholders to be held in 2013 and to elect one director to serve for term to expire at the

Annual Meeting of Stockholders to be held in 2011

To ratify the appointment of PricewaterhouseCoopers LLP as the Companys independent

registered public accounting firm for the fiscal year ending January 29 2011

To approve the Abercrombie Fitch Co 2010 Long-Term Incentive Plan

To act on three stockholder proposals if the stockholder proposals are properly presented at the

Annual Meeting

To transact any other business that properly comes before the Annual Meeting or any adjourn

ment or postponement of the Annual Meeting

Your Board of Directors recommends that you vote FOR the election of the director nominees

listed in the Companys Proxy Statement for the Annual Meeting under the section captioned ELEC
TION OF DIRECTORS FOR the ratification of the appointment of PricewaterhouseCoopers LLP as

the Companys independent registered public accounting firm for the fiscal year ending January 292011
FOR the Abercrombie Fitch Co 2010 Long-Term Incentive Plan and AGAINST the stockholder

proposals described in the Companys Proxy Statement for the Annual Meeting if the stockholder

proposals are properly presented for consideration at the Annual Meeting

If you were stockholder of record as shown by the transfer books of the Company at the close of

business on April 132010 you will be entitled to receive notice of and to vote at the Annual Meeting or at any

adjournment or postponement of the Annual Meeting



Our Investor Relations telephone number is 614 283-6500 should you wish to obtain directions to our
executive offices in order to attend the Annual Meeting and vote in person Directions to our executive offices

may also be found on our website www.abercrombie.com on the Investors page under the Directions ToAF link

By Order of the Board of Directors

Michael Jeffries

Chairman and Chief Executive Officer

PLEASE COMPLETE DATE AND SIGN THE ACCOMPANyING FORM OF PROXY ANDRETURN iT iN THE ENVELOPE PROVIDED AS PROMPTLY AS POSSIBLE WHETHEROR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING ALTERNATiVELy SUBMITYOUR VOTING INSTRUCTIONS ELECTRONICALLY VIA THE INTERNET OR
TELEPHONICALLY PLEASE SEE THE PROXY STATEMENT AND FORM OF PROXYFOR DETAILS ABOUT ELECTRONIC VOTING IF YOU LATER DECIDE TO REVOKEYOUR PROXY FOR ANY REASON YOU MAY DO SO iN THE MANNER DESCRIBED INTHE ArFACHED PROXY STATEMENT



Abercrombie Fitch Co
6301 Fitch Path

New Albany Ohio 43054

614 283-6500

PROXY STATEMENT

Dated May 10 2010

ANNUAL MEETING OF STOCKHOLDERS

To Be Held On June 2010

This Proxy Statement is being furnished to stockholders of Abercrombie Fitch Co the Company in

connection with the solicitation of proxies by the Companys Board of Directors the Board for use at the

Annual Meeting of Stockholders to be held on Wednesday June 2010 the Annual Meeting or at any

adjournment or postponement of the Annual Meeting The Annual Meeting will be held at 1000 a.m Eastern

Daylight Saving Time at the Companys executive offices located at 6301 Fitch Path New Albany Ohio 43054
This Proxy Statement and the accompanying form of

proxy were first sent or given to stockholders on or about

May 10 2010

form of proxy for use at the Annual Meeting accompanies this Proxy Statement and is solicited by the

Board You may ensure your representation at the Annual Meeting by completing signing dating and

promptly returning the accompanying form of proxy return envelope which requires no postage if mailed

in the United States has been provided for your use Alternatively you may give voting instructions

electronically via the Internet or by using the toll-free telephone number stated on the form of proxy The

deadline for stockholders to transmit voting instructions
electronically via the Internet or telephonically is

1159p.m Eastern Daylight Saving Time on June 2010 The Internet and telephone voting procedures are

designed to authenticate stockholders identities to allow stockholders to give their voting instructions and to

confirm that stockholders voting instructions have been properly recorded If you vote through the Internet

you should understand that there may be costs associated with electronic access such as usage charges from
Internet access providers arid telephone companies that will be borne by you

Stockholders holding shares in street name with broker/dealer financial institution or other holder of

record should review the information provided to them by the holder of record This information will describe

the procedures to be followed in instructing the holder of record how to vote the street name shares and how
to revoke previously given instructions

If you are registered stockholder you may revoke
your proxy at any time before it is actually voted at

the Annual Meeting by giving notice of revocation to the Company in writing by accessing the designated
Internet site prior to the deadline for transmitting voting instructions electronically by using the toll-free

number stated on the form of proxy prior to the deadline for transniltting voting instructions electronically or

by attending the Annual Meeting and giving notice of revocation in person You may also change your vote by
choosing one of the following options executing and returning to the Company later-dated form of proxy

submitting later-dated vote through the designated Internet site or the toll-free telephone number stated on
the form of proxy prior to the deadline for transmitting voting instructions electronically or voting at the

Annual Meeting Attending the Annual Meeting will not by itself revoke your proxy



The Company will pay the costs of preparing assembling printing and mailing this Proxy Statement the

accompanying form of proxy and any other related materials and all other costs incurred in connection with

the solicitation of proxies on behalf of the Board other than the Internet access and telephone usage charges

mentioned above Although the Company is soliciting proxies by mailing the proxy materials to stockholders

proxies may be solicited by Company employees or as referred to by the Company associates via mail or

by telephone facsimile electronic transmission or personal contact without additional compensation The

Company has retained Laurel Hill New York New York to aid in the solicitation of proxies with respect to

shares held by broker/dealers financial institutions and other custodians fiduciaries and nominees for fee

of approximately $8000 plus expenses The Company will reimburse its transfer agent broker/dealers

fmancial institutions and other custodians fiduciaries and nominees for their reasonable costs in sending

proxy materials to stockholders

The Companys Annual Report on Form 10-K for the fiscal year ended January 30 20J0 Fiscal 2009
is being delivered with this Proxy Statement

VOTING AT THE ANNUAL MEETING

The shares entitled to vote at the Annual Meeting consist of shares of the Companys Class Common
Stock par value $0.01 per share the Common Stock with each share entitling the holder of record to one

vote There are no cumulative voting rights in the election of directors At the close of business on April 13
2010 the record date for the Annual Meeting there were 88196508 shares of Common Stock outstanding

quorum for the Annual Meeting is one-third of the outstanding shares of Common Stock

The results of stockholder voting will be tabulated by the inspectors of election appointed for the Annual

Meeting Shares of Common Stock represented by properly executed proxies returned to the Company prior

to the Annual Meeting or represented by properly authenticated Internet or telephone voting instructions will

be counted toward the establishment of quorum for the Annual Meeting

Those shares of Common Stock represented by properly executed proxies or properly authenticated

Internet or telephone voting instructions that are received prior to the Annual Meeting and not subsequently

revoked will be voted as directed by the stockholders All valid proxies received prior to the Annual Meeting
which do not specify how shares of Common Stock are to be voted will be voted FOR the ratification of the

appointment of PricewaterhouseCoopers LLP as the Companys independent registered public accounting

firm for the fiscal
year ending January 29 2011 and except

in the case of broker non-votes FOR the

election as directors of the Company of the nominees of the Board listed under the section captioned

ELECTION OF DIRECTORS FOR the approval of the Abercrombie Fitch Co 2010 Long-Term
Incentive Plan and AGAINST each of the three stockholder proposals if such stockholder proposal is

properly presented at the Annual Meeting No appraisal rights exist for any action proposed to be taken at the

Annual Meeting

Under the applicable rules of the New York Stock Exchange NYSE the ratification of the

Companys independent registered public accounting fn-m is considered routine item upon which

broker/dealers who hold their clients shares of Common Stock in Street name may vote the shares in

their discretion on behalf of their clients if those clients have not furnished voting instructions within the

required time frame before the Annual Meeting Under applicable NYSE rules the uncontested election of

directors the approval of the Abercrombie Fitch Co 2010 Long-Term Incentive Plan and the stockholder

proposals are not considered routine items and broker/dealers may not vote on any non-routine item

without voting instructions from their clients broker non-vote occurs when broker/dealer holding



shares of Common Stock for client is unable to vote on proposal because the proposal is non-routine and

the client does not provide any voting instructions Accordingly if your shares are held in street name and you
do not properly instruct your broker/dealer how to vote on these matters your shares will not be voted with

respect to any non-routine items

NOTICE REGARDING INTERNET AVAILABILiTY OF PROXY MATERIALS

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of

Stockholders of Abercrombie Fitch Co to be Held on June 2010 This Proxy Statement the Notice

of Annual Meeting of Stockholders sample form of the proxy sent or given to stockholders by the Company
and the Companys Annual Report on Form 10-K for the fiscal year ended January 30 2010 are available at

www.proxyvote.com

Our Investor Relations telephone number is 614 283-6500 should you wish to obtain directions to our

executive offices in order to attend the Annual Meeting and vote in person Directions to our executive offices

may also be found on our website www.abererombie.com on the Investors page under the Directions To

AF link

ELECTION OF DIRECTORS

There are currently nine directors three in the class whose terms expire at the Annual Meeting three

in the class whose terms expire in 2011 and three in the class whose terms expire in 2012

Four directors are standing for election at the Annual Meeting Except for Elizabeth Lee who was

appointed on March 25 2010 to fill vacancy in the class of directors whose terms expire at the annual

meeting of stockholders in 2011 directors elected at the Annual Meeting will hold office for three-year term

expiring at the annual meeting of stockholders in 2013 or until their successors are elected and qualified

Ms Lee upon election at the Annual Meeting will hold office through the term of her class which expires at

the 2011 annual meeting of stockholders or until her successor is elected and qualified The nominees of the

Board for election as directors at the Annual Meeting each of whom was recommended by the Nominating

and Board Governance Committee are identified below The individuals named as proxies in the form of

proxy solicited by the Board intend to vote the shares of Common Stock represented by the proxies received

under this solicitation for the Boards nominees unless otherwise instructed If any nominee who would

otherwise receive the required number of votes becomes unable or unwilling to serve as candidate for

election as director the individuals designated to vote as proxies will have full discretion to vote the shares

of Common Stock represented by the proxies they hold for the election of the remaining nominees and for the

election of any substitute nominee designated by the Board upon recommendation by the Nominating and

Board Governance Committee The Board has no reason to believe that any of the Boards nominees will be

unable or unwilling to serve as director if elected

In an uncontested election of directors which the Company believes will be the case at the Annual

Meeting each nominee must be elected by majority of the votes cast i.e the votes cast for such nominees

election must exceed the votes cast against such nominees election Broker non-votes if any and

abstentions will not be treated as votes cast Proxies may not cast votes for more than four nominees

The Board has adopted resignation policy included in the Companys Corporate Governance

Guidelines which requires that an incumbent director who receives less than majority of the votes cast



in an uncontested election tender his or her resignation and outlines the procedures by which the Board will

consider whether to accept such resignation The resignation policy provides

director who fails to receive the required number of votes for re-election must offer to resign

the Nominating and Board Governance Committee and the Board will evaluate any such resignation in

light of the best interests of the Company and its stockholders in determining whether to accept or

reject the resignation or whether other action should be taken and may consider any factors they deem
relevant in making such determination

if the Board does not accept the resignation the director who offered to resign will continue to serve on
the Board until the next annual meeting at which such directors class is to be considered for election

and until the directors successor is elected and qualified or until the directors death resignation or

removal

if the Board accepts the resignation the Nominating and Board Governance Committee will

recommend to the Board whether to fill the resulting vacancy or to reduce the size of the Board and

the Board must publicly disclose its decision regarding the resignation within 90 days after the results

of the election are certified



Nominees

The information set forth in the table below concerning the principal occupation other affiliations and

business experience as of April 13 2010 of each nominee for election as director has been furnished to the

Company by each nominee

Director
Name Age Business Experience During Past Five Years and Other Information Since

Nominees for Term Expiring at the 2013 Annual Meeting

Edward Limato 73 Mi Limato has served as Senior Vice President at 2003

William Morris Endeavor Entertainment LLC talent

and literary agency since the April 2009 merger of

William Morris Agency LLC and Endeavor Talent

Agency Prior to that merger Mr Limato had served as

Senior Vice President at William Morris Agency LLC
since August of 2007 Mr Limato originally joined the

Ashley Famous Agency which subsequently became

IFA one of the predecessor agencies of International

Creative Management Inc 1CM Mr Limato worked

at 1CM until 1978 and then was senior executive at

William Morris Agency before rejoining 1CM in 1988

where he served as Co-President from August 1999 until

June 2007 Mr Limato returned to William Morris

Agency in August of 2007 Mr Limato personally

represents many important actors and movie stars and

his company also
represents numerous directors and

artists in theater music and publishing Mr Limato has

also served as member of the Foundation Committee

for the Motion Picture Television Fund Foundation

since 2005 and as member of the Board of Directors

of the American Cinematheque since 2003

Through his long career in the Hollywood entertainment

field Mr Limato has vast knowledge of popular culture

and talent management The latter in particular provides

valuable insights in his role as member of the

Compensation Committee



Director
Name Age Business Experience During Past Five Years and Other Information Since

Robert Rosholt 60 Mi Rosholt is the retired Executive Vice President and 2008

Chief Financial Officer of Nationwide Mutual Insurance

Company where he served from October 2002 to April

2008 He also served as Executive Vice President

Chief Finance and Investment Officer of Nationwide

Mutual Insurance Company and several other companies
within the Nationwide organization from October 2002

to December 2005 Prior to joining Nationwide

Mr Rosholt served as Executive Vice President of Aon

Corporation provider of risk management retail

reinsurance and wholesale brokerage claims

management and human capital consulting services

from September 2000 to October 2002 During portion
of that time he also served as Chief Operating Officer

of the United States brokerage business Mr Rosholt

also held various positions at First Chicago Corporation

and its successor companies including Bank One from

June 1974 to May 2000 ultimately serving as Chief

Financial Officer where he had oversight of capital and

asset liability management as well as proprietary

investment activities Mr Rosholt has also served as

director of HCC Insurance Holdings Inc since August
2008 and serves as member of its Audit Committee

Mr Rosholt has also served as director of Houston

Casualty Company subsidiary of HCC Insurance

Holdings Inc since 2008 Mr Rosholt has also served

as an advisory board member of Alvarez Marsal

Financial Industry Advisory Services since

Febniary 2009

Upon the recommendation of the Nominating and Board

Governance Committee the Board elected Mr Rosholt

as director on June 11 2008 Mr Rosholt had been
recommended to the Nominating and Board Governance

Committee by non-management director of the

Company

Mr Rosholts experience as Chief Financial Officer of

Fortune 500 company and his financial expertise have

been extremely valuable Mr Rosholt was also very
involved in developing Nationwide Mutual Insurance

Companys risk management strategy and enterprise risk

management process and he has provided valuable

insights to the Company as it engages in similar

reviews



Director
Name Age Business Experience During Past Five Years and Other Information Since

Craig Stapleton 64 Mr Stapleton served as United States Ambassador to 2009

France from 2005 to 2009 He also served as

United States Ambassador to the Czech Republic from

2001 until 2004 Mr Stapleton served as President of

Marsif and McLennan Real Estate Advisors of New
York commercial real estate firm from 1982 until

2001 He has been co-owner of the St Louis Cardinals

baseball team since July 2009 and was co-owner of

the Texas Rangers baseball team from 1989 until 1998

Mr Stapleton has served as senior advisor at Stone

Point Capital private equity firm since June 2009 He
has also served as member of the Board of Directors

of the George Bush Library and Foundation since

January 2006 and as member of the Board of

Directors the National September Ii Memorial and

Museum at the World Trade Center since January 2009

Upon the recommendation of the Nominating and Board

Governance Committee the Board elected Mr Stapleton

as director on February 12 2009 Mr Stapleton had

been recommended to the Nominating and Board

Governance Committee by non-management director

of the Company

Mr Stapleton fills need for international expertise that

was identified by the Board in its annual self-evaluation

process His experience as United States Ambassador to

the Czech Republic and to France and his years living in

Europe have provided valuable perspective as the

Company continues its significant international

expansion Mr Stapleton was recently appointed as the

Companys first Lead Independent Director

Nominee for Term Expiring at the 2011 Annual Meeting

Elizabeth Lee 66 Ms Lee has served as the Head of School of Columbus 2010

School for Girls in Columbus Ohio since June 2009
She also served as Interim Head of School of Porter

Gaud School in Charleston South Carolina and Trinity

Episcopal School in Austin Texas between 2004 and

2009 and as the Headmistress of The Hockaday School

in Dallas Texas from 1990 until 2004 Ms Lee was

past president of the National Association of Principals

of Schools for Girls and the Country Day School

Headmasters Association as well as former board

member of the National Association of Independent

Schools NAIS and the Educational Records Bureau

among many other organizations



Director
Name Age Business Experience During Past Five Years and Other Information Since

Upon the recommendation of the Nominating and Board

Governance Committee the Board elected Ms Lee as

director on March 25 2010 Ms Lee had been

recommended to the Nominating and Board Governance

Committee by non-management director of the

Company

As nationally recognized educator and leader in the

field of secondary education Ms Lee brings valuable

insights into the perspectives of teenage boys and

especially girls that the Board believes will be

beneficial Her extensive service with non-profit

organizations and her involvement in issues of diversity

and human rights will be valuable in her role as

member of the Corporate Social
Responsibility

Committee

THE BOARD RECOMMENDS VOTE FOR EACH OF THE
NOMINEES IDENTIFIED ABOVE



Continuing Directors

The information set forth in the table below concerning the principal occupation other affiliations and

business experience as of April 13 2010 of each continuing director has been furnished to the Company by

each director

Director

Name Age Business Experience During Past Five Years and Other Information Since

Directors Whose Terms Continue until the 2011 Annual Meeting

Lauren Brisky 59 Ms Brisky retired February 2009 as the Vice 2003

Chancellor for Administration and Chief Financial

Officer of Vanderbilt Universily after serving 10 years

in that capacity As the Vice Chancellor for

Administration and Chief Financial Officer she served

as the financial liaison for Vanderbilt Universitys Audit

Budget and Executive Committees and was responsible

for Vanderbilt Universitys fmancial management as well

as administrative infrastructure which included such

areas as facilities and construction human resources

information systems and business operations She served

as Associate Vice Chancellor for Finance of Vanderbilt

University from 1988 until her 1999 appointment to

Vice Chancellor Ms Brisky has also held positions at

the University of Pennsylvania Cornell University and

North Carolina State University She serves as Chair of

the Board of Trustees for Simmons College where she

has served as member of the Board since 2000
Ms Brisky has also served on the Tuition Plan

Consortium Board since 2005 and as member of the

Board of Directors of the Metropolitan Sports Authority

of Nashville since 2004

Ms Brisky has valuable experience as Chief Financial

Officer of Vanderbilt University where she also was

responsible for the universitys human resources Her

financial expertise and her knowledge of college-age

students group that comprises significant portion of

the Companys target customers and its store associate

recruitment base has been valuable



Director

Name Age Business Experience During Past Five Years and Other Information Since

Archie Griffin 55 Mr Griffin has been the President and Chief Executive 2000

Officer of The Ohio State University Alumni

Association Inc since January 2004 and an ex-officio

member of the Board of Directors of The Ohio State

University Foundation since January 2004 Mr Griffin

will become Senior Vice President of Alumni Relations

at The Ohio State University effective July 2010
Mr Griffin served as the Associate Director of Athletics

at The Ohio State University from 1994 to 2003 after

serving more than nine years in various positions within

the Athletic and Employment Services Departments at

The Ohio State University Mr Griffin has also servedas

director of Motorists Mutual Insurance Company since

1991 and the Ohio Auto Club since 1992 Mr Griffin

has also served as member of The Columbus

Metropolitan Library Foundation Boafd of Trustees

since 2006 the Columbus Recreation and Parks

Commission since 2001 the Governing Committee for

The Columbus Foundation since 2003 and the Board of

the Columbus Youth Foundation Vice Chair since

1991

Mr Griffin is one of the most well-respected and well-

recognized individuals in the State of Ohio As President

and Chief Executive Officer of The Ohio State

University Alumni Association Inc he spends

significant amount of time with the Companys target

customer and recruiting base Mr Griffins lengthy

service on the Board and institutional knowledge of the

Company have also been valuable

10



Director

Name Age Business Experience During Past Five Years and Other Information Since

Directors Whose Terms Continue until the 2012 Annual Meeting

James Bachmann 67 Mt Bachrnann retired in 2003 as Managing Partner of 2003

the Columbus Ohio office of Ernst Young LLP after

serving.in various management and audit engagement

partner roles in his 36 years with the firm

Mr Bachmann also serves as the lead independent

director and Chair of the Audit Committee of Lancaster

Colony Corporation company which manufactures and

markets food products and for which he has served as

director since 2003 Mr Bachmann has also served as

public member of the Audit Committee for The Ohio

state University since 2006 as thember of the Board

of Trustees for The Ohio State University Hospital since

2004 as an honorary non-voting member of the Board

of Trusteesfor The Columbus Museum of Art since

2003 and as member of the Board of Directors for the

Jeanne McCoy Community Center for the Arts

since 2009

Mr Bachmann has significant public company

accounting and financial expertise that have been

valuable to the Company and to the Audit Committee

His operational experience as the Managing Partner of

Ernst Youngs Columbus Ohio office has also

provided the Company with valuable operational

insights

Michael Jeifries 65 Mr Jeffnes has served as Chairman of the Company 1996

since May 1998 and as Chief Executive Officer of the

Company since February 1992 From February 1992

until May 1998 Mr Jeifries held the title of President of

the Company Pursuant to the terms of the Employment

Agreement entered into as of December 19 2008
between the Company and Mr Jeifries the Company is

obligated to cause Mr Jeifries to be nominated as

director of the Company during his employment term

Mr Jeffries is the founder of the current

Abercrombie Fitch brand and has been the

Companys Chief Executive Officer since 1992 As both

the principal executive officer and senior creative talent

Mr Jeifries has more knowledge of the Companys

operations than any other individual
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Director

Name Age Business Experience During Past Five Years and Other Information Since

John Kessler 74 Mr Kessler has been the owner of John Kessler 1998

Company real estate development company since

1972 and Chairman of The New Albany Company
real estate development company since 1988

Mr Kessler has also served as director of Commercial

Vehicle Group Inc since 2008 director of Columbus

Regional Airport Authority since 1991 and member of

the Advisory Board of The John Glenn School of Public

Affairs at The Ohio State University since 2009

As member of the Columbus Partnership which

includes many of the citys corporate and community

leaders Mr Kessler has significant knowledge of

cultural political and community issues in Central Ohio
where the Companys headquarters are located

Mr Kesslers knowledge of real estate issues not only

in Central Ohio but throughout the United States has

been valuable to the Company as has his institutional

knowledge of the Company

Certain Relationships and Related fransactions

Review Approval or Ratification of Transactions with Related Persons

The Board has adopted the Abcrcrombie Fitch Co Related Person Transaction Policy the Policy
which is administered by the Nominating and Board Governance Committee and the Companys General Counsel

copy of the Policy is posted on the Corporate Governance
page of the Companys website at

www.abercrombie.com accessible through the Investors page The Policy applies to any transaction arrange
ment or relationship or any series of similar transactions arrangements or relationships in which the Company or

one of its subsidiaries participates the amount involved exceeds or is expected to exceed $120000 and related

person had has or will have direct or indirect interest Pursuant to the Policy related person is any person

who is or was an executive officer director or director nominee of the Company or an immediate

family member of any such individual at any time since the beginning of the Companys last fiscal

year or

who at the time of the occurrence or at any time during the existence of the transaction is the

beneficial owner of 5% or more of the Companys outstanding shares of Common Stock or an

immediate family member of beneficial owner of 5% or more of the Companys outstanding

Common Stock

Each director director nominee or executive officer of the Company must notify the Companys General

Counsel in writing of any interest that such individual or an immediate family member of such individual had
has or may have in related person transaction Each director director nominee and executive officer will

also complete questionnaire on an annual basis designed to elicit information about potential related person
transactions In addition any related person transaction proposed to be entered into by the Company or one of

its subsidiaries must be reported by the Companys management to the Companys General Counsel Any
potential related person transaction that is raised will be analyzed by the Companys General Counsel in
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consultation with management and with outside counsel as appropriate to determine whether the transaction

arrangement or relationship does in fact constitute related
person

transaction requiring compliance with

the Policy

Pursuant to the Policy all related person transactions other than those deemed to be pre-approved or

ratified under the terms of the Policy will be referred to the Nominating and Board Governance Committee

for approval or disapproval ratification revision or termination Whenever practicable related person

transaction is to be reviewed and approved or disapproved by the Nominating and Board Governance

Committee prior to the effective date or consummation of the transaction If the Companys General Counsel

determines that advance consideration of related
person

transaction is not practicable the Nominating and

Board Governance Committee will review and in its discretion may ratify the transaction at the Committees

next meeting If the Company becomes aware of related
person

transaction not previously approved under

the Policy the Nominating and Board Governance Committee will promptly review the transaction including

the relevant facts and circumstances and evaluate all options available to the Company including ratification

revision termination or rescission of the transaction and take the course of action the Committee deems

appropriate under the circumstances

No director may participate in any approval or ratification of related person transaction in which the

director or an immediate family member of the director is involved The Nominating and Board Governance

Committee may only approve or ratify those transactions that the committee determines to be in the

Companys best interests In making this determination the Nominating and Board Governance Committee

will review and consider all relevant information available to it including

the related persons interest in the transaction

the approximate dollar value of the transaction

the approximate dollar value of the related persons interest in the transaction without considering the

amount of any profit or loss

whether the transaction was undertaken in the ordinary course of the business of the Company or the

applicable subsidiary of the Company

whether the terms of the transaction are no less favorable to the Company or the applicable subsidiary

of the Company than terms that could be reached with an unrelated third party

the purpose of the transaction and its potential benefits to the Company or the applicable subsidiary of

the Company

the impact of the transaction on the related persons independence and

any other information regarding the transaction or the related
person

that would be material to

investors in light of the circumstances

Any related person transaction previously approved or ratified by the Nominating and Board Gover

nance Committee or otherwise already existing that is ongoing in nature is to be reviewed by the Nominating

and Board Governance Committee annually

13



Pursuant to the terms of the Policy the following related person transactions are deemed to be pre

approved or ratified as appropriate by the Nominating and Board Governance Committee even if the

aggregate amount involved would exceed $120000

interests arising solely from ownership of the Companys Common Stock if all stockholders receive

the same benefit on pro rata basis

compensation to an executive officer of the Company as long as the executive fficer is not an

immediate family member of another executive officer or director of the Company and the com
pensation has been approved or recommended to the Board for approval by the Compensation

Committee

compensation to director for services as director if the compensation is required to be reported in

the Companys proxy statement

interests deriving solely from related persons position as director of another corporation or

organization that is party to the transaction

interests deriving solely from the related persons direct or indirect ownership of less than 10% of the

equity interest other than general partnership interest in another
person which is party to the

transaction and

transactions involving competitive bids

The Code of Business Conduct and Ethics adopted by the Board also addresses the potential conflicts of

interest which may arise when director officer or associate has an interest in transaction to which the

Company or one of its subsidiaries is party If potential conflict of interest arises concerning an officer or

director of the Company all information regarding the issue is to be reported to the Companys General

Counsel for review and if appropriate or required under the Companys policies including the Companys
Related Person Transaction Policy submitted to the Nominating and Board Governance Committee for

review and disposition

Transactions with Related Persons

Pursuant to the indemnification provisions contained in the Companys Amended and Restated Bylaws
the Company is paying the legal fees incurred by current and former executive officers and directors in

connection with the lawsuits against the Company and the derivative lawsuits on behalf of the Company
described in the section captioned Certain Legal Proceedings During Fiscal 2009 the Company
advanced approximately $870000 for such fees on behalf of such current and former executive officers

and directors Each such current or former executive officer or director has undertaken to repay to the

Company any expenses advanced by the Company should it be ultimately determined that the executive

officer or director was not entitled to indemnification by the Company The Company expects to be

reimbursed for most of these fees under one or more of its insurance policies

Director Independence

The Board has reviewed considered and discussed each directors and each director nominees

relationships both direct and indirect with the Company and its subsidiaries in order to determine whether

such director or director nominee meets the independence requirements of the applicable sections of the

NYSE Listed Company Manual the NYSE Rules The Board has determined that majority of the
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incumbent directors qualify as independent under the NYSE Rules Specifically the Board has determined

that each of James Bachmann Lauren Brisky Archie Griffin John Kessler Elizabeth Lee

Edward Limato Robert Rosholt and Craig Stapleton has no commercial industrial banking

consulting legal accounting charitable familial or other relationship with the Company either directly or

indirectly that would be inconsistent with determination of independence under the applicable NYSE

Rules The Board specifically considered number of circumstances in the course of reaching these

conclusions including the relevant relationships described above in the section captioned Certain Rela

tiDnships and Related Transactivns Transactions with Related Persons as well as the facts that

Mr Kesslers son-in-law is on the Board of Directors of the Nationwide Childrens Hospital

Foundation and the Company has pledged conditional donation of $1000000 year for ten years

2006 to 2015 to the Nationwide Childrens Hospital wing of which will bear the name of the

Company

Mr Kessler has daughter Elizabeth Kessler who is partner in the law firm of Jones Day and

serves as the Partner-in-Charge of the firmsColumbus Ohio office Jones Day rendered legal services

to the Company and its SubSidiaries during Fiscal 2009 for which the Company paid not in excess of

$150000 in fees

Mr Griffin is an ex-cfficio member of the Board of Directors of The Ohio State University Foundation

and Mr Bachmann is on the Board of Trustees of The Ohio State University Hospital The Company

will subject to certain conditions facilitate gifts which could aggregate to $10000000 over no more

than ten years 2007 to 2016 to The Ohio State University Foundation which gifts are contemplated

to be apportioned approximately 50% to The Ohio State University Hospital and approximately 50%

to The Arthur James Cancer Hospital of The Ohio State University

Mr Bachmann is former partner of Ernst Young LLP firm engaged by the Company from time to

time to perform non-audit services and to which the Company paid fees during Fiscal 2009 not in

excess of $310000

Mr Griffms son is employed part-time at one of the Companys Hollister stores

Mr Jeifries does not qualify as independent because he is an executive officer of the Company

There are no family relationships among any of the directors and executive officers of the Company

Please see the text under the caption SUPPLEMENTAL ITEM EXECUTIVE OFFICERS OF THE

REGISTRANT in Part of the Companys Annual Report on Form 10-K for Fiscal 2009 filed on March 29

2010 for information about the Companys executive officers

Meetings of and Communications with the Board

The Board held seven meetings of the full Board and two non-management director meetings and took

two actions by written consent during Fiscal 2009 All of the directors attended 75% or more of the total

number of meetings of the Board and of conmiittees of the Board on which they served that were held during

the period they served

Although the Company does not have formal policy requiring members of the Board to attend annual

meetings of the stockholders the Company encourages all incumbent directors and director nominees to

attend each annual meeting of stockholders All incumbent directors attended the Companys last annual

meeting of stockholders held on June 10 2009
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In accordance with the Companys Corporate Governance Guidelines and applicable NYSE Rules the

non-management directors of the Company meet without management present at regularly scheduled

executive sessions at least twice per year and at such other times as the directors deem necessary or

appropriate Executive sessions of the non-management directors are scheduled as an agenda item at each

regularly scheduled meeting of the Board though the non-management directors do not always meet in

executive session Prior to the establishment of the Lead Independent Director position in February 2010

eaeh executive session was presided over by one of the non-management directors as determined prior to or at

the beginning of the executive session by the non-management directors On February 23 2010 Craig

Stapleton was appointed the Companys first Lead Independent Director and the Companys Corporate

Governance Guidelines were amended to set forth the duties and responsibilities of the Lead Independent

Director position Among the Lead Independent Directors duties is presiding at all meetings of the non-

management or independent directors If the non-management directors include directors who are not

indepenaent then at least once year the independent directors of the Company will meet in executive session

and the Lead Independent Director will preside at each executive session

The Board believes it is important for stockholders and other interested parties to have
process to send

cothmnications to the Board and its individual members Accordingly stockholders and other interested

parties who wish to communicate with the Board the non-management directors as group the independent

directors as group the Lead Independent Director or particular director may do so by sending letter to

such individual or individuals in care of the Companys Secretary to the Companys executive offices at 6301

Fitch Path New Albany Ohio 43054 The mailing envelope must contain clear notation indicating that the

enclosed letter is Stockholder/Interested Party Non-Management Director Communication Stock

holder/Interested Party Board Communication Stockholder/Interested Party Independent Director

Communication Stockholder/Interested Party Lead Independent Director Communication or Stock

holder/Interested Party Director Communication as appropriate All such letters must identify the author

as stockholder or other interested party and clearly state whether the intended recipients are all members of

the Board all non-management directors all independent directors or certain specified individual directors

Copies of all such letters will be circulated to the appropriate director or directors Correspondence marked

personal and confidential will be delivered to the intended recipient without opening There is no screening

process in respect of communications from stockholders or other interested parties

Committees of the Board

The Board has five standing committees the Compensation Committee the Executive Committee

the Audit Committee the Nominating and Board Governance Committee and the Corporate Social Respon

sibility Committee

Compensation Committee

The Compensation Committee provides overall guidance for the Companys executive compensation

policies and approves the amounts and elements of compensation for the Companys executive officers The

Compensation Committee is currently comprised of Lauren Brisky Chair James Bachmann Edward

Limato and Craig Stapleton Ms Brisky and Mr Limato served as members of the Compensation

Committee throughout Fiscal 2009 John Kessler served as member of the Compensation Committee

until June 2009 when he resigned from the Compensation Committee Mr Bachmann was appointed to the

Compensation Committee on June 10 2009 Mr Stapleton was appointed to the Compensation Committee on

February 122009 in conjunction with his election to the Board The Board has determined that each member
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of the Compensation Conmiittee qualifies as an independent director under the applicable NYSE Rules The

Compensation Committee is organized and conducts its business pursuant to written charter which was most

recently revised by the Board on August 21 2007 copy of which is posted on the Corporate Governance

page of the Companys website at www.abercrombie.com accessible through the Investors page The

Compensation Committee periodically reviews and reassesses the adequacy of its charter in consultation

with the Nominating and Board Governance Committee and recommends any proposed changes to the full

Board as necessary to reflect changes in regulatory requirements authoritative guidance and evolving

practices

The Compensation Committees charter sets forth the duties and responsibilities of the Compensation

Committee which include

reviewing and approving the general compensation policies applicable to the Chief Executive Officer

and other officers of the Company identified in Rule 16a-1t under the Securities Exchange Act of

1934 as amended the Exchange Act the Section 16 Officers Each of the Companys current

named executive officers is also Section 16 Officer

determining the methods and criteria for the review and evaluation of the performance of the

Companys Section 16 Officers including the corporate goals and objectives relevant to their

respective compensation

evaluating the performance of the Companys Section 16 Officers in light of the approved corporate

goals and objectives and reporting its conclusions resulting from the evaluation of the ChiefExecutive

Officer to the Board

determining and approving on behalf of the Company the compensation of the Chief Executive

Officer after consultation with the other non-management directors and determining and approving

on behalf of the Company the compensation of the other Section 16 Officers

evaluating the need for and provisions of employment contracts including severance arrangements

for any of the Section 16 Officers of the Company

negotiating and approving any new employment contract or severance agreement or negotiating the

amendment of any existing employment agreement between the Company and the Chief Executive

Officer and any other Section 16 Officer

administering reviewing and making recommendations to the Board regarding the Companys

incentive compensation plans equity-based plans and other plans in accordance with applicable

laws rules and regulations or the terms of the plans

reviewing and making recommendations to the Board regarding the compensation for the Companys

non-associate directors

reviewing and discussing with management the annual compensation discussion and analysis and

related disclosures that applicable SEC rules and regulations SEC Rules require be included in the

Companys proxy statement and recommending to the Board based on the review and discussions

whether the compensation discussion and analysis should be included in the Companys proxy

statement and

preparing the compensation committee report required by SEC Rules for inclusion in the Companys

proxy statement
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The Compensation Committee held ten meetings during Fiscal 2009 The Compensation Committees

processes and procedures to determine executive compensation including the use of compensation con-

sultants and the role of executive officers in making recommendations relating to executive compensation are

described in the section captioned COMPENSATION DISCUSSION AND ANALYSIS beginning on

page 35

Executive Committee

The Executive Committee is comprised of John Kessler Chair Michael Jeifries and Edward

Limato Messrs Kessler Jeffries and Limato served as members of the Executive Committee throughout

Fiscal 2009

The Executive Conmiittee is organized and conducts its business pursuant to written charter that was

adopted by the Board on November 12 2009 copy of which is posted on the Corporate Governance page
of the Companys website at www.abercrombie.com accessible through the Investors page The Executive

Committee will periodically review and reassess the adequacy of its charter in consultation with the

Nominating and Board Governance Committee and recommend changes to the full Board as .necessary to

reflect changes in regulatory requirements authoritative guidance and evolving practices

The Executive Committees charter sets forth the duties and responsibilities of the Executive Committee

which include

during the interval between scheduled meetings of the Board having and exercising the powers of the

Board to act upon any matters that in the opinion of the Chairman of the Board should not be

postponed until the next previously scheduled meeting of the Board subject to such limitations as the

Board and/or applicable law may from time to time impose

consulting on periodic basis with the Chief Executive Officer with respect to succession matters in

connection with the positions of Chief Executive Officer and the other executive officers and

consulting on periodic basis with the other executive officers of the Company regarding succession

matters in connection with each such executive officers position

developing in consultation with the Chief Executive Officer long-term succession plan and the

timing nature and implementation of such plan

establishing and approving development and/or recruitment plan in consultation with the Chief

Executive Officer in connection with the implementation of long-range succession plan and

having available on continuing basis recommendation of successor interim or otherwise in the

event of an emergency or unanticipated vacancy in the position of Chief Executive Officer

The Executive Committee held three meetings and took one action by written consent during Fiscal

