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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions:

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities
Act of 1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this
chapter).

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition

period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.
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Item 2.02 Results of Operations and Financial Condition.
On May 10, 2018, The ExOne Company issued a press release relating to its financial results for the 2018 first quarter.
A copy of the press release is attached to this Current Report on Form 8-K as Exhibit 99.1.

The information in this Current Report and the exhibit hereto are being furnished and shall not be deemed “filed” for the
purpose of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of

that section. The information in this Current Report and exhibit hereto shall not be incorporated by reference into any
registration statement or other document pursuant to the Securities Act of 1933, as amended.

Item 9.01Financial Statements and Exhibits.

(d) Exhibits.

The following is furnished as an exhibit to this report:

Exhibit
Number Description

99.1 Press Release of The ExOne Company dated May 10. 2018 titled “The ExOne Company Reports 2018 First
Quarter Results”.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

The ExOne Company
(Registrant)

May 10, 2018  /s/ Brian W. Smith
(Date) Brian W. Smith

Chief Financial Officer

nition

We recognize revenue at the point-of-sale or upon shipment to customers. Shipping and handling fees billed to customers for direct sales are
included in net revenues. Based on historical sales returns, an allowance for sales returns is recorded as a reduction of net revenues in the periods
in which the sales are recognized. Sales tax collected from customers is excluded from net revenues and is included as part of accrued expenses
and other current liabilities on our consolidated balance sheets appearing elsewhere in this prospectus.

We sell gift certificates in our stores, which do not expire or lose value over periods of inactivity. We account for gift certificates by recognizing
a liability at the time a gift certificate is sold. We recognize revenue from gift certificates when they are redeemed by the customer.

Inventory Valuation

Inventories are comprised primarily of women's apparel and accessories and are stated at the lower of cost or market, on a first-in, first-out basis,
using the retail inventory method. We record merchandise receipts at the time they are delivered to our consolidator as this is the point at which
title and risk of loss transfer to us. We do not directly import any merchandise at this time.

We review our inventory levels to identify slow-moving merchandise and generally use markdowns to clear this merchandise. We record a
markdown reserve based on estimated future markdowns related to current inventory to clear slow-moving inventory. During each accounting
period, we evaluate the selling trends experienced and the related promotional events or pricing strategies in place to sell through the current
inventory levels. Markdowns may occur when inventory exceeds customer demand for reasons of style, seasonal adaptation, changes in
customer preference, lack of consumer acceptance of fashion items, competition or if it is determined that the inventory in stock will not sell at
its currently ticketed price. These markdowns may have an adverse impact on earnings, depending on the extent and amount of inventory
affected. The markdown reserve is recorded as an increase to cost of goods sold in the consolidated statements of operations appearing
elsewhere in this prospectus.

We perform physical inventory counts at all stores semi-annually. Included in the carrying value of merchandise inventories is a reserve for
shrinkage. Shrinkage is estimated based on historical physical inventory results as a percentage of sales. The estimate for shrinkage reserve can
be affected by changes in merchandise mix and changes in actual shrinkage trends.
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Property and Equipment, Net

Property and equipment are stated at cost less accumulated depreciation. Depreciation of property and equipment is computed for financial
reporting purposes on the straight-line method using service lives ranging principally from three to fifteen years. Furniture and fixtures are
typically depreciated over three to five years. Amortization of leasehold improvements is provided on the straight-line method over the length of
the lease or over the estimated useful life of the improvement, whichever is shorter. The cost of assets sold or retired and the related accumulated
depreciation or amortization is removed from the accounts with any resulting gain or loss included in net income. Major renewals and
betterments which extend service lives are capitalized, while expenditures for repairs and maintenance that do not significantly extend the life of
the asset are expensed as incurred.

Impairment of Long-Lived Assets

We are exposed to potential impairment if the book value of our assets exceeds their expected future cash flows. The major components of our

long-lived assets are store fixtures, equipment and leasehold improvements. We follow FASB ASC 360, Property, Plant and Equipment, which
requires impairment losses to be recorded on long-lived assets used in operations whenever events or changes in circumstances indicate that the
net carrying amounts may not be recoverable. Our evaluation is performed based on estimated undiscounted future cash flows from operating
activities compared with the carrying value of related assets for the individual stores. If the undiscounted future cash flows are less than the
carrying value, an impairment loss is recognized as the difference between the carrying value and the estimated fair value of the assets based on
the discounted future cash flows of the assets using a rate that approximates our weighted average cost of capital.

Goodwill

Goodwill of $55.5 million was recognized on the acquisition of Body Shop of America, Inc. and Catalogue Ventures, Inc. on October 1, 2006.

We follow FASB ASC 350, Intangibles Goodwill and Other, which requires that goodwill and indefinite life intangibles are subject to an
assessment of impairment at least annually. Under this guidance, we are required to compare the fair value of each reporting unit with its
carrying amount to determine if there is a potential impairment of goodwill. If the fair value of the reporting unit is less than its carrying value,
an impairment loss is recorded to the extent that the fair value of the goodwill within the reporting unit is less than its carrying value. We
performed our annual impairment analysis as of January 2, 2010 using the discounted cash flow and guideline public company methods to
determine the fair value of the reporting units. Our analysis indicated that no impairment of goodwill occurred or was at-risk as of January 2,
2010 and January 3, 2009, respectively. In fiscal year 2007, we recorded a $34.0 million impairment of goodwill related to our store operations
as a result of the slowing economy, repositioning of our merchandise strategy, competition with retailers and operating performance of our
stores.

Income Taxes

Income taxes are accounted for pursuant to FASB ASC 740, Income Taxes, which requires that we recognize deferred tax assets, which include
net operating loss carry forwards and tax credits. Deferred income taxes are determined based on the difference between the financial reporting
and tax bases of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse. Deferred tax
assets are offset by deferred tax liabilities relating to nondeductible temporary differences. Recognition of deferred tax assets is based on
management's belief that it is more likely than not that the tax benefit associated with temporary differences will be utilized. The FASB issued
guidance requires that deferred tax assets be reduced by a valuation allowance if it is more likely than not that some portion or all of the net
deferred tax assets will not be realized. We have determined that valuation allowances against the deferred tax assets are not currently necessary.
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We follow FASB ASC 740, Income Taxes, guidance on accounting for uncertainty in income taxes. The standard prescribes a recognition
threshold and measurement attribute for financial statement recognition and measurement of tax positions taken or expected to be taken in tax
returns. In addition, the standard provides guidance on the de-recognition, classification and disclosure of tax positions, as well as the accounting
for related interest and penalties. In May 2007, the FASB amended the guidance associated with the criteria that must be evaluated in
determining if a tax position has been effectively settled and should be recognized as a tax benefit. We did not have any uncertain tax provisions
recorded in our consolidated financial statements appearing elsewhere in this prospectus.

Stock-Based Compensation

Stock-based compensation expense related to stock options was $28,000, $114,000 and $168,000 for fiscal years 2007, 2008 and 2009,
respectively. We granted options to purchase an aggregate of 368,873, 209,587 and 586,843 shares of common stock in fiscal years 2007, 2008
and 2009, respectively. In fiscal year 2010, effective with our initial public offering, we granted options to certain of our employees and
non-employee directors to purchase an aggregate of 130,000 shares of common stock with an exercise price equal to the initial public offering
price of $13.00 per share. These grants and any future stock option grants increased our stock-based compensation expense in fiscal year 2010
and in future fiscal years compared to fiscal year 2009.

We account for stock-based compensation in accordance with FASB ASC 718, Compensation-Stock Compensation, which establishes
accounting for equity instruments exchanged for employee services. Under the provisions of this statement, stock-based compensation cost is
measured at the grant date fair value and is recognized as an expense on a straight-line basis over the employee's requisite service period
(generally the vesting period of the equity grant). As required under this guidance, we estimate forfeitures for options granted which are not
expected to vest. Changes in these inputs and assumptions can materially affect the measurement of the estimated fair value of our stock-based
compensation expense. We estimate the grant date fair value of stock option awards using the Black-Scholes option pricing model. For fiscal
years 2008, 2009 and 2010, the fair value of stock options was estimated at the grant date using the following weighted-average assumptions:

Fiscal Year Ended
January 3, January 2, January 1,
2009 2010 2011
Risk-free interest rate 1.8% 3.1% 1.5%
Expected dividend yield 0% 0% 0%
Expected volatility 66.1% 71.0% 73.7%
Weighted average expected term 6.25 years 6.25 years 6.19 years

The risk-free interest rate was determined based on the rate of Treasury instruments whose maturities are similar to those of the expected term of
the award being valued. The expected dividend yield was based on our expectations of not paying dividends on our common stock for the
foreseeable future. The expected volatility incorporates historical volatility of similar entities whose shares prices are publicly available. The
weighted average expected term is based on the simplified method of estimating the option life.

As of January 21, 2011, we had outstanding vested options to purchase approximately 495,146 shares of common stock, at a weighted average
exercise price of $3.08 per share, and outstanding unvested options to purchase 598,948 shares of common stock, at a weighted average exercise
price of $5.58 per share. The per share value of each share of common stock underlying the vested and unvested options at the dates of the grant
of the options range from $0.98 to $13.00 per share.
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The fair values of the shares at the dates of grant were originally estimated by a valuation firm that used three approaches to measure fair value:
the income approach; the market approach; and the cost approach.

The income approach focuses on the income-producing capability of a business or asset, by incorporating the calculation of the present value of
future economic benefits such as cash earnings, cost savings, tax deductions and proceeds from disposition. Indications are developed by
discounting expected cash flows to the present value at a rate of return that incorporates the risk-free rate for the use of funds, the expected rate
of inflation and risks associated with the particular investment. The discount rate selected is generally based on rates of return available from
investments of similar type and quality.

The market approach measures value through an analysis of recent sales or offerings of comparable assets between arm's length parties. In the
valuation of equity interests in business, the market approach can be applied by utilizing one or both of the following methods:

The guideline public company method focuses on comparing the subject entity to guideline publicly traded entities. In
applying this method, valuation multiples are: (i) derived from historical operating data of selected guideline entities;
(i1) evaluated and/or adjusted based on the strengths and weaknesses of the subject entity relative to the selected guideline

entities; and (iii) applied to the appropriate operating data of the subject entity to arrive at a value indication.

The similar transactions method utilizes valuation multiples based on actual transactions that have occurred in the subject
entity's industry or related industries to arrive at an indication of value. These derived multiples are then adjusted and

applied to the appropriate operating data of the subject entity to arrive at an indication of value.

The cost approach measures the value of an asset as the cost to reconstruct or replace it with another of like utility. When
applied to the valuation of equity interests in businesses, each item on the business' balance sheet is restated to its fair value.
By deducting the fair value of the business' liabilities from the fair value of its assets, the fair value of the equity is isolated.
The approach is generally not used to value businesses operated as going concerns. The cost approach is often utilized in the
valuation of tangible assets.

As disclosed more fully in Note 10 to our consolidated financial statements, included elsewhere in this prospectus, we granted stock options
during fiscal year 2009 with a fair value of $1.27 per share. Factors that contributed to the difference between the fair value of those grants and
our initial public offering price of $13.00 are:

the increased private company valuation that occurred subsequent to the date of the grants but previous to the initial public
offering based on earnings and cash flows;

the span of time between grant dates and the estimated time of the initial public offering;

the fact that private company valuations are normally based on historical performance while a public company's valuation is
based in large part on future expected earnings;

the uncertainty of our future cash flow and earnings at the date of the grants;

increased same store sales when compared with the same periods from previous years;
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increased average sales per store;

the continued growth in our store base; and

our expanded geographic footprint.
Quantitative and Qualitative Disclosures about Market Risk

Our principal market risk relates to interest rate sensitivity, which is the risk that future changes in interest rates will reduce our net income or
net assets. Our senior credit facility's interest rates ranged from LIBOR plus 5.25% to LIBOR plus 5.75% with interest paid quarterly with a
floor for LIBOR of 3.25%. At October 2, 2010, the weighted average interest rate on our borrowings was 8.4%. Based on a sensitivity analysis
at October 2, 2010, assuming average outstanding borrowings during fiscal year 2009 of $40.7 million, a 100 basis point increase in interest
rates would increase our annual interest expense by approximately $407,000.

On October 20, 2010, we repaid all amounts owing under our term loan facilities of our senior credit facility using proceeds from our initial
public offering. Subsequently, the senior credit facility was terminated. We are currently in negotiations for a new revolving credit facility which
we anticipate will be effective by the end of the first quarter of 2011. We anticipate the interest rate for our new revolving credit facility will
vary based on LIBOR plus a fixed rate. Consequently, our principal market risk will likely continue to relate to interest rate sensitivity. We
expect that our new revolving credit facility will have prevailing market rates, however, there is no guarantee that such a facility could be
entered into on commercially reasonable terms or at all.

Given our exposure to variable interest rates, during fiscal year 2006, we entered into an interest rate swap agreement that involved the receipt of
variable rate payments based on the one-month LIBOR rate in exchange for 5.22% fixed rate payments over the life of the swap agreement
without an exchange of the underlying notional amount of $25.0 million. The differential to be paid or received is accrued and recognized as an
adjustment to interest expense as interest rates change. The interest rate swap was not designated as a cash flow hedge and, accordingly, it is
reflected at fair value on the consolidated balance sheet and the related change in fair value is reflected in interest expense. The agreement
terminated on November 13, 2008. The net effect of the agreement was approximately $199,000 of expense for fiscal year ended January 3,
2009.
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BUSINESS
Our Company

Founded in 1972, Body Central is a growing, multi-channel, specialty retailer offering on-trend, quality apparel and accessories at value prices.
We operate specialty apparel stores under the Body Central and Body Shop banners, as well as a direct business comprised of our Body Central
catalog and our e-commerce website at www.bodyc.com. We target women in their late teens and twenties from diverse cultural backgrounds
who seek the latest fashions and a flattering fit. Our stores feature an assortment of tops, dresses, bottoms, jewelry, accessories and shoes sold
primarily under our exclusive Body Central® and Lipstick® labels. We continually update our merchandise and floor sets with an emphasis on
coordinated outfits presented by lifestyle to give our customers a reason to shop our stores frequently.

We believe our multi-channel strategy supports our brand building efforts and provides us with synergistic growth opportunities across all of our
sales channels. As of January 1, 2011, we had 209 stores located in fashion retail venues across 23 states in the South, Mid-Atlantic and
Midwest. Our average store size is 4,300 square feet. We aim to generate customer traffic by designing and merchandising our stores to bring the
excitement and look of chic specialty stores. By allocating our capital to areas that we believe achieve the largest impact per dollar spent, such as
in-store marketing graphics, store layout, fixtures and merchandise displays, instead of more expensive structural and architectural
improvements, we believe we create an exciting look for our stores while maintaining low build-out costs. We believe our prices compare
favorably to other specialty stores and regional department stores.

Our History

We opened our first Body Shop retail store in 1973 in Jacksonville, Florida, where our corporate headquarters is located. Our current business is
focused on opening Body Central stores and developing the Body Central and Lipstick brands and on moving away from the use of the Body
Shop name for our stores. Under the leadership of our founders, members of the Rosenbaum family, we grew to approximately 175 stores and
established our direct business.

In October 2006, members of the Rosenbaum family sold a controlling interest in Body Central to a group of outside investors led by WestView
Capital Partners. In October 2010, we completed our initial public offering and our common stock was listed on The Nasdaq Global Market
under the symbol BODY. In recent years, we have completed numerous initiatives that have strengthened our business and positioned us for
future growth, including:

Enhanced Executive Team. We hired Allen Weinstein as our President and Chief Executive Officer in 2009. Mr. Weinstein
has brought more than 30 years of retail experience and has introduced a number of changes to improve our business,
including a focus on our competitive advantages and operational discipline. In addition, Beth Angelo returned as Chief
Merchandising Officer in January 2008. Ms. Angelo has reestablished the merchandising strategy that was core to our
historical success and has enhanced the depth of our marketing and merchandising teams. During 2007, Richard Walters
joined as our Chief Financial Officer. Mr. Walters has brought more than 20 years of retail experience and has enhanced our

financial reporting capabilities and implemented other operating improvements.

Flexible Test-and-Reorder Business Model. Our merchandising model allows us to identify and respond quickly to fashion
trends and to bring proven styles to our stores. In early
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2008, we returned to our proven test-and-reorder strategy, which combined with short lead times enables us to react quickly
to the latest fashion trends. Our extensive vendor base provides us with access to a large number of designers and enables us
to have the best selling products in our stores in a timely fashion. From this vast supply of new designs we can select
merchandise to test, which we believe has the distinctive Body Central look, feel and fit. This model allows us to maximize
full-price sales and reduce our inventory risk.

Refined Real Estate Model. In 2008, we enhanced our real estate model by introducing additional structure and analysis to
our site selection process. Our real estate committee has instituted a rigorous process for determining new store locations
based on projected sales potential, investment returns and key performance indicators of competitors combined with site
visits. We adhere to our selection methodology and do not pursue expansion opportunities if they do not meet our new store
financial and site criteria. Our flexible model has proven successful in hot, warm and cold climates, in small, medium and
metropolitan markets and in many different fashion venues. Since 2008, our average new store performance outpaced the
targeted returns in our store economic model.

Our Recent Accomplishments

Through initiatives implemented by our executive team since 2008, we have delivered strong results despite the difficult economic environment.
For instance, we have:

Our Market

maintained positive comparable stores sales growth over the past nine quarters, through the fourth quarter of 2010, including
an increase of 4.9% for fiscal year 2009 and 14.8% for the thirty-nine weeks ended October 2, 2010;

opened six stores in fiscal year 2008, 15 stores in fiscal year 2009 and 27 stores in fiscal year 2010 and from fiscal 2008
through January 1, 2011, we also closed 27 stores, most of which were underperforming, for a net increase of 21 stores;

increased inventory turnover resulting in a meaningful reduction in markdowns and an improvement in gross margin by
approximately 190 basis points between fiscal year 2008 and fiscal year 2009;

improved operating margin by approximately 300 basis points between fiscal year 2008 and fiscal year 2009, primarily as a
result of reduced labor and occupancy costs, resulting in an increase in income from operations to $8.2 million for fiscal year

2009 from $2.0 million for fiscal year 2008; and

increased net income by $3.7 million to $2.8 million for fiscal year 2009 from a loss of $952,000 in fiscal year 2008, and by
$5.8 million to $7.1 million for the thirty-nine weeks ended October 2, 2010 from $1.3 million in the thirty-nine weeks
ended October 3, 2009.

Based on publicly available data from the NPD Group, Inc., a leading global provider of apparel market research information for tracking
consumer behavior, sales in the U.S. women's apparel market totaled approximately $104.0 billion for the 12 months ended December 2009.
While our products appeal to women of varying ages and diverse backgrounds, our core customer is a young woman in her late teens or twenties
who enjoys shopping for the latest fashions. According to the U.S. Census Bureau, there were estimated to be approximately 25.0 million
women as of July 2009 between the
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ages of 18 to 29. Our target customer represents a growing segment of the U.S. population and we believe that she spends a higher proportion of
her income on fashion than the general population.

Our Strengths

We believe that the following strengths are critical to our continued success:

Established and Differentiated Brand. With over 35 years of operating experience, we have built the Body Central brand
around our strategy of providing the right fashion and quality, with a flattering fit at a value price. We believe our core
customer is passionate about finding current fashions typically offered in higher-end specialty stores and boutiques at value
prices in an exciting store environment. We also believe that the look and feel of our stores, in-store graphics, fashion
assortment, product labeling and overall shopping experience are critical to building our brand image. All of these factors

create a unique Body Central experience.

Exciting Fashion Delivered at Compelling Value. We deliver a carefully edited selection of quality, fashionable apparel and
accessories for most occasions at value prices. Our broad product assortment of apparel, jewelry, accessories and footwear
allows our customers to purchase complete outfits. We do not dictate fashion trends, but respond quickly to offer best selling
styles. We maintain a fresh and exciting shopping experience by continually refreshing our inventory through almost daily
shipments to our stores. We design our windows, displays and floor sets to emphasize outfit ideas and refresh them every

two to three weeks to drive repeat store visits.

Multiple Sales Channel Synergies. We complement our retail stores with a successful direct business, which consists of both
catalog and internet sales, which we have operated since 2005. We believe our catalog differentiates us from most
competitors. We select our best selling products from our stores to sell through our direct channel. We believe our
multi-channel strategy builds brand awareness and drives sales across all of our channels. We operate retail stores in 23
states and have direct sales in all 50 states. In fiscal year 2009, our two highest volume states for direct sales were outside of

our retail store geography. For the fiscal year 2009, direct sales represented approximately 16.8% of our net revenues.

Powerful New Store Economics. We have a proven store model that works across a variety of market sizes, demographics,
climates, real estate venues, store sizes and mall classifications. Our flexible store format allows us to adapt to available
locations and store footprints quickly with a low investment cost that has delivered attractive returns and short payback
periods. The majority of our stores range from approximately 3,200 to 5,200 square feet with an average size of 4,300 square
feet. Our average net investment for a new store, including inventory, is approximately $100,000. On average, our new
stores are paying back our investment in less than one year based on net operating cash flows for that store and inclusive of
lease commitments. We believe our attractive new store economics, flexible real estate model and disciplined new store

development process allow us to opportunistically expand our store footprint on a profitable basis.

Disciplined Inventory Management. We test the vast majority of all new products on a limited basis prior to a broader roll
out of the best selling items. This proven test-and-reorder strategy serves as the foundation of our merchandising philosophy
and instills discipline in our inventory management. Our ability to interpret the amount of
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merchandise we will be able to sell to our customers by color, classification and size, combined with our vendors' short
production lead time, allows us to respond rapidly to changing trends while reducing markdowns and inventory risk.

Proven Management Team. Allen Weinstein, our President and Chief Executive Officer, Beth Angelo, our Chief
Merchandising Officer and President of Direct Sales, and Richard Walters, our Chief Financial Officer, have an average of
more than 25 years of retail experience, including in design, marketing, sourcing, merchandising and real estate, and have
been instrumental in our strong performance in recent years. In addition, experience and tenure run deep within the Body
Central organization. Our regional and district managers average over 20 years and 10 years of experience, respectively.

We believe we are well positioned to take advantage of opportunities to increase revenues, capture market share and drive net income growth,

including:

Expand Our Store Base. We believe our concept has broad appeal and significant expansion opportunity. With only 209
stores in 23 states as of January 1, 2011, we have considerable opportunity to expand in existing and adjacent markets. We
opened 15 stores in fiscal year 2009 and 27 new stores in fiscal year 2010. We expect to open approximately 30 to 35 new
stores in fiscal year 2011. We have also closed 13 stores, most of which were underperforming, during fiscal years 2009 and
2010 to enhance our overall store performance. We believe we can continue to open new stores at an annual rate of 15% for

the next several years.

Increase Comparable Store Sales and Enhance Brand Awareness. We plan to grow our comparable store sales by
merchandising our stores with the latest fashion trends and maintaining a sharp focus on store level execution through
implementing a district manager training program, building a grading system for stores, sending more floor sets to stores and
almost daily communication with stores. We believe our ability to test products quickly and to rapidly replenish the best
selling items keeps our shopping experience exciting and drives repeat customer visits and purchases. We believe we will be
able to enhance our brand awareness through our continued marketing efforts and in-store experience. In addition, we
believe our extensive catalog distribution helps build our Body Central brand. For example, in fiscal year 2009, we
distributed 10 catalog editions and approximately 20.5 million catalogs totaling approximately 1.4 billion pages to our

customers. Since January 2, 2005, we have distributed 56 catalog editions to our customers.

Expand Operating Margin. As we grow, we believe we can improve our operating margin. We expect to leverage our
infrastructure and buying power and streamline processes through the implementation of our new point-of-sale system and
catalog and warehouse management systems. In addition, we will continue to refine our inventory disciplines and upgrade
information technology to enhance our productivity. We also believe we can enhance our operating margins through further
improvements in our store operations and labor productivity. Finally, we expect to see continued improvements in our new

store economics through our disciplined real estate model.

Grow Our Direct Business. In July 2010, we implemented a new software system for our direct business. This new system
is expected to enhance the potential for growth in our
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direct business, by allowing us to process more orders, offer a more dynamic merchandise presentation on our website and
enhance our marketing efforts by including, among other things, the ability to target specific customer groups. In addition,
we recently implemented a new point-of-sale software system which is expected to increase the synergies between our direct
business and our retail stores.

Products

We offer a broad selection of apparel and accessories targeted to young women who seek the latest fashion styles at value prices. The majority
of our products are sold under our exclusive Body Central® and Lipstick® labels. We also sell a select assortment of branded merchandise,
primarily denim, to complement our exclusive label merchandise.

Our products are presented to emphasize coordinated outfits. Our assortment of tops, dresses, bottoms, jewelry, accessories and shoes fits the
many lifestyles of our customers casual, club, dressy and active. The majority of our products are priced under $20 and we believe represent
real values. We strategically price some of our best selling tops and our jewelry to drive customer traffic. The table below indicates our product
mix as a percentage of net sales in our stores derived from our two major product categories, as of the fiscal year end for each of the years
indicated below:

2007 2008 2009

Apparel 73.4% 75.2% 76.6%
Accessories 26.6 24.8 234
Total 100.0% 100.0% 100.0%

Typically, our direct business features an edited selection of our best selling store merchandise targeted to a slightly broader customer base. We
monitor trends in our stores in order to optimize our direct merchandise offerings.

Merchandising

Our merchandising team seeks to identify current fashion trends and merchandise consistent with our brand image. We do not dictate fashion
trends; rather we focus on quickly adapting to the latest trends to provide the right merchandise at value prices every day. Our merchandising
team consists of our Chief Merchandising Officer, buyers and assistant buyers organized by product category, as well as a team focused on our
direct business. Our merchandising team is responsible for selecting and sourcing our product assortments, managing inventory levels, and
allocating merchandise to stores. We build our product assortments after careful review and consideration and select products that can be
displayed in our stores in a coordinated manner to encourage our customers to purchase complete outfits.

The merchandising team holds weekly meetings to review merchandise performance and to determine new fashion trends. We have access to the
design expertise of numerous designers through our broad vendor base who provide us with hundreds of new styles each week to review. The
merchandising team selects new style items from the styles presented to us and makes necessary changes based on current fashion trends and
preferences of our customer. Before placing an order, every item is evaluated for style, quality and fit to ensure standards consistent with our
Body Central brand. Our vendor relationships provide us the ability to introduce these fashion-right products to our stores quickly. Once in the
stores, our buyers use an array of retail intelligence tools to track the performance of each item and class, and then place appropriate reorders for
popular merchandise.
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Our test-and-reorder strategy enables us to respond rapidly to changing trends. This strategy allows us to minimize our inventory risk by testing
small quantities in our stores before placing larger purchase orders for a broader roll out. Thousands of items are tested throughout the year, but
most of our sales are generated from items that are reordered after successful testing. Our ability to make decisions quickly on successful items
and our vendors' short production lead time increase our speed to market. Therefore, our test-and-reorder strategy enables us to react quickly to
evolving trends and fashion preferences, which minimizes fashion risk and inventory markdowns. We believe this flexible sourcing model
enables us to maintain a smaller percentage of our inventory on clearance.

We do not own or operate any manufacturing facilities and buy our merchandise from third-party vendors on an order-by-order basis. We have
relationships with approximately 240 U.S. vendors. Our top 10 vendors sourced approximately 45% of our merchandise in 2009, with our two
largest vendors each representing approximately 11%. We continue to expand our vendor network, which gives us access to a broad variety of
merchandise from a multitude of designers and vendors at competitive prices. We believe our vendors view us as an important retail partner
given our scale and market position.

We believe our sourcing strategy has been successful because we have a balance of domestic and import production by which our U.S. vendors
supply merchandise to us from both U.S. manufacturers and foreign manufacturers that are located in such countries as China. This strategy
provides us with lead times as short as four to six weeks for domestic purchases and eight to twelve weeks for imports.

