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Shoe Carnival, Inc.
Evansville, Indiana

Annual Report to Securities and Exchange Commission
January 29, 2011

PART |
ITEM 1. BUSINESS
Forward-Looking Statements

This annual report contains forwalabking statements, within the meaning of the Rev@ecurities Litigation Reform Act of 1995, thavolve
a number of risks and uncertainties. A number ofdi@ could cause our actual results, performaackievements or industry results tc
materially different from any future results, perfance or achievements expressed or implied byetf@svardiooking statements. The
factors include, but are not limited to: generadremmic conditions in the areas of the United Stateshich our stores are located; the eff
and duration of economic downturns and unemploymeges; changes in the overall retail environmeik more specifically in the apparel
footwear retail sectors; our ability to generateréased sales at our stores; the potential imgaeitmnal and international security concern
the retail environment; changes in our relationshipth key suppliers; the impact of competition gnéting; changes in weather patte
consumer buying trends and our ability to identifyd respond to emerging fashion trends; the imphclisruptions in our distribution

information technology operations; the effectivene$ our inventory management; the impact of ham&s or other natural disasters on
stores, as well as on consumer confidence and asira in general; risks associated with the sedisprd the retail industry; our ability
successfully execute our growth strategy, includirgavailability of desirable store locations eteptable lease terms, our ability to open
stores in a timely and profitable manner and thailability of sufficient funds to implement our guth plans; higher than anticipated c
associated with the closing of underperformingegpour ability to successfully develop and implairen eeommerce business; the inabi
of manufacturers to deliver products in a timelynmer; changes in the political and economic envirents in the People’Republic of Chin
Brazil, Italy and East Asia, where the primary nfaeturers of footwear are located; the impact gutatory changes in the United States
the countries where our manufacturers are located the continued favorable trade relations betvileeftunited States and China and the «
countries which are the major manufacturers ofieatr. See ITEM 1A. RISK FACTORS of this report.

General

Shoe Carnival, Inc. is one of the natisitargest family footwear retailers. We offer cusérs a broad assortment of moderately priced «
casual and athletic footwear for men, women antti@m with emphasis on national and regional namamdis. We differentiate our ret
concept from our competitors' by our distinctiveghty promotional instore marketing effort and large stores that aveE@800 square fe
generate an average of approximately $2.4 milliomrinual sales and carry an average inventory mfoapnately 28,000 pairs of shoes
location. As of January 29, 2011, we operated 3d¥es in 30 states primarily in the Midwest, Soaitld Southeast regions of the United St

We make available free of charge through the loreRelations portion of our website at www.shoeeadcom our annual reports on Fc
10-K, our quarterly reports on Form 10-Q, our catreeports on Form & and amendments to those reports filed or furrdspersuant t
Section 13(a) or Section 15(d) of the SecuritiesHaxge Act of 1934, as amended, as soon as redg@natticable after we electronically 1
such material with, or furnish it to, the Secustiend Exchange Commission. We have included ousiteebddress throughout this filing
textual references only. The information containadur website is not incorporated into this ForklL

Our annual report on Form 10K as filed with the Securities and Exchange Commigs is available without charge to shareholder:
investment professionals and securities analysts ap written request. Requests should be directed ténvestor Relations at oul
corporate address.

We are an Indiana corporation that was initiallynied in Delaware in 1993 and reincorporated indndiin 1996. References to "we,
"our" and the "Company" in this Annual Report onriRdl0-K refer to Shoe Carnival, Inc. and its sulzsids.
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Business Strategy

Our goal is to continue to grow our net sales aawhiags by strengthening our position as the |dgiesstination store for our customers’

footwear needs. Key elements of our business giratee as follows.

We offer a distinctive shopping experience . Our stores combine competitive pricing with ahhygpromotional, instore marketing effort th
encourages customer participation and creates aaffighexciting shopping experience. We promote d-bitergy retail environment

decorating with exciting graphics and bold col@sd by featuring a stage and barker as the fodat poeach store. With a microphone,

barker, or "micperson”, announces current specials, organizeestsnand games, and assists and educates custwitiethe features at
location of merchandise. Our mic-person offers tigdiduration promotions throughout the day, encouragfiregcustomers to take immed
advantage of our value pricing. We believe thishhigoromotional atmosphere results in various cditipe advantages, including increa
multiple unit sales; the building of a loyal, repeastomer base; the creation of word-of-mouth atsieg; and enhanced sell-through of
season goods.

We offer a broad merchandise assortment. Our objective is to be the destination storeclobice for a wide range of consumers see
moderately priced, current season name brand avatetabel footwear. Our product assortment inekidress and casual shoes, sandals,
and a wide assortment of athletic shoes for theeefamily. The average store carries approxima3y000 pairs of shoes in four gen
categories - men’s, women’s, childrerdnd athletics. In addition to footwear, our s$ocarry selected accessory items complementarye
sale of footwear. We emphasize name brand mercbandicustomers with creative signage and by premiy displaying selected brands
end caps, focal walls and within the aisles. Theisplays may highlight a product offering of a dengendor, highlight sales promotio
advertise promotional pricing to meet or beat catitgrs’ sale prices or may make a seasonal or lifestylersent by highlighting simili
footwear from multiple vendors. These visual menghising techniques make it easier for customeghtgp and focus attention on key ni
brands. Expenses for sighage and visual displagdighting a particular brand will often be paryabr fully reimbursed by the vendor.

We believe that by offering a wide selection oftbathletic and nomthletic footwear, we are able to reduce our exmosu shifts in fashic

n_

preferences between those categories. Our aliliyentify and react to fashion changes is a ketofan our sales and earnings performance.

We offer value to our customers. Our marketing effort targets moderate income, vaescious consumers seeking name brand footwe
all age groups. We believe that by offering a wsgdection of popular styles of name brand merctsmndi competitive prices, we gene
broad customer appeal. Additionally, the time cémss customer appreciates the convenience of apes$topping for the entire family. \
also believe our highly promotional in-store shagpénvironment contributes to a reputation of vadtieing throughout the store.

We maintain an efficient store level cost structure. Our cost efficient store operations and real estatategy enable us to price prodi
competitively. Low labor costs are achieved by lnmgisnerchandise directly on the selling floor in@en stock format, enabling customel
serve themselves, if they choose. This reducesttféing required to assist customers and redutes tevel labor costs as a percentag
sales. We prefer to locate stores predominanthtrip shopping centers in order to take advantddeveer occupancy costs and maximize
exposure to value oriented shoppers.

We rely heavily on information technology. We have invested significant resources in infororatiechnology. Our proprietary invent
management and state-of-the-art poinsale ("POS") systems provide corporate managenienygrs and store managers with the tir
information necessary to monitor and control alagds of operations. The POS provides, in additoother features, full price managen
(including price look-up), promotion tracking cafdies (in support of the spontaneous nature efititstore price promotions), retine sale
and gross margin analysis by product categoryeastbre level and customer tracking. Using the Psii8e managers are able to monitor ¢
and gross profit margins on a real-time basis thhout the day. Reacting to sales trends, ourprple use POS reports to choose from ai
a number of product promotions supplied by ourredized merchandising staff.

3




Our network connects our corporate office to owtriiution center and retail stores via a wide aremvork, providing up-talate sales ai
inventory information as required. Our data waredgoenables the merchandising staff to analyze,salgin and inventory levels by store
day, down to the size of shoe. Using this inforomtiour merchandise managers meet regularly witllaes to compare their product se
gross margins and return on inventory investmeatre previously stated objectives. We believe lynaecess to key business data has en
us in the past to drive annual comparable stoessatreases, manage our markdown activity andawepinventory turnover.

Growth Strategy and Store Location

In reaction to the economic downturn, we signifitaslowed our net store growth during the past years. In view of the recent improvemnr
in consumer spending and commercial real estatela@ment, in fiscal 2011, we expect to open appnexely 20 new store stores and ¢
five stores. These new stores will primarily bedlma in existing geographic areas. Our intentioto ill-in certain undempenetrated marke
with additional stores, thereby increasing the grenfince of the overall market. We also intend terenew smaller markets that we can f
penetrate with one or two stores. We generally adwertise more effectively in these markets, whilps to create immediate bri
awareness. Historically, we have adjusted, and ileantinue to adjust, our annual store growtrerbased on our view of internal and exte
opportunities and challenges.

Critical to the success of opening new storesrigelamarkets or geographic areas is our abilitypltister stores. In larger markets (populat
greater than 400,000), clustering involves opertimg or more stores at approximately the same tamel, in smaller markets that can ¢
support a single store, clustering involves seekigtions in reasonably close proximity to othristng markets. This strategy creates
efficiencies by enabling us to leverage store egpemwith respect to advertising, distribution arahagement costs. We believe the advan
of clustering stores in existing markets will Idadcost efficiencies and overall incremental sglaimis that should more than offset any ad\
effect on sales of existing stores.

The number of stores opened and closed was asviollo

Fiscal years 2010 2009 2008
Stores open at beginning of year 311 304 291
Opened during year 10 16 24
Closed during year 7 9 11
Stores open at end of year 31 31: 30¢

On January 29, 2011, we had 314 stores locate@ isté8es, primarily in the Midwest, South and Sea#t regions of the United States.
prefer strip shopping center locations where ocoapa&osts are typically lower and we enjoy greatgrating freedom to implement our non-
traditional retail methods. We feel that our targestomers enjoy the convenience offered by stigpping centers as opposed to encl
malls. Our stores averaged approximately 10,80@&rsqteet, ranging in size from 6,000 to 26,500 sgudaet. Our current store protot
utilizes between 8,000 and 12,000 square feet,nifpg upon, among other factors, the location efdtore and the population base the st
expected to service. The sales area of most sweggproximately 85% of the gross store size.

All of our stores are leased rather than owned balieve the flexibility afforded by leasing allows to avoid the inherent risks of owning
estate, particularly with respect to ungerforming stores. Before entering a new marketpesorm a market, demographic and compet
analysis to evaluate the suitability of the potantnarket. Potential store site selection criternialude, among other factors, mai
demographics, traffic counts, the tenant mix ofagéeptial strip shopping center, visibility withihe center and from major thoroughfa
overall retail activity of the area and proposeaksk terms. The time required to open a store sifj@ing a lease depends primarily upor
landlord’s ability to deliver the premises. After we acctm premises from the landlord in turnkey conditial® can generally open a st
within 60 days.




In additional to opening new stores, in fiscal 2084 will be launching an eemmerce site during the second half of the yeaetbshoes ar
related accessories through our website, www.shpoeed.com. Our plan is to attract new Shoe Carnival custenierareas where we do
currently operate stores and offer our currentaasts a virtual store for their shopping convengenc

Merchandising and Pricing

Our merchandising strategy is designed to providerge selection of moderately priced footwear theg entire family. Our stores carry
average of approximately 28,000 pairs of shoesifeeg a broad assortment of curresgtason name brand footwear, supplemented withtg
label merchandise and select name brand closeOutsstores also carry complementary accessorids asidhiandbags, shoe care items
socks. The mix of merchandise and the brands afferea particular store are based upon the dembgsmf each market, among ot
factors.

Our pricing strategy is designed to emphasize vdyecombining current season name brand produtt priomotional pricing, we feel that
create a better value for customers. Initial pgoitecisions are guided by gross profit margin ts;g&hich vary by merchandise category
depend on whether the item is name brand or prieéatd merchandise. Markdowns are centrally manayedtie buying staff.

The table below sets forth our percentage of dalgzroduct category:

Fiscal years 2010 2009 2008
Women’s 26% 26% 26%
Men’s 16 15 15
Children’s® 17 17 17
Athletics @ 37 38 38
Accessories and Miscellaneous Items 4 4 4
10% 10(% 10(%

(1) Children’s includes children’s athletic skoe

(2) Includes men’s and women'’s sizes only.

Women'’s, men’s and children’s nathletic footwear categories are further dividet idress, casual, sport, sandals and boots. Attdate
are classified by functionality, such as runningsketball or fithess shoes. In fiscal 2010, atblstyles, including childrer’sizes, represent
approximately half of our footwear sales.

One of our major longerm goals is to improve our operating marginsrmréasing our gross margin and, to a lesser extu#raging gener
and administrative expenses against a higher bakes

Advertising and Promotion

We use various forms of media advertising to comrair the exceptional values offered on specifioeshor entire product categor
Approximately 49% of our total advertising budgeasadirected to television, radio and digital meididiscal 2010. Print media (includi
inserts, direct mail and newspaper ads) and outddwertising accounted for the balance of the budyepecial effort is made to utilize 1
cooperative advertising dollars offered by vendehgnever possible.

In-store promotions are a key element in our markegiffigrt. By utilizing both planned and impromptuntests and games, store mana
create an environment that encourages customeadtiten with store personnel. For example, a custoim enticed to purchase additic
merchandise by winning an on-thpet discount. Promotions of this type exemplify emphasis on fun and excitement in order to erdam
customers’ total shopping experience.




We strive to make each store opening a major retaht. Major promotions during grand openings paak selling periods feature contests
prize giveaways. We believe our grand openings helgstablish the highnergy, promotional atmosphere that develops al,logaea
customer base and generates word-of-mouth advertisi

Distribution

We utilize a single distribution center locatedewansville, Indiana. This facility is leased fronthérd party and can support the processincg
distribution needs of a minimum of 460 stores tiliimte future growth. We have the right to expanth a designated expansion area as
as we provide 120 days written notice to the priypewner. Expansion under this option would provigethe processing capacity to supp:
total of approximately 650 stores.

The distribution center is equipped with statekad-drt processing and product movement equipment.fatiéty utilizes cross docking/stc
replenishment and redistribution methods to fitiretproduct requirements. These methods may inatodet verification, price and bar cc
labeling of each unit (when not performed by thenofacturer), redistribution of an order into sizs@rtments (when not performed by
manufacturer) and allocation of shipments to irdlnal stores. Throughout packing, allocating, stpand shipping, our distribution proces
essentially paperless. Merchandise is typicallppéd to each store one time per week. The majofighipments are handled by a dedic
carrier, with occasional use of common carriers.

We will be executing a contract during the firstager of fiscal 2011 with a thirdarty fulfillment agent. The agent will provide fillment
services and serve as the call center for custamreice related to our planned fiscal 2011 e-coremanitiative.

Buying Operations

Maintaining fresh, fashionable merchandise isaaltto our success. Our buyers stay in touch withving trends by shopping fashideading
markets, attending national trade shows, gatheviergdor input and monitoring the current styles simdw leading fashion and lifest
magazines. Management of the purchasing functitineisesponsibility of our Executive Vice Presidef@eneral Merchandise Manager. S
operations personnel are expected to provide itgpotir merchandising staff regarding market spedéshion trends.

We purchase merchandise from over 130 footwear arsndn fiscal 2010, two suppliers, Nike USA, Irand Skechers USA, Inc., e:
accounted for over 10% of our net sales and togetbeounted for over 35% of our net sales. A ldsany of our key suppliers in certi
product categories could have a material adverfeetedn our business. As is common in the industiy,do not have any lortgrm contract
with suppliers.

Competition

The retail footwear business is highly competitMée believe the principal competitive factors i mdustry are merchandise selection, p
fashion, quality, location, store environment aedvice. We compete primarily with department stpst®e stores, sporting goods stores
mass merchandisers.

We compete with most department stores and traditishoe stores by offering lower prices. We compeith off-price retailers, ma
merchandisers and discount stores by offering @madd deeper selection of merchandise.

Many of our competitors are significantly largerdamave substantially greater financial and othspueces. However, we believe that
distinctive retail format, in combination with owide merchandise selection, competitive priceslandoperating costs, enables us to com
effectively.

Store Operations

Management of store operations is the responsilsifiour Executive Vice Presidentore Operations, who is assisted by divisionalagers
regional managers and the individual store gemaealagers. In general, each stbhes a general manager and up to three assistarigera
depending on sales volume. Store operations peet@mne charged with making certain merchandisingsitens necessary to maximize s
and profits primarily through merchandise placemeignage and timely clearance of slower sellirggni. Administrative functions &
centrally controlled from the corporate headquart@hese functions include accounting, purchasstaye maintenance, information syste
advertising, human resources, distribution andipgic




Employees

At January 29, 2011, we had approximately 4,300leyees, of which approximately 2,500 were emploged partime basis. The number
employees fluctuates during the year primarily thuseasonality. None of our employees are repreddnt a labor union.

We attribute a large portion of our success inowwiareas of cost control to our inclusion of \dly all management level employee:
incentive compensation plans. We contribute ath grortion of the cost of medical, disability anfe linsurance coverage for those emplo
who are eligible to participate in Compasgensored plans. Additionally, we sponsor a 40fgt)ement plan that is open to all employees
have met the minimum age and work hour requiremeXitsemployees are eligible to receive discountspurchases from our stores.
consider our relationship with our employees teégsfactory.

Seasonality

Our quarterly results of operations have fluctuatatl are expected to continue to fluctuate infthere, primarily as a result of seasc
variances and the timing of sales and costs adedcigith opening new stores. Naoapital expenditures, such as advertising and iz
incurred prior to the opening of a new store am@rgéd to expense as incurred. Therefore, our eesitiperations may be adversely affecte
any quarter in which we incur pre-opening expemsizged to the opening of new stores.

We have three distinct peak selling periods: Eabtmrk-to-school and Christmas.

Trademarks

We own the following federally registered tradensadnd service marks: Shoe Carnifand associated trade dress and related logo:
Carnival®, Donna Lawrenc® , Oak MeadowP , Victoria Spensef , Via Nova®, Innocence® , Carnival Lites®, Y-NOT?®, UNRSED®,
Solanz®, and 93 Octan@. We believe these marks are valuable and, accosding intend to maintain the marks and the relaggistrations
We are not aware of any pending claims of infringatror other challenges to our right to use theaeks

Environmental

Compliance with federal, state and local provisioegulating the discharge of material into the sswinent or otherwise relating to
protection of the environment has not had a madteffact upon our capital expenditures, earningcampetitive position. We believe 1
nature of our operations have little, if any, eoaimental impact. We therefore anticipate no mdteaaital expenditures for environmet
control facilities for our current fiscal year arfthe foreseeable future.

Executive Officers

Name Age Position

J. Wayne Weaver 76 Chairman of the Board and Director

Mark L. Lemond 56  President, Chief Executive Officer and Director

Timothy T. Baker 54  Executive Vice President - Store Operations

W. Kerry Jackson 49  Executive Vice President - Chief Financial Offiegrd Treasurer
Clifton E. Sifford 57  Executive Vice President - General Merchandise Mana

Kathy A. Yearwood 44 Senior Vice President — Controller and Chief AcammOfficer
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Mr. Weaveris Shoe Carniva$ largest shareholder and has served as Chairméme &oard since March 1988. From 1978 until Fetyrize
1993, Mr. Weaver had served as president and ekifutive officer of Nine West Group Inc., a desgigrdeveloper and marketer of women’
footwear. He has over 40 years of experience irfdb&vear industry. Mr. Weaver is a former directdrNine West Group, Inc. Mr. Weay
serves as chairman and chief executive officenoksonville Jaguars, LTD and is a member of LC weat, LLC.

Mr. Lemondhas been employed as President and Chief ExecOfffiger since September 1996. From March 1988 tpt&Saber 1996, M
Lemond served as Executive Vice President, Chiefufrgial Officer, Treasurer and Assistant Secret@ry February 3, 1994, Mr. Lemond \
promoted to the position of Chief Operating Officelr. Lemond has served as a Director since Ma@881Prior to March 1988, he serve:
similar officer capacities with Russell’'s Shoe Bizg. Prior to joining Russel’ Shoe Biz, Inc. in 1987, Mr. Lemond was a partmign a public
accounting firm. He is a Certified Public Accourttan

Mr. Bakerhas been employed as Executive Vice Presid&ibre Operations since June 2001. From March 189%umne 2001, Mr. Bak
served as Senior Vice President - Store Operatinosn May 1992 to March 1994, Mr. Baker served ag\President Store Operations. Pri
to that time, he served as one of our regional gersa From 1983 to June 1989, Mr. Baker held vari@tail management positions v
Payless ShoeSource.

Mr. Jacksonhas been employed as Executive Vice Presidé@ttief Financial Officer and Treasurer since Aug2@04. From June 2001
August 2004, Mr. Jackson served as Senior ViceidRres—Chief Financial Officer and Treasurer. From Septenit996 to June 2001, M
Jackson served as Vice Presider@hief Financial Officer and Treasurer. From JanUue993 to September 1996, Mr. Jackson served as
President Controller and Chief Accounting Officer. Prior tanbiary 1993, Mr. Jackson held various accountirgjtipos with us. Prior 1
joining us in 1988, Mr. Jackson was associated witlublic accounting firm. He is a Certified Pubccountant

Mr. Siffordhas been employed as Executive Vice Presid&aneral Merchandise Manager since June 2001. Amih13, 1997 to June 20(C
Mr. Sifford served as Senior Vice President - Gahbterchandise Manager. Prior to joining us, Miff@d served as merchandise manager-
shoes for Belk Store Services, Inc.

Ms. Yearwoowas promoted to Senior Vice Preside@ontroller in March 2011 and has served as ouncjpal accounting officer since Mai
2010 and as our Chief Accounting Officer since JaB&0. From March 2005 through February 2011, M=arwood served as Vice President -
Controller and prior to that served as corporatattoier since joining us in December 2002. Beffiming us, Ms. Yearwood served
various financial positions in the radio, newspagrad public accounting industries. She is a Cediffublic Accountant.

Our executive officers serve at the discretionhef Board of Directors. There is no family relatibipsbetween any of our Directors or execu
officers.