2009

Audit Committee

The Audit Committee was established in accordance with Section 3a58A of the Exchange Act and is

currently comprised of James Bachmann Chair Lauren Brisky and Robert Rosholt Messrs Bachmann

and Rosholt and Ms Brisky served as members of the Audit Committee throughout Fiscal 2009 The Board has

determined that each current member of the Audit Committee qualifies as an independent director under the

applicable NYSE Rules and under SEC Rule 1OA-3 The Board has also determined that each of the current
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members of the Audit Committee is fmancially literate under the applicable NYSE Rules In addition the Board

has determined that each of Mr Bachmann Ms Brisky and Mr Rosholt qualifies as an audit committee fmancial

expeif under applicable SEC Rules by virtue of their experience described above in the section captioned

ELECTION OF DIRECTORS The Board believes that each member of its Audit Committee is highly

qualified to discharge his or her duties on behalf of the Company and its subsidiaries

The Audit Committee is organized and conaucts its business pursuant to written charter that was most

recently revised by the Board on August 14 2008 copy of which is posted on the Corporate Governance

page of the Companys website at www.abercrombie.com accessible through the Investors page At least

annually the Audit Committee in consultation with the Nominating and Board Governance Committee

reviews and reassesses the adequacy of its charter and recommends any proposed changes to the full Board as

necessary to reflect changes in regulatory requirements authoritative guidance and evolving practices

The Audit Committees duties and iesponsibiities are set forth in its charter The primary functions of

the Audit Committee are to assist the Board in its oversight of

the integrity of the Companys financial statements and the effectiveness of the Companys systems of

internal accounting and financial controls

the Companys compliance with legal and regulatory requirements including the operation and

effectiveness of the Companys disclosure controls and procedures

the qualifications and independence of the Companys independent registered public accounting firm

the performance of the Companys internal auditors and the Companys independent registered public

accounting firm

the evaluation of enterprise risk issues and

the annual independent audit of the Companys financial statements

The Audit Committees specific responsibilities include

reviewing the Companys financial statements and the related disclosures

reviewing the Companys accounting procedures and policies

reviewing the activitiLes and the results of audits conducted by the Companys internal auditors and the

Companys independent registered public accounting firm

reviewing the independence qualifications and performance of the Companys independent registered

public accounting firm

selecting appointing and retaining the Companys independent registered public accounting firm for

each fiscal year and determining the terms of engagement

reviewing and approving in advance all audit services and all permitted non-audit services

establishing procedures for the receipt retention and treatment of complaints received by the

Company regarding accounting internal accounting control or auditing matters which procedures

are outlined in the Companys Whistleblower Policy copy of which is posted on the Corporate

Governance page of the Companys website at www.abercrombie.com accessible through the

Investors page
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setting hiring policies for associates or former associates of the Companys independent registered

public accounting firm

reviewing the Companys risk assessment and risk management policies

reviewing the Companys program to monitor compliance with the Companys Corporate Governance

Guidelines and Code of Business Conduct and Ethics

meeting periodically with the Companys General Counsel and the Companys outside counsel when

appropriate to review legal and regulatory matters

preparing an annual report for inclusion in the Companys proxy statement and

other matters required by applicable SEC Rules and NYSE Rules

The Audit Committee held nine meetings during Fiscal 2009 The Audit Committees annual report

relating to Fiscal 2009 is on page 76

Nominating and Board Governance Committee

The Nominating- and Board Governance Committee is currently comprised of Craig Stapleton

Chair Archie Griffin and Robert Rosholt Messrs Griffin and Rosholt served as members of the

Nominating and Board Governance Committee throughout Fiscal 2009 John Kessler served as member

of the Nominating and Board Governance Committee until June 2009 when he resigned from the

Nominating and Board Governance Committee Mt Stapleton was appointed to the Nominating and Board

Governance Committee on June 10 2009 The Board has determined that each current member of the

Nominating and Board Governance Committee qualifies as an independent director under the applicable

NYSE Rules The Nominating and Board Governance Committee is organized and conducts its business

pursuant to written charter which was most recently revised by the Board on August 21 2007 copy of

which is posted on the Corporate Governance page of the Companys website at www.abercrombie.com

accessible through the Investors page The Nominating and Board Governance Committee periodically

reviews and reassesses the adequacy of its charter and recommends any proposed changes to the full Board as

necessary to reflect changes in regulatory requirements authoritative guidance and evolving practices

The purpose of the Nominating and Board Governance Committee is to provide oversight on broad

range of issues surrounding the composition and operation of the Board The primary responsibilities of the

Nominating and Board Governance Committee include

establishing and articulating the qualifications desired background and selection criteria for members

of the Board and evaluating the qualifications of individuals being considered as director candidates

developing policy with regard to the consideration of candidates for election or appointment to the

Board recommended by stockholders of the Company and procedures to be followed by stockholders

in submitting such recommendations

making recommendations to the full Board concerning all nominees for Board membership including

the re-election of existing Board members and the filling of any vacancies

evaluating and making recommendations to the full Board concerning the number and responsibilities

of Board committees and committee assignments
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evaluating reviewing with management and making recommendations to the full Board regarding the

overall effectiveness of the organization of the Board the conduct of its business and the relationship

between the Board and management

maintaining policies regarding the review and approval or ratification of related person transactions

and reviewing and if the Nominating and Board Governance Committee deems appropriate approv

ing or ratifying related person
transactions in accordance with such policies as well as applicable law

NYSE Rules or SEC Rules

identifying and bringing to the attention of the full Board and management current and emerging

corporate governance trends issues and best practices that may affect the operations performance or

public image of the Company

reviewing and making recommendations to the full Board regarding orientation of new directors and

continuing education for all directors

developing recommending and periodically reviewing set of written corporate governance prin

ciples including if considered appropriate by the Nominating and Board Governance Committee

policies on director retirement applicable to the Company in accordance with the applicable NYSE

Rules

periodically reviewing and making recommendations to the Compensation Conunittee regarding

director compensation and stock ownership

consulting with the members of the other committees of the Board in connection with the review and

reassessment of their respective charters and

overseeing the evaluation of the Board and management

The Nominating and Board Governance Committee held five meetings during Fiscal 2009

Corporate Social Responsibility Committee

The Corporate Social Responsibility Committee was established in November 2009 to provide oversight

of the Companys attention to issues of social responsibility including diversity human rights philanthropy

and sustainability and the Companys policies practices and progress with respect to such issues The

Corporate Social Responsibility Committee is currently comprised of Archie Griffm Chair John

Kessler and Elizabeth Lee The Corporate Social Responsibility Committee is organized and conducts its

business pursuant to written charter that was adopted by the Board on November 12 2009 copy of which

is posted on the Corporate Governance page of the Companys website at www.abercrombie.com

accessible through the Investors page The Corporate Social Responsibility Committee will periodically

review and reassess the adequacy of its charter in consultation with the Nominating and Board Governance

Committee and recommend changes to the full Board as necessary to reflect changes in regulatory

requirements authoritative guidance and evolving practices

The Corporate Social Responsibility Committees charter sets forth the duties and responsibilities of the

Corporate Social Responsibility Committee which include

monitoring issues and practices relating to the Companys corporate social responsibility on global

basis including diversity initiatives and programs health and safety matters environmental and
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sustainability matters human rights matters significant philanthropic matters and significant com

munity relations

reviewing the prudence of having the Company prepare and publish Corporate Social Responsibility

Report and in the event the Committee determines such report is prudent overseeing the preparation

of such report

reviewing significant lawsuits investigations by governmental entities and other significant legal

matters involving the Company or any of its affiliates that significantly affect or could significantly

affect the Companys performance business activities or reputation as global corporate citizen

monitoring significant programs and activities aimed at enhancing the Companys global commu

nications crisis management media relations and community relations

when appropriate making recommendations to the Board with respect to any of the areas that the

Committee oversees reviews or monitors and
any

other major social responsibility policies and

practices of the Company and

reviewing and making recommendations to the Board regarding stockholder proposals submitted for

inclusion in the Companys annual proxy materials that relate to social responsibility issues

The Corporate Social Responsibility Committee did not hold any meetings in Fiscal 2009

Director Qualifications and Consideration of Director Candidates

As described above the Company has standing Nominating and Board Governance Committee that

has responsibility for providing oversight on broad
range

of issues surrounding the composition and

operation of the Board including identifying candidates qualified to become directors and recommending

director nominees to the Board

When considering candidates for the Board the Nominating and Board Governance Committee

evaluates the entirety of each candidates credentials and does not have specific eligibility requirements

or minimum qualifications that must be met by candidate The Nominating and Board Governance

Committee considers those factors it deems appropriate including independence judgment skill diversity

strength of character ethics integrity experience with businesses and organizations of comparable size or

scope experience as an executive of or adviser to public and private companies experience and skill relative

to other Board members specialized knowledge or experience and the desirability of the candidates

membership on the Board and any committees of the Board Depending on the current needs of the Board the

Nominating and Board Governance Committee may weigh certain factors more or less heavily The

Nominating and Board Governance Committee does however believe that all members of the Board should

have the highest character and integrity reputation for working constructively with others sufficient time to

devote to Board matters and no conflict of interest that would interfere with performance as director

While the Board and the Nominating and Board Governance Committee do not have specific eligibility

requirements and do not weigh any of the factors they deem appropriate more heavily than others both the

Board and the Nominating and Board Governance Committee believe that as group the directors should

have diverse backgrounds and qualifications The Company believes that the Board as group has such

backgrounds and qualifications although this is an area of constant focus for the Board and the Nominating

and Board Governance Committee In connection with their annual Board self-evaluation process members

of the Board have highlighted several backgrounds and qualifications that the Board has sought and/or
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continues to seek These include international experience which the Company believes Mr Stapleton helped

provide additional female members which the Company believes Ms Lee helped address and additional

retail and/or chief executive experience

The Nominating and Board Governance Committee considers candidates for the Board from any

reasonable source including stockholder recommendations and does not evaluate candidates differently

based on the source of the recommendation TEe process for seeking and vetting additional director

candidates is ongoing and is not dependent upon the existence of vacancy on the Board Accordingly

the Board believes that this ongoing pursuit of qualified candidates functions as an appropriate director

succession plan Pursuant to its charter the Nominating and Board Governance Committee has the authority

to retain consultants and search firms to assist in the process
of identifying and evaluating candidates and to

approve the fees and other retention terms for any such consultant or search firm

Information regarding each of our directors and director nominees is set forth above In addition to the

specific information presented with respect to such individual the Company believes that each of its directors

has reputation for the highest character and integrity and that the directors work very cohesively and

constructively with each other and with management They have each demonstrated business acumen and an

ability to exercise sound judgment as well as commitment of service to the Board and the Company

Director Nominations

The Board taking into account the recommendations of the Nominating and Board Governance Com

mittee selects nominees for election as directors at each annual meeting of stockholders Stockholders may

recommend director candidates for consideration by the Nominating and Board Governance Committee by

giving written notice of the recommendation to the Chair of the Nominating and Board Governance Committee

in care of the Company at the Companys executive offices at 6301 Fitch Path New Albany Ohio 43054 The

recommendation must include the candidates name age business address residence address and principal

occupation The recommendation must also describe the qualifications attributes skills or other qualities

possessed by the recommended director candidate written statement from the candidate consenting to serve

as director if elected must accompany any such recommendation

In addition stockholders wishing to formally nominate candidate for election as director may do so

provided they comply with the nomination procedures set forth in the Companys Amended and Restated

Bylaws Each stockholder nomination must be delivered in person or mailed by United States certified mail to

the Secretary of the Company and received not less than 120 days nor more than 150 days before the first

anniversary date of the Companys proxy statement in connection with the last annual meeting of stock

holders which for purposes
of the Companys 2011 Annual Meeting of Stockholders means no later than

January 10 2011 nor earlier than December ii 2010 The Secretary of the Company will deliver any

stockholder nominations received in timely manner for review by the Nominating and Board Governance

Committee Each stockholder nomination must contain the following information

the name and address of the nominating stockholder

the name age business address and if known residence address of the nominee

the principal occupation or employment of the nominee

the number of shares of the Companys Common Stock beneficially owned by the nominating

stockholder and by the nominee
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representation that the nominating stockholder intends to appear at the meeting in person or by proxy

to submit the nomination

any other information concerning the nominee that must be disclosed of nominees in proxy solic

itations under applicable SEC Rules and

description of any arrangement or understanding between the nominating stockholder and the

nominee or any other
person providing for the nomination

Each nomination must be accompanied by the written consent of the proposed nominee to be named in

the proxy statement and to serve if elected No person may be elected as director unless he or she has been

nominated by stockholder in the manner just described or by the Board or committee of the Board

Board Leadership Structure

The Company is led by Mr Jeffries who has served as Chief Executive Officer of the Company since

February 1992 and as Chairman since May 1998 when the Company was spun off from its former parent

The Companys- Board is comprised of Mr Jeifries and eight non-management directors The Company
established Lead Independent Director position in February 2010 and appointed Mr Stapleton as the initial

Lead Independent Director

In addition to other duties more fully described in the Companys Corporate Governance Guidelines the

Lead Independent Director is responsible for

consulting with the Chairman with respect to appropriate agenda items for meetings of the Board and

the standing committees of the Board and approving such agendas

discussing with the chairs of the standing committees of the Board their activities and endeavoring

consistent with the charters of the various standing committees to coordinate activities among the

standing committees

in consultation with the non-management directors advising the Chairman as to an appropriate

schedule of Board meetings and approving such schedule

calling executive sessions or meetings of the independent or non-management directors when

necessary and appropriate

presiding at all meetings at which the Chairman is not present including executive sessions of the

independent or non-management directors and if appropriate apprising the Chairman of the issues

considered

serving as liaison between the Chairman and the independent directors

approving the retention of outside advisors and consultants who report directly to the Board on critical

issues

being available for consultation and direct communication with the Companys stockholders and

performing such other duties as the Board may from time to time delegate

The Board has five standing committees Audit Compensation Corporate Social Responsibility

Executive and Nominating and Board Governance Each of these committees has separate chair Detailed

information on each Board committee is contained in the section captioned Committees of the Board
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The Company believes that combined Chairman and Chief Executive Officer position together with

independent chairs for each of our Board committees Lead Independent Director regularly scheduled

executive sessions of the Board and regularly scheduled meetings of the non-management directors is the

most appropriate Board leadership structure for the Company at this time This structure demonstrates to all of

our stakeholders including our associates customers and stockholders that our Board is committed to

engaged independent leadership and the performance of its responsibilities Experienced and independent

directors sitting on various conmiittees with independent chairs oversee the Companys operations risks

performance and business
strategy

The Board believes that combining the Chairman and Chief Executive

Officer positions takes advantage of the talent and knowledge of Mr Jeifries the person
whom the Board

recognizes as the founder of the modem day Abercrombie Fitch and effectively combines the

responsibilities for strategy development and execution with management of day-to-day operations It also

reduces the potential for confusion or duplication of efforts and provides clear leadership for the Company

The Board believes that its strong governance practices including its supermajority of independent members

the combination of the Chairman and Chief Executive Officer roles and its clearly defined Lead Independent

Director responsibilities provide an appropriate balance among strategy development operational execution

and independent oversight of the Company

Board Role in Risk Oversight

Our Board has overall responsibility for risk oversight with focus on the most significant risks facing

the Company Not all risks can be dealt with in the same way Some risks may be easily perceived and

controllable and other risks are unknown some risks can be avoided or mitigated by particular behavior and

some risks are unavoidable as practical matter For some risks the potential adverse impact would be minor

and as matter of business judgment it may not be appropriate to allocate significant resources to avoid the

adverse impact in other cases the adverse impact could be significant and it is prudent to expend resources to

seek to avoid or mitigate the potential adverse impact In some cases higher degree of risk may be

acceptable because of greater perceived potential for reward

Management is responsible for identifying risk and risk controls related to significant business activities

mapping the risks to Company strategy and developing programs and recommendations to determine the

sufficiency of risk identification the balance of potential risk to potential reward and the appropriate manner

in which to control risk The Board implements its risk oversight responsibilities by having management

provide periodic reports on the significant risks that the Company faces and how the Company is seeking to

control or mitigate risk if and when appropriate In some cases risk oversight is addressed as part
of the full

Boards engagement with the Chief Executive Officer and management In other cases Board committee is

responsible for oversight of specific risk topics For example the Audit Committee oversees issues related to

internal control over financial reporting the Nominating and Board Governance Committee oversees issues

related to the Companys governance structure corporate governance matters and processes and risks arising

from related person transactions the Corporate Social Responsibility Committee will oversee issues related

to diversity sustainability human rights and similarissues and the Compensation Committee oversees risks

related to compensation programs as discussed in greater detail below Presentations and other information

for the Board and Board committees generally identify and discuss relevant risk and risk control and the

Board members assess and oversee the risks as part of their review of the related business financial or other

activity of the Company

Management recently completed comprehensive enterprise risk management review in which the

identification of enterprise level risks and mitigation processes were the primary topics This review was
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overseen by the Audit Committee The Audit Committee and the full Board will continue to monitor

enterprise risk management and will receive periodic updates on enterprise risk management

Risk Assessment in Compensation Programs Consistent with new SEC disclosure requirements

management has assessed the Companys compensation programs and has concluded that the Companys

compensation policies and practices do not create risks that are reasonably likely to have material adverse

effect on the Company This assessment was overseen by the Compensation Committee in consultation with

its independent counsel and independent compensation consultant

In particular in reaching its conclusion the Company has reviewed the compensation of all associates in

light of the following areas of risk

business unit that carries significant portion of the Companys risk profile

business tinit whose compensation structur is significantly different

business unit that is significantly more profitable and

business unit whose compensation expense is significant percentage of revenue

The Company does not believe that any of these specific areas apply to the Companys compensation

policies and practices in any meaningful manner

Compensation of Directors

Officers who are directors receive no additional compensation for services rendered as directors

Directors who are not associates of the Company or its subsidiaries non-associate directors receive

an annual retainer of $55000 paid quarterly in arrears

an annual retainer for each standing committee Chair and member of $25000 and $12500 respec

tively other than the Chair and members of the Audit Committee who receive $40000 and $25000

respectively ii for the first half of Fiscal 2009 members of the Executive Committee who each

received $7500 and for the second half of Fiscal 2009 after non-management Chair position was

established retainer equal to the annual retainer for the other standing committees other than the

Audit Committee and iii the Lead Independent Director who receives $35000 for serving in that

capacity In each case the retainers are paid quarterly in arrears and

an annual grant of 3000 restricted stock units

The annual restricted stock unit grant is subject to the following provisions

restricted stock units will be granted annually on the date of the annual meeting of stockholders

the maximum market value on the date of
grant will be $300000 i.e should the stock price on the

grant date exceed $100 per share the number of restricted stock units granted will be automatically

reduced to provide maximum grant date value of $300000

the minimum market value on the date of
grant

will be $120000 i.e should the stock price on the

grant date be lower than $40 per share the number of restricted stock units granted will be

automatically increased to provide minimum grant date value of $120000 and
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restricted stock units will vest on the later of the first anniversary of the grant date or ii the first

open window trading date following the first anniversary of the grant date subject to earlier vesting

in the event of the directors death or total disability or upon change of control of the Company

Non-associate directors are also reimbursed for their expenses for attending Board and committee

meetings and receive the discount on purchases of the Companys merchandise extended to all Company

associates

The Company has maintained the Directors Deferred Compensation Plan since October 1998 The

Directors Deferred Compensation Plan was split into two plans Plan and Plan II as of January 2005 to

comply with Internal Revenue Code Section 409A The terms of Plan govern amounts deferred within the

meaning of Section 409A in taxable years beginning before January 2005 and any earnings thereon The

terms of Plan II govern amounts deferred in taxable years beginning on or after January 2005 and any

earnings thereon Voluntary participation in the Directors- Deferred Compensation Plan enables non-

associate director of the Company to defer all or part of his or her retainers meeting fees which are no

longer paid and stock-based incentives including options restricted shares of Common Stock and restricted

stock units relating to shares of Common-Stock The deferred compensation is credited to bookkeeping

account where it is converted into share equivalent Stock-based incentives deferred pursuant to the

Directors Deferred Compensation Plan are credited as shares of Common Stock Amounts otherwise payable

in cash are converted into share equivalent based on the fair market value of the Companys Common Stock

on the date the amount is credited to non-associate directors bookkeeping account Dividend equivalents

will be credited on the shares of Common Stock credited to non-associate directors bookkeeping account

at the same rate as cash dividends are paid in respect of outstanding shares of Common Stock and converted

into share equivalent Each non-associate directors only right with respect to his or her bookkeeping

account and the amounts allocated thereto will be to receive distribution of the amount in the account in

accordance with the terms of the Directors Deferred Compensation Plan Distribution of the deferred amount

is made in the form of single lump-sum transfer of the whole shares of Common Stock represented by the

share equivalents in the non-associate directors bookkeeping account plus cash representing the value of

fractional shares or annual installments in accordance with the election made by the non-associate director

Shares of Common Stock will be distributed under the 2005 Long-Term Incentive Plan in respect of deferred

compensation allocated to non-associate directors bookkeeping accounts on or after August 2005 under

the 2003 Stock Plan for Non-Associate Directors in respect
of deferred compensation allocated to non

associate directors bookkeeping accounts between May 22 2003 and July 31 2005 and under the 1998

Restatement of the 1996 Stock Plan for Non-Associate Directors in respect of deferred compensation

allocated to non-associate directors bookkeeping accounts prior to May 22 2003
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The following table summarizes the compensation paid to awarded to or earned by the non-associate

directors for Fiscal 2009 The Companys Chairman and Chief Executive Officer Michael Jeifries is not

included in this table as he is an officer of the Company and thus receives no compensation for his services as

director The compensation received by Mr Jeifries as an officer of the Company is shown in the Fiscal 2009

Summary Compensation Table on page 52 and discussed in the text and tables included under the section

captioned EXECUTIVE OFFICER COMPENSATION beginning on page 52

Director Compensation for Fiscal 2009

Fees Earned or Stock Option AU Other

Name Paid in Cash Awards2 Awards3 Compensation Total

James Bachmann $107500 $117037 $224537

Lauren Brisky $105000 $117037 $222037

Archie .Griffin 70247 $117037 $187284

John Kessler 87390 $117037 $204427

Edward Limato 77500 $117037 $_ $_ $194537

Robert Rosholt 92500 $117037 $209537

Craig Stapleton 81532 $183611 $265143

Mr Griffm deferred $35124 of his fees pursuant to the Directors Deferred Compensation Plan during

Fiscal 2009 These deferred fees are included in the amounts shown in the Fees Earned or Paid in Cash

column Refer to page 27 for description of the Directors Deferred Compensation Plan

All non-associate directors were granted restricted stock units covering 4398 shares of Common Stock

on the date of the 2009 Annual Meeting The amounts shown in this column are reported using the grant

date fair value of the awards as computed in accordance with U.S generally accepted accounting

principles of $26.61 per
restricted stock unit based upon the closing price of the Companys Common

Stock on the grant
date and adjusted for anticipated dividend payments during the one-year vesting

period An initial grant of restricted stock units covering 3000 shares of Common Stock was awarded to

Mr Stapleton upon his appointment to the Board on February 122009 Calculated in the same manner as

the awards made on the date of the 2009 Annual Meeting this grant had grant date fair value of $22.19

per restricted stock unit See Note Share-Based Compensation of the Notes to Consolidated

Financial Statements included in ITEM FINANCIAL STATEMENTS AND SUPPLEMENTARY

DATA of the Companys Annual Report on Form 10-K for Fiscal 2009 filed on March 29 2010 for

assumptions used in the calculation of the amounts shown and information regarding the Companys

share-based compensation Each of the awards of restricted stock units granted during Fiscal 2009

remained outstanding at January 30 2010

All of the options held by the individuals named in this table were granted and fully vested prior to the

beginning of Fiscal 2009 and accordingly no dollar amount is required to be reported in respect of these

options The aggregate number of shares of Common Stock underlying options outstanding at January 30

2010 for each individual named in this table were Mr Bachmann shares Ms Brisky

7500 shares Mr Gnffm 10000 shares Mr Kessler 18000 shares Mr Limato

10000 shares Mr Rosholt shares and Mr Stapleton shares
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Corporate Governance Guidelines

In accordance with applicable NYSE Rules the Board has adopted the Abercrombie Fitch Co

Corporate Governance Guidelines to promote the effective functioning of the Board and its committees and to

reflect the Companys commitment to the highest standards of
corporate governance The Board with the

assistance of the Nominating and Board Governance Committee periodically reviews the Corporate

Governance Guidelines to ensure they are in compliance with all applicable requirements The Corporate

Governance Guidelines which were most recently amended by the Board on February 232010 are available

on the Corporate Governance page of the Companys website at www.abercrombie.com accessible

through the Investors page

Code of Business Conduct and Ethics

In accordance with applicable NYSE Rules the Board has adopted the Abercrombie Fitch Co Code of

Business Conduct and Ethics which is available on the Corporate Governance page of the Companys

website at www.abercrombie.com accessible through the Investors page The Code of Business Conduct

and Ethics which is applicable to all associates includes Code of Ethics applicable to the Chief Executive

Officer Chief Financial Officer Controller Treasurer all Vice Presidents in the Finance Department and

other designated fmancial associates The Company intends to satisfy any
disclosure requirements regarding

any amendment of or waiver from provision of the Code of Business Conduct and Ethics by posting such

information on the Corporate Governance page of the Companys website at www.abercrombie.com

accessible through the Investors page

Compensation Committee Interlocks and Insider Participation

The Compensation Committee is currently comprised of Lauren Brisky Chair James Bachmann

Edward Limato and Craig Stapleton Ms Brisky and Mr Limato served as members of the Compen
sation Committee throughout Fiscal 2009 Mr Stapleton was appointed to the Compensation Committee on

February 12 2009 in conjunction with his election to the Board John Kessler served as member of the

Compensation Committee until June 2009 when he resigned from the committee Mr Bachmann was

appointed to the Compensation Committee on June 10 2009

Certain Legal Proceedings

On September 2005 purported class action styled Robert Ross Abercrombie Fitch Company et

al was filed against the Company and certain of its officers in the United States District Court for the

Southern District of Ohio on behalf of purported class of all
persons who purchased or acquired shares of the

Companys Common Stock between June 2005 and August 16 2005 In September and October of 2005

five other purported class actions were subsequently filed against the Company and other defendants in the

same Court All six securities cases allege claims under the federal securities laws related to sales of Common

Stock by certain defendants and to decline in the price of the Companys Common Stock during the summer

of 2005 allegedly as result of misstatements attributable to the Company Plaintiffs seek unspecified

monetary damages On November 2005 motion to consolidate all of these purported class actions into the

first-filed case was filed by some of the plaintiffs The Company joined in that motion On March 22 2006

the motions to consolidate were granted and these actions together with the federal court derivative cases

described in the following paragraph were consolidated for
purposes

of motion practice discovery and

pretrial proceedings consolidated amended securities class action complaint the Complaint was filed

on August 14 2006 On October 13 2006 all defendants moved to dismiss that Complaint On August
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2007 the Court denied the motions to dismiss On September 14 2007 defendants filed answers denying the

material allegations of the Complaint and asserting affirmative defenses On October 26 2007 plaintiffs

moved to certify their purported class After briefing and argument the motion was submitted on March 24

2009 and granted on May 212009 On June 52009 defendants petitioned the Sixth Circuit for permission to

appeal the class certification order and on August 24 2009 the Sixth Circuit granted leave to appeal

On September 16 2005 derivative action styled The Booth Family Trust Michael Jeifries et aL

was filed in the United States District Court for the Southern District of Ohio naming the Company as

nominal defendant and seeking to assert claims for unspecified damages against nine of the Companys

present and former directors alleging various breaches of the directors fiduciary duty ancl seeking equitable

and monetary relief In the following three months four similarderivative actions were filed three in the

United States District Court for the Southern District of Ohio and one in the Court of Common Pleas for

Franklin County Ohio against present and former directors of the Company alleging various breaches Qf the

directois fiduciary duty allegedly arising out of the same matters alleged in the Ross tase and seeking

equitable and monetary relief on behalf of the Company In March of 2006 the federal court derivative actions

were consolidated with the Ross actions for purposes of motion practice discovery and pretrial proceedings

consolidated amended derivative complaint was filed in the federal proceeding on July 10 2006 On

February 16 2007 the Company announced that the Board had received report of the Special Litigation

Committee established by the Board to investigate and act with respect to claims asserted in the derivative

lawsuit which concluded that there was no evidence to support
the asserted claims and directed the Company

to seek dismissal of the derivative cases On September 10 2007 the Company moved to dismiss the federal

derivative cases on the authority of the Special Litigation Committee report On March 12 2009 the

Companys motion was granted and on April 10 2009 plaintiffs filed an appeal from the order of dismissal

The state court has stayed further proceedings in the state-court derivative action until resolution of the

consolidated federal derivative cases

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table furnishes as of April 13 2010 unless otherwise noted below with respect to each

person
who is known to the Company to be the beneficial owner of more than 5% of the outstanding shares of

Common Stock of the Company the name and address of such beneficial owner the number of shares of

Common Stock beneficially owned as determined in accordance with Rule 13d-3 under the Exchange Act

and the percentage such shares comprised of the outstanding shares of Common Stock of the Company

Amount and

Nature of

Beneficial Percent of

Name and Address of Beneficial Owner Ownership Class1

FMRLLC 118110792 13.39%

Edward Johnson 3d

82 Devonshire Street

Boston MA 02109

Columbia Wanger Asset Management L.P 74555003 8.45%

227 West Monroe Street Suite 3000

Chicago IL 60606

Massachusetts Financial Services Company 45657134 5.18%

500 Boylston Street

Boston MA 02116
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The percent of class is based on 88196508 shares of Common Stock outstanding on April 13 2010

Based on information contained in Schedule 13G/A filed by FMR LLC and Edward Johnson 3d with

the SEC on February 162010 to report
beneficial ownership of shares of the Companys Common Stock

as of December 31 2009 Fidelity Management Research Company Fidelity82 Devonshire Street

Boston Massachusetts 02109 wholly-owned subsidiary of FMR LLC and registered investment

adviser was reported to beneficially own 11419973 shares of Common Stock 12.95% of the shares

outstanding on April 13 2010 as result of acting as investment adviser to various registered investment

companies collectively the Funds The ownership of one registered investment company Fidelity-

Low Priced Stock Fund 82 Devonshire Street Boston Massachusetts 02109 was reported to be

8500000 shares of Common Stock 9.64% of the shares outstanding on April 13 2010

Edward Johnson 3d who is Chairman of FMR LLC and FMR LLC through its control of Fidelity and

the Funds each was reported to have sole power to dispose of the 11419973 shares of Common Stock

owned by the Funds Neither FMR LLC nor Edward Johnson 3d was reported to have the sole power to

vote or direct the voting of the shares of Common Stock owned directly by the Funds which power was

reported to reside with the Funds Boards of Trustees Fidelity was reported to carry out the voting of the

shares of Common Stock under written guidelines established by the Funds Boards of Trustees

Members of the family of Edward Johnson 3d were reported to be the predominant owners directly or

through trusts of Series voting common shares of FMR LLC representing 49% of the voting power of

FMR LLC The Johnson family group and all other Series shareholders were reported to have entered

into shareholders voting agreement under which all Series voting common shares will be voted in

accordance with the majority of the Series voting shares Through their ownership of voting common

shares and the execution of the shareholders voting agreement members of the Johnson family may be

deemed under the Investment Company Act of 1940 to form controlling group with respect to FMR

LLC

Pyramis Global Advisors LLC PGALLC 900 Salem Street Smithfield Rhode Island 02917 an

indirect wholly-owned subsidiary of FMR LLC and registered investment adviser was reported to

beneficially own 5000 shares of Common Stock 0.06% of the shares outstanding on April 13 2010 as

result of its serving as investment adviser to institutional accounts non-U.S mutual funds or registered

investment companies owning such shares Edward Johnson and FMR LLC through its control of

PGALLC were each reported to have sole dispositive power over and sole power to vote or to direct the

voting of the 50000 shares of Common Stock owned by the institutional accounts or funds advised by

PGALLC

Strategic Advisers Inc 82 Devonshire Street Boston Massachusetts 02109 wholly-owned subsidiary

of FMR LLC and registered investment adviser was reported to provide investment advisory services to

individuals As such FMR LLCs beneficial ownership was reported to include 599 shares of Common

Stock 0.00% of the shares outstanding on April 132010 beneficially owned through Strategic Advisers

Inc

Pyramis Global Advisors Trust Company PGATC 900 Salem Street Smithfield Rhode Island

02917 an indirect wholly-owned subsidiary of FMR LLC and bank was reported to beneficially own

45490 shares of Common Stock 0.05% of the shares outstanding on April 13 2010 as result of its

serving as investment manager of institutional accounts owning such shares Edward Johnson 3d and

FMR LLC through its control of PGATC each was reported to have sole dispositive power over and sole

power to vote or to direct the voting of 45490 shares owned by the institutional accounts managed by

PGATC
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FIL Limited FIL Pembroke Hall 42 Crow Lane Hamilton Bermuda and various foreign-based

subsidiaries were reported to provide investment advisory and management services to non-U.S

investment companies and certain institutional investors collectively the International Funds FIL

was reported to beneficially own 295017 shares of Common Stock 0.33% of the shares outstanding on

April 13 2010

Partnerships controlled predominantly by members of the family of Edward Johnson 3d Chairman of

FMR LLC and FIL or trusts for their benefit own shares of FIL voting stock with the right to cast

approximately 47% of the total votes which may be cast by all holders of FIL voting stock FMR LLC and

Fit were reported to be separate and independent entities

FMR LLC and Fit reported that they were of the view that they are not acting as group for purposes of

Section 13d under the Exchange Act and that they are not otherwise required to attribute to each other

the beneficial ownership of securities beneficially owned by the other entity However FMR LLC

made the filing of the Schedule 1-30/A voluntary basis as if all of thereported shares of Common

Stock were beneficially owned by FMR LLC and Fit on joint basis

Based on information contained in Schedule 130/A filed by Columbia Wanger Asset Management L.P

with the SEC on February 2010 to report beneficial ownership of shares of the Companys Common

Stock as of December 31 2009 Columbia Wanger Asset Management L.P an investment adviser

reported that it is deemed to be the beneficial owner of 7455500 shares of Common Stock Columbia

Wanger Asset Management L.P reported sole voting power as to 7267200 shares and sole dispositive

power as to 7455500 shares

Based on information contained in Schedule 130 ified by Massachusetts Financial Services Company with

the SEC on February 32010 to report beneficial ownership of shares of the Companys Common Stock as of

December 31 2009 Massachusetts Financial Services Company an investment adviser reported that it is

deemed to be the beneficial owner of 4565713 shares of Common Stock Massachusetts Financial Services

Company reported sole voting power as to 3641793 shares and sole dispositive power as to 4565713 shares
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The following table furnishes the number of shares of Common Stock of the Company beneficially

owned as determined in accordance with Rule 3d-3 under the Exchange Act by each of the current directors

and director nominees by each of the named executive officers and by all of the current directors and

executive officers as group as of April 13 2010

Amount and Nature

of Beneficial Percent of

Name of Beneficial Owner Ownership1 Class2

James Bachmann 8398

Lauren Brisky 24475

Diane Chang 178704

David Cupps 21502

Archie Griffin3 19136

Leslee Herro 202295

Michael Jeifries 2957246 3.28%

Charles Kessler4 89750

John Kessler3 31104

Elizabeth Lee

Edward Limato 31369

Jonathan Ramsden 17041

Robert Rosholt 6328

Craig Stapleton 7398

Directors and Executive Officers as group 14 persons 3594746 3.96%

Less than 1%

Unless otherwise indicated each individual has voting and dispositive power over the listed shares of

Common Stock and such voting and dispositive power is exercised solely by the named individual or

shared with spouse Includes the following number of shares of Common Stock issuable by June 12

2010 upon vesting of restricted shares or restricted stock units or the exercise of outstanding options or

stock appreciation rights which are currently exercisable or will become exercisable by June 12 2010

Mr Bachmann 4398 shares Ms Brisky 11898 shares Ms Chang 166000 shares Mr Cupps

18250 shares Mr Griffin 12271 shares Ms Herro 154438 shares Mr Jeifries 1970370 shares

Mr Charles Kessler 88750 shares Mr John Kessler 27800 shares Mr Limato 14398 shares

Mr Ramsden 15000 shares Mr Rosholt 4398 shares Mr Stapleton 4398 shares and all current

directors and executive officers as group 2486594 shares The Company has included for this purpose

the gross number of shares of Common Stock deliverable but actual shares received will be less as

result of the payment of applicable withholding taxes Additionally as required the Company has

provided the gross number of shares of Common Stock that may be acquired upon exercise of stock

appreciation rights without reduction for the value of the exercise price The numbers reported do not

include any unvested restricted shares or restricted stock units or any unvested options or stock

appreciation rights held by directors or executive officers other than those specified in this footnote

The percent of class is based upon the sum of 88196508 shares of Common Stock outstanding April 13

2010 and the number of shares of Common Stock if any as to which the named individual or group has

the right to acquire beneficial ownership by June 12 2010 either through the vesting of restricted shares

33



or restricted stock units or upon the exercise of options or stock appreciation rights which are currently

exercisable or will become exercisable by June 12 2010

The Amount and Nature of Beneficial Ownership does not include the following number of shares of

Common Stock credited to the bookkeeping accounts of the following directors under the Directors Deferred

Compensation Plan Mr Griffin 16141 shares Mr John Kessler 5380 shares and all directors as group

21521 shares While the directors have an economic interest in these shares each directors only right with

respect to his bookkeeping account and the amounts allocated thereto is to receive distribution of the whole

shares of Common Stock represented by the share equivalent credited to his bookkeeping account plus cash

representing the value of fractional shares in accordance with the terms of the Directors Deferred

Compensation Plan

Mr Charles Kessler who resigned from his position as an executive officer effective January 22 2010

is no relation to Mr John Kessler director of the Company

Stock Ownership Guidelines

The Board believes it is important that the executive officers and directors have and are -recognized both

internally and externally as having long-term fmancial interests that are aligned with those of the Companys

stocitholders Accordingly the Board adopted stock ownership guidelines for all directors and executive

officers effective as of November 12 2009 The Companys stock ownership guidelines are posted on the

Corporate Governance page of the Companys website at www.abercrombie.com accessible through the

Investors page

The guidelines for the executive officers are five times annual base salary for the Chief Executive

