UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

(Mark One)
X Annual report pursuant to Section 13 or 15(d) of tle Securities Exchange Act of 193
For the fiscal year ended: January 28, 2012

or

X Transition report pursuant to Section 13 or 15(d) éthe Securities Exchange Act of 193
For the transition period from to

Commission File Numbe 0-21360

Shoe Carnival, Inc.

(Exact name of registrant as specified in its cegr

Indiana 35-1736614
(State or other jurisdiction cincorporation or organization (IRS Employer Identification Numbe
7500 East Columbia StreeEvansville, IN 47715
(Address of principal executive office (Zip code)

(812) 86'-6471
(Registran's telephone number, including area co

Securities registered pursuant to Section 12(hefAct:

Common Stock, $.01 par valut The NASDAQ Stock Market LLC
(Title of Each Class (Name of Each Exchange on Which Registe

Securities registered pursuant to Section 12(ghefAct: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c06#turities Act.
oYes xNo

Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Exchange Act.
oYes xNo

Indicate by check mark whether the registrant @9 filed all reports required to be filed by Seetk8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssitbrter period that the registrant was requirefilécsuch reports), and (2) has been su
to such filing requirements for the past 90 days.

xYes oNo

Indicate by check mark whether the registrant hemnitted electronically and posted on its corpok&feb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedi@grionths (c
for such shorter period that the registrant wasired to submit and post such files).

xYes oNo

Indicate by check mark if disclosure of delinquéitdgrs pursuant to Item 405 of RegulationKSis not contained herein, and will not
contained, to the best of registranknowledge, in definitive proxy or information t&ments incorporated by reference in Part Il @ #orm
10-K or any amendment to this Form 10¢K.

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-accelerated filer or a smaller report
company. See definition of “large acceleratedfjléaccelerated filer” and “smaller reporting comy” in Rule 12b-2 of the Exchange Act.
o Large accelerated fil¢ x Accelerated file o Nor-accelerated file 0 Smaller reporting compar

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExge Act).
oYes xNo



The aggregate market value of the voting stock bgldonaffiliates of the registrant based on the last pailee for such stock at July 30, 2(
(the last business day of the registrantiost recently completed second fiscal quartes agproximately $291,495,430 (assuming solel
the purposes of this calculation that all Directansl executive officers of the registrant are fiiiies”).

Number of Shares of Common Stock, $.01 par valutstanding at April 9, 2012 was 13,618,069.

DOCUMENTS INCORPORATED BY REFERENCE
Certain information contained in the Definitive RydStatement for the Annual Meeting of Shareholaéithe Registrant to be held on June
2012 is incorporated by reference into PART Illdwdr




TABLE OF CONTENTS

PART |

Item 1. Business 2
Item 1A. Risk Factors 9
Item 1B. Unresolved Staff Commen 14
Item 2. Properties 14
Item 3. Legal Proceeding 15
Item 4. Mine Safety Disclosure 15
PART Il

Item 5. Market for the Registra’s Common Equity, Related Stockholder Matters asddsPurchases of Equity Securit 15
Item 6. Selected Financial Da 17
Item 7. Managemer's Discussion and Analysis of Financial Condition &esults of Operatior 18
Item 7A. Quantitative and Qualitative Disclosures About MarRisk 26
Item 8. Financial Statements and Supplementary | 26
Item 9. Changes in and Disagreements with Accountants @modaing and Financial Disclosu 48
Item 9A. Controls and Procedur: 48
Item 9B. Other Informatior 51
PART 1l

Item 10. Directors, Executive Officers and Corporate Goveoe 51
Item 11. Executive Compensatic 51
Item 12. Security Ownership of Certain Beneficial Owners dahagement and Related Stockholder Mar 51
Item 13. Certain Relationships and Related Transactionsarggttor Independenc 51
Item 14. Principal Accountant Fees and Servi 51
PART IV