(Pursuant to General Instruction G (3) of FormKl,Ghe foregoing information is included as an umbered Item in PART | of this anni
report in lieu of being included in our Proxy Statnt for our 2011 Annual Meeting of Shareholders.)

ITEM 1A. RISK FACTORS

Carefully consider the following risk factors aritlaher information contained in this annual repoefore making an investment decision \
respect to our common stock. Investing in our comstock involves a high degree of risk. If any lué following risks actually occur, we
not be able to conduct our business as currerglynad and our financial condition and operatingltssould be seriously harmed. See IT
1. BUSINESS - "Forward-Looking Statements" of tt@port.

Economic conditions and unemployment rates may adversely affect consumer spending and may significantly harm our business. The

success of our business depends to a significaehexpon the level of consumer spending. A numdfefactors may affect the level
consumer spending on merchandise that we offdydimgy, among other things:

e general economic, industry and weather conditions;




e unemployment trends;

e energy costs, which affect gasoline and home hgatiices;
e the level of consumer debt;

e consumer credit availability;

e real estate values and foreclosure rates;

e consumer confidence in future economic conditions;

e interest rates;

e tax rates and policies; and

e war, terrorism, other hostilities and security cems.

The merchandise we sell generally consists of éismrary items. Adverse economic conditions andmpieyment rates, and any rels
decrease in consumer confidence and spending nsajt i reduced consumer demand for discretionsams. Any decrease in consul
demand could reduce traffic in our stores, limé frices we can charge for our products and fosd® take inventory markdowns, which cc
have a material adverse effect on our businessltsesf operations and financial condition. Redudedhand may also require increased se
and promotional expenses. Reduced demand and secremmpetition could increase the need to closenperforming stores, which co
result in higher than anticipated closing costs.

We face significant competition in our markets and we may be unable to compete favorably. The retail footwear industry is highly competiti
We compete primarily with department stores, shimees, sporting goods stores and mass merchandidensy of our competitors &
significantly larger and have substantially gredteancial and other resources than we do. Econgressures on or bankruptcies of
competition could result in increased pricing puess. This competition could adversely affect aguits of operations and financial condi
in the future.

Our failure to identify fashion trends could result in lower sales, higher markdowns and lower gross profits. Our success depends upon
ability to anticipate and react to the fashiondastf our customers and provide merchandise thisfisa customer demand. Our failure
anticipate, identify or react appropriately to chas in consumer fashion preferences may resulivired sales, higher markdowns to rec
excess inventories and lower gross profits. Comber# we fail to anticipate or react to consundemand for our products, we may experit
inventory shortages, which would result in lostesaind could negatively impact our customer goddauir brand image and our profitabili
Moreover, our business relies on continuous chamgésshion preferences. Stagnating consumer preéeis could also result in lower si
and would require us to take higher markdowns doice excess inventories.

A failure to increase sales at our existing stores may adversely affect our stock price and impact our results of operations. A number o
factors have historically affected, and will continto affect, our comparable store sales resukthyding:

e competition;

e timing of holidays including sales tax holidays;

e general regional and national economic conditions;
e inclement weather;

e consumer trends, such as less disposable incomt® dine impact of higher gasoline prices;
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e fashion trends;

e changes in our merchandise mix;

e our ability to distribute merchandise efficienttyaur stores;

e timing and type of, and customer response to, salests, promotional activities or other advertisin
e the effectiveness of our inventory management;

e new merchandise introductions; and

e our ability to execute our business strategy eiffett.

Our comparable store sales results have fluctuistdte past, and we believe such fluctuations maytinue. The unpredictability of c
comparable store sales may cause our revenue sultsref operations to vary from quarter to quarded an unanticipated decline in revel
or operating income may cause our stock priceuttdiate significantly.

We depend on our key suppliers for merchandise and advertising support and the loss of key suppliers could adversely affect our business.
Our business depends upon our ability to purchaskidnable, name brand and other merchandise gietitive prices from our suppliers.
fiscal 2010, two branded suppliers, Nike USA, land Skechers USA, Inc., collectively accounteddeer 35% of our net sales. Name br
suppliers also provide us with cooperative adviedisand visual merchandising funds. A loss of ahypuar key suppliers in certain prod
categories or our inability to obtain name branihrer merchandise from suppliers at competitiveggrcould have a material adverse e
on our business. As is common in the industry, w@at have any long-term contracts with our supglie

An increase in the cost or a disruption in the flow of our imported goods may decrease our sales and profits. We rely on imported goods
sell in our stores. Substantially all of the fooaw@roduct we sell is manufactured overseas, imttuthe merchandise we import directly fr
overseas manufacturers and agents and the mershamelipurchase from domestic vendors. The prinr@ryvear manufacturers are locate
China, Brazil, Italy and East Asia. A disruptiontire flow of imported merchandise or an increasthécost of those goods may decreas
sales and profits. In addition, we do not contnal wendors or their labor and business practichs. violation of labor or other laws by one
our vendors could have an adverse affect on olinéss.

If imported merchandise becomes more expensivenavailable, the transition to alternative sourcesy mot occur in time to meet ¢

demands. Products from alternative sources mayf besser quality and more expensive than thosewmetly import. Other risks associa
with our use of imported goods include:

e disruptions in the flow of imported goods becaukéaotors such as electricity or raw material shges, work stoppages, strikes
political unrest;

e problems with oceanic shipping, including shippaumtainer shortages;
e economic crises and international disputes;
e currency exchange rate fluctuations;

e increases in the cost of purchasing or shippingifor merchandise resulting from the failure to rtedimnormal trade relations w
source countries;

e import duties, import quotas and other trade sansti
e increases in shipping rates imposed by the trac#i®ahipping cartel; and

e the impact of regulatory changes in the UnitedeStaind the countries where our manufacturers aagdd, including but not limited
requirements relating to product safety and tesdimg) environmental requirements.
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We may not be able to successfully execute our growth strategy, which could have a material adverse effect on our business, financial
condition and results of operations. We intend to open new stores as a part of our gretvaitegy. We may not be able to open all of s
stores contemplated by our growth strategy anchéwestores that we open may not be as profitabéxiaing stores.

The complexity of our operations and managemengoresibilities will increase as we grow. Our grovethategy requires that we continu
expand and improve our operating and financialesystand to expand, train and manage our employse braaddition, as we open new stc
we may be unable to hire a sufficient number ofli§jed store personnel or successfully integrateriew stores into our business.

The success of our growth strategy will depend awmber of other factors, many of which are oubof control, including, among ott
things:

e our ability to locate suitable store sites and tieg® store leases (for new stores and renewal&vamable terms;
e the acceptance of the Shoe Carnival concept inmarkets;

e our ability to provide adequate distribution to pag growth;

e our ability to source sufficient levels of invengdo meet the needs of new stores;

e particularly in new markets, our ability to opersafficient number of new stores to provide theicait mass needed for efficic
advertising and effective name recognition;

¢ the availability of financing for capital expendi#s and working capital requirements;
e our ability to improve costs and timing associatéth opening new stores; and

e the impact of new stores on sales or profitabiitgxisting stores in the same market.

Due to the risks involved, we may be unable to ap@n stores at the rates expected. If we fail twassfully implement our growth strateg'
could have a material adverse effect on our busjregncial condition or results of operations.

We plan to invest in the development of an e-commerce business, which may not be successful or could distract management from our core
business . During the second half of fiscal 2011, we intendlaunch an €ommerce business to sell shoes and related aciesssohi
development of such a business channel could cost than expected, distract management from owr bosiness, take business from
existing store base resulting in lower sales ingiares, or be unsuccessful. In the event thatpgad more than anticipated, lose focus or
core business, cannibalize our existing store b@asare unsuccessful in the development or exetwi@n ecommerce business, it may ha
material adverse effect to our business, resultpefations or financial condition.

We would be adversely affected if our distribution or information technology operations were disrupted. We currently operate a sing
410,000 square foot distribution center in Evamasyilndiana. Virtually all merchandise received duyr stores, with the exception of a sr
amount of goods shipped directly to the storesanid will be shipped through our distribution cent®ur corporate computer networlk
essential to our distribution process. If our digttion center is shut down for any reason, such aatural disaster, power outage or terr
attack, or if our information technology systems mtut operate effectively, or if we are the targétattacks or breaches, we could ir
significantly higher costs and longer lead timesoagted with distributing our products to our s®rOur insurance only covers costs rel:
to specified, limited matters such as a shutdowas wufire and windstorms, but does not cover othaants such as acts of war or terr
attacks. Even in the event of a shutdown due terl/matters, we cannot assure you that our inseraill be sufficient, or that the insurai
proceeds will be paid to us in a timely fashionut8lowns or information technology disruptions cobliye an adverse effect on our oper:
and financial performance.
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In addition, our stores process debit and credil t@nsactions. We believe we have establishedoppipte controls to protect our custom
personal confidential information gathered whenebidor credit card is utilized. However, in theeat that such confidential informatior
misused or obtained by an unauthorized third pavey,could be subject to negative publicity thatldduarm our business, as well as ha
material adverse effect on our financial conditionsesults of operations.

We will require significant funds to implement our growth strategy and meet our other liquidity needs. We cannot assure you that we
continue to generate sufficient cash flow from @piens or obtain sufficient borrowings under ouisérg credit agreement to finance
growth strategy and meet our other liquidity nedddiscal 2011, capital expenditures are expetterhnge from $21 million to $23 millic
Our actual costs may be greater than anticipatexlaMb require working capital to support inventimyour existing stores. Failure to gene
or raise sufficient funds may require us to moddgjay or abandon some of our future growth or egfare plans. In addition, our resi
could be adversely affected if we borrow funds enterest rates materially increase from preserdltev

Our failureto retain our existing senior management team and to continue to attract qualified personnel could adversely affect our business.
Our success depends to a large extent on the oeudtiservice of our executive management team. Deparby executive officers could ha\
negative impact on our business, as we may nobleeta find suitable management personnel to repieparting executives on a timely bz
Furthermore, our strategy requires us to contimugdin, motivate and manage our employees andttacg motivate and retain additio
qualified managerial and merchandising personnem@tition for these types of personnel is intease, we cannot assure you that we wi
successful in attracting, assimilating and retajrtine personnel required to grow and operate osinbas profitably.

Failure to maintain effective internal control over financial reporting could result in a loss of investor confidence in our financial reports
and have a material adverse effect on our stock price. We must continue to document, test and evaluaterwemal control over financi
reporting in order to satisfy the requirements e€tibn 404 of the Sarban€sdey Act of 2002, which requires annual reportsniignageme;
regarding the effectiveness of our internal contnedr financial reporting and a report by our inelegient registered public accounting 1
attesting to the effectiveness of our internal oandver financial reporting. We have expended, arpgect that we will continue to expe
significant management time and resources docungerathd testing our internal control over finanaigporting. If we conclude in futu
periods that our internal control over financigdoging is not effective, it could result in lostviestor confidence in the accuracy, reliability
completeness of our financial reports. Any sucméveould have a material adverse effect on owkgioice.

Our quarterly operating results will fluctuate due to seasonality and other factors. Our quarterly results of operations have fluctudtethe
past and can be expected to continue to fluctueattee future. Our quarterly results of operatioresaffected by a variety of factors, including:

e fashion trends;

e calendar shifts of holiday or seasonal periods;

o the effectiveness of our inventory management;

e weather conditions;

e timing of opening of new stores;

e changes in general economic conditions and consspgrding patterns; and

e actions of competitors or co-tenants.
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We have three distinct peak selling periods: Eabigtk-toschool and Christmas. To prepare for our peak shgmeasons, we must order
keep in stock significantly more merchandise thawwould carry during other parts of the year. Amanticipated decrease in demand fot
products during these peak shopping seasons ceqidre us to sell excess inventory at a substamtékdown, which could reduce our
sales and gross margins and negatively impact iditability. Our operating results depend sigraftly upon the sales generated during t
periods. If our future quarterly results fail to @¢he expectations of research analysts, them#rket price of our common stock could dec
substantially.

Our stock price may be volatile and could decline substantially. The stock market has, from time to time, experidnegtreme price ai
volume fluctuations. Many factors may cause thekeigprice for our common stock to decline, inclugdin

e operating results failing to meet the expectatiminsecurities analysts or investors in any quatrter;
e downward revisions in securities analysts’ estimate
e material announcements by us or our competitors; an

e the other risk factors cited in this annual report.

In the past, companies that have experienced liylati the market price of their stock have beke subject of securities class action litigal
If we become involved in a securities class actiigation in the future, it could result in substel costs and diversion of managen
attention and resources, thus harming our business.

We are controlled by our principal shareholder. J. Wayne Weaver, our Chairman of the Board of @inescand principal shareholder,
spouse and an adult child together own approxima28l3% of our outstanding common stock. Accordindilr. Weaver is able to ex
substantial influence over our management and tGpesa In addition, his interests may differ fromhme opposed to the interests of our ¢
shareholders, and his control may have the effedelaying or preventing a change in control thalrbe favored by other shareholders.

Provisions of our organizational documents and Indiana law might deter acquisition bids for us. Our Restated Articles of Incorporation i
Indiana corporate laws contain provisions that rdéscourage other persons from attempting to acqeimgrol of us, including, witho
limitation, a Board of Directors that has staggeterms for its members, supermajority voting primns, restrictions on the ability
shareholders to call a special meeting of sharehsldnd procedural requirements in connection sitareholder proposals or diret
nominations. The Board of Directors has the authdd issue preferred stock in one or more serigisowt the approval of the holders of
common stock. Further, Indiana corporate law costdiusiness combination provisions that, in gen@rahibit for five years any busine
combination with a beneficial owner of 10% or mofeour common stock unless the holdesicquisition of the stock was approved in adv
by our Board of Directors. Indiana corporate lasoatontains control share acquisition provisioras limit the ability of certain shareholder:
vote their shares unless their control share aitiuisis approved. In certain circumstances, thet fhat corporate devices are in place
inhibit or discourage takeover attempts could redhe market value of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease all existing stores and intend to leddetale stores. Over 97% of the leases for oustexg stores provide for fixed minimum ren
and approximately 60% provide for contingent remgayments based upon various specified percentaigsales above minimum leve

Certain leases also contain escalation clauseéadogases in minimum rentals, operating costs axelst
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The following table identifies the number of ounrgts in each state as of January 29, 2011:

State # State #
Alabama 11  Mississippi 6
Arkansas 8  North Caroling 17
Arizona 2 North Dakote 2
Colorado 4 Nebraske 1
Florida 21 Ohio 18
Georgia 14 Oklahoma 7
Idaho 4  Pennsylvania 5
lowa 6  South Carolina 11
lllinois 27  South Dakota 2
Indiana 20 Tennessee 17
Kansas 3 Texas 37
Kentucky 12 Utah 6
Louisiana 12  Virginia 9
Michigan 5  Wisconsin 2
Missouri 20 West Virginia =
Total Stores 314

In February 2006, we entered into an operatingel@dth an independent thingarty to lease our 410,000 square foot distributienter locate
in Evansville, Indiana. The lease has an initiahtef 15 years, commencing on December 1, 2006h¥ve the right to extend the initial le
term for up to three additional periods of five seaach.

In June 2006, we entered into an operating leafe avi independent thirdarty to lease our corporate headquarters for @ialiterm of 1t
years, commencing on June 1, 2007. We have thetagixtend the initial lease term for up to thaglelitional periods of five years eau

For additional information with respect to our peojes, see ITEM 1. BUSINESS Gfowth Strategy and Store Location" and "Distriboti a
well as PART I, ITEM 7. MANAGEMENT'S DISCUSSION AD ANALYSIS OF FINANCIAL CONDITION AND RESULTS Ol
OPERATIONS - "Executive Summary" of this report.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various legal proceedings ineatdeto the conduct of our business. While the omne of any legal proceeding is alw
uncertain, we do not currently expect that any spigdteedings will have a material adverse effectoan financial position or results
operations.

ITEM 4. [REMOVED AND RESERVED]
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PART I

ITEM 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market Information and Holders
Our common stock has been quoted on The NASDAQkS¥arket, LLC under the trading symbol "SCVL" sinlgarch 16, 1993.

The quarterly high and low trading prices werea@®vs:

Fiscal year 2010 High Low

First Quarter $ 2878 $ 17.21
Second Quarter 29.2¢ 18.0:
Third Quarter 23.6: 16.2¢
Fourth Quarter 30.0¢ 22.6¢

Fiscal year 2009

First Quarter $ 1228 $ 6.0f
Second Quarter 14.1¢ 9.2t
Third Quarter 17.3¢ 11.6:
Fourth Quarter 21.1¢ 14.6¢

As of April 6, 2011, there were approximately 2@3ders of record of our common stock.
No unregistered equity securities were sold byurgngd fiscal 2010
Dividends

We have not paid, and do not currently intend tp, pash dividends on our common stock in the farabke future. The payment of any fut
dividends will be at the discretion of our Board @ifectors and will depend upon, among other thirfgure earnings, operations, caf
requirements, our general financial condition aadegal business conditions. Our credit agreemémwslthe payment of dividends as long
the dividends distributed do not exceed 30% ofcmmsolidated net income for the preceding fiscarye

Issuer Purchases of Equity Securities

Throughout fiscal 2010, we issued treasury sharesrployees for the exercise of stock options aeddsuance of restricted stock awards
also repurchased 26,098 shares of common stockessith of our withholding shares or allowing oun@oyees to deliver shares to us to ¢
the income taxes resulting from the vesting ofaiartestricted stock awards. It is our intentiorctmtinue these practices as they relate t
issuance of treasury shares.

On August 23, 2010, our Board of Directors authemtiz $25 million share repurchase program, whidhteriminate upon the earlier of |
repurchase of the maximum amount or December 311.20he purchases may be made in the open markéraugh privately negotiat
transactions from time-ttme and in accordance with applicable laws, raed regulations. The program may be amended, sdegen
discontinued at any time and does not commit ugpairchase shares of our common stock. We interfidnith the share repurchase prog
from cash on hand and any shares acquired willMadladble for stockdased compensation awards and other corporate gagpdhe actu
number and value of the shares to be purchasediepknd on the performance of our stock price dhdronarket conditions. As required
our credit agreement, consent was obtained fromrAgent and the Majority Banks, each as definechéndredit agreement. No shares had
repurchased under this program as of January 29,.20
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The following table summarizes repurchase actiditying the fourth quarter of fiscal 2010:
Issuer Purchases of Equity Securities

Total Numbe Approximate
Of Shares Dollar Value

Purchased of Shares

as Part that May Yet
Total Numbe Average of Publicly Be Purchased
of Shares Price Pai Announced Under

Period Purchased per Shar Programg Programs
October 31, 2010 to November 27, 2010 0 $ 0.0cC 0 $ 25,000,00
November 28, 2010 to January 1, 2( 13,96( $ 27.0C 0 $ 25,000,00
January 2, 2011 to January 29, 2011 0 $ o.0c 0 $ 25,000,00

13,96( 0

(1) Total number of shares purchased represents staligsred to or withheld by us in connection witmmoyee payroll tax withholding upon the vestingcefrtain restricted sto
awards

(2) On August 23, 2010, our Board of Directors authetia $25 million share repurchase program, whidhteriminate upon the earlier of the repurchas¢hef maximum amount
December 31, 201:

Securities Authorized for Issuance Under Equity Corpensation Plans

The information required by this Item concerningsdies authorized for issuance under our equigy® has been incorporated by refer
into PART IlI, ITEM 12 of this report.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should bedr&aconjunction with Management's Discussion amalgsis of Financial Condition a
Results of Operations as contained in PART II, ITEMIong with our consolidated financial statememtd notes to those statements incli
in PART II, ITEM 8 of this report.

(In thousands, except per share and operating data)

Fiscal yearsV 2010 2009 2008 2007 2006
Income Statement Data:
Net Sales $ 739,18 $ 68242 $ 647,57 $ 658,68 $ 681,66

Cost of sales (including buying,
distribution and occupancy

Ccosts) 517,65( 488,81¢ 473,24 472,83: 482,88t
Gross Profit 221,53¢ 193,60t 174,32¢ 185,84¢ 198,77:
Selling, general and

administrative expenses 179,15: 168,47¢ 165,95! 166,71 161,14«
Operating income 42,38t 25,13( 8,37t 19,13: 37,63(
Interest income (165) (39) (148 (690) (1,23%)
Interest expense 25¢ 174 152 264 152
Income before income taxes 42,29: 24,99t 8,37( 19,55¢ 38,71
Income tax expense 15,47 9,82¢ 3,051 6,751 14,94¢
Net income $ 26,82 $ 15,16¢ $ 5,31¢ $ 12,807 $ 23,76¢

Net income per shar
Basic $ 2.11 $ 1.21 $ 0.4z $ 0.9¢ $ 1.7¢
Diluted $ 2.0t $ 1.2C $ 0.4z $ 0.97 $ 1.7:

Average shares outstanding:
Basic 12,72« 12,518 12,40¢ 12,92 13,37:
Diluted 13,06( 12,66( 12,49: 13,15¢ 13,744

Selected Operating Dafa:

Stores open at end of year 314 311 304 291 271
Square footage of store space

at year end (000's) 3,39( 3,372 3,33t 3,23¢ 3,062
Average sales per store (000’s) $ 2,38¢ $ 2,21¢ $ 2,20¢ $ 2,36¢ $ 2,54¢
Average sales per square foot $ 221 $ 204 $ 19¢ $ 20¢ $ 225
Comparable store sal& 8.2% 3.5% (4.6)% (5.2% 1.5%
Balance Sheet Data:
Cash and cash equivalents $ 60,19t $  44,16¢ $ 24,817 $ 9,171 $ 34,83¢
Total assets $ 345,14! $ 311,64: $ 293,07: $ 291,61t $ 311,16:
Long-term debt $ 0 $ 0 $ 0 $ 0 $ 0
Total shareholders’ equity $ 254,34 $ 221,82 $ 204,63t $ 196,61: $ 209,94

(1) Our fiscal year is a 52/53 week year ending onSaeirday closest to January 31. Unless otherwigedstreferences to years 2010, 2009, 2008, 20@i72@06 relate respectively
the fiscal years ended January 29, 2011, Januar@®, January 31, 2009, February 2, 2008, andubep3, 2007. Fiscal year 2006 consisted of 53k&emd the other fiscal ye
consisted of 52 week

(2) Selected Operating Data has been adjusted to aarayip 52 week basis for fiscal 2006.

