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FOOTSTAR, INC.

933 MacArthur Boulevard
Mahwah, NJ 07430
May [__], 2008
ANNUAL MEETING OF STOCKHOLDERS
JUNE [ ], 2008

Dear Stockholder:

It is a pleasure for us to extend to you a cordial invitation to attend the 2008 Annual Meeting of Stockholders of
Footstar, Inc. to be held at 10 a.m. on [ ], June [ ], 2008 at the DoubleTree Hotel, 180 Route 17 South, Mahwah, New
Jersey 07430.

Your vote at the Annual Meeting is important to Footstar and we ask you to vote your shares by following the voting
instructions in the enclosed proxy.

We look forward to seeing you at the Annual Meeting.

Sincerely,

JONATHAN M. COUCHMAN
Chairman of the Board
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FOOTSTAR, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE [ ], 2008

To Footstar Stockholders:

The Annual Meeting of Stockholders of Footstar, Inc. will be held at the DoubleTree Hotel, 180 Route 17 South,
Mahwah, New Jersey 07430 on [ ], June [ ], 2008, at 10 a.m., for the following purposes:

1. To elect two Class II directors for a term expiring in 2011.

2. To ratify the appointment of Amper, Politziner & Mattia, P.C. as the Company’s independent registered public
accounting firm for the 2008 fiscal year.

3. To act upon such other business as may properly come before the Annual Meeting.

Stockholders of record at the close of business on April 18, 2008 are entitled to notice of and to vote at the Annual
Meeting.

#HEFCAUTION***

The Company has received a notice from Outpoint Offshore Fund, Ltd., a Cayman Islands corporation (“Outpoint”),
seeking at the Annual Meeting (1) to nominate individuals to the Company’s Board of Directors, and (2) to propose to
amend the Bylaws of the Company to repeal any and all amendments thereto adopted by the Board of Directors of the
Company and not by the stockholders of the Company after February 7, 2006 and prior to the due election and
qualification of the directors elected at the Annual Meeting (the “By-law Proposal”). Outpoint and certain affiliates have
filed proxy materials with the Securities and Exchange Commission relating to these matters.

If properly raised by Outpoint at the Annual Meeting, the By-law Proposal will be considered at the Annual Meeting.

The Board believes that stockholders should vote FOR the two Company nominees - - Adam W. Finerman and Gerald
F. Kelly - - and not for the Outpoint nominees, and urges you not to sign any proxy cards sent to you by

Outpoint. There have been no amendments to the Company’s By-laws since the February 7, 2006 date referred to
above, nor will the Board implement any amendments prior to the election of directors at the Annual Meeting. As a
result, the Board does not believe the By-law Proposal has any meaningful impact on the stockholders, and believes
stockholders should not vote in favor of the By-law Proposal. The Board of Directors is not soliciting a proxy from
stockholders with respect to the By-law Proposal.
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THE BOARD URGES YOU TO NOT SIGN ANY PROXY CARDS SENT TO YOU BY OUTPOINT. IF YOU
HAVE PREVIOUSLY SIGNED AN OUTPOINT PROXY CARD, YOU CAN REVOKE IT BY SIGNING,
DATING AND MAILING THE ENCLOSED WHITE PROXY CARD IN THE ENVELOPE PROVIDED.

By order of the Board of
Directors,

MAUREEN RICHARDS
Senior Vice President, General
Counsel and Corporate Secretary

May [__], 2008

YOUR VOTE IS IMPORTANT. TO ASSURE YOUR REPRESENTATION AT THE ANNUAL MEETING,
PLEASE VOTE YOUR PROXY, WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING.

ii
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FOOTSTAR, INC.
933 MacArthur Boulevard
Mahwah, NJ 07430

ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE [ ], 2008
PROXY STATEMENT

This Proxy Statement is being furnished to the stockholders of Footstar, Inc. (the “Company” or “Footstar”’) in connection
with the solicitation of proxies by the Board of Directors of the Company for use at the Annual Meeting of

Stockholders to be held on [ ], June [ ], 2008, at 10 a.m. at the DoubleTree Hotel, 180 Route 17 South, Mahwah,

New Jersey 07430 and at any postponement or adjournment (the “Annual Meeting”). At the Annual Meeting,
stockholders are being asked to vote on (1) the election of two Class II directors to serve for a term expiring in 2011

and (2) the ratification of the appointment of Amper, Politziner & Mattia, P.C. as the Company’s independent

registered public accounting firm for the 2008 fiscal year.