Item 15. Exhibits and Financial Statement Sched! 52




Table of Content

Shoe Carnival, Inc.
Evansville, Indiana

Annual Report to Securities and Exchange Commission
January 28, 2012

PART |
Cautionary Statement Regarding Forward-Looking Information

This annual report contains forwalabking statements, within the meaning of the Rev@ecurities Litigation Reform Act of 1995, thavélve
a number of risks and uncertainties. A numberagtdrs could cause our actual results, performaac@evements or industry results tc
materially different from any future results, perfance or achievements expressed or implied byetfasvardiooking 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 unemploymees; changes in the overall retail environmewt more specifically in the apparel
footwear retail sectors; our ability to generateréased sales at our stores; the potential imgawttmnal and international security concern
the retail environment; changes in our relationshigth key suppliers; the impact of competition griting; changes in weather patte
consumer buying trends and our ability to identifyd respond to emerging fashion trends; the impaclisruptions in our distribution
information technology operations; the effectivene$ our inventory management; the impact of harés or other natural disasters on
stores, as well as on consumer confidence and asirtdy in general; risks associated with the sediprad the retail industry; our ability -
successfully execute our growth strategy, includimgavailability of desirable store locations eteptable lease terms, our ability to open
stores in a timely and profitable manner, including entry into major new markets, and the avdilgbof sufficient funds to implement o
growth plans; higher than anticipated costs aststiavith the closing of underperforming stores; ability to successfully grow our e-
commerce business; the inability of manufacturerddliver products in a timely manner; change@political and economic environment
China, Brazil, Europe and East Asia, where the aryjmmanufacturers of footwear are located; the ohpéregulatory changes in the Uni
States and the countries where our manufacturerteated; and the continued favorable trade melatbetween the United States and C
and the other countries which are the major manurfacs of footwear. See ITEM 1A. RISK FACTORStloik report.

ITEM 1. BUSINESS

Shoe Carnival, Inc. is one of the natisrargest family footwear retailers, providing tbenvenience of shopping at any of our 327
locations or online. We offer customers a broasbeament of moderately priced dress, casual anktatifootwear for men, women a
children with emphasis on national and regional @@rands. We differentiate our retail concept frour competitorsby our distinctive
highly promotional marketing efforts. On averagar stores are 10,800 square feet, generate appatedy $2.4 million in annual sales ¢
carry inventory of approximately 28,500 pairs obsh per location. As of January 28, 2012, we dpdrstores in 32 states and offered ol
shopping at www.shoecarnival.com.

”ou ”

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 onrfp10-K refer to Shoe Carnival, Inc. and its sulzsids.

us,

Key Competitive Strengths

We believe our financial success is due to a nurob&ey competitive strengths that have allowedaumake Shoe Carnival a destinatiol
choice for today’s retail consumer.
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Distinctive shopping experience

Our stores combine competitive pricing with a hjghtomotional, instore marketing effort that encourages customeicgzation and creates
fun and exciting shopping experience. We promadtégh-energy retail environment by decorating with exgjtgraphics and bold colors, ¢
by featuring a stage and barker as the focal poietach store. With a microphone, this barker;noic-person”,announces current speci
organizes contests and games, and assists andexiagatomers with the features and location othwerdise. Our mic-person offers limited-
duration promotions throughout the day, encouragingtomers to take immediate advantage of our vptieng. We believe this higk
promotional atmosphere results in various competitidvantages, including increased multiple uniéssathe building of a loyal, repe
customer base; the creation of word-of-mouth adsiag; and enhanced sell-through ofseason goods. The same excitement and spon
is reflected in our @ommerce site through special promotions and luniime sales, along with relevant fashion storesgtdred on our hor

page.
Broad merchandise assortment

Our objective is to be the destination retaileichbice for a wide range of consumers seeking maelgrariced, current season name branc
private label footwear. Our product assortmenluides dress and casual shoes, sandals, boots it @ssortment of athletic shoes for
entire family. Our average store carries approitya28,500 pairs of shoes in four general categor men’s, women's, children’an
athletics. In addition to footwear, our storesrgaelected accessory items complementary to tleecddootwear. We emphasize name b
merchandise to customers with creative signage langrominently displaying selected brands on engscdocal walls and within tl
aisles. These displays may highlight a produaraify of a single vendor, highlight sales promagioadvertise promotional pricing to mee
beat competitorssale prices or may make a seasonal or lifestyteraent by highlighting similar footwear from mulgpvendors. These vist
merchandising techniques make it easier for custenoeshop and focus attention on key name brafds.ecommerce site offers custom
an opportunity to choose from a large selectioprofiucts in all categories with a depth of sized eslors that may not be available in som
our smaller stores, and introduces our concepbtsumers that are new to Shoe Carnival. By offednline exclusives to test new brands
styles, we anticipate our e-commerce site will hedpn the future to merchandise our stores orstooer-centric basis.

