
Termination Arrangements. We do not have employment agreements with our executive officers; however, in
order to attract and retain the best people in retail, we recognize the need to provide protection to our executives
in the event of termination of employment without cause or following a change in control of the Company.
Accordingly, we have put in place separate arrangements consisting of individual Executive Termination Pay
Agreements and a Change in Control Plan to address termination situations not precipitated by the conduct of the
executive officer.

The Executive Termination Pay Agreement provides severance benefits to the executive in exchange for the
executive’s agreement to comply with certain covenants. The benefits payable under the Executive Termination
Pay Agreement are not available if the executive receives the benefits under the Change in Control Plan. The
Company and the CEO have agreed not to enter into an Executive Termination Pay Agreement.

For executives serving on the Company’s Executive Board, the Company maintains a Change in Control Plan
that provides benefits if the executive’s employment is involuntarily terminated within two years following a
change in control of the Company. The plan also entitles participants to receive a tax gross-up payment in respect
of any excise taxes imposed on the benefits payable under the plan. The plan further provides that benefits under
the plan may be reduced to keep benefit payments under the threshold that would trigger an excise tax and
gross-up payment. All of the named executive officers participate in this Change in Control Plan.

Participants in the Change in Control Plan are eligible for tax gross-up payments in the event a change in
control occurs within five years from the date they became eligible to participate in the plan, subject to existing
limitations and conditions. After five years of participation, participants will either receive their full benefit under
the plan and pay the excise tax themselves or have their benefit reduced so that no excise tax will apply. The
Human Resources and Compensation Committee believes that although such gross-ups are valuable, such
payments have diminishing utility over time. The plan also allows any participant to waive his or her right to
receive an excise tax gross-up payment under the plan. Mr. Ullman, the Company’s CEO, has elected not to
receive any excise tax gross-up with respect to benefits payable to him under the Change in Control Plan.

In October 2008, the Board of Directors adopted a policy that the Company will not enter into future severance
arrangements that provide for severance benefits in an amount exceeding 2.99 times the sum of base salary and
target bonus (the severance benefits limitation) without obtaining stockholder approval. Pursuant to this policy,
the Board has approved the 2009 Change in Control Plan (2009 Plan), which is applicable prospectively for
newly appointed Executive Board members. The 2009 Plan is similar to the Change in Control Plan in all
respects except that it does not provide for the payment of excise tax gross-ups and it limits benefits to the
severance benefits limitation.

Both the Change in Control Plan and the Executive Termination Pay Agreement are described in more detail in
“Potential Payments and Benefits on Termination of Employment.”

Perquisites. Other than those that we believe are necessary for security reasons or are related to unforeseeable
circumstances, our perquisites focus on promoting physical well-being and providing limited financial
counseling services. We provide these benefits to enable our executives to devote their energy and attention to
the Company and fulfillment of our Long Range Plan.

For security purposes, the Board of Directors requires the CEO to participate in a Key Associate Protection
Program (KAPP), which is intended to safeguard the CEO and members of his immediate family. The KAPP is a
program approved by the Company’s Board of Directors as a result of recommendations contained in an
independent, third-party security study.

In fiscal 2008, we provided the following benefits to our executives:

Home Security. Under the KAPP, the CEO is required to have a home security system in both his principal
residence and his family’s principal residence, monthly fees and associated expenses of which are paid by the
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