Officer and one times annual base salary for the other executive officers The guidelines are initially

calculated using the executive officers base salary as of the later of the date the guidelines were adopted and

the date the individual was first designated as an executive officer by the Board The guidelines may be

recalculated in the discretion of the Nominating and Board Governance Committee when an executive

officer changes pay grade and otherwise from time to time Until the amount contemplated by the guidelines

is achieved the executive officer is required to retain an amount equal to 50% of the shares received as result

of the exercise of stock options or stock-settled stock appreciation rights or the vesting of restricted stock or

restricted stock units in each case net of any exercise price or withholding taxes provided that for three-

year transition period from the date of adoption executive officers are required to retain 33Y3% of the net

shares received if they are not above the applicable guidelines Failure to meet or in unique circumstances to

show sustained progress
toward meeting these stock ownership guidelines may be factor considered by the

Compensation Committee in determining future long-term incentive equity grants and/or appropriate levels

of incentive compensation

The guideline for the directors is three times the amount of the annual retainer paid to directors

calculated using the annual retainer as of the later of the date the guidelines were adopted and the date the

director is elected to the Board It is anticipated that directors should be able to achieve the guideline within

three years
of joining the Board or in the case of directors serving at the time the guidelines were adopted

within three years
of the date of adoption of the guidelines

Section 16a Beneficial Ownership Reporting Compliance

To the Companys knowledge based solely on review of the forms furnished to the Company and

written representations that no other forms were required during Fiscal 2009 all directors officers and
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beneficial owners of greater than 10% of the outstanding shares of Common Stock timely filed the reports

required by Section 16a of the Exchange Act except
Diane Chang and Leslee Herro executive officers of

the Company who each filed one late Form reporting one transaction David Cupps an executive officer

of the Company who filed two late Forms reporting one transaction on each and Charles Kessler

former executive officer of the Company who filed one late Form reporting one transaction

COMPENSATION DISCUSSION AND ANALYSIS

Summary

The economic downturn which began in the fiscal year
ended January 31 2009 Fiscal 2008 and

continued into Fiscal 2009 brought with it one of the most challenging business environments in generations

Significant declines in consumer confidence and change in consumer spending patterns
had direct and

-profound impact on the Companys performance In the face of these conditions the Company focused on

protecting its brands to support its long-term strategy
The Company continues to believe that this focus was

appropriate particularly given the strong international reception of its brands

In this context the Company accelerated its international iore openings while significantly reducing the

number of domestic store openings compared to prior years
This approach reflected the Companys strategy

of focusing on the areas of greatest long-term growth opportunity During Fiscal 2009 the Company achieved

number of significant
milestones with regard to its international strategy The Company opened flagship

stores in Milan Italy and Tokyo Japan its first two stores in non-English speaking countries and introduced

the Hollister brand in Germany and Italy in addition to increasing its presence in the United Kingdom The

performance of the international flagships and mall-based stores demonstrates to the Company that there is

tremendous opportunity
abroad The sales and profitability

of these international mall-based stores are

significantly higher than comparable U.S stores In 2010 the Company continues to make progress on its

plans to open additional flagships and mall-based stores

In Fiscal 2009 after review of strategic options the Board authorized the Company to close its Ruehl

branded stores and related direct-to-consumer business which closure was completed by the end of the fiscal

year The Company believes that the closure of Ruehi enabled the Company to focus its resources on the areas

of greatest opportunity In addition during Fiscal 2009 the Company began review of lower-performing

U.S based stores with particular focus on stores with leases expiring in the next two to three years Overall

while continuing to focus on its international strategy the Company is also expending significant
efforts in

seeking to achieve sustained improvement in the performance
of its domestic business

The Compensation Committee holds the view that while overall compensation must be aligned with the

creation of stockholder value over the long term short-term performance must also factor into annual

compensation Thus the compensation earned by the individuals addressed in this Compensation Discussion

and Analysis recognizes the impact of the Companys Fiscal 2009 performance and consequently there

were no annual cash incentive compensation payouts for named executive officers other than Mr Cupps and

significantly
lower equity value for most executive officers in Fiscal 2009 compared to previous years

The Companys named executive officers NEOs include the following individuals who are currently

serving as executive officers of the Company

Michael Jeffries Chairman and Chief Executive Officer CEO
Jonathan Ramsden Executive Vice President and Chief Financial Officer CFO
Diane Chang Executive Vice President Sourcing
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Leslee Herro Executive Vice President Planning and Allocation

David Cupps Senior Vice President General Counsel and Secretary

Effective January 22 2010 Charles Kessler who was serving as Executive Vice President Female

Merchandising resigned from his executive level position
with the Company and will remain on transitional

basis in non-executive role with the Company through July 31 2010 As Mr Kessler was an executive

officer for the majority of Fiscal 2009 and an NEO for purposes of the Fiscal 2009 Summary Compensation

Table this Compensation Discussion and Analysis will include discussion applicable to Mr Kessler as well

as the other NEOs listed above

Compensation Objectives

The compensation programs are governed by the Compensation Committee of the Boar4 which is

comprised solely of independent non-associate directors of the Company See the description of the

Compensation Committee beginning on page 16

The Company operates in the fast-paced and highly competitive arena of specialty retail To be

successful the Company must attract and retain key creative and management talents who thrive in this

environment The Company sets high goals and expects superior performance from these individuals The

Companys executive compensation structure is designed to support this culture As such the Companys

executive compensation and benefit programs are designed to

drive high performance to achieve financial goals and create long-term stockholder value

reflect the strong team-based culture of the Company

provide compensation opportunities that are competitive with those offered by similar retail industry

organizations and other companies with which the Company competes for high caliber executive

talent

be cost-efficient and fair to associates management and stockholders and

be effectively communicated to and understood by program participants

Management in consultation with the Compensation Committee and its outside advisors described

below under the caption Role of the Compensation Committee has developed an executive compen

sation and benefits strategy that rewards the performance behaviors and culture that the Company believes

create stockholder value Thus the compensation earned by executive officers reflects

both annual cash incentive compensation and long-term equity compensation that are tied to the

fmancial results of the Company as whole This team-based approach fosters an environment of

cooperation that has been instrumental in the Companys success

compensation strategy that places significant portion of total compensation at risk through annual

and long-term incentive programs For NEOs the majority of their total compensation is contingent

upon Company fmancial performance and appreciation in the market price of the Companys

Common Stock

combination of annual and long-term incentives that is meant to balance short-term operational

objectives such as the achievement of seasonal operating income targets and the long-term return on
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investment for stockholders The appropriate mix of incentives leads management to consider

decisions in the context of both short-term and long-term results

compensation strategy that provides competitive compensation commensurate with performance

The Compensation Committee reviews the range of incentives that can be earned i.e from threshold

to maximum and establishes performance goals appropriate for the incentive awards e.g top quartile

compensation is only earned for top quartile performance while below target performance results in

below target compensation and

compensation strategy that promotes long-term commitment to the Company The Company

believes there is great value in creating team of tenured seasoned professionals The Company

encourages this long-term commitment through the vesting schedules of restricted stock unit awards

stock appreciation right awards and option awards

Role of the Compensation Committee

In making executive compensation decisions the Compensation Committee is advised by both an

independent counsel Gibson Dunn Crutcher LLP Gibson Dunn and an independent compensation

consultant Pearl Meyer Partners LLC Pearl Meyer The only services that Pearl Meyer and Gibson

Dunn perform for the Company are at the direction of the Compensation Committee Pearl Meyer and Gibson

Dunn did not provide any services to the Company in Fiscal 2009 other than executive and director

compensation consulting and advisory services In this regard the Compensation Committee has adopted

policy regarding the use of outside compensation consultants that provides as follows

If the Committee retains compensation consultant to provide advice information and other

services to the Committee relating to the compensation of the Companys Chief Executive Officer its

officers identified in Rule 6a- under the Exchange Act or its non-associate directors or other matters

within the responsibility of the Committee such consultant may only provide services to or under the

direction of the Committee and is prohibited from providing any other services to the Company

The Compensation Committee has the right to terminate the services of counsel and the compensation

consultant at any time While the Compensation Committee retains Gibson Dunn and Pearl Meyer directly

Gibson Dunn and Pearl Meyer interact with the Companys Senior Vice President of Human Resources the

Companys office of General Counsel and the Companys Chief Financial Officer and their respective staffs in

carrying out assignments in order to obtain compensation and performance data for the executive officers and

the Company In addition the Compensation Committees advisors may at their discretion seek input and

feedback from management regarding their work product prior to presentation to the Compensation

Committee in order to confirm information or address other similar issues Representatives from Gibson

Dunn and Pearl Meyer are present at all Compensation Committee meetings Both firms provide independent

perspectives on any management proposals Gibson Dunn and Pearl Meyer representatives generally remain

during executive session for open dialogue on proposals

Only Compensation Committee members vote on the Committees decisions regarding executive

compensation The Compensation Committee receives information from the CEO regarding his own goals

and targets and his recommendations for compensation of the other NEOs In addition the CEO provides the

Compensation Committee with self-evaluation but decisions of the Compensation Committee regarding

compensation for the CEO and other NEOs are ultimately made solely by the Compensation Committee with

input from management and the Compensation Committees advisors The Compensation Committee often

requests certain Company executive officers to be present at Compensation Committee meetings where

37



executive compensation and Company and individual performance are discussed and evaluated so they can

provide input into the decision-making process
Executive officers may provide insight suggestions or

recommendations regarding executive compensation during periods of general discussion but do not have

vote in any decision-making

Compensation and Benefits Structure

Pay Level Determination of the appropriate pay opportunity

Pay levels for all associates of the Company including the NEOs listed in the Fiscal 2009 Summary

Compensation Table on page 52 are determined based on number of factors including each individuals

roles and responsibilities within the Company current compensation experience and expertise pay levels in

the competitive market for similarpositions
internal pay equity relationships between the executive officers

and the CEO and the performance of the individual his/her business unit and the Company as whole The

Compensation Committee approves the pay levels for all the executive officers In determining the pay levels

the Compensation Committee considers all elements of compensation and benefits

The Compensation Committee uses number of sources to determine the competitive market The

primary data source used in setting competitive market levels for the NEOs is information publicly disclosed

by the peer retail companies listed below Annually the compensation consultant to the Compensation

Conmiittee and the Compensation Committee evaluate whether companies should be added to or removed

from the list of peer retail companies The annual review considers such factors as revenue market

capitalization and geographic location The Compensation Committee reviews information on all forms

of compensation provided by the peer retail companies e.g salary bonus short-term incentives and long-

term incentives The public information for the peer
retail companies is supplemented with survey data

which provides position-based compensation levels across broad industry segments The compensation

consultant to the Compensation Committee uses survey data from multiple providers including Mercer Hay

Group Salary.com Hewitt Associates Inc and Towers Watson The Compensation Committee does not

make any decisions with respect to the companies that participate in these surveys and views the name of

each such company as immaterial to its decision-making process For corporate
staff positions such as the

Chief Financial Officer the Compensation Committee considers survey data based on companies of similar

size without regard to industry For industry specific positions such as the Executive Vice Presidents of

Sourcing and Planning and Allocation the Compensation Committee considers retail industry survey
data for

companies of similar size

The peer retail companies used by the Compensation Committee in determining the competitive

market include

Aeropostale Inc American Eagle Outfitters Inc

AnnTaylor Stores Corporation Coach Inc

The Gap Inc Guess Inc

Crew Group Inc Jones Apparel Group Inc

Kenneth Cole Productions Inc Limited Brands Inc

Liz Claibomne Inc Nordstrom Inc

Polo Ralph Lauren Corporation Quiksilver Inc

Saks Incorporated
The Talbots Inc

Tiffany Co The Timberland Company

Urban Outfitters Inc Wiliams-Sonoma Inc
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Relative to the competitive market data the Compensation Committee intends that the overall total

compensation opportunity for the executive group for the achievement of target performance will be

approximately equal to the 75 percentile of identified comparator companies This same market positioning

is used for other professionals
within the Company In view of the Companys competitive industiy its high

profile its need for highly-qualified individuals in creative areas and its geographic location the Com

pensation Committee believes that this
top quartile positioning is both necessary and appropriate Further

more the Company has history of setting challenging performance goals and the top quartile target

compensation levels are consistent with this goal-setting

As noted above notwithstanding the Companys overall pay positioning objectives pay opportunities

for specific individuals vary based on number of factors The Compensation Committee does not precisely

benchmark each executive officers compensation to market levels on an annual basis but it does review

market information and given year may engage itt more detailed review which may result in sigrnficant

adjustments to given executive officers compensation Actual total compensation in given year
will vary

above or below the target compensation levels based primarily on the attainment of overall Company

financial goals and the creation of stockholder yalue

Pay Mix Deternination of each element of compensation its purpose and design and its relationship

to the overall pay program

The Companys compensation program consists of the following elements

Base Salary fixed pay that takes into account an individuals role and responsibilities experience

expertise and individual performance

Annual Incentive Compensation Program variable pay that is designed to reward attainment of

annual business goals with target award opportunities expressed as percentage of base salary

Long-Term Incentive Program stock-based awards tied to retention and increases in stockholder

value over longer terms and intended to tie the interests of executive officers to those of stockholders

Benefits additional programs offered to attract and retain capable executive officers

Base Salary

NEO base salaries reflect the Companys operating philosophy culture and business direction with each

salary determined by an annual assessment of number of factors including the individuals current base

salary job responsibilities impact on development and achievement of business strategy labor market

compensation data individual performance relative to job requirements the Companys ability to attract and

retain critical executive officers and salaries paid for comparable positions within an identified compensation

peer group The Compensation Committee intends that base salary together with other principal components

of compensation at target opportunity levels will approximate the 75t1i percentile
of total compensation levels

provided by the peer companies Nevertheless no specific weighting is applied to the factors considered in

setting the level of base salary and thus the process
relies on the subjective exercise of the Compensation

Committees judgment

Annual Incentive Compensation Plan

The Incentive Compensation Performance Plan the Incentive Plan approved by stockholders at the

2007 Annual Meeting is designed to focus on and reward short-term operating performance It is the broadest
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of the Companys management incentive programs covering approximately 834 participants including the

CEO and the other NEOs The Incentive Plan has target
incentive levels expressed as percentage of base

salary for each level of associate Each participant in the Incentive Plan is assigned to an incentive level based

on his/her position within the Company with higher levels of associates having more pay at risk The short-

term incentive level for each associate is determined in conjunction with the other principal elements of

compensation base salary and long-term incentives As described above it is the Compensation Commit

tees intent thatall elements combined should approximate the 75th percentile of total compensation provided

by the peer companies

Minimum Payout at Target Maximum

Annual Threshold Annual Annual

Incentive Performance Incentive Incentive

asa%of asa%of asa%of asa%of

NEO Base Salary Base Salary Base Salary Base Salary

Michael Jeffries 0% 30% 120% 240%

Jonathan Ramsden 0% 18.75% 75% 150%

Diane Chang 0% 21.25% 85% 170%

Leslie Herro 0% 21.25% 85% 170%

David Cupps 0% 10% 40% 80%

Charles Kessler 0% 18.75% 75% 150%

The Companys Incentive Plan is divided into two six-month periods that correspond to the Companys

selling seasons February through July the Spring season and August through January the Fall season

The participants annual opportunity is divided into two performance periods the target incentive payout

for the Spring season equals 40% of the annual target incentive opportunity and the target incentive payout for

the Fall season equals 60% of the annual target
incentive opportunity The split in the annual target incentive

opportunity is based on historical seasonality of operating results going back several years
Actual awards

under the Incentive Plan vary based upon actual performance of the Company relative to the goals set by the

Compensation Committee at the beginning of each season as discussed in the section captioned

Pay-for-Performance Determination of the performance measures and goals used in the pay pro

grams below The maximum incentive opportunity that can be earned under the Incentive Plan is two times

the target award for the achievement of outstanding performance For performance falling in between the

threshold target and maximum performance levels the Company awards incentive payout amounts on

an interpolated basis

The Compensation Committee administers the Incentive Plan in manner such that payments under the

Incentive Plan can qualify as performance-based compensation under Section 162m of the Internal

Revenue Code

Long-Term Incentive Program for NEOs other than the CEO

Long-term incentives are used to balance the short-term focus of the annual cash incentive compensation

program by tying significant portion of total compensation to performance achieved over multi-year

periods Under the 2005 Long-Term Incentive Plan the 2005 LTIP which was approved by stockholders

at the 2005 Annual Meeting and the 2007 Long-Term Incentive Plan the 2007 LTIP which was approved

by stockholders at the 2007 Annual Meeting the Compensation Committee may grant variety of long-term

incentive vehicles including options stock appreciation rights SARs restricted stock units and per

formance shares For NEOs other than the CEO the Company currently relies on combination of restricted
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stock units options and SARs The combination of the types of awards provides balance between retention

through restricted stock units and long-term performance through options and stock appreciation rights as

described below Furthermore the use of stock-based compensation
in the long-term incentive program

balances the cash-based nature of short-term incentive pay i.e base salary and annual cash incentive

payouts

In general the restricted stock unit grants have historically vested according to the schedule below

provided that the associate continues to work for the Company through the vesting dates The weighting of the

vesting toward the later years
rewards retention

Vesting Date
Annual Vesting Cumulative Vesting

Anniversary of Grant Date 10% of grant
10% of grant

Anniversary of Grant Date 20% of grant
30% of grant

3rd Anniversary of Grant Date 30% of grant
60% of grant

4th Anniversary of Grant Date 40% of grant
100% of grant

Beginning with awards made to Executive Vice Presidents who were NEOs on the Fiscal 2008 grant

date the Company added performance component to the vesting schedule for restricted stock units The

restricted stock units will vest 25% year
if net income grows at 2% or more over the previous years net

income achievement If this performance hurdle is not met the restricted stock unit award will not vest in

accordance with the vesting schedule for that year The executive officer has the opportunity to earn back this

unvested portion of the award if cumulative performance hurdles are met in subsequent years The

Compensation Committee retains the right to adjust equity vesting schedules for specific circumstances

In Fiscal 2009 as described in the Fiscal 2009 Grants of Plan-Based Awards table the Executive Vice

Presidents were all granted stock appreciation rights The Compensation Committee felt that awarding stock

appreciation rights instead of restricted stock units on an annual basis provided greater alignment between the

interests of these executive officers and stockholders as Executive Vice Presidents will only receive value from

these awards if the market price of the Companys Common Stock appreciates over the price on the date of grant

In general option and SAR grants vest according to the schedule below provided that the associate

continues to work for the Company through the vesting dates

Vesting Date Annual Vesting Cumulative Vesting

Anniversary of Grant Date 25% of grant 25% of grant

Anniversary of Grant Date 25% of grant 50% of grant

Anniversary of Grant Date 25% of grant 75% of grant

4th Anniversary of Grant Date 25% of grant 100% of grant

While the Company believes that both retention and long-term performance are important objectives for

long-term incentive program the Company also believes that the at risk component of the long-term

incentive program should be higher for the more senior executive officers Structuring more of the long-term

incentive compensation of senior executive officers at risk more closely ties the economic benefit of such

compensation to the interests of stockholders as significant portion of their potential compensation will only

be realized if the market price of the Companys Common Stock increases Therefore the ratio of restricted

stock units to stock appreciation rights or options varies by level of participant
When compared to the

percentage of the total long-term award value received by majority of the associates in the form of restricted

stock units versus stock appreciation rights or options the more senior executive officers receive relatively
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lower percentage of their long-term award value in the form of restricted stock units and relatively higher

percentage in the form of stock appreciation rights or options For the Executive Vice Presidents 100% of

their total long-term incentive awards granted during Fiscal 2009 were in the form of stock appreciation

rights For the Senior Vice President listed as an NEO restricted stock units comprised 34% of the grant date

fair value of his Fiscal 2009 total long-term incentive award with the balance comprised of stock appreciation

rights

Equity awards for the CEO are established by the terms of his employment agreement and described

beginning on page 56

Target long-term incentive award levels are set so that the entire compensation package will fall at or

near the 75th percentile of identified comparator companies levels The Compensation Committee also

assesses aggregate
share

usage
and dilution levels in comparison to the

peer
retail companies and general

industry norms Within these general grant guidelines individual awards may be adjusted up or down to

reflect the performance of the executive officer and his or her potential to contribute to the success of the

Companys initiatives to create stockholder value and other individual considerations

The Compensation Committee has adopted an Equity Grant Policy pursuant to which it reviews and

approves individual grants for the NEOs as well as the total number of options stock appreciation rights and

restricted stock unit grants made to all associates The annual grants typically are reviewed and approved at

the Compensation Conunittees scheduled March meeting The grant date for these annual grants is the date

of the Compensation Committee meeting at which they are approved Administration of restricted stock unit

option and stock appreciation right awards is managed by the Companys human resources department with

specific instructions related to timing of grants given by the Compensation Committee The Company has no

intention plan or practice to select annual grant dates for NEOs in coordination with the release of material

non-public information or to time the release of such information because of award dates

Benefits

As associates of the Company the NEOs are eligible to participate in all of the broad-based Company-

sponsored benefits programs on the same basis as other full-time associates

In addition to the qualified Abercrombie Fitch Co Savings and Retirement Plan the 401k Plan
the Company has nonqualified deferred compensation plan the Abercrombie Fitch Nonqualified Savings

and Supplemental Retirement Plan the Nonqualified Savings and Supplemental Retirement Plan that

allows executive officers to defer portion of their compensation over-and-above the Internal Revenue

Service IRS limits imposed on the Companys 401k Plan The Company also makes matching and

retirement contributions to the Nonqualified Savings and Supplemental Retirement Plan on behalf of the

participants Company contributions have five-year vesting schedule The Nonqualified Savings and

Supplemental Retirement Plan allows participants the opportunity to save and invest their own money on the

same basis as percentage of their pay as other associates under the 401k Plan Furthermore the

Nonqualified Savings and Supplemental Retirement Plan is competitive and the Companys contribution

element provides retention value The Companys Nonqualified Savings and Supplemental Retirement Plan is

further described and Company contributions and the individual account balances for the NEOs are disclosed

under the section captioned Nonqualified Deferred Compensation beginning on page 61 The Company

provides separate Supplemental Executive Retirement Plan to the Companys Chairman and CEO the

material provisions of which are described under the section captioned Pension Benefits beginning on

page 60
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The Company offers life insurance benefit for all full-time associates equal to two times base salary

For Vice Presidents and above the death benefit is set at four times base salary

The Company offers long-term disability benefit to all full-time associates which covers 60% of base

salary for the disability period In addition the Company offers an Executive Long-Term Disability Plan for

all associates earning over $200000 in base salary which covers an additional 15% of base salary and 75% of

target annual cash incentive compensation for the disability period

The Company does not offer perquisites to its executive officers that are not widely available to all full-

time associates with the exception of the CEO who is currently provided certain perquisites including

supplemental life insurance and through the end of Fiscal 2009 unlimited private air travel pursuant to the

terms of his employment agreement as more fully described in the footnotes to the Fiscal 2009 Summary

Compensation Table on page 52 At the time the CEOs employifient agreement was entered into the

Compensation Committee carefully considered the provision of these benefits including private air travel and

personal security and approved those benefits out of concern for the CEOs safety and his extensive travel

schedule

In light of changing compensation practices the Compensation Committee and the CEO have agreed to

an amendment to the CEOs employment agreement entered into on April 12 2010 pursuant to which the

CEO will commencing with the 2010 fiscal year no longer be entitled to unlimited use of Company aircraft

for personal travel without reimbursement to the Company Beginning with Fiscal 2010 to the extent the

aggregate incremental cost to the Company of the CEOs personal use of Company aircraft in any fiscal year

exceeds $200000 the CEO will reimburse the Company for the amount by which his personal use exceeds

$200000 In addition beginning with the Fiscal 2010 year the CEOs right to tax gross-up
in connection

with his personal use of Company aircraft has been eliminated In consideration for these modifications of the

CEOs employment agreement the Company paid to the CEO lump-sum cash payment of $4000000 This

payment is subject to clawback of pro-rated portion
thereof in the event that the CEO voluntarily

terminates his employment without good reason prior to the expiration of the term of his employment

agreement on February 2014 Beginning in Fiscal 2010 the Compensation Committee and the CEO have

also agreed to eliminate the tax gross-up
in connection with personal security provided by the Company

Employment Agreements Severance and Change-in-Control Benefits

The Compensation Committee carefully considers the use and conditions of employment agreements

The Compensation Committee recognizes that in certain circumstances formal written employment con

tracts are necessary
in order to successfully recruit and retain senior executive officers Currently only

Mr Jeifries the CEO has such an employment contract the material provisions of which are described in the

section captioned Employment Agreement with Mr Jeffries beginning on page 56 The Compensation

Committee believes it is in the best interest of the Company to ensure that Mr Jeffries employment is secured

through the use of contract Although the Company has existed for more than 100 years Mr Jeffries role is

more akin to founder than typical CEO His vision has transformed the Company into one of the most

successful and widely known specialty retailers

All associates who participate in the Companys stock-based compensation plans including the NEOs

other than the CEO with respect to awards granted to him pursuant to his employment agreement are

entitled to certain benefits in the event of termination due to death or disability or change in control as set

forth in the plan documents for the Companys stock-based compensation plans The foregoing arrangements
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are discussed in further detail in the section captioned Potential Payments Upon Termination or Change

in Control beginning on page 64

Other Compensation Considerations

As general matter the Compensation Committee considers the various tax and accounting implications

of compensation vehicles employed by the Company

When determining amounts of long-term incentive grants to executive officers and associates the

Compensation Conmættee examines the accounting cost associated with the grants Under U.S generally

accepted accounting principles grants of options SARs restricted stock units and other share-based

payments result in an accounting charge for the Company Share-based compensation expense is recognized

net of estimated forfeitures over the requisite service penod on straight line basis The Company estimates

the fair value of options and SARs granted using the Black-Scholes option-pricing model In the case of

restricted stock units the Company calculates the fair value of the restricted stock units granted as the market

price.of the underlyiug Common Stock on the date of grant adjusted for anticipated dividend payments during

the vesting period

Section 162m of the Internal Revenue Code generally prohibits any publicly-held corporation from

taking federal income tax deduction for compensation paid in excess of$1000000 in any taxable year to the

chief executive officer and the other named executive officers excluding the chief fmancial officer

Section 162m excepts qualified performance-based compensation among other things from this deduct

ibility limitation It is the Compensation Committees policy to maximize the deductibility of executive

compensation to the extent compatible with the needs of the business as the Compensation Committee

believes that compensation and benefits decisions should be primarily driven by the needs of the business

rather than by tax policy Therefore the Compensation Committee may make pay decisions such as the

determination of the CEOs base salary that result in compensation expense that is not fully deductible under

Section 162m For Fiscal 2009 Section 162m prohibited the deduction of approximately $5 million in

executive compensation primarily as result of restricted stock unit awards granted prior to Fiscal 2008 to

Mr Jeifries Ms Chang and Ms Herro that do not contain performance-based vesting criteria Beginning in

Fiscal 2008 restricted stock unit grants
made to NEOs at the Executive Vice President level have

performance-based vesting schedule that would qualify any compensation recognized from the grants as

performance-based compensation under Section 162m and therefore exempt such compensation from the

Section 162m deductibility limitation

Pay-for-Performance Determination of the performance measures and goals used in the pay

programs

The Company uses several vehicles to create strong
link between pay and performance

The Incentive Plan rewards participants for the achievement of short-term operational goals As

mentioned above the Company has used the Incentive Plan as means to focus the organization on the

achievement of seasonal financial performance goals For Fiscal 2009 the Company performance measure

for both the Spring and Fall seasons was operating income Until this season and the significant downturn in

the economy target payout was tied to the achievement of budgeted net income Due to potential volatility in
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the Companys effective income tax rate for the period operating income was used for the Spring 2009 and

Fall 2009 seasons The metrics for each period were as follows

Spring 2009 Metric Operating Income $000s

Below Threshold Target Maximum Actual

Threshold

Payout 0% 25% 100% 200% 0%

Operating $0 $21500 $90309 $190441 $39488

Income Loss

Excludes non-cash asset impairment charges of $51.5 million related to Ruehi branded stores and charges

of $23.6 million associated with the closure of Ruehl branded stores and related direct-to-consumer

operations primarily related to lease termination agreements These charges as well as operating results

for Ruehl were reclassified into discontinued operations as of January 30 2010

Threshold payout levels under the Incentive Plan have historically been set to equal the previous years

actual results As result no payout occurred unless the Company beat the previous years performance The

radical shift in the economic environment led to change in this methodology for Spring 2009 For this

season the threshold level of payout was tied to managements overall budget expectation for the period

However as actual performance was below threshold no cash incentive compensation was paid for Spring

2009

In Fall 2009 the Compensation Committee set two different goals for the Incentive Plan The goals for

the non-NEOs provided payout beginning at the achievement of $100000000 of operating income target

level bonus for non-NEOs for Fall 2009 performance required the Company to achieve actual Fall 2008

operating income performance The Compensation Committee set more aggressive goal for the NEOs as no

payout could occur for Fall 2009 performance for the NEOs unless the Company met or exceeded actual Fall

2008 operating income performance

Fall 2009 Metric Operating Income $000s

Below Threshold Target Maximum Actual

Threshold

Payout Non-NEOs 0% 25% 100% 200% 60%

Payout NEOs 0% 0% 100% 200% 0%

Operating Income $0 $100000 $224784 $363154 $1691451

Excludes non-cash asset impairment charges of $33.2 million related to 99 stores and includes

$7.0 million loss associated with Ruehi operating results for the Fall 2009 period which has been

included in discontinued operations as of January 30 2010

45



For the Fall 2009 period non-NEOs received cash incentive compensation payment for the period

equal to 60% of the target award NEOs did not receive cash incentive compensation payment for this

period Mr Cupps was not an NEO until the resignation of Mr Charles Kessler eight days before the end of the

Fall 2009 period Mr Cuppss cash incentive compensation payment was therefore determined using the

non-NEO goal described above and he received partial payout as shown in the Fiscal 2009 Summary

Compensation Table on page 52 The remaining NEOs received no cash incentive compensation payment for

Fiscal 2009

The Incentive Plan gives the Compensation Committee members discretion to adjust cash incentive

payouts
downward based on their business judgment However the Compensation Committee may not adjust

cash incentive
payouts upward under the terms of the Incentive Plan

Clawback Policy

The plans pursuant to which short-term and long-term incentive compensation is paid to the Companys

executive officers i.e the Companys Incentive Plan 2005 LTIP and 2007 LTIP each include stringent

clawback provision which allows the Company to seek repayment of any incentive amounts that were

erroneously paid Each of the plans provides that if participant including one or more NEOs has

received payments under the plan pursuant to the achievement of performance goal and ii the Compen
sation Committee determines that the earlier determination as to the achievement of the performance goal was

based on incorrect data and in fact the performance goal had not been achieved or had been achieved to

lesser extent than originally determined and portion of such payment would not have been paid given the

correct data then such portion of any such payment paid to the participant must be repaid by such participant

to the Company This provision provides significant protection to the Company since there is no requirement

of misconduct on the part of the plan participant before the clawback provision is triggered

Fiscal 2009 Compensation Actions

CEO Employment Agreement

As noted above the Compensation Committee believes it is in the best interest of the Company to secure

Mr Jeifries employment through the use of contract because his vision and leadership transformed the

Company into one of the strongest specialty retailers in the country over the past decade As previously

reported Mr Jeffries and the Company were party to an employment agreement that was scheduled to expire

on December 31 2008 Given the importance of his vision and leadership to the Company the Compensation

Committee was keenly interested in keeping Mr Jeifries engaged in the Companys business and thus desired

long-term employment agreement that would motivate Mr Jeffries performance and also seek to

implement executive compensation and corporate governance best practices The Compensation Committee

believes that these goals were attained and are reflected in the employment agreement entered into between

the Company and Mr Jeifries as of December 19 2008 Certain of the material terms of that agreement

which were fully disclosed in the Companys SEC filings in 2008 and 2009 are as follows

the agreement has five-year term ending February 2014 and as such represents long-term

commitment from Mr Jeffries to the Company

the agreement provided for retention grant of an aggregate of 4000000 SARs that fully vest only

upon Mr Jeffries completion of the five-year term as an active associate of the Company the

Retention Grant In the case of involuntary termination of Mr Jeifries employment without cause

or his disability or death prior to February 12014 he would only be entitled to pro-rats portion of the
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Retention Grant For further details of the Retention Grant refer to the discussion of the terms of the

employment agreement in the section captioned Employment Agreement with Mr Jeffries

beginning on page 56

the agreement is designed to deliver equity awards to Mr Jeffnes that are closely tied to and reflect

sustained stockholder value creation As such 50% of the SARs subject to the Retention Grant were

awarded with exercise prices that exceed the fair market valne of the underlying Common Stock on the

grant
date with such exercise prices ranging from 120% to 180% of the fair market value of the

underlying Common Stock on the grant
date of the SARs and iiMr Jeffriess future equity awards

beyond the SARs subject to the Retention Grant will equal 2.5% of the amount of the Companys

total stockholder return or TSR as defmed in the agreement over the applicable semi-annual period

less cash compensation and pension benefits paid to or earned by Mr Jeifries in that period provided

that such amount will be capped at 25% of adjusted operating
iffcome as defined the agreement

For further details of the potential future equity awards to Mr Jeifries under his employment

agreement refer to the discussion of the terms of the employment agreement beginning on

page 56 and

the shares of Common Stock issued to Mr Jeifries upon exercise of the SARs subject to the Retention

Grant after completion of the five-year contract term are subject to mandatory holding periods which

prohibit sales or other transfers of the shares of Common Stock for period ofsix months for 50% of

the shares or 12 months for the remaining 50% following expiration of the term

As noted above additional details of the employment agreement and the vesting and other terms of the

Retention Grants and the semi-annual grants
made and to be made to Mr Jeffries under the terms of the

employment agreement are provided in the section captioned EmpJoyment Agreement with Mr Jeifries

beginning on page 56

Compensation for Fiscal 2009 related to Mr Jeffries

The Fiscal 2009 Summary Compensation Table on page 52 shows Fiscal 2009 total compensation for

Mr Jeifries of $36335644 as calculated under executive compensation disclosure rules adopted by the SEC

on December 23 2009 and effective as of February 282010 The Boards Compensation Committee believes

that the following considerations are relevant to an understanding of the compensation awarded to Mr Jeifries

in Fiscal 2009

Of the total compensation of $36335644 reported for Mr Jeffries over 90% represents equity awards

granted during Fiscal 2009 but which will only be realizable in future years and upon the satisfaction of

certain conditions The vast majority of Mr Jeffries total compensation for Fiscal 2009 and Fiscal 2008

reported in the Fiscal 2009 Summary Compensation Table on page 52 is non-cash and relates to stock

appreciation right awards granted to Mr Jeffries under the employment agreement entered into with the

Company in December 2008 the Jeifries Agreement Under the new SEC rules regarding the disclosure of

stock-based compensation that became effective as of February 282010 the full grant date fair value of those

stock appreciation right awards must be disclosed in the Fiscal 2009 Summary Compensation Table as

compensation awarded to Mr Jeffries in Fiscal 2009 for the portion of the awards granted in Fiscal

2009 and Fiscal 2008 for the portion of the awards granted in Fiscal 2008

The Compensation Committee views those stock awards particularly the Retention Grant provided to

Mr Jeifries through the Jefines Agreement as compensation to be earned by Mr Jeifries over the full five

year term of the Jeffries Agreement The Retention Grant will not become vested meaning that Mr Jeifries
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will not be able to exercise the award and receive
any

shares earned under the award unless and until

Mr Jeifries remains continuously employed by the Company through January 31 2014 subject only to

limited vesting acceleration under the severance provisions of the employment agreement and is subject to

certain transfer restrictions Similarly no portion of the semi-annual grant made in September 2009 under the

terms of the Jeifries Agreement vested in Fiscal 2009 as the stock appreciation rights which are the subject of

the semi-annual grant will become vested in equal annual installments over the four-year period following the

grant date

The table below presents another way of looking at Mr Jeifries stock-based compensation for Fiscal

2009 As illustrated by the table the current in-the-money value of such stock-based compensation as of the

end of Fiscal 2009 was significantly lower than the grant date fair value shown in the Fiscal 2009 Summary

Compensation Table

Fiscal 2009 CEO SAR Grants

ln-the.Money Value

Stock Price
at Fiscal 2009 Year-End

Grant Exercise on Grant Grant Date Total Vested

Date SARs Price Date Fair Value Value Value

3/2/2009 600000 $20.750 $20.750 4896000 $6474000 $0

3/2/2009 150000 $24.900 $20.750 $1077000 996000 $0

3/2/2009 150000 $29.050 $20.750 957000 373500 $0

3/2/2009 150000 $33.200 $20.750 855000 $0

3/2/2009 150000 $37.350 $20.750 769500 $0

9/1/2009 600000 $3 1.660 $3 1.660 6930000 $0

9/1/2009 150000 $37.992 $3 1.660 $1522500 $0

9/1/2009 150000 $44.324 $3 1.660 $1350000 $0

9/1/2009 150000 $50.656 $31.660 1206000 $0

9/1/2009 150000 $56.988 $31.660 1084500 $0

9/22/2009 1043367 $33.530 $33.530 $12645608 $0

TOTAL 3443367 $32.991 $28.425 $33293108 $7843500 $0

The Fiscal 2009 year-end in-the-money value of $7843500 represents less than 1% of the increase in

the market capitalization of the Company during Fiscal 2009 For the purposes of this calculation the increase

in market capitalization has been calculated by multiplying the number of shares outstanding by the ending

market price for the beginning of the year February 2009 and comparing that amount to that determined

using the same calculation as of January 29 2010

In addition to the grant date fair value of the stock appreciation rights there are other amounts in the