This Proxy Statement, Notice of Annual Meeting and accompanying proxy card are first being mailed to stockholders
on or about May [__], 2008.

GENERAL

The holders of shares of Common Stock of the Company of record at the close of business on April 18, 2008 are
entitled to vote such shares at the Annual Meeting. On April 18, 2008, there were 21,256,816 shares of Common
Stock outstanding.

The presence in person or by proxy of the holders of a majority of the shares outstanding on the record date is
necessary to constitute a quorum for the transaction of business at the Annual Meeting. Each stockholder is entitled to
one vote, in person or by proxy, for each share of Common Stock held as of the record date on each matter to be voted
on at the Annual Meeting.

Abstentions and broker non-votes are included in determining the number of shares present or represented at the
Annual Meeting for purposes of determining whether a quorum exists. Abstentions are not included in calculating the
number of votes cast on, in favor of, or in opposition to any matter. Broker non-votes occur when a broker returns a
proxy but does not have discretionary authority to vote on a particular proposal or voting instructions from the
beneficial owner.

Certain proposals are considered “routine” matters and brokers generally may vote on behalf of beneficial owners who
have not furnished voting instructions. For “non-routine” proposals brokers may not vote on the proposals unless they
have received voting instructions from the beneficial owner.

Shares of Common Stock represented by proxies received in time for the Annual Meeting will be voted as specified in
the proxy. Unless contrary instructions are given, the proxy will be voted (1) for the election of the Board of Directors’
nominees for director and (2) for the ratification of the appointment of Amper, Politziner & Mattia, P.C. as our
independent registered public accounting firm for the 2008 fiscal year. Proxies will be voted as recommended by the
Board of Directors or, if no recommendation is given, in the discretion of the proxy holders, with respect to any other
matters properly submitted to stockholders at the Annual Meeting, which may include, among other things, a motion
to adjourn the meeting or part of the meeting relating to one or more items to be voted on at the Annual Meeting in
order to achieve a quorum ; provided, that this discretionary authority will not be utilized to vote either in favor of or
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against (or to abstain regarding) the By-Law Proposal referenced in the Notice of Annual Meeting of Stockholders
accompanying this Proxy Statement and, if a stockholder specifically provides where noted on his or her proxy card
that the stockholder does not grant discretionary authority to vote for an adjournment or postponement of the Annual
Meeting, then the proxies will not use their discretionary authority to vote in favor of such an adjournment or
postponement. Because the Company is not soliciting a proxy with respect to the By-law Proposal referenced in the
Notice of Annual Meeting of Stockholders accompanying this Proxy Statement and the proxy holders will not use
their discretionary voting authority to vote on the By-law Proposal, in order for stockholders to cast a vote by proxy
on the By-law Proposal, stockholders must use the proxy card provided by Outpoint Offshore Fund, Ltd., the
proponent of the By-law Proposal, to the extent Outpoint Offshore Fund, Ltd. makes such a proxy card available to
stockholders.
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If there is no quorum, a majority of the votes present at the Annual Meeting may adjourn the Annual Meeting. If such
an adjournment is proposed by the Company, the proxy holders intend to vote all shares of Common Stock for which
they have voting authority in favor of the adjournment.

The proxy holders will not use their discretionary voting authority to postpone or adjourn the Annual Meeting to
solicit additional proxies except in the case that an adjournment is necessary to achieve a quorum at the Annual
Meeting.

An adjournment will have no effect on the business that may be conducted at the Annual Meeting. If the Annual
Meeting is postponed or adjourned in whole or in part, your proxy will remain valid and may be voted at the
postponed or adjourned meeting. You will remain able to revoke your proxy until it is voted. A separate box is
included on the proxy card giving the named proxies the authority to vote on any proposed adjournment or
postponement of the Annual Meeting unless you have indicated otherwise on the proxy card.

As of the date of this Proxy Statement, the Company is not aware of any matters that are to be presented at the Annual
Meeting other than the election of two directors, the ratification of the appointment of Amper, Politziner & Mattia,
P.C. as the Company’s independent registered public accounting firm for the 2008 fiscal year and, if properly raised by
Outpoint, the By-law Proposal referenced in the Notice of Annual Meeting accompanying this Proxy Statement.
Stockholders may vote by using one of three alternative methods:

(1) by completing and mailing the proxy card; or

(2)  via the Internet, by going to the website http://www.proxyvoting.com/fts and following the instructions for
Internet voting on the proxy card; or

(3)  over the telephone, by dialing 1-866-540-5760 and following the instructions for telephone voting on the proxy
card.
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A proxy may be revoked if, prior to the exercise of the proxy, the Secretary of the Company receives either a written
revocation of that proxy or a new proxy bearing a later date. A proxy may also be revoked by voting in person at the
Annual Meeting. Attendance at the Annual Meeting will not in itself constitute revocation of a proxy.