(3) Comparable store sales for the periods indicatelddie stores that have been open for 13 full moptiws to the beginning of the period, includingsle stores that have been reloc
or remodeled. Therefore, stores opened or closedglthe periods indicated are not included in caraple store sale
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial conditiand results of operations should be read togetitrour consolidated financial stateme
and notes to those statements included in PARITHM 8 of this report.

Overview of Our Business

Shoe Carnival, Inc. is one of the natigtéargest family footwear retailers. As of Janu28y 2011, we operated 314 stores in 30 states phyr
in the Midwest, South and Southeast regions ollthited States. We offer a distinctive shopping eiqmee, a broad merchandise assorti
and value to our customers while maintaining aitieffit store level cost structure.

Our stores combine competitive pricing with a hjghtomotional, instore marketing effort that encourages customeiczation and creates
fun and exciting shopping experience. We believe thighly promotional atmosphere results in vari@oesnpetitive advantages, includ
increased multiple unit sales; the building of yallo repeat customer base; the creation of worthofith advertising; and enhanced sketbugt
of in-season goods. Our objective is to be theimssdn store-ofehoice for a wide range of consumers seeking moelgrariced, currel
season name brand and private label footwear. @uaupt assortment includes dress and casual sbaedals, boots and a wide assortme
athletic shoes for the entire family. We believatthy offering a wide selection of both athleticdlaronathletic footwear, we are able to red
our exposure to shifts in fashion preferences betvthose categories.

Our marketing effort targets moderate income, va@oiescious consumers seeking name brand footweallfage groups. We believe that
offering a wide selection of popular styles of nabtand merchandise at competitive prices, we gémdmaad customer appeal. Our cost-
efficient store operations and real estate stragegple us to price products competitively. Lowolabosts are achieved by housing merchal
directly on the selling floor in an opesteck format, enabling customers to serve themseglf/éhey choose. This reduces the staffing resglic
assist customers and reduces store level labos agst percentage of sales. We locate stores piealathy in strip shopping centers in orde
take advantage of lower occupancy costs and magiouz exposure to value-oriented shoppers.

Our fiscal year is a 52/53 week year ending onSatirday closest to January 31. Unless otherwédedstreferences to years 2010, 200¢
2008 relate respectively to the fiscal years enldguiary 29, 2011, January 30, 2010, and Janua2089,

Executive Summary

Fiscal 2010

For fiscal 2010, our consistent, positive quarteptgcution enabled us to generate the highest Anomgparable store sales and earnings il
history. We were able to take advantage of incik@smsumer demand for footwear, particularly indsds, boots and toning footwear. (

strong sales performance in each quarter, when icethlwith higher gross profit margins and contrblkxpenses, produced record an
results.

e Q1 — Achieved an all-time quarterly record of $0p&2 diluted share.

e Q2 — Achieved record second quarter earnings patedi share of $0.32.

e Q3 —Achieved record third quarter earnings per diligbdre of $0.70. This represented the highest thiedter earnings in our history ¢
the second highest all-time quarterly earningdjricaonly the earnings per diluted share achiewetthe first quarter of fiscal 2010.
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e Q4 —Achieved fourth quarter earnings per diluted stodr$0.33. This represented the second highestHayurarter earnings in our histc
trailing only the earnings per diluted share ackéein the fourth quarter of fiscal 2006, which veas4-week quarter.

On an annual basis:

e Comparable store sales increased 8.2%. This repesséhe highest annual comparable store salestlgriovthe history of Shoe Carniv
Our sales gains were largely driven by an incréasthe number of footwear units sold, as the coresumsponded favorably to ¢
assortment of footwear. We recorded comparable sales gains in each major merchandise category.

e Our gross profit margin increased to 30.0% fromd28for fiscal 2009. Our merchandise margin incrdab©®%. Buying, distribution au
occupancy costs decreased 0.6%, as a percentagkesf due to the leverage associated with the a@hle store sales increase.

e Net income increased to $26.8 million, or $2.05 giéuted share, compared to $15.2 million, or $1p20 diluted share for the prior fis
year. The $2.05 per diluted share representedigiest annual earnings in our history.

e We ended fiscal 2010 with $60.2 million in cash aadh equivalents and no interest bearing debt.

e Inventories at January 29, 2011 when comparede@tid of the prior year, increased $15.5 millioppfoximately half of this increase v
attributable to an increase in inventory leveldasfing product. While the average unit price oldirfior this style of footwear has declii
since its original introduction last year, we dd believe that the sale of this product duringdis2011 will have a material impact on
overall gross profit margin. Excluding toning pretitthe increase in inventory was in-line with een-toning sales trend.

e We opened ten new stores and relocated three staddgionally, we remodeled approximately 5% ofr @tiore locations, which coincid
with lease renewal activities.

Fiscal 2011
In fiscal 2011, we expect comparable store saldsdase in the low single digits. Additionallyewvill be launching an eemmerce sit
during the second half of the year to sell shoak retated accessories through our website, wwwestroezal.com. We will continue to b

cautious with our inventories and selling, genarad administrative expenses. Capital expendituitseflect our return to a more normaliz
new store growth rate and an accelerated storedeinptan.

e Selling, general and administrative expenses grea®d to rise moderately, primarily due to stamgh.

e Capital expenditures are expected to increase $®mio $7 million primarily due to returning toraore normalized new store growth r
relocating stores to better locations in existingrkets and increasing the rate of remodeling cdtiag stores.

e We anticipate opening approximately 20 stores,cadlag nine and closing five. We are targeting agjpnately 10% of our store locatic
for remodel activities. The remodels at the majooit these locations are being performed to comeiith lease renewal activities.

By controlling the growth in our expense structungentories and capital expenditures in fiscal20&e anticipate having positive free cash
flow for the year. This would be our eighth congeauyear of positive free cash flow.
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Critical Accounting Policies

It is necessary for us to include certain judgment®ur reported financial results. These judgmeéent®lve estimates that are inhere
uncertain and actual results could differ materifilbm these estimates. The accounting policiesréguire the more significant judgments are:

Merchandise Inventorie- Merchandise inventories are stated at the lowerost or market using the first-in, firstit (FIFO) method. |
determining market value, we estimate the fututessprice of items of merchandise contained initiventory as of the balance sheet ¢
Factors considered in this determination includeor g others, current and recently recorded saies9rthe length of time product has k
held in inventory and quantities of various prodstgties contained in inventory. The ultimate amowatized from the sale of certain proc
could differ materially from our estimates. We aésiimate a shrinkage reserve for the period betwiee last physical count and the balz
sheet date. The estimate for the shrinkage resanvée affected by changes in merchandise mix badges in actual shrinkage trends.

Valuation of Long-Lived AssetdNe periodically review our lontived assets if events or circumstances indicagectrrying value may not
recoverable. The carrying value of loliged assets is considered impaired when the eagryalue of the assets exceeds the expected
cash flows to be derived from their use. We condurtreviews at the lowest identifiable level. Gtores are reviewed for impairment or
individual basis.

If the expected future cash flows related to thegiived assets are less than the asseisying value, an impairment loss is recognizedtie
difference between estimated fair value and cagryialue. Assets subject to impairment are adjusiegstimated fair value and, if applical
an impairment loss is recorded in selling, genarad administrative expenses. We estimate the fainevof our londived assets usir
companyspecific assumptions, which would fall within Lev@l of the fair value hierarchy. Our assumptions astmates used in t
evaluation of impairment, including current andufgt economic trends for stores, are subject tah tegree of judgment. If actual result
market conditions differ from those anticipatedditidnal losses may be recorded.

Income Taxe- We calculate income taxes and account for uncetgirpositions in accordance with current authavitgaguidance. Deferre
tax assets and liabilities are recognized baseth@ulifference between the consolidated finand&tkesent carrying amounts of existing as
and liabilities and their respective tax basis.dDefd tax assets and liabilities are measured ubm@stimated tax rates in effect in the y
when those temporary differences are expectedvierse. We are also required to make many subjeaSgamptions and judgments regar
our income tax exposures. Interpretations of andaguce surrounding income tax laws and regulatiams often complex, ambiguous i
change over time. As such, changes in our subgetbsumptions and judgments can materially affectusmts recognized in the consolide
financial statements.

Insurance Reserve- We use a combination of self-insurance and tpady insurance for workers' compensation, emplayesglical an
general liability insurance. These plans have $&isp-provisions that protect us from individual aaghregate losses over specified d
values. When estimating our seifsured liabilities, we consider a number of fasfdncluding historical claims experience, sevefégtors
statistical trends and, in certain instances, ‘adoaassistance provided by independent third-esutiVe will continue to evaluate our self-
insured liabilities and the underlying assumptionsa quarterly basis and make adjustments as ne€llediltimate cost of these claims ma
greater than or less than the established accridiie we believe that the recorded amounts arejwate, there can be no assurance
changes to management's estimates will not occertadimitations inherent in the estimating procdasthe event we determine an acc
should be increased or reduced, we will record suljistments in the period in which such deternmats made.
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Results of Operations
The following table sets forth our results of ofienas expressed as a percentage of net saleseféoltbwing fiscal years:

2010 2009 2008

Net Sales 100.(% 100.(%  100.(%
Cost of sales (including buying, distribution, and

occupancy costs) 70.C 71.€ 73.1
Gross profit 30.C 28.4 26.€
Selling, general and

administrative expenses 24.¢C 247 25.€
Operating income 5.7 3.7 1.3
Interest income (0.0) (0.0) (0.0)
Interest expense 0.C 0.C 0.C
Income before income taxes 5.7 3.7 1.3
Income tax expense 2.1 1.5 0.5
Net income 3.6% 2.2% 0.8%

In the regular course of business, we offer outasuers sales incentives including coupons, dis&uartd free merchandise. Sales are reci
net of such incentives and returns and allowari€es incentive involves free merchandise, thatahandise is recorded as a zero sale ar
cost is included in cost of sales. Comparable stafes for the periods indicated below includeestdhat have been open for 13 full mo
prior to the beginning of the period, including $ecstores that have been relocated or remodeledefbine, stores opened or closed during
periods indicated are not included in comparaliesstales.

2010 Compared to 2009
Net Sales

Net sales increased $56.8 million to $739.2 milliotiscal 2010, an 8.3% increase from net sale®682.4 million in fiscal 2009. Compara
store sales increased 8.2%, or approximately $5dlibn, compared to the prior fiscal year. The gares opened in fiscal 2010, along with
effect of a full year's worth of sales from the dt6res opened in fiscal 2009, contributed an amthfi $17.9 million in sales. These s
increases were partially offset by the $14.2 millaf sales lost from the 16 stores that were clakethg fiscal 2009 and fiscal 2010.

Gross Profit

Gross profit increased $27.9 million to $221.5 iillin fiscal 2010, a 14.4% increase from grosdipad $193.6 million in fiscal 2009. Tt
gross profit margin for fiscal 2010 increased to080 from 28.4% in fiscal 2009. As a percentageatés the merchandise margin increi
1.0%, primarily as a result of the strong salesezfsonal footwear. Buying, distribution and occupgasosts decreased 0.6%, as a percent:
sales, due to the leverage associated with comlgsstire sales increases.

Selling, General and Administrative Expenses

Selling, general and administrative expenses isea510.7 million to $179.2 million in fiscal 20Xm $168.5 million in fiscal 200
however, our sales gain enabled us to leverage thests by 0.4%, as a percentage of sales. Whileeve able to significantly leverage
store operating expenses as a percentage of eaeBd incur an additional $4.7 million in stordlisg expenses as compared to the prior
The increase in store selling expenses was priyndué to increases in wages, advertising and ceetitdebit card processing fees, part
offset by a decrease in depreciation. Incentivepamsation, inclusive of stodiased compensation, increased $5.8 million whenpeoed ti
the prior year due to our improved financial perfance. Also during fiscal 2010, we recorded antaudil $1.3 million in store closing co
and noneash asset impairment charges related to certalarparforming stores. The increases in sellingeggrand administrative expen
were partially offset by a $2.2 million decreaseour selfinsured health care costs as compared to the pear when we experienc
unusually high claim activity. The costs relatedts selfinsured health care programs are subject to aicetémree of volatility and can ve
materially between reporting periods.
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Pre-opening costs included in selling, general and adhtrative expenses were $642,000, or 0.1% of sateapared to $850,000, or 0.1%
sales, in fiscal 2009. We opened ten stores irlfid010 as compared to 16 stores in fiscal 20080Pening costs, such as advertising, pa
and supplies, incurred prior to the opening of @ store are charged to expense in the period treeinaurred. The total amount of pogening
expense incurred will vary by store depending angpecific market and the promotional activitiesoimed. Our average pmpening costs p
store increased by $11,000 to $64,000 in fiscaD2@timarily as a result of additional expendituoesmarketing and supplies.

The portion of store closing costs and reash asset impairment charges included in seljegeral and administrative expenses for fiscal
was $2.0 million, or 0.3% as a percentage of sdlesse costs related to the closing of seven stiresmpairment of assets and acceleratit
expenses associated with management's determintatiolose certain underperforming stores in futpegiods. In fiscal 2009, we incur
$750,000, or 0.1% as a percentage of sales. Theste related to the closing of nine stores, theaimment of assets and acceleratio
expenses associated with management's determinataose certain underperforming stores in fupesgods.

Income Taxes

The effective income tax rate was 36.6% for fis2@l0 and 39.3% for fiscal 2009. Included in incotae expense for fiscal 2010 wa
$937,000 income tax benefit related to the favaraigisolution of certain tax positions. This cumukatbenefit significantly lowered o
effective income tax rate for fiscal 2010 as coregao the same period last year.

2009 Compared to 2008
Net Sales

Net sales increased $34.8 million to $682.4 millioriscal 2009, a 5.4% increase from net sale$64f7.6 million in fiscal 2008. Compara
store sales increased 3.5%, or approximately $2dl®n, compared to the prior fiscal year. Thest6res opened in fiscal 2009, along with
effect of a full year's worth of sales from the &éres opened in fiscal 2008, contributed an amthfi $32.2 million in sales. These s
increases were partially offset by the $18.1 millaf sales lost from the 20 stores that were clakethg fiscal 2009 and fiscal 2008.

Gross Profit

Gross profit increased $19.3 million to $193.6 iwillin fiscal 2009, an 11.1% increase from grossipof $174.3 million in fiscal 2008. TI
gross profit margin for fiscal 2009 increased to428 from 26.9% in fiscal 2008. As a percentageaiés the merchandise margin increi
0.8% compared to the prior year, and buying, digtion and occupancy costs decreased 0.7%. Thrigigihcontrol of inventories, we we
able to reduce the level of promotional sellingaoyear-overyear basis. This, along with strong sales of baot$ athletic footwear, positive
affected our merchandise margin. The leverage orboying, distribution and occupancy costs wasrtwilt of the sales increase comb
with a $932,000 decrease in expenses, primarilytdumst saving initiatives in distribution logsti While additional occupancy costs v
incurred for the operation of our new stores, themeeases were largely offset by rent reductionscertain comparable stores and
elimination of rent from the 20 stores closed dgfiiscal 2009 and fiscal 2008.

Selling, General and Administrative Expenses

Selling, general and administrative expenses ise&2.5 million to $168.5 million in fiscal 200®Mm $166.0 million in fiscal 2008; howev
our sales gain enabled us to leverage these cp19Bo, as a percentage of sales. Incentive comgiensincreased $3.5 million on a year-
overyear basis due to our improved financial perforneariexpenses related to employee benefits incred&dd million. This increase w
associated with our nogualified deferred compensation plan, which experg an increase in value as a result of the rebfrom the fisce
2008 broaddased decline in the stock market. Health carescosteased $1.1 million in fiscal 2009 as comparethe prior year. The
increases were partially offset by a decrease df $#llion in noncash asset impairments and disposal charges agsbuwidh store closing
along with other operational cost savings.
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Pre-opening costs included in selling, general and astrative expenses were $850,000, or 0.1% of sateapared to $1.0 million, or 0.Z

of sales, in fiscal 2008. We opened 16 storesdoafi 2009 as compared to 24 stores in fiscal 2B@8opening costs, such as advertis
payroll and supplies, incurred prior to the operofig. new store are charged to expense in theg#rey are incurred. The total amount of pre-
opening expense incurred will vary by store depegain the specific market and the promotional @@ involved. Our average pogening
costs per store increased by $12,000 to $53,008dal 2009, primarily as a result of an increasadvertising.

The portion of store closing costs included inisgllgeneral and administrative expenses for fi2680 was $750,000, or 0.1% as a perce!
of sales. These costs related to the closing a&f siares in fiscal 2009 and the impairment of asaetl acceleration of expenses associatec
management's determination to close certain underpging stores in future periods. In fiscal 2008 incurred $3.3 million, or 0.5% a:
percentage of sales, in costs related to the gosfnll stores and the impairment of assets andleration of expenses associated
management's determination to close certain underpging stores in future periods. The timing aradual amount of expense recorde:
closing a store can vary significantly dependimgpart, on the period in which management commita tlosing plan, the remaining basi
the fixed assets to be disposed of at closing lamémount of any lease buyout.

Interest Income and Expense, Net

Net interest expense increased to $135,000 inlf&@@9 from $5,000 in fiscal 2008, primarily asesult of a reduction in interest income.
returns available on short-term investments felietword lows, we held our excess funds for the ieven months of fiscal 2009 in naorieres
bearing deposit accounts to offset bank servicg, f@hich are included in selling, general and adstriative expenses.

Income Taxes

The effective income tax rate was 39.3% for fis2209 and 36.5% in fiscal 2008. The increase in bbateveen the two periods was prime
due to the federal tax rate falling below 35% 8tél 2008 as a result of lower projected incomereetax.

Liquidity and Capital Resources

Our sources and uses of cash are summarized aw$oll

(In thousands) 2010 2009 2008

Net income plus depreciation and amortiza $ 40,55¢ $ 30,14¢ % 22,16¢
Deferred income taxes (1,407 (1,042 78C
Lease incentives 2,974 2,211 2,03¢
Changes in operating assets and liabilities (19,340 (4,63%) 6,48(
Other operating activities 6,63¢ 1,21¢ 61€
Net cash provided by operating activit 29,42; 27,89% 32,07¢
Net cash used in investing activiti (24,000 (9,68%) (18,209
Net cash provided by financing activiti 60z 1,13¢ 1,76:
Net increase in cash and cash equival $ 16,028 $ 1935 $§ 15,64

Our primary sources of funds are cash flows frorerapons and borrowings under our revolving créddlity. For fiscal 2010, net ca
provided by operating activities was $29.4 millioompared to net cash provided by operating aawitif $27.9 million for fiscal 2009. The
amounts reflect the income from operations adjukiedon-cash items and working capital changes.

23




Working capital increased to $210.7 million at Janyu29, 2011 from $176.5 million at January 30, @0This was primarily attributable tc
$16.0 million increase in cash and cash equivalentsa $15.5 million increase in merchandise inmées. The current ratio was 3.9 at Jan
29, 2011 and was 3.5 at January 30, 2010. We haditstanding interest bearing debt at the endtb&efiscal year.

Capital expenditures were $14.4 million in fiscall®, $9.8 million in fiscal 2009 and $18.2 millianfiscal 2008. No capital lease obligati
were incurred during this threear period. Of the fiscal 2010 capital expendsyuspproximately $3.7 million was used for new esoand $5.
million was used for remodeling and store relogataxtivities. As part of our longerm growth strategy and to increase our distrdn
capabilities, we redesigned certain elements ofitaterial handling system in our distribution cenBuring fiscal 2010, we spent $1.4 mill
to complete these modifications. The remaining tehmxpenditures for fiscal 2010 were used for tw@d investments in technology
normal asset replacement activities. Lease incestireceived from landlords were $3.0 million, $&#lion and $2.0 million for fiscal yea
2010, 2009 and 2008, respectively.

Capital expenditures are expected to be $21 mitlio$23 million in fiscal 2011. We intend to opgipeoximately 20 stores at an expected
cost of $6.8 million, to relocate nine stores aeapected total cost of $2.4 million, and to remdd¥6 of our stores at an expected cost of
million. Lease incentives to be received from lamd$ are expected to be approximately $5 millio@anillion, with approximately $500,0
being received in the form of credits taken agarest payments. The remaining capital expenditaresexpected to be incurred for vari
other store improvements, the implementation oe@ommerce platform, continued investments in teabgyland normal asset replacen
activities. The actual amount of cash requiredctital expenditures for store operations depemgsit on the number of new stores ope
the amount of lease incentives, if any, receivedftandlords and the number of stores remodeled.opening of new stores will be depen
upon, among other things, the availability of daisie locations, and the negotiation of acceptabésd terms and general economic
business conditions affecting consumer spendiragéas we target for expansion.