Every vendor that supplies our merchandise is required to adhere to our vendor manual, which is designed to ensure that our vendor's business is
conducted in a legal, ethical and responsible manner. Our vendor manual requires that each of our suppliers operates in compliance with
applicable wage, benefit, working hours and other local laws, and forbids the use of practices such as child labor or forced labor. See "Risk
Factors Risks Related to Our Business We may suffer risks if our vendors fail to comply with applicable laws, including a failure to use
acceptable labor practices or if our vendors suffer disruptions in their businesses" for more information.

Sales Channels

We conduct our business through two primary sales channels: retail stores and direct, which consists of the Body Central catalog and our
website, www.bodyc.com. We do not incorporate the information contained on, or accessible through, our website into this prospectus, and you
should not consider it part of this prospectus.

Stores

For fiscal year 2009, our stores generated net sales of $165.3 million, which represented 83.2% of our total net revenues.

As of January 1, 2011, we had 209 retail stores under the names Body Central and Body Shop in 23 states, located primarily in the South,
Mid-Atlantic and Midwest. The majority of our stores range in size from 3,200 to 5,200 square feet, with an average of approximately 4,300
square feet. The stores we opened during fiscal year 2009 achieved annualized sales per store and sales per gross square foot in excess of our
average store sales. Our stores have historically been located in regional malls and lifestyle centers in small, medium and metropolitan markets.

The nature of our fashion merchandise enables us to be successful in markets across hot, warm and cold climates.
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The following store list shows the number of stores we operated in each state as of January 1, 2011:

Number of Number of

State Stores State Stores

Alabama 10  Maryland 5
Arizona 1 Mississippi 4
Arkansas 4 Missouri 4
Delaware 1 North Carolina 13
Florida 33  Ohio 9
Georgia 17  Oklahoma 3
[llinois 9  Pennsylvania 17
Indiana 11 South Carolina 8
Towa 1 Tennessee 8
Kansas 2 Texas 25
Kentucky 5  Virginia 10
Louisiana 9  Total 209

Store Design and Environment

Our stores are designed to effectively present our merchandise and create an exciting atmosphere to draw customers into our store, similar to
fashion boutiques. The stores feature a vibrant look with colorful displays, popular music and aspirational lifestyle photos. Our stores are
constructed to allow us to efficiently shift merchandise displays for each season and major holiday. Our open floor design enables customers to
easily view most of our merchandise. We use a large number of body forms to provide customers with full outfit ideas. Each store's merchandise
presentation, including windows, tables, gondolas and walls, is refreshed every two to three weeks to keep our shopping experience new and
exciting. We believe by constantly changing our products and floor sets with new merchandise, we give our customers a reason to shop our
stores frequently.

We maintain a consistent look in our stores, including signature blue LED storefront signs, blue mosaic tiles on the storefront columns and a
well-lit selling area. High ceilings and slat walls allow us to stock and display our merchandise effectively. We seek site locations that have a
store front of at least 30 feet wide to create an inviting open floor feel, complete with visually appealing glass line presentations.

Site Selection and Store Growth

In selecting a location for a new store, we target malls as well as lifestyle, power and outlet centers in areas with suitable demographics and
where similar fashion retailers have performed well. We have a real estate committee that utilizes a disciplined approach to analyze factors that
include mall productivity, mall-specific competitive environment, average sales of junior retailers and configuration of available space for
potential new store locations. We seek prominent locations in high-traffic areas of the mall and in close proximity to other retailers targeting
juniors and young women as we have found that when we have locations in malls with certain key competitors our net sales in those stores
typically exceed the net sales of stores that are not located in proximity to those key competitors. Our flexible store format allows us to utilize
both new and second-generation retail locations. We also evaluate new store locations based on projected sales and ensure that the capital
investment and estimated store level contribution satisfies our targeted return threshold. We negotiate leases with a variety of term lengths, often
with an early termination right held by us if certain sales goals are not achieved. This store selection strategy is designed to ensure consistent
store performance by adhering
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to a rigorous selection process that ensures each potential site meets our benchmark level of profitability.

We have currently identified a number of potential sites for new stores with appropriate market characteristics. We opened 15 new stores in
fiscal year 2009 and 27 stores in fiscal year 2010. We have also closed 13 stores, most of which were underperforming, from fiscal year 2009
through January 1, 2011 to enhance our overall store performance. In addition, our 2011 plans include opening approximately 30 to 35 stores
with approximately 15% new store growth over the next several years. Our new store model assumes average unit revenue of $850,000 to
$1,100,000 in the first 12 months and an average net initial cash investment of approximately $100,000 which includes $75,000 of average
build-out costs, including equipment and fixtures (net of landlord contributions), and $25,000 of initial inventory (net of payables). Our new
store operating model assumes a less than one year pay back on our investment based on net operating cash flows inclusive of lease
commitments. Stores opened using this model have achieved average pre-tax cash return on investment in excess of 100%. Our fiscal year 2009
new stores, on average, generated unit revenue in excess of $1,000,000 with a cash return in excess of 150% and a payback period of less than
seven months.

We have enhanced our existing store base by relocating or closing underperforming stores that we believed were not profitable or located in
underperforming markets as well as remodeling our older stores. From fiscal year 2005 through fiscal year 2010, we relocated 29 stores and we
remodeled 12 of our older stores.

The table below highlights certain information regarding our new store openings, store closings, relocations and remodels as of the fiscal year
end for each of the years indicated below:

Fiscal Year Ended
2005 2006 2007 2008 2009 2010
Stores at beginning of period 162 163 176 188 180 185
Stores opened during period 8 20 15 6 15 27
Stores closed during period (7) @) 3) (14) (10) 3)
Stores at end of period 163 176 188 180 185 209
Remodeled stores 3 3 2 4 0 0
Relocated stores 3 7 7 5 4 3

Direct

Our direct business consists of Body Central catalogs and our www.bodyc.com website and enables us to reach customers by phone, mail or the
Internet in all states and further build our Body Central brand. For fiscal year 2009, our direct business generated revenues of $33.5 million or
approximately 16.8% of our net revenues.

We currently obtain customer information from both catalog and Internet customers as well as mail and email customer lists that we purchase.
We currently have a database containing approximately 950,000 mailing addresses and approximately 800,000 email addresses.

We have implemented a new system for our direct business, which is expected to enhance our capabilities and support growth. For example, this
system will support a more dynamic presentation of merchandise, allow us to process more orders and enhance our marketing efforts by

including, among other things, the ability to target specific customer groups based on their shopping history and spending habits.
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Catalog

Since the majority of our competitors do not offer a catalog, we believe our Body Central catalog differentiates us from them. We believe our
catalog reinforces the Body Central brand image and drives sales across all of our sales channels. For example, following the delivery of our
catalogs, we have historically experienced an increase in orders on our website. In fiscal year 2009, we distributed 10 catalog editions and
approximately 20.5 million catalogs totaling approximately 1.4 billion pages to our customers. Since January 2, 2005, we have distributed

56 catalog editions to our customers.

All creative work on the Body Central catalog is developed in-house, which we believe allows us to consistently reinforce our brand image.
Photography is shot both on location and in studios, and page layout and copy writing are executed by us. Digital images are transmitted directly
to outside printers, thereby reducing lead times and improving reproduction quality.

Internet

Our customers are able to purchase our merchandise through our website as well as obtain current information on our store locations. Most of
our direct business purchases are made online although often tied to a catalog distribution. As with our catalog, we believe our website
reinforces our Body Central brand.

Marketing and Advertising

Our marketing approach aims to increase customer traffic and build our brand image. We believe one of our strongest marketing pieces is our
Body Central catalog. Additionally, we use email communications, in-store graphics, our website and social networking sites, such as Facebook
and Twitter to achieve our marketing goals. We often coordinate marketing efforts with the malls and shopping centers in which our stores are
located.

We believe that the look and feel of our stores, our in-store graphics, product labeling, customer service and overall shopping experience are
critical to building our brand image. Merchandise is presented with a cohesive marketing theme, often around seasons and holidays, which
unifies the store presentation and emphasizes both on-trend fashions and fashion basics. For example, we display large posters throughout each
store that feature aspirational photos of our models wearing complete Body Central outfits, as well as a large number of body forms featuring
current merchandise.

Distribution

We distribute all of our merchandise from our corporate headquarters in Jacksonville, Florida, which occupies approximately 179,000 square
feet, consisting of approximately 146,000 square feet of warehouse space and approximately 33,000 square feet of office space. All of our
merchandise is received, inspected, managed, stored and distributed through our warehouse. Most of our merchandise is currently pre-ticketed
and pre-assorted by our vendors, which allows us to distribute the merchandise quickly and reduce labor costs. Merchandise is shipped almost
daily to our stores to ensure a steady flow of new inventory. We believe that the capacity of our distribution center is sufficient to support our
expected growth plans for the foreseeable future.

Information Technology Systems

Our information technology systems provide support and information to our management team. We believe our systems provide us with
improved operational efficiencies, scalability, increased management control and timely reporting that allows us to identify and respond to
trends in our
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business. We use a combination of customized and industry-standard software systems to support the following functions:

store point-of-sale;

e-commerce and catalog;

inventory management; and

financial reporting.

We are in the process of investing in and upgrading several of our systems to provide improved support of our current operations and position us
for future growth.

We recently replaced our point-of-sale software system. We expect this upgrade to enhance customer service, improve operational efficiency,
increase management reporting and control and increase synergies between our direct business and our retail stores. Our new system
complements our core functions of purchasing, merchandising, finance and accounting, inventory and order management and warehousing and
distribution. This new system was deployed across all of our stores in advance of the 2010 holiday shopping season.

During July 2010, we upgraded our systems that support our direct business and redesigned our website.
Competition

The specialty-apparel retail market is highly competitive. We compete primarily with other specialty retailers and Internet and catalog
businesses that specialize in women's apparel and accessories targeting customers in their late teens and twenties. We believe the principal basis
upon which we compete is by offering quality, current fashions at value prices. We believe that our success is dependent on are our in-store
experience, our Body Central brand, our current fashions and desirable store locations.

Our success also depends in substantial part on our ability to respond quickly to fashion trends so that we can meet the changing demands of our
customers. We believe our competitors include other specialty retailers such as Forever 21, Wet Seal, rue21, Charlotte Russe and Aéropostale.
Our market is highly competitive and many of these retailers have substantially greater name recognition, as well as financial, marketing, and
other resources, and devote greater resources to the sale of their products than we do. We may face new competitors and increased competition
from existing competitors as we expand into new markets and increase our presence in existing markets.

Intellectual Property

We have registered numerous trademarks with the U.S. Patent and Trademark Office, including Body Central® and Lipstick®. In addition, we
own domain names, including www.bodyc.com, and we own unregistered copyright rights in our website content. We believe our material
trademarks have value, and we protect them against infringement. Our Body Central® trademark is registered until September 2013 when it is
up for renewal. Our Lipstick® trademark is registered until January 2019 when it is up for renewal and our Body Shop® trademark is up for
renewal in December 2015. We will also continue to file new applications as appropriate to protect our intellectual property rights.
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In some regions of the U.S., our stores are located in the same malls and shopping centers as stores operated by a company doing business under
the name The Body Shop®, which is a cosmetics and beauty store. We are not affiliated with this company. In 1991, we granted this company a
license to use our Body Shop trademark which is held by us in connection with retail store services for the sale of women's apparel and apparel
accessories. Under the terms of this license agreement, we granted an exclusive, royalty-free license to the cosmetics and beauty store company
to use our "Body Shop" mark for its business as follows: as a service mark for mail order retail sales of t-shirts and sweatshirts in 49 states and
territories and of other apparel in 38 states and territories; as a service mark for retail store sales of apparel in 38 states and territories; and as a
trademark for apparel in 38 states and territories. This license was non-exclusive as to certain uses and our agreements with this company permit
us to continue to use our "Body Shop" mark in our stores located in Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi,
North Carolina, South Carolina, Tennessee and Texas. We currently operate under the Body Central banner and, in a minority of stores in certain
states, we operate under the Body Shop banner. Our current business is focused on developing the Body Central® and Lipstick® brands and we
are moving away from the use of the Body Shop name in our stores. We currently operate 61 stores under the Body Shop banner, and we expect
that this number will decline as we remodel or update older stores and transition to Body Central signs and banners.

Regulation and Legislation

We are subject to labor and employment laws, laws governing advertising and promotions, privacy laws, safety regulations, consumer protection
regulations and other laws that regulate retailers and govern the promotion and sale of merchandise and the operation of stores and warehouse
facilities. We monitor changes in these laws and believe that we are in material compliance with applicable laws.

Insurance

We use a combination of insurance and self-insurance for a number of risk management activities, including workers' compensation, general
liability, automobile liability and employee-related health care benefits, a portion of which is paid by the employees. We evaluate our insurance
requirements on an ongoing basis to maintain adequate levels of coverage.

Properties

We do not own any real property. All of our properties are leased. Our executive offices, warehouse and distribution center are located in an
approximately 179,000 square foot facility in Jacksonville, Florida. This facility is leased under a lease agreement expiring in 2016. Of the
approximately 179,000 square feet in the facility, approximately 146,000 square feet are dedicated to warehouse space and distribution. We
believe that our Jacksonville facility will be able to meet our growth plans for the foreseeable future, although we may from time to time lease
new facilities or vacate existing facilities as our operations require.

As of January 1, 2011, we had 209 retail stores in 23 states, located primarily in the South, Mid-Atlantic and Midwest. All of our stores are
leased from third parties, and the leases typically have terms of five to ten years. Some of our leases have early termination clauses, which
permit the lease to be terminated by us if certain sales levels are not met in specific periods or if a shopping center does not meet specified
occupancy standards. In addition to future minimum lease payments, most of our store leases provide for additional rental payments based on
our achieving specified net sales and many provide for additional payments associated with common area maintainence, real estate, taxes and
insurance. In addition, many of our lease agreements have defined escalating rent provisions over the initial term and extensions.

72

19



Edgar Filing: ExOne Co - Form 8-K

Table of Contents
Employees

As of January 10, 2011, we had approximately 2,440 total employees. Out of our total employees, approximately 120 were based at our
corporate headquarters in Jacksonville, Florida, and approximately 2,320 were store employees. We had approximately 730 full-time employees
and approximately 1,710 part-time employees, who are primarily store employees. None of our employees are represented by a labor union, and
we have had no labor-related work stoppages as of January 10, 2011. Our relationship with our employees is a key to our success, and we
believe that relationship is strong.

Seasonality

Our business is seasonal in nature reflecting increased demand during the year-end holiday season, other holidays, such as Easter, the beginning
of Spring and peak shopping periods, such as the back-to-school season. As a result of this seasonality and generally because of variation in
consumer spending habits, we experience fluctuations in net revenues and working capital requirements during the year. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations Quarterly Results and Seasonality Seasonality" for more information.

Legal Proceedings
We are subject to various legal proceedings and claims, including employment claims, wage and hour claims, intellectual property claims,
contractual and commercial disputes and other matters that arise in the ordinary course of our business. While the outcome of these and other

claims cannot be predicted with certainty, we do not believe that the outcome of these matters will have a material adverse effect on our
business, results of operations or financial condition.

Privacy Policy

In the course of our business, we collect information about our customers, including customer data submitted to us in connection with purchases
of our products at stores as well as from our direct business. We respect the privacy of our customers and take steps to safeguard the
confidentiality of the information that they provide to us.
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MANAGEMENT
Executive Officers and Directors

Below is a list of our executive officers and directors and their respective ages and positions as of January 10, 2011 and a brief account of the
business experience of each of them. Our board of directors consists of eight members.

Name Age Position

B. Allen Weinstein 64 President, Chief Executive Officer and Director

Beth R. Angelo 43  Chief Merchandising Officer, Executive Vice President, President of Direct Sales and
Director

Richard L. Walters 58 Executive Vice President, Treasurer and Chief Financial Officer

Martin P. DoolanV®® 70 Chairman of the Board of Directors

Scott M. GallinV® 38 Director

John K. Haley"® 59 Director

Jerrold S. Rosenbaum 74  Director

Carlo A. von Schroeter®® 47 Director

John H. Turner 50 Director

(eY]
Member of our audit committee.

2
Member of our compensation committee.

3)
Member of our nominating and governance committee.

Executive Officers

B. Allen Weinstein, 64, has been our President and Chief Executive Officer since August 2009. He joined our board of directors in June 2010.
Prior to joining us, Mr. Weinstein served in various senior management positions with The Cato Corporation, a specialty retailer of women's
apparel, from 1997 to 2009, including as Executive Vice President-Chief Merchandising Officer of The Cato Corporation, from 2005, and
Executive Vice President, Chief Merchandising Officer of The Cato Division, from 1997. From 1995 to 1997, Mr. Weinstein was Senior Vice
President-Merchandising of Catherines Stores Corporation, a specialty retailer of women's apparel. From 1981 to 1995, he served as Senior Vice
President of Merchandising of Bealls, Inc., a retailer of apparel and home merchandise. Since January 2010, Mr. Weinstein has served on the
board of directors and compensation committee of Destination Maternity Corporation, a Nasdag-listed retailer of maternity apparel. He received
a B.B.A. degree in finance in 1970 from the University of Houston. Mr. Weinstein brings to our board of directors almost 30 years of experience
in apparel retailing.

Beth R. Angelo, 43, has served as our Chief Merchandising Officer and Executive Vice President since 2008. Before the 2006 Transaction she
had served the company in various capacities since 1994 and was Chief Merchandising Officer from 1996 through the 2006 Transaction.

Ms. Angelo left the role as Chief Merchandising Officer in May 2007, but returned to that position in January 2008. She has also served as our
President of Direct Sales since 2005, a position which she continued between May 2007 and January 2008 and through present day. She has
served as a member of our board of directors since October 2006. Ms. Angelo also served as the sportswear merchant for Venus Swimwear, a
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1989 from the University of Florida and an M.B.A. degree in
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1994 from Northwestern University's Kellogg Graduate School of Management. Beth Angelo serves on the Executive Advisory Board for the
David F. Miller Center for Retail Education and Research at the University of Florida. Ms. Angelo brings to our board of directors experience in
apparel retailing, including her recent 19 years in specialty retailing of women's clothing and accessories, and valuable expertise in
merchandising and marketing. Ms. Angelo is Jerrold Rosenbaum's daughter.

Richard L. Walters, 58, has served as our Executive Vice President, Treasurer and Chief Financial Officer since January 2007. From 2001 until
2006, Mr. Walters was the Chief Financial Officer of Hearing Healthcare Management, Inc., a retailer of hearing products and services, in
Columbus, Ohio. Prior to that, from 1985 until 2000, Mr. Walters served as Vice-President of Finance of Value City Department Stores, Inc., a
discount department store chain with more than 150 stores. Mr. Walters received a B.S. degree in accounting in 1975 from the Ohio State
University and his CPA license in 1978.

Directors

The following information pertains to the directors (other than Mr. Weinstein and Ms. Angelo who are described under "Executive Officers"),
their ages, principal occupations and other directorships for at least the last five years and information regarding their specific experience,
qualifications, attributes or skills. In selecting directors, we consider factors that are in our best interests and those of our stockholders, including
diversity of backgrounds, experience and competencies that our board of directors desires to have represented. These competencies include:
independence; adherence to ethical standards; the ability to exercise business judgment; substantial business or professional experience and the
ability to offer our management meaningful advice and guidance based on that experience; ability to devote sufficient time and effort to his or
her duties as a director; and any other criteria established by our board of directors together with any core competencies or technical expertise
necessary for our committees. We believe that each director possesses these qualities and has demonstrated business acumen and an ability to
exercise sound judgment, as well as a commitment of service to us and to our board of directors.

Martin P. Doolan, 70, has served as a member of our board of directors since October 2006 and became Chairman of our board of directors
upon the completion of our initial public offering in October 2010. Mr. Doolan is the founder and currently the Chairman and Chief Executive
Officer of Multitech Enterprises, Inc., a firm specializing in providing management expertise to companies with underperforming earnings.

Mr. Doolan previously worked for Value City Department Stores, Inc., an off-price department store chain, in various capacities, including Vice
Chairman and member of the board of directors from July 1998 to January 2002, and as the President and Chief Executive Officer from July
1997 until July 1999. This included responsibilities as the Chief Executive Officer of DSW Shoe Warehouse, Inc., a subsidiary of Value City
Department Stores, Inc. and a retailer of specialty footwear. Prior to that, Mr. Doolan served as the Chief Executive Officer of Delstar
Technologies, Inc., a private company and a manufacturer of thermoplastic nets and laminates for water, air and oil filtration, from June 1995
until June 1997, the Chief Executive Officer of Bestop, Inc., a manufacturer of automotive parts and accessories, from October 1987 until June
1995 and the Chief Executive Officer of Pilliod Furniture, Inc., a manufacturer of wood household furniture, from 1985 until 1987. Mr. Doolan
has served on the board of directors and audit committee of Lectrus Inc., a private company and manufacturer of electrical systems and metal
enclosures, since January 2007, the board of directors, audit and compensation committees of Radiac Abrasives, Inc., a manufacturer of abrasive
products, from February 2007 until June 2009 and as Chairman of the board of directors of Delstar Technologies, Inc. since June 1995. He
previously served on the board of directors of American Eagle Outfitters, Inc., a public company and specialty apparel retailer traded on the New
York Stock Exchange, from June 1994 until June 2004. Mr. Doolan received a B.A. degree in Business from Dallas Baptist University and
associate degrees in electronics engineering from the RCA Institute and the City
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University of New York. Mr. Doolan brings to our board of directors over 30 years of executive business experience, including many in the
retail industry.

Scott M. Gallin, 38, has served as a member of our board of directors since October 2006. Mr. Gallin has been a managing director of
PineBridge Investments, a multi-strategy investment manager, since 2002. Additionally, Mr. Gallin is an adjunct professor of finance and
economics at Columbia Business School, where he has taught courses since 2003 on private equity. He has also previously taught at the
University of California, Berkeley's Haas School of Business and at the Tsinghua University in Beijing, China. Mr. Gallin has served on the
board of directors, and sits on the audit and compensation committees, of Flash Global Logistics, a global supply logistics company, a private
company, since April 2007. Mr. Gallin previously served on the boards of directors of Faith Media Holdings, a book publisher, from June 2006
to December 2006, Best Brands Corp., a distributor and manufacturer of baking products, from December 2006 to March 2009, where he was
also a member of the compensation committee, Everest Connections, a broadband communications company, from June 2006 to February 2008,
where he served on the audit and compensation committees, Medispectra Inc., a medical device company, from February 2007 to June 2007, and
Legendary Pictures, a motion picture production company, from June 2009 to September 2010, each a private company. Prior to joining
PineBridge, he worked for Kluge & Co., an affiliate of Metromedia Company that is responsible for executing and managing venture-stage,
growth equity and buyout transactions. Mr. Gallin received B.A. and M.A. degrees in 1995 from the University of Pennsylvania and an M.B.A.
degree in 2002 from Columbia Business School. He was awarded a Fulbright Scholarship in 1995. As a professor and a professional with more
than 14 years of experience in the private equity sector and with experience serving on numerous boards and committees, Mr. Gallin brings to
our board of directors a unique perspective and strong financial and business acumen.

John K. Haley, 59, became a member of our board of directors and chair of our audit committee upon the completion of our initial public
offering in October 2010. From 1988 through September 2009, Mr. Haley was a partner of the international accounting firm of Ernst &
Young LLP, where he worked for more than 30 years. Mr. Haley served nearly 20 years in Ernst & Young's audit practice and from 1998 until
his retirement in 2009 served in a number of leadership roles in the firm's transaction advisory services group. Mr. Haley has served since
September 2009 as a director of General Growth Properties, Inc., a landlord to approximately 31 of our stores. Mr. Haley has over 30 years of
financial experience in the audit and transaction services industry.

Jerrold S. Rosenbaum, 74, is our founder and has served as a member of our board of directors since October 2006. Before the 2006
Transaction, Mr. Rosenbaum served the company in various capacities since 1972 and was our President, Chief Executive Officer and Chairman
of our board of directors at the time of the 2006 Transaction, after which he served as Vice Chairman of our board of directors. He received a
B.S. degree in Business Administration in 1958 from the University of Florida. As our former Chief Executive Officer and a founder,

Mr. Rosenbaum brings significant historical knowledge about our merchandise, marketing and relationships with suppliers. Mr. Rosenbaum is
Beth R. Angelo's father.

Carlo A. von Schroeter, 47, has served as a member of our board of directors since 2006. Mr. von Schroeter is a managing partner of WestView
Capital Partners, L.P., a private equity group with over $500 million in assets under management, which he co-founded in 2004. Prior to
founding WestView, Mr. von Schroeter was a general partner at Weston Presidio from 1992 to 2003, a private equity fund that manages
approximately $3.3 billion in capital. Mr. von Schroeter serves on the boards of directors of numerous private companies, including Advanced
Technology Services, Inc., a provider of service solutions to manufacturers, since January 2008, SpectorSoft Corporation, a provider of
PC/Internet monitoring products, since July 2008, OneNeck IT Services Corporation, a hosting and managed services
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provider, since June 2006, Ruffalo CODY, a fundraising and enrollment services and software provider, since June 2009 and Peerless Industrial
Group, a manufacturer of industrial chains, since May 2010. Additionally, he serves on the audit and compensation committees of Advanced
Technologies, Inc. and SpectorSoft Corporation and has previously served on the compensation committee of Radiac Abrasives, Inc. from
February 2007 until July 2009. Mr. von Schroeter is also a member of the board of directors of the New England Venture Capital Association, a
non-profit organization. He received a B.A. degree in mechanical engineering in 1986 from Queen's University in Canada and an M.B.A. degree
in 1990 from Harvard Business School. Mr. von Schroeter brings to our board of directors strategic insight and experience with his long career
in private equity and investing in growing middle market companies for over 20 years.

John H. Turner, 50, has served as a member of our board of directors since October 2006. Mr. Turner is a general partner of WestView Capital
Partners, L.P., where he has been investing and managing portfolio investments since 2004. Prior to joining WestView, Mr. Turner managed
$650 million in investment funds as a general partner at Norwest Mezzanine Partners and was a managing partner at Triumph Capital, a private
equity group. Mr. Turner has served on the board of directors of Titan Fitness, a private company and health club chain operator, since January
2007. Additionally, he previously served on the board of directors and audit committee of Radiac Abrasives, Inc., a private company and
manufacturer of abrasive products, from February 2006 until July 2009. Mr. Turner received a B.A degree in economics in 1982 from the
University of New Hampshire and an M.B.A. degree in 1987 from the University of Pennsylvania's Wharton School. Mr. Turner brings to our
board of directors over 20 years experience investing across all tranches of the capital structure including senior debt, mezzanine debt and
equity.

Board Composition and Election of Directors
Board Composition

Our business and affairs are managed under the direction of our board of directors. Our board of directors consists of eight members. Our
by-laws provide that our board of directors will be fixed from time to time by resolution adopted by the affirmative vote of a majority of the total
directors then in office.

Our board of directors is divided into three classes, with each director serving a three-year term and one class being elected at each year's annual
meeting of stockholders. Messrs. von Schroeter, Turner and Gallin serve as Class I directors, with an initial term expiring in 2011.

Messrs. Rosenbaum and Weinstein and Ms. Angelo serve as Class II directors, with an initial term expiring in 2012. Messrs. Doolan and Haley
serve as Class III directors, with an initial term expiring in 2013.

Upon expiration of the term of a class of directors, directors for that class will be elected for a new three-year term at the annual meeting of
stockholders in the year in which the term expires. Each director's term is subject to the election and qualification of his successor, or his earlier
death, resignation or removal. Any vacancies on our board of directors may be filled only by the affirmative vote of a majority of the directors
then in office. Any increase or decrease in the number of directors will be distributed among the three classes so that, as nearly as possible, each
class will consist of one-third of the directors. This classification of our board of directors will make it more difficult for a third party to acquire
control of our company.