Fiscal 2009 Summary Compensation Table that were not payable to Mr Jeifries during Fiscal 2009
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As shown in the table balow under the executive compensation disclosure rules in effect for Fiscal 2008

and prior years Mir Jeffries total reported compensation of$10900269 for Fiscal 2009 would have reflected

decrease of 33% from his reported total compensation of $16208938 for Fiscal 2008 The new rules

applicable to this Proxy Statement result in 57% increase in reported total compensation from $23198271

to $36335644 between Fiscal 2008 and Fiscal 2009

It is important to note that the accounting rules applicable to Mr Jeifries stock-based awards have not

changed but that the change in values reported in the Fiscal 2009 Summary Compensation Table reflect

change in the SEC Rules regarding the disclosure of stock-based awards In addition the lower compensation

values reported under the rules in effect for Fiscal 2008 and prior years more closely approximate the actual

expense reported by the Company in its Consolidated Statement of Operations and Comprehensive Income

for Fiscal 2009

The following table is provided for illustrative purposes to compare the disclosure requirements under

the new SEC Rules effective as of February 28 2010 compared to the rules used in the prior year and is not

intended to replace the Fiscal 2009 Summary Compensation Table on page 52

Fiscal 2009 Fiscal 2008

Old Rules New Rules Old Rules New Rules Notes

Salary 1500000 1500000 1500000 1500000

Equity Compensation

Retention Grant 5.532098 $20647500 296827 $12900000 The retention grant
will only be

earned if Mr Jeifries remains

employed through January 2014

with certain exceptions as described

beginning on page 64

Semi-Annual Grants 1125976 $12645608 ---- The semi-annual grant rests in four

equal annual installments beginning

September 2010 based on continued

service through each vesting
date

Gareer Share Award 4J27924

Other Awards $1199659 1485916 Grants made prior so Fiscal 2008 for

which expense was recognized

during the year

Total Equity Compensation 7857733 $33293108 5910667 $12900000

Non-Equity Incentive Plan

Compensation 6482400 6.482.401 includes Spring 2t108 cash incentive

compensation payment of $482400

there was no Fall 2008 cash

incentive compensation payment

and $6000000 stay
bonus

received for service and performance

from 2005 through January 2009

pursuant to Mr Jeffries prior

employment agreement

Change in Pension Value and

Nonqualified Deferred

Compensation Earnings 15.545 15545 288748 288.748

All Other Compensation 1526991 1526991 2027123 2027123

Total Compensation 810900269 $36335644 $16208938 $23198271
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Merit Increases

In Fiscal 2009 the Company established an aggregate base salary increase budget In doing so the

Company reviewed market data on projected base salary increases published by numerous sources including

WorldatWork and Towers Watson The Compensation Committee did not award base pay increase to the

CEO as base pay was competitive nor to the CFO who had recently joined the Company Given the

challenging retail environment base salary increases for all home office associates including the NEOs were

delayed by five months beyond the typical effective date for base salary increases All eligible home office

associates in good standing other than the CEO and CFO who was not eligible received 2% increase to base

salary effective in August 2009 The 2% increase was meant to keep pace with labor market inflation

Incentive Compensation and Long-Term Incentives

The Incentive Plan goals are set seasonally For the Fall 2009 season the Company made total cash

incentive payouts of approximately $5.1 million to total of 821 associates The NEOs other than Mr Cupps

as previously mentioned on page 46 did not receive an incentive compensation payout for either season in

Fiscal 2009 based on Company performance

In Fiscal 2009 the Company granted total of 473197 restricted stock unit awards to total of 1007

associates In addition the Company granted total of 4240367 stock appreciation rights and stock options

to total of 60 associates The grant levels are based on the long-term equity value necessary to achieve the

Companys desired percentile of identified comparator companies positioning for the participants As

discussed on page 56 the Company granted the second and third portion of the Retention Grant to Mr Jeifries

under his 2008 employment agreement in March 2009 and September 2009 Before the Compensation

Committee approves the equity grants
in total the Committee reviews the overall dilution represented by the

awards to ensure that the overall share usage is consistent with competitive practice

Kesskr Resignation as an Executive Vice President

In the Current Report on Form 8-K filed by the Company on January 28 2010 with the SEC the

Company announced that Charles Kessler resigned as an executive officer on January 22 2010 and that

Mr Kessler will remain with the Company on transitional basis in non-executive role through July 31

2010

Mr Kessler entered into an agreement the Kessler Agreement with Abercrombie Fitch Man

agement Co subsidiary of the Company setting forth the terms of Mr Kesslers separation from

employment and service with the Company and its subsidiaries and afffliates

Base Salary Pursuant to the Kessler Agreement Mr Kesslers base salary $816000 will continue

through the transition period ending July 31 2010 or shorter period in the event Mr Kessler

commences other employment during the transition period and for 12 months thereafter

Bonus Mr Kessler will receive any incentive compensation actually earned under the Incentive Plan

for the six-month period ending January 30 2010 As described above the NEOs did not receive

incentive compensation for the Fall 2009 period similarly Mr Kessler received no incentive

compensation for the Fall 2009 period

Equity Provided Mr Kessler remains employed by the Company throughout the transition period

Mr Kessler will vest in respect of outstanding stock-based awards that by their terms vest prior to the

end of the transition period At the end of the transition period Mr Kessler will forfeit all unvested
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stock-based awards and will be entitled to exercise vested stock appreciation rights and stock options

in accordance with the terms of the applicable plans

Benefits Mr Kessler will also receive incidental benefits such as health care continuation and

outplacement services in accordance with the Companys past practices

Pursuant to the Kessler Agreement Mr Kessler agreed to non-disclosure covenant unlimited as to

time 12-month non-competition covenant and 24-month non-solicitation covenant Mt Kessler also

agreed to cooperate with the Company and its subsidiaries and affiliates both in defense of any claims asserted

against them and otherwise

REPORT OF THE COMPENSATION COMMIFEE ON EXECUTIVE COMPENSATION

The Compensation Committee of the Board reviewed the COMPENSATION DISCUSSION AND

ANALYSIS and discussed it with management Based on such review and discussion the Compensation

Committee recommended to the Board that the COMPENSATION DISCUSSION AND ANALYSIS be

included in this Proxy Statement

Submitted by the Compensation Committee of the Board

Lauren Brisky James Bachmann Edward Limato Craig Stapleton

Chair
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EXECUTIVE OFFICER COMPENSATION

Summary Compensation Table

The following table summarizes the compensation paid to awarded to or earned by the NEOs for Fiscal

2009 Fiscal 2008 and the fiscal
year

ended February 2008 Fiscal 2007 in accordance with new rules

promulgated by the SFC effective as of February 28 2010 Under the rules in effect prior to such date the

total compensation reflected in the table below would be different e.g the Chief Executive Officers total

compensation under the prior rules would have been $10900269 in Fiscal 2009 and $16208938 in Fiscal

2008 Because the effect of the new SEC rules is significant the Company believes that supplemental

disclosure may assist the stockholders in analyzing the compensation reflected in the following table This

supplemental disclosure is set forth under the section captioned COMPENSATION DISCUSSION AND
ANALYSIS Fiscal 2009 Compensation Actions Compensation for Fiscal 2009 related to Mr Jef

fries beginning on page 47 of this Proxy Statement

Fiscal 2009 Summary Compensation Table

lunge his

Pensic.n Value

and Nonqoalilleil

Non-Equity Deferred

Name and Principal Position During FIscal Stock Option lstcc.nthe Plait CompensatIon MI Other

2809 Fitcal Year Year Salary Bonn5 SKi Awards $2 Awards S2i Compensation $3 Earnings S4 CompensatIon $5 Tatni

Michael Jeffries 2009 $1500000 $33293108 15545 $1526991 $36335644

Chairman and Chief 2008 $1500001 $12900000 $6482400 288748 $2027123 $23198271

Executive Officer 2007 $1500000 54815115 $1940400 $1534842 $1414668 $11205025

Jonathan Ramsden 2009 700001 43859 743859

Executive Vice l9xxident and 2008 107692 $150000 749.870 405601 20.160 1.433322

Chief Financial Officer 2007

Diane Cluing 2009 923446 1408400 3.805 198959 2534610

Executive Vice President 2008 910385 $2301785 998338 183915 67.605 83389 4645417

Sourcing
2007 851923 $2117562 1131000 691268 28958 248077 5.068788

Leslee Herro 2009 923446 .408400 5757 197.103 2534706

Executive Vice President- 2008 910585 $2301 .785 998338 183915 100735 180863 4676021

Planning and Allocation 2007 851923 $2117562 1131000 691268 43116 245908 5080777

Charles Kexsler6 2009 897385 1408400 1061 145346 2362192

Executive Vice Prnisknt 2008 775770 924403 399335 100500 5060 119.265 2.334313

Female Merchandising 2007

David Cupps 2009 474338 78692 140.350 69034 160 105380 875954

Senior Vice President General 2008 467692 385168 99668 50384 .509 29206 1133.627

Counsel and Secretary 2007 372308 403.431 235400 64372 126 26832 .202469

The amount shown in the column for Mr Ramsden
represents signing bonus paid by the Company on

December 26 2008

The amounts included in the Stock Awards and Option Awards columns represent the grant date fair

value related to restricted stock unit awards and stock appreciation rights or stock option grants to the

NEOs computed in accordance with U.S generally accepted accounting principles For discussion of

valuation assumptions see Note Share-Based Compensation of the Notes to Consolidated Financial

Statements included in ITEM FINANCIAL STATEMENTS AN SUPPLEMENTARY DATA of

the Companys Annual Report on Form 10-K for Fiscal 2009 filed on March 292010 The actual number

of equity awards granted in Fiscal 2009 is shown in the Fiscal 2009 Grants of Plan-Based Awards table

Pursuant to applicable SEC Rules the amounts shown exclude the impact of estimated forfeitures related

to service-based vesting conditions These amounts do not necessarily reflect the actual value received or

to be received by the NEOs
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As discussed above in the section captioned Pay-for-Performance Determination of the perfor

mance measures and goals used in the pay programs the Incentive Plan performance metrics for the

Fall 2009 performance penod applicable to NEOs were substantially more difficult than those applicable

to the non-NEOs for the Fall 2009 performance period Following Mr Kesslers resignation as an

executive officer eight lays before the end of the performance period Mr Cupps became an NEO for

Fiscal 2009 under the SEC Rules governing executive compensation disclosure As Mr Cupps was non

NEO for all but eight days of the Fall 2009 performance period his Fall 2009 payout under the Incentive

Plan was calculated consistently with other similarly situated non-NIEOs

For all NEOs other than Mr Jeifries the amounts shown in this column for Fiscal 2009 Fiscal 2008 and

Fiscal 2007 represent the above-market earnings on their respective nonqualified deferred compensation

plan balances Above market-earnings is defined as earnings in excess of 120% of the long-term monthly

applicable federal rate APR The APR far January 2010 was 4.83% For Mr Jeifries the amount

shown in this column for Fiscal 2009 represents above-market earnings of $15545 on his nonqualified

deferred compensation plan balance but does not include the decrease in actuarial present value of

$971286 in respect
of Mr Jeffries accumulated benefit under the Chief Executive Officer Supplemental

Executive Retirement Plan which decrease was primarily due to decrease in the preceding 36-month

average compensation partially offset by decrease in the discount rate used in the calculation to

determine such benefit ii the amount shown in this column for Fiscal 2008 represents above-market

earnings of $288748 on his non-qualified deferred compensation plan balance but does not include the

decrease in actuarial present value of $3151685 in respect
of his accumulated benefit under the Chief

Executive Officer Supplemental Executive Retirement Plan which decrease was primarily due to

decrease in the preceding 36-month average compensation partially offset by decrease in the discount

rate used in the calculation to determine such benefit and iii the amount shown in this column for

Fiscal 2007 represents $1402684 increase in the actuarial present value of his accumulated benefit

under the Chief Executive Officer Supplemental
Executive Retirement Plan primarily due to changes in

the projected annual benefit as result of Mr Jeifries compensation during Fiscal 2007 and above-

market earnings of $132158 on his nonqualified deferred compensation plan balance

The amounts shown in this column reflect All Other Compensation which included the following for

Fiscal 2009

All Other Compensation Table

Company
Contributions to Life and

Nonqualified Long-Term

Savings and Disability

Company Supplemental Insurance

Contributions Retirement Premiums Tax Gross-Up

Name 401k Plana Planb Paidc Paymentsd Otbere Total

Michael Jeifries. $25340 $360128 $116875 $265431 $759217 $1526991

Jonathan E.Ramsden 2100 1615 3515 $15242 21387 43859

Diane Chang $25395 $165607 7957 198959

Leslee Herro $25602 $165607 5894 197103

Charles Kessler $25978 $115635 3733 145346

David Cupps $25368 34242 45770 105380

53



For each NEO the amount shown in this column represents
the aggregate amount of Company

matching and supplemental contributions to his or her accounts under the Companys 401k Plan

during Fiscal 2009

For each NEO the amount shown in this column represents the aggregate amount of Company

matching and supplemental contributions to his or her accounts under the Companys Nonqualified

Savings and Supplemental Retirement Plan during Fiscal 2009

For each NEO the amount shown in this column represents life and long-term disability insurance

premiums paid for by the Company during Fiscal 2009

For Mr Jeifries the amount shown in this column for Fiscal 2009 represents tax gross-ups
of

$170046 related to his personal use of the Company-owned aircraft ii $56237 related to

personal security and iii $39148 related to life insurance As described on page 43 Mr Jeffriess

right to the tax gross-up related to the personal use of Company aircraft was eliminated for Fisal

2010 and thereafter In addition Mr Jeffriess right to the tax gross-up related to personal security and

life insurance has been eliminated for Fiscal 2010 and thereafter For Mr Ramsden the amount

shown in this column for Fiscal 2009 represents tax gross-up related to reimbursement of rekcation

expenses

For Mr Jeffries the amount shown in this column for Fiscal 2009 represents the following

$119778 for personal security and ii $639439 in aggregate incremental cost of personal

use of the Company-owned aircraft calculated according to applicable SEC guidance As described

on page 43 beginning with Fiscal 2010 Mr Jeifries will be required to reimburse the Company if and

to the extent the aggregate incremental cost of his personal use exceeds $200000 in any fiscal year

The reported aggregate incremental cost is based on the direct costs associated with operating flight

including fuel landing fees pilot and flight attendant fees on-board catering and trip-related hangar

costs and excluding the value of the disallowed corporate income tax deductions associated with the

personal use of the aircraft Due to the fact that the Company-owned aircraft is used primarily for

business travel the reported aggregate incremental cost excluded fixed costs which do not change

based on usage including depreciation and monthly management fees For Mr Ramsden the amount

shown in this column represents reimbursement of relocation expenses

Mr Kessler resigned from his position as an executive officer of the Company effective January 22

2010 For details of the separation agreement between the Company and Mr Kessler refer to the section

captioned Mt Kesslers Resignation as an Executive Vice President beginning on page 50
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Grants of Plan-Based Awards

The following table sets forth information regarding cash and stock-based incentive awards granted to

the NEOs during Fiscal 2009

Fiscal 2009 Grants of Plan-Based Awards

-All Other

OptIon

SARs

All Other Awards Grant Date Fair Grant Bate

Stock Awards Number ExercIse or Value per Fair Value of

ate Numherof of SecurIties Base Irtce of Share of Stock Stock

er On- 401 Shares of Underlytog Optton/ Optioul Option

Grant
con ye war

Stock or Optluns/ SARa SARa SARa

Name Date Threshold Target Si Maslmuns UnIts SARs Awards Awards Awards

Michael Jeffries Spthg $180000 723000 $1440000

Pall $l080.000 $2160000

.3/212009 6000006 $20750 8.16 4896001

3/2/2009 1500006 $24900 7.18 1077.000

31712009 150.0006 $29050 6.38 957001

312/2009 ISQITI3O6 $33200 5.70 855300

3/2/2009 150.0006 $37350 5.13 769500

9/1/2009 6000006 $31660 $11.55 6.930000

9/1/2009 1500006 $37992 $10.15 1522.500

9/112009 1500006 844.324 9.00 1350000

9/112009 150.0006 $50656 8.04 1206300

9/112009 1500006 $56988 7.23 1084500

9/2212009 10433677 $33533 $12.12 512645.608

Jonathan Ramsdet .ing 52500 210100 420000

Fall 315000 630000

Diane Chang priog 79331 317322 634644

Fall 475983 951966

3/26/2009 1400008 25.71 $10.06 1.408.400

Leslec Herro Spring 79331 317322 $634644

Fall 475983 951966

3/26/2009 1400008 25.77 $10.06 1408400

Charlos KesslerS Spring 61200 244800 489.600

Fall 367200 734400

3/26/2009 1400108 25.77 $10.06 1408400

David Cupps Spring $19175 76704 153408

Fall 28764 115056 230112

3/26/2009
3.300 $23.85 78692

3/262009 1500016i 25.77 9.89 148350

These columns show the potential cash payouts under the Companys Incentive Plan for each of the Spring

season and Fall season in Fiscal 2009 The first row for each NEO represents the potential payout at various

levels for Spring and the second row represents the potential payout at various levels for Fall Refer to page 45

for the performance
metrics related to the Incentive Plan If threshold performance criteria are not satisfied

then the payouts
for all associates including the NEOs would be zero Actual amounts paid to the NEOs

under the Incentive Plan for Fiscal 2009 are shown in the column titled Non-Equity Incentive Plan

Compensation in the Fiscal 2009 Summaiy Compensation Table on page
52

This column shows the number of restricted stock units granted in Fiscal 2009 under the Companys 2007

LTIP The restricted stock units vest as to 10% on the one-year anniversary of the grant date an additional

20% on the two-year anniversary of the grant date an additional 30% on the three-year anniversary of the

grant date and an additional 40% on the four-year anniversary of the grant date
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This column shows the number of SARs granted to the NEOs in Fiscal 2009 under the Companys 2005

LTIP and the 2007 LTIP Grants were made to Michael Jeffnes under the Companys 2007 LTIR Grants

were made to Jonathan Ramsden Diane Chang Leslee Herro Charles Kessler and David

Cupps under the Companys 2005 LTIP

This column shows the exercise price of the SARs granted to NEOs which was the closing price of the

Companys Common Stock on the date of
grant

for grants dated March 26 2009 and September 222009

Mr Jeifries semi-annual grant For Mr Jeifries grants dated March 2009 and September 2009

both portions of Mr Jeffries Retention Grant with respect to 50% of the SARs the exercise price is

equal to the closing price of the Companys Common Stock on the
grant

date and with respect to the

remaining 50% of the SARs the number of SARs was divided into four equal tranches of 12.5% each and

the exercise price of these tranches is equal to 120% 140% 160% and 180% respectively of the closing

price of the Companys Common Stock on the grant date

Represents the grant datefairvalue of the restricted stock unit award or SAR award as appropriate

determined in accordance with U.S generally accepted accounting principles The grant date fair values

for restricted stock unit awards are calculated using the closing price of the Common Stock on the grant

date adjusted for anticipated dividend payments during the vesting period

The SARs vest in full on January 31 2014 provided Mr Jeffries remains continuously employed by the

Company through that date

The SARs vest in four equal annual installments beginning on the first anniversary of the grant date

Mr Kessler resigned from his position as an executive officer of the Company effective January 222010

For details of the separation agreement between the Company and Mr Kessler refer to the section

captioned Mr Kesslers Resignation as an Executive Vice President beginning on page 50

Employment Agreement with Mr Jeifries

On December 19 2008 the Company entered into new employment agreement with Mr Jeffries under

which Mr Jeffries serves as Chairman and CEO of the Company The Jeifries Agreement replaced the prior

employment agreement between Mr Jeifries and the Company dated as of August 15 2005 the term of which

was to expire on December 31 2008 The term of the Jeifries Agreement expires on February 12014 unless

earlier terminated in accordance with its terms Under the Jeifries Agreement the Company is obligated to

cause Mr Jeffries to be nominated as director

The Jeffries Agreement provides for base salary of $1500000 per year or such larger amount as the

Compensation Committee may from time to time determine The Jeffries Agreement provides for partic

ipation in the Companys Incentive Plan as determined by the Compensation Committee Mr Jeffries annual

target bonus opportunity is to be at least 120% of his base salary upon attainment of target subject to

maximum bonus opportunity of 240% of base salary

In consideration for entering into the Jeffries Agreement Mr Jeifries received the Retention Grant of

stock appreciation rights covering 4000000 shares of the Companys Common Stock awarded as follows

40% of the total Retention Grant on December 19 2008 30% on March 2009 and the remaining 30% on

September 2009 With respect to 50% of the stock appreciation rights awarded on each grant date the

exercise price base price is equal to the fair market value of the Companys Common Stock on the grant date

and with respect to the remaining stock appreciation rights the number of stock appreciation rights was

divided into four equal tranches of 12.5% each and the exercise price base price for these tranches is equal

to 120% 140% 160% and 180% respectively of the fair market value of the Companys Common Stock on

the grant date The Retention Grant will vest in full on January 31 2014 provided Mr Jeifries remains

continuously employed by the Company through that date subject only to limited vesting acceleration under

the severance provisions of the Jeffries Agreement The Retention Grant expires on December 19 2015
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unless Mr Jeifries is earlier terminated by the Company for Cause as defined on page 65 of this Proxy

Statement The Retention Grant is also subject to clawback should Mr Jeifries breach certain sections of

the Jeifries Agreement Shares of Common Stock acquired pursuant to the Retention Grant are generally

subject to transfer restrictions such that Mr Jeifries must retain 50% of such shares until at least July 31 2014

six months following the end of the term of the Jeifries Agreement and the remaining 50% until January 31

2015 twelve months following the end of the term of the Jeifries Agreement

In addition to the Retention Grant Mr Jeifries is also eligible to receive two equity grants in respect
of

each fiscal year of the term of the Jeifries Agreement starting with Fiscal 2009 the Semi-Annual Grants

Each Semi-Annual Grant will be awarded within 75 days following the end of the Companys second quarter

or the Companys fiscal year as applicable subject to Mr Jeifries continuous employment by the Company

and with respect to the final Semi-Annual Grant continued service on the Board through the applicable

grant
date.Serm Annual Grants for penods ending on or pnor to July 31 2011 will be the form of stock

appreciation rights or stock options with an exercise price equal to the fair market value of the Companys

Common Stock on the grant date Semi-Annual Grants for periods ending alter July 31 2011 may at

Mr Jeffries election be in the form of stock appreciation rights stock options restricted stock restricted

stock units or combination thereof The value of each Semi-Annual Grant will be equal to 2.5% of the

Companys total shareholder return as defined in the Jeifries Agreement over the applicable semi-annual

period Semi-Annual TSR less any cash compensation or pension benefits payable to or earned by

Mr Jeffries in such period En no event will the Semi-Annual TSR exceed 25% of the Companys Adjusted

Operating Income as such term is defined in the Jeifries Agreement If the grant value of Semi-Annual

Grant is less than or equal to zero for any semi-annual period no Semi-Annual Grant will be made and the

amount by which the value is less than zero will be carried forward to the next semi-annual period Each Semi

Annual Grant vests in four equal annual installments subject to Mr Jeifries continuous employment with the

Company provided however that subject to the end-of-term vest test as described in the Jeifries

Agreement all unvested Semi-Annual Grants will become vested on February 12014 so long as Mr Jeffries

remains continuously employed by the Company through that date Stock appreciation rights and stock

options awarded pursuant to the Semi-Annual Grants expire on December 19 2015 unless Mr Jeffries is

earlier terminated by the Company for cause and all Semi-Annual Grants are subject to clawback should

Mr Jeifries breach certain sections of the Jeifries Agreement

The Jeffries Agreement continues to provide
for term life insurance coverage in the amount of

$10000000 Pursuant to the Jeffries Agreement Mr Jeifries will be enthled to the same perquisites afforded

to other senior executive officers In addition under the Jeifries Agreement the Company provided to

Mr Jeifries for security purposes the use of the Company aircraft for business and personal travel both

within and outside North America This has recently been modified as described on page 43

The terms of the Jeifries Agreement relating to the termination of Mr Jeffries employment are further

discussed below under the section captioned Potential Payments Upon Termination or Change in

Control beginning on page 64

Under the Jeifries Agreement Mr Jeifries agrees not to compete with the Company or solicit its

associates customers or suppliers during the employment term and for one year thereafter If any parachute

payment excise tax is imposed on Mr Jeifries he will be entitled to tax reimbursement payments from the

Company

Under the Jeffries Agreement Mr Jeffnes also remains eligible to receive benefits under the Chief

Executive Officer Supplemental Retirement Plan as described under the section captioned Pension Ben

efits beginning on page 60
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Outstanding Equity Awards

The following table sets forth information regarding the outstanding equity awards held by the NEOs at

the end of Fiscal 2009

Outstanding Equity Awards at Fiscal 2009 Year-End

Optlon/SAR Awards Stock Awards

Name

Michael Jeffries

Number of Number of Number of

Securities Securities Shares or

Underlying Underlying Units of

Option Unexercised Unexerdsed Option Option Stock Stock

SAR Optlons/ Options1 SAR SAR Award That

Grant SARa SARa Exercise Expiration Grant Have Not

Date Exercisable tJnexerclsable Price Date Date Vested

8/23/2007 44.8003 $1.412992

------
2/1/2001- 89269 s3a18 2/1120

2/5/2001 489 $29.47 21512011

2/2512002 1789490 $26.60 2/25/2012

2/14/2003 91122 $26.98 2/14/2013

12/19/2008 800000 $72.84 12/19/2015

12/19/2008 2000001 $27.41 12/1912015

12/19/2008 2000001 $31.98 12/1912015

12/1912008 2000001 $36.54 12/1912015

12/19/2008 2000001 $41.11 12/1912015

3/2/2009 600000l $2C.75 12/19/2015

3/2/2009 1500001 $24.90 12119/2015

3/2/2009 1500001 $29.05 12119/2015

3/7/2009 1500001 $33.20 12/19/2015

3/2/2009 150.0001 $37.35 12/19/2015

9/1/2009 600.0001 $31.66 12/19/2015

9/1/2009 150.0001 $37.99 12/19/2015

9/1/2009 150.000l $44.32 12/19/2015

9/1/2009 1500001 $50.66 12/19/2015

9/1/2009 1500001 $56.99 12/19/2015

9/22/2009 1.0433672 $33.53 9/2712016

Jonathan Rarnsden 12/8/2008 2500 75002 $20.44 12/8/2018

12/8/2008

12/8/2008 12500 375002 $20.44 12/812018

12/8/2008

Diane Chang 3/11/2005 18500 $57.50 3/1 112015

3/6/2006 37500 125002 $57.26 3/6/2016

3/62006

3/5/2007 25000 25.0002 $73.42 3/5/2017

3/5/2007

3/4/2008 12500 375002 $78.65 3/4/2018

3/4/2008

3/26/2009 140.000l2 $25.77 3/26/2019

Leslee Heero 2/14/2003 606 $26.98 2/14/2013

3/11/2005 13875 $57.50 3/11/2015

3/6/2006 37.500 125002 $57.26 3/6/2016

3/6/2006

3/5/2007 25.000 250002 $73.42 3/5/2017

3/5/2007

3/4/2008 12500 375002 $78.65 3/412018

3/4/2008

3/26/2009 1400002 $25.77 3/2612019

Equity

Equity incentive

Incentive Plan
Plan Awards

Awards Market

Number of Value of

Unearned Unearned

Market Shares Shares

Value of Units or Units or

Shares or Other Other

Units of Rights Rights

Stock That That That

Have Not Have Not Have Not

VestedS Vested VestedS

300005 $946200

30.0007 $946200

300007 $946200

90004 283860

110003 378480

210003 662340

12.0003 378480

210003 662340
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Optlon/SAR Awards Stock Awards

Equity

Equity Incentive

Incentive Plan

Plan Awards

Awards Market

Nimiberof Value of

Unearned Unearned

Number of Number of Number of Market Shares Shares

Securities Securities Shares or Value of Units or Units os

Underlying Underlying
Unlts of Shares or Other Other

Option Unexercised Unexerclsed Option Option Stock Stock Units of Rights Rights

SAR Options Options SAR SAR Award That Stock That That That

Grant SAlts SARs Exerdse Expiration Grant Have Not Have Not Have Not Have Not

Name Date Exerdsable Unexercisable Price Date Date Vested VestedS Vested VestedS

Charles Kessler9 3/11/2005 3750 $57.50 3/1112015

316/2006 15000 50002 $57.26 3/612016

3/6/2006 48003 151392

3/5/2007 10000 100002 $73.42 3/5/2017

3/5/2107 84013 264936

8/23/2007 5000 5.0002 $77.16 8/23/2017

8/2312007 160006 504.640

3/4/2008 5000 15.0002 $78.65 3/4/2018

3/4/2008 108003 340.632

32612009 1400002 $25.77 3r26/2019

David Cupps 5/24/2007 5.000 50002 $82.61 5/24/2017

5/24/2007 20006 63080

3/4/2008 2.500 75002 $78.65 3/4/2018

3/4/2008 45003 141930

3/26/2009 I50002 $25.77 3/2612019

3126/2009 33003 104082

Each of these SAR awards vests 100% on January 31 2014 provided
that Mr Jeffnes remains

continuously employed by the Company through such date

Each of these option/S AR awards vests in four equal installments beginning on the first anniversary of the

grant date

Each of these restricted stock unit or restricted share awards vests 10% on the one-year anniversary of the

grant date an additional 20% on the two-year anniversary of the grant date an additional 30% on the

three-year anniversary of the grant date and an additional 40% on the four-year anniversary of the grant

date

This restricted stock unit award vested 10% on March 2009 and 20% on March 2010 and will vest

30% on March 2011 and 40% on March 2012

This restricted stock unit award vests in four equal annual installments beginning March 2010

contingent upon net income growth at 2% or more over the previous years net income The NEO has the

opportunity to earn back one or more of the unvested installments of this award if the cumulative

performance hurdles are met in subsequent year subject to continued employment with the Company

Each of these restricted stock unit or restricted share awards vests 10% on the grant date 20% on the one-

year anniversary of the grant date 30% on the two-year anniversary of the grant date and 40% on the

three-year anniversary of the grant
date

Each of these restricted stock unit awards vests in four equal installments beginning on the first

anniversary of the grant date contingent upon net income growth at 2% or more over the previous

years net income The NEO has the opportunity to earn back one or more of the unvested installments of

this award if the cumulative performance hurdles are met in subsequent year subject to continued

employment with the Company

Market value represents the product of the closing price of Common Stock as of January 29 2010 which

was $31.54 multiplied by the number of restricted stock units or restricted shares as appropriate
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Mr Kessler resigned from his position as an executive officer of the Company effective January 222010

For details of the separation agreement between the Company and Mr Kessler refer to the section

captioned Mr Kesslers Resignation as an Executive Vice President beginning on page 50

Stock Options and Stock Appreciation Rights Exercised and Restricted Stock Units Vested

The following table provides information regarding the aggregate dollar value realized by the NEOs in

connection with the vesting of restricted stock units during Fiscal 2009 None of the NEOs exercised stock

options or stock appreciation rights during Fiscal 2009

Fiscal 2009 Stock Option and Stock Appreciation Right Exercises and Restricted Stock Units Vested

Stock Option/Stock Appreciation Restricted Stock

--
Rights Awards Unit Awards

Number of Number of

Shares Acquired Value Realized Shares Acquired Value Realized

Name on Exercise on Exercise on Vesting on Vesting1

Michael Jeifries 12800 $409984

Jonathan Ramsden 1000 17110

Diane Chang 28680 $543532

Leslee Herro 28680 $543532

Charles Kessler 23120 $599166

David Cupps 2000 52150

Value realized upon the vesting of restricted stock unit awards is calculated by multiplying the number of

shares of Common Stock underlying the vested portion of each restricted stock unit award by the closing

price of share of Common Stock on the vesting date

Pension Benefits

In conjunction with the employment agreement entered into by the Company and Mr Jeifries as of

January 30 2003 the Company established the Chief Executive Officer Supplemental Executive Retirement

Plan effective February 2003 as amended the SERP Under the terms of the new Jeffries Agreement

discussed above Mr Jeifries remains eligible to receive benefits under the SERP Subject to the conditions

described in the SERP upon his retirement Mr Jeifries will receive monthly benefit for life equal to 50% of

his final average compensation base salary and actual annual incentive as averaged over the last 36 consecutive

full months ending prior to his retirement as described in the SERP and not including any stay bonus paid

pursuant to Mr Jeffries prior employment agreement If Mr Jeifries had retired on January 30 2010 the

estimated annual benefit payable to him would have been $951900 based on his average compensation for the

36 consecutive months ended January 30 2010 Due to the structure of the SERP years
of service credited are
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not applicable Further Mr Jeffnes received no payments from the SERP during Fiscal 2009 As result

columns for years
of service credited and payments in Fiscal 2009 are not included in the following table

Pension Benefits at End of Fiscal 2009

Present Value of

Name Plan Name Accumulated Benefit

Supplemental Executive

Michael Jeifries Retirement Plan $10544001

The present value of Mi Jeffries accumulated benefit under the SERP as of the end of Fiscal 2009 was

$10544001 The present value of this accumulated benefit was determined based upon benefits earned as of

January 30 2010 using discount rare of 4.9% and the 1994 Group Annuity Mortality Table for males In

Fiscal 2009 the Company recorded credit of $971286 in conjunction with the SERP due to decrease in

Mr Jeffries preceding 36-month average compensation partially offset by decrease in the discount rate

used in the calculation More information on the SERP can be found in Note 15 Retirement Benefits of the

Notes to Consolidated Financial Statements included in ITEM FINANCIAL STATEMENTS AND

SUPPLEMENTARY DATA of the Companys Annual Report on Form 10-K for Fiscal 2009 filed on

March 29 2010

Nonqualified Deferred Compensation

The Company maintains the Nonqualified Savings and Supplemental Retirement Plan for associates

with participants generally at management levels and above including the NEOs The Nonqualified Savings

and Supplemental Retirement Plan allows participant to defer up to 75% of base salary each
year

and up to

100% of cash payouts to be received by the participant under the Companys Incentive Plan The Company

will match the first 3% that the participant defers on dollar for dollar basis plus make an additional matching

contribution equal to 3% of the amount by which the participants base salary and cash payouts to be received

under the Companys Incentive Plan after reduction by the participants deferral exceed the annual

maximum compensation limits imposed on the Companys 401k Plan the IRS Compensation Limit

which was $245000 in calendar 2009 The Nonqualified Savings and Supplemental
Retirement Plan allows

for variable earnings rate on participant account balances as determined by the committee which admin

isters the Plan Through the end of Fiscal 2009 however the earnings rate for all account balances had been

fixed at 5.0% per annum Participants are 100% vested in their deferred contributions and earnings on those

contributions at all times Participants become vested in Company bi-weekly matching contributions and

earnings on those matching contributions ratably over five-year period from date of hire
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Nonqualified Deferred Compensation for Fiscal 2009 Executive Contributions

and Company Matching Contributions

The following table provides information regarding the participation by the NEOs in the portion of the

Nonqualified Savings and Supplemental Retirement Plan providing for participant deferral contributions and

Company matching contributions for Fiscal 2009

Executive Company Aggregate

Contributions Contributions Earnings Aggregate Aggregate

in Fiscal in Fiscal in Fiscal Withdrawals Balance as of

Name 2009 $1 2009 $2 2009 $3 Distributions January 30 2010 $-

Michael Jeffries 45000 $130944 $262620 $5457486

Jonathan Ramsden 2692 1615 4317

Diane Chang 27703 65313 66908 $1410679

Leslee Herro $155452 65313 $117675 $2512892

Charles Kessler 32295 49153 21261 471088

David Cupps 14230 19688 4146 100855-

The amounts shown in this column reflect the aggregate of the base salary for Fiscal 2009 and Incentive

Plan cash payouts for the Fall season in Fiscal 2008 which were made in February 2009 and the Spring

season in Fiscal 2009 which were made in August 2009 deferred by each NEO which were as follows

Executive Deferral Executive Deferral

Incentive Plan Incentive Plan

Executive Deferral Compensation Compensation
Base Salary Fall Season Spring Season

Name Fiscal 2009 Fiscal 2008 Fiscal 2009 Total

Michael Jeifries 45000 45000

Jonathan

Ramsden 2692 2692

Diane Chang 27703 27703

Leslee Herro $155452 $155452

Charles Kessler. 32295 32295

David Cupps 14230 14230

The Executive Deferral Base Salary Fiscal 2009 amounts are included in the Salary column

totals for 2009 reported in the Fiscal 2009 Summary Compensation Table on page 52 There was no Incentive

Plan cash payout for the Fall season in Fiscal 2008 and the Spring Season in Fiscal 2009 therefore no deferral

contribution could be made by any of the NEOs

The amounts shown in this column reflect the
aggregate Company contributions made during Fiscal

2009 The total is comprised of the following matching contributions with respect to each NEOs
deferrals of base salary for Fiscal 2009 make-up match that is equal to the match that would have

been made to the 401k Plan had the dollars deferred to the Nonqualified Savings and Supplemental

Retirement Plan not directly reduced the NEOs eligible 40 1k compensation and if the NEO
maximized the deferral to the 401k Plan and deferred at least 3% of base salary to the Nonqualified

Savings and Supplemental Retirement Plan at the end of the year the Company made an additional

Company contribution equal to 3% on any eligible compensation above the IRS Compensation Limit
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These contributions are included in the All Other Compensation column totals for 2009 reported in the

Fiscal 2009 Summary Compensation Table

Nonqualified deferred compensation balances earn fixed rates of interest The portion of the Fiscal 2009

earnings with respect to amounts credited to the NEOs accounts under the Nonqualified Savings and

Supplemental Retirement Plan as result of their deferral contributions and Company matching

contributions which were made in Fiscal 2009 and prior fiscal years which are above-market for

purposes
of the applicable SEC Rules are included in the Change in Pension Value and Nonqualified

Deferred Compensation Earnings column totals for 2009 reported in the Fiscal 2009 Summary

Compensation Table on page 52 These amounts are included as part of the aggregate earnings reported

in this Aggregate Earnings in Fiscal 2009 column for Mr Jeffries $8929 Mr Ramsden

$0 Ms Chang $2275 Ms Herro $4001 Mr Kessler $723 and Mr Cupps

$141

Under the Nonqualified Savings and Supplemental Retirement Plan the Company also made an annual

retirement contribution in Fiscal 2009 equal to 8% of the amount by which the associates base salary and cash

payouts to be received under the Companys Incentive Plan exceed the IRS Compensation Limit which was

$225000 for Fiscal 2008 There is one-year
wait period following employment before these Company

retirement contributions begin with the first retirement contribution then made by the Company at the end of

the second year of employment Participants become vested in Company retirement contributions and

earnings on those retirement contributions ratably over five-year period

The following table provides information conceæiing the participation by the NEOs in the portion of the