Our current store prototype uses between 8,00012r@D0 square feet depending upon, among othesrfadhe location of the store and
population base the store is expected to servie@it@ expenditures for a new store in fiscal 2@t& expected to average approxime
$338,000 with landlord incentives averaging $128@,0the average inventory investment in a new sexpected to range from $460,00
$690,000 depending on the size and sales expettatithe store and the timing of the new store apmenPreepening expenses, such
advertising, salaries and supplies, are expectedéoage approximately $61,000 per store in fi2€dl1. This represents an $11,000 incr
over our average fiscal 2010 expenditure. On aspee basis, for the ten stores opened duringf&@h0, the initial inventory investme
averaged $587,000, capital expenditures averagét,330 and lease incentives received from landlavésaged $146,800.

We closed seven stores during fiscal 2010. We Ideutified five stores for closure in fiscal 201iddaone for fiscal 2012. Depending upon
results of lease negotiations with certain landdasflunderperforming stores, we may increase oredse the number of store closures in f
periods. The timing and actual amount of expenserded in closing a store can vary significantlpeleding, in part, on the period in wh
management commits to a closing plan, the remaibasgjs in the fixed assets to be disposed of airdoand the amount of any lease buy
We will continue to review our annual store growttte based on our view of the internal and exteopglortunities and challenges in
marketplace.
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Significant contractual obligations as of Janue@y 2011 and the fiscal years in which paymentsiaeeinclude:

(In thousands) Payments Due By Fiscal Year

2012 & 2014 & 2016 and
Contractual Obligations Total 2011 2013 2015 after
Letters of credit $ 9,465 $ 9,465 $ 0o $ 0 $ 0
Operating leases 266,907 43,72¢ 79,46¢ 52,80¢ 90,90"
Purchase commitments 248,84 247,62¢ 784 43€ 0
Unrecognized tax positions 692 0 0 0 69:
Deferred compensation 4,901 0 187 9 4,711
Total contractual obligations $ 530,82 ¢$ 300,81¢ $ 80,44( $ 5325( $ 96,31

Our unsecured credit agreement provides for ub@million in cash advances and commercial aaddity letters of credit with borrowi
limits based on eligible inventory. It contains eoants which stipulate: (1) Total Shareholders'ifggadjusted for the effect of any sh
repurchases, will not fall below that of the priizical yearend; (2) the ratio of funded debt plus rent to EBA plus rent will not exceed 2.5
1.0; and (3) cash dividends for a fiscal year wilt exceed 30% of consolidated net income for tmaeédiately preceding fiscal year. We w
in compliance with these covenants as of January2@91. Should a default condition be reported, ldrelers may preclude additio
borrowings and call all loans and accrued intemésteir discretion. There were no borrowings artding under the credit facility and letter:
credit outstanding were $9.5 million at JanuaryZ®11. Estimated interest payments on our line@dit are not included in the above tabl
our line of credit provides for frequent borrowiagd/or repayment activities, which does not lesdlitto reliable forecasting for disclos
purposes. As of January 29, 2011, $40.5 million axaslable to us for additional borrowings under thedit facility.

For purposes of our contractual obligations talleve, we have assumed that we will make all payssctieduled or reasonably estimate
be made under those obligations that have a detehbi@ expiration date. We have disregarded theilgitigsthat such obligations may
prematurely terminated or extended, whether autcaiBt by the terms of the obligation or by agreemleetween us and the counterparty,
to the speculative nature of premature terminatiorextension. Except for operating leases, thengak included in the "2016 and af
column of the contractual obligations table incleidenounts where we are not able to reasonably a&stithe timing of the potential futt
payments.

See Note 5 — "Long-Term Debt", Note 6 — "Leases8feN7 — "Income Taxes" and Note 8 Eniployee Benefit Plans" to our Notes
Consolidated Financial Statements contained in PARTEM 8 of this report for a further discussiofiour contractual obligations.

On August 23, 2010, our Board of Directors authemtiz $25 million share repurchase program, whidhteriminate upon the earlier of |
repurchase of the maximum amount or December 311.20he purchases may be made in the open markéraugh privately negotiat
transactions from time-to-time and in accordancth\applicable laws, rules and regulations. The mogmay be amendeduspended !
discontinued at any time and does not commit ugpairchase shares of our common stock. We interfidnith the share repurchase prog
from cash on hand and any shares acquired willMadladble for stockdased compensation awards and other corporate gagpdhe actu
number and value of the shares to be purchasediepknd on the performance of our stock price ahdranarket conditions. As required
our credit agreement, consent was obtained frorAgent and the Majority Banks, each as definechéndredit agreement. No shares had
repurchased under this program as of January 29,.20

We anticipate that our existing cash and cash flawn operations, supplemented by borrowings under revolving credit line, will b
sufficient to fund our planned store expansion g@laiith other capital expenditures and other opegatiash requirements for at least the ne
months.
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Off-Balance Sheet Arrangements

We did not assign any store operating leases taratpthird parties during fiscal 2010. We remable on two assignments of operating le
covering former store locations. We believe thatltkelihood of material liability being triggerathder these leases is remote, and no lia
has been accrued for these contingent lease dabligaih our consolidated financial statements a%aofuary 29, 2011. See Note 6Ledses" t
our Notes to Consolidated Financial Statementsatoad in PART 11, ITEM 8 of this report for furthdiscussion.

Except for the assignment of certain store opeyalases and operating leases entered into in dheah course of business, we have
entered into any off-balance sheet arrangementmgldiscal 2010 or fiscal 2009, nor did we have affrbalance sheet arrangems
outstanding at January 29, 2011 or January 30,.2010

Seasonality

Our quarterly results of operations have fluctuatatl are expected to continue to fluctuate infthere, primarily as a result of seasc
variances and the timing of sales and costs adedcigith opening new stores. Naoapital expenditures, such as advertising and iz
incurred prior to the opening of a new store am@rgéd to expense as incurred. Therefore, our eesitiperations may be adversely affecte
any quarter in which we incur pre-opening expemsizged to the opening of new stores.

We have three distinct peak selling periods: Eabtmrk-to-school and Christmas.

New Accounting Pronouncements

Recent accounting pronouncements applicable tooperations are contained in Note 2 Sutnmary of Significant Accounting Policie
contained in the Notes to Consolidated Financialé®tents included in PART Il, ITEM 8 of this report

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risk in that the intepagble on our credit facility is based on variablerest rates and therefore is affecte
changes in market rates. We do not use interestdeztvative instruments to manage exposure togdgsim market interest rates. We ha
borrowings under our credit facility during fis@010 or fiscal 2009.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this item appears beigig on page 28.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Shoe Carnival, Inc.
Evansville, Indiana

We have audited the accompanying consolidated balaheets of Shoe Carnival, Inc. and subsidiatiies"Company") as of January 29, 2
and January 30, 2010, and the related consoliddttdments of income, shareholders' equity, anld ftaws for the years ended January
2011, January 30, 2010, and January 31, 2009. @ditsaalso included the financial statement scheedigted in the Index at Item 15. Th
financial statements and financial statement sdeedte the responsibility of the Company's managen@ur responsibility is to express
opinion on the financial statements and finandialesnent schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obt@asonable assurance about whether the finastaééments are free of mate
misstatement. An audit includes examining, on tiliasis, evidence supporting the amounts and diss in the financial statements. An &
also includes assessing the accounting princied and significant estimates made by managenemtekhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tmarcial position of Shoe Carnival, Inc. i
subsidiaries as of January 29, 2011 and Januarg03@, and the results of their operations and ttesh flows for the years ended Januar
2011, January 30, 2010 and January 31, 2009, ifocuity with accounting principles generally acceghtin the United States of Ameri
Also, in our opinion, such financial statement sitle, when considered in relation to the basic clidated financial statements taken
whole, presents fairly, in all material respedtg, information set forth therein.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the Compar
internal control over financial reporting as of dary 29, 2011, based on the criteria establisheldtarnal Control-ntegrated Framewo
issued by the Committee of Sponsoring Organizatiohshe Treadway Commission and our report datedil Agl, 2011 expressed
unqualified opinion on the Company's internal cohtwver financial reporting.

/s/ DELOITTE & TOUCHE LLP
Indianapolis, Indiana
April 14, 2011
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January 29, January 30,
2011 2010

Current Assets:

Accounts receivable 1,55( 74¢€

Deferred income tax benefit 4,27¢ 3,25k

Total Current Assets 281,35« 248,10:

Other 1,40C 1,37¢

Current Liabilities:

Accrued and other liabilities 15,457 14,35:

Deferred lease incentives 8,211 6,501

Deferred income taxes 66¢ 1,052

Other 1,257 2,00¢

Common stock, $.01 par value, 50,000 shanésorized,
13,655 shares issued at Januarg®@ol
and January 30, 2010 137 137

Retained earnings 195,85! 169,03:

254,34: 221,82¢
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Shoe Carnival, Inc.
Consolidated Statements of Income
(In thousands, except per share data)

January 29, January 30, January 31,
2011 2010 2009

Cost of sales (including buying,
distribution and occupancy costs) 517,65( 488,81t 473,24:

Selling, general and administrative expenses 179,15 168,47¢ 165,95:

Interest income (165) (39) (14¢)

Income tax expense 15,47: 9,82¢ 3,051
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12,72¢ 12,51 12,40¢

See notes to consolidated financial statements.
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Shoe Carnival, Inc.
Consolidated Statements of Shareholders’ Equity
(In thousands)

Additional
Common Stock Paid-In Retained Treasury
Issued  Treasury Amount Capital Earnings Stock Total

Stock option exercises 124 (1,462 2,837 1,37¢

Employee stock purchase
plan purchases 16 (197) 35€ 16E

Common stock
repurchased (1)

Net income 5,31¢ 5,31¢

Stock option exercises 12t (1,859 2,851 99¢

Employee stock purchase
plan purchases 13 (157) 307 15C

Common stock
repurchased (29 (399 (399

Net income 15,16¢ 15,16¢

Stock option exercises 50 (568) 1,14¢ 57¢

Employee stock purchase
plan purchases 9 (30 19C 16C

Common stock
repurchased (26) (65€) (65€)

Net income 26,821 26,821

See notes to consolidated financial statements.
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Shoe Carnival, Inc.
Consolidated Statements of Cash Flows
(In thousands)

January 29, January 30 January 31,
2011 2010 2009
Cash Flows From Operating Activities
Net income $ 26827 $ 1516¢ % 5,31¢
Adjustments to reconcile net income to net
cash provided by operating actbati
Depreciation and amortization 13,73t 14,98: 16,84t
Stock-based compensation 5,46¢ 1,64¢ 977
Loss on retirement and impairmdrassets 1,99¢ 22¢ 2,45¢
Deferred income taxes (1,409 (1,042) 78C
Lease incentives 2,974 2,211 2,03¢
Other (827) (661) (2,81%)
Changes in operating assets abditias:
Accounts receivable (809 961 (1,19¢)
Merchandise inventories (15,477 (7,959 11,28
Accounts payable and actdiigbilities (2,669 40 (6,19%)
Other (390 2,32: 2,58¢
Net cash provided by operating activit 29,42 27,89 32,07¢
Cash Flows From Investing Activities
Purchases of property and equipment (14,419 (9,799 (18,209
Proceeds from sale of property and equigmen 312 9 3
Proceeds from note receivable 10C 10C 0
Net cash used in investing activiti (24,000 (9,685 (18,20
Cash Flow From Financing Activities
Borrowings under line of credit 0 0 6,62
Payments on line of credit 0 0 (6,625
Proceeds from issuance of stock 73€ 1,14¢ 1,54(
Excess tax benefits from stock-based cosgteon 52C 38t 224
Common stock repurchased (65€) (399 Q)
Net cash provided by financing activiti 602 1,13¢ 1,763
Net increase in cash and cash equival 16,02¢ 19,35 15,64(
Cash and cash equivalents at beginning of year 44,16¢ 24,81, 9,17
Cash and Cash Equivalents at End of Year $ 60,190 $ 44,16¢ $ 24,81
Supplemental disclosures of cash flow information:
Cash paid during year for interest $ 252 % 181 3 151
Cash paid during year for income taxes $ 17,43 $ 721 % 3,022
Capital expenditures incurred but not yatp $ 2,12: % 264 % 1,69¢
Supplemental disclosures of hon-cash operatingraresting
activities:
Forgiveness of accounts payable from liiimasettlement) $ 0o $ 1,16C $ 0
Recording of note receivable from litigatisettiement) $ 0o $ 1,20 $ 0

(1) On May 30, 2009, a settlement with SDI Industrles, ("SDI") was reached. SDI agreed to foregodbkection of the unpaid retainage and to pay $iillon towards remediation



the distribution center's material handling system.

See notes to consolidated financial statements.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements

Note 1 — Organization and Description of Business

Our consolidated financial statements include tbeoants of Shoe Carnival, Inc. and its whallwned subsidiaries SCHC, Inc. and <
Carnival Ventures, LLC, and SCLC, Inc., a whollyned subsidiary of SCHC, Inc. (collectively retstrto as "we", "our" or "us"). A
significant intercompany accounts and transactioerge been eliminated. Our primary activity is tlesof footwear and related prodt

through retail stores operated by us primarilyhi@ Midwest, South and Southeast regions of theedritates.
Note 2 — Summary of Significant Accounting Policies
Fiscal Year

Our fiscal year is a 52/53 week year ending onShturday closest to January 31. Unless otherwédedstreferences to years 2010, 2009
2008 relate respectively to the fiscal years erldgulary 29, 2011, January 30, 2010, and Janua2089,

Use of Estimates in the Preparation of ConsolidateBinancial Statements

The preparation of our consolidated financial stegets in conformity with generally accepted accounprinciples, in the United States
America, requires management to make estimatesaasuimptions that affect the reported amounts dficeassets and liabilities as of
financial statement reporting date in additionhte teported amounts of certain revenues and expénisthe reporting period. The assumpt
used by management in future estimates could chsiggéicantly due to changes in circumstances artdal results could differ from thc
estimates.

Cash and Cash Equivalents

We had cash and cash equivalents of $60.2 milliclaauary 29, 2011 and $44.2 million at January2800. Credit and debit card receiva
(which generally settle within three days) totali$§.3 million and $4.0 million were included in basquivalents at January 29, 2011
January 30, 2010, respectively.

We consider all certificates of deposit and otheorsterm investments with an original maturity datetlofee months or less to be ¢
equivalents. As of January 29, 2011, all investashowvas held in two money market accounts. Whisdhinvestments are not considere
management to be at significant risk, they couldhggacted if the underlying financial institutiofesl or are subject to other adverse condit
in the financial markets. To date, we have expegdnno loss or lack of access to either investesth ca cash held in our bank opera
accounts.

Fair Value of Financial Instruments

Our financial assets as of January 29, 2011 andadpr80, 2010 included cash and cash equivaleitits. carrying value of cash and c
equivalents approximates fair value due to its tstesm nature. We did not have any financial lial@§tmeasured at fair value for these per
Non-financial assets included on our consolidatedrzaasheet as of January 29, 2011 included livegh assets that are measured at fair \
after taking into account impairment charges. Wit have any non-financial liabilities measurédaa value for this period. See Note-3
"Fair Value Measurements" for further discussion.
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Merchandise Inventories and Cost of Sales

Merchandise inventories are stated at the loweyost or market using the first-in, firetst (FIFO) method. In determining market value
estimate the future sales price of items of merdis@ncontained in the inventory as of the balarfoees date. Factors considered in
determination include, among others, current amemiy recorded sales prices, the length of timmdpet has been held in inventory

guantities of various product styles containechiventory. The ultimate amount realized from thes gdlcertain product could differ materie
from our estimates.

Cost of sales includes the cost of merchandise bolging, distribution, and occupancy costs, inlbineight expense, provision for invent
obsolescence, inventory shrink and credits andvalhwes from merchandise vendors.

Property and Equipment-Net

Property and equipment is stated at cost. Depieni@nd amortization of property, equipment andsédmld improvements are taken on
straightline method over the shorter of the estimated usifas of the assets or the applicable lease tedmses used in computit
depreciation and amortization range from two tortiyeyears. Expenditures for maintenance and reagscharged to expense as incu
Expenditures, which materially increase values,roup capacities or extend useful lives are capiali Upon sale or retirement, the costs
related accumulated depreciation or amortizatian eliminated from the respective accounts and a&swylting gain or loss is included
operations.

We periodically review our longived assets if events or circumstances indicatectrrying value may not be recoverable. The cagryialut
of longdived assets is considered impaired when the aagryalue of the assets exceeds the expected feaisteflows to be derived from th
use. We conduct our reviews at the lowest idettiéidevel. Our stores are reviewed on an indivichesis. If the expected future cash fli
related to the long-lived assets are less thamadbketstarrying value, an impairment loss is recognizedtie difference between estimated
value and carrying value. Assets subject to impairirare adjusted to estimated fair value and, pliagble, an impairment loss is recorde
selling, general and administrative expenses. Wenate the fair value of our long-lived assets gsoompanyspecific assumptions, whi
would fall within Level 3 of the fair value hierdrg. Our assumptions and estimates used in the ai@huof impairment, including current ¢
future economic trends for stores, are subjecthimh degree of judgment. If actual results or neadonditions differ from those anticipat
additional losses may be recorded. Based upondhisw, we recorded nocash impairment charges of $1.7 million, $90,000 $2.1 millior
in fiscal years 2010, 2009 and 2008, respectively.

Insurance Reserves

We use a combination of self-insurance and tpety insurance for workers' compensation, emplayedical and general liability insuran
These plans have stop-loss provisions that prage@tom individual and aggregate losses over sigecifollar values. When estimating our self-
insured liabilities, we consider a number of fastdncluding historical claims experience, sevefdgtors, statistical trends and in cer
instances valuation assistance provided by indegrérttlird-parties. We evaluate our selfured liabilities and the underlying assumptions
guarterly basis and make adjustments as neededulfimate cost of these claims may be greater traless than the established accr
While we believe the recorded amounts are adeqtiees can be no assurance that changes to manaiggeesstimates will not occur due
limitations inherent in the estimating process.the event we determine an accrual should be inedeas reduced, we will record st
adjustments in the period in which such determameis made.

Deferred Lease Incentives

All cash incentives received from landlords areorded as deferred income and amortized over theofithe lease on a straidhite basis as
reduction of rental expense.
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Accrued Rent

We are party to various lease agreements, whichinegcheduled rent increases over the initialdgasm. Rent expense for such leas
recognized on a straiglite basis over the initial lease term beginning darlier of the start date of the lease or whetake possession of 1
property. The difference between rent based upbadsded monthly payments and rent expense recajoizea straightine basis is record:
as accrued rent.

Revenue Recognition

Revenue from sales of our merchandise is recogratetie time of sale, net of sales tax. In the l@goourse of business, we offer
customers sales incentives including coupons, di#isp and free merchandise. Sales are recordedfr&ich incentives and returns .
allowances. If an incentive involves free merchaadthat merchandise is recorded as a zero saltharubst is included in cost of sales.
card revenue is recognized at the time of redemptio

Cash Consideration Received From a Vendor

Cash consideration is primarily received from maratise vendors. Cash consideration is either recoad a reduction of the price paid for
vendors products and recorded as a reduction of our absles or if the cash consideration represemtsirabursement of a specil
incremental and identifiable cost then it is reeat@s an offset to the same financial statemeaftém.

Cash consideration received from our vendors ireducbeperative advertising/promotion, margin assistadleenage allowances and reb
earned for a specific level of purchases over anddftime period. Cash consideration principallyetathe form of credits that we can aj
against trade amounts owed.

Cash consideration received after the related naewdise has been sold is recorded as an offsetstoo€sales in the period negotiations
finalized. For cash consideration received on memdise still in inventory, the allowance is recatdes a reduction to the cost of banc
inventory and recorded as a reduction of our cbstles at the time of sale. Allowances receivethfvendors representing a reimburseme
specific, incremental and identifiable costs artseifto the same financial statement line item.ughahe allowances received exceed
incremental cost then the excess consideratioacisrded as a reduction to the cost ofhand inventory and allocated to cost of sales iuaré
periods utilizing an average inventory turn rate.

Store Opening and Start-up Costs

Non-capital expenditures, such as advertising, payd supplies, incurred prior to the opening of & 1séore are charged to expense ir
period they are incurred.

Advertising Costs

Print, television, radio, outdoor and digital mediasts are generally expensed when incurred. laltgmroduction costs are expensed w
incurred and external production costs are expeirsélie period the advertisement first takes pla@abertising expenses included in selli
general and administrative expenses were $31.lomi$29.1 million and $28.7 million in fiscal yea2010, 2009 and 2008, respectively.

Segments of an Enterprise and Related Information

We have identified each retail store as individopérating segments, which have been aggregateditgaeportable business segment
offers the same principal product and service thhowt the Midwest, South and Southeast regionseofJnited States.
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Income Taxes

We compute income taxes using the asset and tiabilethod, under which deferred income taxes ao®iged for the temporary differenc
between the financial reporting basis and the &sisbof our assets and liabilities. We accountufoecertain tax positions in accordance
current authoritative guidance and report a ligbflor unrecognized tax benefits resulting from emain tax positions taken or expected t
taken in a tax return. We recognize interest expamsl penalties, if any, related to uncertain @sitppns in income tax expense.

Net Income Per Share

The computation of basic earnings per share of comstock is based on the weighted average numbesromon shares outstanding du
the period. The computation of diluted earningsgiere of common stock is based on the weightechgeenumber of shares outstanding
the incremental shares that would be outstandiagnaimg the exercise of dilutive stock options amel testing of restricted stock. The nun
of incremental shares is calculated by applyingtteasury stock method. The following table presenteconciliation of our basic and dilu
weighted average common shares outstanding in @coe with current authoritative guidance:

(In thousands) 2010 2009 2008

Basic shares 12,72 12,51 12,40
Dilutive effect of stock-based awards 33€ 147 86
Diluted shares 13,06( 12,66( 12,49;

No options to purchase shares of common stock exsteided in the computation of diluted shares ifardl 2010. Options to purchase 224,
shares of common stock for fiscal 2009 and optimnpurchase 223,600 shares of common stock foalfig808 were not included in 1
computation of diluted shares because the optiersicise prices were greater than the average imprioe of our common stock for {
periods.