Director Independence

The rules of The Nasdaq Global Market require that our board be comprised of a majority of "independent directors" and that the audit
committee, compensation committee and nominating and
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corporate governance committee each be comprised solely of "independent directors," as defined under applicable Nasdaq rules.

Our board of directors has determined that Messrs. Doolan, Haley, Turner, von Schroeter and Gallin each qualify as an independent director
under the corporate governance rules of The Nasdaq Global Market. In making these determinations, our board of directors affirmatively
determined that Messrs. von Schroeter and Turner, who are affiliated with WestView, and Mr. Gallin, who is affiliated with PineBridge, our
largest stockholders, do not have a relationship that would interfere with the exercise of independent judgment in carrying out the
responsibilities of a director. In addition, our board of directors affirmatively determined that Mr. Haley does not have any relationship that
would interfere with the exercise of independent judgment in carrying out the responsibilities of a director. In making this determination our
board of directors considered that Mr. Haley sits on the board of directors of General Growth Properties, Inc., a landlord to approximately 31 of
our stores.

Board Committees

Our board of directors has established an audit committee, a compensation committee and a corporate governance and nominating committee.
The composition and responsibilities of each committee are described below. Members will serve on these committees until their resignation or
until otherwise determined by our board of directors.

Audit Committee
Our audit committee consists of Messrs. Haley, Doolan and Gallin. Mr. Haley is the chairperson of our audit committee. Our audit committee

has responsibility for, among other things:

selecting and hiring our independent registered certified public accounting firm and approving the audit and non-audit
services to be performed by our independent registered certified public accounting firm;

evaluating the qualifications, performance and independence of our independent registered certified public accounting firm;

monitoring the integrity of our financial statements and our compliance with legal and regulatory requirements as they relate
to financial statements or accounting matters;

reviewing the adequacy and effectiveness of our internal control policies and procedures;

discussing the scope and results of the audit with the independent registered certified public accounting firm and reviewing
with management and the independent registered certified public accounting firm our interim and year-end operating results;

and

preparing the audit committee report required by the SEC to be included in our annual proxy statement.

The SEC and the Nasdaq Marketplace Rules require us to have all independent audit committee members within one year of the date of listing.
We expect to have an entirely independent audit committee within one year from October 14, 2010. Our board of directors has affirmatively
determined that Messrs. Haley and Doolan meet the definition of "independent directors" for purposes of serving on an audit committee under
applicable SEC and the Nasdaq Marketplace Rules. Our board of directors has also determined that Mr. Gallin does not meet the criteria for
independence for purposes of serving on our audit committee set forth in Rule 10A-3 of the Exchange Act because he is
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deemed an affiliated person of Body Central based upon his association with PineBridge, one of our largest stockholders. In addition, Mr. Haley
qualifies as our "audit committee financial expert."

Our board of directors has adopted a written charter for our audit committee, which is available on our website at www.bodyc.com.
Compensation Committee

Our compensation committee consists of Messrs. Doolan, Gallin and von Schroeter. Mr. von Schroeter is the chairperson of our compensation
committee. The compensation committee is responsible for, among other things:

reviewing and approving compensation of our executive officers including annual base salary, annual incentive bonuses,
specific goals, equity compensation, employment agreements, severance and change-in-control arrangements and any other

benefits, compensation or arrangements;

reviewing succession planning for our executive officers;

reviewing and recommending compensation goals, bonus and stock compensation criteria for our employees;

determining the compensation of our directors;

reviewing and discussing annually with management our "Compensation Discussion and Analysis" disclosure required by
SEC rules;

preparing the compensation committee report required by the SEC to be included in our annual proxy statement; and

administrating, reviewing and making recommendations with respect to our equity compensation plans.

Our board of directors has adopted a written charter for our compensation committee, which is available on our website at www.bodyc.com.
Corporate Governance and Nominating Committee

Our corporate governance and nominating committee consists of Messrs. Doolan, Haley and von Schroeter. Mr. von Schroeter is the chairperson
of our corporate governance and nominating committee.

The corporate governance and nominating committee is responsible for, among other things:

assisting our board of directors in identifying prospective director nominees and recommending nominees for each annual
meeting of stockholders to our board of directors;

reviewing developments in corporate governance practices and developing and recommending governance principles
applicable to our board of directors;
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overseeing the evaluation of our board of directors and management; and

recommending members for each board committee of our board of directors.

Our board of directors has adopted a written charter for our corporate governance and nominating committee, which is available on our website

at www.bodyc.com.
Compensation Committee Interlocks and Insider Participation

During the last fiscal year, Messrs. Doolan, Gallin and von Schroeter served on our compensation committee. Messrs. Gallin and von Schroeter
both have relationships with us that require disclosure under Item 404 of Regulation S-K under the Exchange Act. See "Certain Relationships
and Related Party Transactions" for more information.

During the past fiscal year, none of our executive officers served as a member of the board of directors or compensation committee, or other
committee serving an equivalent function, of any entity that has one or more executive officers who served as members of our board of directors
or our compensation committee. None of the members of our compensation committee is an officer or employee of our company, nor have they
ever been an officer or employee of our company.

Code of Business Conduct and Ethics

Our code of business conduct and ethics applies to all of our employees, officers and directors, including those officers responsible for financial
reporting. Our code of business conduct and ethics is available on our website at www.bodyc.com. Any amendments to the code, or any waivers
of its requirements, will be disclosed on our website.

Board Leadership Structure and Board's Role in Risk Oversight

Mr. Doolan, a non-employee, independent director, serves as Chairman of our board of directors. We support separating the position of Chief
Executive Officer and Chairman to allow our Chief Executive Officer to focus on our day-to-day business, while allowing the Chairman to lead
our board of directors in its fundamental role of providing advice to, and independent oversight of, management. Our board of directors
recognizes the time, effort and energy that the Chief Executive Officer is required to devote to his position as well as the commitment required
to serve as our Chairman, particularly as our board of directors' oversight responsibilities continue to grow. Our board of directors also believes
that this structure ensures a greater role for the independent directors in the oversight of our company and active participation of the independent
directors in setting agendas and establishing priorities and procedures for the work of our board of directors.

While our by-laws and corporate governance guidelines do not require that our Chairman and Chief Executive Officer positions be separate, our
board of directors believes that having separate positions and having an independent outside director serve as Chairman is the appropriate
leadership structure for us at this time and demonstrates our commitment to good corporate governance.

Risk is inherent with every business and we face a number of risks as outlined in the "Risk Factors" section of this prospectus. Management is
responsible for the day-to-day management of risks we face, while our board of directors, as a whole and through its audit committee, is
responsible for overseeing our management and operations, including overseeing its risk assessment and risk management functions. Our board
of directors has delegated responsibility for reviewing our policies with respect to risk assessment and risk management to our audit committee
through its charter. Our board of directors has determined that this oversight responsibility can be most efficiently performed by our audit
committee as part of its overall responsibility for providing independent, objective oversight with
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respect to our accounting and financial reporting functions, internal and external audit functions and systems of internal controls over financial
reporting and legal, ethical and regulatory compliance. Our audit committee will regularly report to our board of directors with respect to its
oversight of these important areas.

Compensation Policies and Practices and Risk Management

We consider, in establishing and reviewing our compensation philosophy and programs, whether such programs encourage unnecessary or
excessive risk taking. Base salaries are fixed in amount and consequently we do not see them as encouraging risk taking. Employees are also
eligible to receive a portion of their total compensation in the form of annual cash bonus awards. While the annual cash bonus awards focus on
achievement of annual goals and could encourage the taking of short-term risks at the expense of long-term results, the Company's annual cash
bonus awards represent only a portion of eligible employees' total compensation and are tied to both corporate performance measures and
individual performance. We believe that the annual cash bonus awards appropriately balance risk with the desire to focus eligible employees on
specific goals important to our success and do not encourage unnecessary or excessive risk taking.

We also provide named executive officers and other senior managers long-term equity awards to help further align their interests with our
interests and those of our stockholders. We believe that these awards do not encourage unnecessary or excessive risk taking since the awards are
generally provided at the beginning of an employee's tenure or at various intervals to award achievements or provide additional incentive to
build long-term value and are subject to vesting schedules to help ensure that executives and senior managers have significant value tied to our
long-term corporate success and performance.

We believe our compensation philosophy and programs encourage employees to strive to achieve both short- and long-term goals that are
important to our success and building stockholder value, without promoting unnecessary or excessive risk taking. We have concluded that our
compensation philosophy and practices are not reasonably likely to have a material adverse effect on us.

Director Compensation

In connection with our initial public offering in October 2010, we revised our director compensation structure. Our executives who are members
of our board of directors do not receive compensation from us for their service on our board of directors. Only those directors who are
non-executives are eligible to receive compensation from us for their service on our board of directors. Our non-executive directors are paid:

a base annual retainer of $25,000 in cash;

an additional $1,000 in cash to the members of the audit, compensation and nominating and corporate governance
committees for each meeting attended;

an additional annual retainer of $10,000 in cash to the chair of the audit committee;

an additional annual retainer of $5,000 in cash to the chair of the compensation committee and the corporate governance and
nominating committee; and

an additional annual retainer of $25,000 in cash to the chairperson of our board of directors.
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We pay Mr. Rosenbaum $1,000 in cash per day for each real-estate site visit to assess store locations and $25,000 per year for his assessment
and review of potential store locations. These amounts are not tied to his service on our board of directors and are in addition to his $25,000
annual retainer as a member of our board of directors.

We also provide certain non-executive directors with equity compensation for service on our board of directors and committees and we
reimburse directors for reasonable expenses incurred to attend meetings of our board of directors or committees.

The following table sets forth information regarding the compensation of our non-executive directors for their service on our board of directors
for fiscal year 2010.

Fees Earned or Paid in Cash
Name $) Option Awards ($)¥  Total ($)

Martin P. Doolan® $ 11,598 $ 51,891 $ 63,489
Scott M. Gallin $ 6,299 $ $ 6,299
John K. Haley $ 8,418 $ 25942 $ 34,360
Jerrold S. Rosenbaum $ 5299 $ $ 5,299
Carlo A. von Schroeter $ 6,359 $ $ 6,359
John H. Turner $ 5,299 $ $ 5,299

(1)
For stock options granted, the value set forth is the full grant date fair value, in accordance with FASB ASC 718. Valuation assumptions used to
determine the fair value of the option awards are described below:

Risk-free interest rates 1.2%
Expected dividend yield 0%
Expected volatility 69.5%
Weighted average expected term 5.5 years

2
Fees are paid to the Doolan Family First Limited Partnership, of which Mr. Doolan is managing general partner, in lieu of payment to Mr. Doolan
directly.

The following table summarizes the outstanding equity awards held by our non-employee directors as of the end of fiscal year 2010:

Option Awards
Number of Number of
Securities Securities

Underlying Underlying Option

Unexercised Unexercised Exercise Option

Options (#) Options (#) Price Expiration
Name Exercisable Unexercisable $) Date
Martin P. Doolan 6,667 § 13.00 10/14/20
John K. Haley 3,333@  § 13.00 10/14/20

@)
Options granted were to the Doolan Family First Limited Partnership, of which Mr. Doolan is managing general partner, and is therefore deemed to
beneficially own the options held by it. These options vest in full on October 14, 2011.

@)
Options vest in full on October 14, 2011.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The purpose of this compensation discussion and analysis section is to provide information about the material elements of compensation that are
paid, awarded to, or earned by, our "named executive officers," who consist of our principal executive officer, principal financial officer and our
other most highly compensated executive officer. We do not have any other executive officers. For fiscal year 2010, our named executive
officers, were:

Allen Weinstein, President, Chief Executive Officer and Director;

Beth Angelo, Chief Merchandising Officer, Executive Vice President, President of Direct Sales and Director; and

Richard Walters, Executive Vice President, Treasurer and Chief Financial Officer.
Historical Compensation Decisions

Prior to our initial public offering on October 14, 2010, we were a privately held company with a relatively small number of stockholders,
including our principal stockholders, WestView and PineBridge. As a result, we were not previously subject to any stock exchange listing or
SEC rules requiring a majority of our board of directors to be independent or relating to the formation and functioning of board committees,
including audit, compensation and nominating committees. Most, if not all, of our prior compensation policies and determinations, including
those made for fiscal year 2010, have been the product of discussions between our Chief Executive Officer and our compensation committee
existing prior to our initial public offering.

Our compensation committee will review our existing compensation approach to determine whether such approach is appropriate given that we
are now a public company. Accordingly, the compensation paid to our named executive officers for fiscal year 2010 is not necessarily indicative
of how we will compensate our named executive officers in the future.

Compensation Philosophy and Objectives

Our compensation committee reviews and approves the compensation of our named executive officers and oversees and administers our
executive compensation approach and initiatives. We believe that our executive compensation approach motivates our named executive officers
by balancing fixed versus variable payments and cash payments versus equity awards. Our executive compensation approach is based upon a
philosophy that is designed to:

attract and retain talented and experienced executives in our industry;

reward executives whose knowledge, skills and performance are critical to our success;

align the interests of our executive officers and stockholders by motivating executive officers to increase stockholder value
and rewarding executive officers when stockholder value increases; and

recognize the contributions each executive officer makes to our success.

The compensation committee meets outside the presence of all of our named executive officers to consider appropriate compensation for our
Chief Executive Officer. For all other named executive officers, the compensation committee meets outside the presence of all named executive
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Historically, compensation has been highly individualized, the result of arm's-length negotiations and based on a variety of informal factors
including, in addition to the factors listed above, our financial condition and available resources, our need for a particular position to be filled
and the compensation levels of our other executive officers. In addition, we informally considered the competitive market for corresponding
positions within the specialty retail apparel industry. This informal consideration was based on the general knowledge possessed by members of
our compensation committee and our Chief Executive Officer regarding the compensation given to some of the executive officers of other
companies in our industry through informal benchmarking. In the case of Mr. Weinstein's compensation, the compensation committee also
conducted informal benchmarking against the competitive market and relied on the recommendation of the search firm hired to fill the Chief
Executive Officer position. As a result, our compensation committee historically has applied its discretion to make compensation decisions and
set the compensation for each named executive officer on an individual basis.

Our Chief Executive Officer will review annually with the compensation committee each named executive officer's performance and
recommend appropriate base salary, cash performance awards and grants of equity incentive awards. Based upon the recommendations from our
Chief Executive Officer and in consideration of the objectives described above and the principles described below, the compensation committee
will approve the annual compensation packages of our named executive officers other than our Chief Executive Officer. The compensation
committee or the full board of directors, upon recommendation of the compensation committee, will also annually analyze our Chief Executive
Officer's performance and determine his base salary, cash performance awards and grants of equity incentive awards based on its assessment of
his performance.

Elements of Compensation
Our current executive compensation approach, which was set by our compensation committee with input from our Chief Executive Officer,

consists of the following components:

base salary;

annual cash incentive awards linked to corporate and individual performance;

periodic grants of stock options; and

other executive benefits and perquisites.

Executive compensation includes both fixed compensation (base salary, benefits and executive perquisites) and variable compensation (annual
bonus and stock option grants). Each component is linked to one or more of the compensation philosophy objectives listed above. The fixed
compensation is designed to induce talented executives to join or remain with our company.

Variable cash incentive awards are tied specifically to the achievement of our annual financial objectives and individual performance. Bonus
amounts generally relate to the scope of responsibility for each named executive officer. Our bonus awards are designed to align each executive's
annual goals for his or her respective area of responsibility with the financial goals of the entire business.

The other element to variable compensation is stock option awards. Our 2006 Equity Incentive Plan was adopted by our board of directors to
award stock options to executive officers and other key employees. Prior to our initial public offering, the grants awarded had no public market
and no certain opportunity for liquidity until the completion of our initial public offering, making them inherently long-term compensation. The
awards have been used to motivate executives and employees to individually and collectively build long-term stockholder value. In connection
with our initial public
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offering, we amended and restated our equity incentive plan, which became effective upon completion of our initial public offering.

The compensation committee has engaged Mercer (US) Inc., a compensation consulting firm, to evaluate our fiscal 2011 compensation
packages.

Base Salary

Historically, base salary has been the primary component of our compensation packages as it provides a constant and consistent source of
income to our named executive officers. The base salary established for each of our named executive officers is intended to reflect each
individual's professional responsibilities, the skills and experience required for the job, their individual performance, business performance and a
competitive salary based on market comparables.

Typically, base salaries are reviewed annually by our compensation committee with input from our Chief Executive Officer, for base salaries
other than the Chief Executive Officer, and may be increased depending on business circumstances and individual situations. In past years, our
compensation committee determined base salaries partially based on our named executive officers' experience in the industry with reference to
the base salaries of similarly situated executives in other companies of similar size and stage of development operating in the specialty retail
apparel industry, such as rue21, Wet Seal, Charlotte Russe, Zumiez and CitiTrends. This determination is informal and based primarily on the
general knowledge of our Chief Executive Officer and compensation committee members of the practices within our industry. With this
information, the compensation committee sets the salary levels for each named executive officer and determines whether to award a salary
increase.

In fiscal year 2010, our named executive officers received the following in annual base salary: $400,000 for Mr. Weinstein (of which he
received $382,692 based on his salary increase described in the paragraph below); $350,000 for Ms. Angelo and $304,200 for Mr. Walters.

In 2010, Mr. Weinstein received a salary increase from $350,000 to $400,000 to align his base salary with that of similarly situated chief
executive officers. There were no other salary increases or decreases in 2010. Effective March 1, 2011, Mr. Walters' base salary will be
increased to $350,000.

Our compensation committee, with input from the Chief Executive Officer, will annually review base salaries and set salaries for the fiscal year
that are competitive and aim to retain our executives. The salaries may be set based on recommendations by compensation consultants, formal
benchmarking against a particular set of comparable companies or survey data.

Bonus Awards

Our compensation committee, with input from our Chief Executive Officer other than for his own bonus, determines annual cash bonus awards
to our named executive officers. The annual cash bonuses are intended to reward the achievement of corporate objectives linked to our financial
results. We believe that our bonus awards help us attract and retain qualified and highly skilled executives and reward and motivate named
executive officers who have had a positive impact on corporate results.

Historically, on an annual basis, our compensation committee typically has set aside a bonus pool for executive officers and key employees with
bonuses paid out, if at all, based on positive financial performance and at the compensation committee's sole discretion. Each named executive
officer is eligible to receive a bonus award from the bonus pool, based on his or her position with our company and the compensation
committee's determination of the officer's individual contribution to our financial performance. The bonus percentages were not established in
advance, but were based on achievement of strong financial performance and the individual's contribution to the achievement of corporate
performance, with full discretion to award any bonus resting with the compensation committee.
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For fiscal year 2010, the compensation committee established a bonus plan for executive officers and key employees based on EBITDA targets.
Each of our named executive officers is eligible to receive a bonus award from the bonus pool based on (1) achievement of the EBITDA target,
(2) his or her position with the company and (3) his or her relative contribution to the achievement of the EBITDA target. The awards may be
adjusted upward or downward based on the compensation committee's determination of an individual's contribution to the achievement of the
EBITDA targets. We expect the bonus plan to work on a sliding scale in which executives will be able to share in any financial upside and forgo
full bonus awards in the case of financial downside. For example, under this bonus plan:

if we achieve $18.5 million of EBITDA, the executive officers and key employees will share in the bonus pool;

if we achieve over $18.5 million of EBITDA, the bonus pool will increase proportionately with the increase in EBITDA and
similarly if we fail to achieve $18.5 million of EBITDA, our bonus pool will decrease proportionately; and

if we achieve $14.8 million of EBITDA or less, no bonus amounts will be awarded.

In future years we expect our bonus awards to operate similarly to the 2010 bonus plan with net income rather than EBITDA as the metric by
which our corporate performance is measured for bonus plan purposes. We expect target bonuses, reflected as a percentage of base salary, to be
set at the beginning of each fiscal year measured against pre-determined net income targets and that bonuses will be awarded based on
achievement of those targets while considering the individual's contribution to our performance.

We granted Mr. Walters a one time discretionary bonus totaling $20,000 upon completion of our initial public offering to reward Mr. Walters for
his work on that offering. In addition, we awarded Mr. Weinstein, Mr. Walters and Ms. Angelo amounts under the terms of our success bonus
plan upon completion of our initial public offering. See " Success Bonus Plan" for more information.

Equity-Based Compensation

Our compensation committee believes that equity-based compensation is an important component of our executive compensation approach and
that providing a significant portion of our named executive officers' total compensation package in equity-based compensation aligns the
incentives of our named executive officers with the interests of our stockholders and with our long-term corporate success. Additionally, our
compensation committee believes that equity-based compensation awards enable us to attract, motivate, retain and adequately compensate
executive talent. To that end, we have awarded equity-based compensation in the form of options to purchase shares of our common stock. Our
compensation committee believes stock options provide our named executive officers with a significant long-term interest in our success by
rewarding the creation of stockholder value over time.

Generally, each named executive officer is provided with a stock option grant when he or she joins our company based upon his or her position
with us and his or her relevant prior experience. Each of our stock option grants generally vests over the course of four years with 25% of the
shares vesting on the first anniversary of the grant date or employment date, as applicable, and the remainder of the shares vesting in 12 equal
quarterly installments. In addition to stock options granted upon commencement of employment with us, our compensation committee may grant
additional stock options to retain our executives and to recognize the achievement of corporate and individual goals.

Stock options are granted with an exercise price equal to or greater than the fair value of our stock on the applicable date of grant. Prior to the
completion of our initial public offering, our compensation committee determined fair value for purposes of stock option pricing based on the

compensation committee's own good-faith analysis after review of our performance at the time the options were
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granted. For future grants, as a public company, fair value will be based on the closing price of our common stock on The Nasdaq Global Market
on the date of grant.

In general, stock option grants to our named executive officers are determined at the discretion of our compensation committee. In addition, our
compensation committee also considers a named executive officer's current position with our company, the size of his or her total compensation
package and the amount of existing vested and unvested stock options, if any, then held by the executive officer. No formal benchmarking
efforts are made by our compensation committee with respect to the size of option grants made to executive officers and, in general, the
determination process is informal. Historically, our compensation committee has made all stock option grant decisions with respect to our named
executive officers. The compensation committee intends to formalize this process with annual grants and may use formal bench-marking efforts
to determine grant amounts.

No equity awards were granted to our named executive officers in fiscal 2010.
Other Executive Benefits and Perquisites

We provide the following benefits to our named executive officers to attract and retain qualified and highly skilled executives:

health insurance, including payment of 100% of the insurance premium;

four weeks paid vacation;

short-term disability as provided in certain named executive officer's employment agreements;

automobile allowance of $1,000 a month; and

term life insurance for Mr. Weinstein and Mr. Walters.

We also provide for the reimbursement of travel expenses to our named executive officers. In May 2010, we provided $20,000 in living and
travel expenses to Mr. Weinstein related to fiscal year 2009 and reimbursed Mr. Walters $20,000 for certain relocation expenses for his
relocation to Jacksonville, Florida in fiscal year 2010.

Severance and Change-in-Control Benefits

We have entered into employment agreements with the named executive officers that contain severance benefits, the terms of which are
described under the heading " Employment Agreements and Potential Payments Upon Termination or Change-in-Control." We believe these
severance benefits are essential elements of our executive compensation package by assisting in recruiting and retaining talented executives.

Section 162(m) Compliance

Section 162(m) of the Code limits us to a deduction for federal income tax purposes of no more than $1.0 million of compensation paid to
certain executive officers in a taxable year. Compensation above $1.0 million may be deducted if it is "performance-based compensation" within
the meaning of the Code. Our board of directors believes that we should be able to continue to manage our executive compensation for our
named executive officers so as to preserve the related federal income tax deductions, although individual exceptions may occur.
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Success Bonus Plan

We adopted a success bonus plan on April 10, 2007, which provided for the grant of up to an aggregate of $1.0 million in bonuses to specified
employees payable upon the closing of either an initial public offering or certain change of control events defined in the success bonus plan.

In October 2010, as a result of the closing of our initial public offering, Mr. Weinstein, Mr. Walters and Ms. Angelo received awards totaling
$15,000, $30,000 and $10,000, respectively, under the terms of the success bonus plan.
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Summary Compensation Table

The following table sets forth certain information regarding compensation for fiscal years 2008, 2009 and 2010 awarded to or earned by our

named executive officers.

Name and Principal Fiscal
Position Year
B. Allen Weinstein(!) 2010
President & CEO 2009
2008
Richard L. Walters 2010
Executive VP & CFO 2009
2008
Beth R. Angelo 2010
Executive VP & CMO 2009
2008

Non-Equity
Incentive Option
Salary Plan Bonus@ Awards
$) Compensation $) $)®
382,692 15,000¢2)
134,615 107,5003) 496,342
304,200 30,0002y 20,000
304,200 50,00003)
304,119 50,000(3) 26,954
350,000 10,0002
319,230 86.436(3) 248,171
300,000 75,000(3) 26,954

(S)]

)

3)

“)

)

©6)

Mr. Weinstein joined us as our President and Chief Executive Officer on August 3, 2009.

All Other
Compensation Total

$)©® )
29452 427,144
31,073 769,530

65,332 419,532
40,072 394,272
72,454 453,527

32,921 392,921
34908 688,745
30,349 432,303

Represents amounts awarded under our Success Bonus Plan. The amounts earned for fiscal 2010 pursuant to our bonus plan are not determinable as of

the date hereof. We expect to determine the bonuses payable in March 2011 in connection with the audit of our fiscal 2010 financial statements.

Represents amounts awarded under incentive bonus plans in effect in each fiscal year.

Represents a discretionary bonus award made in connection with our initial public offering.

For stock options granted, the value set forth is the full grant date fair value, in accordance with FASB ASC 718. Valuation assumptions used to
determine the fair value of the option awards are described in the notes to the financial statements appearing elsewhere in this prospectus.

Represents amounts paid on behalf of each of the named executive officers for the following respective categories of compensation: 401(k) matching
contributions for eligible employees; term life insurance; car allowance; health premiums and medical reimbursements and other personal benefits. The
amounts included in that column for each of the named executive officers include the following:

Term
401(k) Health Medical Life  Automobile
Fiscal Match PremiumsReimbursemenfinsurance Allowance
Name Year $) $) $H® $) $)
B. Allen
Weinstein 2010 15,795 1,640 17 12,000
2009 6,066 7 5,000
2008
Richard L.
Walters 2010 6,096 15,795 10,494 947 12,000
2009 6,095 14,192 6,338 947 12,000
2008 4,715 12,922 7,507 947 12,000
Beth R. Angelo 2010 3,346 15,795 1,763 17 12,000
2009 3,345 14,192 5,354 17 12,000
2008 4,715 12,922 695 17 12,000

@

Other
$) Total($)

29,452
20,000 31,073

20,0003 65,332
40,072
34,3634 72,454

32,921
34,908
30,349

The named executive officers receive reimbursements of up to $10,000 for medical expenses not covered by our benefits plans. This benefit terminated
with the completion of our initial public offering.
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Represents temporary living expenses.
Represents reimbursement for certain relocation expenses for Mr. Walters' relocation to Jacksonville, Florida.

Includes commuting cost and temporary living expenses.
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2010 Grants of Plan-Based Awards
None of our named executive officers received equity awards in fiscal year 2010.
Outstanding Equity Awards at Fiscal Year End 2010
The following table sets forth certain information with respect to outstanding equity awards of each of our named executive officers as of fiscal
year end 2010 (January 1, 2011):
Option Awards

Number of Securities Number of Securities

Underlying Underlying Option Option
Grant Unexercised Options Unexercised Options  Exercise Expiration
Name Date (#) Exercisable() (#) Unexercisable( Price® Date
B. Allen Weinstein 7/7/09 122,259 268,969 $ 3.94 10/12/19
Richard L. Walters 8/15/07 134,135 $ 3.94 8/15/17
2/7/08 24,452 11,114 § 0.98 2/7/18
Beth R. Angelo 2/7/08 24,452 11,114 § 0.98 2/7/18
10/12/09 61,129 134,485 § 3.94 10/12/19

@)
The options have a term of 10 years and generally vest in accordance with the following schedule: 25% of the total number of shares vest on the first
anniversary of either the grant date or employment date, as applicable, and the remaining shares vest in 12 equal quarterly installments.