Nonqualified Savings and Supplemental Retirement Plan providing for Company retirement contributions

for Fiscal 2009

Nonqualified Deferred Compensation for Fiscal 2009 Company Supplemental

Annual Retirement Contribution

Executive Company Aggregate Aggregate Aggregate

Contributions in Contributions in Earnings in Withdrawals Balance as of

Fiscal 2009 Fiscal 2009 Fiscal 2009 Distributions January 30 2010

Name $1 $2
Michael Jetfri $229184 $194585 $4049393

Jonathan Ramsden

Diane Chang $100294 44989 947502

Leslee Herro $100294 51657 $1084390

Charles Kcsser 66482 9951 220124

David Cupps $14554 568 15122

The amounts shown in this column reflect the Companys retirement contributions made during Fiscal

2009 These retirement contributions are included in the All Other Compensation column totals for

2009 reported in the Fiscal 2009 Summary Compensation Table

The amounts included in the Change in Pension Value and Nonqualified Deferred Compensation

Earnings column totals for 2009 reported in the Fiscal 2009 Summary Compensation Table represent

earnings in Fiscal 2009 with respect to amounts credited to the NEOs accounts under the Nonqualified

Savings and Supplemental Retirement Plan as result of retirement contributions which were made in
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Fiscal 2009 and prior fiscal years which are above-market for purposes of the applicable SEC Rules

These amounts are included as part of the aggregate earnings reported in the Aggregate Earnings in

Fiscal 2009 column for Mr Jeffries $6616 Mr Ramsden $0 Ms Chang $1530
Ms Herro $1756 Mr Kessler $338 and Mr Cupps $19

Payouts under the Nonqualified Savings and Supplemental Retirement Plan are based on the panic

ipants election at the time of deferral and may be made in single lump sum or in annual installments over

five-year or ten-year period The annual installment election will only apply if at the time of the separation

from service the participant is retirement eligible that is age 55 or older with at least five years of service

If there is no distribution election on file the payment will be made in ten annual installments Regardless of

the election on file if the participant terminates before retirement dies or becomes disabled the benefit will

be paid in single lump sum However if the participant dies while receiving annual installments the

beneficiary will continue to receive the remaining installment payments The committee which administers

the Nonqualified Savings and Supplemental Retiremeiit Plan may permit hardship withdrawals from

participants account under the Plan in accordance with defined guidelines including the IRS defmition of

fmancial hardship

Participants rights to receive their account balances from the Company are not secured or guaranteed

However during the third quarter of Fiscal 2006 the Company established an irrevocable rabbi trust the

purpose of which is to be source of funds to match respective funding obligations to participants in the

Nonqualified Savings and Supplemental Retirement Plan and the SERP

In the event of change in control of the Company the payment of the aggregate balance of each

participants account will be accelerated and such balance will be paid out as of the date of the change in

control unless otherwise determined by the Board

The Nonqualified Savings and Supplemental Retirement Plan is subject to requirements affecting

deferred compensation under Section 409A of the Internal Revenue Code and is being administered in

compliance with the applicable regulations under Section 409A

Potential Payments Upon Termination or Change in Control

The following tables describe the approximate payments that would be made to the NEOs pursuant to an

employment agreement i.e the Jeffries Agreement or other plans or individual award agreements in the

event of the NEOs termination of employment under the circumstances described below assuming such

termination took place on January 30 2010 the last day of Fiscal 2009 The table captioned Outstanding

Equity Awards at Fiscal 2009 Year-End beginning on page 58 contains more information regarding the

vested options held by the NEOs as of the end of Fiscal 2009

Jeffries Agreement Termination Provisions

Under the Jeffnes Agreement described above under the section captioned Employment Agreement

with Mr Jeffries beginning on page 56 if Mr Jeffries employment is terminated by the Company for

Cause defmed below or by Mr Jeifries other than for Good Reason defined below prior to Change

of Control defined below of the Company Mr Jeffries will be entitled to the following any com

pensation earned but not yet paid ii any amounts which had been previously deferred including any interest

earned or credited thereon iii reimbursement of any and all reasonable expenses incurred in connection

with Mr Jeifries duties and responsibilities under the Jeffries Agreement and iv other or additional benefits

and entitlements in accordance with the applicable plans programs and arrangements of the Company
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collectively the Accrued Compensation In addition pursuant to the Jeifries Agreements clawback

features the Retention Grant and any
unvested Semi-Annual Grants will be immediately forfeited

Under the Jeffries Agreement if Mr Jeifries employment is terminated by the Company without Cause

and other than due to death or disability or he leaves for Good Reason prior to Change of Control of the

Company he will receive his Accrued Compensation and continue to receive his then current base salary and

medical dental and other associate welfare benefits for two years after the termination date Mr Jeifries will

also receive an additional payment the pro-rata bonus equal to 60% of his base salary pro
rated for the

portion of the half-year period in which such termination occurs that he was employed by the Company to the

extent that such pro-rata bonus is not payable as part
of the Accrued Compensation The Retention Grant

will be subject to pro-rata vesting acceleration based on the portion of the term that he was employed by the

Company but with minimum of two years worth of vesting and each outstanding Semi-Annual Grant will

immediately become fully vested The Company will also continue to pay th premiums on Mr Jeifries term

life insurance policy until the later of February 2014 or the last day of his welfare benefits coverage

If Mr Jeffries employment is terminated by the Company without Cause or he leaves for Good Reason

within two years after Change of Control he will be entitled to the same severance benefits as those payable

prior to Change of Control except that his two years of base salary will be paid in lump sum rather than

ratably over the two years
after the termination date and ii the Retention Grant will immediately become

fully vested Further if any parachute payment excise tax is imposed on Mr Jeifries he will be entitled to

tax reimbursement payments from the Company

If Mr Jeifries employment is terminated due to his death his estate or his beneficiaries will be entitled

to receive the Accrued Compensation and the pro-rata
bonus with respect to the fiscal period in which the

termination occurred to the extent such pro-rata
bonus is not payable as part of the Accrued Compensation

The Retention Grant will be subject to pro-rata vesting acceleration based on the portion of the term that he

was employed by the Company and each outstanding Semi-Annual Grant will immediately become fully

vested The Company will also provide any assistance necessary to facilitate the payment of the term life

insurance proceeds to Mr Jeffries beneficiaries

If Mr Jeffries employment is terminated due to his Disability as defined in the Jeffries Agreement he

will be entitled to receive the Accrued Compensation and will continue to receive 100% of his then current

base salary for 24 months and 80% of his base salary for the third 12 months following the termination date

reduced by any long-term disability insurance payments he may receive and medical dental and other

associated welfare benefits during that time period The Retention Grant will be subject to pro-rata vesting

acceleration based on the portion of the term that he was employed by the Company and each outstanding

Semi-Annual Grant will immediately become fully vested The Company will also continue to pay the

premiums on Mr Jeifries term life insurance policy until the later of February 2014 or the last day of his

welfare benefits coverage

For purposes of the Jeifries Agreement

Cause means that Mr Jeffries has pled guilty or no contest to or has been convicted of an

act which is defmed as felony under federal or state law or ii has engaged in willful misconduct that

could reasonably be expected to harm the Companys business or its reputation

Change of Control means an occurrence of nature that would be required to be reported by the

Company in response to Item 6e of Schedule 14A of Regulation 14A under the Exchange Act Without

limiting the inclusiveness of the defmition in the preceding sentence Change of Control of the
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Company will be deemed to have occurred as of the first day that any one or more of the following

conditions is satisfied any person is or becomes the beneficial owner as that term is defined in

Rule 13d-3 under the Exchange Act directly or indirectly of securities of the Company representing

20% or more of the combined voting power of the Companys then outstanding securities and such

person would be deemed an Acquiring Person for purposes of the Rights Agreement dated as of

July 16 1998 as amended between the Company and American Stock Transfer Trust Company LLC

as successor Rights Agent the Rights Agreement or ii any of the following occur any merger

or consolidation of the Company other than merger or consolidation in which the voting securities of

the Company immediately prior to the merger or consolidation continue to represent either by

remaining outstanding or being converted into securities of the surviving entity 80% or more of the

combined voting power of the Company or surviving entity immediately after the merger or consol

idation with another entity any sale exchange lease mortgage pledge transfer or other disposition

in asingle transaction or series of related transactions of assets or earning power aggregating more

than 50% of the assets or earning power of the Company on consolidated basis any complete

liquidation or dissolution of the Company any reorganization reverse stock split or recapitalization

of the Company thatwould result in aChangeof Control as otherwise defined in this paragraph or

any transaction or series of related transactions having directly or indirectly the same effect as any

of the foregoing

Good Reason means the occurrence of any of the following without Mr Jeffries prior written

consent the failure to continue him as Chairman and CEO of the Company ii the failure of the

Board to nominate him for election to the Board at the Companys annual meeting of stockholders iii

material diminution in his duties iv reduction in or material delay in payment of his total cash

compensation and benefits including the SERP the Company the Board or any person controlling

the Company requires him to be based outside of the United States and vi the failure of the Company to

obtain the assumption in writing of the Companys obligation to perform the Jeifries Agreement by any

successor

Michael Jeffries

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value1 Plan Value2 Total

Severance

For Cause $10033465 $10033465

Voluntary $20577466 $20577466

Retirement $20577466 $20577466

Death $109000003 $4823152 $10033465 $25756617

Not for Cause 39000004 $3262995 $6101512 $20577466 $30905277

Good Reason 39000004 $3262995 $6101512 $20577466 $30905277

Disability 42000006 $4894497 $4823152 $20577466 $30090067
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Cash Benefits Equity Retirement

Change of Control Severance Continuation Value1 Plan Value2 Total

Severance

For Cause $10033465 $10033465

Voluntary $20577466 $20577466

Retirement... $20577466 $20577466

Death 109000003 4823152 $10033465 $25756617

Not for Cause 39000004 $3262995 $17042892 $20577466 $41846657

Good Reason 39000004 $3262995 $17042892 $20577466 $41846657

Disability 42000006 $4894497 4823152 $20577466 $30090067

Equity value is calculated using the fiscal year end closing price of $31.54 per share of Common Stock

As of January 30 2010 Mr Jeffriess total outstanding value for all equity awards was equal to

$26420907 This includes $9378015 of value in equity awtrds which were vested at fiscal year end

This vested value is not included in the table above as it could be realized independently from each of the

events described in the table

For termination as result of death or disability the $4823152 includes the value of any outstanding

Semi-Annual Grants $0 pro-rated amount of the Retention Grant from the effective date of the

Jeifries Agreement through the date of death or disability $3410160 plus the unvested portion of

restricted stock unit grant $1412992

For termination with Good Reason or Not for Cause not subject to change of control the

$6101512 includes the value of any outstanding Semi-Annual Grants $0 and pro-rated amount of the

Retention Grant from the effective date of the Jeifries Agreement through the date of termination with

minimum pro-ration of two years $6101512

For termination with Good Reason or Not for Cause subject to change of control the $17042892

includes the value of any outstanding Semi-Annual Grants $0 the full value of the Retention Grant from

the effective date of the Jeifries Agreement through the end date of the Jeffries Agreement $15629900

plus the unvested portion
of the restricted stock unit grant $1412992

Represents the present value of the vested accumulated retirement benefit under the Companys 40 1k
Plan and the Companys Nonqualified Savings and Supplemental Retirement Plan of $10033465 and

with the exception of Severance For Cause or Death the present value of the vested accumulated

retirement benefit under the SERP of $10544001

Under the Jeifries Agreement the Company maintains term life insurance coverage on the life of

Mr Jeifries in the amount of $10000000 the proceeds of which will be payable to the beneficiary or

beneficiaries designated by Mr Jeifries

Although not shown in the above table Mr Jeifries also participates in the Companys life insurance plan

which is generally available to all salaried associates The life insurance plan pays out multiple of base

salary up to maximum of $2000000 Under the provisions of the life insurance plan if Mr Jeffries

passed away his beneficiaries would receive $2000000 In addition the Company maintains an

accidental death and dismemberment plan for all salaried associates If Mr Jeifries death were

accidental as defmed by the plan his beneficiaries would receive an additional $2000000
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The Jeifries Agreement requires the Company to pay pro-rata bonus for the respective fiscal period

equal to 60% of base salary pro-rated for the number of days in the bonus period worked to the extent

such pro-rata bonus is not payable as part
of the Accrued Compensation

The Jeifries Agreement calls for the payment of Mr Jeifries base salary currently $1500000 for two

years after his termination and payment of incentive compensation accrued for the period The Jeifries

Agreement requires the Company to pay pro-rata bonus for the respective fiscal period equal to 60%

of Mr Jeifries base salary pro-rated for the number of days in the bonus period worked

The Jeffries Agreement calls for the continuation of Mr Jeffries medical dental and other associate

welfare benefits for two years after his termination This includes the continuation of the $10000000 life

insurance coverage until the later of February 2014 or the last day of Mr Jeifries welfare benefits

coverage

The Jeifries Agreement calls for the payment of Mr Jeifries base salary currently $1500000 for the

first two years
and 80% of his base salary currently $1200000 for the next year

The Jeifries Agreement calls for the continuation of 100% of Mr Jeifries medical dental and other

associate welfare benefits for three years
after his tennination due to disability This inØludes the

continuation of the $10000000 life insurance coverage
until the later of February 2014 or the last day

of Mr Jeifries welfare benefits coverage

The Jeifries Agreement calls for reimbursement from the Company of any parachute payment excise

tax imposed on Mr Jeifries as result of defined change of control change of control as of January 30

2010 would not have resulted in the imposition of
any

such excise tax

Other NEOs

For the other NEOs there are no employment contracts that provide severance either in the usual course

of business or upon change of control Each NEO would receive the value of his or her accrued benefits

under the Companys 401k Plan and the Companys Nonqualified Savings and Supplemental Retirement

Plan in the event of any termination of employment e.g death disability termination by the Company with

or without cause or voluntary termination by the NEO However the Company may choose to enter into

severance agreement with an NEO as consideration for entering into restrictive covenants related to

prospective employers

In the case of severance after change of control or termination due to death or disability in addition to

the benefits under the plans mentioned in the preceding paragraph the vesting of all outstanding stock

appreciation rights options restricted shares and restricted stock units held by the NEO would accelerate

This provision applies to all associates participating in the Companys equity compensation plans

Jonathan Ramsden

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value1 Plan Value2 Total

Severance $7450 7450

Death3 $1729560 $8745 $1738305

Disability $1729560 $8745 $1738305
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Cash Benefits Equity Retirement

Change of Control Severance Continuation Value1 Plan Value2 Total

Severance $1729560 $8745 $1738305

The value of Mr Ramsdens equity holdings is calculated as $1729560 and relates to both unvested

restricted stock units and unvested stock options stock appreciation rights The $1729560 is the sum of

the unvested restricted stock units multiplied by $31.54 the market price of the Companys Common

Stock as of January 30 2010 plus the in-the-money value of the unvested options stock appreciation

rights on the same date This total does not include $166500 of value in equity awards which were vested

at fiscal
year

end This vested value is not included in the table above as it could be realized independently

from each of the events described in the table

Represents the present value of the vested accumulated retirement benefit under the Companys 40 1k
Plan and its Nonqualified Savings and Supplemental Retirement Plan If Mr Ramsden were to terminate

employment voluntarily during the normal course of business only the vested portion of the Companys

contributions would be available to him The unvested portion would be forfeited For reasons of death

disability and change of control the unvested portion of the Companys contributions would become

immediately vested and available to him upon termination

Although not shown in the above table Mr Ramsden also participates in the Companys life insurance

plan which is generally available to all salaried associates The plan pays out multiple of base salary up

to maximum of $2000000 Under the provisions of the life insurance plan if Mr Ramsden passed

away his beneficiaries would receive $2000000 In addition the Company maintains an accidental

death and dismemberment plan for all salaried associates If Mr Ramsdens death were accidental as

defined by the plan his beneficiaries would receive an additional $2000000

Diane Chang

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value1 Plan Value2 Total

Severance $2731611 $2731611

Death3 $2558270 $2731611 $5289881

Disability $2558270 $2731611 $5289881

Cash Benefits Equity Retirement

Change of Control Severance Continuation Value1 Plan Value2 Total

Severance $2558270 $2731611 $5289881

The value of Ms Changs equity holdings is calculated as $2558270 and relates to both unvested

restricted stock units and unvested stock options stock appreciation rights The $2558270 is the sum of

the unvested restricted stock units multiplied by $31.54 the market price of the Companys Common

Stock as of January 30 2010 plus the in-the-money value of the unvested options stock appreciation

rights on the same date This total does not include $236550 of value in equity awards which were vested

at fiscal year end This vested value is not included in the table above as it could be realized independently

from each of the events described in the table

Represents the present value of the vested accumulated retirement benefit under the Companys 40 1k
Plan and its Nonqualified Savings and Supplemental Retirement Plan
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Although not shown in the above table Ms Chang also participates in the Companys life insurance plan

which is generally available to all salaried associates The plan pays out multiple of base salary up to

maximum of $2000000 Under the provisions of the life insurance plan if Ms Chang passed away her

beneficiaries would receive $2000000 In addition the Company maintains an accidental death and

dismemberment plan for all salaried associates If Ms Changs death were accidental as defined by the

plan her beneficiaries would receive an additional $2000000

Leslee Herro

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value1 Plan Value2 Total

Severance $4324038 $4324038

Death3 $- $2558270 $4324038 $6882308

Disability $2558270 $4324038 $6882308

Cash Benefits Equity Retirement

Change of Control Severance Continuation Value1 Plan Value2 Total

Severance $2558270 $4324038 $6882308

The value of Ms Herros equity holdings is calculated as $2558270 and relates to both unvested

restricted stock units and unvested stock options stock appreciation rights The $2558270 is the sum of

the unvested restricted stock units multiplied by $31.54 the market price of the Companys Common

Stock as of January 30 2010 plus the in-the-money value of the unvested options stock appreciation

rights on the same date This total does not include $239313 of value in equity awards which were vested

at fiscal year end This vested value is not included in the table above as it could be realized independently

from each of the events described in the table

Represents the present value of the vested accumulated retirement benefit under the Companys 40 1k
Plan and its Nonqualified Savings and Supplemental Retirement Plan

Although not shown in the above table Ms Herro also participates in the Companys life insurance plan

which is generally available to all salaried associates The plan pays out multiple of base salary up to

maximum of $2000000 Under the provisions of the life insurance plan if Ms Herro passed away her

beneficiaries would receive $2000000 In addition the Company maintains an accidental death and

dismemberment plan for all salaried associates If Ms Herros death were accidental as defined by the

plan her beneficiaries would receive an additional $2000000

Charles Kessler

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value2 Plan Value3 Total

Severance $1085842 $1085842

Death4 $2069400 $1085842 $3155242

Disability $2069400 $1085842 $3155242

Cash Benefits Equity Retirement

Change of Control Severance Continuation Value2 Plan Value3 Total

Severance $2069400 $1085842 $3155242
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Mr Kessler resigned from his position as named executive officer of the Company effective January 22

2010 For details of the separation agreement between the Company and Mr Kessler refer to the section

captioned Mr Kesslers Resignation as an Executive Vice President beginning on page 50

The value of Mr Kesslers equity holdings is calculated as $2069400 and relates to both unvested

restricted stock units and unvested stock options stock appreciation rights The $2069400 is the sum of

the unvested restricted stock units multiplied by $31.54 the market price of the Companys Common

Stock as of January 30 2010 plus the in-the-money value of the unvested options/stock appreciation

rights on the same date As of January 302010 there were no vested in-the-money stock options or stock

appreciation rights

Represents the present value of the vested accumulated retirement benefit under the Companys 401k

Plan and its Nonqualified Savings and Supplemental Retirement Plaji

Although not shown in the above table Mr Kessler also participates in the Companys life insurance plan

which is generally
available to all salaried associates The plan pays out multiple of base salary up to

maximum of $2000000 Under the provisions of the life insurance plan if Mr Kessler passed away his

beneficiaries would receive $2000000 In addition the Company maintains an accidental death and

dismemberment plan for all salaried associates If Mr Kesslers death were accidental as defined by the

plan his beneficiaries would receive an additional $2000000

David Cupps

Normal Cash Benefits Equity Retirement

Course of Business Severance Continuation Value1 Plan Value2 Total

Severance $209588 $209588

Death3 $395642 $209588 $605230

Disability $395642 $209588 $605230

Cash Benefits Equity Retirement

Change of Control Severance Continuation Value1 Plan Value2 Total

Severance $395642 $209588 $605230

The value of Mir Cuppss equity holdings is calculated as $395642 and relates toth unvested restricted

stock units and unvested stock options stock appreciation rights The $395642 is the sum of the unvested

restricted stock units multiplied by $31.54 the market price of the Companys Common Stock as of

January 30 2010 plus the in-the-money value of the options stock appreciation rights on the same date

As of January 30 2010 there were no vested in-the-money stock options or stock appreciation rights

Represents the present value of the vested accumulated retirement benefit under the Companys 40 1k
Plan and its Nonqualified Savings and Supplemental Retirement Plan

Although not shown in the above table Mr Cupps also participates in the Companys life insurance plan

which is generally available to all salaried associates The plan pays
out multiple of base salary up to

maximum of $2000000 Under the provisions of the life insurance plan if Mr Cupps passed away his

beneficiaries would receive $1917600 In addition the Company maintains an accidental death and

dismemberment plan for all salaried associates If Mr Cuppss death were accidental as defined by the

plan his beneficiaries would receive an additional $1917600
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Plan and Program Review

Base Compensation

All associates including executive officers and senior management participate in common base pay

program Each job below the Senior Vice President level is assessed against the competitive market and

range of base pay within an overall salary grade structure is assigned to each job These ranges have inherent

limits on base pay for any given job and mitigate any possible risk Individual merit pay decisions are

constrained by grid which relates the size of pay increase to given level of performance subject to

aggregate caps i.e mefit pools

At the Senior Vice President level and above the Company custom-fit job comparisons with market

data and all pay decisions are reviewed and approved by the Compensation Committee Increases are also

subject to the same merit .grids and merit pool controls as other associates

The Company feels that there are no material risks to this program

Incentive Compensation

All incentive compensation-eligible associates including executive officers and senior management

participate in common incentive compensation program the Incentive Plan Individual payments are

strictly determined by overall Company performance rather than divisional and/or individual performance

and are capped at twice target levels regardless of Company performance

The Incentive Plan does have two design elements which may create theoretical risk semi-annual

payments and the use of operating income as measure of performance Although seasonal payments provide

good alignment between short-term business results and associate rewards they create theoretical risk of

misalignment between short-term and long-term goals Use of operating income as the sole measure of

corporate performance could also be seen as introducing theoretical risk i.e use of single metric

However counterbalancing these theoretical risks are the following elements

The ability for single individual to affect overall corporate operating income is limited to handful of

individuals and given our delegation of authority is mostly vested in the CEO Total delivered

compensation TDC to these executive associates is composed of three elements base pay annual

cash incentives and long-term equity awards All of these executives have compensation packages

which provide the majority of their TDC in the form of long-term equity compensation the value of

which is directly tied to the long-term performance of the Company This compensation structure

mitigates the risk of providing incentives to take short-term actions which could harm the long-term

prospects
of the Company

Operating income is measure of revenues over expenses and therefore it incorporates sales cost of

goods sold stores and distribution expense marketing general and administrative
expense

and other

expenses As such it reflects the overall results of the business and considers top-line and bottom-line

elements

Individual awards are capped for every associate and are subject to Compensation Committee

approval and if necessary the Compensation Committees negative discretion

As result the Company believes that there are no material risks in the Incentive Plan
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Long-term incentive Plans LT1Ps

All incentive compensation-eligible associates including executive officers and senior management

are eligible to participate in common set of LTIPs These LTIPs provide for the ability to award mix of

stock options restricted stock units and stock-settled stock appreciation rights which serve to align the

interests of associates and stockholders In most cases these awards vest over the four years subsequent to

grant
and provide significant

hold on associates who would forfeit considerable value should they leave

the Company prior to vesting

Because the value of these awards is strictly determined by the growth in the value of the Company as

measured by the price of its Common Stock these awards align interests of stockholders and associates and

as result present no risk of misalignment between the value delivered to associates and the value created for

stockholders

The Compensation Committee has implemented stock ownership guidelines
for the executive officers to

ensure that this alignment continues throughout an associates career and has also included clawback

provisions in the Companys LTIPs

The primary area of possible risk identified in the LTIPs concerns future equity awards to Mr Jeifries

under the terms of the Jeifries Agreement Under some future economic scenarios arising out of increases in

the value of the Companys Common Stock it is possible that the number of shares required to settle awards to

Mr Jeifries would exceed the number of shares authorized for delivery under the 2007 LTIP in which case the

Company may be required to settle such awards in cash Approval of the 2010 LTIP would likely reduce the

amount of cash required to settle awards to Mr Jeffries in such case

EQUITY COMPENSATION PLANS

The Company has six equity compensation plans under which shares of Common Stock are authorized

for issuance to eligible directors officers and associates the 1996 Stock Option and Performance Incentive

Plan 1998 Restatement the 1998 Associates Stock Plan ii the 1996 Stock Plan for Non-Associate

Directors 1998 Restatement the 1998 Director Stock Plan iiithe 2002 Stock Plan for Associates the

2002 Associates Stock Plan iv the 2003 Stock Plan for Non-Associate Directors the 2003 Director

Stock Plan the 2005 LrIP and vi the 2007 LTIP Since June 132007 the Company has issued awards

under two of the six equity compensation plans under which shares of Common Stock are authorized for

issuance the 2005 LTIP and the 2007 LTIP

Any shares of Common Stock distributable in respect of amounts deferred by non-associate directors

under the Directors Deferred Compensation Plan will be distributed under the 2005 LTIP in respect
of

deferred compensation allocated to non-associate directors bookkeeping accounts on or after August

2005 ii under the 2003 Director Stock Plan in respect
of deferred compensation allocated to non-associate

directors bookkeeping accounts between May 22 2003 and July 31 2005 and iiiunder the 1998 Director

Stock Plan in respect of deferred compensation allocated to the non-associate directors bookkeeping

accounts prior to May 22 2003

The following table summarizes equity compensation plan information for the 1998 Associates Stock

Plan the 1998 Director Stock Plan the 2005 LTIP and the 2007 LTIP all stockholder approved as group and
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for the 2002 Associates Stock Plan and the 2003 Director Stock Plan both non-stockholder approved as

group in each case as of January 30 2010

Equity Compensation Plan Information

Number of Shares

Number of Shares Remaining Available

to be Issued Upon Weighted-Average for Future Issuance

Exercise of Outstanding Exercise Price of Under Equity

Options Restricted Outstanding Options Compensation

Stock Units Restricted Stock Plans Excluding Shares

and Rights Units and Rights Reflected in Column

Plan category

Equity compensation plans

approved by stockholders1 24104083 $23.364 43665965

Equity compensation plans not

approved by stockholders2 25532846 $28.287

Total 4963692 $25.89 4366596

Reflects adjustments for changes in the Companys capitalization

The 1998 Director Stock Plan was terminated as of May 222003 in respect
of future grants of options and

issuances and distributions of shares of Common Stock other than issuances of Common Stock upon the

exercise of options granted under the 1998 Director Stock Plan which remained outstanding as of May 21

2003 and issuances and distributions of shares of Common Stock in respect of deferred compensation

allocated to non-associate directors bookkeeping accounts under the Directors Deferred Compensation

Plan as of May 21 2003

The 2002 Associates Stock Plan and the 2003 Director Stock Plan were terminated as of June 13 2007 in

respect of future grants of awards and issuances and distributions of shares of Common Stock other than

issuances of shares of Common Stock upon the exercise of options or the vesting of restricted shares

granted under the 2002 Associates Stock Plan issuances of shares of Common Stock upon the

exercise of options or the vesting of stock units granted under the 2003 Director Stock Plan and

issuances and distributions of shares of Common Stock in respect of deferred compensation allocated

to non-associate directors bookkeeping accounts under the Directors Deferred Compensation Plan as of

July 31 2005

Includes 115568 shares of Common Stock issuable upon the exercise of options granted under the 1998

Associates Stock Plan 8000 shares of Common Stock issuable upon the exercise of options granted

under the 1998 Directors Stock Plan 7216 shares of Common Stock reflecting share equivalents

attributable to compensation deferred by non-associate directors participating in the Directors Deferred

Compensation Plan and distributable in the form of shares of Common Stock under the 1998 Director

Stock Plan 370000 shares of Common Stock issuable upon the exercise of options granted under the

2005 LIlP 206586 shares of Common Stock issuable upon the vesting of awards of restricted stock units

granted under the 2005 LTIP 79580 shares of Common Stock related to SARs reflecting the share

equivalent of the increase in the fair market value of the Common Stock from the base price 23582 shares

of Common Stock reflecting share equivalents attributable to compensation deferred by non-associate

directors participating in the Directors Deferred Compensation Plan and distributable in the form of

shares of Common Stock under the 2005 LTIP 208000 shares of Common Stock issuable upon the
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exercise of options granted under the 2007 LTIP 841982 shares of Common Stock issuable upon the

vesting of awards of restricted stock units granted under the 2007 LTIP and 549894 shares of Common

Stock related to SARs reflecting the share equivalent of the increase in the fair market value of the

Common Stock from the base price The number shown does not include 355420 SARs granted under the

2005 LTIP and 4803973 SARs granted under the 2007 LTIP due to the fact that the fair market value of

the Companys Common Stock as of January 30 2010 was lower than the base price and therefore the

Company assumed there were no shares to be reported as issuable upon exercise

Represents weighted-average exercise price of options outstanding uncjer the 1998 Associates Stock Plan

the 1998 Director Stock Plan the 2005 LTIP and the 2007 LTIP and weighted-average price of share

equivalents attributable to compensation deferred by non-associate directors participating in the Direc

tors Deferred Compensation Plan distributable in the form of shares of Common Stock under the

1998 Director Plan or the 2005 LTIP

Includes 1094879 shares of Common Stock remaining available for future issuance in the form of

pt1s SARs restricted shares restricted stock units and deferred stock awards under the 2005 LTIP and

3271717 shares of Common Stock remaining available for future issuance in the form of options SARs

restricted shares and restricted stock units under the 2007 LTIP The 1998 Associates Stock Plan expired

on July 15 2008 with the outstanding awards remaining in effect in accordance with their respective

terms Except as described in footnote no further shares of Common Stock may be issued or

distributed under the 1998 Director Stock Plan or the 1998 Associates Stock Plan

Includes 2230793 shares of Common Stock issuable upon the exercise of options granted under the 2002

Associates Stock Plan 282480 shares of Common Stock issuable upon the vesting of awards of restricted

shares granted under the 2002 Associates Stock Plan 37500 shares of Common Stock issuable upon the

exercise of options granted under the 2003 Director Stock Plan and 2511 shares of Common Stock

reflecting share equivalents attributable to compensation deferred by non-associate directors participat

ing in the Directors Deferred Compensation Plan distributable in the form of shares of Common Stock

under the 2003 Director Stock Plan

Represents weighted-average exercise price of options outstanding under the 2002 Associates Stock Plan

and the 2003 Director Stock Plan and weighted-average price of share equivalents attributable to

compensation deferred by non-associate directors participating in the Directors Deferred Compensation

Plan distributable in the form of shares of Common Stock under the 2003 Director Stock Plan

Except as described in footnote to this table no further shares of Common Stock may be issued or

distributed under the 2002 Associates Stock Plan or the 2003 Director Stock Plan
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AUDIT COMNHTFEE MATTERS

Report of the Audit Committee for the Fiscal Year Ended January 30 2010

Management of the Company has the responsibility for the preparation presentation and integrity of the

Companys consolidated financial statements for the appropriateness of the accounting principles and

reporting policies that are used by the Company and for the establishment and maintenance of systems of

disclosure controls and procedures and internal control over fmancial reporting The Companys independent

registered public accounting firm PricewaterhouseCoopers LLP PwC is responsible for auditing the

Companys annual consolidated financial statements included in the Annual Report on Form 10-K and

issuing an audit report on the effectiveness of the Companys internal control over fmancial reporting and for

reviewing the Companys unaudited interim consolidated fmancial statements included in the Quarterly

Reports on Form 10-Q The Audit Committees responsibility is to provide independent objective oversight

Of the integrity of the Companys consolidated financial statements the qualifications and independence of

the Companys independent registered public accounting firm the performance of the Companys internal

auditors and independent registered public accounting firm and the annual independent audit of the

Companys consolidated fmancial tateinents

In fulfilling its oversight responsibilities the Audit Committee met with management internal audit and

PwC throughout the year Since the beginning of the fiscal year the Audit Committee met with internal audit

and PwC with and without management present to discuss the overall scope of their respective annual audit

plans the results of their respective audits the effectiveness of the Companys internal control over fmancial

reporting including managements and PwCs reports thereon and the bases for the conclusions expressed in

those reports and the overall quality of the Companys financial reporting Throughout that period the Audit

Committee reviewed managements plan for documenting and testing controls the results of their docu

mentation and testing any deficiencies discovered and the resulting remediation of the deficiencies In

addition the Audit Committee reviewed and discussed with PwC all matters required by auditing standards

generally accepted in the United States

The Audit Committee has received the written disclosures and the letter from PwC required by

applicable requirements of the Public Company Accounting Oversight Board regarding PwCs communi

cations with the Audit Committee concerning independence and has discussed with PwC that firms

independence The Audit Committee has concluded that PwCs provision of audit and non-audit services

to the Company and its subsidiaries is compatible with PwCs independence

Management and PwC have represented to the Audit Committee that the Companys audited consol

idated financial statements as of and for the fiscal year
ended January 30 2010 were prepared in accordance

with accounting principles generally accepted in the United States and the Audit Committee has reviewed

and discussed those audited consolidated financial statements with management and PwC

Based on the Audit Committees discussions with management and PwC and its review of the report of

PwC to the Audit Committee the Audit Committee recommended to the Board that the Companys audited

consolidated financial statements be included and the Board approved such inclusion in the Companys

Annual Report on Form 10-K for the fiscal year ended January 302010 filed with the SEC on March 29 2010

Submitted by the Audit Committee of the Board

James Bachmann Lauren Brisky Robert Rosholt

Chair
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Pre-Approvat Policy

Under applicable SEC Rules the Audit Committee is required to pre-approve the audit and non-audit

services performed by the Companys independent registered public accounting firm in order to ensure that

the provision of these services does not impair the independence of the independent registered public

accounting firm from the Company and its subsidiaries The SEC Rules specify the types of non-audit

services that an independent registered public accounting firm may not provide to its audit client and establish

the Audit Committees responsibility for administration of the engagement of the independent registered

public accounting firm

Annually the Companys management and the independent registered public accounting firm jointly

submit to the Audit Committee an Audit and Non Audit Services Matrix the Matrix specifying the

categories of audit services and permitted non-audit services of which management may wish to avail itself

The Audit Committee reviews the Matrix and either approves or rejects specific categories of services

Management and the independent registered public accounting firm then revise the Matrix to include only

those categories of services approved by the Audit Committee The specific services within those categories

must be pre-approved as described below

Annually Company management and the independent registered public accounting firm jointly submit

to the Audit Committee an Annual Pre-Approval Request the Pre-Approval Request listing all known

and/or anticipated audit services and permitted non-audit services for the upcoming fiscal year The Pre

Approval Request lists these specific services by category in accordance with the Matrix describes them in

reasonable detail and includes an estimated budget or budgeted range of fees

The Audit Committee reviews the Pre-Approval Request with both the Companys management and the

independent registered public accounting firm final list of annual pre-approved services and budgeted fees

is then prepared and distributed by management to appropriate Company personnel and by the independent

registered public accounting firm to the partners who provide services to the Company and its subsidiaries

The pre-approval of non-audit services contained in the Pre-Approval Request is merely an authorization for

management potentially to use the independent registered public accounting firm for the approved services

and allowable services Management has the discretion to engage either the independent registered public

accounting firm or another provider for each listed non-audit service The Audit Committee in concert with

management has the responsibility to set the terms of the engagement negotiate the fees within the approved

budget range and execute the letters of engagement

During the course of each fiscal year there may be additional non-audit services that are identified by the

Companys management as desired but which were not included in the annual Pre-Approval Request The

Audit Committee designates two members with the authority to pre-approve interim requests
for additional

non-audit services Prior to engaging the independent registered public accounting firm for such additional

non-audit services the Companys management submits request for approval of the non-audit services to the

designated Audit Committee members who will approve or deny the request and so notify management

These interim pre-approval procedures may be used only for non-audit services that are less than $100000

Requests for additional non-audit services greater
than $100000 must be approved by the full Audit

Committee At each subsequent Audit Committee meeting the designated Audit Committee members are to

report any
interim non-audit service pre-approvals

since the last Audit Committee meeting
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Fees of Independent Registered Public Accounting Firm

Fees billed for services rendered by PwC for each of Fiscal 2009 and Fiscal 2008 were as follows

2009 2008

Audit Fees $1180743 $1110884

Audit-Related Fees 7000 131600

Tax Fees 11800 40000

All Other Fees 3471 62181

Total $1203014 $1344665

Audit Fees represent fees for professional services rendered by PwC in connection with the audit of the

Companys annual consolidated financial statements and reviews of the unaudited interim consolidated

financial statements included in the Companys Quarterly Reports on Form 10-Q

Audit-Related Fees for Fiscal 2009 represent
fees relating to accounting research Audit-Related Fees

for Fiscal 2008 represent fees relating to special projects

Tax Fees represent fees relating to tax consulting services

All Other Fees represent fees relating to country-of-origin factory site verification services

All of the services rendered by PwC to the Company and its subsidiaries during Fiscal 2009 and Fiscal

2008 were pre-approved by the Audit Committee

RATiFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC

ACCOUNTING FIRM

As noted above PwC served as the Companys independent registered public accounting firm during

Fiscal 2009 and in that capacity rendered report on the Companys consolidated financial statements as of

and for the fiscal
year

ended January 30 2010 and internal control over financial reporting as of January 30

2010 Subject to ratification by the stockholders the Audit Committee of the Board has reappointed PwC as

the independent registered public accounting firm to audit the Companys consolidated financial statements

and internal control over financial reporting for the current fiscal year Although the Companys governing

documents do not require the submission of PwCs appointment to stockholders for ratification the Company

believes it is desirable to do so The Audit Committee and the Board recommend that the stockholders vote