This proxy solicitation is being made by the Board of Directors of the Company and the expense of preparing,
printing, and mailing this Proxy Statement and proxy is being paid by the Company. In addition to use of the mails,
proxies may be solicited personally, by electronic mail, by facsimile, or by telephone by some of the Company’s
directors and officers as well as regular employees of the Company without additional compensation. You may also
be solicited by means of press releases or postings on the Company’s website , www.footstar.com. The Company has
retained MacKenzie Partners, Inc. to assist with the solicitation of proxies for an estimated fee of [ ] plus expenses.
The Company will reimburse banks, brokers and other custodians, nominees and fiduciaries for their costs in sending
proxy materials to the beneficial owners of Common Stock. The Company’s expenses related to the solicitation in
excess of those normally spent for an annual meeting with an uncontested director election are estimated to be
approximately $200,000 of which approximately $20,000 has been spent to date, which costs will be borne by the
Company.

Appendix I sets forth information relating to the Company’s directors, officers and employees who are considered
“participants” in the solicitation under the rules of the Securities and Exchange Commission (“SEC”) by means of their
position as directors or because they may be soliciting proxies on the Company’s behalf.

In some instances, we may deliver to multiple stockholders sharing a common address only one copy of this Proxy
Statement. If requested by phone or in writing, we will promptly provide a separate copy of the Proxy Statement to a
stockholder sharing an address with another stockholder. To notify the Company, you may write or call Footstar,
Attention: Corporate Secretary, 933 MacArthur Boulevard, Mahwah, NJ 07430, telephone 201-934-2000.
Stockholders sharing an address who currently receive multiple copies and wish to receive only a single copy should
contact their broker or send a signed, written request to us at the address above.

ITEM 1. ELECTION OF DIRECTORS

General. Our Board of Directors currently consists of nine members divided into three classes with three directors in
each class. Directors have been appointed on a staggered term basis, so that each year the term of office of one class
will expire and the terms of office of the other classes will extend for additional periods of one and two years,
respectively. The term of Class II directors will expire at this Annual Meeting. The term of Class III directors will
expire at our 2009 annual meeting, and the term of Class I directors will expire at our 2010 annual meeting. Our
Second Amended and Restated Certificate of Incorporation provides that the number of directors will be reduced
automatically over time in the manner set forth in our Second Amended and Restated Certificate of Incorporation,
unless our Board determines otherwise. Accordingly, the size of Class II will be reduced to two directors at this
Annual Meeting and, as determined by the Board, the director nominees for election at the Annual Meeting to the
Class II seats, to hold office for a term which will expire at the 2011 annual meeting of stockholders or until their
successors are chosen and qualified, are Adam W. Finerman and Gerald F. Kelly. Adam W. Finerman and Gerald F.
Kelly are currently Class II directors of Footstar. The Company has inquired of each of these two nominees and
determined that each has consented to being named as a nominee and to serving as a director if elected. In the event
that any nominee should become unavailable for election, the persons named in the accompanying proxy intend to
vote for such other person, if any, as the Board may designate as a substitute nominee.
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In 2007, the Board determined not to reduce the size of Class I from three directors to one director. The Board has not
made any determinations at this time regarding the size of Class III of the Board, which will be reduced to two
directors when the term of the current Class III directors expires at the 2009 meeting, unless the Board determines
otherwise, resulting in a seven member Board.

Directors are elected by the affirmative vote of a plurality of the votes cast at the Annual Meeting. Abstentions and
broker non-votes are not counted as votes cast in determining the plurality required to elect directors.

The Board of Directors recommends that stockholders vote “FOR” such nominees for director.

The names, ages and certain other information about Adam W. Finerman and Gerald F. Kelly and the directors whose
terms extend beyond the Annual Meeting are set forth below.

Nominees for Election at the Annual Meeting
Adam W. Finerman, 43, Class 11 Director Since 2006

Partner with the law firm of Olshan Grundman Frome Rosenzweig & Wolosky LLP, based in New York City, since
1998. Mr. Finerman practices in the areas of mergers and acquisitions, corporate finance and proxy contests. He also
counsels corporate clients on corporate governance practices and related matters, SEC reporting requirements and
other public company obligations.