Options Exercised and Stock Vested
None of our named executive officers exercised stock options in fiscal year 2010.
Pension Benefits

We do not sponsor defined benefit plans. Consequently, our named executive officers did not participate in, or have account balances in,
qualified or nonqualified defined benefit plans. Our board of directors or compensation committee may elect to adopt qualified or nonqualified
defined benefit plans in the future if it determines that doing so is in our best interest.

Nonqualified Deferred Compensation

We do not maintain nonqualified defined contribution plans or other deferred compensation plans. Consequently, our named executive officers
did not participate in, or have account balances in, nonqualified defined contribution plans or other nonqualified deferred compensation plans.
Our board of directors or compensation committee may elect to provide our executive officers and other employees with nonqualified defined
contribution or other nonqualified deferred compensation benefits in the future if it determines that doing so is in our best interest.

Employment Agreements and Potential Payments Upon Termination or Change-in-Control
Employment Agreements

We have entered into employment agreements with each of our named executive officers as described below.

Allen Weinstein On July 8, 2009, we entered into an employment agreement with Mr. Weinstein which provides for an annual base salary of
$350,000 (which was later increased to $400,000), subject to increase by our board of directors, a discretionary bonus, the grant of stock options
and four weeks of paid vacation. In addition, it provides a $1,000 monthly car allowance, use of a cell phone, health care coverage,
reimbursement of reasonable travel, entertainment and other business expenses and premium payments on a $50,000 life insurance policy.
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Beth Angelo On October 14, 2010, we entered into an employment agreement with Ms. Angelo which provides for a base salary of $350,000
annually, subject to adjustment by our board of directors, a discretionary bonus, and four weeks of paid vacation. In addition, it provides a
$1,000 monthly car allowance, health care coverage and reimbursement of reasonable travel, entertainment and other business expenses.

Richard Walters On November 27, 2007, we entered into an employment agreement with Mr. Walters which provides for an annual base salary
of $304,200, (which was subsequently increased by an amendment to the employment agreement to $350,000 effective March 1, 2011) subject
to adjustment by our board of directors, a discretionary bonus and four weeks of paid vacation. In addition, it provides a $1,000 monthly car
allowance and reimbursement of reasonable travel, entertainment and other business expenses. The agreement also provides for annual premium
payments of up to $930 on an existing term life insurance policy and health care coverage. On January 24, 2011, in connection with the
amendment to Mr. Walters' employment agreement, he was granted stock options to purchase 18,500 shares of our common stock, which vest
25% on January 24, 2012, with the balance vesting in equal amounts over the following 12 consecutive quarters.

Termination of Employment Agreements and Change-in-Control Arrangements

The information below describes and quantifies certain compensation that would become payable under each named executive officer's
employment agreement if, as of January 1, 2011, their employment agreements were in effect and their employment with us had been
terminated. Due to the number of factors that affect the nature and amount of any benefits provided upon the events discussed below, any actual
amounts paid or distributed may be different. Factors that could affect these amounts include the timing during the year of any such event.

The employment agreements for our named executive officers provide for compensation in the event of termination of their employment due to
death or disability, without cause, and by the executive for good reason. In general, these employment agreements contain the following
termination-related provisions:

Termination Due to Death or Disability. Severance payments equal to any unpaid portion of the executive's base salary, any
unpaid bonus from prior years, and any other unpaid amounts and benefits to which the executive is entitled as of the
termination of the executive's employment under any of our compensation plans and programs, the aggregate reduced by any

insurance or disability benefits paid to the executive under our benefit plans.

Termination Without Cause or for Good Reason. Severance payments equal to the executive's base salary for the period
described below, any unpaid bonus from prior years, and any other unpaid amounts and benefits to which the executive is

entitled as of the termination of employment under any of our compensation plans and programs.

Severance. Receipt of any severance and benefits upon termination without cause or for good reason is conditioned on the
executive signing a release and waiver of claims in a form satisfactory to us.

Non-competition. Our executive officers are also generally prohibited from disclosing confidential information and trade
secrets, soliciting any employee, vendor or customer for two years following termination of their employment and working
with or for any competing companies during their employment and for one year thereafter.
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"For Cause." Under the employment agreements, "cause" generally means (i) a material failure of the executive in
performing his or her duties, (ii) willful misconduct, (iii) an act of moral turpitude, (iv) conviction of, or guilty plea or nolo
contendere to, a felony or crime involving fraud, dishonesty or moral turpitude, (v) material breach of his or her employment

agreement or a material policy or (vi) any breach of fiduciary duties of loyalty and trust.

"Good Reason." Under the employment agreements, "good reason" generally means (i) a reduction in the executive's
responsibilities without his or her consent, (ii) attempted or actual relocation of the executive's principal workplace beyond a
50 mile radius of our location or (iii) our failure to provide the executive's compensation, benefits and perquisites under his
or her employment agreement.

Allen Weinstein If Mr. Weinstein terminates his employment for good reason, he must provide us with 90 days' prior written notice.
Mr. Weinstein would receive 12 months of his annual base salary if his employment is terminated without cause or for good reason.

Beth Angelo Differing from the general provisions described above, if Ms. Angelo terminates her employment for good reason, she must
provide us with 60 days' prior written notice. Ms. Angelo would receive 12 months of her annual base salary if her employment is terminated
without cause or for good reason.

Richard Walters Differing from the general provisions described above, and in addition to 12 months of his annual base salary if Mr. Walters is
terminated without cause or for good reason, Mr. Walters would receive severance payments for 12 months if he terminates his employment
with us for any reason after his family has relocated to Florida by providing six months' prior written notice and complying with confidentiality,
non-solicitation and non-compete requirements of his agreement for one year following such termination.

Under our Plan, in the event of a merger, consolidation, sale of all or substantially all of our assets, sale or exchange of all our common stock for
cash, securities or other property or our liquidation or dissolution, the compensation committee shall have the discretion to provide for any or all
of the following: (a) the assumption of outstanding options or the substituting of equivalent rights by the acquiring or succeeding entity; (b) the
termination of all unexercised options immediately prior to the transaction unless exercised within a specified period; (c) the exercise of
outstanding options (in whole or in part) prior to or upon the transaction; (d) cash payments to be made to holders equal to the excess, if any, of
the acquisition price over the exercise price (net of tax withholdings); (e) the conversion of options into the right to receive liquidation proceeds
in connection with our liquidation or dissolution; or (f) any combination of the foregoing.

Under the individual stock option agreements entered into with each of our named executive officers, under the Plan prior to its amendment and
restatement, any unvested stock options represented by the agreements will fully vest immediately prior to the closing of a merger, consolidation
or sale of all or substantially all of our assets, in which our stockholders, together with any affiliates, do not own or hold, immediately after the
merger, consolidation or sale, at least 25% of the total voting power of the outstanding capital stock of the acquiring party. In the event of a
termination of employment (other than for death or disability), the option remains exercisable to the extent vested for a period of 90 days from
the date of termination. In the event a named executive officer's employment is terminated due to death or disability, the option remains
exercisable to the extent vested for a period of 365 days from the date of termination.
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The following table sets forth the amounts of compensation payable by us to our named executive officers, including cash severance, benefits
and perquisites and long-term incentives. The amounts shown assume that the specified event was effective as of January 1, 2011 under their
employment agreements. The actual amounts to be paid can only be determined at the time of the termination of employment or
change-in-control, as applicable.

Termination
Termination by Employee Due
Company Resignation for to Death Change-in-
Benefits and Without Cause Good Reason or Disability Control
Payments ) ) ©) )

B. Allen Weinstein ~ Base Salary 400,000 400,000 @
Bonus @ 2 )

Stock Options ) 3) “) 4,166,578
Richard L. Walters Base Salary 304,200 304,200 (O]
Bonus 2) 2) 2)

Stock Options ) 3) “4) 1,912,5910)
Beth R. Angelo Base Salary 350,000 350,000 @
Bonus 2) 2) 2)

Stock Options ) 3) “) 2,556,692(5

@
In the event of termination due to death or disability, the named executive officers would receive any accrued and unpaid base salary.

(2)
In the event of termination, the named executive officers would receive any accrued and unpaid bonus amounts. The amounts earned for fiscal 2010
pursuant to our bonus plan are not determinable as of the date hereof. We expect to determine the bonuses payable in March 2011 in connection with
the audit of our fiscal 2010 financial statements.

3)
In the event the named executive officer's employment is terminated, except due to death or disability, only vested options remain exercisable for a
period of 90 days from the date of termination.

(4)
In the event the named executive officers are terminated due to death or disability, only vested options remain exercisable for a period of 365 days from
the date of termination.

)
Represents the difference between the closing price of our common stock on January 3, 2011 ($14.59), the first trading day following January 1, 2011,
and the exercise price of the options held by each named executive officer.

Amended and Restated 2006 Equity Incentive Plan

Our board of directors adopted our 2006 Equity Incentive Plan, effective September 29, 2006, which was amended in July 2007 to modify the
definition of change in control and amended and restated upon completion of our initial public offering.

As of January 21, 2011, no shares of common stock had been issued upon the exercise of options granted under the Plan and options to purchase
495,146 shares were vested and unexercised under the Plan.

The following is a summary of the material terms of the Plan, which became effective upon completion of our initial public offering. The
summary does not include all of the provisions of the Plan. For further information about the Plan before its amendment and restatement, we
refer you to the complete copy of the 2006 Equity Incentive Plan, which we included as an Exhibit to our registration statement for our initial
public offering. For further information about the Plan, we refer you to the complete copy of the Plan, which we included as an Exhibit to our
registration statement of which this prospectus is a part.

The Plan provides for the grant of incentive stock option and nonstatutory stock options, which we collectively refer to as "awards" or "options"
in connection with the Plan. Non-employee directors and
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officers and other employees of us and our affiliates, as well as others performing consulting services for us, are eligible for grants under the
Plan. The purpose of the Plan is to encourage ownership of our common stock by our employees, consultants and directors and to provide
additional incentives for them to promote the success of our business.

Administration

The compensation committee of the board of directors administers the Plan, although the board itself also may exercise any of the powers and
responsibilities under the Plan. Subject to the terms of the Plan, the compensation committee will select the recipients of options and determine,
among other things, the:

number of shares of common stock covered by the options and the dates upon which such options become exercisable;

type of option and the exercise price and method of payment for each such option;

vesting period for options and any potential acceleration of vesting; and

duration of options.
Available Shares

The aggregate number of shares of our common stock which may be issued or subject to outstanding awards under the Plan may not exceed
1,646,209 shares, which may be either authorized and unissued shares of our common stock or shares of common stock held in our treasury. In
general, if awards under the Plan are for any reason cancelled, or expire or terminate, without having been exercised in full, the number of shares
covered by such awards that were not purchased will again be available for the grant of awards under the Plan.

Eligibility for Participation

Non-employee members of our board of directors, as well as employees of, and consultants to, us or any of our subsidiaries and affiliates are
eligible to receive awards under the Plan. The selection of participants is within the sole discretion of the compensation committee.

Incentive Stock Options

Incentive stock options are intended to qualify as incentive stock options under Section 422 of the Internal Revenue Code of 1986, as amended,
and will be granted pursuant to incentive stock option agreements. The compensation committee will determine the exercise price for an
incentive stock option, which may not be less than 100% of the fair market value of the stock underlying the option determined on the date of
grant. In addition, incentive options granted to employees who own, or are deemed to own, more than 10% of the combined voting power of our
stock, must have an exercise price not less than 110% of the fair market value of the stock underlying the option determined on the date of grant.

Nonstatutory Stock Options

Nonstatutory stock options are not intended to qualify as incentive stock options under Section 422 of the Internal Revenue Code of 1986, as
amended, and will be granted pursuant to nonstatutory stock option agreements. The compensation committee will determine the exercise price
for a nonstatutory
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stock option, which may not be less than the fair market value of the stock underlying the option determined on the date of grant.
Transferability

Awards granted under the Plan are generally nontransferable (other than by will or the laws of descent and distribution), except that the
compensation committee may provide for the transferability of nonstatutory stock options at the time of grant or thereafter to certain family
members.

Changes to Capital Structure

In the event of certain types of changes in our capital structure, such as a share split, the number of shares reserved under the plan and the
number of shares and exercise price of all outstanding awards will be appropriately adjusted.

Change of Control

In the event of a merger, consolidation, sale of all or substantially all of our assets, sale or exchange of all our common stock for cash, securities
or other property or our liquidation or dissolution, the compensation committee shall have the discretion to provide for any or all of the
following: (a) the assumption of outstanding options or the substituting of equivalent rights by the acquiring or succeeding entity; (b) the
termination of all unexercised options immediately prior to the transaction unless exercised within a specified period; (c) the exercise of
outstanding options (in whole or in part) prior to or upon the transaction; (d) cash payments to be made to holders equal to the excess, if any, of
the acquisition price over the exercise price (net of tax withholdings); (e) the conversion of options into the right to receive liquidation proceeds
in connection with our liquidation or dissolution; or (f) any combination of the foregoing.

Amendment and Termination

Subject to the limitations specified in the Plan, our board of directors may at any time amend any or all of the provisions of the Plan, or
terminate it entirely. Except as otherwise provided in the Plan, the rights of a participant under awards outstanding at the time of any amendment
or modification may not be impaired without the consent of the participant.

Limitation of Liability and Indemnification of Officers and Directors

As permitted by Delaware law, our certificate of incorporation and by-laws will provide that we will indemnify our directors and officers to the
fullest extent permitted by Delaware law. We have in place directors' and officers' liability insurance that insures our directors and officers
against the costs of defense, settlement or payment of a judgment under certain circumstances. See "Certain Relationships and Related Party
Transactions Indemnification of Officers and Directors."
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

We describe below transactions during our last three fiscal years to which we were a party or will be a party, in which:

the amounts involved exceeded or will exceed $120,000; and

any of our directors, executive officers, holders of more than 5% of our common stock or any member of their immediate
family had or will have a direct or indirect material interest.

Stockholders' Agreement

On October 1, 2006, we entered into a stockholders' agreement with WestView Capital Partners, L.P., entities advised by PineBridge
Investments (formerly AIG Investments), George Kolber, The Doolan Family First Limited Partnership, of which Martin Doolan, our director, is
managing general partner, Jerrold Rosenbaum, Beth Angelo, Laurie Bauguss, Curtis Hill, GVK, LP, an entity affiliated with a former officer,
and Terbell Partners, Ltd. The agreement provided, among other things, that three members of our board of directors will be designated by
WestView, one member by PineBridge, and two members by the holders of a majority of the shares of Series B preferred stock. Additionally,
WestView and PineBridge could nominate two members and one member, respectively, to our three-member compensation committee. This
agreement terminated by its terms upon completion of our initial public offering.

Registration Rights Agreement

On October 1, 2006, we entered into a registration rights agreement with WestView, entities advised by PineBridge, George Kolber, The Doolan
Family First Limited Partnership, Jerrold Rosenbaum, Beth Angelo, Laurie Bauguss, Curtis Hill, GVK, LP and Terbell Partners, Ltd. The
agreement provides specified stockholders with certain demand and "piggyback” registration rights and other registration rights, subject to
lock-up arrangements.

Demand and Piggyback Registration Rights

Pursuant to our registration rights agreement, specified holders of our common stock issued upon conversion of our Series A preferred stock
have the right at any time, but on not more than three occasions, to require us to register any or all of their shares under the Securities Act at our
expense. Following a demand, all other holders of registrable securities may request the inclusion of any or all of their shares in the registration
statement. Our obligations pursuant to this demand registration right is limited to offerings in which at least 80% of the securities to be registered
are anticipated to be sold to the public. Under some circumstances, we may delay filing a registration statement for up to 180 days in a 12-month
period. Additionally, all holders of registrable securities are entitled to request the inclusion of any of their shares in any registration statement,
with some exceptions, at our expense whenever we propose to register any of our securities under the Securities Act. All demand and piggyback
registration rights are subject to limitations that may be imposed by the managing underwriter on the number of shares to be included in the
underwritten offering.

Short-Form Registration Rights

Pursuant to our registration rights agreement, specified holders of our registrable securities are also entitled to additional short-form registration
rights. Commencing on the date that we become eligible to register securities on Form S-3, each holder of at least 5% of our registrable
securities who is a party to the registration rights agreement may request registration of their shares if the anticipated
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aggregate offering amount of the shares exceeds $1.0 million. There is no limit to the number of requests for registrations on Form S-3.
Indemnification

In connection with all registrations pursuant to the registration rights agreement, we have agreed to indemnify all holders of registrable securities
against specified liabilities, including liabilities under the Securities Act. All stockholders requesting or joining in a registration may be required
to agree to indemnify us against certain liabilities, but in no event will any single stockholder's liabilities exceed the net proceeds to that
stockholder from the sale of the registrable securities.

Termination

The registration rights agreement will terminate upon the earlier of our voluntary liquidation or the sale of all or substantially all of our assets or
outstanding common stock.

Letters of Credit

On January 25, 2008, WestView, of which Carlo von Schroeter, our director, is managing partner, and John H. Turner, our director, is general
partner, AIG Global Asset Management Holdings Corp., a predecessor entity to PineBridge Global Investments LLC, of which Scott Gallin, our
director, is managing director, Beth Angelo, our Chief Merchandising Officer, Executive Vice President, President of Direct Sales and a
director, Jerrold Rosenbaum, a director and a founder, Laurie Bauguss, a consultant and the daughter of Mr. Rosenbaum, and Curtis Hill, our
former President and Chief Executive Officer, issued letters of credit in the following approximate amounts to the administrative agent of our
senior credit facility to secure the guaranty of any borrowings under our revolving credit facility, certain interest on our term loan A facility and
term loan B facility and certain other fees: $2.0 million, $2.0 million, $380,000, $1.040 million, $380,000 and $200,000, respectively. In
exchange for the letters of credit, we approved the conditional authorization and issuance of up to 61,000 shares of Series D preferred stock in
the event that a draw is made on these letters of credit. The guarantees and the letters of credit have been terminated.

Demand Promissory Notes

On January 23, 2008, our board of directors authorized us to borrow an aggregate of $1.0 million at an interest rate of LIBOR plus a margin of
1.5% per annum from WestView, of which Carlo von Schroeter, our director, is managing partner, and John H. Turner, our director, is general
partner, AIG Global Asset Management Holdings Corp., a predecessor entity to PineBridge Global Investments LLC, of which Scott Gallin, our
director, is managing director, and Katmandu Investment Company, LLC, of which Jerrold Rosenbaum, our director and a founder, is the
president, with each entity funding approximately $333,333. We repaid aggregate interest of 4.81% on the notes and the principal amount in full
on January 28, 2008 with borrowings under our senior credit facility.

Arrangements with Jerrold Rosenbaum
Lease Agreement

We lease our executive office, warehouse and distribution center from Powers Avenue Joint Venture, a Florida partnership, of which Jerrold
Rosenbaum, one of our directors and a founder, owns approximately 87.3%, Beth Angelo owns 4.7%, Laurie Bauguss owns 4.7% and Curtis
Hill, our former President and Chief Executive Officer, owns 3.3%. The lease commenced on October 1, 2006 at an initial rental rate of
$408,000 per year. The initial term of the lease expires on October 1, 2016. We have the option to extend the term of the lease for two
consecutive periods of two years each. The rental rates for fiscal years 2007, 2008 and 2009 per month were $37,144, $37,144 and $38,964,
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respectively. As of January 2, 2010, we have an estimated $5.7 million commitment related to this lease, including the optional extension
periods.

Employment Agreement and Part-Time Arrangement

On October 1, 2006, Mr. Rosenbaum entered into an employment agreement with us to serve as Vice Chairman of our board of directors at a
base salary of $860,000 a year. His employment agreement terminated effective April 9, 2007 and as a result he received his full base salary for
the remainder of the first year of his agreement and $500,000 per year thereafter, plus benefits. He also received certain additional benefits
aggregating approximately $34,885, $17,376 and $15,880 for fiscal year 2007, fiscal year 2008 and fiscal year 2009, respectively. In January
2008, this was reduced to $250,000 per year, which payments stopped in October 2009. From October 2009 through the completion of our initial
public offering, Mr. Rosenbaum received $50,000 per year for his part-time work assessing and reviewing potential store locations in addition to
$1,000 per day for each real-estate site visit.

After the completion of our initial public offering, we began paying Mr. Rosenbaum $25,000 a year for his part-time services. We also agreed to
pay Mr. Rosenbaum a fee of $1,000 per day for his visits to potential store locations where he reviews and assesses the suitability of the location.

Arrangements with Britt Bauguss and Laurie Bauguss

Laurie Bauguss, a consultant, is the daughter of Jerrold Rosenbaum, a director, and the sister of Beth Angelo, our Chief Merchandising Officer,
Executive Vice President, President of Direct Sales and director. On October 1, 2006, Ms. Bauguss entered into an employment agreement,
which terminated on November 2007 under which she earned approximately $211,250 for 2007, plus certain additional benefits aggregating
$23,058. She worked as a non-contracted employee for fiscal year 2008 and earned $219,500, plus certain additional benefits aggregating
approximately $12,922. In fiscal year 2009, she worked part of the year as a non-contracted employee and later as a consultant and earned
$87,260 in the aggregate, plus certain additional benefits aggregating approximately $1,122.

Britt Bauguss, Director of Construction, is the son-in-law of Jerrold Rosenbaum, a director, and the brother-in-law of Beth Angelo, our Chief
Merchandising Officer, Executive Vice President, President of Direct Sales and director. On October 1, 2006, Britt Bauguss entered into an
employment agreement, which agreement was amended on May 5, 2008 to extend the term until the date Mr. Bauguss' separation of
employment with us for any reason (thereby making him an employee at will) and to provide for a base salary of $104,000. Under the
agreement, Mr. Bauguss earned approximately $265,380 for 2007, $167,519 for 2008 and $144,308 for 2009, plus certain additional benefits
aggregating approximately $24,528, $25,746 and $25,537 for fiscal year 2007, fiscal year 2008 and fiscal year 2009, respectively. Mr. Bauguss
received a payment upon completion of our initial public offering under our success bonus plan and we awarded him an option grant in the
amount of 7,500 shares at an exercise price equal to the initial public offering price. This award vests over four years and the term of the option
is 10 years.

Indemnification of Officers and Directors

Our certificate of incorporation and by-laws provide that we will indemnify our directors and officers to the fullest extent permitted by Delaware
law. We have purchased directors' and officers' liability insurance that insures against the costs of defense, settlement or payment of a judgment
under certain circumstances. In addition, our certificate of incorporation provides that our directors will not be liable for monetary damages for
breach of fiduciary duty.
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We also entered into indemnification agreements with each of our executive officers and directors. The indemnification agreements provide the
executive officers and directors with contractual rights to indemnification, expense advancement and reimbursement, to the fullest extent
permitted under Delaware law. Additionally, we may enter into indemnification agreements with any new directors or certain of our executive
officers that may be broader in scope than the specific indemnification provisions contained in Delaware law.

There is no pending litigation or proceeding naming any of our directors or officers to which indemnification is being sought, and we are not
aware of any pending or threatened litigation that may result in claims for indemnification by any director or officer.

Policies and Procedures for Related Person Transactions

Our board of directors has adopted a written policy for the review of any transaction, arrangement or relationship in which we are a participant,
the amount involved exceeds $100,000 and one of our executive officers, directors, director nominees or 5% stockholders (or their immediate
family members), each of whom we refer to as a "related person," has a direct or indirect material interest.

If a related person proposes to enter into such a transaction, arrangement or relationship, which we refer to as a "related person transaction," the
related person must report the proposed related person transaction to the chairperson of our nominating and corporate governance committee.
Additionally, in the case of 5% stockholders, we will solicit this information via an annual questionnaire. The policy calls for the proposed
related person transaction to be reviewed and, if deemed appropriate, approved by the nominating and corporate governance committee.
Whenever practicable, the reporting, review and approval will occur prior to entering into the transaction. If advance review and approval is not
practicable, the nominating and corporate governance committee will review and, in its discretion, may ratify the related person transaction. Any
related person transactions that are ongoing in nature will be reviewed annually and the nominating and corporate governance committee may
establish guidelines for our management to follow its ongoing dealings with the related person.

A related person transaction reviewed under the policy will be considered approved or ratified if it is authorized by the nominating and corporate
governance committee after full disclosure of the related person's interest in the transaction. The written policy also provides for the standing
pre-approval of certain related person transactions, such as the employment compensation of executive officers, director compensation and
certain charitable contributions, among other things.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth information as of January 21, 2011, regarding the beneficial ownership of our common stock by:

each person who we know to beneficially own more than 5% of our common stock;
each of our directors;

each of our named executive officers;

all of our directors and executive officers as a group; and

each of the selling stockholders.

We have determined beneficial ownership in the table in accordance with SEC rules. In computing the number of shares beneficially owned by a
person and the percentage ownership of that person, we have deemed shares of our common stock subject to options held by that person that are
currently exercisable or will become exercisable within 60 days of January 21, 2011 to be outstanding, but we have not deemed these shares to
be outstanding for computing the percentage ownership of any other person. The percentage of ownership indicated is based on

15,405,677 shares of common stock outstanding as of January 21, 2011. To our knowledge, except as set forth in the footnotes below, each
stockholder identified in the table possesses sole voting and investment power with respect to all shares of our common stock shown as
beneficially owned by that stockholder. Unless otherwise indicated, the address for each beneficial owner is ¢c/o Body Central Corp.,

6225 Powers Avenue, Jacksonville, FL 32217.

Shares to Shares to

be be Shares Shares
Sold in this Sold in this Beneficially Beneficially
Offering Offering Owned After Owned After
Assuming  Assuming this Offering this Offering
No Full Assuming No Assuming Full
Shares Beneficially  Exercise of Exercise of Exercise of Exercise of
Owned Prior Over-allotmefver-allotment Over-allotment Over-allotment
to this Offering Option Option Option Option
Name and Address of Beneficial Owner Number Percent Number Number Number Percent Number Percent
5% Stockholders:
WestView Capital Partners, L.P. 3,047,842(1y 19.8% 1,515,682 1,721,407 1,532,160 9.9% 1,326,435 8.6%
Entities advised by PineBridge Investments 2,881,6302) 18.7% 1,433,026 1,627,531 1,448,604 9.4% 1,254,099 8.1%
Executive Officers and Directors:
Beth R. Angelo 711,4873)  4.6% 286,989 345,349 424,498 2.7% 366,138 2.4%
Martin P. Doolan 40,637(4) * 20,208 22,951 20,429 * 17,686 *
Scott M. Gallin 2,881,6302) 18.7% 1,433,026 1,627,531 1,448,604 9.4% 1,254,099 8.1%
John K. Haley * * *
Jerrold S. Rosenbaum 1,673,489 10.9% 832,222 945,181 841,267 5.5% 728,308 4.7%
Carlo A. von Schroeter 3,047,842(1y 19.8% 1,515,682 1,721,407 1,532,160 9.9% 1,326,435 8.6%
John H. Turner 3,047,842(1) 19.8% 1,515,682 1,721,407 1,532,160 9.9% 1,326,435 8.6%
Richard L. Walters 160,810(3) 1.0% 18,820 37,640 141,990 * 123,170 *
B. Allen Weinstein 146,7113) * 39,123 78,245 107,588 * 68,466 *
All executive officers and directors as a group
(9 persons) 8,662,606 56.2% 4,146,070 4,778,304 4,516,536 29.3% 3,884,302 25.2%
Other Selling Stockholders:
Laurie I. Bauguss 611,457 4.0% 304,076 345,349 307,381 2.0% 266,108 1.7%
Julia B. Davis 33,533@3) & 3,353 6,706 30,180 w3 26,827 &
Donna George 28,580(3) * 3,811 7,621 24,769 * 20,959 *
Ursula Gregoris 28,580(3) * 3,811 7,621 24,769 * 20,959 *
Curtis V. Hill 321,8315)  2.1% 160,045 181,768 161,786 1.1% 140,063 *
John Hill 26,6753) & 3,557 7,113 23,118 w3 19,562 &
George Kolber 406,3776)  2.6% 202,090 229,519 204,287 1.3% 176,858 1.1%
Harriette Terbell 60,957(7) & 30,315 34,429 30,642 w3 26,528 &
Lina Vainosky 20,0053) * 2,667 5,334 17,338 * 14,671 *
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Represents beneficial ownership of less than one percent (1%) of our outstanding common stock.