FOR the ratification of the appointment of PwC If the appointment of PwC is not ratified the Audit

Committee of the Board will reconsider the appointment

Representatives of PwC are expected to be present at the Annual Meeting They will be available to

respond to appropriate questions and may make statement if they so desire

Required Vote

The ratification of the appointment of PwC as the Companys independent registered public accounting

firm for the fiscal year ending January 30 2010 requires the affmnative vote of majority in voting interest of

the stockholders present in person or by proxy and voting thereon Abstentions will not be treated as votes cast

THE AUDiT COMMiTTEE AND THE BOARD RECOMMEND VOTE FOR THE
RATIFICATION OF THE APPOINTMENT OF PwC
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PROPOSAL TO APPROVE THE ABERCROMBIE FITCH CO
2010 LONG-TERM INCENTiVE PLAN

Subject to stockholder approval and upon the recommendation of the Compensation Committee the

Board has adopted the Abercrombie Fitch Co 2010 Long-Term Incentive Plan the 2010 LTIP The

2010 LTIP is an equity incentive plan that will allow the Company to grant
awards that will comply with the

requirements
of Section 162m of the Internal Revenue Code Section 162m eliminates federal income

tax deduction for annual compensation in excess of $1 million paid by the Company to any officer named in

the Summary Compensation Table with the exception of the Chief Financial-Officer in any one year
unless

that compensation qualifies as performance-based compensation under Section 162m One requirement
for

compensation to be performance-based is that the material terms of the performance goals under which

compensation may be paid be disclosed to and approved by stockholders every five years For purposes
of

Section 162m the material terms include the associaies eligible to eceive compensation ii

description of the business criteria on which the performance goal may be based and iii the maximum

amount of compensation that can be paid to an associate under the performance goal With respect to the

awards under the 2010 LTIP each of these aspects is discussed below and stockholder approval of the 2010

LTIP is intended to constitute approval of each of these aspects
of the 2010 LTIP for purposes

of the approval

requirements of Section 162m Participation in the 2010 LTIP is open to all Company associates and non-

associate directors with the exception of Michael Jeifries

The Compensation Committee believes that equity incentive grants are vital to the interests of the

Company and its stockholders as they play an important role in the ability of the Company to attract and retain

its associates The Company operates
in highly competitive industry requires creative talent not easily

found and is located in geographic area seen as less desirable by some potential associates

The Company currently maintains two stock incentive plan for the purpose of granting stock-based

compensation awards the Abercrombie Fitch Co 2005 Long-Term Incentive Plan the 2005 LTIP and

the Abercrombie Fitch Co 2007 Long-Term Incentive Plan the 2007 LTIP and together with the 2005

LTIP the Existing LTIPs As of January 30 2010 total of 4366596 shares remained available for new

award grants under the Existing LTIPs based on the share counting rules in effect for such LTIPs In addition

as of January 302010 8758728 shares were covered by outstanding options and stock appreciation rights

granted under the Existing LTIPs which awards had weighted-average
exercise price of $33.42 and

weighted-average remaining term of 5.5 years and ii 1331048 shares were subject to unvested full-value

awards outstanding under the Existing LTIPs

The following summary of the material terms of the 2010 LTIP copy of which is attached hereto as

Appendix does not purport to be complete and is qualified in its entirety by the terms of the 2010 LTIP

Purpose of the 2010 LTIR The purpose
of the 2010 LTIP is to aid the Company in attracting retaining

motivating and rewarding certain associates and non-associate directors of the Company to provide for

equitable and competitive compensation opportunities to recognize individual contributions and reward

achievement of Company goals and to promote the creation of long-term value for stockholders by closely

aligning the interests of participants
with those of stockholders

Administration of the 2010 LTIR The 2010 LTIP is administered by the Compensation Committee

The Compensation Committee is composed in accordance with and governed by the Compensation

Committees Charter as approved from time to time by the Board and subject to Section 303A.05 of the

NYSE Listed Company Manual the NYSE Manual and other corporate governance documents of the

Company The Compensation Committee has the power in its discretion to grant awards under the 2010 LTIP

to determine the terms thereof to interpret the provisions of the 2010 LTIP and to take action as it deems

necessary or advisable for the administration of the 2010 LTIP
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Type of Awards Under the 2010 LTIR The 2010 LTIP provides that the Compensation Committee may

grant
awards to eligible participants in any of the following forms subject to such terms conditions and provisions

as the Compensation Committee may determine to be necessary or desirable incentive stock options ISOs
iinonstarutoly

stock options NSOs and together with ISOs Options iii Common Stock-settled or cash-

settled stock appreciation rights SARs and iv restricted stock and restricted stock units

Numberof Authorized Shares Thç 2010 LTIP provides for awards during the term of the 2010 LTIP with

respect to maximum of 3570000 shares the Share Pool Any shares issued pursuant totions or SARs will

be counted against the Share Pool on one-for-one basis and any shares issued pursuant to awards other than

Options or SARs will be counted against the Share Pool as two shares for every one share issued pursuant to such

award Under the terms of the 2010 L11P up to 3570000 shares may be granted as ISOs The number and class of

shares available under the 2010 L11P and/or subject to outstanding awards may be equitably adjusted by the

Compensation Committee in the event of vaijous changes in the capitalization of the company

2005 LTIP/2007 LTIP Awards Effect of insufficient Shares Under the share-counting rules applicable

to the 2005 LTIP and the 2007 LTIP the number of shares necessary to settle outstanding SARs net of the

exercise price and applicable withholding taxes varies based upon the stock price of the Companys Common

Stock For example if an award of 100 SARs were granted at $40 per share and the stock price increased to

$50 there would be $1000 of intrinsic value attributable to such SARs and subject to reduction for

applicable withholding taxes it would take 20 shares of Common Stock to settle such award

The share-counting rules applicable to the 2005 LTIP and the 2007 LTIP will not be applicable to the 2010

LTIP rather the Share Pool methodology described below will apply In addition if the 2010 LTIP is approved by

stockholders the Compensation Committee will amend the share-counting rules applicable to future awards under

the 2005 LTIP and 2007 LTIP from and after the Annual Meeting to mirror the Share Pool methodology applicable

to the 2010 LTIP described below The current share-counting rules applicable to the 2005 LTIP and 2007 LTIP

described above however will continue to remain in effect for awards granted under those plans before the Annual

Meeting The Compensation Committee does not contemplate making awards other than typical quarterly or

promotion grants in the ordinary course between the date hereof and the Annual Meeting

To the extent the Company determines that it is unable to settle one or more awards granted under either the

2005 L11P or the 2007 LTIP other than awards granted under the 2007 LTIP to Michael Jeifries with the

issuance of shares remaining to be issued under the 2005 LTIP or the 2007 LTIP as the case may be such awards

may be settled by the issuance of shares from the Share Pool under the 2010 LTIP 2005 LTIP or 2007 LTIP awards

settled under the 2010 LTIP will be subject to the Share Pool share counting provisions of the 2010 LTIP

In the event there are not sufficient shares of Common Stock available to be issued under the 2005 LTIP or

the 2007 LTIP to settle the awards granted thereunder the Company will be required to settle some portion of

certain SAR awards granted under the 2005 LTIP and/or the 2007 LTIP in cash Settling awards in cash rather

than shares of Common Stock could have an adverse impact on the Companys cash flow from operations

financial position and results of operations Approval of the 2010 LTIP should reduce the magnitude of the

Companys exposure to such cash settlement risk

In addition under applicable accounting rules if the Company determines at any time that there would

be insufficient shares remaining under the 2005 LTIP or the 2007 LTIP to settle one or more awards granted

under the 2005 LTIP or the 2007 LTIP with the issuance of shares the Company will be required to classify

and account for all or portion of the equity-based awards under one or both of such plans as liabilities This

liability accounting could adversely impact the Companys fmancial position or results of operations

Approval of the 2010 LTIP should reduce the magnitude of the Companys exposure to such liability

accounting risk in the event that it is triggered
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Share Counting Rules To the extent that an award under the 2010 LTIP expires
is canceled forfeited

settled in cash or otherwise terminated without delivery of shares the shares retained by or returned to the

Company will be available for future grants
under the 2010 LTIP In addition in the case of any award granted

in assumption of or in substitution for an award of company or business acquired by the Company or

subsidiary or affiliate or with which the Company or subsidiary or affiliate combines shares issued or

issuable in connection with such substitute award will not be counted against the Share Pool Notwithstanding

the foregoing shares subject to an award may not again be made available for issuance under the 2010 LTIP if

such shares are shares that were subject to stock-settled SAR granted under the 2010 LTIP and were not

issued upon the net settlement or net exercise of such SAR ii shares delivered to or withheld by the

Company to pay the exercise price of an Option iii shares delivered to or withheld by the Company to pay

the withholding taxes related to an award or iv shares repurchased on the open market with the proceeds of

an.Option exercise Any shares that again become available for grant pursuant to the foregoing will be added

back to the Share Pool as one share if such shares were subject to Options or SARs and as two shares if such

shares were subject to awards other than Options or SARs

EligibiliLy and Participation Eligibility to participate in the 2010 LTIP is generally limited to an

associate or non-associate director of the Company or any subsidiary or affiliate provided that Michael

Jeifries the Companys Chief Executive Officer will not be considered an eligible associate for any purpose

under the 2010 LTIP and is specifically excluded from receiving or participating in awards granted under the

2010 LTIP No associate may be granted in any fiscal year an award covering more than 2000000 shares of

the Companys Common Stock plus any portion of such limit that was unused as of the end of the previous

fiscal year The foregoing limit is applied separately to each different type of award Options SARs

restricted stock and restricted stock units under the 2010 LTIP No non-associate director may be granted

awards covering more than 10000 shares of the Companys Common Stock annually provided that this limit

will not apply to awards granted in lieu of other forms of director compensation at the election of the director

Burn Rate Commitment In order to address potential stockholder concerns regarding the number of

shares subject to Options SARs and other awards that the Company intends to grant in given year the Board

commits to stockholders that over the Companys 2010 2011 and 2012 fiscal years the Company will not

grant number of shares subject to Options SARs or other awards to associates or non-associate directors at

an average
annual rate greater than 3.11% of the number of shares of Common Stock that the Company

reasonably believes will be outstanding over such three-year period this is referred to as the burn rate

limit provided that any semi-annual awards required to be granted to Mr Jeffries pursuant to the terms of his

employment agreement as described on page 56 shall not count towards this limit Excluding awards to

IVIr Jeffries the Companys burn rate for Fiscal 2009 would have been 2.0% and including the semi

annual awards to Mir Jeifries in Fiscal 2009 such burn rate would have been 3.2% For purposes of

calculating the number of shares of Common Stock granted in year each share subject to full-value award

awards other than Options and SARs will count as equivalent to 2.0 shares of Common Stock

Grant of Options and SARs The Compensation Committee may award Options and SARs to eligible

participants The Compensation Committee is also authorized to grant
SARs in tandem with or as

component of other awards tandem SARs or not in conjunction with other awards freestanding SARs

as well as SARs that are exercisable only in connection with change of control of the Company Limited

SAR
Exercise Price of Options and SARs The exercise price per

share of an Option will in no event be less

than 100% of the fair market value per
share of the Companys Common Stock underlying the award on the

date of grant
The Compensation Committee has the discretion to determine the exercise price and other terms

of SARs except that the exercise price of tandem SAR will not be less than the exercise price of the

81



related Option and ii the exercise price of freestanding SAR will be fixed as of the date of grant and will

not be less than the fair market value of share of Common Stock on the date of grant Without the approval of

stockholders the Company will not amend or replace previously granted Options or SARs in transaction

that constitutes repricing within the meaning of Section 303A.08 of the NYSE Manual

Vesting of Options and SARs The Compensation Committee has the discretion to determine when and

under what circumstances an Option or SAR can be exercised

Special Limitations on 1SOs In the case of grant
of an Option intended to qualify as an ISO no such

Option may be granted to participant who owns at the time of the grant stock representing more than 10%

of the total combined voting power of all classes of stock of the Company or its subsidiaries 10%

Stockholder unless the exercise price per share of the Companys Common Stock subject to such ISO is at

least 110% of the fair market value per share of the Companys Common Stock on the date of grant and such

ISO award is not exercisable more than five years
alter its date of grant In addition Options designated as

ISOs shall not be eligible for treatment under the Internal Revenue Code as ISOs to the extent that either the

aggregate
fair market value of shares of Common Stock determined as of the time of grant with respect to

which such ISOs are exercisable for the first time by the participant during any calendar year exceeds

$100000 or ii such ISOs otherwise remain exercisable but are not exercised within three months of

termination of employment or such other period of time provided in Section 422 of the Internal Revenue

Code

Exercise of Options and SAR The Compensation Committee has the discretion to determine the

method or methods by which an Option or SAR may be exercised Upon the exercise of SAR participant is

entitled to receive shares of Common Stock having an aggregate fair market value equal to the excess of

the fair market value of one share of Common Stock as of the date of exercise or in the case of Limited

SAR the fair market value determined by reference to the change of control price stipulated by the related

award agreement over ii the exercise price of the shares of Common Stock covered by the SAR multiplied

by the number of shares of Common Stock covered by the SAR or the portion thereof being exercised

Any fractional shares resulting from the exercise of SAR will be paid in cash

Expiration of Options and SARs Options and SARs will expire at such time as the Compensation

Committee determines provided however that no Option or SAR may be exercised more than ten years
from

the date of
grant except in the case of an ISO held by 10% Stockholder in which case such ISO may not be

exercised more than five years
from the date of grant

Restricted Stock and Restricted Stock Units The Compensation Committee has the discretion to grant

both restricted stock and restricted stock units to participants The grant issuance retention vesting and/or

settlement of restricted stock and restricted stock units will occur at such times and in such installments as

determined by the Compensation Committee or under criteria established by the Compensation Committee

The Compensation Committee will have the right to make the timing of the grant and/or the issuance ability

to retain vesting and/or settlement of restricted stock and restricted stock units subject to continued

employment passage of time and/or such performance conditions as deemed appropriate by the Compen

sation Committee provided that the grant issuance retention vesting and/or settlement of an award of

restricted stock or restricted stock units that is based in whole or in part on performance conditions will be

subject to performance period of not less than one year and any award based solely on continued

employment or the passage of time will vest over period of not less than three years from the date the award

is made but such vesting may occur ratably over the three-year period These minimum vesting conditions

need not apply jf the participant dies becomes disabled retires within the meaning of the 2010 LTIP or in

connection with change of control and iiwith respect to up to an aggregate of 5% of the shares of Common
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Stock authorized under the 2010 LTIP which 5% will include awards under the 2010 LTIP to non-associate

directors which can be granted as restricted stock or restricted stock units without regard to such minimum

vesting requirements

Holders of restricted stock have all the rights of stockholder such as the right to vote the shares or

receive dividends and other distributions except to the extent restricted by the terms of the 2010 LTIP or any

award document relating to the restricted stock and subject to any mandatory reinvestment or other

requirement imposed by the Compensation Committee Holders of restricted stock units will not have

any such stockholder rights until shares have been issued to them upon vesting although the Compensation

Committee may provide for dividend equivalent rights

Performance-Based Compensation If the Compensation Committee specifies that any grant of

restricted stock or restricted stock units is intended to qualify as performance-based compepsation under

Section 162m ofthe Internal Revenue Code thegrant issuance vesting and/er settlement of such award

will be contingent upon the achievement of one or more pre-established performance goals in accordance

with provisions of Section 162m and the related regulation as more fully described below Achievement of

performance goals will be measured over performance period of one year or more -as -specified by the

Compensation Committee Each performance goal will be established not later than the earlier of ninety

90 days after the beginning of any performance period applicable to such award or the time that 25% of

such performance period has elapsed Settlement of performance-based
awards will be in cash or Common

Stock in the Compensation Committees discretion The Compensation Committee may in its discretion

reduce the amount of settlement otherwise to be made Any settlement that changes the form of payment

from that originally specified will be implemented in manner such that the award and other related awards

do not thereby fail to qualify as performance-based compensation under Section 162m of the Internal

Revenue Code The Compensation Committee will specify the circumstances in which performance-based

awards will be paid or forfeited in the event of the participants death disability or retirement in connection

with change of control or subject to the one-year performance requirement described above in the

discussion of restricted stock and restricted stock units in connection with any other termination of

employment prior to the end of performance period or settlement of such awards If at any time after

the date participant has been granted or becomes vested in an award pursuant to the achievement of

performance goal the Compensation Committee determines that the earlier determination as to the achieve

ment of the performance goal was based on incorrect data and that the goal has not in fact been achieved or

had been achieved to lesser extent than originally determined and portion of an award would not have been

granted vested or paid given the correct data then such portion of the award that was granted shall be

forfeited and any related shares or if such shares were disposed of the cash equivalent shall be returned to

the Company as provided by the Compensation Committee ii such portion of the award that became vested

shall be deemed to be not vested and any related shares or if such shares were disposed of the cash

equivalent shall be returned to the Company as provided by the Compensation Committee and iii such

portion of the award paid to the participant shall be paid by the participant to the Company upon notice from

the Company as provided by the Compensation Committee

For purposes of the 2010 LTIP performance goal will mean any one or more of the following

business criteria either individually alternatively or in any combination applied to either the Company as

whole or to business unit or subsidiary either individually alternatively or in
any combination and

measured either annually or cumulatively over period of
years on an absolute basis or relative to pre

established target to previous years results or to designated comparison group in each case as specified by

the Compensation Committee

Gross sales net sales or comparable store sales
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Gross margin cost of goods sold mark-ups or mark-downs

Selling general and administrative expenses

Operating income earnings from operations earnings before or after taxes earnings before or after

interest depreciation amortization or extraordinary or special items

Net income from continuing operations or net income per share of Common Stock from continuing

operations basic or diluted

Net income or net income
per

share of Common Stock basic or diluted

Inventory turnover or inventory shrinkage

Return on assets return on investment return on capital or return on equity

Cash flow free cash flow cash flow return on investment or net cash provided by operations

Economic profit or economic value created

Stock price or total stockholder return and

Market penetration geographic expansion or new concept development customer satisfaction

-staffing diversity training and development succession planning associate satisfaction acquisitions

or divestitures of subsidiaries affiliates or joint ventures

Change of Control Unless the Board or the Compensation Committee provides otherwise prior to

change of control in the event of change of control of the Company the following provisions will apply to

outstanding awards In the case of an award that is not performance-based award in the event that the

acquiring or surviving entity assumes and maintains the award but terminates the participant without cause

within three months prior to or eighteen months after such change of control or ii the acquiring entity does

not assume and maintain such award Options and SARs will vest immediately and be exercisable for two

years following the date of termination of employment subject to the original term of the Options and SARs

and restricted stock and restricted stock units will vest immediately and be settled in full In the case of

performance-based awards if fifty percent 50%or more of the related performance period has elapsed as of

the date of the change of control the participant will be entitled to pro-rated portion of the award based on

performance through date occurring within three months prior to the date of the change of control as

determined by the Compensation Committee prior to the change of control If less than fifty percent 50%of

the related performance period has elapsed as of the date of the change of control the participant will be

entitled to pro-rated portion of the target amount of the award In no event will payment be accelerated to

date that is earlier than the earliest date as of which distribution from the 2010 LTIP would be permitted by

Section 409A of the Internal Revenue Code without triggering the application of the additional tax described

in Section 409Aa 1B change of control means unless otherwise specified by the Compensation

Committee in an award agreement the occurrence of nature that would be required to be reported by the

Company in response to Item 6e of Schedule 14A under the Exchange Act and shall be deemed to have

occurred as of the first day that any of the following conditions are met securities representing twenty

percent 20%or more of the combined voting power of the Companys securities are acquired by person

deemed an Acquiring Person under the Rights Agreement dated as of July 16 1998 as amended between

the Company and American Stock Transfer Company LLC as successor Right Agent ii the Company

merges or consolidates with another company unless the voting securities of the Company immediately prior

to the merger or consolidation continue to represent eighty percent 80% or more of the combined voting

power of the Company or surviving entity iii more than fifty percent 50% of the Companys assets or

earning power on consolidated basis is sold exchanged leased mortgaged pledged transferred or

otherwise disposed of iv the Company is completely liquidated or dissolved any reorganization reverse

stock split or recapitalization occurs that would result in change of control as defined or vi any
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transaction or series of related transactions occurs having directly or indirectly the same effect as any of the

foregoing

Certain Events of Forfeiture Unless otherwise determined by the Compensation Committee awards

granted under the 2010 LTIP to participants
other than to non-associate directors are subject to forfeiture in

the event of the participants
breach of certain restrictive covenants Specifically

in the event of such breach

the unexercised portion
of any Option whether or not vested and any other award not yet settled will be

immediately forfeited and the participant will be required to repay any award gain as defined below realized

by the participant upon exercise or settlement of awards that occurred on or after the date six months prior

to the date the associate breached the restrictive covenant if the breach occurred while the associate was still

employed by the Company cr ii the date six months prior to the associates termination of employment if the

breach occurred after the associates employment terminated Such breach will occur if during the

associates employment with the Company or during the oneyear period following the associates termi

nation of employment the associate competes with the Company induces customers or suppliers to

abandon their relationship with the Company or induces other associates to terminate their employment with

the-Company or discloses uses sells or otherwise transfers certain confidential or proprietary information

of the Company or fails to cooperate with the Company including in connection with certain legal

proceedings and actions Award gain is defmed for this purpose as in the case of an Option the spread

between the fair market value on the exercise date of the underlying Common Stock and the exercise price

multiplied by the number of shares exercised on that date and in all other cases the fair market value of

the Common Stock or cash payable under the award less certain consideration paid by the participant to settle

the award

Nontran.ferability of Awards No award or other right or interest of participant under the 2010 LTIP

may be pledged hypothecated or otherwise encumbered or subject to any lien obligation or liability of such

participant to any party other than the Company or subsidiary or affiliate thereof or assigned or transferred

by such participant otherwise than by will or the laws of descent and distribution or to beneficiary upon the

death of participant and such awards or rights that may be exercisable shall be exercised during the lifetime

of the participant only by the participant or the participants guardian or legal representative except
that

awards and other rights other than ISOs and SARs in tandem therewith may be transferred to one or more

transferees during the lifetime of the participant
and may be exercised by such transferees in accordance with

the terms of such award but only if and to the extent such transfers are permitted by the Compensation

Committee subject to any terms and conditions which the Compensation Committee may impose thereon

Tax Withholding and Tax Offset Payments The Compensation Committee is authorized to withhold

from awards and related payments including Common Stock distributions amounts of withholding and other

taxes due or potentially payable in connection with any
transaction involving an award by withholding

Common Stock or other property requiring participant to remit to the Company an amount in cash or other

property including Common Stock to satisfy such withholding requirements or by taking certain other

actions The Company can delay the delivery to participant of Common Stock under any award to allow it to

determine the amount of withholding to be collected and to collect and process
such withholding

Term of 2010 LTIP Unless earlier terminated by the Board the authority of the Compensation

Committee to make grants under the 2010 LTIP shall terminate on the date that is ten years after the latest date

upon which stockholders of the Company have approved the 2010 LTIP

Amendment and Termination The Board may suspend amend or terminate the 2010 LTIP provided

however that the Companys stockholders will be required to approve any amendment to the extent

required by law or NYSE Rules ii that would materially increase the aggregate number of shares issuable

85



under the 2010 LTIP iii that would alter the 2010 LTIPs provisions restricting the Companys ability to

grant Options or SARs with an exercise price that is not less than the fair market value of the underlying

Common Stock or iv in connection with any action to amend or replace previously granted Options or SARs

in transaction that constitutes repricing as such term is used in Section 303A.08 of the NYSE Manual

Awards granted prior to termination of the 2010 LTIP will continue in accordance with their terms

following such termination No amendment suspension or termination of the 2010 LTIP will adversely affect

the rights of participant in awards previously granted without such participants consent

New 2010 LTIP Benefits All grants of awards under the 2010 LTIP will be made in the discretion of the

Compensation Committee Therefore the benefits and amounts that will be received under the 2010 LTIP are

not presently determinable

Federal Income Tax Consequences The following is brief summary of the general federal income tax

consequences-to the Company -and to-U taxpayers of awards -granted under the 2010 LTIP as of May 10

2010 The discussion does not address state local or foreign income tax rules or other U.S tax provisions

such as estate or gift taxes participants particular situation may be such that some variation of the basic

rules is applicable to him or her In addition the federal income tax laws and regulations frequently have been

revised and may be changed again at any time

NSOs and SARs No taxable income is reportable when NSO or SAR is granted Upon exercise

generally the recipient will have ordinary income equal to the fair market value of the underlying shares of

Common Stock on the exercise date minus the exercise price Any gain or loss upon the disposition of the

Common Stock received upon exercise will be capital gain or loss to the recipient

ISOs No taxable income is reportable when an ISO is granted or exercised except for participants

who are subject to the alternative minimum tax who may be required to recognize income in the year in which

the ISO is exercised If the recipient exercises the ISO and then sells the underlying shares of Common Stock

more than two years
after the grant date and more than one year after the exercise date the excess of the sale

price over the exercise price will be taxed as capital gain or loss If the recipient exercises the ISO and sells the

shares before the end of the two- or one-year holding periods he or she generally will have ordinary income at

the time of the sale equal to the fair market value of the shares on the exercise date or the sale price if less

minus the exercise price of the ISO

Restricted Stock and Restricted Stock Units recipient of restricted stock or restricted stock units will

not have taxable income upon the grant unless in the case of restricted stock he or she elects to be taxed at

that time Instead generally he or she will have ordinary income at the time of vesting equal to the fair market

value on the vesting date of the shares or cash received minus any amount paid for the shares

Section 280G/4999 of the Internal Revenue Code Awards that are granted accelerated or enhanced

upon the occurrence of change of control may give rise in whole or in part to excess parachute payments

within the meaning of Section 280G and Section 4999 of the Internal Revenue Code and to such extent will

be non-deductible by the Company and subject to 20% excise tax to the participant

Tax Effect for the Company The Company generally will receive tax deduction for any ordinary

income recognized by participant in respect of an award under the 2010 LTIP for example upon the

exercise of NSO In the case of ISOs that meet the requirements described above the associate will not

recognize ordinary income therefore Company will not receive deduction Special rules limit the

deductibility of compensation paid to the Companys Chief Executive Officer and to each of its three most

highly compensated executive officers other than the Chief Executive Officer and Chief Financial Officer

Under Section 162m of the Internal Revenue Code the annual compensation paid to each of these
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executives may not be deductible to the extent that it exceeds $1 million The Company can however

preserve the deductibility of compensation over $1 million if certain conditions for qualification as perfor

mance-based compensation under Section 162m are met These conditions include stockholder approval
of

the 2010 LTIP stockholder approval of limits on the number of awards that any individual may receive

granting Options and SARs with an exercise price no less than the fair market value of the Common Stock on

the date of grant and for awards other than Options and SARs establishing performance criteria that must be

met before the award will actually be granted be settled vest or be paid The 2010 LTIP has been designed to

permit the Compensation Committee to grant awards that qualify as performance-based
for purposes of

sab the conditions of Section 162m As described above the Companys deduction may also be

limited iy Section 2800 of the Internal Revenue Code

Required Vote

The 2010 LTIP requires the approval
of the affirmative vote of majority in voting interest of the

stockholders present in person or by proxy and voting thereon provided that the total vote cast on the proposal

represents over 50% of all securities entitled to vote on the proposal Under applicable NYSE Rules broker

non-votes will not be treated as votes cast Abstentions will be treated as votes cast and will have the effect of

vote AGAINST the proposal

THE BOARD OF DIRECTORS RECOMMENDS VOTE FOR APPROVAL OF THE 2010

LONG-TERM INCENTIVE PLAN AS SET FORTH IN APPENDIX

STOCKHOLDER PROPOSAL NO

The Company expects the following stockholder proposal to be presented
for consideration at the

Annual Meeting The proposal quoted below and the Supporting Statement quoted below were submitted by

the AFSCME Employees Pension Plan 1625 Street NW Washington D.C 20036 which owned 600 shares

of Common Stock as of December 2009 The Board unanimously recommends that you vote AGAiNST

the proposal

The proposal as submitted is as follows

Resolved that stockholders of Abercrombie Fitch Co Abercrombie Fitch urge the board

of directors the Board to adopt policy that the Chairman of the Board shall be director who is

independent from Abercrombie Fitch The policys definition of independence should provide
that

director is not independent if he or she

in the last five years has been employed by the Company ii employed by served as

director of or has had five percent or greater equity interest in an entity that makes payments to or

receives payments from the Company and either such payments account for one percent or

more of the entitys or the Companys consolidated gross revenues in any single fiscal year or if

the entity is debtor or creditor of the Company the amount owed exceeds one percent
of the

Companys or entitys assets iiian employee or director of foundation university or other non

profit organization that receives donations from the Company or the director has been direct

beneficiary of any donations to such an organization or iv part of an interlocking directorate in

which the CEO or other employee of the Company serves on the board of an entity employing the

director or
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in the past five years
has provided consulting or other services to the Company or an

executive officer of the Company or

is the parent child sibling aunt uncle or cousin of someone described in any of the

subsections in or above

The policy should provide that if the Board determines that Chairman who was independent when

selected is no longer independent the Board shall select new Chairman who satisfies the requirements
of the

policy within 60 days of such determination Compliance with the policy should be excused if no director who

qualifies as independent is elected by the stockholders or if no director who is independent
is willing to serve

as Chairman The policy should apply prospectively so as not to violate any existing contractual obligation

Supporting Statement

----------Abercrombie- Fitchs CEO Michael Jeifries also serves of chairman of the Companys board of

directors As Intel former chairman Andrew Grove stated The separation of the two jobs goes to the heart of

the conception of corporation Is company sandbox for the CEO or is the CEO an employee If hes an

employee he needs boss and-that-boss is the board The chairman runs the board How can the CEO be his

own boss Also in our view these roles require different skills and temperaments We believe that

independent board leadership would be particularly constructive at Abercrombie Fitch where Mr Jeffries

was named the Highest Paid Worst Performer of 2008 by The Corporate Library

We urge
stockholders to vote for this proposal

The Companys Response

This proposal has been carefully considered by the Board The Board believes its adoption is not in the

best interests of the Company or its stockholders

U.S companies have historically followed model in which the chief executive officer also serves as

chairman of the board This model has succeeded because it makes clear that the chairman of the board and

chief executive officer is responsible for managing the corporations business under the oversight and review

of its board This structure also enables the chief executive officer to act as bridge between management and

the board helping both to act with common purpose

According to the most recent Spencer Stuart US Board Index for 2009 Oct 2009 the manner in which

the Board has already handled this issue is in line with the vast majority of U.S public companies In 2009

approximately 95% of the SP 500 companies had appointed an independent lead director as the Company

has and approximately 63% have combined the positions of Chairman of the Board and Chief Executive

Officer again just as the Company has done In contrast the position being proposed in the AFSCME

proposal an independent chairman of the board has been adopted by only 16% of the SP 500 companies

While the AFSCME proposal purports to be concerned with splitting the Chairman of the Board and the

Chief Executive Officer positions we believe the core issue is concern over independence As to independence

our Board has already dealt with this issue in decisive and effective manner as discussed below

Our Amended and Restated Bylaws and Corporate Governance Guidelines permit the roles of Chairman

of the Board and Chief Executive Officer to be filled by different individuals if the Board so decides In fact

the Board deliberates and decides each time it appoints individuals to the Chairman of the Board and Chief

Executive Officer positions whether the roles should be combined or separate based upon the Companys

needs am that time The Board believes that the Company is currently best served by having Mr Jeifries hold

both positions
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combined Chairman of the Board and Chief Executive Officer position together with independent

chairs for each of our Board committees Lead Independent Director regularly scheduled executive sessions

of the Board and regularly scheduled meetings of the non-management directors is believed to be the most

appropriate Board leadership structure for the Company at this time This structure demonstrates for all of our

stakeholders including our associates customers and stockholders that our Board is committed to engaged

independent leadership and performance of its responsibilities Experienced and independent directors

sitting on various committees with independent chairs oversee the Companys operations risks performance

and business strategy

Combining the Chairman of the Board and Chief Executive Officer positions takes advantage of the

talent and knowledge of ML Jeifries as the individual the Board recognizes as the founder of the modem

day Abercrombie Fitch and effectively combines the responsibilities for strategy development and

execution with management of day-to day operations
It also reduces the potential for confusion or

duplication of efforts and provides clear leadership for the Company

The Board believes that its strong governance practices including its supermajority of independent

menIbers the combination of the Chairman of the Board and Chief Executive Officer roles and its clearly-

defined Lead Independent Director responsibilities provide an appropriate balance among strategy devel

opment operational execution and independent oversight of the Company

Further the Board strongly believes that the decision of who should serve in these roles and whether the

roles should be combined is the responsibility of the Board The members of the Board are in the best position

to make this determination based upon their knowledge of the Company and the Board structure and

composition and an understanding of the leadership structure of the Company The decision should not be

dictated by abstract philosophical considerations that assume all corporations are the same

As such the Board believes that the AFSCME proposal is not only not needed but would actually be

contrary to the best interests of the Company and the stockholders Here are some of the actions and policies

the Company has adopted

We Already Have Lead Independent Director

As discussed in this Proxy Statement we have established Lead Independent Director position Lead

Director with clearly defined leadership authority and responsibilities The Lead Director Craig

Stapleton chairs meetings of the non-management and independent directors approves Board meeting

agendas has the authority to call meetings of the independent directors serves as liaison between our

Chairman and Chief Executive Officer and the independent directors and provides an important commu

nication link between the other independent directors and our stockholders In contrast the Chairmans

responsibilities are limited to presiding at meetings of the Board and at the annual meetings of stockholders

We Have Substantial Majority of Independent Directors

Eight out of our nine directors are independent as defined by the applicable NYSE Rules Only one of our

directors is deemed not to be independent and that is Mr Jeifries

Our Key Committees are Composed of Independent Directors

The Compensation Committee the Audit Committee the Nominating and Board Governance Com

mittee and the Corporate Social Responsibility Committee are each composed solely of independent

directors The Executive Committee is composed of majority of independent directors

Non-Management and Independent Directors Meet Regularly
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At regularly-scheduled meetings the non-management directors each of whom is also an independent

director meet in executive session without the management director Non-management director executive

sessions are chaired by the Lead Director

AFTER CAREFUL CONSIDERATION THE BOARD OF DIRECTORS UNANIMOUSLY
RECOMMENDS THAT YOU VOTE AGAINST TifiS STOCKHOLDER PROPOSAL

FOR THE FOREGOING REASONS

Conclusion

In summary the Board opposes the AFSCME proposal because it eliminates the Boards ability to

exercise its business judgment and select chairman of the board based on the Companys particular needs at

any particular time and because the Board believes we already receive substantial oversight from our

independent directors As such the Board unanimously-believes that the AFSCME proposal is not in the best

interests of the Company or its stockholders and recommends that you vote AGAINST Proposal No

Required Vote

The approval of the stockholder proposal by AFSCME requires the affirmative vote of majority in

voting interest of the stockholders present in person or by proxy and voting thereon Abstentions and if

applicable broker non-votes are not counted as votes FOR or AGAINST the stockholder proposal

STOCKHOLDER PROPOSAL NO

The Company expects
the following stockholder proposal to be presented for consideration at the

Annual Meeting The proposal quoted below and the Supporting Statement quoted below were submitted by

the Coimecticut Retirement Plans Trust Funds CRPTF 55 Elm Street Hartford Connecticut

06106-1773 which owned 22360 shares of Common Stock as of December 31 2009 The Board unan

imously recommends that you vote AGAINST the CRPTF proposal

RESOLVED that stockholders of Abercrombie Fitch Co Abercrombie urge the board of

directors to take the necessary steps excluding those steps that must be taken by stockholders to eliminate

the classification of Abercrombies board and to require that all directors stand for election annually The

declassification should be completed in manner that does not affect the unexpired terms of directors

Supporting Statement

We believe the election of directors is the most powerful way stockholders influence Abercrombies

strategic direction Currently the board is divided into three classes and each class serves staggered three-year

terms Because of this structure stockholders may only vote on roughly one-third of the directors each year

In our opinion the classified structure of the board is not in stockholders best interest because it reduces

accountability to stockholders Annual election of directors gives stockholders the power to completely

replace the board or replace majority of directors if situation arises warranting such drastic action We

dont believe declassifying the board will destabilize Abercrombie or affect the continuity of director service

Academic studies provide strong
evidence that classified boards harm stockholders 2004 Harvard study by

Lucian Bebchuk and Alma Cohen found that staggered boards are associated with lower firm value as measured

by Tobins and found evidence that staggered boards may bring about not merely reflect that lower value

2002 study by Professor Bebchuk and two colleagues which included all hostile bids from 1996

through 2000 found that an effective staggered board classified board plus provisions that disable

stockholders from changing control of the board in single election despite the classification doubles the
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odds that target company will remain independent without providing any countervailing benefit such as

higher acquisition premium The study estimated that effective staggered
boards cost target

stockholders

$8.3 billion during that period

growing number of stockholders appear to agree
with our concerns In 2009 43 came to vote

averaging 68% support Georgeson 2009 Annual Corporate Governance Review at 20 Also in 2009

management at 29 companies sought stockholder approval for proposals to declassify their boards Id at 42

We urge
stockholders to vote for this proposal

The Companys Response

AFTER CAREFUL CONSIDERATION THE BOARD OF DIRECTORS UNANIMOUSLY

RECOMMENDS ThAT YOU VOTE AGAINST THE CRPTF PROPOSAL FOR THE

FOLLOWING REASONS

-TheCompanys Board is organized in manner that is refened to as classified boardtnicture In

accordance with our Amended and Restated Certificate of Incorporation the directors are divided into three

classes that serve staggered three-year terms such that approximately one-third of the directors stand for

election each year

Our classified board structure has been in place since 1996 and is structure that is both widely adopted

and has very long history in corporate law The classified board structure has been utilized by companies

such as Abercrombie for over 60 years long before hostile takeovers became more commonplace some 25

or 30 years ago The
purpose

of the classified board structure was to provide stability and continuity of board

membership as well as board members who know the company well something that we believe no other form

of board structure provides as well Based upon information provided to us by CPRTF 48.5% of the

companies in the Standard Poors 1500 index maintain the classified board structure