Stock-Based Compensation

We recognize compensation expense for stock-basadda based on the fair value of the awards. Stased awards include stock op
grants, stock appreciation rights, restricted stgnts and certain transactions under our shaded compensation plans. Additionally,
recognize stoclkased compensation expense for the discount orsisatd to employees through our employee stockhase plan. Th
discount represents the difference between thet glate fair value and the employee purchase pBteckbased compensation expens
included in selling, general and administrativeenge.

We apply an estimated forfeiture rate in calcutatthe stocksased compensation expense for the period. Fodedstimates are adjus
periodically based on the extent to which actudkitures differ, or are expected to differ, fromepious estimates.

New Accounting Pronouncements

During January 2010, the Financial Accounting Stadd Board ("FASB") issued guidance, which providesendments that require sepe
disclosure of significant transfers in and out @vel 1 and Level 2 fair value measurements andptkeentation of separate informa
regarding purchases, sales, issuances and settlefoehevel 3 fair value measurements. Additiopathe guidance provides amendments
clarify existing disclosures about the level ofagdjgregation and inputs and valuation techniques. glidance became effective for finan
statements issued for interim and annual periodingnafter December 15, 2009, except for the dsmales about purchases, sales, issu:
and settlements in the rollforward of activity ievel 3 fair value measurements, which became @fee@r interim and annual periods enc
after December 15, 2010. We adopted the guidancéaonary 31, 2010. This adoption did not have a mahtenpact on our consolidat
financial position, results of operations, or céelws.
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Note 3 — Fair Value Measurements
The FASB has established guidance for using fawevéo measure assets and liabilities. This guidaomly applies when other stand:

require or permit the fair value measurement oetssand liabilities. It does not expand the usdaof value measurements. A fair va
hierarchy was established, which prioritizes thguis used in measuring fair value into three bieadls.

e Level 1 —Quoted prices in active markets that are unadjuatetlaccessible at the measurement date for idéntiorestricted assets
liabilities;

e Level 2 —Quoted prices for identical assets and liabilifiresnarkets that are not active, quoted prices fimilar assets and liabilities
active markets or financial instruments for whigmngicant inputs are observable, either directlyrairectly; and

e Level 3 — Prices or valuations that require inghtd are both significant to the fair value measwe®et and unobservable.

Our financial assets as of January 29, 2011 andadpr80, 2010 included cash and cash equivalertighware valued using the mar
approach. The carrying value of cash and cash elguits approximates fair value due to its shemr nature and is considered a Level 1
value measurement. We did not have any finan@allities measured at fair value for these periods.

The following table summarizes our cash and caslivatpnts that are measured at fair value on arnegubasis:

Quoted Prices  Significant

in Active Other Significant
Markets for Observabl  Unobservabl
Identical Asset Inputs Inputs Total Fair
(In thousands) (Level 1) (Level 2) (Level 3) Value
As of January 29, 2011
Cash and short-term investmets $ 54,91 $ 0 $ 0 $ 54,91
Credit and debit card receivabi®s 5,27¢ 0 0 5,27¢
$ 60,19¢ $ 0 s 0 $ 60,19
As of January 30, 2010
Cash and short-term investmets $ 40,14¢ 3% 0 $ 0 $ 40,14
Credit and debit card receivab®s 4,02( 0 0 4,02(
$ 44,16¢ $ 0 $ 0 $ 44,16¢

(1) Cash and short-term investments represent castsitiepod shorterm investments held with financial institutiorssich as commercial paper and money market fundslaie wi
have experienced no loss or lack of access toreithested cash or cash held in our bank acco

(2) Our credit and debit card receivables are higljyit financial assets that typically settle in lésan three days.

From time to time, we measure certain assets atvédie on a non-recurring basis, specifically ldingd assets evaluated for impairm
Long-ived assets are reviewed for impairment in acaocdawith current authoritative literature whenegeents or changes in circumstar
indicate that full recoverability is questionabliethe expected future cash flows related to thegltived assets are less than the assatsying
value, an impairment loss would be recognized Herdifference between estimated fair value and/oayvalue. Assets subject to impairn
are adjusted to estimated fair value and, if applie, an impairment loss is recorded in sellingyegal and administrative expenses.
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Impaired longlived assets were measured at fair value on a nomirg basis using Level 3 inputs as defined anfdir value hierarchy. Duril
the fifty-two weeks ended January 29, 2011, léwed assets held and used with a gross carryinguatof $8.8 million were written down
their fair value of $7.1 million, resulting in ampairment charge of $1.7 million, which was incldde earnings for the period. Subseque|
this impairment, these long-lived assets had a iingunamortized basis of $500,000. During théyftivo weeks ended January 30, 2!
longdived assets held and used with a carrying amoti$tLat million were written down to their fair vaduof $1.3 million, resulting in ¢
impairment charge of $90,000, which was includecamnings for the period. Subsequent to this inmpet, these longved assets had
remaining unamortized basis of $11,000. We didhave any non-financial liabilities measured at f@itue for these periods.

Note 4 — Property and Equipment-Net

The following is a summary of property and equiptnen

January 29, January 30,
(In thousands) 2011 2010
Furniture, fixtures and equipment $ 108,93t $ 104,53¢
Leasehold improvements 63,39: 60,651
Total 172,32 165,19¢
Less accumulated depreciation and amortization (109,93¢) (103,039
Property and equipment — net $ 62,39: $ 62,16:

Note 5 — Long-Term Debt

We entered into a new unsecured credit agreemtemnt'Qredit Agreement") effective January 20, 204bich provides for up to $50.0 milli
in cash advances and commercial and standby lettergdit with borrowing limits based on eligibleventory.

The Credit Agreement contains covenants which ktipu(1) Total Shareholders' Equity, adjustedtfar effect of any share repurchases,
not fall below that of the prior fiscal yeand; (2) the ratio of funded debt plus rent to BBAplus rent will not exceed 2.5 to 1.0; and (33k
dividends for a fiscal year will not exceed 30%cohsolidated net income for the immediately premgdiscal year. We were in complial
with these covenants as of January 29, 2011. Steodifault condition be reported, the lenders mraglpde additional borrowings and call
loans and accrued interest at their discretionoA3anuary 29, 2011, there were $9.5 million irtelest of credit outstanding under the Cr
Agreement and $40.5 million was available to usbimrowings under the credit facility.

The credit facility bears interest, at our optianh(1) the agent bank’prime rate as defined in the Credit Agreemenrd b with the prime ra
defined as the lesser of (a) the Federal Fundplate0.50% or (b) the interest rate announced fiiome to time by the agent bank as ifgitfne
rate” on commercial loans or (2) LIBOR plus 2.25% to 34/%lepending on our achievement of certain perfageariteria. A commitment fi
is charged at 0.40% to 0.55% per annum, dependinguo achievement of certain performance criteviathe unused portion of the bi
group’s commitment. The Credit Agreement expiresil/AgD, 2013.

Note 6 — Leases

We lease all of our retail locations and certainipopent under operating leases expiring at variates through fiscal 2024. Various le
agreements require scheduled rent increases owénittal lease term. Rent expense for such le&ssescognized on a straiglite basis ove
the initial lease term beginning the earlier of ¢@rt date of the lease or when we take posseséithe property. The difference between
based upon scheduled monthly payments and renhsgpecognized on a straigiite basis is recorded as accrued rent. All casbritive:
received from landlords are recorded as deferrednie and amortized over the life of the lease etraghtline basis as a reduction of rel
expense.
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Certain leases provide for contingent rents thatrent measurable at inception. These contingerts e primarily based on a percentac
sales that are in excess of a predetermined |&helse amounts are excluded from minimum rent aednatuded in the determination of tc
rent expense when it is probable that the expemsebeen incurred and the amount is reasonably ad#mCertain leases also con
escalation clauses for increases in operating emstdaxes.

We did not assign any store operating leases dtisogl 2010. We remain liable on two assignmefitsperating leases covering former s
locations, which were assigned to third partiegrior years. The assignments require us to makmpais under the lease agreements in ct
events of default. The maximum potential amounfubdre payments (undiscounted) that we could beired to make under all assignme
was approximately $953,000 at January 29, 2011h Bbthe assignments remain in effect until thesésaexpire in fiscal year 2013. We beli
that the likelihood of material liability being ggered under these leases is remote, and no tjab#ds been accrued for these contingent
obligations in our consolidated financial staterseag of January 29, 2011.

Rental expense for our operating leases consisted o

(In thousands) 2010 2009 2008

Rentals for real property $ 47,748 $ 47,29. $ 46,62¢
Contingent rent 13¢€ 52 5C
Equipment rentals 13¢ 334 39:
Total $ 48,01« $ 47,67¢ $ 47,07

Future minimum lease payments at January 29, 2 asafollows:

Operating
(In thousands) Leases
2011 $  43,72¢
2012 43,92;
2013 35,547
2014 26,63¢
2015 26,16
Thereafter to 2024 90,90"
Total $ 266,90
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Note 7 — Income Taxes

The provision for income taxes consisted of:

(In thousands) 2010 2009 2008
Current:

Federal $ 1551« $ 9,18 $ 1,82t

State 1,36( 1,68: 44¢€
Total current 16,87 10,87! 2,271
Deferred:

Federal (1,220 (1,139 75¢

State (189 92 22
Total deferred (1,407 (1,042 78C
Total provision $ 1547 $ 9.82¢ $ 3,05]

We realized a tax benefit of $626,000, $376,000 $2i#4,000 in fiscal years 2010, 2009 and 2008,emtsly, as a result of the exercist

stock options and the vesting of restricted stadkch is recorded in shareholders’ equity.

Reconciliation between the statutory federal incaaxerate and the effective income tax rate isofievs:

Fiscal years 2010 2009 2008
U.S. Federal statutory tax rate 35.(% 35.(% 35.(%
State and local income taxes, net of federal tax

benefit 2.8 7.1 5.6
Other (2.2) (2.9 4.7
Effective income tax rate 36.% 39.% 36.%

We recorded $222,000 and $304,000 in federal empoy related tax credits in fiscal 2010 and 2068pectively. In fiscal 2008, we recori
$414,000 and $35,000 in federal and state employnetated tax credits, respectively. Each of thareelits reduced our effective tax rate in
respective years. In fiscal 2010, we recognizeé@eahse in our state and local income tax rateafsvorable settlements with certain tay

authorities.
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Deferred income taxes are the result of tempordfgrdnces in the recognition of revenue and expdostax and
The sources of these differences and the tax effezdch are as follows:

financial reporting purpos

January 29, January 30,
(In thousands) 2011 2010
Deferred tax assets:
Accrued rent $ 1,95¢ % 1,941
Accrued compensation 2,39¢ 1,99¢
Accrued employee benefits 3,01z 1,73¢
Inventory 87¢ 68€
Self-insurance reserves 551 60C
Lease incentives 2,892 1,371
Unrecognized tax benefits 32¢ 597
State bonus depreciation add-back 27¢ 20C
Other 29€ 30¢€
Total deferred tax assets 12,58: 9,431
Deferred tax liabilities:
Depreciation 8,215 6,557
Capitalized costs 76C 671
Total deferred tax liabilities 8,971 7,22¢
Net deferred tax ass 3,60¢ 2,20z
Less current deferred income tax benefit (4,27%) (3,25%)
Long-term deferred income taxes $ (665) $ (1,052)

As of January 29, 2011, we had no available steteitedits that could be carried forward.

Our unrecognized tax liabilities, as discussed Welelate to tax years encompassing our fiscalsy@809 through 2010, the tax years
remain subject to examination by major tax jurifidits as of January 29, 2011. A reconciliationha beginning and ending amount for

unrecognized tax positions, which exclude inteagst penalties, is as follows:

(In thousands) 2010 2009 2008
Beginning balance $ 1357 $ 1,13¢ $ 1,02¢
Increases — tax positions in prior period 0 15C 0
Decreases — tax positions in prior period (617) 0 (20)
Gross increases — current period tax positio 10C 17¢ 12¢€
Decreases related to settlements with taxing
authorities (1479) (207) 0
Ending balance $ 69 $ 1357 $ 1,13t

We have recorded $991,000 in unrecognized taxlili@lsi as of January 29, 2011 in Other liabilites the Conso
liability is comprised of $693,000 related to urogoized tax positions, $194,000 related to acciotstest and
penalties. Our policy is to record interest andgtigrexpense related to income taxes as a compaohé@mtome tax

lidated Balance Sheets.
$104,000 related to acc
expense in the Consolid.

Statements of Income. If our uncertain tax posgtibacome recognizable, the amount would affecetfactive tax rate.
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Note 8 — Employee Benefit Plans
Retirement Savings Plan

On February 24, 1994, our Board of Directors appdothe Shoe Carnival Retirement Savings Plan @etifement Plan"). The Retirem
Plan is open to all employees who have been emglfyreone year, are at least 21 years of age armdwdrk at least 1,000 hours in a defi
year. The primary savings mechanism under the &wént Plan is a 401(k) plan under which an emplaypeg contribute up to 20%
earnings with us matching the first 4% at a rat&Gsfo.

Our contributions to the participan@tcounts become fully vested when the participaathes their third anniversary of employment wil
Contributions charged to expense were $508,00%,988 and $450,000 in fiscal years 2010, 2009 &08 2respectively.

Stock Purchase Plan

On May 11, 1995, our shareholders approved the Slameival, Inc. Employee Stock Purchase Plan (8teck Purchase Plan") as adopte
our Board of Directors on February 9, 1995. TheclstBurchase Plan reserves 300,000 shares of ouncnmtock (subject to adjustment
any subsequent stock splits, stock dividends ardineother changes in the common stock) for isseamd sale to any employee who has
employed for more than a year at the beginnindhefdalendar year, and who is not a 10% owner ostmgk, at 85% of the then fair mar
value up to a maximum of $5,000 in any calendar.y®gader the plan, 8,300, 13,400 and 15,600 shafresmmon stock were purchasec
participants in the plan and proceeds to us forstile of those shares were approximately $160$080,000 and $165,000 for fiscal ye
2010, 2009 and 2008, respectively. At January 29,12106,401 shares of unissued common stock veserwed for future purchase under
Stock Purchase Plan.

The following table summarizes information regagdgtock-based compensation expense recognizeld@tock Purchase Plan:

(In thousands) 20100 2009 2008
Stock-based compensation expense before

the recognized income tax benéfit $ 28 $ 26 $ 2¢
Income tax benefit $ 11 $ 10 $ 11

(1) Income tax benefit was calculated using an adjustfedtive tax rate. The adjusted rate removesakeffects from the favorable resolution of certix positions

(2) Amounts are representative of the 15% discount eyels are provided for purchases under the StoahBse Plar
Deferred Compensation Plan

In fiscal 2000, we established a nqualified deferred compensation plan for certaigy kenployees who, due to Internal Revenue Se
guidelines, cannot take full advantage of the eggri@ponsored 401(k) plan. Participants in the plact on an annual basis to defer, on a pre
tax basis, portions of their current compensatiotil uetirement, or earlier if so elected. Whiletmequired to, we can match a portion of
employeescontributions, which would be subject to vestinguieements. The compensation deferred under this il credited with earnin

or losses measured by the rate of return on invagsrelected by plan participants. The plan isexuly unfunded. Compensation expenst
our match and earnings on the deferred amounts$&3,000 for fiscal 2010 and $621,000 for fiscad20Due to the broaldased decline

the stock market, the plan recorded a loss of #iiltlon in fiscal 2008, which resulted in net conmgation income of $977,000. The ti
deferred compensation liability at January 29, 284d January 30, 2010 was $4.9 million and $3.5anijlrespectively.
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Note 9 — Stock Based Compensation
Compensation Plan Summaries

We have three stodkased compensation plans: the 1993 Stock Optiorreneative Plan (the "1993 Plan"), the Outside Elives Stock Optia
Plan (the "Directors Plan") and the 2000 Stock @ptind Incentive Plan (the "2000 Plan™).

The 1993 Plan was approved by our Board of Direcémd shareholders effective January 15, 1993aarahded at the 1997 annual meetir
shareholders. The 1993 Plan reserved 1,500,00@ssloircommon stock for stock option grants (subjecadjustment for subsequent st
splits, stock dividends and certain other changethé common stock). On January 14, 2003, the F988 expired. Previously issued st
options can be exercised for up to ten years fiwair date of grant. At January 29, 2011, all outdiag stock options granted under the 1
Plan were fully vested.

The Directors Plan was approved by our Board oé@ors on March 4, 1999. The plan reserves forisse 25,000 shares of common s
(subject to adjustment for stock splits, stock di&vids and certain other changes to the common)stidokgrants have been made under
plan since fiscal 2006, and it is currently theeirtton of the Board of Directors not to grant stagkions under this plan in the future.
January 29, 2011, 11,000 shares of unissued constogk were reserved for possible future grants wtitke Directors Plan. At January
2011, all outstanding stock options granted unkdeirectors Plan were fully vested.

The 2000 Plan was approved by our Board of Diractord shareholders effective June 8, 2000. The B0&D initially reserved 1,000,0
shares of common stock for stock option and rasettistock grants, but on June 11, 2004, the 2080 Was amended to increase the numt
shares reserved for issuance to 1,500,000 (sutgjemdjustment for subsequent stock splits, stowiddnds and certain other changes ir
common stock). On June 14, 2005, the 2000 Planfuvdeer amended to include our nemployee Directors as individuals eligible to ree
awards; to stipulate that the exercise price obptlons granted may not be less than the fair etaralue of our common stock on the date
option is granted; and to delete the provision pitimg loans to participants. On June 12, 2008,20080 Plan was amended to increast
number of shares reserved for issuance to 2,000z0Dto extend the term of the 2000 Plan untilléber of ten years from the date of adog
of the 2000 Plan by our shareholders or the appaivany amendment of the 2000 Plan by our shadss! On October 8, 2008, the 2000 |
was amended to modify the change in control promsiand to provide that upon a change in conttiedined in the 2000 Plan), any share
restricted stock will become fully vested in thetmdpants. On December 9, 2010, the 2000 Planfwdler amended to modify the definit
of a change in control. At January 29, 2011, 413 &6ares of unissued common stock were reservddtfoe grants under the 2000 Plan.

Stock options currently outstanding under the 2BG typically were granted such that dhid of the shares underlying the stock opt
granted would vest and become fully exercisableaxh of the first three anniversaries of the dateegrant and were assigned ayHay tern
from the date of grant. Restricted stock awardsedg€o employees under the 2000 Plan either veast tie achievement of specified level
annual earnings per diluted share during a six-peaiod starting from the grant date or were gréusigch that onéhird of the shares wot
vest on each of the first three anniversaries sjles# to the date of the grant. For the performdrased awards, should the annual earning
diluted share criteria not be met within the gear period from the grant date, any shares stitricted will be forfeited. All restricted stc
awards issued to date to non-employee Directortedem January 2 of the year following the yeathefgrant.
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Plan Specific Activity and End of Period Balance Smmaries

Stock Options

The following table summarizes the stock optiomsictions pursuant to the stock-based compengatos:

Weighted-
Average Aggregate
Weighted- Remaining Intrinsic
Number of Average Contractual Value (in
Shares Exercise Pric  Term (Years  thousands
Outstanding at January 30, 2010 393,63. $ 14.2¢
Granted 0
Forfeited or expired (750) 13.3¢
Exercised (50,16) 11.5Z
Outstanding at January 29, 2011 342,71t $ 14.7( 228 $ 3,39
Options outstanding at January 29, 2011,
net of estimated forfeitures 342,52, % 14.7( 228 $ 3,39(
Exercisable at January 29, 2011 335217 % 14.72 214 $ 3,31

The total fair value at grant date of previousiynnested stock options that vested was $87,00digdiscal 2010 and fiscal 2009.

No stock options were granted during fiscal 201Giszal 2009. The weight-average fair value of options granted was $6.44nduisca
2008. The fair value of options granted was esthatt grant date using a Black-Scholes optionpgichodel with the following weighted-

average assumptions:

Fiscal years

Risk free interest rate
Expected dividend yield
Expected volatility
Expected term

2008
3.C%
0.C%

45.9%
5 Year:

The risk free interest rate was based on the Ur&asliry yield curve in effect at the time of thargr We had not paid and did not anticij
paying cash dividends; therefore, the expectedldid yield was assumed to be zero. Expected \ilatibs based on the historical volati
of our stock. The expected term of the options Wwased on our historical option exercise data taking consideration the exercise .

forfeiture patterns of the class of option holddusing the option’s life.
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The following table summarizes information regagdaptions exercised:

(In thousands) 2010 2009 2008
Total intrinsic valug? $ 65€ $ 129C $ 64C
Total cash received $ 57¢ % 99¢ $ 1,37t
Associated excess income tax benefits

recorded $ 22 $ 38 % 224

1) Defined as the difference between the market valexercise and the grant price of stock optiors@sed.

The following table summarizes information regagdoutstanding and exercisable options at Janugr@@®oL.:

Options Outstanding Options Exercisable
Number Weighted Weighted Number Weighted
Range of of Options Average Average of Options Average
Exercise Price Outstanding Remaining Life Exercise Price Exercisable Exercise Price
$ 8.94 -12.67 163,66¢ 264 $ 12.47 162,00: $ 12.4¢
$ 13.68 -17.1: 179,05( 18 $ 16.74 173,21¢  $ 16.81
The following table summarizes information regagdgtock-based compensation expense recognizedifovested options:
(In thousands) 2010 2009 2008
Stock-based compensation expense before
the recognized income tax benefit $ 82 $ 84 $ 71
Income tax benefit $ 31 $ 33 $ 26

(1) Income tax benefit was calculated using an adjustiedtive tax rate. The adjusted rate removesakeffects from the favorable resolution of certi@ix positions.