Carlo von Schroeter, our director, is a managing partner and John Turner, our director, is a general partner of WestView and may be deemed to
beneficially own the shares of common stock held by it. Both Messrs. von Schroeter and Turner disclaim
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such beneficial ownership. The address for Messrs. von Schroeter and Turner and WestView is 125 High Street, 26th floor, Boston MA 02110.

)

3)

Consists of 2,881,630 shares of our common stock held as follows:

48,027 by PineBridge PEP III Direct, L.P.;

384,217 by PineBridge PEP IV Co-Investment, L.P.;

1,949,904 by PineBridge Vantage Partners, L.P.;

115,265 by American International Group, Inc. Retirement Plan; and

384,217 by APEN Bermuda Ltd.

PineBridge PEP III Direct, L.P., PineBridge PEP IV Co-Investment, L.P., PineBridge Vantage Partners, L.P., American International Group, Inc.
Retirement Plan and APEN Bermuda Ltd. are advised by PineBridge Investments. PineBridge Investments has sole voting power and sole investment
power over the shares and is the beneficial owner of shares held by these entities, with the exception of APEN Bermuda Ltd. for which it disclaims
beneficial ownership. Scott Gallin, our director, is a managing director of PineBridge Investments and may be deemed to beneficially own the shares of
common stock held by these entities. Mr. Gallin disclaims such beneficial ownership. The address for Mr. Gallin and PineBridge Investments is

399 Park Avenue, 4th Floor, New York, NY 10022.

Includes the following number of shares of common stock which a director, executive officer or selling stockholder has the right to acquire upon the
exercise of stock options that were exercisable as of January 21, 2011, or that will become exercisable within 60 days after that date:

Name Number of Shares

B. Allen Weinstein 146,711
Richard L. Walters 160,810
Beth R. Angelo 100,030
Julia B. Davis 33,533
Donna George 28,580
Ursula Gregoris 28,580
John Hill 26,675
Lina Vainosky 20,005

“)

)

For purposes of computing the percentage of outstanding shares of common stock held by each person named above, we have given effect to their
options, each as noted above, and as if they were fully exercised.

Consists of common stock held by the Doolan Family First Limited Partnership. Martin Doolan, our director, is managing general partner of the Doolan
Family First Limited Partnership and is deemed to beneficially own the shares of common stock held by it. Mr. Doolan disclaims such beneficial
ownership.

Consists of 321,831 shares beneficially owned by Curtis Hill, our former Chief Executive Officer and President, held as follows:

60,956 shares of our common stock held by Curtis and Susan Hill, as trustees for Jennifer Lada, their daughter, which beneficial

ownership Mr. Hill disclaims;

60,956 shares of our common stock held by Curtis and Susan Hill, as trustees for Curtis Hill, Jr., their son, which beneficial

ownership Mr. Hill disclaims; and
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199,919 shares of our common stock held directly by Curtis Hill.
Consists of 406,377 shares beneficially owned by George Kolber held as follows:

76,166 shares of our common stock held by GVK, L.P., an entity controlled by Mr. Kolber. Mr. Kolber has sole voting power

and sole investment power over the shares held by this entity;

76,167 shares of our common stock held by George Kolber; and

254,044 shares of our common stock held by RKLH, L.P., an entity controlled by Mr. Kolber. Mr. Kolber has sole voting power
and sole investment power over the shares held by this entity.

The address for Mr. Kolber, GVK, L.P. and RKLH, L.P. is 884 Navesink River Road, Locust, NJ 07760.

The address for Ms. Terbell is 401 Green Farms Road, Westport, CT 06880.

101

54



Edgar Filing: ExOne Co - Form 8-K

Table of Contents

DESCRIPTION OF CAPITAL STOCK
Introductory Note
The following description of our capital stock and provisions of our certificate of incorporation and by-laws are summaries only, and they are
qualified by reference to the certificate of incorporation and the by-laws which we included as Exhibits to our registration statement of which
this prospectus is a part.

Authorized Capitalization

Our authorized capital stock consists of 150,000,000 shares of common stock, par value $0.001 per share, and 5,000,000 shares of undesignated
preferred stock, par value $0.001 per share. As of January 21, 2011, 15,405,677 shares of common stock were outstanding and no shares of
preferred stock were outstanding.

Common Stock
Voting Rights

Each holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of stockholders. An election of
directors by our stockholders shall be determined by a plurality of the votes cast by the stockholders entitled to vote on the election. There are no
cumulative voting rights for the election of directors, which means that the holders of a majority of the shares of our common stock voted will be
entitled to elect all of our directors.

Dividends

Holders of our common stock are entitled to receive proportionately any dividends as may be declared by our board of directors, and subject to
any preferential dividend rights of any then outstanding shares of preferred stock.

Liquidation

In the event of our liquidation, dissolution or winding up, holders of our common stock would be entitled to receive proportionately all assets
available for distribution to stockholders after the payment of all of our debts and other liabilities and the satisfaction of any liquidation
preference granted to the holders of any then outstanding shares of preferred stock.

Rights and Preferences

Holders of our common stock have no preemptive, subscription, conversion or other rights, and there are no redemption or sinking fund
provisions applicable to our common stock. The rights, preferences and privileges of holders of our common stock are subject to and may be
adversely affected by the rights of the holders of shares of any series of our preferred stock that we may designate and issue in the future.

Preferred Stock

Under the terms of our certificate of incorporation, our board of directors has the authority, without further action by our stockholders, to issue
up to 5,000,000 shares of preferred stock in one or more series and to fix the rights, preferences, privileges and restrictions thereof, including
voting rights, dividend rights, conversion rights, redemption privileges and liquidation preferences.
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The purpose of authorizing our board of directors to issue preferred stock and determine its rights and preferences is to eliminate delays
associated with a stockholder vote on specific issuances. The issuance of preferred stock, while providing flexibility in connection with possible
acquisitions, future financings and other corporate purposes, could make it more difficult for a third party to acquire, or could discourage a third
party from seeking to acquire, a majority of our outstanding voting stock. We currently have no shares of preferred stock outstanding, and we
have no present plans to issue any shares of preferred stock.

Registration Rights

Pursuant to the registration rights agreement entered into with a certain number of our existing stockholders at the time of the 2006 Transaction,
certain holders of our common stock issued upon conversion of our Series A preferred stock have the right to require us to register any or all of
their shares under the Securities Act at our expense, subject to certain limitations. See "Certain Relationships and Related Party

Transactions Registration Rights Agreement" for more information.

Anti-Takeover Provisions
Certificate of Incorporation and By-laws
Classified Board

Our certificate of incorporation provides for our board of directors to be divided into three classes, with staggered three-year terms. Only one
class of directors will be elected at each annual meeting of our stockholders, with the other classes continuing for the remainder of their
respective three-year terms. Because our stockholders do not have cumulative voting rights, our stockholders holding a majority of the shares of
common stock outstanding will be able to elect all of our directors.

Stockholder Action by Written Consent

Pursuant to Section 228 of the Delaware General Corporation Law, any action required to be taken at any annual or special meeting of the
stockholders may be taken without a meeting, without prior notice and without a vote if a consent or consents in writing, setting forth the action
so taken, is signed by the holders of outstanding stock having not less than the minimum number of votes that would be necessary to authorize or
take such action at a meeting at which all shares of our stock entitled to vote thereon were present and voted, unless the company's certificate of
incorporation provides otherwise. Our certificate of incorporation and by-laws provide that all stockholder action must be effected at a duly
called meeting of stockholders and not by written consent, and that only our board of directors, chairman of our board of directors, chief
executive officer or president (in the absence of a chief executive officer) may call a special meeting of stockholders.

Advance Notice

In addition, our by-laws establish an advance notice procedure for stockholder proposals to be brought before an annual meeting of stockholders,
including proposed nominations of candidates for election to our board of directors. Stockholders at an annual meeting will only be able to
consider proposals or nominations specified in the notice of meeting or brought before the meeting by or at the direction of our board of
directors, or by a stockholder of record on the record date for the meeting, who is entitled to vote at the meeting and who has delivered timely
written notice in proper form to our secretary of the stockholder's intention to bring such business before the meeting. These provisions could
have the effect of delaying stockholder actions until the next stockholder meeting that are favored by the holders of a majority of our outstanding
voting securities.
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Undesignated Preferred Stock

The ability to authorize undesignated preferred stock makes it possible for our board of directors to issue preferred stock with super voting,
special approval, dividend or other rights or preferences on a discriminatory basis that could impede the success of any attempt to acquire us.
These and other provisions may have the effect of deferring, delaying or discouraging hostile takeovers or changes in control of us.

Super-Majority Voting

Our certificate of incorporation requires a 67% stockholder vote for the amendment, repeal or modification of certain provisions of our
certificate of incorporation and by-laws relating to the classification of our board of directors, the requirement that stockholder actions be
effected at a duly called meeting, and the designated parties entitled to call a special meeting of the stockholders. The combination of the
classification of our board of directors, the lack of cumulative voting and the 67% stockholder voting requirements will make it more difficult
for our existing stockholders to replace our board of directors as well as for another party to obtain control of us by replacing our board of
directors. Since our board of directors has the power to retain and discharge our officers, these provisions could also make it more difficult for
existing stockholders or another party to effect a change in management. In addition, the authorization of undesignated preferred stock makes it
possible for our board of directors to issue preferred stock with voting or other rights or preferences that could impede the success of any attempt
to change control of our company.

These above provisions may have the effect of deterring hostile takeovers, delaying, or preventing changes in control of our management or our
company, such as a merger, reorganization or tender offer. These provisions are intended to enhance the likelihood of continued stability in the
composition of our board of directors and its policies and to discourage certain types of transactions that may involve an actual or threatened
acquisition of us. These provisions are designed to reduce our vulnerability to an unsolicited acquisition proposal. The provisions also are
intended to discourage certain tactics that may be used in proxy fights. However, such provisions could have the effect of discouraging others
from making tender offers for our shares and, as a consequence, they also may inhibit fluctuations in the market price of our shares that could
result from actual or rumored takeover attempts. Such provisions may also have the effect of preventing changes in our management.

Section 203 of the Delaware General Corporation Law

We are subject to Section 203 of the Delaware General Corporation Law, which prohibits a Delaware corporation from engaging in any business
combination with any interested stockholder for a period of three years after the date that such stockholder became an interested stockholder,
with the following exceptions:

before such date, our board of directors approved either the business combination or the transaction that resulted in the
stockholder becoming an interested holder;

upon completion of the transaction that resulted in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction began,
excluding for purposes of determining the voting stock outstanding (but not the outstanding voting stock owned by the
interested stockholder) those shares owned (i) by persons who are directors and also officers and (ii) employee stock plans in
which employee participants do not have the right
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to determine confidentially whether shares held subject to the plan will be tendered in a tender or exchange offer; or

on or after such date, the business combination is approved by our board of directors and authorized at an annual or special
meeting of the stockholders, and not by written consent, by the affirmative vote of at least 66%/3% of the outstanding voting
stock that is not owned by the interested stockholder.

In general, Section 203 defines business combination to include the following:

any merger or consolidation involving the corporation and the interested stockholder;

any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested
stockholder;

subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the
corporation to the interested stockholder;

any transaction involving the corporation that has the effect of increasing the proportionate share of the stock or any class or
series of the corporation beneficially owned by the interested stockholder; or

the receipt by the interested stockholder of the benefit of any loss, advances, guarantees, pledges or other financial benefits
by or through the corporation.

In general, Section 203 defines an "interested stockholder" as an entity or person who, together with the person's affiliates and associates,
beneficially owns, or within three years prior to the time of determination of interested stockholder status did own, 15% or more of the
outstanding voting stock of the corporation.

Limitations of Liability and Indemnification Matters

As discussed above under the section "Executive Compensation Limitation of Liability and Indemnification of Officers and Directors," Delaware
law authorizes corporations to limit or eliminate the personal liability of directors to corporations and their stockholders for monetary damages
for breaches of directors' fiduciary duties as directors. Our certificate of incorporation includes a provision that eliminates the personal liability

of directors for monetary damages for actions taken as a director, except for liability:

for breach of duty of loyalty;

for acts or omissions not in good faith or involving intentional misconduct or knowing violation of law;

under Section 174 of the Delaware General Corporation Law (unlawful dividends or stock repurchases); or

for transactions from which the director derived improper personal benefit.

Our by-laws provide that we must indemnify and advance expenses to our directors and officers to the fullest extent authorized by Delaware
law. We are also expressly authorized to, and do, carry directors'
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and officers' insurance for our directors, officers and certain employees for some liabilities. We believe that these indemnification provisions and
insurance are useful to attract and retain qualified directors and executive officers. If Delaware law is amended to authorize corporate action
further eliminating or limiting the personal liability of a director, then the liability of our directors will be eliminated or limited to the fullest
extent permitted by Delaware law, as so amended.

The limitation of liability and indemnification provisions in our certificate of incorporation and by-laws may discourage stockholders from
bringing a lawsuit against directors for breach of their fiduciary duty. These provisions may also have the effect of reducing the likelihood of
derivative litigation against directors and officers, even though such an action, if successful, might otherwise benefit us and our stockholders. In
addition, your investment may be adversely affected to the extent that, in a class action or direct suit, we pay the costs of settlement and damage
awards against directors and officers pursuant to these indemnification provisions. There is currently no pending material litigation or
proceeding involving any of our directors, officers or employees for which indemnification is sought.

In addition to the indemnification required in our certificate of incorporation and by-laws, we have entered into indemnification agreements with
each of our current directors and officers, the form of which we included as an Exhibit to our registration statement of which this prospectus is a
part. These agreements provide for the indemnification of our directors and officers for all reasonable expenses and liabilities incurred in
connection with any action or proceeding brought against them by reason of the fact that they are or were our agents. We believe that these
bylaw provisions and indemnification agreements, as well as our maintaining directors' and officers' liability insurance, help to attract and retain
qualified persons as directors and officers.

A stockholder's investment may be harmed to the extent we pay the costs of settlement and damage awards against directors and officers
pursuant to these indemnification provisions. Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our
directors, officers and controlling persons pursuant to the foregoing provisions, or otherwise, we have been advised that, in the opinion of the
SEC, such indemnification is against public policy as expressed in the Securities Act, and is, therefore, unenforceable.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company, LLC.
The Nasdaq Global Market

Our common stock is listed on The Nasdaq Global Market under the symbol BODY.
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DESCRIPTION OF CERTAIN INDEBTEDNESS

On October 20, 2010, we repaid all amounts owing under our term loan facilities of our senior credit facility described below using proceeds
from our initial public offering and terminated the facility. There were no amounts outstanding under the revolving credit facility of our senior
credit facility at the time of repayment. We are currently in negotiations for a new revolving credit facility which we anticipate will be effective
by the end of the first quarter of 2011. There is no guarantee that such a facility will be entered into on commercially reasonable terms or at all.
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SHARES ELIGIBLE FOR FUTURE SALE

Prior to our initial public offering on October 14, 2010, there was no public market for our common stock. Future sales of our common stock in
the public market could adversely affect market prices prevailing from time to time. As described below, only a limited number of shares will be
available for sale shortly after this offering due to contractual and legal restrictions on resale. Nevertheless, sales of our common stock in the
public market after such restrictions lapse, or the perception that those sales may occur, could adversely affect the prevailing market price at
such time and our ability to raise equity capital in the future.

Sale of Restricted Shares

Upon completion of this offering, we will have 15,505,677 shares of common stock outstanding. Of these shares of common stock, the
4,959,795 (or 5,703,764 shares if the underwriters' over-allotment is exercised in full) shares of common stock being sold in this offering will be
freely tradable without restriction under the Securities Act, except for any such shares which may be held or acquired by an "affiliate" of ours, as
that term is defined in Rule 144 promulgated under the Securities Act, which shares will be subject to the volume limitations and other
restrictions of Rule 144 described below. The remaining 4,319,393 shares of common stock held by certain of the selling stockholders upon
completion of this offering will be "restricted securities," as that phrase is defined in Rule 144, and may be resold only after registration under
the Securities Act or pursuant to an exemption from such registration, including, among others, the exemptions provided by Rules 144 and 701
under the Securities Act, which rules are summarized below. These remaining shares of common stock held by the selling stockholders upon
completion of this offering will be available for sale in the public market after the expiration of the lock-up agreements described in
"Underwriting," taking into account the provisions of Rules 144 and 701 under the Securities Act.

Rule 144

In general, under Rule 144 under the Securities Act, as in effect on the date of this prospectus, a person who is one of our affiliates and has
beneficially owned shares of our common stock for at least six months would be entitled to sell within any three-month period a number of
shares that does not exceed the greater of:

one percent of the number of shares of common stock then outstanding, which will equal approximately 155,056 shares
immediately after the completion of this offering; and

the average weekly trading volume of our common stock on The Nasdaq Global Market during the four calendar weeks
preceding the filing of a notice on Form 144 with respect to the sale.

Sales under Rule 144 are also subject to manner of sale provisions and notice requirements and to the availability of current public information
about us. For a person who has not been deemed to have been one of our affiliates at any time during the 90 days preceding a sale, sales of our
securities held longer than six months, but less than one year, will be subject only to the current public information requirement.

A person who is not deemed to have been one of our affiliates at any time during the 90 days preceding a sale, and who has beneficially owned
the shares proposed to be sold for at least one year, including the holding period of any prior owner other than an affiliate, is entitled to sell the

shares without complying with the manner of sale, public information, volume limitation or notice provisions
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of Rule 144. All shares of our common stock will qualify for resale under Rule 144 within 180 days of the date of this prospectus, subject to the
lock-up agreements.

Rule 701

Rule 701 under the Securities Act, as in effect on the date of this prospectus, permits resales of shares in reliance upon Rule 144 but without
compliance with certain restrictions of Rule 144, including the holding period requirement. Most of our employees, executive officers or
directors who purchased shares under a written compensatory plan or contract may be entitled to rely on the resale provisions of Rule 701.
However, substantially all Rule 701 shares are subject to lock-up agreements as described below and under "Underwriting" included elsewhere
in this prospectus and will become eligible for sale upon the expiration of the restrictions set forth in those agreements.

Lock-up Agreements

We and each of our executive officers and directors as well as all of the selling stockholders have agreed with the underwriters, that for a period
of 90 days after the date of this prospectus, we or they will not offer, sell, assign, transfer, pledge, contract to sell or otherwise dispose of or
hedge any shares of our common stock or any securities convertible into or exchangeable for shares of common stock, subject to specified
exceptions. The representatives of the underwriters may, in their discretion, at any time without prior notice, release all or any portion of the
shares from the restrictions in any such agreement. See "Underwriting" for more information.

Registration Rights

We are party to a registration rights agreement which provides that holders of our common stock issued upon conversion of our Series A
preferred stock have the right to require us to register any or all of their shares under the Securities Act at our expense, subject to certain
limitations. Registration of shares held by these stockholders under the Securities Act would result in these shares becoming freely tradable
without restriction under the Securities Act immediately upon effectiveness of the registration, subject to the expiration of the lock-up period.
See "Certain Relationships and Related Party Transactions Registration Rights Agreement" for more information.

Equity Plans

On January 4, 2011, we filed a Form S-8 registration statement under the Securities Act to register shares of our common stock subject to
options outstanding or reserved for issuance under our Plan. Such registration statement became effective immediately upon filing, and shares
covered by the Form S-8 registration statement are eligible for sale in the public markets, subject to compliance with Rule 144 limitations
applicable to affiliates and any lock-up agreements. For a more complete discussion of our stock plans, see "Executive

Compensation Compensation Discussion and Analysis Equity-Based Compensation."
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CERTAIN MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS TO NON-U.S. HOLDERS

The following is a summary of certain material U.S. federal income tax consequences of the purchase, ownership and disposition of our common
stock to a non-U.S. holder that purchases shares of our common stock in this offering. For purposes of this summary, a "non-U.S. holder" means
a beneficial owner of our common stock that is, for U.S. federal income tax purposes:

a nonresident alien individual;

a foreign corporation (or entity treated as a foreign corporation for U.S. federal income tax purposes); or

a foreign estate or foreign trust.

In the case of a holder that is classified as a partnership for U.S. federal income tax purposes, the tax treatment of a partner in such partnership
generally will depend upon the status of the partner and the activities of the partner and the partnership. If you are a partner in a partnership
holding our common stock, then you should consult your own tax advisor.

This summary is based upon the provisions of the U.S. Internal Revenue Code of 1986, as amended, which we refer to as the Code, the Treasury
regulations promulgated thereunder and judicial and published administrative interpretations thereof, all as of the date hereof. Those authorities
may be changed, perhaps retroactively, so as to result in U.S. federal income tax consequences different from those summarized below. We
cannot assure you that a change in law, possibly with retroactive application, will not alter significantly the tax considerations that we describe in
this summary. We have not sought, and do not plan to seek, any ruling from the U.S. Internal Revenue Service, which we refer to as the IRS,
with respect to statements made and the conclusions reached in the following summary, and there can be no assurance that the IRS or a court
will agree with our statements and conclusions.

This summary does not address all aspects of U.S. federal income taxes that may be relevant to non-U.S. holders in light of their personal
circumstances, and does not deal with federal taxes other than the U.S. federal income tax or with non-U.S., state or local tax considerations.
Special rules, not discussed here, may apply to certain non-U.S. holders, including:

U.S. expatriates and former long-term residents of the U.S.;

controlled foreign corporations (and their stockholders);

passive foreign investment companies (and their stockholders); and

investors in pass-through entities that are subject to special treatment under the Code.

Such non-U.S. holders should consult their own tax advisors to determine the U.S. federal, state, local and other tax consequences that may be
relevant to them.

This summary applies only to a non-U.S. holder that holds our common stock as a capital asset (generally, property held for investment).
Non-U.S. holders that hold our stock other than as capital assets should consult their own tax advisors to determine the U.S. federal, state, local
and other tax consequences that may be relevant to them.
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If you are considering the purchase of our common stock, you should consult your own tax advisor concerning the particular U.S. federal
income tax consequences to you of the purchase, ownership and disposition of our common stock, as well as the consequences to you arising
under U.S. tax laws other than the federal income tax law or under the laws of any other taxing jurisdiction.

Dividends

If we make a distribution of cash or property (other than certain stock distributions) with respect to our common stock (or certain redemptions
that are treated as distributions with respect to common stock), any such distributions will be treated as a dividend for U.S. federal income tax
purposes to the extent paid from our current or accumulated earnings and profits (as determined under U.S. federal income tax principles).
Dividends paid to you generally will be subject to withholding of U.S. federal income tax at a 30% rate or such lower rate as may be specified
by an applicable income tax treaty. However, dividends that are effectively connected with the conduct of a trade or business by you within the
U.S. and, where a tax treaty applies, that are generally attributable to a permanent establishment or fixed base in the U.S., as defined under the
applicable treaty, are not subject to the withholding tax, but instead are subject to U.S. federal income tax on a net income basis at applicable
graduated individual or corporate rates. Certain certification and disclosure requirements, including delivery of a properly executed IRS

Form W-8ECIL, must be satisfied for that effectively connected income to be exempt from withholding. Any such effectively connected
dividends received by a foreign corporation may be subject to an additional "branch profits tax" at a 30% rate or such lower rate as may be
specified by an applicable income tax treaty.

If the amount of a distribution paid on our common stock exceeds our current and accumulated earnings and profits, such excess will be
allocated ratably among each share of common stock with respect to which the distribution is paid and treated first as a tax-free return of capital
to the extent of your adjusted tax basis in each such share, and thereafter as capital gain from a sale or other disposition of such share of common
stock that is taxed to you as described below under the heading "Gain on Disposition of Common Stock." Your adjusted tax basis is generally
the purchase price of the shares, reduced by the amount of any such tax-free returns of capital.

If you wish to claim the benefit of an applicable treaty rate to avoid or reduce withholding of U.S. federal income tax for dividends, then you
must (a) provide the withholding agent with a properly completed IRS Form W-8BEN (or other applicable form) and certify under penalties of
perjury that you are not a U.S. person and are eligible for treaty benefits, or (b) if our common stock is held through certain foreign
intermediaries, satisfy the relevant certification requirements of applicable U.S. Treasury regulations. Special certification and other
requirements apply to certain non-U.S. holders that act as intermediaries (including partnerships).

If you are eligible for a reduced rate of U.S. federal income tax pursuant to an income tax treaty, then you may obtain a refund or credit of any
excess amounts withheld by timely filing an appropriate claim with the IRS.

Gain on Disposition of Common Stock

You generally will not be subject to U.S. federal income tax with respect to gain realized on the sale, exchange or other taxable disposition of
our common stock, unless:
the gain is effectively connected with a trade or business you conduct in the U.S., and, in cases in which certain tax treaties

apply, is attributable to a permanent establishment or fixed base in the U.S. as defined under the applicable treaty;
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if you are an individual, you are present in the U.S. for 183 days or more in the taxable year of the sale, exchange or other
taxable disposition, and certain other conditions are met; or

we are or have been during a specified testing period a "United States real property holding corporation” for U.S. federal
income tax purposes, and, in the case where shares of our common stock are regularly traded on an established securities
market, you have owned, directly or indirectly, more than 5% of our common stock at any time within the shorter of the
five-year period preceding the disposition or your holding period for your shares of our common stock. There can be no
assurance that our common stock will be treated as regularly traded on an established securities market for this purpose.

If your gain is described in the first or third bullet point above, you will be subject to tax on the net gain derived from the sale under regular
graduated United States federal income tax rates or such lower rate as may be specified by an applicable income tax treaty. If you are a foreign
corporation and your gain is described in the first bullet point above, you may also be subject to a branch profits tax at a rate of 30% or at such
lower rate as may be specified by an applicable income tax treaty. If you are an individual described in the second bullet point above, you will be
subject to a flat 30% tax on the gain derived from the sale, which may be offset by U.S. source capital losses. The gross proceeds from
transactions that generate gains described in the third bullet point above will generally be subject to a 10% withholding tax, which you may
claim as a credit against your federal income tax liability.

We believe that we have not been and are not, and we do not anticipate becoming, a "United States real property holding corporation” for U.S.
federal income tax purposes. Generally, we will be a "United States real property holding corporation” if the fair market value of our U.S. real
property interests equals or exceeds 50% of the sum of the fair market values of our worldwide real property interests and other assets used or
held for use in a trade or business, all as determined for U.S. federal income tax purposes.

Information Reporting and Backup Withholding

We must report annually to the IRS and to you the amount of dividends and other distributions paid to you and the amount of tax, if any,
withheld with respect to those distributions. The IRS may make this information available to the tax authorities in the country in which you are
resident.

In addition, you may be subject to information reporting requirements and backup withholding (currently at a rate of 28%) with respect to
dividends paid on, and the proceeds of disposition of, shares of our common stock, unless, generally, you certify under penalties of perjury
(usually on IRS Form W-8BEN) that you are not a U.S. person or you otherwise establish an exemption. Additional rules relating to information
reporting requirements and backup withholding with respect to payments of the proceeds from the disposition of shares of our common stock are
as follows:

If the proceeds are paid to or through the U.S. office of a broker, the proceeds generally will be subject to backup
withholding and information reporting, unless you certify under penalties of perjury (usually on IRS Form W-8BEN) that

you are not a U.S. person or you otherwise establish an exemption.