Gerald F. Kelly, 60, Class 11 Director Since 2006

From November 2005 until his retirement in 2007, Mr. Kelly was Senior Vice President, Strategic Sourcing and
Continuous Improvement and Chief Information Officer of UAL Corporation, the parent of United Airlines, an air
transportation provider. From 2002 to 2005 he was the Chief Information Officer and Senior Vice President for
Procurement and Continuous Improvement at Sears, Roebuck & Company, a retailer, and was a member of the
Operating, Capital and Contracts, and Political Action Committees. From 2001 to 2002 he was a business advisor.

From 1986 to 2001, Mr. Kelly served as an executive officer of Payless Shoesource, Inc. (“Payless”) of Topeka, Kansas,
a specialty retailer. Mr. Kelly’s last title at Payless was Senior Vice-President — Logistics, Information Systems and
Technology and he served as a member of Payless’ Senior Management, Operating, Capital Expenditure, and Political
Action Committees.

10
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He is a member of The Alexis de Tocqueville Society of The United Way of America.
Directors whose terms extend beyond the Annual Meeting
Jonathan M. Couchman, 39 , Class III Director Since 2006

Mr. Couchman was appointed Chairman of the Board of Footstar on February 7, 2006. He is the Managing Member
of Couchman GP LLC, the general partner of Couchman Investments LP, a private investment partnership established
in 2001 and the Managing Member of Couchman Capital LLC, the co-investment manager of Couchman International
Ltd., a private partnership established in 2001. Mr. Couchman is also the Managing Member of Couchman Capital
Services LLC, the general partner of Couchman Partners LP, a private investment partnership established in 2001 and
the investment manager of Couchman Investments LP and co-investment manager of Couchman International Ltd. In
addition, Mr. Couchman is the President of Couchman Advisors, Inc., a management and advisory company. Mr.
Couchman presently serves as a director of Golf Trust of America, Inc. He is a member of the CFA Institute and the
New York Society of Security Analysts.

Eugene I. Davis, 53, Class III Director Since 2006

Presently Chairman and Chief Executive Officer of PIRINATE Consulting Group, LLC, a privately-held strategic
advisory consulting firm he formed in 1997. From May 2005 to October 2007, Mr. Davis served as Chief Executive
Officer of Golden Northwest Aluminum, Inc., which was an aluminum manufacturing company. From August 2004 to
2006, Mr. Davis served as Chairman of High Voltage Engineering Corporation, which designed and manufactured
high quality applications and engineering products. High Voltage Engineering Corporation filed a voluntary petition
for reorganization under Chapter 11 in February 2005. From 2001 to 2004, Mr. Davis served in various executive
positions including Chairman, Chief Executive Officer and President of RBX Industries, Inc., a manufacturer and
distributor of foam products. RBX Industries, Inc. filed a voluntary petition for reorganization under Chapter 11 in
March 2004. From November 2002 until February 2003, Mr. Davis served in the Office of the Chairman as
Co-President and Chief Executive Officer for Metals USA, Inc., a metal service center business. Mr. Davis presently
serves as Chairman of the Boards of Atlas Air Worldwide Holdings, Inc., Atari, Inc., Foamex International, Inc., and
Cadence Innovation, LLC (a designer and manufacturer of molded plastic components for the automotive industry).
Mr. Davis also serves as a Director of Delta Air Lines, Inc., American Commercial Lines, Inc., Haights Cross
Communication, Knology, Inc., Pliant Corporation, Rural/Metro Corporation, Salton, Inc., SeraCare Life Sciences,
Inc., Silicon Graphics, Inc., Terrestar Corporation and Viskase Companies Inc. Prior to forming PIRINATE
Consulting Group, LLC , Mr. Davis served as the Chief Operating Officer of Total-Tel USA Communications, Inc.
(which was a facilities based provider of voice, data and Internet solutions to commercial and wholesale carrier
markets); President, Vice Chairman and Director of Emerson Radio Corporation (a consumer electronics distributor);
and Vice Chairman of Sport Supply Group, Inc. (a direct-marketer of sporting goods and recreational equipment).