The Board and its Nominating and Board Governance Committee evaluate corporate governance issues

affecting the Company on regular basis including whether to maintain the classified board structure The

Nominating and Board Governance Committee and the Board have carefully considered whether the

classified board structure is appropriate for the Company and have determined that it is in the best interests

of the Company and our stockholders for the reasons set forth below Accordingly the Board recommends

that you vote AGAINST this proposal

CRPTF cites two articles written by Lucian Bebchuk and others in support
of its proposal one published

in 2002 Bebchuk Coates and Subramanian and the other in 2004 actually published in 2005 Bebchuk

and Cohen

As with most complex issues there are other studies and articles addressing classified boards some of

which are more recent than those cited by CRPTF that raise doubts as to the methodology used1 in the

Bebchuk et al are unable to test the interaction effect of poison pills and staggered boards on the

takeover process because poison pills were in place before or adopted quickly alter all the 92 hostile bids in

their sample Thus it is unclear from their study what effect staggered boards would have in the absence of

poison pills Heron and Lie On the Use of Poison Pills and Deftnsive Payouts by Takeover Targets

Journal of Business The University of Chicago 2006 at fn This author is critical of the methodology

given that only hostile takeovers were studied when there are far more negotiated
transactions Gordon

Takeover defenses work Is that such bad thing Stanford Law Review 2006 vol 55 19-837
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Bebchuk studies or have found contrary results to the effect that target companies with classified board are

ultimately acquired at an equivalent rate as companies without classified boards.2

In an article published in 2007 in The New York Times Professor Subramanian one of the authors of the

2002 Bebchuk study cited by CRPTF above is quoted as stating that in some contexts staggered boards offer

many benefits over unitary boards greater stability improved independence of outside directors and longer-

term perspective things shareholders should want too and that to declassify the board of directors would

risk further short-termism in boardrooms.3 Further we are unable to understand CRPTFs reference to the

cost of $8.3 billion to target stockholders as result of effective staggered boards given that the 2002 article

contains no such statement

We also question CRPTFs statement that growing number of stockholders appear to agree
with our

concerns The average number of proposals addressing the elimination of classified board for the past five

years is 42 per year and from 2008 to 2009 the number actually dropped by 95%4 The number therefore is

hardly growing Further the numbercited by CRPTF as the support rate of 68% is also misleading This

only represents the percentage
of votes cast on the non-binding proposal not the percentage actually required

to adopt the provision to declassify the board which would be based upon the percentage of the total

outstanding shares since declassification wôuldrequire ati amendment to the Companys Amended and

Restated Certificate of Incorporation In fact under the Companys Amended and Restated Certificate of

Incorporation approval by holders of 75% of the total outstanding shares would be required to declassify the

Companys Board

The Board has carefully considered whether the classified board structure is appropriate for the

Company and has determined that it is in the best interests of the Company and our stockholders for the

reasons set forth below

Stability and Continuity The classified board structure is designed to provide stability enhance long-

term planning and ensure that at any given time there are directors serving on the Board who have substantial

knowledge of the Company its business and its strategic goals The current classified board structure enables

the Companys directors to build on their own past experience and the experience of continuing directors for

more effective long-term strategic planning The classified board structure also benefits the Company and its

stockholders because the longer terms of office this structure provides help the Company attract and retain

director candidates who are willing to make long-term commitments of their time and energy We believe that

an experienced and knowledgeable Board is better equipped to make decisions that are in the best interests of

our stockholders

The Company believes that the classified structure is particularly appropriate and important given the

adoption by the stockholders of Company-sponsored proposal adopting majority voting at the 2009 Annual

Meeting With declassified Board successful vote no campaign even if initiated for reasons far afield

from takeover contest could lead to chaotic consequence of having all of the directors fail to obtain

majority submit their resignations as required by the Companys Corporate Governance Guidelines and then

with classified board are ultimately acquired at an equivalent rate as companies without

classified boards and target shareholders of firms with classified boards receive larger proportional share of

the total value gains from merger Classification also improves the relative bargaining power of target

managers on behalf of the constituent shareholders Bates Bechier and Lemmon Board Classification and

Managerial Entrenchment Evidence from the Market for Gorporate Control 2007 at page

Subramanian Op-Ed Contributor Board Silly The New York Times February 14 2007

4Georgeson 2009 Annual Corp Gov Rev at page 14
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be the only individuals with authority to consider such resignations Such result even if unintended by those

who initiated the vote no campaign could be destabilizing to the Company

Independence We believe that electing directors to three-year terms rather than one-year terms

enhances the independence of non-management directors Serving longer period of time between elections

protects directors against pressure from management or special interest groups
who might have an agenda

contrary to the long-term interests of stockholders We believe that directors who are able to function

independently and with long-term perspective are particularly important as the Company continues the

implementation of its international expansion strategy

Accountability to Stockholders The Companys directors continue to be accountable to the Company

and its stockholders under the classified board structure Eveiy director is required to act in accordance with

his or hGr fiduciary duties to the Company and its stockholders regardless of how often he or she stands for

election The Board has implemented broad measures to ensure accountability of the Companys directors

including the adoption of Corporate Governance Guidelines that among other things provide for annual

evaluations of director independence and an annual self-assessment of the Boards performance led by the

Nominating and BOard GOvernance Committee

Further and more importantly as noted the Company has implemented majority voting in uncontested

elections of directors in our Amended and Restated Bylaws Under applicable
Delaware law the directors

may not amend the Amended and Restated Bylaws to rescind modify or eliminate majority voting without

further stockholder support To address director holdovers the Board has adopted resignation policy which

is included in our Corporate Governance Guidelines that requires an incumbent director who receives less

than majority of the votes cast in an uncontested election to tender his or her resignation and outlines the

procedures by which the Board will consider whether to accept such resignation As noted above the

combination of the Companys variety of majority voting and declassified Board could lead to anomalous

and chaotic results

Protection AgainstAbusive Tactics and Enhancing Long-Term Stockholder Value The classified board

structure strongly encourages potential acquirers to deal directly with the Board and better positions the

Board to negotiate effectively on behalf of all of the Companys stockholders to maximize possible

stockholder value in potential transaction The classified board structure is designed to safeguard against

potential acquirer unilaterally and rapidly gaining control of the Companys business and assets without

paying fair value for them by removing majority or all of the directors at single annual meeting Because

only approximately
one-third of the directors are elected at any

annual meeting of stockholders at least two

annual meetings of the Companys stockholders would be required to effect change in majority of the

directors serving on our Board providing
incumbent directors appropriate time and leverage to negotiate the

best results for the Companys stockholders in takeover situation It is important to note that classified

board structure does not preclude takeover but may provide the Company with the time and opportunity to

evaluate the adequacy and fairness of takeover proposal negotiate on behalf of all stockholders and weigh

alternative methods of maximizing value for all stockholders Because potential acquirer
could make

tender offer directly to the stockholders of the Company which could be effected without the approval of the

Companys Board classified board does not preclude an acquisition of the Company on terms acceptable to

stockholders Many SP 1500 companies continue to have classified board structures for these reasons and

the other factors we have noted above

Commitment to Effective Corporate Governance Practices We have an experienced and well-qual

ified Board The Board is committed to utilizing effective corporate governance practices
and has adopted

Corporate Governance Guidelines copy of which is available on our website at www.abercrombie.com on
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the Investors page that emphasize this commitment Further the Board through its Nominating and Board

Governance Committee continually seeks to improve and enhance the Companys corporate governance

practices by reviewing the Companys existing practices in light of those of its
peers

and the current corporate

governance environment and retaining or implementing practices that it believes serve the best interests of the

Companys stockholders

Examples of our commitment are clearly shown in actions which we have taken including these more

recent actions

Implementation of majority voting in our Amended and Restated Bylaws whereby our directors must

be elected by majority of the votes cast in an uncontested election and the directors may not modify

rescind or eliminate majority voting without further stockholder approval

Adoption of written resignation policy addressing the consequences of an incumbent director

receiving less than majority of the votes cast in an uncontested election

Adoption of written resignation policy in our Corporate Governance Guidelines to address sub

stantial changes in job responsibility

Adoption of written Related Person Transaction Policy

Appointment of Lead Independent Director whose duties and responsibilities are specified in our

Corporate Governance Guidelines

Adoption of director and executive officer stock ownership guidelines and

Formation of the Corporate Social Responsibility Committee

Procedural Matters It is important to note that stockholder approval of the CRPTF proposal would

not by itself eliminate the classified board structure or provide for the annual election of directors Approval

of the CRPTF proposal would advise the Board that majority of our stockholders voting at the Annual

Meeting favor the CRPTF proposal

Conclusion After careful consideration of the CRPTF proposal the Nominating and Board Gover

nance Committee and the Board have determined that retention of the classified structure of the Board is in

the best interest of the Company and the stockholders

Required Vote

The approval of the CRPTF proposal requires the affirmative vote of majority in voting interest of the

stockholders present in person or by proxy and voting thereon Abstentions and if applicable broker non-

votes are not counted as votes FOR or AGAINST the stockholder proposal

STOCKHOLDER PROPOSAL NO

The Company expects the following stockholder proposal to be presented for consideration at the

Annual Meeting The proposal quoted below and the Supporting Statement quoted below were submitted by

FC Management Ltd 265 Franklin Street 16th floor Boston MA 02110 which owned 2350 shares of

Common Stock as of January 2010 The Board unanimously recommends that you vote AGAINST the

proposal
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Supply Chain Reporting Resolution

2010 Abercrombie Fitch Co

Whereas Over the past decade reports of human rights violations in the overseas subsidiaries and

suppliers of some US companies have exposed important labor challenges in the supply chain

According to its 2009 annual report our company imports goods from approximately 210 vendors

primarily in Asia and Central and South America Due to weaker regulation in those regions.our company

could be exposed to risks from suppliers that may violate widely recognized international labor standards

Violations could threaten effective supply chain management and security of supply. They might also harm

our companys reputation damage brand value or result in costly litigation

In 2002 Abercrombie Fitch Co and several other US companies settled lawsuit brought by workers

in the Northern Mariana Islands who alleged they were mistreated while they worked for our companys

vendors

Similar future lapses in supply chain management could damage our companys corporate image and

could have negative impact on shareholder value Risks could also arise in the supply chain for commodities

like cotton Recently several apparel companies have faced private pressure and public scrutiny from

governments the
press

and trade unions over cotton their suppliers purchase from Uzbekistan where

coercive child labor is reportedly employed in the harvest

As investors we believe it is prudent for our company to manage such risks by asking vendors to raise

labor standards growing number of companies have adopted codes of conduct for suppliers addressing

such issues as child labor forced labor and freedom of association credible compliance program includes

public vendor code of conduct effective monitoring strategy to improve supplier standards transparent

verification process and regular public reporting of
progress

Our company has indicated that it has vendor compliance program but it has chosen not to report

publicly on the matter

Resolved Shareholders request the Board of Directors to

Adopt and disclose code of vendor conduct based on the ILO standards

Establish an independent monitoring process that assesses adherence to these standards and

Prepare an annual report at reasonable cost omitting proprietary information on adherence to

the supplier code the first such report to be completed by October 2010

Supporting Statement

All workers have the right to form and join trade unions and to bargain collectively ILO

Conventions 87 and 98

Worker representatives shall not be the subject of discrimination and shall have access to all

workplaces necessary to enable them to cany out their representation functions ILO Convention 135

There shall be no discrimination or intimidation in employment Equality of opportunity and

treatment shall be provided regardless of race color sex religion political opinion age nationality

social origin or other distinguishing characteristics ILO Convention 100 and 111

Employment shall be freely chosen There shall be no use of force including bonded or prison

labor ILO Convention 29 and 105

There shall be no use of child labor ILO Convention 138 and 182
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The Companys Response

AFTER CAREFUL CONSIDERATION THE BOARD OF DIRECTORS UNANIMOUSLY

RECOMMENDS THAT YOU VOTE AGAINST THIS STOCKHOLDER PROPOSAL FOR
THE FOLLOWING REASONS

For nearly decade the Company has had in place code of conduct applicable to vendors the Vendor

Code The Vendor Code is policy that covers vendor standards and relationships with the Company and it

incorporates substantially all of the conventions of the International Labour Organization of the United

Nations ILO cited by FC Further FCis well aware that the Company has an existing comprehensive

corporate policy regarding human and labor rights as well as compliance audit system and FChas known

this since at least December 2007

Information about our Vendor Code is available ob our website and we have directed FCthere so FC
could understand that the Company already had in place Vendor Code which met in every substantial area

the requirements FC was proposing

The Companys Vendor Code has been part of the Companys core values even before being adopted as

formal policy In addition when all public companies were required to publish their codes of conduct

pursuant to the requirements of the Sarbanes-Oxley Act of 2002 the Company included reference to its

Vendor Code within its Code of Business Conduct and Ethics Code of Ethics Every one of the directors

officers and associates of the Company and its operating subsidiaries is bound by this Code of Ethics and they

must certify that they both understand the Code of Ethics and will abide by it on an annual basis Further

management associates are required at least annually to affirm to the best of their knowledge that they have

complied with the Code of Ethics have no knowledge of any violation of the Code of Ethics not previously

reported and have not been requested to engage in any activity in violation of the Code of Ethics

Every vendor that enters into the Companys Master Vendor Agreement receives the Vendor Code and

by executing the Master Vendor Agreement each such vendor certifies to the Company that such vendor will

maintain compliance with the Vendor Code at all times while doing business with the Company The

Company conducts periodic audits typically annually of each vendors compliance with the Vendor Code

More information on the Vendor Code can be found by visiting the Companys website at www.aber

crombie.com On the front page is the wording AFCARES Clicking on these words is link that leads to

webpage that deals with the Companys policies on Diversity and Inclusion Human Rights

Philanthropy and Sustainability It only takes three quick clicks to find the following on the Companys

website

OUR COMMiTMENT

Abercrombie Fitch is proud of our commitment to international human and labor rights and to

ensuring that our products are only made in safe and responsible facilities We partner with suppliers who

respect local laws and share our dedication to utilizing the best practices in human rights labor rights and

workplace safety Abercrombie Fitch believes that business should only be conducted with honesty and

respect
for the dignity and rights of all people

On that same webpage is the following

CODE OF CONDUCT

Abercrombie Fitch uses third party auditors to regularly audit the factories in our supply chain We

partner with our factories to seek continuous improvement and complete transparency Our primary goal is to
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ensure that the factories we work with are complying with local laws as well as meeting our code of conduct

standards which govern

Child Labor

Abercrombie will not tolerate the use of child labor by its vendors Child labor is defmed as the

employment of persons younger than the age
of 14 the local legal minimum working age or the local legal

age for compulsory education whichever is higher i.e employees under legal age

Involuntary Forced Labor

Abercrombie will not tolerate the use of convict indentured slave bonded or other forced involuntary

labor either directly or indirectly by its vendor or by any subcontractors utilized by its vendors

Harassment or Abuse

Vendors shall treat each of their employees with respect
and dignity Noneof Abercrombies vendors

employees shall be subject to any physical sexual psychological or verbal harassment or abuse

Cqmpensation

Wages and benefits must be in conformity with the minimum wage prescribed by local law or the

prevailing local industry wage or whichever is higher Workers must be provided with benefits and overtime

compensation that conform to the better of applicable local law or prevailing local industry standards

Age Documents Hours

Vendors must have documentation proving employees age and restrict working hours for juveniles and

pregnant women as prescribed by local law

Non-Discrimination

Vendors must employ workers on the basis of their ability to perform the requisite tasks and not on the

basis of their personal characteristics or beliefs

Laws and Workplace Regulations

Vendors workplace policy must adhere to all local laws and Abercrombies cede of conduct

Freedom of Association

Vendors must recognize and respect
the legal rights of employees to free association Vendors must not

threaten penalize restrict or interfere with employees lawful efforts to organize orjoin associations of their

choosing

Health and Safety

Vendors must provide workers with safe clean and healthy working environment living and eating

facilities where applicable which comply with all relevant local laws and regulations

Hours of Work/Overtime

Employee work hours must be reasonable and in compliance with local laws and standards with no

regularly-scheduled work weeks in excess of 60 hours or lower if prescribed by local law or local industry

standards

In addition to our factory auditing programs we continue to seek sustainable change and positive

results by working with local organizations and other brands such as

Better Work BW collaboration of local organizations factories and international buyers

empowering factories to become more competitive by improving labor standards thus increasing
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quality
and productivity in Cambodia and Vietnam Abercrombie Fitch started working with BW

in 2007 Learn more at www.betterwork.org

Business for Social Responsibility BSR Works with 250 member companies to develop sus

tainable business strategies and solutions through research collaboration and consulting Abercrom

bie Fitch has been member of BSR since 1998 Learn more at www.bsr.org

Collaboration We share human rights information with other brands to reduce duplication of efforts

in shared factories save money and time and seek positive change by leveraging combined resources

Abercrombie Fitch started collaborating with other brands in 2007

Remediation Internal program working with select high risk factories in China to remediate

serious human rights violations Abercrombie Fitch started this program in 2006

In fts proposal FC has also requested report that omits any propnetary information

As indicated above the Company does conduct periodic audits of each vendors adherence to the

Companys Vendor Code and reports on such compliance both individually and in the aggregate to the

Companys senior management The results of such audits are proprietary and for internal use only

Accordingly the Company does not publish this information based on its being proprietary both to the

Company and to the applicable vendor Further given that the resolutions in the proposal specifically allow

the Company to exclude proprietary information from any report and have no requirement that the Company

publish or make public any such report the Company believes the proposal has alieady been completely

implemented

Management of the Company as part of its ordinary day-to-day business determines the appropriate

policies and procedures to be followed in conducting business in the U.S and foreign countries including

decisions regarding the Companys relationships with its vendors and the risk management associated

therewith The proposal seeks to micro-manage the Company and management by indicating that the

Company must only use very specific standards e.g the ILO standards thereby limiting other strategies or

standards that management deems appropriate Such micro-management is not permissible

The relationship between the Company and its vendors and the type of code needed to deal with that

relationship is an inherently complex task requiring significant research and analysis The Companys

Vender Code must deal with relationships both domestically as well as internationally in each country in

which the Company does business The Companys Vendor Code takes into consideration the operational

fmancial tax accounting human resources and treasury aspects of each relationship as well as other business

considerations on real-time continually changing basis The expertise of the members of the Companys

management makes them the best most informed decision-makers for such day-to-day decisions involving

the Companys vendors

Conclusion After careful consideration of the proposal by FC the Board has determined that the

Company has adequately addressed the matters raised in the FCproposal and for the foregoing reasons the

Board unanimously believes that the FC proposal is not in the best interests of the Company or its

stockholders and recommends that you vote AGAINST Proposal No

Required Vote

The approval
of the stockholder proposal by FC requires the affirmative vote of majority in voting

interest of the stockholders present in person or by proxy and voting thereon Abstentions and if applicable

broker non-votes are not counted as votes FOR or AGAINST the stockholder proposal
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STOCKHOLDER PROPOSALS FOR 2011 ANNUAL MEETING OF STOCKHOLDERS

Stockholders of the Company seeking to bring business before the 2011 annual meeting of stockholders

or to nominate candidates for election as directors at that annual meeting must provide timely notice thereof

in writing The Companys Amended and Restated Bylaws specify certain requirements that must be

complied with in order for stockholders notice to be in proper
written form Under the Companys

Amended and Restated Bylaws to be timely stockholders notice must be delivered to or mailed and

received at the principal executive offices of the Company no later than January 10 2011 nor earlier than

December 11 2010 The requirements applicable to nominations are described above in the section captioned

ELECTION OF DIRECTORS Director Nominations Under Rule 14a-8 under the Exchange Act to

be timely stockholders proposal must be received at the Companys principal executive offices no later

than the close of business on January 10 2011

Proposals by stockholders intended to be presented at the 2011 annual meeting of stockholders should be

mailed to Abercrombie Fitch Co 6301 Fitch Path New Albany Ohio 43054 Attention Secretary

DELIVERY OF PROXY MATERIALS TO HOUSEHOLDS

Oniy one copy of this Proxy Statement and one copy of our Annual Report on Form 10-K for Fiscal 2009

are being delivered to multiple registered stockholders who share an address unless the Company has received

contrary instructions from one or more of the stockholders separate form of proxy and separate
notice of

the Annual Meeting are being included for each account at the shared address

Registered stockholders who share an address and would like to receive separate copy of our Annual

Report on Form 10-K for Fiscal 2009 and/or separate copy of this Proxy Statement or have questions

regarding the householding process may contact the Companys transfer agent American Stock Transfer

Trust Company LLC by calling 1-800-937-5449 or by forwarding written request addressed to American

Stock Transfer Trust Company LLC 6201 15th Avenue Brooklyn New York 11219 Promptly upon

request separate copy of our Annual Report on Form 10-K for Fiscal 2009 and/or separate copy of this

Proxy Statement will be sent By contacting American Stock Transfer Trust Company LLC registered

stockholders sharing an address can also notify the Company that the registered stockholders wish to

receive separate annual reports to stockholders proxy statements and/or Notices of Internet Availability of

Proxy Materials as applicable in the future or ii request delivery of single copy of annual reports to

stockholders proxy statements and/or Notices of Internet Availability of Proxy Materials as applicable in the

future if registered stockholders at the shared address are receiving multiple copies

Many broker/dealers financial institutions and other holders of record have also instituted house-

holding delivery of one copy of materials to multiple stockholders who share an address If your family has

one or more street name accounts under which you beneficially own shares of Common Stock you may

have received householding information from your broker/dealer fmancial institution or other nominee in the

past Please contact the holder of record directly if you have questions require additional copies of this Proxy

Statement or our Annual Report on Form 10-K for Fiscal 2009 or wish to revoke your decision to household

and thereby receive multiple copies You should also contact the holder of record if you wish to institute

householding

OTHER MATTERS

As of the date of this Proxy Statement the Board knows of no matter that will be presented for action by

the stockholders at the Annual Meeting other than those discussed in this Proxy Statement If any other matter

requiring vote of the stockholders properly comes before the Annual Meeting the individuals acting under
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the proxies solicited by the Board will vote and act according to their best judgment to the extent pennitted

under applicable law

It is important that your form of proxy be submitted promptly If you do not expect to attend the Annual

Meeting in person please complete date sign and return the accompanying form of proxy in the self-

addressed envelope furnished herewith or vote through the Internet or by telephone in accordance with the

instructions on the accompanying form of proxy

By Order of the Board of Directors

Michael Jeifries

Chairman and Chief Executive Officer
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Appendix

ABERCROMBIE FITCH Co
2010 LONG-TERM INCENTiVE PLAN

Purpose The purpose of this 2010 Long-Term Incentive Plan the Plan is to aid Abercrombie

Fitch Co Delaware corporation together with its successors and assigns the Company in attracting

retaining motivating and rewarding certain employees and non-employee directors of the Company or its

-subsidiaries or affiliates to provide for equitable and competitive compensation opportunities to recognize

individual contributions and reward achievement of Company goals and to promote the creation of long-term

value for stockholders by closely aligning the interests of Participants with those of stockholders The Plan

authorizes stock-based incentives for Participants

Definitions In addition to- the terms defined in Section above and elsewhere in the Plan the

following capitalized terms used in the Plan have the respective meanings set forth in this Section

2005 LTIP means the Companys 2005 Long-Term Incentive Plan

2005 LTIP Award means an award granted to an Eligible Person prior to the Effective Date

pursuant to the 2005 LTIP that remains outstanding as of the Effective Date

2007 LTIP means the Companys 2007 Long-Term Incentive Plan

2007 LTIP Award means an award granted to an Eligible Person prior to the Effective Date

pursuant to the 2007 LTIP that remains outstanding as of the Effective Date For the avoidance of doubt

awards granted to Michael Jeffries under the 2007 LTIP shall not be considered 2007 LTIP Awards for

any purpose
under this Plan

Annual Limit shall have the meaning specified in Section 5b
Award means any Option SAR Restricted Stock or Restricted Stock Unit together with any

related right or interest granted to Participant under the Plan

Beneficiary means the legal representatives of the Participants estate entitled by will or the

laws of descent and distribution to receive the benefits under Participants Award upon Participants

death provided that if and to the extent authorized by the Committee Participant may be permitted to

designate Beneficiary in which case the Beneficiary instead will be the person persons trust or

trusts if any are then surviving which have been designated by the Participant in his or her most recent

written and duly-filed beneficiary designation to receive the benefits specified under the Participants

Award upon such Participants death

Board means the Companys Board of Directors

Change qf Control has the meanings specified in Section

Code means the Internal Revenue Code of 1986 as amended References to any provision of

the Code or regulation thereunder shall include any successor provisions and regulations and reference

to regulations includes any applicable guidance or pronouncement of the Department of the Treasury

and Internal Revenue Service

Committee means the Compensation Committee of the Board the composition and gov

ernance of which is established in the Committees Charter as approved from time to time by the Board

and subject to Section 303A.05 of the Listed Company Manual of the New York Stock Exchange and

other corporate governance documents of the Company No action of the Committee shall be void or

deemed to be without authority due to the failure of any member at the time the action was taken to meet
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any qualification standard set forth in the Committee Charter or the Plan The full Board may perform

any function of the Committee hereunder except to the extent limited under Section 303A.05 of the

Listed Company Manual in which case the term Committee shall refer to the Board

Covered Employee means an Eligible Person who is Covered Employee as specified in

Section 11j

Effective Date means the effective date specified in Section 11q

Eligible Person has the meaning specified in Section provided that Michael Jeifries

shall not be considered an Eligible Person for any purposes under the Plan and is specifically excluded

from receiving or participating in Awards granted under the Plan

Exchange Act means the Securities Exchange Act of 1934 as amended References to any

provision of the Exchange Act or rule mcludmg proposed rule thereunder shall include any successor

provisions and rules

Fair Market Value means the fair market value of Stock Awards or other property as

determined in good faith by the Committee or under procedures established by the Committee Unless

otherwise determined by the Committee the Fair Market Value of Stock shall be the closing price per

share of Stock reported on consolidated basis for securities listed on the principal stock exchange or

market on which Stock is traded on the day as of which such value is being determined or if there is no

closing price on that day then the closing price on the last previous day on which closing price was

reported

Incentive Stock Option or ISO means any Option designated as an incentive stock option

within the meaning of Code Section 422 and qualifying thereunder

Option means right granted under the Plan to purchase Stock

Participant means person
who has been granted an Award under the Plan which remains

outstanding including person
who is no longer an Eligible Person

Restricted Stock means Stock granted under the Plan which is subject to certain restrictions

and to risk of forfeiture

Restricted Stock Unit or RSU means right granted under the Plan to receive Stock cash

or other Awards or combination thereof at the end of specified deferral period

Retirement means unless otherwise stated by the Committee or the Board in an applicable

Award agreement Participants voluntary termination of employment with the approval of the Board

after achieving 65 years of age

Rule 16b-3 means Rule 16b-3 as from time to time in effect and applicable to Participants

promulgated by the Securities and Exchange Commission under Section 16 of the Exchange Act

Share Pool has the meaning specified in Section

Stock means the Companys Class Common Stock par value $0.01 per share and any

other equity securities of the Company or other issuer that may be substituted or resubstituted for Stock

pursuant to Section 11c

Stock Appreciation Rights or SAR means right granted to Participant under

Section 6c
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Administration

Authority of the Committee The Plan shall be administered by the Committee which shall have

full and fmal authority in each case subject to and consistent with the provisions of the Plan to select Eligible

Persons to become Participants to grant Awards to determine the type and number of Awards the dates on

which Awards may be exercised and on which the risk of forfeiture shall lapse or terminate the acceleration of

any such dates the expiration date of any Award whether to what extent and under what circumstances an

Award may be settled or the exercise price of an Award may be paid in cash Stock other Awards or other

property and other terms and conditions of and all other matters relating to Awards to prescribe documents

evidencing or setting terms of Awards such Award documents need not be identical for each Participant

amendments thereto and rules and regulations for the administration of the Plan and amendments thereto

including outstanding Awards to construe and interpret the Plan and Award documents and correct defects

supply omissions or reconcile inconsistencies therein and tomake all other decisions and deierminationsas

the Committee may deem necessary or advisable for the administration of the Plan Decisions of the

Committee with respect to the administration and interpretation of the Plan shall be fmal conclusive and

binding upon all persons interested in the Plan including Participants Beneficiaries transferees wider

Section 11b and other persons claiming rights from or through Participant and stockholders

Manner ot Exercise 01 Committee Authority The express grant of any specific power to the

Committee and the taking of any action by the Committee shall not be construed as limiting any power or

authority of the Committee The Committee may act through subcommittees including for purposes
of

perfecting exemptions under Rule 16b-3 or qualifying Awards under Code Section 162m as performance-

based compensation in which case the subcommittee shall be subject to and have authority under the charter

applicable to the Committee and the acts of the subcommittee shall be deemed to be acts of the Committee

hereunder The Committee may delegate the administration of the Plan to one or more officers or employees

of the Company and such administrators may have the authority to execute and distribute Award

agreements or other documents evidencing or relating to Awards granted by the Committee under this Plan

to maintain records relating to Awards to process or oversee the issuance of Stock under Awards to interpret

and administer the terms of Awards and to take such other actions as may be necessary or appropriate for the

administration of the Plan and of Awards under the Plan provided that in no case shall any such administrator

be authorized to grant Awards under the Plan ii to take any action that would result in the loss of an

exemption under Rule 16b-3 for Awards granted to or held by Participants who at the time are subject to

Section 16 of the Exchange Act in respect of the Company or that would cause Awards intended to qualify as

performance-based compensation under Code Section 162m to fail to so qualify iii to take any action

inconsistent with Section 157 and other applicable provisions of the Delaware General Corporation Law or

iv to make any
determination required to be made by the Committee under the New York Stock Exchange

corporate governance
standards applicable to listed company compensation committees currently

Rule 303A.05 Any action by any such administrator within the scope of its delegation shall be deemed

for all purposes to have been taken by the Committee and except as otherwise specifically provided

references in this Plan to the Committee shall include any such administrator The Committee established

pursuant to Section 3a and to the extent it so provides any subcommittee shall have sole authority to

determine whether to review any actions and/or interpretations of any such administrator and if the

Committee shall decide to conduct such review any
such actions and/or interpretations of any such

administrator shall be subject to approval disapproval or modification by the Committee

Limitation of Liability The Committee and each member thereof and any person acting pursuant

to authority delegated by the Committee shall be entitled in good faith to rely or act upon any report or other

information furnished by any executive officer other officer or employee of the Company or subsidiary or
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affiliate the Companys independent auditors consultants or any other agents assisting in the administration

of the Plan Members of the Committee any person acting pursuant to authority delegated by the Committee

and any officer or employee of the Company or subsidiary or affiliate acting at the direction or on behalf of

the Committee or delegee shall not be personally liable for
any

action or determination taken or made in

good faith with respect to the Plan and shall to the extent permitted by law be fully indemnified and

protected by the Company with respect to any
such action or determination

Stock Subject to Plan

Overall Number of Shares Available for Delivery The total number of shares of Stock reserved and

available for delivery in connection with Awards under the Plan shall be 3570000 the Share Pool Any

shares of Stock issued pursuant to Options or Stock Appreciation Rights shall be counted against the Share

Pool on- -a one-for-one- basis and any- shares -issued- pursuant to Awards other than Optiois or Stock

Appreciation Rights shall be counted against the Share Pool as two shares for every one share issued

pursuant to such Award Subject to limitations provided in Section 6biv up to 3570000 shares may be

granted as ISOs-under-the Plan The total-number of shares available is subject to adjustment as provided in

Section 11c Any shares of Stock delivered hereunder shall consist of authorized and unissued shares or

treasury shares

2005 and 2007 LTIP Awards Notwithstanding anything herein to the contrary to the extent the

Company determines that it is unable to settle one or more 2005 LTIP Awards or 2007 LTIP Awards with the

issuance of shares of Stock under the 2005 LTIP or 2007 LTlP as applicable such 2005 LTIP Awards and/or

2007 LTIP Awards may be settled by the issuance of shares of Stock from the Share Pool under this Plan Any

shares of Stock issued under this Section 4b pursuant to options or stock appreciation rights granted under

the 2005 LTIP or 2007 LTIP shall be counted against the Share Pool on one-for-one basis and any shares

issued under this Section 4b pursuant to 2005 LTIPAwards or 2007 LTIP Awards other than options or stock

appreciation rights shall be counted against the Share Pool as two shares for every one share issued pursuant to

such Award

Share Counting Rules The Committee may adopt reasonable counting procedures to ensure

appropriate counting avoid double counting as for example in the case of tandem or substitute awards and

make adjustments in accordance with this Section 4c To the extent that an Award under the Plan expires is

canceled forfeited settled in cash or otherwise terminated without delivery of shares to the Participant the

shares retained by or returned to the Company will be available for future grants
under the Plan In addition in

the case of any Award granted in assumption of or in substitution for an award of company or business

acquired by the Company or subsidiary or affiliate or with which the Company or subsidiary or affiliate

combines shares issued or issuable in connection with such substitute Award shall not be counted against the

Share Pool Notwithstanding the foregoing shares subject to an Award may not again be made available for

issuance under the Plan if such shares are shares that were subject to stock-settled Stock Appreciation

Right granted under this Plan and were not issued upon the net settlement or net exercise of such Stock

Appreciation Right iishares delivered to or withheld by the Company to pay the exercise price of an Option

iii shares delivered to or withheld by the Company to pay the withholding taxes related to an Award or

iv shares repurchased on the open market with the proceeds of an Option exercise Any shares that again

become available for grant pursuant to this Section 4c shall be added back to the Share Pool as one share if

such shares were subject to Options or Stock Appreciation Rights and as two shares if such shares were

subject to Awards other than Options or Stock Appreciation Rights
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Eligibility Per-Person Award Limitations

Eligibility Awards may be granted under the Plan only to Eligible Persons For purposes
of the

Plan an Eligible Person means an employee of the Company or any subsidiary or affiliate other than

Michael Jeifries including any person who has been offered employment by the Company or subsidiary

or affiliate provided
that such prospective employee may not receive any payment or exercise any right

relating to an Award until such person has commenced employment with the Company or subsidiary or

affiliate and ii any non-employee directors of the Company or any subsidiary or affiliate An employee on

leave of absence may be considered as still in the employ of the Company or subsidiary or affiliate for

purposes
of eligibility for participation in the Plan if so determined by the Committee For purposes of the

Plan joint venture in which the Company or subsidiary has substantial direct or indirect equity

investment shall be deemed an affiliate if so determined by the Committee Holders of awards granted by

company or busintss acquired by the Company or subsidiary or affiliate or with which the Company or

subsidiary or affiliate combines who will become Eligible Perons are eligible for grants of substitute awards

granted in assumption of or in substitution for such outstanding awards previously granted under the Plan in

connection with such acquisition or combination transaction if so determined by the Committee

Per-Person Award Limitations In each calendar year during any part of which the Plan is in effect

an Eligible Person may be granted Awards under each of Section 6b 6c 6d or 6e relating to up to his or

her Annual Limit such Annual Limit to apply separately to the type of Award authorized under each specified

subsection Participants Annual Limit in any fiscal year during any part of which the Participant is then

eligible under the Plan shall equal two million 2000000 shares plus the amount of the Participants unused

Annual Limit relating to the same type
of Award as of the close of the previous fiscal year subject to

adjustment as provided in Section 11c

Limits on Non-Employee Director Awards Non-employee directors may be granted any type
of

Award under the Plan but non-employee director may be granted Awards relating to no more than

10000 shares annually subject to adjustment as provided in Section 11c Such annual limit shall not include

any Awards granted in lieu of other forms of director compensation at the election of the director

Specific Terms of Awards

General Awards may be granted on the terms and conditions set forth in this Section In

addition the Committee may impose on any Award or the exercise thereof at the date of grant or thereafter

subject to Sections 11e and 11k such additional terms and conditions not inconsistent with the

provisions of the Plan as the Committee shall determine including terms requiring forfeiture of Awards in the

event of termination of employment or service by the Participant and terms permitting Participant to make

elections relating to his or her Award The Committee shall retain full power and discretion with respect to any

term or condition of an Award that is not mandatory under the Plan subject to Section 11k The Committee

shall require the payment of lawful consideration for an Award to the extent necessary to satisfy the

requirements of the Delaware General Corporation Law and may otherwise require payment of consideration

for an Award except as limited by the Plan

Options The Committee is authorized to grant Options to Participants on the following terms and

conditions

Exercise Price The exercise price per
share of Stock purchasable under an Option including

both ISOs and non-qualified Options shall be determined by the Committee provided that notwith

standing anything contained herein to the contrary
such exercise price shall be fixed as of the grant

date and not less than the Fair Market Value of share of Stock on the grant date Notwithstanding
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the foregoing any substitute award granted in assumption of or in substitution for an outstanding award

granted by company or business acquired by the Company or subsidiary or affiliate or with which the

Company or subsidiary or affiliate combines may be granted with an exercise price per share of Stock

other than as required above

ii No Repricing Without the approval of the stockholders of the Company the Committee will

not amend or replace previously-granted Options in transaction that constitutes repricing as such

term is used in Section 303A.08 of the Listed Company Manual of the New York Stock Exchange

iii Option Term Time andMethod of Exercise The Committee shall determine the term of each

Option provided that in no event shall the term of any Option exceed period of ten years from the date

of grant The Committee shall determine the time or times at which or the circumstances under which an

Option may be exercised in whole or in part provided that notwithstanding anything contained herein to

the contrary the sole and exclusive basis for determining both the vesting and exercisability of an option

will be the passage tf apific period of tiffi or the occurrence or non-occurrence ofcertain specific

performance related or non-performance related events e.g death disability termination of employ

ment and Change of Control In addition the Committee shall determine the methods by which such

exercise price may be paid or deemed to be paid and the form of such payment subject to Sections 11k
and 111 including without limitation cash Stock including by withholding Stock deliverable upon

exercise other Awards or awards granted under other plans of the Company or any subsidiary or

affiliate or other property including through broker-assisted cashless exercise arrangements to the

extent permitted by applicable law and the methods by or forms in which Stock will be delivered or

deemed to be delivered in satisfaction of Options to Participants

iv JSOs Notwithstanding anything to the contrary in this Section in the case of the grant of an