If the proceeds are paid to or through a non-U.S. office of a broker that is not a U.S. person and is not a foreign person with
certain specified U.S. connections, which we refer to below as a "U.S.-related person", information reporting and backup
withholding generally will not apply.
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If the proceeds are paid to or through a non-U.S. office of a broker that is a U.S. person or a U.S.-related person, the
proceeds generally will be subject to information reporting (but not to backup withholding), unless you certify under
penalties of perjury (usually on IRS Form W-8BEN) that you are not a U.S. person.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit
against your U.S. federal income tax liability, provided the required information is timely furnished by you to the IRS.

Recent Legislation Relating to Foreign Accounts

Recently enacted legislation will impose withholding taxes on certain types of payments made to "foreign financial institutions" and certain
other non-U.S. entities after December 31, 2012 unless those institutions and entities meet additional certification, information reporting and
other requirements. The legislation will generally impose a 30% withholding tax on dividends on, or gross proceeds from the sale or other
disposition of, our common stock paid to a foreign financial institution unless the foreign financial institution enters into an agreement with the
U.S. Treasury to, among other things, (i) undertake to identify accounts held by certain U.S. persons (including certain equity and debt holders
of such institutions) or by U.S.-owned foreign entities, (ii) annually report certain information about such accounts, and (iii) withhold 30% on
payments to account holders whose actions prevent it from complying with these reporting and other requirements. In addition, subject to certain
exceptions, the legislation will impose a 30% withholding tax on the same types of payments to an entity that is not a foreign financial institution
unless the entity certifies that it does not have any substantial U.S. owners (which generally include any U.S. persons who directly or indirectly
own more than 10% of the entity) or furnishes identifying information regarding each such substantial U.S. owner. We will not pay any
additional amounts to non-U.S. holders in respect of any amounts withheld. Prospective investors should consult their tax advisors regarding this
legislation.

The summary of material U.S. federal income tax consequences for non-U.S. holders provided above is included for general information
purposes only. Potential purchasers of our common stock are urged to consult their own tax advisors to determine the U.S. federal,
state, local and non-U.S. tax considerations of purchasing, owning and disposing of our common stock.
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UNDERWRITING

We and the selling stockholders have agreed to sell and the underwriters named below have severally agreed to buy, subject to the terms of the
underwriting agreement, the number of shares listed opposite their names below. Piper Jaffray & Co. and Jefferies & Company, Inc. are acting
as joint book-running managers for this offering and as representatives of the underwriters. The underwriters are severally committed to
purchase and pay for all of the shares if any are purchased.

Number

Underwriters of Shares
Piper Jaffray & Co. 1,959,118
Jefferies & Company, Inc. 1,760,727
Robert W. Baird & Co.
Incorporated 495,980
William Blair & Company,
L.L.C 495,980
Oppenheimer & Co. Inc. 247,990

Total 4,959,795

The underwriters have advised us and the selling stockholders that they propose to offer the shares of our common stock to the public at $16.50
per share. The underwriters propose to offer the shares to certain dealers at the same price less a concession of not more than $0.495 per share.
The underwriters may allow and the dealers may re-allow a concession of not more than $0.10 per share on sales to certain other brokers and
dealers. After this offering, these figures may be changed by the underwriters.

The selling stockholders have granted to the underwriters an option to purchase up to an additional 743,969 shares of common stock, on a pro
rata basis, at the same price to the public, and with the same underwriting discount, as set forth in the table above. The underwriters may
exercise this option any time during the 30-day period after the date of this prospectus, but only to cover over-allotments, if any. To the extent
the underwriters exercise the option, each underwriter will become obligated, subject to certain conditions, to purchase approximately the same
percentage of the additional shares as it was obligated to purchase under the underwriting agreement.

The following table shows the underwriting fees to be paid by us and the selling stockholders to the underwriters in connection with this
offering. These amounts are shown assuming both no exercise and full exercise of the over-allotment option.

Per Share  Total with No Exercise  Total with Full Exercise
Paid by us $ 0.825 $ 82,500 $ 82,500
Paid by the selling stockholders ~ $ 0825 $ 4,009,331 $ 4,623,105
In addition, we estimate that the expenses of this offering payable by us, other than the underwriting discounts and commissions, will be
approximately $0.6 million.

Our common is listed on The Nasdaq Global Market under the symbol BODY.

The underwriting agreement provides that the obligations of the several underwriters are subject to certain conditions precedent such as the
receipt by the underwriters of officers' certificates and legal opinions and approval of certain legal matters by their counsel. The underwriting
agreement provides that the underwriters will purchase all of the shares if any of them are purchased. If an underwriter defaults, the underwriting
agreement provides that the purchase commitments of the non-defaulting underwriters may be increased or the underwriting agreement may be
terminated. We and the selling
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stockholders have agreed to indemnify the underwriters against certain liabilities, including civil liabilities under the Securities Act, or to
contribute to payments that the underwriters may be required to make in respect of those liabilities.

We and each of our directors, executive officers and all of the selling stockholders have agreed to certain restrictions on our ability to sell
additional shares of our common stock for a period of 90 days after the date of this prospectus. We have agreed not to directly or indirectly

(1) offer for sale, sell, contract to sell, grant any option for the sale of, or otherwise issue or dispose of, any shares of our common stock, options
or warrants to acquire shares of our common stock, or any related security or instrument, (ii) otherwise dispose of any shares of our common
stock, options or warrants to acquire common stock, or securities exchangeable or exercisable for or convertible into common shares currently or
hereafter owned either of record or beneficially or (iii) publicly announce an intention to do any of the foregoing, in each case, without the prior
written consent of Piper Jaffray & Co. The agreements provide exceptions for (i) sales to underwriters pursuant to the underwriting agreement,
(i1) our sales in connection with the exercise of options granted and the granting of options to purchase shares under our existing stock option
plans and (iii) certain other exceptions.

In connection with our initial public offering, all of our directors, executive officers and all of our stockholders, in each case in effect at the time
of our initial public offering, entered into lock-up agreements substantially similar to the contractual lock-up described above, except that such
lock-up agreements expire on April 12, 2011, subject to certain extensions if we announce we will release earnings results.

To facilitate this offering, the underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of our common stock
during and after this offering. Specifically, the underwriters may over-allot or otherwise create a short position in our common stock for their
own account by selling more shares of common stock than have been sold to them by us and the selling stockholders. The underwriters may
elect to cover any such short position by purchasing shares of our common stock in the open market or by exercising the over-allotment option
granted to the underwriters. In addition, the underwriters may stabilize or maintain the price of our common stock by bidding for or purchasing
shares of common stock in the open market and may impose penalty bids. If penalty bids are imposed, selling concessions allowed to syndicate
members or other broker-dealers participating in this offering are reclaimed if shares of our common stock previously distributed in this offering
are repurchased, whether in connection with stabilization transactions or otherwise. The effect of these transactions may be to stabilize or
maintain the market price of our common stock at a level above that which might otherwise prevail in the open market. The imposition of a
penalty bid may also affect the price of our common stock to the extent that it discourages resales of our common stock. The magnitude or effect
of any stabilization or other transaction is uncertain. These transactions may be effected on The Nasdaq Global Market or otherwise and, if
commenced, may be discontinued at any time.

In connection with this offering, some underwriters and selling group members may also engage in passive market making transactions on The
Nasdaq Global Market. Passive market making consists of displaying bids on The Nasdaq Global Market limited by the prices of independent
market makers and effecting purchases limited by those prices in response to order flow. Rule 103 of Regulation M promulgated by the SEC
limits the amount of net purchases that each passive market maker may make and the displayed size of each bid. Passive market making may
stabilize the market price of our common stock at a level above that which might otherwise prevail in the open market and, if commenced, may
be discontinued at any time.
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This prospectus in electronic format may be made available on the websites maintained by one or more of the underwriters or selling group
members, if any, participating in this offering and one or more of the underwriters participating in this offering may distribute prospectuses and
prospectus supplements electronically. Any such allocation for online distributions will be made by the underwriters on the same basis as other
allocations. Other than the prospectus in electronic format, the information on the underwriters' websites and any information contained in any
other website maintained by any of the underwriters is not part of this prospectus, has not been approved and/or endorsed by us, the selling
stockholders or the underwriters and should not be relied upon by investors.

From time to time in the ordinary course of their respective businesses, certain of the underwriters and their affiliates have and may in the future
engage in commercial banking or investment banking transactions with us and our affiliates.

Selling Restrictions
Sales outside the United States

No action has been taken in any jurisdiction (except in the U.S.) that would permit a public offering of shares of our common stock, or the
possession, circulation or distribution of this prospectus supplement, the accompanying prospectus or any other material relating to us or shares
of our common stock in any jurisdiction where action for that purpose is required. Accordingly, shares of our common stock may not be offered
or sold, directly or indirectly, and none of this prospectus or any other offering material or advertisements in connection with shares of our
common stock may be distributed or published, in or from any country or jurisdiction except in compliance with any applicable rules and
regulations of any such country or jurisdiction.

Each of the underwriters may arrange to sell shares of our common stock offered hereby in certain jurisdictions outside the U.S., either directly
or through affiliates, where they are permitted to do so.

Notice to prospective investors in European Economic Area

In relation to each member state of the European Economic Area which has implemented the Prospectus Directive, or a "Relevant Member
State," with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State, no offer of
shares of our common stock has been made or will be made to the public in that Relevant Member State, except that, with effect from and
including such date, an offer of shares of our common stock may be made to the public in the Relevant Member State at any time:

(@
to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities;

(b)
to any legal entity which has two or more of (i) an average of at least 250 employees during the last financial year; (ii) a total
balance sheet of more than €43,000,000 and (iii) an annual net turnover of more than €50,000,000, as shown in its last annual
or consolidated accounts;

()
to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive); or

(d)

in any other circumstances which do not require the publication by us of a prospectus pursuant to Article 3 of the Prospectus
Directive.
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For the purposes of this provision, the expression an "offer of shares of our common stock to the public" in relation to any shares in any
Relevant Member State means the communication in any form and by any means of sufficient information on the terms of the offer and any
shares to be offered so as to enable an investor to decide to purchase any shares, as the same may be varied in that Relevant Member State by
any measure implementing the Prospectus Directive in that Relevant Member State and the expression "Prospectus Directive" means Directive
2003/71/EC and includes any relevant implementing measure in each Relevant Member State.

Notice to prospective investors in the United Kingdom

This prospectus and any other material in relation to the shares described herein is only being distributed to, and is only directed at, persons in
the United Kingdom that are qualified investors within the meaning of Article 2(1)(e) of the Prospective Directive ("qualified investors") that
also (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005, as amended, or the "Order", (ii) who fall within Article 49(2)(a) to (d) of the Order or (iii) to whom it
may otherwise lawfully be communicated (all such persons together being referred to as "relevant persons"). The shares are only available to,
and any invitation, offer or agreement to purchase or otherwise acquire such shares will be engaged in only with, relevant persons. This
prospectus and its contents are confidential and should not be distributed, published or reproduced (in whole or in part) or disclosed by recipients
to any other person in the United Kingdom. Any person in the United Kingdom that is not a relevant person should not act or rely on this
prospectus or any of its contents.

The distribution of this prospectus in the United Kingdom to anyone not falling within the above categories is not permitted and may contravene
the Order. No person falling outside those categories should treat this prospectus as constituting a promotion to him, or act on it for any purposes
whatever. Recipients of this prospectus are advised that we, the underwriters and any other person that communicates this prospectus are not, as
a result solely of communicating this prospectus, acting for or advising them and are not responsible for providing recipients of this prospectus
with the protections which would be given to those who are clients of any aforementioned entities that is subject to the Financial Services
Authority Rules.

Notice to prospective investors in Hong Kong

Our common stock may not be offered or sold by means of any document other than: (i) in circumstances which do not constitute an offer to the
public within the meaning of the Companies Ordinance (Cap. 32, Laws of Hong Kong), (ii) to "professional investors" as defined in the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules thereunder, or (iii) in other circumstances which do not result in
the document being a "prospectus" within the meaning of the Companies Ordinance. No advertisement, invitation or other document relating our
common stock may be issued, whether in Hong Kong or elsewhere, where such document is directed at, or the contents are likely to be accessed
or read by, the public of Hong Kong (except if permitted to do so under the laws of Hong Kong), other than with respect to such common stock
that is intended to be disposed of only to persons outside of Hong Kong or only to "professional investors" as defined in the Securities and
Futures Ordinance and any rules thereunder.

Notice to prospective investors in Switzerland

This prospectus, as well as any other material relating to shares of our common stock which are the subject of the offering contemplated by this
prospectus, do not constitute an issue prospectus pursuant to Article 652a of the Swiss Code of Obligations. The shares will not be listed on the
SWX Swiss Exchange and, therefore, the documents relating to the shares, including, but not limited to, this prospectus, do not claim to comply
with the disclosure standards of the listing rules of SWX Swiss
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Exchange and corresponding prospectus schemes annexed to the listing rules of the SWX Swiss Exchange. The shares are being offered in
Switzerland by way of a private placement, i.e. to a small number of selected investors only, without any public offer and only to investors who
do not purchase the shares with the intention to distribute them to the public. The investors will be individually approached by us from time to
time. This prospectus, as well as any other material relating to the shares, is personal and confidential and do not constitute an offer to any other
person. This prospectus may only be used by those investors to whom it has been handed out in connection with the offering described herein
and may neither directly nor indirectly be distributed or made available to other persons without our express consent. It may not be used in
connection with any other offer and shall in particular not be copied and/or distributed to the public in (or from) Switzerland.

Notice to prospective investors in the Dubai International Financial Centre

This prospectus relates to an exempt offer in accordance with the Offered Securities Rules of the Dubai Financial Services Authority. This
prospectus is intended for distribution only to persons of a type specified in those rules. It must not be delivered to, or relied on by, any other
person. The Dubai Financial Services Authority has no responsibility for reviewing or verifying any documents in connection with exempt
offers. The Dubai Financial Services Authority has not approved this prospectus nor taken steps to verify the information set out in it, and has no
responsibility for it. The shares of our common stock which are the subject of the offering contemplated by this prospectus may be illiquid
and/or subject to restrictions on their resale. Prospective purchasers of the shares offered should conduct their own due diligence on the shares. If
you do not understand the contents of this prospectus you should consult an authorized financial adviser.

Notice to prospective investors in Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the shares of our common stock may not
be circulated or distributed, nor may the shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether
directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the "SFA"), (ii) to a relevant person, or any person pursuant to Section 275 (1A), and in accordance with the
conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA.

Where the shares are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited
investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or more individuals, each of
whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole whole purpose is to hold investments
and each beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries'
rights and interest in that trust shall not be transferable for six months after that corporation or that trust has acquired the shares under

Section 275 except: (i) to an institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to

Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA; (ii) where no consideration is given for the
transfer; or (iii) by operation of law.

Notice to prospective investors in France

The prospectus supplement and the accompanying prospectus (including any amendment, supplement or replacement thereto) have not been
prepared in connection with the offering of our securities that has been approved by the Autorité des marchés financiers or by the competent
authority of another State that is a contracting party to the Agreement on the European Economic Area and notified to the
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Autorité des marchés financiers; no security has been offered or sold and will be offered or sold, directly or indirectly, to the public in France
except to permitted investors, or Permitted Investors, consisting of persons licensed to provide the investment service of portfolio management
for the account of third parties, qualified investors (investisseurs qualifiés) acting for their own account and/or corporate investors meeting one
of the four criteria provided in article D. 341-1 of the French Code Monétaire et Financier and belonging to a limited circle of investors (cercle
restreint d'investisseurs) acting for their own account, with "qualified investors" and "limited circle of investors" having the meaning ascribed to
them in Article L. 411-2, D. 411-1, D. 411-2, D. 734-1, D. 744-1, D. 754-1 and D. 764-1 of the French Code Monétaire et Financier; none of this
prospectus supplement and the accompanying Prospectus or any other materials related to the offer or information contained therein relating to
our securities has been released, issued or distributed to the public in France except to Permitted Investors; and the direct or indirect resale to the
public in France of any securities acquired by any Permitted Investors may be made only as provided by articles L. 411-1, L. 411-2, L. 412-1
and L. 621-8 to L. 621-8-3 of the French Code Monétaire et Financier and applicable regulations thereunder.

Notice to prospective investors in Italy

The offering of the securities has not been registered pursuant to the Italian securities legislation and, accordingly, we have not offered or sold,
and will not offer or sell, our common stock in the Republic of Italy in a solicitation to the public, and that sales of our common stock in the
Republic of Italy shall be effected in accordance with all Italian securities, tax and exchange control and other applicable laws and regulations.
In any case, our common stock cannot be offered or sold to any individuals in the Republic of Italy either in the primary market or the secondary
market.

We will not offer, sell or deliver any securities or distribute copies of this prospectus or any other document relating to our common stock in the
Republic of Italy except to "Professional Investors", as defined in Article 31.2 of CONSOB Regulation No. 11522 of 2 July 1998 as amended, or
"Regulation No. 11522", pursuant to Article 30.2 and 100 of Legislative Decree No. 58 of 24 February 1998 as amended, or "Decree No. 58", or
in any other circumstances where an expressed exemption to comply with the solicitation restrictions provided by Decree No. 58 or Regulation
No. 11971 of 14 May 1999 as amended applies, provided, however, that any such offer, sale or delivery of our common stock or distribution of
copies of this prospectus or any other document relating to our common stock in the Republic of Italy must be:

(a)
made by investment firms, banks or financial intermediaries permitted to conduct such activities in the Republic of Italy in
accordance with Legislative Decree No. 385 of 1 September 1993 as amended, or "Decree No. 385," Decree No. 58,
CONSOB Regulation No. 11522 and any other applicable laws and regulations;

(b)
in compliance with Article 129 of Decree No. 385 and the implementing instructions of the Bank of Italy, pursuant to which
the issue, trading or placement of securities in Italy is subject to a prior notification to the Bank of Italy, unless an
exemption, depending, inter alia, on the aggregate amount and the characteristics of our common stock issued or offered in
the Republic of Italy, applies; and

(©
in compliance with any other applicable notification requirement or limitation which may be imposed by CONSOB or the
Bank of Italy.

Notice to prospective investors in Germany

This prospectus has not been prepared in accordance with the requirements for a securities or sales prospectus under the German Securities
Prospectus Act (Wertpapierprospektgesetz), the German Sales Prospectus Act (Verkaufsprospektgesetz), or the German Investment Act
(Investmentgesetz). Neither the

119

72



Edgar Filing: ExOne Co - Form 8-K

Table of Contents

German Federal Financial Services Supervisory Authority (Bundesanstalt fur Finanzdienstleistungsaufsicht BaFin) nor any other German
authority has been notified of the intention to distribute shares of our common stock in Germany. Consequently, shares of our common stock
may not be distributed in Germany by way of public offering, public advertisement or in any similar manner AND THIS PROSPECTUS AND
ANY OTHER DOCUMENT RELATING TO THE OFFERING, AS WELL AS INFORMATION OR STATEMENTS CONTAINED
THEREIN, MAY NOT BE SUPPLIED TO THE PUBLIC IN GERMANY OR USED IN CONNECTION WITH ANY OFFER FOR
SUBSCRIPTION OF SHARES OF OUR COMMON STOCK TO THE PUBLIC IN GERMANY OR ANY OTHER MEANS OF PUBLIC
MARKETING. Shares of our common stock are being offered and sold in Germany only to qualified investors which are referred to in
Section 3, paragraph 2 no. 1, in connection with Section 2, no. 6, of the German Securities Prospectus Act, Section 8f paragraph 2 no. 4 of the
German Sales Prospectus Act, and in Section 2 paragraph 11 sentence 2 no. 1 of the German Investment Act. This prospectus is strictly for use
of the person who has received it. It may not be forwarded to other persons or published in Germany.

Notice to prospective investors in Norway

Shares of our common stock will not be offered in Norway other than (i) to investors who are deemed professional investors under Section 5-4
of the Norwegian Securities Trading Act of 1997 as defined in Regulation no. 1424 of 9 December 2005, or "Professional Investors", (ii) to
fewer than 100 investors that are not Professional Investors or with a total consideration of less than EUR 100,000 calculated over a period of
12 months, or (iii) with a minimum subscription amount of EUR 50,000. Consequently, no public offering will be made in Norway and this
prospectus has not been filed with or approved by any Norwegian authority. The prospectus must not be reproduced or otherwise distributed to
others by the recipient.

Notice to prospective investors in Finland
This prospectus has not been prepared to comply with the standards and requirements regarding public offering set forth in the Finnish Securities
Market Act (1989/495, as amended) and it has not been approved by the Finnish Financial Supervision Authority. Shares of our common stock

may not be offered, sold, advertised or otherwise marketed in Finland under circumstances which constitute public offering of securities under
Finnish law.

Acceptance of prospectus

By accepting this prospectus, the recipient hereof represents and warrants that he is entitled to receive it in accordance with the restrictions set
forth above and agrees to be bound by limitations contained herein. Any failure to comply with these limitations may constitute a violation of
law.
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LEGAL MATTERS

The validity of our common stock offered by this prospectus will be passed upon for us by Foley & Lardner, LLP, Jacksonville, Florida. Certain
legal matters in connection with this offering will be passed upon for the underwriters by Paul, Hastings, Janofsky & Walker LLP, New York,
New York.

EXPERTS

The consolidated financial statements as of January 2, 2010 and January 3, 2009, and for each of the three fiscal years in the period ended
January 2, 2010, included in this prospectus, have been so included in reliance on the report of PricewaterhouseCoopers LLP, an independent
registered certified public accounting firm, given upon the authority as experts in auditing and accounting.

WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement on Form S-1 under the Securities Act with the SEC for the shares of our common stock we are offering by
this prospectus. This prospectus does not include all of the information contained in the registration statement and the exhibits and schedules
thereto. You should refer to the registration statement and its exhibits for additional information. Whenever we make reference in this prospectus
to any of our contracts, agreements or other documents, the references are not necessarily complete and you should refer to the exhibits attached
to the registration statement for copies of the actual contract, agreement or other document. We are required to file annual, quarterly and special
reports, proxy statements and other information with the SEC.

You can read our SEC filings, including the registration statement and the exhibits and schedules thereto, at the SEC's website at www.sec.gov.
You may also read and copy any document we file with the SEC at its public reference facilities at 100 F Street, N.E., Washington, DC 20549.
You may also obtain copies of the documents at prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street, N.E.,
Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the public reference facilities.
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Report of Independent Registered Certified Public Accounting Firm

To the Board of Directors and
Stockholders of Body Central Corp.:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, stockholders' deficit and
cash flows present fairly, in all material respects, the financial position of Body Central Corp. and its subsidiaries at January 2, 2010 and

January 3, 2009, and the results of their operations and their cash flows for each of the three years in the period ended January 2, 2010 in
conformity with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a 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. We believe that our audits provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

Jacksonville, Florida
July 7, 2010, except for the effects of the stock split described in Note 1 as to which the date is October 13, 2010
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BODY CENTRAL CORP.

CONSOLIDATED BALANCE SHEETS

Assets
Current assets
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $23 and $16
Income taxes receivable
Inventories
Prepaid expenses
Deferred tax asset, current

Total current assets

Property and equipment, net
Goodwill

Intangible assets

Other assets

Total assets

Liabilities, Redeemable Preferred Stock and Stockholders' Deficit
Current liabilities

Accounts payable

Accrued expenses and other current liabilities

Current portion of long-term debt

Total current liabilities

Other liabilities
Deferred tax liability, long-term
Long-term debt, less current portion

Total liabilities

Commitments and contingencies (Note 8)

Redeemable Preferred Stock
Preferred Stock, Series D, $0.001 par value, no shares authorized, issued or
outstanding
Preferred Stock, Series C, $0.001 par value, 30,000 shares authorized, issued
and outstanding
Preferred Stock, Series A, $0.001 par value, 325,000 shares authorized,
308,820 shares issued and outstanding
Preferred Stock, Series B, $0.001 par value, 175,000 shares authorized,
158,386 shares issued and outstanding

Stockholders' deficit
Common Stock, $0.001 par value, 19,053,345 shares authorized, 203,235
shares issued and outstanding

January 3,
2009

January 2,

2010

(in thousands, except

share data)

$ 4,002
828

429

14,612

2,382

917

23,170
14,390
21,508

18,557
102

$ 77,727

$ 9,252
11,616
5,000

25,868
3,336

74
38,250

67,528

3,268
31,080

15,540

$

7,226
910

8
12,898
2,639
1,167

24,848
14,912
21,508

17,824
117

79,209

9,078
12,487
5,250

26,815
4,361

1,886
33,000

66,062

3,418
31,080

15,540
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Additional paid-in capital 271 289
Accumulated deficit (39,960) (37,180)
Total stockholders' deficit (39,689) (36,891)
Total liabilities, redeemable preferred stock and stockholders' deficit $ 77,727 $ 79,209

Par value of issued and outstanding Common Stock is inconsequential.

The accompanying notes are an integral part of these consolidated financial statements.
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Net revenues

Cost of goods sold, including occupancy,
buying, distribution center and catalog
costs

Gross profit
Selling, general and administrative
expenses
Depreciation and amortization
Impairment of long-lived assets
Goodwill impairment

(Loss) income from operations
Interest expense, net of interest income of
$544, $140 and $21
Other expense (income), net

(Loss) income before income taxes
(Benefit from) provision for income taxes

Net (loss) income

Net (loss) income per common share:
Basic

Diluted

Weighted average common shares
outstanding:
Basic

Diluted

The accompanying notes are an integral part of these consolidated financial statements.
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BODY CENTRAL CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS

December 29, January 3, January 2,
2007 2009 2010
(in thousands, except share and per share data)
$ 195911 $ 191,824 3 198,834
140,334 137,982 139,145
55,577 53,842 59,689
51,832 45,555 46,567
5,469 5,357 4,678
2,428 936 196
33,962
(38,114) 1,994 8,248
4,215 4,329 3,956
238 (493) (128)
(42,567) (1,842) 4,420
(3,237) (890) 1,640
$ (39,330) $ 952) $ 2,780
$ (194.10) $ 5.42) $ 12.94
$ (194.10) $ (5.42) $ 0.23
203,235 203,235 203,235
203,235 203,235 12,173,978
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BODY CENTRAL CORP.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIT

(Accumulated
Common Additional Deficit) Total
Stock Paid-In Retained Stockholders'
Shares Capital Earnings Deficit
(in thousands, except share data)

Balance at December 30, 2006 203,235 $ 397 $ 322 $ 719
Stock option compensation expense 28 28
Dividends payable on Series C Preferred Stock (118) (118)
Net loss (39,330) (39,330)
Balance at December 29, 2007 203,235 307 (39,008) (38,701)
Stock option compensation expense 114 114
Dividends payable on Series C Preferred Stock (150) (150)
Net loss (952) (952)
Balance at January 3, 2009 203,235 271 (39,960) (39,689)
Stock option compensation expense 168 168
Dividends payable on Series C Preferred Stock (150) (150)
Net income 2,780 2,780
Balance at January 2, 2010 203,235 $ 289 $ (37,180) $ (36,891)

Par value of issued and outstanding Common Stock is inconsequential.