Michael O’Hara, 40, Class I Director Since 2006

11
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President of Consensus Advisors LLC, an investment banking and financial advisory services firm, since February
2006. From September 2003 to February 2006, he was a Managing Director of Financo, Inc., a financial advisory

firm. In May 2002, Mr. O’Hara was appointed the President of the liquidating bankruptcy estates of Casual Male Corp.
(and its affiliates), a specialty retailer. From 2000 to 2002, he served as First Senior Vice President of Corporate
Affairs and General Counsel for Casual Male Corp, and its predecessor, J. Baker, Inc., a specialty retailer. From April
1996 to January 2000, he served as the head of the real estate and legal departments of Brookstone, Inc., a specialty
retailer. Prior to joining Brookstone, Inc. Mr. O’Hara practiced corporate law at the law firm Ropes & Gray in Boston.

Steven D. Scheiwe, 47, Class 1 Director Since 2007

President of Ontrac Advisors, Inc., which provides analysis and management services to private equity groups,
privately held companies and funds managing distressed corporate debt, since May 2001. Mr. Scheiwe also serves as a
director of FiberTower Corporation (a wireless carrier), Zemex Minerals Group, Inc. (a leading North American
supplier of mica and clay products for industrial use), American Restaurant Group, Inc. (an operator of full service
restaurants), and Friedman’s Jewelers, Inc., a fine jewelry retailer. Prior to forming Ontrac, he was the Chief Executive
Officer and a Director of Teletrac, Inc., a wireless location and telecommunications service provider.

Jeffrey A. Shepard, 58, Class 111 Director Since 2005

Mr. Shepard was appointed Chief Executive Officer and President of Footstar on February 7, 2006. He was appointed
to Footstar’s Board of Directors in January 2005. He formerly served as President and Chief Executive Officer of our
Meldisco division from 1996 to February 2006. Mr. Shepard was an executive officer of Footstar at the time it filed
for reorganization under Chapter 11 in March 2004.

Alan I. Weinstein, 65, Class I Director Since 2006

Principal of Alan Weinstein Consultants, a business advisor and provider of retail strategy and consulting services
since 2003. Prior to 2003, Mr. Weinstein was Chairman and Chief Executive Officer of Casual Male Corp., and its
predecessor, J. Baker, Inc., a specialty retailer. Mr. Weinstein has over 34 years of experience in the retail industry. He
is affiliated with AICPA and NYSCPA.

CORPORATE GOVERNANCE
BOARD INDEPENDENCE AND COMPOSITION

Upon the Company’s emergence from bankruptcy, pursuant to the Company’s Plan of Reorganization, our current
President and Chief Executive Officer, Mr. Shepard (who has served as a Company director since 2005 and, prior to
our emergence from bankruptcy, served as President of the Company’s Meldisco division) remained a member of the
Board. All other current members of the Board, including Adam W. Finerman and Gerald F. Kelly, who are our Class
II nominees, were recommended by: (i) Mr. Couchman, who was on the Equity Committee (the committee appointed
by the U.S. Trustee to represent the interests of our stockholders during the bankruptcy proceedings) and who also
was designated as Chairman of the Board upon our emergence from bankruptcy, and (ii) Mr. Shepard, our President
and Chief Executive Officer. All persons designated to serve as directors were appointed in connection with the
approval of the Company’s Plan of Reorganization, except for Mr. Scheiwe who was appointed to the Board in March
2007. Messrs. Scheiwe, Mr. O’Hara and Mr. Weinstein were approved as our Class I directors by our stockholders at
the 2007 Annual Meeting.

12
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The Company is not subject to the listing requirements of any securities exchange or the Nasdaq Stock Market
because the Common Stock of the Company is quoted on the over-the-counter bulletin board. However, the Board has
adopted the independence criteria established by the Nasdaq Stock Market (“Nasdaq”) for determining director
independence and, for all Audit Committee members, the independence requirements of Nasdaq and the SEC for
determining their independence. The Board has determined that of our current Board members each of Messrs.
Couchman, Davis, Finerman, Alan Kelly, Gerald Kelly, O’Hara, Scheiwe, and Weinstein are independent as defined
under the listing requirements of Nasdaq. In making its determinations regarding these directors, the Board assessed
all of the information provided by each director in response to inquiries concerning his independence and concerning
any business, family, employment, transactional, or other relationship or affiliation of such director with the
Company. When considering Mr. Couchman’s independence, the Board considered the matter described under
“Transactions with Related Persons” below. Mr. Sywassink was no longer a Board member when the Board made its
independence determinations. We did not, and were not specifically required to, determine Mr. Sywassink’s
independence under Nasdaq listing requirements, but we believe he would have qualified as independent under the
listing requirements of Nasdaq.