As of January 29, 2011, there was approximatelyGRibof unrecognized compensation expense, nettiofi@ed forfeitures, remaining rela

to non-vested stock options. This expense is egpectbe recognized over a weighted-average pefiagproximately 0.5 years.

Restricted Stock Awards

The following table summarizes the restricted shiamesactions pursuant to the 2000 Plan:

Weighted-
Number of Average Grant
Shares Date Fair Valu
Non-vested at January 30, 2010 366,33: $ 16.8¢
Granted 132,78: 21.6¢
Vested (107,76) 11.7¢
Non-vested at January 29, 2011 391,34« $ 19.91

The total fair value at grant date of previouslywested stock awards that vested during fiscal 22009 and 2008 was $1.3 million, $764,
and $64,000, respectively. The weightadrage grant date fair value of stock awards goadtring fiscal 2009 and fiscal 2008 was $12.24

$11.38, respectively.
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The following table summarizes information regagigtock-based compensation expense recognizeddwicted stock awards:

(In thousands) 2010 2009 2008
Stock-based compensation expense before

the recognized income tax benefit $ 487F $ 787 $ 852
Income tax benefit $ 1851 $ 30¢ $ 311

(1) Income tax benefit was calculated using an adjustiedtive tax rate. The adjusted rate removesakeffects from the favorable resolution of certi@ix positions.

The $787,000 of expense recognized in fiscal 2089 @omprised of compensation expense of $1.4 mibifset by income of $653,000. 1
income was attributable to the first quarter regkdd the cumulative prior period expense for perfancebased awards, which were deel
by management as not probable of vesting. Howdased on our improved financial outlook, a cumuéatiatchup of $851,000 was recorc
during fiscal 2010 for a portion of these awards/mieemed probable of vesting.

As of January 29, 2011, there was approximately8 $hillion of unrecognized compensation expense neimg related to both tt
performance-based and service-based vested stock awards. The cost is expected to bagnézed over a weighted average perio
approximately 0.5 years. This incorporates theentrassumptions of the estimated requisite sepéc®d required to achieve the design
performance conditions for performance-based stockrds.

CashSettled Stock Appreciation Rights (SARS)

Cash-settled stock appreciation rights (SARs) vegeated to certain non-executive employees in [fiR0&8 such that onthird of the share
underlying the SARs granted would vest and becaitlg &xercisable on each of the first three anrdaees of the date of the grant and v
assigned a fivgrear term from the date of grant. Each SAR entithesholder, upon exercise, to receive cash iratheunt equal to the closi
price of our stock on the date of exercise leseitggcise price. The maximum amount paid, howesasmot exceed 100% of the exercise p
In accordance with current authoritative guidamesh-settled SARs are classified as Other liaddlitin the Consolidated Balance Sheets.

The following table summarizes the SARs activity:

Weighted-
Average

Weighted- Remaining

Number of Average Contractual

Shares Exercise Pric  Term (Years
Outstanding at January 30, 2010 103,36: % 9.72
Granted 0 0.0C
Forfeited or expired (2,000 9.72
Exercised (50,67) 9.72

Outstanding at January 29, 2011 50,68t $ 9.72 2.8¢

Exercisable at January 29, 2011 0 3 0.0C 0.0¢

The fair value of these liability awards is remeasguat each reporting period until the date ofl@etent. Increases or decreases in stoake:
compensation expense are recognized over the ggstiiod, or immediately for vested awards. Thegividaverage fair value of outstandi
non-vested SAR awards was $7.76 as of January029, 2

45




Shoe Carnival, Inc.
Notes to Consolidated Financial Statements - contired

The fair value was estimated using a trinomialdatmodel with the following assumptions:

January 29,
2011

Risk free interest rate yield curve 0.13% -1.92%
Expected dividend yield 0.0%
Expected volatility 58.82Y%
Maximum life 2.88 Year
Exercise multiple 1.71-1.7¢
Maximum payout $9.7-
Employee exit rate 2.2% -9.0%

The risk free interest rate was based on the Ur&ashiry yield curve in effect at the end of theorépg period. We had not paid and did
anticipate paying cash dividends; therefore, theeeted dividend yield was assumed to be zero. Eggaolatility was based on the histor
volatility of our stock. The exercise multiple aechployee exit rate are based on historical optéta.d

The following table summarizes information regagigtock-based compensation expense recognizediies:S

(In thousands) 2010@ 2009 2008
Stock-based compensation expense before

the recognized income tax benefit $ 48: $ 751 $ 26
Income tax benefit $ 18 $ 295 $ 9

(1) Income tax benefit was calculated using an adjustfedtive tax rate. The adjusted rate removesakeffects from the favorable resolution of certaix positions

As of January 29, 2011, there was approximatelyl®I3D in unrecognized compensation expense retatemnvested SARs. The cost
expected to be recognized over a weighted-averagedoof 0.9 years.

Note 10 — Litigation Matters

We are involved in various legal proceedings inetdeto the conduct of our business. While the onte of any legal proceeding is alw
uncertain, we do not currently expect that any spigdteedings will have a material adverse effectoan financial position or results
operations.

Note 11 — Related Party Transactions

Our Chairman and principal shareholder and hisaenmembers of LC Footwear, LLC. They also wereeti@ders of PL Footwear, In
which during December 2007 became a wholly owndkigiiary of LC Footwear, LLC. We purchase name ramerchandise from L
Footwear, LLC, and PL Footwear, Inc. serves asygoit agent for us. PL Footwear, Inc. representsnua commission basis in dealings \
shoe factories in mainland China, where most ofppivate label shoes are manufactured.

Purchases made from LC Footwear, LLC were $50,88@M00 and $513,000 in fiscal years 2010, 20092088, respectively. Commissic
paid to PL Footwear, Inc. were $638,000, $763,0t0%894,000 in fiscal years 2010, 2009 and 20Gheetively.
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Note 12 — Quarterly Results (Unaudited)

Quarterly results are determined in accordance thighaccounting policies used for annual data andide certain items based upon estin
for the entire year. All fiscal quarters in 201@&009 include results for 13 weeks.

(In thousands, except per share data)

First Second Third Fourth
Fiscal 2010 Quarter Quarter Quarter Quarter
Net sales $ 189,45 $ 16539: $ 204,44 $ 179,89
Gross profit 59,27 46,74, 61,51( 54,01(
Operating income 14,991 5,98¢ 14,41« 6,991
Net income 9,247 4,11¢ 9,09¢ 4,36(
Net income per sha— Basic $ 0.7 % 03z $ 071 $ 0.3¢
Net income per sha— Diluted $ 0.7z $ 03z $ 0.7C $ 0.3t

First Second Third Fourth
Fiscal 2009 Quarter Quarter Quarter Quarter
Net sales $ 167,26¢ $ 152,84 $ 191,520 $ 170,79
Gross profit 46,64( 40,92« 57,09¢ 48,94
Operating income 6,58¢ 1,904 12,21¢ 4,42:
Net income 4,132 982 7,49¢ 2,55¢
Net income per sha— Basic $ 03: $ 0.0¢ $ 6C $ 0.2C
Net income per sha~ Diluted $ 03z $ 0.0¢ $ 5 $ 0.2C
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SHOE CARNIVAL, INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

Balance at Chargedt  Credited t Balance at
Descriptions Beginning Cost and Costs and End of
(In thousands) of Period Expenses  Expenses Period
Year ended January 31, 2009

Reserve for sales returns and allowances $ 97 $ 61,161 $ 61,17 $ 94
Inventory reserve $ 4,10C $ 65C $ 45C $ 4,30(
Year ended January 30, 2010

Reserve for sales returns and allowances $ 94 $ 69,62 $ 69,60¢ $ 10¢
Inventory reserve $ 430C $ 106¢ $ 1,26¢ $ 4,10(
Year ended January 29, 2011

Reserve for sales returns and allowances $ 106 $ 80,337 $ 80,33¢ % 104
Inventory reserve $ 4,10C $ 3Bz $ 652 $ 3,80(

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Management’'s Report on Internal Control Over Finandal Reporting

The Company's management is responsible for estéddj and maintaining adequate internal controf dwancial reporting as defined in R
13a45(f) under the Securities Exchange Act of 193terimal control over financial reporting is a prazeesigned by, or under the supervi
of, the Company’s principal executive and princifia&ncial officers and effected by the Companlibard of directors, management and «
personnel to provide reasonable assurance regatttnigeliability of financial reporting and the pegation of financial statements for exte
purposes in accordance with generally accepteduatiog principles and includes those policies aratedures that:

e Pertain to the maintenance of records that in regtde detail accurately and fairly reflect the s@actionsand dispositions of the ass
of the Company;

e Provide reasonable assurance that transactione@eded as necessary to permit preparation ofifiadstatements in accordance v
generally accepted accounting principles, and theg¢ipts and expenditure$ the Company are being made only in accordanth
authorizations of management and directors of th@any; and

e Provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, aselisposition of the Compary’
assets that could have a material effect on trenfiial statements.

Because of inherent limitations, internal contreéofinancial reporting may not prevent or detecstatements. Projections of any evalue
of effectiveness to future periods are subjecthio risks that controls may become inadequate becaushanges in conditions, or that
degree of compliance with the policies or procedunay deteriorate.

Management assessed the effectiveness of the Cgtapaternal control over financial reporting as J#nuary 29, 2011. In making t
assessment, management used the criteria setbfptthe Committee of Sponsoring Organizations ("COS® the Treadway Commission
Internal Control-Integrated Framework.
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Based on its assessment, management believes¢h@bmpany's internal control over financial rejporivas effective as of January 29, 2011.

The Company's internal control over financial rejpgyr as of January 29, 2011 has been audited bydependent registered public accour
firm, Deloitte & Touche LLP, as stated in their ogfp which is included herein.

Conclusion Regarding the Effectiveness of DisclosarControls and Procedures and Changes in Internal @trol over Financial
Reporting

Our Chief Executive Officer and Chief Financial iofr have concluded, based on their evaluationf damuary 29, 2011, that our disclos
controls and procedures are effective to ensureitfiamation required to be disclosed by us in téports filed or submitted by us under
Securities Exchange Act of 1934, as amended, isrded, processed, summarized and reported withéntithe periods specified in {
Securities and Exchange Commiss®niles and forms, and include controls and proeeddesigned to ensure that information requirdok
disclosed by us in such reports is accumulatedcantmunicated to our management, including the bxefcutive Officer and Chief Financ
Officer, as appropriate to allow timely decisioegarding required disclosure.

There has been no significant change in our interoatrols over financial reporting that occurregridg the quarter ended January 29, :
that has materially affected, or is reasonablylyite materially affect, our internal control ovimancial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of

Shoe Carnival, Inc.

Evansville, Indiana

We have audited the internal control over finanoggdorting of Shoe Carnival, Inc. and subsidiattee "Company") as of January 29, 2(
based on criteria established limernal Control — Integrated Framewoiiksued by the Committee of Sponsoring Organizatiohshe
Treadway Commission. The Company's managemensimnsible for maintaining effective internal cohwwer financial reporting and for
assessment of the effectiveness of internal comel financial reporting, included in the accomygag Managemens Report on Intern
Control Over Financial Reporting. Our responsipilg to express an opinion on the Company's intezoatrol over financial reporting bas
on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversightf8g&nited States). Those stand:
require that we plan and perform the audit to obtabsonable assurance about whether effectiven@iteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal corar@r financial reporting, assessing the
that a material weakness exists, testing and etimaduthe design and operating effectiveness ofiiratiecontrol based on the assessed risk
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis fol
opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvis, the company's principal execu
and principal financial officers, or persons penfiorg similar functions, and effected by the compsipoard of directors, management,
other personnel to provide reasonable assuraneedieg the reliability of financial reporting anlet preparation of financial statements
external purposes in accordance with generally @edeaccounting principles. A company's internaitod over financial reporting includ
those policies and procedures that (1) pertaiheariaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactiomreeoeded as necessary to permit prepar
of financial statements in accordance with gengiadlcepted accounting principles, and that recaiptsexpenditures of the company are
made only in accordance with authorizations of ngangent and directors of the company; and (3) pev&hsonable assurance regar
prevention or timely detection of unauthorized astjjon, use, or disposition of the company's as#leat could have a material effect on
financial statements.

Because of the inherent limitations of internal tconover financial reporting, including the posstlp of collusion or improper managemu
override of controls, material misstatements duertor or fraud may not be prevented or detected ¢imely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltoanover financial reporting to future periods amebject to the risk that the controls r
become inadequate because of changes in conditivttgt the degree of compliance with the policgeprocedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fic&l reporting as of January 29, 2011, b,
on the criteria established internal Control — Integrated Frameworgsued by the Committee of Sponsoring Organizatadrtbe Treadws
Commission.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the consolida
financial statements and financial statement sdeealsi of and for the year ended January 29, 20theo€ompany and our report dated A
14, 2011 expressed an unqualified opinion on tfios@cial statements and financial statement sdeedu

/s/Deloitte & Touche LLP
Indianapolis, Indiana
April 14, 2011
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ITEM 9B. OTHER INFORMATION
None
PART Il
ITEM 10.DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this Item concerning @irectors, nominees for Director, Code of Ethidssignation of the Audit Committ
financial expert and identification of the Audit @mittee, and concerning any disclosure of delintjfédars under Section 16(a) of 1
Exchange Act, is incorporated herein by refereceur definitive Proxy Statement for the 2011 ArinMaeting of Shareholders, to be fi
with the Securities and Exchange Commission putstaRegulation 14A within 120 days after the eridbor last fiscal year. Informatic
concerning our executive officers is included unither caption "Executive Officers” at the end of PARITEM 1. BUSINESS of this Annu
Report on Form 10-K. Such information is incorpethterein by reference, in accordance with Gerasttuction G(3) to Form 18- anc
Instruction 3 to Item 401(b) of Regulation S-K.

We have adopted a Code of Business Conduct andsHthie "Code") that applies to all of our Direstoofficers and employees, including
principal executive officer, principal financial fafer, principal accounting officer and controlléFhe Code is posted on our websit
www.shoecarnival.com. We intend to disclose any radngents to the Code by posting such amendmentsubmwvebsite. In addition, ai
waivers of the Code for our Directors or executifficers will be disclosed in a report on Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item concerninghtmeration of our officers and Directors and infatibn concerning material transacti
involving such officers and Directors and CompeiesatCommittee interlocks, including the Compensati@ommittee Report and 1
Compensation Discussion and Analysis, is incorgatdterein by reference to our definitive Proxy &tegnt for the 2011 Annual Meeting
Shareholders which will be filed pursuant to Retiata14A within 120 days after the end of our fistal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item concerning #tock ownership of management, five percent li@akbwners and securities authori
for issuance under equity compensation plans isrparated herein by reference to our definitivexiyrStatement for the 2011 Annual Mee!
of Shareholders which will be filed pursuant to Riagjon 14A within 120 days after the end of owst lfiscal year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item concerningtaim relationships and related transactions areditidependence of our Directors
incorporated herein by reference to our definifirexy Statement for the 2011 Annual Meeting of 8hatders which will be filed pursuant
Regulation 14A within 120 days after the end of last fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item concerningnpipal accountant fees and services is incorpdragrein by reference to our definit
Proxy Statement for the 2011 Annual Meeting of 8hatders which will be filed pursuant to RegulatibdA within 120 days after the end
our last fiscal year.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

1. Financial Statement
The following financial statements of Shoe Carnivat. are set forth in PART I, ITEM 8 of this rexb:
Report of Independent Registered Public AccourfEimm
Consolidated Balance Sheets at January 29, 201Jamdry 30, 201
Consolidated Statements of Income for the yearseéddnuary 29, 2011, January 30, 2010, and JaBta®00¢
Consolidated Statements of Sharehol Equity for the years ended January 29, 2011, Jar8r2010, and January 31, 2(
Consolidated Statements of Cash Flows for the yeaed January 29, 2011, January 30, 2010, an&de8i, 200¢
Notes to Consolidated Financial Stateme

2. Financial Statement Schedu
The following financial statement schedule of SRaenival, Inc. is set forth in PART Il, ITEM 8 difiis report.
Schedule Il Valuation and Qualifying Accoul

3. Exhibits:

A list of exhibits required to be filed as part this report is set forth in the Index to Exhibitghich immediately precedes st
exhibits, and is incorporated herein by refere
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

Shoe Carnival, Inc.

Date: April 14, 201 By: /s/ Mark L. Lemond
Mark L. Lemond
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
registrant and in the capacities and on the dathsdted.

Signature Title Date
/sl J. Wayne Weave Chairman of the Board and Director April 14, 2011

J. Wayne Weave

/s/ Mark L. Lemonc President, Chief Executive Officer and Director April 14, 2011
Mark L. Lemond (Principal Executive Officer)
/s/ William E. Bindley Director April 14, 2011

William E. Bindley

/s/ Gerald W. Schoc Director April 14, 2011
Gerald W. Schoa

/sl Kent A. Kleeberge Director April 14, 2011
Kent A. Kleeberge

/sl W. Kerry Jackson Executive Vice Presider- Chief Financial Office April 14, 2011
W. Kerry Jacksol and Treasurer (Principal Financial Officer)

/s/ Kathy A. Yearwood Senior Vice Presidel- Controller and Chie April 14, 2011
Kathy A. Yearwooc Accounting Officer (Principal Accounting Officer)
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INDEX TO EXHIBITS

Incorporated by Reference To

Exhibit Filing Filed
No. Description Form  Exhibit Date Herewitt

3-A Restated Articles of Incorporation of Registr 10-K 3-A 4/25/2002

3-B By-laws of Registrant, as amended to ¢ 16-Q 3-B 12/09/2011

4-B Credit Agreement, dated as of January 20, 2010,ngn&hoe Carnival, Inc., t  8-K 4.1 1/25/201C

financial institutions from time to time party tie¢éo as Banks, and Wachovia Be
National Association, as Age

10-A Lease, dated as of February 8, 2006, by and betvrEgistrant and Bighoe 10K 10-A 4/13/200€
Properties, LLC

10-B* 2006 Executive Incentive Compensation F 8-K 1C-B 6/15/200€

10-C* Form of Award Agreement for restricted stock grantader the Shoe Carnival, | 8-K 10-C 3/24/200%
2000 Stock Option and Incentive Pl

10-D Lease, dated as of June 22, 2006, by and betweerRégistrant and Outbe  8-K 10-D 6/28/200€

Holdings, LLC
1C-E* 1993 Stock Option and Incentive Plan of Registrastamende 10-Q 1C-E 9/15/1997
10-G* Outside Directors Stock Option Pl S-8 4.4 7114/199¢
10-H* Summary Compensation Shi X
1C-I Non-competition Agreement dated as of January 15, 1886yeen Registrant anc ~ S-1 1C-I 2/4/1993

Wayne Weave
10-L* Employee Stock Purchase Plan of Registrant, as @k 10-Q 1C-L 9/15/1997

10-M* Form of Notice of Grant of Stock Options and Optlgreement for incentive sto  8-K 10-A 9/2/2004
options granted under the Registrant's 2000 Stgutlo® and Incentive Pla

10-N* Form of Notice of Grant of Stock Options and Optidgreement for nc-qualifiec  8-K 1C-B 9/2/2004
stock options granted under the Regis’s 2000 Stock Option and Incentive P

10-O* 2000 Stock Option and Incentive Plan of Registrastamende 16-Q 1¢-O 12/09/2011

10-S* Amended and Restated Employment and Noncompeti#greement date  8-K 10-S  12/17/200:
December 11, 2008, between Registrant and Marlemadnd

10-T* Amended and Restated Employment and Noncompeti#greement date  8-K 10-T 12/17/200:
December 11, 2008, between Registrant and Timo#keE
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INDEX TO EXHIBITS - Continued

Incorporated by Reference To

Exhibit Filing Filed
No. Description Form  Exhibit Date Herewitt

10-U* Amended and Restated Employment and Noncompetidgreement date  8-K 1C-U 12/17/200!
December 11, 2008, between Registrant and Cliftdsifford

10-Vv* Amended and Restated Employment and Noncompetidgreement date  8-K 1C-V 12/17/200:
December 11, 2008, between Registrant and W. Klatksor

10-W*  Shoe Carnival, Inc. Deferred Compensation | 8-K 16-W 10/14/200:

10-X* Employment and Noncompetition Agreement dated Apr2011, between X
Registrant and Kathy A. Yearwor

21 A list of subsidiaries of Shoe Carnival, | X

23 Written consent of Deloitte & Touche LL X

31.1 Certification of Chief Executive Officer PursuantRule 13a-14(a)/15d4(a) of th X
Securities Exchange Act of 1934, as Adopted Putsw@nSection 302 of tt
Sarbane-Oxley Act of 200z

31.2 Certification of Chief Financial Officer Pursuaimt Rule 13a-14(a)/15d4(a) of thi X
Securities Exchange Act of 1934, as Adopted PutstanSection 302 of tt
Sarbane-Oxley Act of 200z

32.1 Certification of Chief Executive Officer Pursuard 18 U.S.C. Section 1350, X
Adopted Pursuant to Section 906 of the Sark-Oxley Act of 200z

32.2 Certification of Chief Financial Officer Pursuard 18 U.S.C. Section 1350, X

Adopted Pursuant to Section 906 of the Sark-Oxley Act of 200z

*  The indicated exhibit is a management contract,psoreatory plan or arrangement required to be filettem 601 of Regulation-K.
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Exhibit 10-H
SUMMARY COMPENSATION SHEET

The following summarizes certain compensation decss taken by the Compensation Committee (the "Citteeti) and/or the Board
Directors ("Board") of Shoe Carnival, Inc. (the 'l@pany"), with respect to the compensation of thenfany’s named executive officers.