The accompanying notes are an integral part of these consolidated financial statements.
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BODY CENTRAL CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

December 29, January 3, January 2,
2007 2009 2010
(in thousands)
Cash flows from operating activities
Net (loss) income $ (39,330) $ (952) $ 2,780
Adjustments to reconcile net (loss) income to net cash
provided by operating activities

Depreciation and amortization 5,469 5,357 4,678
Stock-based compensation 28 114 168
Loss on impairment of long-lived assets 36,390 936 196
Deferred income taxes (3,577) (275) 1,561
Other non-cash charges (credits) 857 (220) 123
Changes in assets and liabilities:
Accounts receivable (1,919) 1,545 (105)
Income taxes (3,558) 2,834 421
Inventories 5,850 (450) 1,714
Prepaid expenses 649 54) (256)
Accounts payable and accrued expenses 5,075 (4,791) 697
Other assets 3 2 (15)
Other liabilities 1,238 174 1,056
Net cash provided by operating activities 7,175 4,220 13,018

Cash flows from investing activities

Purchases of property and equipment (9,656) (2,640) (4,809)
Proceeds from sales of assets 300 15
Net cash used in investing activities (9,656) (2,340) (4,794)

Cash flows from financing activities

Principal payments on long-term debt (4,500) (3,250) (5,000)
Proceeds from issuance of preferred stock 3,000
Net cash used in financing activities (1,500) (3,250) (5,000)
Net (decrease) increase in cash and cash equivalents (3,981) (1,370) 3,224
Cash and cash equivalents
Beginning of year 9,353 5,372 4,002
End of year $ 5372 $ 4,002 $ 7,226

Supplemental disclosures

Cash paid for interest $ 4,085 $ 4,602 $ 3,887
Cash paid for income taxes 3,435 136 51
Noncash financing activities

Dividends payable $ 118  $ 150 $ 150

The accompanying notes are an integral part of these consolidated financial statements.
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BODY CENTRAL CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Nature of Business and Summary of Significant Accounting Policies
Nature of Business

Body Central Corp. (the "Company") is a specialty fashion retailer of young women's apparel and accessories operating retail centers in the
South, Mid-Atlantic and Midwest regions of the United States. In addition, the Company operates an e-commerce website, www.bodyc.com,
and a catalog mail system. Approximately 34% of merchandise is purchased from five manufacturers.

Stock Split
On October 13, 2010, a 25.40446-for-1 stock split of the Company's outstanding Common Stock was implemented. All Common Stock shares,

per share data, and option exercise prices in the accompanying consolidated financial statements and notes to the consolidated financial
statements have been retroactively adjusted for all periods presented to give effect to the stock split.

Principles of Consolidation
The accompanying Consolidated Financial Statements, prepared in accordance with accounting principles generally accepted in the United

States of America ("GAAP"), include the assets, liabilities, revenues and expenses of the Company and its wholly-owned subsidiaries. All
intercompany accounts and transactions have been eliminated in consolidation.

Fiscal Year End

The Company's fiscal year ends on the Saturday closest to December 31. Fiscal years 2007, 2008 and 2009 ended on December 29, 2007,
January 3, 2009 and January 2, 2010, respectively. Fiscal years 2009 and 2007 included 52 weeks. Fiscal year 2008 included 53 weeks.
References to years in the Consolidated Financial Statements relate to fiscal years rather than calendar years.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Segment Reporting

GAAP has established guidance for reporting information about a company's operating segments, including disclosures related to a company's
products and services, geographic areas and major customers. The Company has aggregated its net revenues generated from its retail centers,
e-commerce website and catalog mail system into one operating segment. We aggregate our operating segments because they have a similar
class of customer, nature of products, nature of production process and distribution methods as well as similar economic characteristics. The
Company has no international sales. All of the Company's identifiable assets are in the United States.

Revenue Recognition

The Company recognizes revenue, and the related cost of goods sold is expensed, at point-of-sale or upon shipment to customers. Shipping and
handling fees billed to customers for online and catalog
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BODY CENTRAL CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1. Nature of Business and Summary of Significant Accounting Policies (Continued)

sales are included in net revenues, and the related shipping and handling costs are included in cost of goods sold. Based on historical sales
returns, an allowance for sales returns is recorded as a reduction of net revenues in the periods in which the sales are recognized. Sales tax
collected from customers is excluded from net revenues and is included as part of accrued expenses and other current liabilities on the
Consolidated Balance Sheets.

The Company sells gift certificates in its retail stores, which do not expire or lose value over periods of inactivity. The Company accounts for
gift certificates by recognizing a liability at the time a gift certificate is sold. The customer liability balance was $982,000 and $1.2 million, as of
January 3, 2009 and January 2, 2010, respectively, and is included in accrued expenses and other current liabilities on the Consolidated Balance
Sheets. The Company recognizes income from gift certificates when they are redeemed by the customer.

Revenue from unredeemed gift certificates is recognized when it is determined that the likelihood of the gift certificate being redeemed is remote
and that there is no legal obligation to remit unredeemed gift certificates to relevant jurisdictions. Revenue from gift certificate breakage is
immaterial to our financial position.

Cash and Cash Equivalents
The Company considers all short-term investments with an initial maturity of three months or less when purchased to be cash equivalents.
Inventories

Inventories are comprised principally of women's apparel and accessories and are stated at the lower of cost or market, on a first-in-first out
basis, using the retail inventory method. The Company determines market value as the anticipated future selling price of the merchandise less a
normal margin. An initial markup is applied to inventory at cost in order to establish a 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. Shipping
and handling costs of $3.2 million, $3.4 million and $3.4 million for the fiscal years ended December 29, 2007, January 3, 2009, and January 2,
2010, respectively, are included in cost of goods sold in the Consolidated Statements of Operations.

The Company reviews its inventory levels to identify slow-moving merchandise and generally use markdowns to clear this merchandise. The
Company records a markdown reserve based on estimated future markdowns related to current inventory to clear slow-moving inventory. These
markdowns may have an adverse impact on earnings, depending on the extent and amount of inventory affected. The markdown reserve is
recorded as an increase to cost of goods sold in the Consolidated Statements of Operations. The markdown reserve was $1.7 million and

$1.6 million as of January 3, 2009 and January 2, 2010, respectively.

Included in the carrying value of merchandise inventories is a reserve for shrinkage. Shrinkage is estimated based on historical physical
inventory results as a percentage of sales. The estimate for shrinkage reserve can be affected by changes in merchandise mix and changes in
actual shrinkage
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1. Nature of Business and Summary of Significant Accounting Policies (Continued)

trends. The shrink reserve was $416,000 and $407,000 as of January 3, 2009 and January 2, 2010, respectively.
Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation of property and equipment is computed
for financial reporting purposes on the straight-line method using service lives ranging principally from three to fifteen years. Furniture and
fixtures are typically depreciated over three to five years. Amortization of leasehold improvements is provided on the straight-line method over
the length of the lease or over the estimated useful life of the improvement, whichever is shorter. The cost of assets sold or retired and the related
accumulated depreciation or amortization is removed from the accounts with any resulting gain or loss included in net income. Major renewals
and betterments which extend service lives are capitalized, while expenditures for repairs and maintenance that do not significantly extend the
life of the asset are expensed as incurred.

Impairment of Long-Lived Assets

The Company follows Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") 360, Property, Plant and
Equipment, which requires impairment losses to be recorded on long-lived assets used in operations whenever events or changes in
circumstances indicate that the net carrying amounts may not be recoverable. The evaluation is performed based on estimated undiscounted
future cash flows from operating activities compared with the carrying value of related assets for the individual stores. If the undiscounted future
cash flows are less than the carrying value, an impairment loss is recognized as the difference between the carrying value and the estimated fair
value of the assets based on the discounted future cash flows of the assets using a rate that approximates the Company's weighted average cost of
capital.

Goodwill

The Company follows FASB ASC 350, Intangibles Goodwill and Other, regarding goodwill and other intangible assets. Goodwill and indefinite
life intangibles are subject to an assessment of impairment at least annually. The guidance under this statement requires the Company to

compare the fair value of each reporting unit with its carrying amount to determine if there is a potential impairment of goodwill. If the fair value
of the reporting unit is less than its carrying value, an impairment loss is recorded to the extent that the fair value of the goodwill within the
reporting unit is less than its carrying value. Goodwill of $55.5 million was recognized on the acquisition of Body Shop of America, Inc. and
Catalogue Ventures, Inc on October 1, 2006. The Company recognized an impairment on this goodwill of $34.0 million associated with its

stores during the fiscal year ended December 29, 2007 as a result of the slowing economy, repositioning, competition with other retailers and
operating performance of the stores. The Company performed its annual impairment analysis as of January 3, 2009 and January 2, 2010 using

the discounted cash flow and guideline public company methods to determine the fair value of the reporting units. The Company's analysis
indicated no impairment of goodwill had occurred or was at-risk as of January 3, 2009 and January 2, 2010.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1. Nature of Business and Summary of Significant Accounting Policies (Continued)
Intangible Assets

Favorable and unfavorable retail leases and customer relationships are amortized using the straight-line method over their estimated period of
benefit, ranging from four to seven years. Trade names and trademarks are deemed to be indefinite life intangibles and are thus not subject to
amortization. Management of the Company evaluates the recoverability of intangible assets annually and takes into account events or
circumstances that warrant revised estimates of useful lives or that indicate impairment exists. The Company's evaluation indicated no
impairment of intangible assets in fiscal years ended December 27, 2007, January 3, 2009 or January 2, 2010.

Accounting for Stock Based Compensation

The Company has adopted the provisions of FASB ASC 718, Compensation Stock Compensation, which establishes accounting for equity
instruments exchanged for employee services. Under the provisions of this statement, stock-based compensation expense is measured at the
grant date, based on the calculated fair value of the award, and is recognized as an expense on a straight-line basis over the employee's requisite
service period (generally the vesting period of the equity grant). As required under this guidance, the Company estimates forfeitures for options
granted which are not expected to vest. Changes in these inputs and assumptions can materially affect the measurement of the estimated fair
value of the Company's stock-based compensation expense. Stock-based compensation expense is included in selling, general and administrative
expenses in the accompanying Consolidated Statements of Operations.

Operating Leases

The Company leases retail stores and office space under noncancelable operating leases. Most store leases contain construction allowance
reimbursements by landlords, rent escalation clauses and/or contingent rent provisions. Except for contingent rent, the Company recognizes rent
expense on a straight-line basis over the lease term and records the difference between the amount charged to expense and the rent paid as a
deferred rent liability. Contingent rent, determined based on a percentage of sales in excess of specified levels, is recognized as rent expense
when achievement of the specified sales that triggers the contingent rent is probable. Cash reimbursements received from landlords for leasehold
improvements as lease incentives are also recorded as deferred rent and are amortized using the straight-line method over the lease term as an
offset to rent expense.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1. Nature of Business and Summary of Significant Accounting Policies (Continued)
Deferred Rent and Tenant Allowances

Deferred rent is recognized when a lease contains a predetermined fixed escalation of minimum rent. The Company recognizes the related rent
expense on a straight-line basis from possession date and records the differences between the recognized rental expense and the amounts payable
under the lease as deferred rent. Also included in deferred rent are tenant allowances received from landlords in accordance with negotiated lease
terms. The tenant allowances are amortized as a reduction to rent expense on a straight-line basis over the term of the lease. Deferred rent is
included in other liabilities in the accompanying Consolidated Balance Sheets.

Advertising

The Company expenses advertising costs in the period in which they occurred. Advertising expense, which is classified in selling, general and
administrative expenses in the accompanying Consolidated Statements of Operations, was $2.6 million, $914,000, and $869,000 for fiscal years
December 29, 2007, January 3, 2009 and January 2, 2010, respectively.

Income Taxes

Income taxes are accounted for pursuant to FASB ASC 740, Income Taxes, which requires that the Company recognize deferred tax assets,
which include net operating loss carry forwards and tax credits. Deferred income taxes are determined based on the difference between the
financial reporting and tax bases of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to
reverse. Deferred tax assets are offset by deferred tax liabilities relating to nondeductible temporary differences. Recognition of deferred tax
assets is based on management's belief that it is more likely than not that the tax benefit associated with temporary differences will be utilized.
The FASB issued guidance requires that deferred tax assets be reduced by a valuation allowance if it is more likely than not that some portion or
all of the net deferred tax assets will not be realized. It has been determined that valuation allowances against the deferred tax assets are not
currently necessary.

The Company follows FASB ASC 740, Income Taxes, guidance on accounting for uncertainty in income taxes. The standard prescribes a
recognition threshold and measurement attributable for financial statement recognition and measurement of tax positions taken or expected to be
taken in tax returns. In addition, the standard provides guidance on the de-recognition, classification and disclosure of tax positions, as well as
the accounting for related interest and penalties. In May 2007, the FASB amended the guidance associated with the criteria that must be
evaluated in determining if a tax position has been effectively settled and should be recognized as a tax benefit. The Company does not have any
uncertain tax provisions recorded in its Consolidated Financial Statements.

Interest and penalties, if any, are recognized in the provision for income taxes in the Consolidated Statements of Operations. Accrued interest
and penalties, if applicable, are included within the related tax liability line on the Consolidated Balance Sheets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1. Nature of Business and Summary of Significant Accounting Policies (Continued)
Cost of Goods Sold

Cost of goods sold includes the direct cost of purchased merchandise, distribution costs, all freight costs incurred to get merchandise to our
stores and our direct customers, costs incurred to produce and distribute our catalogs, store occupancy costs and buying costs. In addition,
markdowns taken, markdown reserves for slow moving items and inventory reserves are included in cost of goods sold.

Selling, General and Administrative

Selling, general and administrative expenses include operating expenses not in cost of goods sold, primarily administration, marketing,
stock-based compensation and store operating expenses.

Store Opening Costs

Store opening costs, which consist primarily of occupancy costs and payroll, are expensed as incurred and are included in selling, general and
administrative expense in the Consolidated Statements of Operations.

Insurance and Self-Insurance

The Company uses a combination of insurance and self-insurance for a number of risk management activities including workers' compensation,
general liability, automobile liability and employee-related health care benefits, a portion of which is paid by the employees. Costs related to
claims are accrued based on known claims and historical experiences of incurred but not reported claims received from our insurers. The
Company believes that it has adequately reserved for its self-insurance liability, which is capped through the use of stop-loss contracts and
specified retentions with insurance companies. However, any significant variation of future claims from historical trends could cause actual
results to differ from the accrued liability.

Concentration of Credit Risk

Financial instruments subject to concentrations of credit risk consist primarily of cash. The Company places its cash with what it believes to be
high credit quality institutions. At times such instruments may be in excess of the FDIC insurance limit.
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BODY CENTRAL CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1. Nature of Business and Summary of Significant Accounting Policies (Continued)
New Accounting Standards

In June 2009, authoritative guidance was issued which establishes the FASB ASC as the source of authoritative GAAP recognized by the FASB

to be applied by nongovernmental entities. This guidance, which was incorporated into Generally Accepted Accounting Principles, is effective
for annual periods ending after September 15, 2009. The Company adopted the guidance in fiscal year ended January 2, 2010 and changed
certain disclosure references. This change did not have any other impact on the Company's Consolidated Financial Statements.

In May 2009, the FASB issued authoritative guidance included in FASB ASC 855, Subsequent Events. The guidance requires entities to disclose
the date through which they have evaluated subsequent events and whether that date corresponds with the release of their financial statements.
The Company has evaluated subsequent events through October 13, 2010, the date the financial statements were available for issuance.

In August 2009, the FASB issued Accounting Standards Update (ASU) 2009-05, Measuring Liabilities at Fair Value (Topic 820). The objective
of the new guidance is to provide clarification for the fair value measurement of liabilities, specifically providing clarification that in
circumstances in which a quoted price in an active market for an identical liability is not available, a reporting entity is required to measure fair
value using certain prescribed techniques. Techniques highlighted include using 1) the quoted price of the identical liability when traded as an
asset, 2) quoted prices for similar liabilities or similar liabilities when traded as assets or 3) another valuation technique that is consistent with
the principles of fair value measurements. The new guidance also clarifies that when estimating the fair value of a liability, a reporting entity is
not required to include a separate input or adjustment to other inputs relating to the existence of a restriction that prevents the transfer of the
liability. Finally, the guidance clarifies that Level 1 fair value measurements include both a quoted price in an active market for the identical
liability and a quoted price for the identical liability when traded as an asset in an active market when no adjustment to the quoted price of the
asset is required. The Company's adoption of this guidance did not have a material impact on its financial position or results of operations.

In January 2010, the FASB issued ASU 2010-06 Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair
Value Measurements. The new guidance requires disclosures of transfers in and out of Level 1 and 2 fair value measurements, including a
description of the reason for the transfer. The new guidance also calls for disclosures about the activity in Level 3 measurements by separately
presenting information on purchases, sales, issuances and settlements on a gross basis rather than a single net number. The guidance also
clarifies 1) the level of disaggregation that should be used in completing disclosures about fair value measurements and 2) the disclosures
required in describing the inputs and valuation techniques used for both nonrecurring and recurring fair value measurements. This guidance is
effective for interim and annual reporting periods beginning after December 15, 2009, except for the new disclosures regarding the activity in
Level 3 measurements, which became effective for fiscal years beginning after December 15, 2010.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
2. Property and Equipment

Property and equipment as of January 3, 2009 and January 2, 2010 consist of the following:

January 3, January 2,
2009 2010

(in thousands)
Furniture and fixtures $ 7,166 $ 8,878
Leasehold improvements 16,609 18,703

23,775 27,581
Accumulated depreciation and amortization (9,385) (12,669)
Property and equipment, net $ 14,390 $ 14,912

Depreciation and amortization expense related to property and equipment was $4.8 million, $4.7 million and $4.0 million for the fiscal years

ended December 29, 2007, January 3, 2009 and January 2, 2010, respectively.

The Company incurred costs of $7.4 million, $1.5 million and $3.0 million for capital expenditures, excluding tenant allowances of $2.3 million,

$1.2 million and $1.8 million for the fiscal years ended December 29, 2007, January 3, 2009 and January 2, 2010, respectively.

3. Intangible Assets

Identifiable intangible assets recognized on the October 1, 2006 acquisition of Body Shop of America, Inc. and Catalogue Ventures, Inc. consist

of the following:

January 3, 2009
(in thousands)
Gross
Carrying Accumulated Net
Amount Amortization Value
Amortized intangible
assets
Favorable retail
leases $ 3225 $ 1,319 $ 1,906
Unfavorable retail
leases (190) (69) (121)
Customer
relationships 585 329 256
Total $ 3,620 $ 1,579 $ 2,041
Unamortized
intangible assets
Trade names and
trademarks $ 16,395 $ $ 16,395
Total $ 16,395 $ $ 16,395
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BODY CENTRAL CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

3. Intangible Assets (Continued)

January 2, 2010
(in thousands)
Gross
Carrying Accumulated Net
Amount Amortization Value
Amortized intangible
assets
Favorable retail
leases $ 3225 $ 1,906 $ 1,319
Unfavorable retail
leases (190) (100) (90)
Customer
relationships 585 475 110
Total $ 3,620 $ 2,281 $ 1,339
Unamortized
intangible assets
Trade names and
trademarks $ 16,395 $ $ 16,395
Total $ 16,395 $ $ 16,395

The unfavorable retail leases are included in other liabilities in the Consolidated Balance Sheets.

Aggregate amortization expense related to intangible assets was $702,000 for each of the fiscal years ended December 29, 2007, January 3, 2009
and January 2, 2010. Estimated aggregate amortization expense for each of the three succeeding fiscal years is shown below:

Fiscal Year (in thousands)
2010 $ 665
2011 556
2012 118
$ 1,339

4. Long-Term Debt
The following is a summary of long-term debt outstanding at January 3, 2009 and January 2, 2010:

January 3, January 2,
2009 2010

(in thousands)
$27.5 million term loan, interest rate at LIBOR plus 5.25%, 8.5% as of January 2, 2010, due

September 30, 2012, principal and interest due quarterly. $ 22,250 $ 17,250
$24 million term loan, interest rate at LIBOR plus 5.75%, 9.0% as of January 2, 2010, interest due
quarterly; all principal due October 1, 2013. 21,000 21,000
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43,250

(5,000)

38,250 $

38,250

(5,250)

33,000
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4. Long-Term Debt (Continued)

Combined maturities of long-term debt are as follows:

Fiscal Year (in thousands)
2010 $ 5,250
2011 6,375
2012 5,625
2013 21,000
$ 38,250

The Company entered into an interest rate swap agreement that involves the receipt of variable rate payments based on the one-month LIBOR
rate in exchange for 5.22% fixed rate payments over the life of the swap agreement without an exchange of the underlying notional amount of
$25.0 million that was terminated on November 13, 2008. The differential to be paid or received was accrued and recognized as an adjustment to
interest expense as interest rates change. The interest rate swap was not designated as a cash flow hedge. Accordingly, it was reflected at fair
value on the Consolidated Balance Sheets and the related change in fair value is reflected in interest expense. The net effect of the agreement
was $199,000 of expense for the fiscal year ended January 3, 2009.

The Company also has a revolving credit facility that provides for advances up to $15.0 million with a maturity date of October 1, 2012. There
were no amounts outstanding under the revolving line of credit as of January 3, 2009 and January 2, 2010.

Both of the term loans and the revolving credit facility are collateralized by substantially all the Company's assets and a pledge of stock in its
subsidiaries. The interest rates range from LIBOR plus 5.25% to LIBOR plus 5.75% with interest paid quarterly with a floor for LIBOR of
3.25%.

The terms of the loan agreements contain certain restrictive covenants, which require, among other things, the maintenance of a maximum ratio
of debt to earnings before interest, taxes, depreciation and amortization ("EBITDA"), a minimum fixed charge coverage ratio and maximum
capital expenditures. The Company received waivers of covenant violations regarding the senior leverage ratio and minimum fixed charge
coverage ratio at January 3, 2009, and was in compliance with all other covenants. The Company was in compliance with all covenants at
January 2, 2010.

5. Financial Instruments

The Company follows the FASB issued guidance, Fair Value Measurements, which establishes a framework for measuring fair value that is
based on the inputs market participants use to determine fair value of an asset or liability and establishes a fair value hierarchy to prioritize those
inputs. The guidance under this statement describes a hierarchy of three levels of input that may be used to measure fair value:

Level 1 Inputs based on quoted prices in active markets for identical assets and liabilities.
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5. Financial Instruments (Continued)

Level 2 Inputs other than Level 1 quoted prices, such as quoted prices for similar assets and liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the asset or liability.

Level 3 Unobservable inputs based on little market or no market activity and which are significant to the fair value of the
assets and liabilities.

The Company's material financial instruments consist primarily of cash, accounts receivable, accounts payable, accrued expenses and long-term
debt. The fair values of cash, accounts receivable, accounts payable and accrued expenses are equal to their carrying values based on their
liquidity.

The carrying amount reported in the Consolidated Balance Sheet as of January 2, 2010 for long-term debt is $38.3 million. Using a discounted
cash flow technique that incorporates a market interest yield curve with adjustments for duration and risk profile, the Company has determined
the fair value of its debt to be $37.2 million at January 2, 2010. Considerable judgment is required in interpreting market data to develop
estimates of fair value. The fair value estimate presented herein is not necessarily indicative of the amount that the Company or the debt holders
could realize in a current market exchange. The use of different assumptions and/or estimation methodologies may have a material effect on the
estimated fair value.

Although the fair value of the long-term debt is less than its carrying amount, the Company does not anticipate settling its outstanding debt at the
reported fair value.

The Company has determined the estimated fair value amounts of its financial instruments using available market information. As of January 3,
2009 and January 2, 2010, respectively, the assets that are measured at fair value on a recurring basis include the following:

Fair Value Measurements Using

Quoted Significant
Prices in Other Significant
Total Active Observable Unobservable
January 3, Markets Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)
(in thousands)
Money market securities $ 508 $ 508 $ $

Fair Value Measurements Using

Quoted Significant
Prices in Other Significant
Total Active Observable Unobservable
January 2, Markets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)
(in thousands)
Money market securities $ 2,653 $ 2,653 $ $

Money market securities, which are short-term investments of excess cash, are classified as cash and cash equivalents on the Consolidated
Balance Sheets.
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6. Leases

The Company conducts all of its retail sales and corporate operations in leased facilities. Lease terms generally range up to ten years and provide
for escalations in base rents. The Company does not have obligations to renew the leases. Certain leases provide for contingent rentals based
upon sales. Most leases also require additional payments covering real estate taxes, common area costs and insurance.

Future minimum rental commitments, by year and in the aggregate, under noncancelable operating leases as of January 2, 2010, are as follows:

Fiscal Year (in thousands)

2010 $ 13,802
2011 11,838
2012 8,944
2013 6,969
2014 6,279
Thereafter 15,485
Total 63,317

Rent expense under non cancelable operating leases was as follows:

December 29, January 3, January 2,
2007 2009 2010
(in thousands)
Minimum rentals $ 14916 $ 14995 $ 15,199
Contingent rentals 1,226 1,028 1,273
Total rent expense $ 16,142 §$ 16,023 $ 16,472

7. Redeemable Preferred Stock

The Company has four classes of redeemable preferred stock detailed below. The order of liquidation preference is Series D, C, A and B. The
following is a summary of changes in each issue of redeemable preferred stock:

Redeemable Preferred Stock

Series D Series C Series A Series B
(in thousands)
Balance at December 30, 2006 $ $ $ 31,080 $ 15,540
Preferred stock issued 3,000
Dividends payable 118
Balance at December 29, 2007 3,118 31,080 15,540
Dividends payable 150
Balance at January 3, 2009 3,268 31,080 15,540
Dividends payable 150
Balance at January 2, 2010 $ $ 3418 $ 31,080 $ 15,540
F-18
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7. Redeemable Preferred Stock (Continued)
Nonvoting, Nonconvertible Series D Preferred Stock

In April 2008, the Company approved the conditional authorization and issuance of up to 61,000 shares of Series D Preferred Stock, par value
$0.001 per share. This authorization will only be effective in the event that a draw is made on letters of credit issued for the account of certain
stockholders of the Company to secure the guaranty of indebtedness of the Company under the loan agreements described in Note 4. If
authorized and issued, the Series D Preferred Stock will have a preference upon liquidation of $100 per share, plus accrued dividends, senior to
the Series A, B and C Preferred Stock. If authorized and issued, the holders of Series D Preferred Stock will be entitled to receive dividends at
an annual rate of 5% of $100 per share accruing quarterly beginning on the date of issuance. The shares of Series D Preferred Stock are subject
to redemption rights by the holders and the Company in certain circumstances. The Series D Preferred Stock generally is nonvoting except in
certain circumstances.

Nonvoting, Nonconvertible Series C Preferred Stock

In March 2007, the Company issued 30,000 shares of Series C Preferred Stock in exchange for $3.0 million paid to the sellers of shares of Body
Shop of America, Inc. and Catalogue Ventures, Inc. in October 2006. The shares of Series C Preferred Stock have a preference upon liquidation
of $100 per share, plus accrued dividends. The holders of Series C Preferred Stock are entitled to receive dividends at an annual rate of 5% of
$100 per share accruing quarterly beginning on the date of issuance. The shares of Series C Preferred Stock are subject to redemption rights at
the election of the holders and at the election of the Company in certain circumstances. These redemption rights are subject to, among other
things, restrictions under the Company's debt instruments. Generally, the Series C Preferred Stock is nonvoting except in certain circumstances.

Convertible Series A Preferred Stock

In October 2006, the Company issued 308,820 shares of Series A Preferred Stock for a purchase price of $100 per share to various investors,
including 15,000 shares acquired by a former member of management. Each share is currently convertible to 25.40446 shares of Common Stock
of the Company at the election of the holder or automatic conversion in certain circumstances, including an initial public offering. If the shares
of Series A Preferred Stock have not converted to Common Stock, then they have a preference upon liquidation equivalent to $100 per share.
The shares have voting rights equal to the number of shares of Common Stock to which they are convertible. Series A Preferred Stock is
redeemable in the event of a sale or disposition of more than 50% of the outstanding voting stock; a consolidation or merger; or a sale, license or
other transfer of all or substantially all of the assets of the Company. Shares of Series A Preferred Stock do not participate in dividends.
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7. Redeemable Preferred Stock (Continued)
Convertible Series B Preferred Stock

In October 2006, the Company issued 158,386 shares of Series B Preferred Stock in exchange for a contribution by members of management of
shares of Body Shop of America, Inc. and Catalogue Ventures, Inc. prior to the purchase of the remaining shares of those companies. Each share
is currently convertible to 25.40446 shares of Common Stock of the Company at the election of the holder or automatic conversion in certain
circumstances, including an initial public offering. If the shares of Series B Preferred Stock have not converted to Common Stock, then they
have a preference upon liquidation equivalent to $97.49 per share. The shares have voting rights equal to the number of shares of Common
Stock to which they are convertible. Series B Preferred Stock is redeemable in the event of a sale or disposition of more than 50% of the
outstanding voting stock; a consolidation or merger; or a sale, license or other transfer of all or substantially all of the assets of the Company.
Shares of Series B Preferred Stock do not participate in dividends.