Value pricing for our customers

Our marketing effort targets moderate income, valmescious consumers seeking name brand footweatlfage groups. We believe that
offering a wide selection of popular styles of naonand merchandise at competitive prices, we gémdnm@ad customer appeal. Additione
the time conscious customer appreciates the coaweaiof one stop shopping for the entire familyetlier it is at one of our more than :
locations or online at shoecarnival.com. We alsbelge our highly promotional shopping environmenntributes to a reputation of va
pricing.

Efficient store level cost structure

Our cost efficient store operations and real esstittegy enable us to price products competitivélie achieve low labor costs by hou:
merchandise directly on the selling floor in an mock format, allowing customers to serve thewesglif they choose. This reduces
staffing required to assist customers and reduiee fevel labor costs as a percentage of sales.pkéfer to locate stores predominantl
open-air shopping centers in order to take advantédpwer occupancy costs and maximize our exgoguwalue oriented shoppers.

Heavy reliance on information technology

We have invested significant resources in infororatechnology. Our proprietary inventory managenaen advanced point-of-sale (“PQS”
systems provide corporate management, buyers angl sianagers with the timely information necessargnonitor and control all phases
operations. The POS provides, in addition to ofbatures, full price management (including prisekiup), promotion tracking capabilities
support of the spontaneous nature of the in-stace promotions), redime sales and gross margin analysis by produegoay at the sto
level and customer tracking. Using the POS, staa@agers are able to monitor sales and gross pnafigins on a redlme basis througho
the day. Reacting to sales trends, our pgople use POS reports to choose from among a nmuofilgoduct promotions supplied by
centralized merchandising staff.
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Our centralized network connects our corporateceffo our distribution center and retail storesaviaide area network, providing up-tiate
sales and inventory information as required. Catadvarehouse enables our merchandising staffalyzesales, margin and inventory le'
by location, by day, down to the size of shoe.ngghis information, our merchandise managers meggtlarly with vendors to compare tt
product sales, gross margins and return on invegntwestment against previously stated objectivd& believe timely access to key busit
data has enabled us in the past to drive annugbatable store sales increases, manage our markaitvity and improve inventory turnover.

Growth Strategy

Our goal is to continue to grow our net sales aahiags by opening additional stores throughout Winited States and Puerto Rico

growing our eeommerce business. On January 28, 2012, we ofde3aie stores located across 32 states. Our stwe¥aged approximate
10,800 square feet, ranging in size from 6,4006866@0 square feet. Our current store prototyfdeesi between 8,000 and 12,000 square
depending upon, among other factors, the locatfahe store and the population base we expectttre $0 service. Our stores are typic
located in open-air shopping centers. The sales@rmost stores is approximately 85% of the getgee size.

Historical Store Count

Fiscal Years 2011 201C 200¢ 200¢ 2007
Stores open at the beginning of the y 314 311 304 291 271
New store opening 17 10 16 24 25
Store closings 4 7 9 11 5
Stores open at the end of the y 327 314 311 304 291
Stores relocate 9 3 1 4 2
Percentage of store base remodi 8% 4% 1% 1% 1%

Expanding our store base both in number of stores, aswell as geographic footprint

Increasing market penetration by opening new stsreskey component of our growth strategy. Weelbel our strong unleveraged finan
position provides a solid platform for additionabgth. For fiscal 2012, we expect to open appratety 30 new stores and close five. C
one-third of our fiscal 2012 new stores will bedted in two new major markets Ballas, Texas and Puerto Rico. The majority of
remaining new store locations will serve to filléertain undepenetrated markets with additional stores, themebreasing the performance
the overall market, as well as represent entrymet@ smaller markets that we can fully penetraté wne or two stores.

Critical to the success of opening new storesrigelamarkets or geographic areas is our abilityltister 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 seekimgtions in reasonably close proximity to otheiseng markets. This strategy creates
efficiencies by enabling us to leverage store egpemvith respect to advertising, distribution arahagement costs. We believe the advan
of clustering stores in existing markets will Idadcost efficiencies and overall incremental sglaisis that should more than offset any ad\
effect on sales of existing stores.