1. 2011 Base Salary

The Committee increased the base salaries of fmuCompany's executive officers to keep each adf teepective salaries competitive. -
following base salaries are effective for the Compsnamed executive officers for fiscal 2011:

Base
Name Title Salary
Mark L. Lemond  President and Chief Executive $ 775,00(
Officer
J. Wayne Weav¢  Chairman of the Board $ 300,00(
Timothy T. Bake  Executive Vice President - $ 435,00
Store Operations
W. Kerry Jackso  Executive Vice President - Chief $  445,00(
Financial Officer and Treasurer
Clifton E. Sifford  Executive Vice President - $ 460,00(

General Merchandise Manager

2. Grants of Restricted Stock and Stock Options

The Committee approved grants of restricted stoctotr the Company's named executive officers ahérokey personnel under the S
Carnival, Inc. 2000 Stock Option and Incentive Pl@arants to the Company's named executive offisere as follows:

Name Shares Awarde
Mark L. Lemond 20,00(
Timothy T. Baker 12,00(
W. Kerry Jackson 14,00(
Clifton E. Sifford 15,00(

No grant was made to Mr. Weaver. The restrictedesh@ill vest upon the achievement of specifieckls\of annual earnings per diluted sl
during a six-year period.

3. Annual Incentive Compensation for Fiscal 2011

The Committee established the performance critemia targets for the fiscal 2011 bonus payable doafi 2012 under the Company's 2
Executive Incentive Compensation Plan. The perfogaecriteria is operating income before bonus espeBubjective factors based or
executive's individual performance can reduce atetve's bonus. As Chief Executive Officer, Mrnh@nd's bonus target is 80% of his sz
but he can earn up to 125% of his salary if alfgrenance targets are met. Mr. Weaver, as chairisargt eligible to receive a bonus. The o
named executive officers' bonus target is 60% eif thalary but they can earn up to 100% of thdargaf all performance targets are met.




4. Director's Compensation

The Company pays to n@mployee Directors an annual retainer of $20,00@ Thairman of the Audit Committee receives addéi@nnue
compensation of $7,500. The Chairman of the Congtems Committee and the Chairman of the Nominatimg Corporate Governar
Committee receive additional annual compensatiddbgd00 and the Lead Director receives additionabal compensation of $2,000.

Non-employee Directors receive a per meeting fee di®Lfor each meeting of the Board and the acconipgrgpmmittee meetings attent
and $1,000 for each committee meeting attendeceisom in which the full Board does not meet. If demmittee meeting is attended
conference call, the non-employee Directors rec&i¥®0. The Company reimburses all Directors forrailsonable out-gfocket expens
incurred in connection with meetings of the Board.

Non-employee Directors will annually receive restrictttares valued at $17,500 as of the date of gratgrithe Company's 2000 Stock Op
and Incentive Plan. The restrictions on the shiagese on January™of the year following the year in which the grarasamade.




Exhibit 10-X
EMPLOYMENT AND NONCOMPETITION AGREEMENT

This EMPLOYMENT AND NONCOMPETITION AGREEENT (the "Agreement") is made and entered intofdaee7th day of April,
2011, by and betwee®HOE CARNIVAL, INC ., an Indiana corporation with its principal officlcated at 7500 East Columbia Street,
Evansville, Indiana (the "Company"), akhTHY YEARWOOD , an individual residing at 8820 Darnell School Bdslt. Vernon, Indiana
47620 (the "Employee").

RECITALS
WHEREAS , the Company is one of the leading retailers ofifiashoes in the United States; and
WHEREAS , the Company desires to retain the services oEthployee upon the terms and conditions set fogtkih; and

WHEREAS , the Employee desires to be so employed by thep@ag to be eligible for opportunities of advancetmeotential
compensation increases and the potential paymes¥ipd for herein; and

WHEREAS , the Company and the Employee desire to entetligoAgreement to set forth the terms and conattiof the
employment relationship between the Company anéthployee; and

WHEREAS , in connection with its business, the Companyehgended a substantial amount of time, money, #od & develop an
maintain its confidential, proprietary and traderséinformation, and that this information, if m&ed or disclosed, could be very harmful to
Company’s business and its competitive positiothénmarketplace.

AGREEMENT

1. Term of Employment . The Company hereby agrees to employ Employedcamoyee hereby agrees to be employed by the
Company, in accordance with the terms and conditimrein, for a period commencing on the effeatiate of this Agreement up to and
through January 31, 2013, subject, however, taezddrmination as expressly provided in this Agneat (such term, including any extension
thereof, shall herein be referred to as the "Teriftjs Agreement shall be renewed automaticallystarcessive terms of one (1) year each
unless either party provides written notice of menewal to the other party not more than ninety (#ys and not less than thirty (30) days
before the end of the then current Term.

2. Scope of Duties The Employee is currently serving in the positidrsenior Vice President, Controller and Chief diiting
Officer. During the Term, the Employee agrees tdgen such other services for the Company as magiteeted by any superior officer of t
Company, and to assume such other title, dutieboanesponsibilities as the Board of Directors rdayermine. The Employee shall be
supportive of the Company's business and its hesteists and shall not, directly or indirectly,gany action which could reasonably be
expected to have an adverse effect upon the bigssamdsest interests of the Company. The Employger@nts that she will at all times
honestly and fairly conduct her duties, and wildktimes maintain the highest of professionahdtads in representing the interests of the
Company. The Employee will comply with Company pi&s, decisions, and instructions, which may benghd by the Company over time.
Employee shall perform all duties incident to hesition, as well as any other duties as may fronetio time be assigned by the President of
the Company or his designee, and agrees to abid# By-laws, policies, practices, procedures deswf the Company.




3. Compensation of Employee For all services rendered by the Employee urtdsrAgreement, the Company shall compensate the
Employee as follows:

3.1Base Salary. The base salary payable to the Employee undeAtinieement shall be that amount of base salargipeas of the
effective date of this Agreement ("Base Salaryéyable in accordance with the Company's usual figymacedures, and subject to all
taxes, withholdings and deductions as requiredabydnd as the Employee may authorize. The Compdhsewiew the Base Salary on a
periodic basis, approximately annually, during Treem to determine, in the discretion of the Compamyether the Base Salary should be
adjusted, and if so, the amount of such adjustraedtthe time at which such adjustment should téfeete

3.2Incentive Bonus. The Employee is entitled to participate in then@any’s 2006 Executive Incentive Compensation Rlan
accordance with the terms contained therein, amshynsuccessor plan adopted by the Company fromttinime. However, Employee
agrees that the failure of the Company to awardsaich bonus and/or other incentive compensatiot rsbiagive rise to any claim against
the Company.

4. Additional Compensation, Benefits, and Obligations During the Term, and so long as the Employeeeseirvthe position of
Senior Vice President, Employee is entitled toipguate in any and all employee welfare and heladthefit plans (including, but not limited to,
life insurance, health and medical, dental andhilisaplans, and executive supplemental medicalkecage) and other employee benefit plans,
including but not limited to, qualified pension p&a stock purchase plans, and nonqualified defeweatpensation plans, established by the
Company from time to time for the benefit of exéees at her level and position; provided, howetlee, Employee's participation in such plans
is subject to the eligibility requirements and attegms of such plans. The Company may change, dumediscontinue any of its employee
welfare and health benefit plans at any time dutivegTerm, and nothing in this Agreement shallgdil the Company to institute, maintain or
refrain from changing, amending or discontinuing aach plans or programs.

5. Termination of Employment . Employee’s employment may be terminated as falow

5.1For Cause. The Company may terminate Employgemployment at any time effective immediately"f©ause." As used in tt
Agreement, the term "Cause” means the occurrenaaybne or more of the following events: (i) Emy@e's conviction for a felony or
other crime involving moral turpitude; (ii) Emplog’e engaging in illegal conduct or gross miscongdith is injurious to the Company;
(iii) Employee's engaging in any fraudulent or disast conduct in her dealings with, or on behaltltd Company; (iv) Employee's failure
or refusal to follow the lawful and reasonablerinstions of the Company's Chief Executive Offid@resident, or other executive officer to
whom Employee reports, if such failure or refusaitinues for a period of ten (10) days after thenfany delivers to Employee a written
notice stating the instructions which Employee faéled or refused to follow; (v) Employee's matéligeach of any of her obligations un
this Agreement; (vi) Employee's material breacthefCompany's policies; (vii) Employee's use obatd or drugs which interferes with
the performance of her duties for the Company dclwhompromises the integrity or reputation of @@mpany; or (viii) Employee's
engaging in any conduct tending to bring the Corgpato public disgrace or disrepute.

5.2 Unilateral — The Company. The Company may terminate Employee’s employmeany time without Cause.

5.3 Unilateral - Employee. Employee may terminate her employment at any tintie the Company by providing the Company
with thirty (30) days' advance written notice o€Buermination. At the sole option of the Compasych termination will be considered
effective on the date such notice is given.

5.4 For Good Reason Employee. Within one (1) year after a “Change in Contr@% (defined in Section 5.6.4), Employee may
terminate this Agreement for Good Reason if athef following conditions are satisfied: (a) Empleygives the Company a written notice
of termination, which describes in reasonable t#taicondition claimed to constitute Good Reasathin thirty (30) calendar days of the
initial existence of the condition claimed to cande Good Reason; (b) the Company does not rertirerlgondition within thirty (30)
calendar days of the Company’s receipt of Emplay®eitten notice of termination (the “Good ReasamréCPeriod”); and (c) Employee
gives the Company a second written notice of teatidm within thirty (30) calendar days followingetlexpiration of the Good Reason Cure
Period. For purposes of this Agreement, for “Go@a$dn" means the occurrence, without Employeetanrconsent, of a material
reduction by the Company in Employee's Base Salagmination of this Agreement without Cause or@mod Reason shall not be
deemed to be a voluntary termination by Employe@foposes of any stock option or equity incenplans of the Company.
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5.8Disability or Death . If Employee suffers a "Disability," the Comparhei have the right to terminate Employee's emplegtrby
delivering to Employee a written notice of the Canyp's intent to terminate for Disability, specifgim such notice a termination date not
less than ten (10) calendar days after the givithenotice (the "Disability Notice Period"). TRgnployee's employment shall terminate at
the close of business on the last day of the Disablotice Period. For purpose of this Agreeméhg term "Disability" shall mean either
(a) when Employee is deemed disabled in accordaitbethe long-term disability insurance policy dap of the Company in effect at the
time of the illness or injury causing the Disalyilibr (b) the inability of Employee, because ofinyj, illness, disease or bodily or mental
infirmity, to perform the essential functions ofrtjgb (with reasonable accommodation) for more thae hundred twenty (120)
consecutive days. The existence of a Disabilityl sfeadetermined by the Company. If the Employesusth die during the Term, this
Agreement shall terminate as of the date of Emmzydeath.

5.6 Compensation Upon Termination. In the event of termination of Employee’s empl@mhas set forth herein, and subject to
any lawful right of offset the Company may haveiagbany such benefits, compensation, or severammints owed to Employee, whet
the result of promissory notes, loans, or othearfiial arrangements the Company may have entei@evith or on the Employee’s behalf,
and which are or would become due and payable afterthe termination date, to include the priatimnd interest pursuant to such
arrangements (which right of offset cannot be irsistent with the standards for nonqualified def@éempensation plans under Code
Section 409A, to the extent applicable), the Paudigree that the following terms shall be the estekiseverance arrangements:

5.6.1 In the event of termination of Employee's Eayyment by the Company for Cause pursuant to Seé&ib or unilateral
termination by the Employee pursuant to Sectionthe& Company's obligation to pay and provide Eiypgéocompensation and benefits
under this Agreement shall immediately terminateept: (2) Employee shall be entitled to receia gortion of her Base Salary wh
shall have been earned through the termination datk(b) the Company shall pay or provide Emploseeh other payments and
benefits, if any, which had accrued hereunder leetioe termination date. Other than the foregoing Gompany shall have no further
obligations to Employee under this Agreement.

5.6.2 In the event the Company terminates Empleysaployment without Cause pursuant to Sectiombaty time other than the
one (1) year period immediately following a "Chamgéontrol,” the Company's obligation to pay amovide Employee compensation
and benefits under this Agreement shall immediatiyinate, except: (a) Employee shall be entittedeceive that portion of her then
Base Salary which shall have been earned throwgtetmination date; (b) the Company shall pay teByee, within thirty (30 )
calendar days following the date of terminatioflyrap sum amount equal to thirty-five percent (358o)he product of (i) times (ii),
where (i) is her annual Base Salary for the figear in which the termination occurs, and (ii) fsaction, the numerator of which is the
number of days elapsed in such fiscal year thrahghdate of termination and the denominator of Whgc365; (c) the Company shall
pay or provide Employee such other payments andflignif any, which had accrued hereunder befoest¢rmination date; (d) the
Company shall pay to Employee, within thirty (3@Jendar days following the termination date, a llsum payment in an amount
equal to one hundred percent (100%) of the Empleythen Base Salary for the fiscal year in whight#rmination occurs; (e) the
Company shall pay Employee a monthly payment inranuntequivalent to the "COBRA Premium Rate" (which is thonthly amout
charged, as of the termination date, for COBRA ionrattion coverage under the Company's group meditdidental plans for the
coverage options and coverage levels applicaligrtployee and her covered dependents immediately forithe termination date) for
up to twelve (12) months immediately following tiiete of termination, and said payment shall caaseediately upon initiation of
Employee’s subsequent health care coverage, whigtleergh a new employer’s health plan or througbtleer source, such as a
spouse’s health plan; and (f) with respect to Camsiock options granted after the date of thisegnent, Employee would
immediately vest in any option that would have gdswithin twelve (12) months of Employee’s termioatdate had Employee not
been terminated, and such option may be exercisesignt to the provisions of the then current Camg#gtock Option and Incentive
Plan (“Stock Option Plan”) as if the option weresteal at the date of termination. Payment of thersexce compensation described in
subpart (d) and (e) of this Section 5.6.2 is sulifethe requirements of Sections 5.9 and 5.10eQtan the foregoing, the Company
shall have no further obligations to Employee urttier Agreement.
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5.6.3 In the event Employee's employment is tertethas a result of Employee's death or Disabilitsspant to Section 5.5, the
Company's obligation to pay and provide the Emptog@mpensation and benefits under this Agreemeiitisimediately terminate
except: (a) Employee shall be entitled to receiat portion of her then Base Salary which shallehaeen earned through the
termination date; and (b) the Company shall pagrovide Employee such other payments and ben#féaay, which had accrued
hereunder before the termination date. Other tharidregoing, the Company shall have no furtheigakibns to Employee under this
Agreement.

5.6.4 In the event of a "Qualifying Termination"tln one (1) year immediately following a "ChangeQontrol,” then, in lieu of all
other benefits under this Agreement, the Compayigation to pay and provide Employee compensadiuth benefits under this
Agreement shall immediately terminate, exceptHiaployee shall be entitled to receive that porbbher then Base Salary which st
have been earned through the termination datehé{ompany shall pay or provide Employee suchrgthgments and benefits, if at
which had accrued hereunder before the terminatide; (c) the Company shall pay to Employee imaplsum not later than thirty (3
calendar days after the termination date an amequrtl to two hundred twenty-five percent (225%herf annual Base Salary for the
fiscal year in which the termination occurs; (@ thompany shall pay Employee a monthly paymenhiaraount equivalent to the
"COBRA Premium Rate" (which is the monthly amouméiged, as of the termination date, for COBRA curdtion coverage under t
Company's group medical and dental plans for tver@me options and coverage levels applicable tpl&me and her covered
dependents immediately prior to the terminatiorey&dr up to eighteen (18) months immediately feilog the date of termination, and
said payment shall cease immediately upon initietibEmployee’s subsequent health care coveragethehthrough a new employer’s
health plan or through another source, such asuass{s health plan; (e) the Company shall providgByee with reasonable and
appropriate out-placement services, as determinédaordinated by the Company, by paying a feetmekceed Two Thousand Five
Hundred Dollars ($2,500.00), to an out-placementises provider selected by the Company, provided $uch services shall not
extend past the end of the second taxable yeamfinlfy the taxable year in which the Qualifying Taration occurs; and (f) Employee
shall be allowed to exercise available stock ogtimnaccordance with the Stock Option Plan aséfwhre terminated without cause
pursuant to the Stock Option Plan. Payment or gioriof the severance compensation or benefitgitlescin subparts (c), (d) and (e)
of this Section 5.6.4 is subject to the requirem@ftSections 5.9 and 5.10. Other than the foregdire Company shall have no further
obligations to Employee under this Agreement.

For purposes of this Agreement, a "Qualifying Teration" shall mean either (i) a unilateral termioatof Employee by the Company
without Cause pursuant to Section 5.2 or (ii) antaation by Employee for Good Reason pursuant ti@e5.4 within thirty (30)
calendar days of the expiration of the Good Re&xme Period.
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For purposes of this Agreement, "Change In Conwbthe Company shall mean and shall be deemedwe bccurred as of the first ¢
any one or more of the following conditions shall’a been satisfied:

(A) The acquisition, within a 12-month periedding on the date of the most recent acquisibgrany individual entity or group
(within the meaning of Section 13(d)(3) or 14(d)¢2}the Securities Exchange Act of 1934, as ameifithed'Exchange Act") (a
"Person") of beneficial ownership (within the mesndf Rule 13d3 promulgated under the Exchange Act as in effechftime to time
of thirty percent (30%) or more of either (i) theeh outstanding shares of common stock of the Caynpa(ii) the combined voting
power of the then outstanding voting securitiethefCompany entitled to vote generally in the ébecof directors; provided, however,
that the following acquisitions shall not cons&tan acquisition of control: (a) any acquisitioredtly from the Company (excluding an
acquisition by virtue of the exercise of a convamsprivilege), (b) any acquisition by the Compafty,any acquisition by any employee
benefit plan (or related trust) sponsored or maiethby the Company or any corporation controllgdie Company, (d) any
acquisition by any corporation pursuant to a reoizgtion, merger or consolidation, if, followingagureorganization, merger or
consolidation, the conditions described in clayesii) and (iii) of subsection (C) of this Seati 5.6.4 are satisfied, (e) any acquisition
by any Person who, immediately before the commerotof the twelve (12) month period, already hedddficial ownership of thirty
percent (30%) or more of the outstanding votingusées of the Company ("Affiliated Person™) or (fpon the death of any shareholder
who, on the date of this Agreement, is the beredfmivner of 10% or more of the outstanding votiagwities of the Company, any
acquisition triggered by the death of such shadgrdby operation of law, by any testamentary beigorey the terms of any trust or
other contractual arrangement established by sustekolder; or

(B) Individuals who, as of the date hereof, consgtithe Board of Directors of the Company (the Umbent Board") cease for any
reason to constitute at least a majority of therBad Directors of the Company (the "Board"); prbeil, however, that any individual
becoming a director subsequent to the date hero$evelection, or nomination for election by therany's shareholders, was
approved by a vote of at least a majority of theators then comprising the Incumbent Board shaltdnsidered as though such
individual were a member of the Incumbent Board,dxeluding, for this purpose, any such individwhlose initial assumption of offi
occurs as a result of either an actual or thredtetextion contest (as such terms are used in Ridd 1 of Regulation 14A promulgat
under the Exchange Act) or other actual or threatesolicitation of proxies or consents by or ondiebf a Person other than the Boe
or

(C) Approval by the shareholders of the Compang tdorganization, merger or consolidation, in ezade, unless, following such
reorganization, merger or consolidation, (i) madvart fifty percent (50%) of, respectively, the thrrstanding shares of common stock
of the corporation resulting from such reorganaatimerger or consolidation and the combined vapioger of the then outstanding
voting securities of such corporation entitled ¢devgenerally in the election of directors is tihemeficially owned, directly or
indirectly, by all or substantially all of the inddluals and entities who were the beneficial ownerspectively, of the outstanding
Company common stock and outstanding Company vetiegrities immediately prior to such reorganizatimerger or consolidation
in substantially the same proportions as their oglmip, immediately prior to such reorganizationygee or consolidation, of the
outstanding Company stock and outstanding Compatigigy securities, as the case may be, (ii) no Pefsrcluding the Company, any
employee benefit plan or related trust of the Camypar such corporation resulting from such reorgation, merger or consolidation
and any Person beneficially owning, immediatelpptd such reorganization, merger or consolidatitrectly or indirectly, thirty
percent (30%) or more of the outstanding Compamgroon stock or outstanding voting securities, asctse may be) beneficially
owns, directly or indirectly, thirty percent (30%i) more of, respectively, the then outstanding ehaf common stock of the
corporation resulting from such reorganization, geeror consolidation or the combined voting powfgthe then outstanding voting
securities of such corporation entitled to voteagatly in the election of directors and (iii) aa a majority of the members of the bc
of directors of the corporation resulting from suebrganization, merger or consolidation were mamsbéthe Incumbent Board at the
time of the execution of the initial agreement pdawy for such reorganization, merger or consolagtor
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(D) Approval by the shareholders of the Compangi)ad complete liquidation or dissolution of ther@pany or (ii) the sale or other
disposition of all or substantially all of the atssef the Company, other than to a corporation wé8pect to which following such sale
or other disposition (a) more than fifty percer@¥® of, respectively, the then outstanding shafemmmon stock of such corporation
and the combined voting power of the then outstagelbting securities of such corporation entitledote generally in the election of
directors is then beneficially owned, directly ndirectly, by all or substantially all of the indiwals and entities who were the
beneficial owners, respectively, of the outstanddagnpany common stock and outstanding Company getturities immediately
prior to such sale or other disposition in subs&digtthe same proportion as their ownership, imratsdy prior to such sale or other
disposition, of the outstanding Company commonkstoal outstanding Company voting securities, ag#ise may be, (b) no Person
(excluding the Company and any employee benefit pfarelated trust of the Company or such corponatany Affiliated Person and
any Person beneficially owning, immediately prioistich sale or other disposition, directly or iedtty, thirty percent (30%) or more
the outstanding Company common stock or outstandimgpany voting securities, as the case may beaftogaily owns, directly or
indirectly, thirty percent (30%) or more of, respeely, the then outstanding shares of common stdcuch corporation and the
combined voting power of the then outstanding \gp8ecurities of such corporation entitled to vateerally in the election of directors
and (c) at least a majority of the members of therth of directors of such corporation were membéthe Incumbent Board at the tir
of the execution of the initial agreement or actiéithe Board providing for such sale or other di&fion of assets of the Company.