8. Commitments and Contingencies
Employment Contracts

The Company is subject to employment agreements with certain executives, which provide for compensation and other certain benefits. The
agreements also provide for severance payments under certain circumstances.

Litigation

The Company is involved in various routine legal proceedings incidental to the conduct of its business. In the opinion of management, based on
the advice of in-house and external legal counsel, the lawsuits and claims pending are not likely to have a material adverse effect on the
Company's financial condition, results of operations or cash flows.

Transaction Bonus Plan

The Company is subject to a transaction bonus plan in which specified employees, including certain named executive officers, are to receive an
aggregate of up to $1.0 million upon the completion of an initial public offering of the Company's stock.
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9. Income Taxes

BODY CENTRAL CORP.

The components of the income tax (benefit) provision for the fiscal years ended December 29, 2007, January 3, 2009 and January 2, 2010 are as

follows:
December 27,
2007
Current
Federal $
State 340
340
Deferred
Federal (2,808)
State (769)
(3,577)
Total (benefit) provision $ (3,237)

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amount of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. Significant components of the Company's net deferred tax asset (liability)

Januar

y 3,

2009
(in thousands)

$

$

(275)
(340)

(615)

(394)
119

(275)

(890)

January 2,
2010

$

$

79

79

1,435
126

1,561

1,640

related to continuing operations at January 3, 2009 and January 2, 2010 are as follows:

January 3,
2009

(in thousands)

Gross deferred tax assets
Reserves $
Property and equipment
Accrued expenses and other current
liabilities
Inventory
Stock-based compensation
Other
Credits
Net operating losses

Gross deferred tax assets

Gross deferred tax liabilities
Intangibles

Gross deferred tax liabilities

Net deferred tax asset (liability) $

137 $
3,685

835
616
189
254

2,235

7,951

(7,108)

(7,108)

843 $

January 2,
2010

173
2,675

598
254
253
555

142
1,459

6,109

(6,828)

(6,828)

(719)

Recognition of deferred tax assets is based upon management's belief that it is more likely than not that a tax benefit associated with temporary
differences will be utilized. A valuation allowance has not been recorded as it is more likely than not that all deferred tax assets will be realized.
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9. Income Taxes (Continued)

approximately $1.5 million which, if not utilized to reduce taxable income in future periods, will expire in 2028. As of the date of the audit, the
Company is currently not under any examination by any significant taxing authorities and the tax years that remain subject to examination by
major tax jurisdictions under the statute of limitations are our fiscal years ended January 3, 2009 and forward. The effective rate differs from the
statutory rate due to the following items:

December 29, January 3, January 2,
2007 2009 2010

Statutory rate (34.0)% (34.0)% 34.0%
State and local income taxes, net of federal benefit 4.3) 4.3) 4.5
State tax true-up (7.8)
Goodwill impairment 30.8
Other (0.1) 2.2) (1.4)

(Benefit from) provision for income tax rate (7.6)% (48.3)% 37.1%

10. Stock-Based Compensation Plans

The Company adopted an equity incentive plan in September 2006 (the "Plan"). The Plan provides for the grant of options and other Company
stock awards to employees, directors and consultants, not to exceed 1,341,355 shares of Common Stock. The plan provides for benefits in the
form of incentive stock options. Options granted to employees and directors under the Plan vest over a period of four years and expire five to ten
years from the date of grant. Options to purchase 377,256 shares of Common Stock were available for future grants under the Plan at January 2,
2010.

The Company estimates the fair value of each option award on the date of the grant using the Black-Scholes option valuation model. Estimates
of fair value are not intended to predict actual future events or the value ultimately realized by persons who receive equity awards. Key input
assumptions used to estimate the fair value of stock options include the exercise price of the award, the expected option term, expected volatility
of the Company's stock over the option's expected term, the risk-free interest rate over the option's expected term and the Company's expected
annual dividend yield. The Company issues new shares with the exercise of options.

The fair value of each option grant for the fiscal years ended December 29, 2007, January 3, 2009 and January 2, 2010 was estimated on the
grant date using the Black-Scholes option-pricing model with the following assumptions:

December 29, January 3, January 2,
2007 2009 2010
Expected option term™® 5.75 - 6 years 6.25 years 6.25 years
Expected volatility factor® 53 - 60% 66.1% 71.0%
Risk-free interest rate® 3.45% - 4.55% 1.8% 3.1%
Expected annual dividend yield 0% 0% 0%

@
Since there was not sufficient historical information for grants with similar terms, the simplified or "plain-vanilla" method of estimating option life was
utilized.

(2)
The stock volatility for each grant is measured using the weighted average of historical weekly price changes of the Company's competitors' common
stock over the most recent period equal to the expected option life of the grant.

3)
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The risk-free interest rate for periods equal to the expected term of the share option is based on the rate of treasury securities with the same term as the
option as of the grant date.
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10. Stock-Based Compensation Plans (Continued)

A summary of stock option information for the fiscal year ended January 2, 2010 is as follows:

Weighted-
Weighted- Average
Average Remaining
Exercise Contractual
Shares Price Term

Outstanding at January 3, 2009 377,256 $ 2.30

Granted 586,843 3.94

Exercised

Forfeited

Outstanding at January 2, 2010 964,099 $ 3.29

Exercisable at January 2, 2010 217,437 $ 2.69 7.9 years

The aggregate intrinsic value of outstanding and exercisable stock options, representing the excess of the average market price of the Company's
stock on January 2, 2010 over the exercise price, multiplied by the applicable number of in-the-money options, was $128,000, at January 2,
2010. There were 91,985 in-the-money options outstanding and exercisable at January 2, 2010.

A summary of the status of nonvested stock options as of January 2, 2010 and changes during the fiscal years ended December 29, 2007,
January 3, 2009 and January 2, 2010 are presented below:

Weighted-
Average
Grant-Date
Shares Fair Value
Nonvested at December 30, 2006 670,676 $ 1.05
Granted 368,873 0.46
Vested (97,248) 0.93
Forfeited (783,016) 0.93
Nonvested at December 29, 2007 159,285 $ 0.44
Granted 209,587 0.76
Vested (75,451) 0.46
Forfeited
Nonvested at January 3, 2009 293,421 $ 0.67
Granted 586,843 1.27
Vested (133,602) 0.66
Forfeited
Nonvested at January 2, 2010 746,662 $ 1.14

Stock-based compensation expense of $28,000, $114,000 and $168,000 for the fiscal years ended December 29, 2007, January 3, 2009 and
January 2, 2010, respectively, is included in selling, general and administrative expenses on the Company's Consolidated Statements of
Operations. The Company did not capitalize any expense related to stock-based payments. Total compensation cost related to nonvested awards
not yet recognized was $666,000 as of January 2, 2010, and is expected to be recognized over a weighted average remaining period of 1.5 years.
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11. Accrued Expenses and Other Current Liabilities

The major components of accrued expenses and other current liabilities are as follows:

January 3, January 2,
2009 2010
(in thousands)
Accrued payroll and related taxes $ 2279 $ 3,234
Accrued occupancy 1,820 1,930
Taxes, other than income taxes 1,549 1,505
Other 5,968 5,818
Total accrued expenses and other current liabilities $ 11,616 $ 12,487

12. Savings Plan

The Company provides a savings plan (the "Savings Plan") under Section 401(k) of the Internal Revenue Code. The Savings Plan covers all
employees who have attained age 21 and completed at least 1,000 hours of service in a twelve consecutive month period. The Savings Plan
requires specified contributions by the employees and allows discretionary contributions by the Company. Total employer contribution expense
was approximately $177,000, $145,000 and $153,000 for the fiscal years ended December 29, 2007, January 3, 2009 and January 2, 2010,
respectively.

13. Related Parties

The Company leases office and warehouse space under a noncancelable lease agreement dated October 1, 2006 with a company that is owned by
certain members of management who are also stockholders of the Company. The lease expires on October 1, 2016. The Company incurred rent
expense of $438,000, $446,000 and $468,000 for the fiscal years ended December 29, 2007, January 3, 2009 and January 2, 2010, respectively,
related to this lease.

14. Fair Value Measurements

Assets and liabilities measured at fair value on a nonrecurring basis consist of the following at January 2, 2010:

Basis of Fair Value Measurements

Quoted
Prices in
Active Significant
Markets Other Significant
Fair Value for Identical  Observable Unobservable
of Assets Items Inputs Inputs
(Liabilities) (Level 1) (Level 2) (Level 3)

(in thousands)
Fiscal year ended January 2,
2010
Long-lived assets held and used $ 6,800 $ $ $ 6,800
F-24
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14. Fair Value Measurements (Continued)

In the fiscal year ended January 2, 2010, long-lived assets held and used in the Company's stores with a carrying value of $7.0 million were
written down to their fair value of $6.8 million. The inputs used to calculate the fair value of these store assets included the projected cash flows
and risk-adjusted rate of return that the Company estimated would be used by a market participant in valuing these assets. Utilizing this analysis,
the Company recognized impairment charges of $2.4 million, $936,000 and $196,000 related to store assets for the fiscal years ended

December 29, 2007, January 3, 2009 and January 2, 2010, respectively.

15. Quarterly Results (Unaudited)

The following table presents summarized unaudited quarterly financial results of operations for the Company for the fiscal years ended

January 3, 2009 and January 2, 2010. We believe all necessary adjustments have been included in the amounts stated below to present fairly the
following selected information when read in conjunction with the Consolidated Financial Statements and Notes thereto included elsewhere
herein. Future quarterly operating results may fluctuate depending on a number of factors. Results for any particular quarter are not necessarily
indicative of results of operations a full fiscal year or any other quarter.

Fiscal 2008
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share data)
Net revenues $ 44783 $ 50,921 $ 44518 $ 51,602
Gross profit 11,850 14,458 12,656 14,878
Net (loss) income (2,428) 787 (674) 1,363
Basic (loss) income per common share $  (12.13) $ 369 $ (3.50) $ 6.52
Dilutive (loss) income per common share $  (1213) $ 007 $ (3.50) $ 0.11
Fiscal 2009
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share data)
Net revenues $ 48,628 $ 52,159 $ 44860 $ 53,187
Gross profit 14,128 14,956 13,635 16,970
Net income 273 747 284 1,476
Basic income per common share $ 1.16 $ 349§ 121 $ 7.08
Dilutive income per common share $ 002 $ 0.06 $ 0.02 $ 0.12

The sum of the quarterly (loss) income per common share may not equal the full year amount as the computations of the weighted average
common shares outstanding for basic and diluted shares outstanding for each quarter and the full year are performed independently.
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16. Earnings per Share

Basic earnings per common share is calculated by dividing net income available to common stockholders by the weighted average number of
common shares outstanding for the period. Diluted earnings per common share includes the determinants of basic earnings per common share
plus the additional dilution for all potentially dilutive stock options and convertible preferred stock utilizing the treasury stock method and
if-converted method, respectively.

The following table shows the amounts used in computing earnings per share and the effect on net income and the weighted average number of
shares potentially dilutive to Common Stock:

December 29, January 3, January 2,
2007 2009 2010
(in thousands, except share and per share data)
Net (loss) income as reported $ (39,330) $ 952) $ 2,780
Less: Preferred stock dividends declared (118) (150) (150)
Net (loss) income attributable to
common stockholders $ (39,448) $ (1,102) $ 2,630
Weighted average basic common shares 203,235 203,235 203,235
Impact of dilutive securities:
Stock options 101,628
Convertible preferred stock 11,869,115
Weighted average dilutive common shares 203,235 203,235 12,173,978
Per common share:
Basic (loss) income per share $ (194.10) $ (542) $ 12.94
Diluted loss (income) per share $ (194.10) $ (542) $ 0.23

Common Stock equivalents totaling 11,869,115 would have been included in the diluted (loss) income per common share calculation for both
fiscal years ended December 29, 2007 and January 3, 2009, had we reported net income for these periods.

Equity awards to purchase 167,669, 167,669, and 754,512 shares of Common Stock for the fiscal years ended December 29, 2007, January 3,
2009 and January 2, 2010, respectively, were outstanding, but were not included in the computation of weighted average diluted common share
amounts as the effect of doing so would have been anti-dilutive.
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October 2, January 2, October 3,
2010 2010 2009

(In thousands, except share data)

Assets
Current assets
Cash and cash equivalents $ 5823 § 7226 $ 706
Accounts receivable, net of allowance for doubtful accounts of $16, $16
and $23 842 910 883
Inventories 17,180 12,898 16,248
Prepaid expenses and other current assets 4,287 3,814 3,845
Total current assets 28,132 24,848 21,682
Property and equipment, net of accumulated depreciation and amortization
of $15,403, $12,669 and $11,870 17,367 14,912 14,085
Goodwill 21,508 21,508 21,508
Intangible assets, net of accumulated amortization of $2,930, $2,381 and
$2,198 17,275 17,824 18,007
Other assets 116 117 245
Total assets $ 84,398 $ 79,209 $ 75,527

Liabilities, Redeemable Preferred Stock and Stockholders' Deficit
Current liabilities

Accounts payable $ 11,618 $ 9,078 $ 8,424
Accrued expenses and other current liabilities 11,731 12,487 10,770
Current portion of long-term debt 6,000 5,250 6,000
Total current liabilities 29,349 26,815 25,194
Other liabilities 5,883 4,361 4,330
Deferred tax liability, long-term 3,083 1,886
Long-term debt, less current portion 25,518 33,000 34,500
Total liabilities 63,833 66,062 64,024

Commitments and contingencies
Redeemable Preferred Stock
Preferred stock, Series D, $0.001 par value, no shares authorized, issued or
outstanding
Preferred stock, Series C, $0.001 par value, 30,000 shares authorized,
issued and outstanding 3,531 3,418 3,381
Preferred stock, Series A, $0.001 par value, 325,000 shares authorized,
308,820 shares issued and outstanding 31,080 31,080 31,080
Preferred stock, Series B, $0.001 par value, 175,000 shares authorized,
158,386 shares issued and outstanding 15,540 15,540 15,540
Stockholders' deficit
Common stock, $0.001 par value, 19,053,345 shares authorized, 203,235
shares issued and outstanding
Additional paid-in capital 531 289 158
Accumulated deficit (30,117) (37,180) (38,656)

108



Edgar Filing: ExOne Co - Form 8-K

Total stockholders' deficit (29,586) (36,891) (38,498)
Total liabilities, redeemable preferred stock and stockholders' deficit $ 84,398 §$ 79,200 $ 75,527
Par value of issued and outstanding Common Stock is inconsequential.
The accompanying notes are an integral part of these unaudited consolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

Thirty-Nine Weeks Ended
October 2, October 3,
2010 2009
(in thousands, except share and
per share data)

Net revenues $ 176,288 $ 145,647
Cost of goods sold, including occupancy,

buying, distribution center and catalog

costs 118,358 103,678
Gross profit 57,930 41,969
Selling, general and administrative
expenses 40,621 33,550
Depreciation and amortization 3,510 3,518
Income from operations 13,799 4,901
Interest expense, net of interest income 2,581 2,985
Other income, net of other expense (105) (157)
Income before income taxes 11,323 2,073
Provision for income taxes 4,260 769
Net income $ 7,063 $ 1,304

Net income per common share:
Basic $ 3420 $ 5.86

Diluted $ 057 $ 0.11

Weighted-average common shares

outstanding:
Basic 203,235 203,235
Diluted 12,447,411 12,157,584

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Thirty-Nine

Weeks Ended
October 2, October 3,
2010 2009

(in thousands)
Cash flows from operating activities
Net income $ 7,063 $ 1,304
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 3,510 3,518
Deferred income taxes 1,197 (159)
Other non-cash charges (361) (723)
Changes in assets and liabilities:
Accounts receivable 106 43
Income taxes (500) 1,192
Inventories (4,282) (1,636)
Prepaid expenses and other current assets (481) (516)
Other assets 5 (75)
Accounts payable and accrued expenses 2,254 (2,534)
Other liabilities 2,312 1,765
Net cash provided by operating activities 10,823 2,179

Cash flows from investing activities
Purchases of property and equipment (5,494) (2,725)

Net cash used in investing activities (5,494) (2,725)

Cash flows from financing activities

Principal payments on long-term debt (6,732) (2,750)
Net cash used in financing activities (6,732) (2,750)
Net decrease in cash and cash equivalents (1,403) (3,296)

Cash and cash equivalents

Beginning of year 7,226 4,002

End of period $ 5823 § 706

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
1. Nature of Business and Summary of Significant Accounting Policies
Nature of Business

Body Central Corp. (the "Company"), formerly known as Body Central Acquisition Corp., is a specialty retailer of young women's apparel and
accessories operating retail stores in the South, Mid-Atlantic and Midwest regions of the United States. In addition, the Company operates a

direct business through its e-commerce website, www.bodyc.com, and Body Central catalog.
Stock Split

On October 13, 2010, a 25.40446-for-1 stock split of the Company's outstanding Common Stock was implemented in conjunction with the
Company's initial public offering ("IPO"). All Common Stock shares, per share data, and option exercise prices in the accompanying
consolidated financial statements and notes to the consolidated financial statements have been retroactively adjusted for all periods presented to
give effect to the stock split.

Principles of Consolidation

In the opinion of management, the accompanying Unaudited Consolidated Financial Statements include all adjustments, consisting of only
normal recurring adjustments, necessary for the fair statement of consolidated financial position, results of operations, and cash flows for the
interim periods presented. All intercompany accounts and transactions have been eliminated in consolidation. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in the United States
of America ("GAAP") have been condensed or omitted pursuant to the rules and regulations of the Securities and Exchange Commission
("SEC"). Accordingly, these Unaudited Consolidated Financial Statements and related Notes thereto should be read in conjunction with the
Consolidated Financial Statements and Notes thereto for the fiscal year ended January 2, 2010, included in the Company's Registration
Statement on Form S-1 (File No. 333-168014), as amended ("Registration Statement"), filed with the SEC.

Fiscal Year End

The Company's fiscal year ends on the Saturday closest to December 31. As used herein, the interim periods presented are the thirty-nine week
periods ended October 2, 2010 and October 3, 2009, respectively.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. On an ongoing basis,
management evaluates its estimates and judgments, including those related to inventory valuation, property and equipment, recoverability of
long-lived assets, including intangible assets, income taxes and stock-based compensation.
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BODY CENTRAL CORP.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1. Nature of Business and Summary of Significant Accounting Policies (Continued)
Segment Reporting

GAAP has established guidance for reporting information about a company's operating segments, including disclosures related to a company's
products and services, geographic areas and major customers. The Company has aggregated its net revenues generated from its retail stores and
its direct business into one operating segment. The Company aggregates its operating segments because they have a similar class of customer,
nature of products, nature of production process and distribution methods as well as similar economic characteristics. The Company has no
international sales. All of the Company's identifiable assets are in the United States.

Inventories

Inventories are comprised principally of women's apparel and accessories and are stated at the lower of cost or market, on a first-in-first-out
basis, using the retail inventory method. Included in the carrying value of merchandise inventory, and reflected in cost of goods sold, is a reserve
for shrinkage which is accrued between physical inventory dates as a percentage of sales based on historical inventory results.

The Company reviews its inventory levels to identify slow-moving merchandise and generally uses markdowns to clear this merchandise. The
Company records a markdown reserve based on estimated future markdowns related to current inventory to clear slow-moving inventory. These
markdowns may have an adverse impact on earnings, depending on the extent and amount of inventory affected. The markdown reserve is
recorded as an increase to cost of goods sold in the Consolidated Statements of Operations.

New Accounting Standards

In August 2009, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update (ASU) 2009-05, Measuring

Liabilities at Fair Value (Topic 820) . The objective of the new guidance is to provide clarification for the fair value measurement of liabilities,
specifically providing clarification that in circumstances in which a quoted price in an active market for an identical liability is not available, a
reporting entity is required to measure fair value using certain prescribed techniques. Techniques highlighted include using 1) the quoted price of
the identical liability when traded as an asset, 2) quoted prices for similar liabilities or similar liabilities when traded as assets or 3) another
valuation technique that is consistent with the principles of fair value measurements. The new guidance also clarifies that when estimating the
fair value of a liability, a reporting entity is not required to include a separate input or adjustment to other inputs relating to the existence of a
restriction that prevents the transfer of the liability. Finally, the guidance clarifies that Level 1 fair value measurements include both a quoted
price in an active market for the identical liability and a quoted price for the identical liability when traded as an asset in an active market when
no adjustment to the quoted price of the asset is required. The Company's adoption of this guidance did not have a material impact on its
financial statements or disclosures.

In January 2010, the FASB issued ASU 2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair
Value Measurements. The new guidance requires disclosures of transfers in and out of Level 1 and 2 fair value measurements, including a
description of the reason for the transfer. The new guidance also calls for disclosures about the activity in Level 3 measurements by separately
presenting information on purchases, sales, issuances and settlements on a gross basis rather
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1. Nature of Business and Summary of Significant Accounting Policies (Continued)

than a single net number. The guidance also clarifies 1) the level of disaggregation that should be used in completing disclosures about fair value
measurements and 2) the disclosures required in describing the inputs and valuation techniques used for both nonrecurring and recurring fair
value measurements. This guidance is effective for interim and annual reporting periods beginning after December 15, 2009, except for the new
disclosures regarding the activity in Level 3 measurements, which became effective for fiscal years beginning after December 15, 2010.

Reclassification

A reclassification has been made to the thirty-nine weeks ended October 3, 2009 Consolidated Financial Statements in order to conform to the
presentation for the thirty-nine weeks ended October 2, 2010.

2. Financial Instruments

The FASB-issued guidance establishes a framework for measuring fair value that is based on the inputs market participants use to determine fair
value of an asset or liability and establishes a fair value hierarchy to prioritize those inputs. The guidance under this statement describes a
hierarchy of three levels of input that may be used to measure fair value:

Level 1 Inputs based on quoted prices in active markets for identical assets and liabilities.

Level 2 Inputs other than Level 1 quoted prices, such as quoted prices for similar assets and liabilities; quoted prices in
markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the asset or liability.

Level 3 Unobservable inputs based on little market or no market activity and which are significant to the fair value of the
assets and liabilities.

The Company's material financial instruments consist primarily of cash and cash equivalents, accounts receivable, accounts payable, and
accrued expenses. The fair values of cash, accounts receivable, accounts payable and accrued expenses are equal to their carrying values based
on their liquidity.

Considerable judgment is required in interpreting market data to develop estimates of fair value. The fair value estimate presented herein is not
necessarily indicative of the amount that the Company or the debt holders could realize in a current market exchange. The use of different
assumptions and/or estimation methodologies may have a material effect on the estimated fair value.

As more fully described in Note 7, on October 20, 2010, the Company repaid all amounts owed under the term loan facilities of its senior credit
facility using proceeds from its initial public offering ("IPO"). The term loans were repaid at carrying value.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
2. Financial Instruments (Continued)

The Company has determined the estimated fair value amounts of its financial instruments using available market information. The assets that
are measured at fair value on a recurring basis include the following:

Fair Value Measurements Using

Quoted Significant
Prices in Other Significant
Active Observable Unobservable
Markets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)

(in thousands)
Money market

securities:
October 2, 2010 $ 1,754 $ 1,754  $ $
January 2, 2010 $ 2653 $ 2,653 $ $
October 3, 2009 $ $ $ $

Money market securities, which are short-term investments of excess cash, are classified as cash and cash equivalents on the Consolidated
Balance Sheets.

3. Leases

The Company conducts all of its retail sales and corporate operations in leased facilities. Lease terms generally range up to ten years and provide
for escalations in base rents. The Company does not have obligations to renew the leases. Certain leases provide for contingent rentals based
upon sales. Many leases also require additional payments covering real estate taxes, common area costs and insurance. Future minimum rental
commitments, by fiscal year and in the aggregate, under noncancelable operating leases as of October 2, 2010, are as follows.

Fiscal Year (in thousands)
2010 Remaining $ 3,835
2011 13,802
2012 10,902
2013 8,911
2014 8,123
Thereafter 19,463
Total $ 65,036

4. Income Taxes

The provision for income taxes is based on the current estimate of the annual effective tax rate and is adjusted as necessary for discrete events
occurring in a particular period. The effective income tax rate was 37.6% and 37.1% for the thirty-nine weeks ended October 2, 2010 and
October 3, 2009, respectively. The effective rates for the thirty-nine weeks ended October 2, 2010 are higher primarily due to reduced tax credits
expected to be utilized to reduce the Company's fiscal year 2010 income tax liability.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

4. Income Taxes (Continued)

The Company recognizes income tax liabilities related to unrecognized tax benefits in accordance with FASB ASC 740, Income Taxes, guidance
related to uncertain tax positions, and adjusts these liabilities when its judgment changes as the result of the evaluation of new information. The
Company does not anticipate any significant changes to the unrecognized tax benefits recorded at the balance sheet date within the next twelve
months.

5. Related Parties

The Company leases office and warehouse space under a noncancelable lease agreement dated October 1, 2006 with a company that is owned in
part by two stockholders of the Company, both of whom are directors of the Company and one of whom is also a member of management of the
Company. The lease expires on October 1, 2016. The Company incurred rent expense of $351,000 and $346,000 for the thirty-nine weeks ended
October 3, 2009 and October 2, 2010, respectively, related to this lease.

6. Earnings per Common Share

Basic earnings per common share are calculated by dividing net income available to common stockholders by the weighted average number of
common shares outstanding for the period. Diluted earnings per common share includes the determinants of basic earnings per common share
plus the additional dilution for all potentially dilutive stock options and convertible securities utilizing the treasury stock method and
if-converted method, respectively.

The following table shows the amounts used in computing earnings per share and the effect on net income and the weighted average number of
shares potentially dilutive to Common Stock:

Thirty-Nine Weeks Ended

October 2,2010 October 3, 2009
(in thousands, except share and

per share data)

Net income as reported $ 7,063 $ 1,304
Less: Preferred stock dividends declared (113) (113)
Net income attributable to common shareholders $ 6,950 $ 1,191
Weighted average basic common shares 203,235 203,235
Impact of dilutive securities:
Stock options 375,067 85,240
Convertible securities 11,869,109 11,869,109
Weighted average dilutive common shares 12,447,411 12,157,584

Per common share:

Basic income per common share $ 3420 $ 5.86
Diluted income per common share $ 057 $ 0.11
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
6. Earnings per Common Share (Continued)

Stock options to purchase 167,669 shares of Common Stock for the thirty-nine weeks ended October 3, 2009, were outstanding, but were not
included in the computation of weighted average diluted common share amounts as the effect of doing so would have been anti-dilutive.

7. Subsequent Events

On October 13, 2010, the Company amended its authorized capital stock to 150,000,000 shares of Common Stock, par value $0.001 per share,
and 5,000,000 shares of undesignated preferred stock, par value $0.001 per share.

On October 14, 2010, the Company completed the IPO of its Common Stock which included 3,333,333 new shares sold by the Company and
1,666,667 shares sold by the Company's existing shareholders, raising net proceeds of $40.3 million for the Company, after deducting the
underwriting discount. As part of its I[PO, the Company's convertible Series A and Series B Preferred Stock were converted to 11,869,109 shares
of its Common Stock.

On October 20, 2010, using net proceeds from its [IPO, the Company repaid all amounts owing under its term loan facilities of its senior credit
facility, redeemed all its non-convertible, non-voting Series C preferred stock, and paid its transaction bonus plan in which specified employees,
including named executive officers, received an aggregate $1.0 million triggered by the completion of the IPO. There were no amounts
outstanding under the revolving credit facility of the Company's senior credit facility at the time of repayment. Subsequently, the senior credit
facility was terminated.

On November 2, 2010, the underwriters closed on the full exercise of their over-allotment option granted in connection with the Company's IPO
to purchase an additional 750,000 shares of the Company's Common Stock from the Company's selling stockholders. The Company did not
receive any proceeds from the sale of the over-allotment shares by the selling stockholders.
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