Option intending to qualify as an ISO if the Participant owns stock possessing more than 10 percent

of the combined voting power of all classes of stock of the Company 10% Stockholder the

purchase price of such Option must be at least 110 percent of the fair market value of the Common Stock

on the date of grant and the Option must expire within period of not more than five years from the

date of grant and ii termination of employment will occur when the person to whom an Award was

granted ceases to be an employee as determined in accordance with Section 3401c of the Code and the

regulations promulgated thereunder of the Company and its subsidiaries Notwithstanding anything in

this Section to the contrary Options designated as ISOs shall not be eligible for treatment under the

Code as ISOs to the extent that either iii the aggregate fair market value of shares of Common Stock

determined as of the time of grant with respect to which such Options are exercisable for the first time

by the Participant during any calendar
year under all plans of the Company and any Subsidiary exceeds

$100000 taking Options into account in the order in which they were granted or iv such Options

otherwise remain exercisable but are not exercised within three months of termination of employ
ment or such other period of time provided in Section 422 of the Code

Stock Appreciation Rights The Committee is authorized to grant SARs to Participants on the

following terms and conditions

Right to Payment An SAR shall confer on the Participant to whom it is granted right to

receive upon exercise thereof shares of Stock having value equal to the excess of the Fair Market

Value of one share of Stock on the date of exercise or in the case of Limited SAR the Fair Market

Value determined by reference to the Change of Control Price as defmed under the applicable award

agreement over the exercise or settlement price of the SAR as determined by the Committee Stock

Appreciation Rights may be granted to Participants from time to time either in tandem with or as
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component of other Awards granted under the Plan tandem SARs or not in conjunction with other

Awards freestanding SARs and may but need not relate to specific Option granted under

Section 6b The
per

share price for exercise or settlement of SARs including both tandem SARs

and freestanding SARs shall be determined by the Committee but in the case of SARs that are granted

in tandem to an Option shall not be less than the exercise price of the Option and in the case of

freestanding SARs shall be fixed as of the grant date and not less than the Fair Market Value of

share of Stock on the grant date

ii No Repricing Without the approval of the stockholders of the Company the Committee will

not amend or replace previously-granted SARs in transaction that constitutes repricing as such

term is used in Section 303A.08 of the Listed Company Manual of the New York Stock Exchange

iii Other Terms The Committee shall determine the term of each SAR provided that in no

event shall the term of an SAR exceed period of ten years from the date of grant The Committee shall

determine at the date of grant or thereafter the time or times at which and the circumstances under which

SAR may be exercised in whole or in part including based on future service requirements the method

of exercise method of settlement method by or forms in which Stock will be delivered ordeemed to be

delivered to Participants and whether or not SAR shall be free-standing or in tandem or combination

with any other Award Limited SARs that may only be exercised in connection with Change of Control

or termination of service following Change of Control as specified by the Committee may be granted

on such terms not inconsistent with this Section 6c as the Committee may determine The Committee

may require that an outstanding Option be exchanged for an SAR exercisable for Stock having vesting

expiration and other terms substantially the same as the Option so long as such exchange will not result

in additional accounting expense to the Company

Restricted Stock The Committee is authorized to grant Restricted Stock to Participants on the

following terms and conditiLons

Grant and Restrictions Subject to Section 6dii Restricted Stock shall be subject to such

restrictions on transferability risk of forfeiture and other restrictions if any as the Conmiittee may

impose which restrictions may lapse separately or in combination at such times under such circum

stances including based on achievement of performance conditions and/or future service requirements

in such installments or otherwise and under such other circumstances as the Committee may determine

at the date of grant or thereafter Except to the extent restricted under the terms of the Plan and any Award

document relating to the Restricted Stock Participant granted Restricted Stock shall have all of the

rights of stockholder including the right to vote the Restricted Stock and the right to receive dividends

thereon subject to any mandatoiy reinvestment or other requirement imposed by the Committee Upon

any forfeiture of Restricted Stock Participant shall cease to have any rights of stockholder and shall

return any certificates representing such Restricted Stock to the Company

ii Limitation on Vesting The grant issuance retention vesting and/or settlement of Restricted

Stock shall occur at such time and in such installments as determined by the Committee or under criteria

established by the Committee Subject to Section 10 the Committee shall have the right to make the

timing of the grant and/or the issuance ability to retain vesting and/or settlement of Restricted Stock

subject to continued employment passage of time and/or such performance conditions as deemed

appropriate by the Committee provided that the grant issuance retention vesting and/or settlement of

Restricted Stock Award that is based in whole or in part on performance conditions and/or the level of

achievement versus such performance conditions shall be subject to performance period of not less

than one year and any Award based solely upon continued employment or the passage of time shall vest
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over period not less than three years from the date the Award is made provided that such vesting may

occur ratably over the three-year period The foregoing minimum vesting conditions need not apply

in the case of the death disability or Retirement of the Participant or tennination in connection with

Change of Control and with respect to up to an aggregate of 5% of the shares of Stock authorized

under the Plan which may be granted or regranted upon forfeiture as Restricted Stock or RSUs without

regard to such minimum vesting requirements

iii Certificates for Stock Restricted Stocl granted under the Plan may be evidenced in such

manner as the Committee shall determine If certificates representing Restricted Stock are registered in

the name of the Participant the Committee may require that such certificates bear an appropriate legend

referring to the terms conditions and restrictions applicable to such Restricted Stock that the Company

retain physical possession of the certificates and that the Participant deliver stock power to the

Company endorsed in blank relating to the Restricted Stock

iv DividØæds and Sj5 lits As condition to the grant of an Award of Restricted Stock the

Committee may require that any dividends paid on share of Restricted Stock shall be either paid

with respect to such Restricted Stock at the dividend payment date in cash in kind or in number of

shares of unrestricted Stock having Fair Market Value equal to the amount of such dividends or

automatically reinvested in additional Restricted Stock or held in kind which shall be subject to the

same terms as applied to the original Restricted Stock to which it relates Unless otherwise determined

by the Committee Stock distributed in connection with Stock split or Stock dividend and other

property distributed as dividend shall be subject to restrictions and risk of forfeiture to the same

extent as the Restricted Stock with respect to which such Stock or other property
has been distributed

Restricted Stock Units The Committee is authorized to grant RSUs to Participants subject to the

following terms and conditions

Award and Restrictions Subject to Section 6eii RSUs shall be subject to such restrictions

on transferability risk of forfeiture and other restrictions if any as the Committee may impose which

restrictions may lapse separately or in combination at such times under such circumstances including

based on achievement of performance conditions and/or future service requirements in such install

ments or otherwise and under such other circumstances as the Committee may determine at the date of

grant or thereafter Participant granted RSUs shall not have any of the rights of stockholder

including the right to vote until Stock shall have been issued in the Participants name pursuant to the

RSUs except
that the Committee may provide for dividend equivalents pursuant to Section 6eiii

below

ii Limitation on Vesting The grant issuance retention vesting and/or settlement of RSUs shall

occur at such time and in such installments as determined by the Committee or under criteria established

by the Committee Subject to Section 10 the Committee shall have the right to make the timing of the

grant and/or the issuance ability to retain vesting and/or settlement of RSUs subject to continued

employment passage of time and/or such performance conditions as deemed appropriate by the

Committee provided that the grant issuance retention vesting and/or settlement of an RSU that is

based in whole or in part on performance conditions and/or the level of achievement versus such

performance conditions shall be subject to performance period of not less than one year and any Award

based solely upon continued employment or the passage
of time shall vest over period not less than

three
years

from the date the Award is made provided that such vesting may occur ratably over the three-

year period The foregoing minimum vesting conditions need not apply in the case of the death

disability or Retirement of the Participant or termination in connection with Change of Control and
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with respect to up to an aggregate of 5% of the shares of Stock authorized under the Plan which may

be granted or regranted upon forfeiture as Restricted Stock or RSUs without regard to such minimum

vesting requirements

iii Dividend Equivalents Unless otherwise determined by the Committee dividend equiva

lents on the specified number of shares of Stock covered by an Award of RSUs shall be either paid

with respect to such RSUs at the dividend payment date in cash or in shares of unrestricted Stock having

Fair Market Value equal to the amount of such dividends or deferred with respect to such RSUs

either as cash deferral or with the amount or value thereof automatically deemed reinvested in

additional RSUs other Awards or other investment vehicles having Fair Market Value equal to the

amount of such dividends as the Committee shall determine or permit Participant to elect

Performance-Based Thmpensation

Performance Goals Generally If the Committee specifies that any Restricted Stock or RSU Award

is intended to qualify as performance-based compensation for purposes of Cede Section 162m the grant

issuance vesting and/or settlement of such Award shall be contingent upon achievement of preestablished

performance gOal and other terms set forth in this Section The performance goal for such Awards shall

consist of one or more business criteria and the level or levels of performance with respect to each of such

criteria as specified by the Committee consistent with this Section The performance goal shall be an

objective business criteria enumerated under Section 7c and shall otherwise meet the requirements of Code

Section 162m and regulations thereunder including the requirement that the level or levels of performance

targeted by the Committee result in the achievement of performance goals being substantially uncertain

Performance goals may differ for Awards granted to any one Participant or to different Participants

Timing for Establishing Performance Conditions performance goal shall be established not

later than the earlier of 90 days after the beginning of any performance period applicable to such

performance-based Award or the time 25% of such performance period has elapsed

Business Criteria For purposes
of this Plan performance goal shall mean any one or more of

the following business criteria either individually alternatively or in any combination applied to either the

Company as whole or to business unit or subsidiary either individually alternatively or in any

combination and measured either annually or cumulatively over period of years on an absolute basis

or relative to pre-established target to previous years results or to designated comparison group in each

case as specified by the Committee

gross sales net sales or comparable store sales

gross margin cost of goods sold mark-ups or mark-downs

selling general and administrative expenses

operating income earnings from operations earnings before or after taxes earnings before or

after interest depreciation amortization or extraordinary or special items

net income from continuing operations or net income from continuing operations per
share of

Common Stock basic or diluted

net income or net income
per

share of Common Stock basic or diluted

inventory turnover or inventory shrinkage

return on assets return on investment return on capital or return on equity

cash flow free cash flow cash flow return on investment or net cash provided by operations
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10 economic profit or economic value created

11 stock price or total stockholder return and

12 market penetration geographic expansion or new concept development customer satisfac

tion staffing diversity training and development succession planning employee satisfaction acqui

sitions or divestitures of subsidiaries affiliates or joint ventures

Written Determinations Determinations by the Committee as to the establishment of performance

conditions the amount potentially payable in respect of performance-based Awards the level of actual

achievement of the specified performance conditions relating to such Awards and the amount of any fmal

Award shall be recorded in writing in the case of Awards intended to qualify under Section 162m
Specifically the Conmiittee shall certify in writing in manner conforming to applicable regulations under

Section 162m prior to settlement of each such Award granted to Covered Employee that the performance

objective relating to the performance-based- Award and other material terms of the Award upon which

settlement of the Award was conditioned have been satisfied

Settlement of performance-based Award.s Other Terms Settlement of performance-based Awards

shall be in cash or Stock in the Committees discretion The Committee may in its discretion reduce the

amount of settlement otherwise to be made in connection with such Awards Any settlement which changes

the form of payment from that originally specified shall be implemented in manner such that the Award and

other related Awards do not solely for that reason fail to qualify as performance-based compensation for

purposes
of Code Section 162m The Committee shall specify the circumstances in which such Awards shall

be paid or forfeited in the event of Participants death disability or Retirement in connection with Change

of Control or subject to the one-year performance condition Set forth in Sections 6dii and 6eii in

connection with any other termination of employment prior to the end of performance period or settlement

of such Awards

Right of Recapture If at any time after the date on which Participant has been granted or becomes

vested in an Award pursuant to the achievement of performance goal under Section 7c the Committee

determines that the earlier determination as to the achievement of the performance goal was based on

incorrect data and that in fact the performance goal had not been achieved or had been achieved to lesser

extent than originally determined and portion of an Award would not have been granted vested or paid

given the correct data then such portion of the Award that was granted shall be forfeited and any related

shares or if such shares were disposed of the cash equivalent shall be returned to the Company as provided

by the Committee ii such portion of the Award that became vested shall be deemed to be not vested and any

related shares or if such shares were disposed of the cash equivalent shall be returned to the Company as

provided by the Committee and iii such portion of the Award paid to the Participant shall be paid by the

Participant to the Company upon notice from the Company as provided by the Committee

Gertain Provisions Applicable to Awards

Stand-Alone Additional and Tandem Awards Awards granted under the Plan may in the

Committees discretion be granted either alone or in addition to in tandem with or in substitution or

exchange for any other Award or any award granted under another plan of the Company any subsidiary or

affiliate or any business entity to be acquired by the Company or subsidiary or affiliate or any other right of

Participant to receive payment from the Company or any subsidiary or affiliate Awards granted in addition

to or in tandem with other Awards or awards may be granted either as of the same time as or at different time

from the grant of such other Awards or awards
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Term of Awards The term of each Award shall be for such period as may be determined by the

Committee subject to the express limitations set forth in Sections 6biii and 6ciii or elsewhere in the

Plan

Form and Timing ofPayment under Awards Subject to the terms of the Plan including Sections 11k
and 111 and any applicable Award document payments to be made by the Company or subsidiary or affiliate

upon the exercise of an Option or other Award or settlement of an Award may be made in such forms as the

Committee shall determine including without limitation cash Stock other Awards or other property
and may be

made in single payment or transfer in installments or on deferred basis The settlement of any Award may be

accelerated and cash paid in lieu of Stock in connection with such settlement in the Committees discretion or

upon occurrence of one or more specified events subject to Sections 6biv 11k and 111

Change of Control

Impact of Event Unless the Board or the Committee provides otherwise either at the time of grant

of an Award or thereafter prior to Change of Control this Section 9a shall govern the treatment of any

Option SAR Restricted Stock or RSU the exercisabiity vesting and/or settlement of which is based solely

upon continued employment or passage
of time In the case of an Award subject to this Section 9a that the

acquiring or surviving company in the Change of Control assumes upon and maintains following the Change

of Control which Award shall be adjusted as to the number and kind of shares as may be determined

appropriate by the Corurnittee prior to the Change of Control if there occurs an involuntary termination

without cause of the Participant holding such Award excluding voluntary resignation death disability or

Retirement within three months prior to or eighteen months following the Change of Control such Award

shall be treated as provided in clause or ii of this Section 9a as applicable In the case of an Award

subject to this Section 9a that the acquiring or surviving company in the Change of Control does not assume

upon the Change of Control immediately prior to the Change of Control such Award shall be treated as

provided in clause or ii of this Section 9a as applicable The treatment provided for under this

Section 9a is as follows

in the case of an Option or SAR the Participant shall have the ability to exercise such Option or

SAR including any portion of the Option or SAR not previously exercisable until the earlier of the

expiration of the Option or SAR under its original term and date that is two years or such longer post-

termination exercisability term as may be specified in the Option or SAR following such date of

termination of employment and

ii in the case of Restricted Stock or RSUs the Award shall become fully vested and shall be

settled in full

The Committee may also through the terms of an Award or otherwise provide for an absolute or

conditional exercise payment or lapse of conditions or restrictions on an Award which shall only be effective

if upon the announcement of transaction intended to result in Change of Control no provision is made in

such transaction for the assumption and continuation of outstanding Awards

Effect of Change of Control upon performance-based Awards Unless the Committee specifies

otherwise in the terms of an Award prior to Change of Control this Section 9b shall control the treatment

of any Restricted Stock or RSU if at the time of the Change of Control the
grant issuance retention vesting

and/or settlement of such Award is based in whole or in part on performance criteria and level of achievement

versus such criteria In the case of an Award subject to this Section 9b in which fifty percent 50%or more

of the performance period applicable to the Award has elapsed as of the date of the Change of Control the

Participant shall be entitled to payment vesting or settlement of such Award based upon performance through
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date occurring within three months prior to the date of the Change of Control as determined by the

Committee prior to the Change of Control and pro-rated based upon the percentage of the performance

period that has elapsed between the date such Award was granted and the date of the Change of Control In the

case of an Award subject to this Section 9b in which less than fifty percent 50%of the performance period

applicable to the Award has elapsed as of the date of the Change of Control the Participant shall be entitled to

payment vesting or settlement of the target amount of such Award as determined by the Committee prior to

the Change of Control pro-rated based upon the percentage of the performance period that has elapsed

between the date such Award was granted and the date of the Change of Control The Committee may
determine either in advance or at the time of the Change of Control the treatment of the

pro-rata portion of an

Award attributable to the portion of the performance period occurring after the date of the Change of Control

Notwithstanding the foregoing in no event shall the treatment specified in Sections 9a and 9b apply

with respect to an Award prior to the earliest to occur of the date such amounts would have been

distributed in the absence of the Change of Control.B Participants separation from service as defmed

under Section 409A of the Code with the Company or six months thereafter for specified employees
the Participants death or disability as defined in Section 409Aa2C of the Code or change

in the ownership or effective- control- of the -Company or in the ownership of substantial portion of the

assets of the Company within the meanings ascribed to such terms in Treasury Department regulations

issued under Section 409A of the Code if and to the extent that the Committee determines in its sole

discretion that the effect of such treatment prior to the time specified in this Section 9bA or

would be the imposition of the additional tax under Section 409Aa1B of the Code on Participant

holding such Award

Definition of Change of Control For purposes of the Plan the term Change of Control shall

mean unless otherwise defined in an Award agreement an occurrence of nature that would be required to be

reported by the Company in
response to Item 6e of Schedule 14A of Regulation 14A issued under the

Exchange Act Without limiting the inclusiveness of the defmition in the preceding sentence Change of

Control of the Company shall be deemed to have occurred as of the first day that any one or more of the

following conditions is satisfied

any person
is or becomes the beneficial owner as that term is defined in Rule 3d-3 under the

Exchange Act directly or indirectly of securities of the Company representing 20% or more of the

combined voting power of the Companys then outstanding securities and such person would be deemed

an Acquiring Person for purposes of the Rights Agreement dated as of July 16 1998 as amended
between the Company and American Stock Transfer Trust Company LLC as successor Rights Agent

the Rights Agreement or

ii any of the following occur any merger or consolidation of the Company other than

merger or consolidation in which the voting securities of the Company immediately prior to the merger

or consolidation continue to represent either by remaining outstanding or being converted into

securities of the surviving entity 80% or more of the combined voting power of the Company or

surviving entity immediately after the merger or consolidation with another entity any sale

exchange lease mortgage pledge transfer or other disposition in single transaction or series of

related transactions of assets or earning power aggregating more than 50% of the assets or earning

power of the Company on consolidated basis any complete liquidation or dissolution of the

Company any reorganization reverse stock split or recapitalization of the Company that would

result in Change of Control as otherwise defined herein or any transaction or series of related

transactions having directly or indirectly the same effect as any of the foregoing
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10 Additional Award Forfeiture Provisions

Forfeiture of Options and Other Award.s and Gains Realized Upon Prior Option Exercises or Award

Settlements Unless otherwise determined by the Committee each Award other than Awards granted to

non-employee directors shall be subject to the following aLlditional forfeiture conditions to which

Participant by accepting an Award hereunder agrees If any of the events specified in Section 10bi
ii or iii occUrs Forfeiture Event all of the following forfeitures will result

The unexercised portion of each Option held by the Participant whether or not vested and any

other Award not then settled will be immediately forfeited and canceled upon the occurrence of the

Forfeiture Event and

ii The Participant will be obligated to repay to the Company in cash within five business days

aftej demand is made therefor by the Company the total amount of Award Gam as defined herem

realized by the Participant upon each exercise of an Option or settlement of an Award that occurred on or

after the date that is six months prior to the occurrence of the Forfeiture Event if the Forfeiture Event

occurred while the Participant was employed by the Company or subsidiary or affiliate or the date

that is six months prior to the date the Participants employment by the Company or subsidiary or

affiliate terminated if the Forfeiture Event occurred after the Participant ceased to be so employed For

purposes of this Section the term Award Gain shall mean in respect
of given Option exercise the

product of the Fair Market Value per
share of Stock at the date of such exercise without regard to any

subsequent change in the market price of shares minus the exercise price times the number of shares

as to which the Option was exercised at that date and ii in respect
of

any
other settlement of an Award

granted to the Participant the Fair Market Value of the cash or Stock paid or payable to the Participant

regardless of any
elective deferral less any cash or the Fair Market Value of any Stock or property

other than an Award or award which would have itself then been forfeitable hereunder and excluding

any payment of tax withholding paid by the Participant to the Company as condition of or in

connection such settlement

Events Triggering Forfeiture The forfeitures specified in Section 10a will be triggered upon the

occurrence of any one of the following Forfeiture Events at any time during Participants employment by the

Company or subsidiary or affiliate or during the one-year period following termination of such

employment

The Participant acting alone or with others directly or indirectly engages either as an

employee employer consultant advisor or director or as an owner investor partner or stockholder

unless the Participants interest is insubstantial in any business in an area or region in which the

Company conducts business at the date the event occurs which is directly in competition with business

then conducted by the Company or subsidiary or affiliate induces any customer or supplier of the

Company or subsidiary or affiliate with which the Company or subsidiary or affiliate has business

relationship to curtail cancel not renew or not continue his or her or its business with the Company or

any subsidiary or affiliate or induces or attempts to influence any employee of or service provider

to the Company or subsidiary or affiliate to terminate such employment or service The Committee

shall in its discretion determine which lines of business the Company conducts on any particular date

and which third parties may reasonably be deemed to be in competition with the Company For purposes

of this Section 10bi Participants interest as stockholder is insubstantial if it represents beneficial

ownership of less than five percent of the outstanding class of stock and Participants interest as an

owner investor or parl is insubstantial if it represents ownership as determined by the Committee in

its discretion of less than five percent of the outstanding equity of the entity
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ii The Participant discloses uses sells or otherwise transfers except in the course of employ

ment with or other service to the Company or any subsidiary or affiliate any confidential or proprietary

information of the Company or any subsidiary or affiliate including but not limited to information

regarding the Companys current and potential customers organization employees fmances and

methods of operations
and investments so long as such information has not otherwise been disclosed to

the public or is not otherwise in the public domain other than by the Participants breach of this

provision except as required by law or pursuant to legal process or the Participant makes statements or

representations or otherwise communicates directly or indirectly in writing orally or otherwise or

takes any other action which may directly or indirectly disparage or be damaging to the Company or any

of its subsidiaries or affiliates or their respective officers directors employees advisors businesses or

reputations except as required by law or pursuant to legal process or

iii The Participant falls to cooperate with the Company or any subsidiary or affiliate in any way

including without limitation by making himself or herself available to testify on behalf of the Company

or such subsidiary or affiliate in
any action suit or proceeding whether civil criminal administrative

or investigative or otherwise fails to assist the Company or any subsidiary or affiliate in any way

including without limitation in connection with any such action suit or proceeding by -providing

information and meeting and consulting with members of management of other representatives of or

counsel to the Company or such subsidiary or affiliate as reasonably requested

Agreement Does Not Prohibit Competition or Other Participant Activities Although the condi

tions set forth in this Section 10 shall be deemed to be incorporated into an Award Participant is not thereby

prohibited from engaging in any activity including but not limited to competition with the Company and its

subsidiaries and affiliates Rather the non-occurrence of the Forfeiture Events set forth in Section 10b is

condition to the Participants right to realize and retain value from his or her compensatory Options and

Awards and the consequence under the Plan if the Participant engages
in an activity giving rise to any such

Forfeiture Event are the forfeitures specified herein The Company and Participant shall not be precluded by

this provision or otherwise from entering into other agreements concerning the subject matter of

Sections 10a and 10b

Committee Discretion The Committee may in its discretion waive in whole or in part the

Companys right to forfeiture under this Section but no such waiver shall be effective unless evidenced by

writing signed by duly authorized officer of the Company In addition the Committee may impose

additional conditions on Awards by inclusion of appropriate provisions in the document evidencing or

governing any such Award

11 General Provisions

Compliance with Legal and Other Requirements The Company may to the extent deemed

necessary or advisable by the Committee and subject to Section 11k postpone
the issuance or delivery

of Stock or payment of other benefits under any Award until completion of such registration or qualification

of such Stock or other required action under any federal or state law rule or regulation listing or other

required action with respect to any stock exchange or automated quotation system upon which the Stock or

other securities of the Company are listed or quoted or compliance with any other obligation of the Company

as the Committee may consider appropriate and may require any Participant to make such representations

furnish such information and comply with or be subject to such other conditions as it may consider

appropriate in connection with the issuance or delivery of Stock or payment of other benefits in compliance

with applicable laws rules and regulations listing requirements or other obligations The foregoing

notwithstanding in connection with Change of Control the Company shall take or cause to be taken
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no action and shall undertake or permit to arise no legal or contractual obligation that results or would result

in any postponement of the issuance or delivery of Stock or payment of benefits under any Award or the

imposition of any other conditions on such issuance delivery or payment to the extent that such postpone

ment or other condition would represent greater burden on Participant than existed on the 90th day

preceding the Change of Control

Limits on Transferability Beneficiaries No Award or other right or interest of Participant undei

the Plan shall be pledged hypothecated or otherwise encumbered or subject to any lien obligation or liability

of such Participant to any party other than the Company or subsidiary or affiliate thereof or assigned or

transferred by such Participant otherwise than by will or the laws of descent and distribution or to

Beneficiary upon the death of Participant and such Awards or rights that may be exercisable shall be

exercised during the lifetime of the Participant only by the Participant or his or her guardian or legal

representative exceptthat Awards and other rights other than ISOs and SARs in tandem therewith may be

transferred to one or more transferees during the lifetime of the Participant and may be exercised by such

transferees in accordance with the terms of such Award but only if and to the extent such transfers are

permitted by the Committee subject to any terms and conditions which the Committee may impose thereon

which may include limitations the Committee may deem appropriate in order that offers and sales under the

Plan will meet applicable requirements of registration forms under the Securities Act of 1933 specified by the

Securities and Exchange Commission Beneficiary transferee or other person claiming any rights under

the Plan from or through any Participant shall be subject to all terms and conditions of the Plan and any Award

document applicable to such Participant except as otherwise determined by the Committee and to any

additional terms and conditions deemed necessary or appropriate by the Committee

Adjustments In the event that any large special and non-recurring dividend or other distribution

whether in the form of cash or property other than Stock recapitalization
forward or reverse split Stock

dividend reorganization merger consolidation spin-off combination repurchase share exchange liqui

dation dissolution or other similarcorporate transaction or event affects the Stock then the Committee shall

in an equitable manner as determined by the Committee adjust any or all of the number and kind of shares

of Stock or other securities of the Company or other issuer which are subject to the Plan ii the number and

kind of shares of Stock or other securities of the Company or other issuer by which annual per-person
Award

limitations are measured under Section including the share limits applicable to non-employee director

Awards under Section 5c iiithe number and kind of shares of Stock or other securities of the Company or

other issuer subject to or deliverable in respect of outstanding Awards and iv the exercise price settlement

price or purchase price relating to any Award or if deemed appropriate the Committee may make provision

for payment of cash or property to the holder of an outstanding Option subject to Sections 11k and 111

or other Award In addition the Committee is authorized to make adjustments in the terms and conditions of

and the criteria included in Awards including performance-based Awards and performance goals and any

hypothetical funding pool relating thereto in recognition of unusual or nonrecurring events including

without limitation events described in the preceding sentence as well as acquisitions
and dispositions of

businesses and assets affecting any performance conditions or in response to changes in applicable laws

regulations or accounting principles provided that no such adjustment shall be authorized or made if and to

the extent that the existence of such authority would cause Options SARs Restricted Stock or RSUs

granted under the Plan to Participants designated by the Committee as Covered Employees and intended to

qualify as performance-based compensation under Code Section 162m and regulations thereunder to

otherwise fail to qualify as performance-based compensation under Code Section 162m and regulations

thereunder or iiwould cause the Committee to be deemed to have authority to change the targets
within the

meaning of Treasury Regulation 162-27e4vi under the performance goals relating to Options or SARs
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granted to Covered Employees and intended to qualify as performance-based compensation under Code

Section 162m and regulations thereunder

Tax Provisions

Withholding The Company and any subsidiary or affiliate is authorized to withhold from any

Award granted any payment relating to an Award under the Plan including from distribution of Stock or

any payroll or other payment to Participant amounts of withholding and other taxes due or potentially

payable in connection with any transaction or event involving an Award or to require Participant to remit to

the Company an amount in cash or other property including Stock to satisfy such withholding before taking

any action with respect to an Award and to take such other action as the Committee may deem advisable to

enable the Company and Participants to satisfy obligations for the payment of withholding taxes and other tax

obligations relating to any Award This authority shall include authority to withhold or receive Stock or other

property
and to make cash payments in respect thereof in satisfaction of Participants withholding

obligations either on mandatory or elective basis in the discretion of the Committee or in satisfaction

of other tax obligations The Company can delay the delivery to Participant of Stock under any Award to the

extent necessary to allow the Company to determine the amount of withholding to be collected and to collect

and process such withholding

ii Required Consent to and Notification of Code Section 83b Election No election under

Section 83b of the Code to include in gross income in the year of transfer the-amounts specified in Code

Section 83b or under similarprovision of the laws of jurisdiction outside the United States may be made

unless expressly permitted by the terms of the Award document or by action of the Committee in writing prior

to the making of such election In any case in which Participant is permitted to make such an election in

connection with an Award the Participant shall notify the Company of such election within ten days of filing

notice of the election with the Internal Revenue Service or other governmental authority in addition to any

filing and notification required pursuant to regulations issued under Code Section 83b or other applicable

provision

iii Requirement of Notification Upon Disqualifying Disposition Under Code Section 421b If any

Participant shall make any disposition of shares of Stock delivered pursuant to the exercise of an ISO under

the circumstances described in Code Section 421b i.e disqualifying disposition such Participant shall

notify the Company of such disposition within ten days thereof

Changes to the Plan The Board may amend suspend or terminate the Plan or the Committees

authority to grant
Awards under the Plan without the consent of stockholders or Participants provided

however that any amendment to the Plan shall be submitted to the Companys stockholders for approval not

later than the earliest annual meeting for which the record date is at or after the date of such Board action

if such stockholder approval is required by any federal or state law or regulation or the rules of

the New York Stock Exchange or any other stock exchange or automated quotation systemon which the

Stock may then be listed or quoted or

ii if such amendment would materially increase the number of shares reserved for issuance and

delivery under the Plan or

iii if such amendment would alter the provisions of the Plan restricting the Companys ability to

grant Options or SARs with an exercise price that is not less than the Fair Market Value of Stock or

iv in connection with any action to amend or replace previously granted Options or SARs in

transaction that constitutes repricing as such term is used in Section 303A.08 of the Listed Company

Manual of the New York Stock Exchange The Board may otherwise in its discretion determine to
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submit other amendments to the Plan to stockholders for approval and provided further that without the

consent of an affected Participant no such Board or any Committee action may materially and

adversely affect the rights of such Participant under any outstanding Award for this purpose actions that

alter the timing of federal income taxation of Participant will not be deemed material unless such action

results in an income tax penalty on the Participant With regard to other terms of Awards the Committee

shall have no authority to waive or modify any such Award term after the Award has been granted to the

extent the waived or modified term would be mandatory under the Plan for any Award newly granted at

the date of the waiver or modification

Right of Setoff The Company or any subsidiary or affiliate may to the extent permitted by

applicable law deduct from and set off against any amounts the Company or subsidiary or affiliate may owe

to the Participant from time to time including amounts payable in connection with any Award owed as

wages fnnge benefits or other compensation owed to the Participant such amounts as may be owed by the

Participant to the Company including but not limited to amounts owed under Section 10a although the

Participant shall remain liable for any part of the Participants payment obligation not satisfied through such

deduction and setoff By accepting any Award granted hereunder the Participant agrees to any deduction or

setoff under this Section 110

Unfunded Status cf Awards Creation qf Trusts To the extent that any Award is deferred

compensation the Plan is intended to constitute an unfunded plan for deferred compensation with respect

to such Award With respect to any payments not yet made to Participant or obligation to deliver Stock

pursuant to an Award nothing contained in the Plan or any Award shall give any such Participant any rights

that are greater than those of general creditor of the Company provided that the Committee may authorize

the creation of trusts and deposit therein cash Stock other Awards or other property or make other

arrangements to meet the Companys obligations under the Plan Such trusts or other arrangements
shall be

consistent with the unfunded status of the Plan unless the Committee otherwise determines with the consent

of each affected Participant

Nonexciusivity of the Plan Neither the adoption of the Plan by the Board nor its submission to the

stockholders of the Company for approval shall be construed as creating any limitations on the power of the

Board or committee thereof to adopt such other incentive arrangements apart
from the Plan as it may deem

desirable including incentive arrangements
and awards which do not qualify under Code Section 162m and

such other arrangements may be either applicable generally or only in specific cases

Payments in the Event of Forfritures Fractional Shares Unless otherwise determined by the

Committee in the event of forfeiture of an Award with respect to which Participant paid cash

consideration the Participant shall be repaid the amount of such cash consideration In addition nothing

herein shall prevent the Committee from authorizing the payment in cash of any amounts with respect to

forfeited Awards No fractional shares of Stock shall be issued or delivered pursuant to the Plan or any Award

The Committee shall determine whether cash other Awards or other property shall be issued or paid in lieu of

such fractional shares or whether such fractional shares or any rights thereto shall be forfeited or otherwise

eliminated

Compliance with Code Section 162m It is the intent of the Company that Options and SARs granted

to Covered Employees and other Awards designated as Awards to Covered Employees subject to Section shall

constitute qualified performance-based compensation within the meaning of Code Section 162m and

regulations thereunder unless otherwise determined by the Commnittee at the time of allocation of an Award

Accordingly the terms of Section including the definitions of Covered Employee and other terms used therein

shall be interpreted in manner consistent with Code Section 162m and regulations
thereunder The foregoing
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notwithstanding because the Committee cannot determine with certainty whether given Participant wifi be

Covered Employee with respect to fiscal year
that has not yet been completed the term Covered Employee as

used herein shall mean only person designated by the Committee as likely to be Covered Employee with

respect to specified fiscal year If any provision of the Plan or any Award document relating to an Award that is

designated as intended to comply with Code Section 162m does not comply or is inconsistent with the

requirements of Code Section 162m or regulations thereunder such provision shall be construed or deemed

amended to the extent necessary to Oonform to such requirements and no provision shall be deemed to confer upon

the Committee or any other person discretion to increase the amount of compensation otherwise payable in

connection with any such Award upon attainment of the applicable performance objectives

Certain Limitations on Awards to Ensure Compliance with Code Section 409A Notwithstanding

anything herein to the contrary any
Award that is deferred compensation within the meaning of Code

Section 409A shall be automatically modified and limited to the extent that the Committee determines

neeessary to avoid the imposition of the additional tax under Section 409Aa1B of the Code on

Participant holding such Award

Certain Limitations Relating to Accounting Treatment of Awards Other provisions of the Plan

notwithstanding the Committees authority under the Plan including under Sections 8c 11c and 11d is

limited to the extent necessary to ensure that any Option or other Award of type that the Committee has

intended to be subject to equity accounting with measurement date at the date of grant under applicable

accounting standards shall not become subject to liability accounting solely due to the existence of such

authority unless the Committee specifically determines that the Award shall remain outstanding despite such

liability accounting

Governing Law The validity construction and effect of the Plan any rules and regulations

relating to the Plan and any Award document shall be determined in accordance with the laws of the State of

Delaware without giving effect to principles of conflicts of laws and applicable provisions of federal law

Awards to Participants Outside the United States The Committee may modify the terms of any

Award under the Plan made to or held by Participant who is then resident or primarily employed outside of

the United States in any manner deemed by the Committee to be necessary or appropriate in order that such

Award shall conform to laws regulations and customs of the country in which the Participant is then resident

or primarily employed or so that the value and other benefits of the Award to the Participant as affected by

foreign tax laws and other restrictions applicable as result of the Participants residence or employment

abroad shall be comparable to the value of such an Award to Participant who is resident or primarily

employed in the United States An Award may be modified under this Section 11n in manner that is

inconsistent with the express terms of the Plan so long as such modifications will not contravene any

applicable law or regulation or result in actual liability under Section 16b of the Exchange Act for the

Participant whose Award is modified

Limitation on Rights Conferred under Plan Neither the Plan nor any action taken thereunder shall

be construed as giving any Eligible Person or Participant the right to continue as an Eligible Person or

Participant or in the employ or service of the Company or subsidiary or affiliate ii interfering in any way

with the right of the Company or subsidiary or affiliate to terminate any Eligible Persons or Participants

employment or service at any time subject to the terms and provisions of any separate written agreements

iiigiving an Eligible Person or Participant any claim to be granted any Award under the Plan or to be treated

uniformly with other Participants and employees or iv conferring on Participant any of the rights of

stockholder of the Company unless and until the Participant is duly issued or transferred shares of Stock in

accordance with the terms of an Award or an Option or Stock Appreciation Right is duly exercised Except as
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expressly provided in the Plan and an Award document neither the Plan nor any Award document shall confer

on any person
other than the Company and the Participant any rights or remedies thereunder

Severability Entire Agreement If any of the provisions of the Plan or any Award document is

fmally held to be invalid illegal or unenforceable whether in whole or in part such provision
shall be

deemed modified to the extent but only to the extent of such invalidity illegality or unenforceability and the

remaining provisions shall not be affected thereby provided that if any of such provisions is finally held to

be invalid illegal or unenforceable because it exceeds the maximum scope
determined to be acceptable to

permit such provision to be enforceable such provision shall be deemed to be modified to the minimum

extent necessary to modify such scope in order to make such provision enforceable hereunder The Plan and

any agreements or documents designated by the Committee as setting forth the terms of an Award contain the

entire agreement
of the parties with respect to the subject matter thereof and supersede all prior agreements

promises covenants arrangements communications representations and warranties between them whether

written or oral with respect to the subject matter thereof

Plan Effective Date and Termination The Plan shall become effective if and at such time as the

stockholders of the Company have approved- it in accordance with- applicable law and stock- exchange

requirements such date the Effective Date Unless earlier terminated by action of the Board the authority

of the Committee to make grants under the Plan shall terminate on the date that is ten years after the Effective

Date and the Plan will remain in effect until such time as no Stock remains available for delivery under the

Plan or as set forth above and the Company has no further rights or obligations under the Plan with respect to

outstanding Awards under the Plan
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