A copy of the Company’s Director Independence Standards is available at the Corporate Governance section of the
Company’s website at www.footstar.com.

Board and Committee Meetings; Director Attendance Policy

In fiscal 2007, the Board held seven meetings, the Audit Committee held seven meetings, the Compensation
Committee held five meetings, and the Nominating and Governance Committee held one meeting. Each current
director attended no fewer than 75% of the total number of meetings of the Board and of the Committees of which he
was a member. Our current director attendance policy is that it is the personal responsibility of each Board member to
endeavor to attend all annual meetings of stockholders. All of our directors attended the 2007 Annual Meeting of
Stockholders.

AUDIT COMMITTEE

Mr. Alan Kelly (Chairperson), Mr. Davis and Mr. Weinstein are the current members of the Audit Committee. The
Board currently intends to appoint a new Chairperson to the Audit Committee following the Annual Meeting. The
Board has determined that each member of the Audit Committee is independent in accordance with Nasdagq listing
requirements (which the Company has adopted as its Independence Standards) and Section 10A-3 of the Securities
Exchange Act. The Board also has determined that each member qualifies as an “audit committee financial expert” in
accordance with SEC rules. This designation is an SEC disclosure requirement related to our Audit Committee
members’ experience and understanding of accounting and auditing matters and is not intended to impose any
additional duty, obligation or liability on our Audit Committee members.

14



Edgar Filing: FOOTSTAR INC - Form PREC14A

The principal functions of the Audit Committee include:

oassisting the Board in the oversight of the integrity of the Company’s financial statements and its financial reporting
processes and systems of internal control;

ooverseeing the Company’s accounting and financial reporting processes and the audits of the Company’s financial
statements; and

oappointing and retaining, compensating and overseeing the work of any registered public accounting firm engaged
for the purpose of preparing or issuing an audit report or performing other audit, review or attest services for the
Company.

COMPENSATION COMMITTEE

Mr. O’Hara (Chairperson), Mr. Scheiwe, and Mr. Couchman are the current members of the Compensation Committee.
The Board has determined that each member of the Compensation Committee is independent in accordance with
Nasdaq listing requirements (which the Company has adopted as its Independence Standards).

The Role of the Compensation Committee

The Compensation Committee holds regularly scheduled in person meetings each year and additional meetings as
appropriate either in person or by telephone. The Compensation Committee has overall responsibility for monitoring,
on an on-going basis, the executive compensation policies, plans and programs of the Company.

The Compensation Committee is responsible for reviewing, determining and approving the compensation of all
officers of the Company, including the Chief Executive Officer and oversees, administers and determines awards, if
any, under the Company’s equity based compensation plans. The Compensation Committee also is responsible for
establishing the semi-annual performance goals and financial targets for the executive officers of the Company under
the semi-annual cash incentive plan and for determining the actual cash incentive award earned during the applicable
performance period. The Compensation Committee may form and delegate authority to subcommittees consisting of
one or more members.

15
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Role of Management

Generally, the Compensation Committee Chair works with management in establishing the agenda for Compensation
Committee meetings. Management prepares and submits information during the course of the year for the
consideration of the Compensation Committee, including performance measures and financial target
recommendations for the semi-annual cash incentive plan and recommendations for increases in salary and other
elements of compensation for the Company’s officers. Upon request by the Compensation Committee, management
provides the Committee with other data and information regarding the compensation of the Company’s executive
officers.

Committee Advisors

The Compensation Committee charter grants the Committee full authority to engage compensation consultants and
other advisors to assist it in the performance of its responsibilities. In the fall of 2006, the Compensation Committee
established a relationship with Mercer Human Resource Consulting (“Mercer”), in which Mercer was engaged by and
reports directly to the Compensation Committee on any compensation issues the Committee deems appropriate,
including the compensation of the Company’s executive officers. Mercer was not engaged in fiscal 2007 by the
Compensation Committee; however, as discussed in the Compensation Discussion and Analysis below, during fiscal
2006, Mercer helped the Compensation Committee design a market peer group and set appropriate compensation
target levels for the three year (2006-2008) compensation program for our Chief Executive Officer and our other
executive officers as compared to that group. Mercer also acts as the Plan Actuary for the Company’s Supplemental
Executive Retirement Plan.

Director Compensation Process
A discussion of director compensation is included in the “Director Compensation” section of this Prox