Notwithstanding any other provision of this Secti6.4 to the contrary, an occurrence shall nostitute a Change in Control if it do
not constitute a change in the ownership or effeatbntrol of, or in the ownership of a substargiadtion of the assets of, the Compe
within the meaning of Code Section 409A(a)(2)(A)éwd its interpretive regulations.

5.7 Internal Revenue Code Limits. Should any payments by the Company to or for thefieof Employee under this Agreement

constitute an "excess parachute payment" withimthaning of Section 280G of the Internal RevenugéeCuf 1986, as amended (the
"Code"), then the Company shall pay Employee artiaddl amount of money (the "Gross-Up Payment&t thill equal the sum of (a) all
excise or other taxes imposed upon Employee byide4999 of the Code (excluding any penalties terist) and (b) all additional state
and federal taxes, interest and/or penalties atalile to the additional payments made to Emplgyesuant to this Section 5.7. If an exc
tax is imposed pursuant to Section 4999 of the CBd®loyee agrees to immediately notify the Compaitkin ten (10) days of the event,
in writing, and Employee hereby gives the Compdmeyrtght to challenge said imposition. Any GrossRiyment due under this Section
5.7 shall be paid in a lump sum as soon as it eazalrulated, but in no event later than 30 daies #fie date the Employee remits the
related taxes.

5.8 Payroll Withholdings . The Company may withhold from any compensationesrefits payable under this Agreement all

federal, state, city, or other taxes or deductemsay be required pursuant to any law or govertamheggulation or ruling.
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5.9%Compliance With PostEmployment Restrictions. If Employee breaches, or threatens to breactohthe covenants or
provisions set forth in Sections 6 and 7 of thisegnent, then in such event the Company shall theevéght immediately and permaner
to discontinue payment and provision of any ofseeerance compensation and benefits payable umdekgreement. The Employee and
Company acknowledge and agree that such remedyaiddition to, and not in lieu of, any and all athegyal and/or equitable remedies that
may be available to the Company in connection WithEmployee's breach or threatened breach of fatine @ovenants or provisions of t
Agreement.

5.10Release Agreement As a condition of receiving the severance beseliscribed in Sections 5.6.2(c), 5.6.2(d), 5.6,46.4
(d), or 5.6.4(e), Employee will be required to sggatandard release agreement acceptable to thpa@gnn which she releases and waives
all claims which she may have against the Comparany affiliate, employee, shareholder, officeredtor, agent or representative of the
Company (except for her rights under this Agreenoerany other vested rights Employee may have uadgiinsurance, pension, emplo
stock ownership or stock option plans sponsoredade available by the Company). The Company wil/jate such release agreement to
Employee at the termination of Employee’'s employtméth the Company. As part of the release agre¢ntamployee will be required (a)
to agree to cooperate with the Company with resfpeaty business matters about which she has kdgeléncluding any litigation or
threatened litigation, (b) agree not to cooperdth any claimants against the Company unless reduy law to do so, (c) agree not to
make any negative or derogatory comments abouCdmepany or its executives and (d) affirm her pestrination obligations under this
Agreement, including without limitation the obligats set forth in Sections 6 and 7.

5.11Delay of Separation Payments to Specified Employe&lotwithstanding any other provision of this Agreerméf any amoun
payable to Employee under this Agreement on acoofuBtnployee’s separation from service with the @any constitutes deferred
compensation within the meaning of Code SectiorM@&d Employee is a specified employee, withinrtleaning of Code Section 409A
(a)(2)(B)(i), on the date of her separation fromviee, payment of the amount shall be delayed timdilfirst business day that is at least six
(6) months after the date on which Employee's stjoar from service occurred.

6. Non-competition .

6.1 General . Employee acknowledges that her position withGleenpany is special, unique and intellectual in abtar, and her
position in the Company places her in a positionasffidence and trust with employees and custowfetse Company. Employee further
acknowledges, recognizes, and represents recefpiffidient consideration for these restraintshie torm of the Base Salary and other
valuable consideration contained herein. The igiris and obligations contained in this Sectiahéll survive the Term of this
Agreement. Notwithstanding the above, if the Conyp@nminates, or elects not to renew this Agreemeamd subsequently terminates
Employee’s employment without the payment of seveegpayments equivalent to a total of 100% of Eiygeés annual Base Salary in
effect at the time of termination, which shall teyable in bi-weekly installments in accordance wMlith Company’s regular pay policy for a
period of the next twelve (12) months, the Emplowdenot be subject to the restrictions and obligas of this Section 6.

6.2 Non-competition . Employee agrees that during her employment vighGompany and for a period of one (1) year imnteljia
after the termination of Employee’s employment viith Company, whether such employment is pursweathis Agreement or is without
an Agreement, thereafter Employee shall not:

6.2.1 Either alone or in concert with others, wieetls director, officer, consultant, principal, éoyee, agent or otherwise, engage
in or contribute Employee’s knowledge and abilitiesny business or entity in competition with @@empany (“Competing Business”);

-7-




6.2.2 Be employed by, work for, consult with, ot eccany other capacity for, any person or entitgttis engaged in any Competing
Business if in such employment, work or capacityptoyee likely would, because of the nature of hesitoon with, or work for, the
competitor and her knowledge of the Company's Clemtiial Information, inevitably use and/or discl@sg of the Company's
Confidential Information in her work for or with slu competitor;

6.2.3 Solicit, recruit, hire, employ or attemptiioe or employ any person who is then or within pinheceding one (1) year period
was, an employee of the Company, or otherwise umgegce or seek to induce any person to terminiafbér employment with the
Company;

6.2.4 Solicit, urge, induce or seek to induce anyne Company's independent contractors, subcdotaozendors, suppliers,
customers or consultants to terminate their relatigp with, or representation of, the Company araocel, withdraw, reduce, limit or
any manner modify any such person's or entity'snless with or representation of, the Company foateter purpose or reason;

6.2.5 Take any action intended to harm the Comjparitg reputation, which the Company reasonablychates could lead to
unwanted or unfavorable publicity to the Company;

6.2.6 The restrictive time periods set forth irstBiection 6.2 shall not expire during any period/fiich Employee is in violation of
any of the restrictive covenants set forth in ®éction 6.2, and all restrictions shall automalycaé extended by the period Employee
was in violation of any such restrictions;

6.2.7 The restrictive covenants contained in tlgisti®n 6.2 prohibit Employee from engaging in derttivities directly or
indirectly, whether on her own behalf or on belwdlény other person or entity.

6.2.8 The covenants and restrictions in this Sedi@ are separate and divisible, and to the esi@pntovenant, provision or porti
of Section 6.2 is determined to be unenforceablewalid for any reason, such unenforceabilityroralidity shall not affect the
enforceability or validity of the remainder of tAgreement. Should any particular covenant, resri¢tprovision or portion of Section
6.2 be held unreasonable or unenforceable for @ayon, including, without limitation, the time petj geographical area, and/or scope
of activity covered by any restrictive covenantyysion or clause, such covenant, provision orsgeshall automatically be deemed
reformed such that the contested covenant, pravisigortion will have the closest effect permittgdapplicable law to the original
form and shall be given effect and enforced asfurmed to the extent reasonable and enforcealdlerw@applicable law.

6.3 Definition of “ Competing Business : The term “Competing Business” shall mean:

6.3.1 The retail footwear business of Collectivarts, Inc..; Brown Shoe Company, Inc.; DesignereSharehouse; Rack Room
(dba); Kohl's Corporation; Shoe Station (dba); Skaty (dba); Shoe Pavilion, Inc., Shoe Departmebgl; Finish Line, Inc.; Foot
Locker, Inc.; Dick’s Sporting Goods, Inc.; The Sggouthority, Inc.; Off Broadway Shoe Warehousej any other company which
sells footwear at retail to consumers within 25a%ibf any Company store at price points competitivdikely to be competitive, with
the Company, where the footwear sales of such attrapany constitute at least fifteen percent (16#8uch company's annual
revenues.

6.3.2 Ownership of an investment of less than 5%ngfclass of equity or debt security of a publiegld Competing Business shall
not constitute ownership or participation in viadat of the above.
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6.4Acknowledgment Regarding Restrictions Employee acknowledges and agrees that she uaddssthe restrictions in Sectior
and that they are reasonable and enforceablegim @, among other things, the Employee’s positidthin the Company, the highly
competitive nature of the Company's business, addnfidential nature of the information the Enygle has been provided. Employee
further agrees that the Company would not have wategprotection if Employee were permitted to wimnkits competitors in violation of
the terms of this Agreement since the Company wbaldnable to verify whether its Confidential Infation was being disclosed and/ or
misused, and whether Employee was involved in tdivgthe Company’s customers and/or its customedugall.

6.5 Disclosures Concerning New EmploymentEmployee agrees that she (a) will immediatelyhiniten (10) days, notify the
Company in writing of her employment, engagemerdtber affiliation with any other business or gntiring the two (2) years
immediately following the termination of Employeemployment with the Company and (b) will provideapy of Section 6 and 7 of this
Agreement to any prospective employer before aaugpimployment or other work engagement with arghssmployer.

7. Confidential or Proprietary Information

7.1 Confidentiality . As used in this Agreement, the term "Confideritiérmation” means any and all of the Companygdér
secrets, confidential and proprietary informatiow all other information and data of the Comparat th not generally known to third
persons who could derive economic value from iesarsdisclosure, including, without limitation, t@@mpany's profile of prospective or
current vendors or customers, business methodstamtture, details of the Company's contracts arsihless matters, employee
compensation, personnel information, marketingegias and plans, business plans, pricing infomnadind strategies, costs information,
and financial data, whether or not reduced to mgitor other tangible medium of expression, inclgdivork product created by Employet
rendering services to the Company. During her eympént with the Company and thereafter, Employeéneil use or disclose to others
any of the Confidential Information except as auttex in writing by the Company or in the performarof work assigned Employee by
the Company. Employee also will abide by the Comgfgapolicies protecting the Confidential Informatti&mployee's confidentiality
obligations shall continue as long as the Confidéiiformation remains confidential, and shall mapply to information which becomes
generally known to the public through no fault ofien of Employee. Employee agrees that the Compams the Confidential Informatic
and Employee has no rights, title or interest in aiithe Confidential Information. At the Compangégjuest or upon termination of
Employee's employment with the Company for anyaeaEmployee will immediately deliver to the Compaatl materials (including all
copies and electronically stored data) containimg @onfidential Information in Employee's possessimustody or control.

7.2 Trade SecretsDevelopments. All improvements, developments, concepts, andsdéDevelopments"”) relating to the
Company's business, or capable of beneficial ugadZompany, including, but not limited to, markgt confidential and trade secret
information, techniques, discoveries, slogans,giesiartwork, and writings, which the Employee masle or will make during her
employment with the Company are the sole and ekaysoperty of the Company without charge to tloenpany other than the
Employee's compensation.

7.3 Acknowledgement. Employee agrees that the restrictions set fortBdctions 7.1 and 7.2 are reasonable and necessary
protect the trade secrets, confidential informatiotellectual property rights and goodwill of tB®@mpany. The restrictions and obligations
contained in this Section 7 shall survive the tefrthis Agreement.

8. Remedies. In the event of a breach or threatened breadché¥mployee of any of the above provisions, then@any shall be
entitled to an injunction restraining Employee freacth breach, in addition to all other remediescvithe Company shall be entitled to pursue.
The Company also shall be entitled to recover fEmployee all litigation costs and attorneys' feesiired by the Company in any action or
proceeding relating to this Agreement in which @@mpany prevails, including, but not limited toyaattion or proceeding in which the
Company seeks enforcement of this Agreement orssedilef from Employee's violation of this Agreenmddothing herein shall be construed
as prohibiting the Company from pursuing any otieenedies available for such breach, threatened¢byea any breach of this Agreement.
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9.Survival of PostTermination Obligations . Employee acknowledges and agrees that her pwsiatation obligations under this
Agreement, including without limitation Employeesn-competition and confidentiality obligations &mth in Sections 6 and 7 of this
Agreement, shall survive the termination of Empgeemployment with the Company, regardless whesthen termination is voluntary or
involuntary, or is with or without Cause.

10. Notices. All notices, requests, consents, and other conications under this Agreement shall be in writimgl ®hall be deemed to
have been delivered on the date personally delivere¢he dated mailed, postage prepaid, by cattifiil, return receipt requested, or
telegraphed and confirmed, or faxed and confirnfeatjdressed to the respective parties as follows;

To Employee Kathy Yearwood
8820 Darnell School Road
Mt. Vernon, Indiana 47620

To Company Chief Executive Officer
Shoe Carnival, Inc.
7500 East Columbia Street
Evansville, Indiana 47715

Either party hereto may designate a different asilby providing written notice of such new addtesthe other party hereto.

11.Waiver . The failure or delay of the Company at any timéroes to require performance of, or to exercisg @f its powers, rights
or remedies with respect to, any term or provigibthis Agreement or any other aspect of Employeeisduct or employment shall not affect
the Company’s right to later enforce any such terrprovision.

12.Assignment. The Company shall have the right to assign tlgjgeAment. This Agreement shall inure to the beéfinay be
enforced by, and shall be binding on, any anduadtessors and assigns of the Company, includingpwi limitation, by asset assignment,
stock sale, merger, consolidation or other corgoradrganization, and shall be binding on Emplojee executors, administrators, personal
representatives and other successors in intenegildyee shall not have the right to assign thisekgnent nor any of her rights, powers, duties
or obligations hereunder.

13.Code Section 409A StandardsThis Agreement, and all other nonqualified deferwethpensation plans in which the Employee
participates, are intended to comply with the stads for nonqualified deferred compensation platatdished by Code Section 409A and its
interpretive regulations and other regulatory gonaa(the "Section 409A Standards”) to the exteptiagble, and this Agreement shall be
construed accordingly. In construing or interprgtamy vague or ambiguous provisions of this Agregntbe interpretation that will prevail is
the interpretation that will cause this Agreementemply with the Section 409A Standards. Any psavi of this Agreement, or any deferred
compensation provided under it, that would fais&disfy the Section 409A Standards shall not hayefarce or effect until it is amended to
comply with the applicable Section 409A Standavdsch amendment may be retroactive to the extemhissible under the Section 409A
Standards.

14.Entire Agreement . This Agreement cancels and supersedes all peigotiations, discussions, commitments and undeistgs
between the parties relating hereto, whether aralritten. This Agreement embodies the entire agesg and understanding between such

parties with respect to the matters covered hemdbither party shall be bound by any term or caadibther than as is expressly set forth
herein.
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15Amendment. This Agreement may be amended only by an instmimnewriting executed by the parties hereto.

16.Governing Law: Forum Selection. This Agreement shall be construed and enforcedt@ordance with and governed by the laws
of the State of Indiana, without regard to the Got¥ of law rules thereof. Any legal action refagito this Agreement shall be commenced and
maintained exclusively before any appropriate statet of record in Vanderburgh County, Indiang,ifonecessary because of a federal
guestion mandating jurisdiction in the federal ¢sis involved, the United States District Cournt fioe Southern District of Indiana, Evansville
Division, and the parties hereby submit to thesgiGtion of such courts and waive any right to e or otherwise raise questions of
personal jurisdiction or venue in any action comagehor maintained in such courts.

17.Severability . The parties intend that the provisions of thisegment shall be enforced to the fullest exteninsible under the
applicable law. Should any provision of this Agresmbe unenforceable or invalid for any reasonh suenforceability or invalidity shall not
affect the enforceability or validity of the remear of the Agreement.

IN WITNESS WHEREOF, the parties hereto have exettitess Employment and Noncompetition Agreementtos 7th day of April,

2011.

SHOE CARNIVAL, INC.: "Company" KATHY YEARWOOD: "Emloyee"
By: /s/ Mark L. Lemon /sl Kathy Yearwoo

Its: President and Chief Executive Officer DateriAp, 2011

Date: April 7, 2011
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Exhibit 21

SUBSIDIARIES OF SHOE CARNIVAL, INC.

Subsidiary State of Percentage of Ownership
Incorporation/Organization

SCLC, Inc. Delaware 100% Owned by SCHC, Inc.




Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statements on Form S-8 (Nos. 333-153833;60114 and 33317231) relating
the 2000 Stock Option and Incentive Plan of Shomi@al, Inc., the Registration Statements on For® ®los. 33-74050 and 3384047
relating to the 1993 Stock Option and IncentivenRi&Shoe Carnival, Inc., the Registration StatenoenForm S-8 (No. 380979) relating t
the Employee Stock Purchase Plan of Shoe Carrival, and the Registration Statements on Form Se.(333-82819 and 36736614
relating to the Outside Directors Stock Option Pddrshoe Carnival, Inc. and subsidiaries of ounrepdated April 14, 2011, relating to
consolidated financial statements and financigkstant schedule of Shoe Carnival, Inc., and thectffeness of Shoe Carnival Ireinterns
control over financial reporting, appearing in tAisnual Report on Form 10-K of Shoe Carnival, lioc.the year ended January 29, 2011.

/s/ Deloitte & Touche LLP
Indianapolis, Indiana

April 14, 2011




Exhibit 31.1

SHOE CARNIVAL, INC.
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Mark L. Lemond, certify that:

1.

2.

| have reviewed this annual report on Form 10-Sbée Carnival, Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitaie a material fact necessar
make the statements made, in light of the circuntets. under which such statements were made, nigauisg with respect to the per
covered by this report;

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repogtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andéav

(&) Designed such disclosure controls and procedumesawsed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidiatneg to the registrant, including its consolidht®ibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegah

(b) Designed such internal control over financial réipg; or caused such internal control over finahaaorting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting anltle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimaport our conclusions ab
the effectiveness of the disclosure controls amutguiures, as of the end of the period covered lsyrdport based on su
evaluation; and

(d) Disclosed in this report any change in the regmisanternal control over financial reporting tlwadcurred during the registrai
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repow} tras materially affected, or
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

The registrant's other certifying officer and | baglisclosed, based on our most recent evaluatiomtefnal control over financi
reporting, to the registrant's auditors and theitacmimmittee of registrant's board of directors farsons performing the equival
functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refieincial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: April 14, 201 By: /s/ Mark L. Lemon

Mark L. Lemonc
President ar
Chief Executive Office




Exhibit 31.2

SHOE CARNIVAL, INC.
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

[, W. Kerry Jackson, certify that:

1.

2.

| have reviewed this annual report on Form 10-Sbée Carnival, Inc.;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitaie a material fact necessar
make the statements made, in light of the circuntets. under which such statements were made, nigauisg with respect to the per
covered by this report;

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repogtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andéav

(&) Designed such disclosure controls and procedumesawsed such disclosure controls and procedurds tdesigned under ¢
supervision, to ensure that material informatidiatneg to the registrant, including its consolidht®ibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegah

(b) Designed such internal control over financial réipg; or caused such internal control over finahaaorting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting anltle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimaport our conclusions ab
the effectiveness of the disclosure controls amutguiures, as of the end of the period covered lsyrdport based on su
evaluation; and

(d) Disclosed in this report any change in the regmisanternal control over financial reporting tlwadcurred during the registrai
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repow} tras materially affected, or
reasonably likely to materially affect, the regastt's internal control over financial reportingdan

The registrant's other certifying officer and | baglisclosed, based on our most recent evaluatiomtefnal control over financi
reporting, to the registrant's auditors and theitacmimmittee of registrant's board of directors farsons performing the equival
functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refieincial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: April 14, 201 By: /s/ W. Kerry Jacksc

W. Kerry Jacksao
Executive Vice President a
Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C.
SECTION 1350,
AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Shoe Caahiync. (the "Company") on Form <or the period ending January 29, 2011 as
with the Securities and Exchange Commission ordtte hereof (the "Report"), I, Mark L. Lemond, Rdeat and Chief Executive Officer
the Company, certify, pursuant to 18 U.S.C. Secli®8b0, as adopted pursuant to Section 906 of tHea8as-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Company.

Date: April 14, 201 By: /s/ Mark L. Lemon
Mark L. Lemont

President ar
Chief Executive Office




Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C.
SECTION 1350,
AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Shoe Caahiync. (the "Company") on Form <or the period ending January 29, 2011 as
with the Securities and Exchange Commission ondtdte hereof (the "Report"), | W. Kerry Jackson, &re&ve Vice President and Ch
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuaBéttion 906 of the Sarban€sdey Act o

2002, that:

1. The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results of operations of
Company.

Date: April 14, 201 By: /s/ W. Kerry Jacksc
W. Kerry Jacksao

Executive Vice President a
Chief Financial Office