We lease all store locations, as we believe theibildy afforded by leasing allows us to avoid tieherent risks of owning real est:
particularly with respect to undgerforming stores. Before entering a new marketperform a market, demographic and competitiomyaiz
to evaluate the suitability of the potential markBbtential store site selection criteria includeong other factors, market demograp
traffic counts, the tenant mix of a potential o@@nshopping center, visibility within the centerdafrom major thoroughfares, overall re
activity of the area and proposed lease terms. tithe required to open a store after signing adedepends primarily upon the prop:
owner’s ability to deliver the premises. After we acctm premises from the property owner in turnkegdition, we can generally opel
store within 60 days.
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E-commerce

We launched our e-commerce site during the thirartgu of fiscal 2011. We believe it represents dditeonal longterm growth vehicle fc
Shoe Carnival and provides us with an opporturdtgdquire national brand exposure by introducingeS@arnival to new customers and |
markets.

Merchandising and Pricing

Our merchandising strategy is designed to providarge selection of moderately priced footwear tfug entire family. Our stores carry
average of approximately 28,500 pairs of shoesifeeg a broad assortment of curresgtason name brand footwear, supplemented withtg
label merchandise. Our stores also carry compléangaccessories such as handbags, shoe caredtehsocks. The mix of merchandise
the brands offered in a particular store reflee tlemographics of each market, among other factondine, we offer a large selection
product in all categories with a depth of sizes emldrs that may not be available in some of oualfen stores.

Our pricing strategy emphasizes value. By comlgirdarrent season name brand product with promdtiprieing, we feel that we create
better value for customers. Initial pricing degis are guided by gross profit margin targets, Wwhiary by merchandise category and de|
on whether the item is name brand or private latezrichandise. Our buying staff centrally managedkduavns.

The table below sets forth our percentage of dalgzroduct category:

Fiscal Years 2011 201C 200¢ 200¢ 2007
Womer's 26% 26% 26% 26% 27%
Men's 16 16 15 15 15
Childrer's® 17 17 17 17 17
Athletics @ 37 37 38 38 37
Accessories and miscellaneous ite 4 4 4 4 4
10C% 10C% 10C% 10C% 10(%

(1) Childrer’s includes childre’s athletic shoe:
(2) Includes me’s and wome's sizes only

Women'’s, men’s and children’s nathletic footwear categories are further dividetb idress, casual, sport, sandals and boots. V¢sify
athletic shoes by functionality, such as runningsketball or fithess shoes. For the fiscal yeaesgnted, athletic styles, including children’
sizes, have represented approximately half of ootvwear sales.

Building Brand Awareness

Our goal is to communicate a consistent brand imegyess all aspects of our operations. We utdizelend of advertising mediums
marketing methods to communicate who we are angdhees we offer. Special emphasis is made toligighbrands as well as specific sty
of product, and visual graphics are used extensiirelour stores to emphasize the lifestyle aspédhe styles we carry. For fiscal 20
approximately 45% of our total advertising budgeswdirected to television, radio and digital medtaint media (including inserts, direct n
and newspaper advertising) and outdoor advertigaogunted for the balance. Easter, backetoool and the Christmas holiday season ai
three key seasonal selling periods, during whichadeertise the most heavily. We make a speciaktefb utilize the cooperative advertis
dollars and collateral offered by vendors when@assible.

In-store promotions are also a key element in our etendg. By utilizing both planned and impromptu tesis and games, store mana
create an environment that encourages customardtiten with store personnel. For example, a gustois enticed to purchase additic
merchandise by winning an on-tBpet discount. Online, we create a similar shopgrperience by offering special promotions andtéd
time sales. Promotions of this type exemplify emphasis on fun and excitement in order to enhaanceustomerstotal shopping experienc
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We strive to make each store opening a major retaght. Major promotions during grand openings pedk selling periods feature cont
and prize giveaways. We believe our grand openirag to establish the higinergy, promotional atmosphere that develops d,logpea
customer base and generates word-of-mouth advertisi

Distribution

We operate a single 410,000 square foot distributienter located in Evansville, Indiana. Our fagiis leased from a third party and
support the processing and distribution needsroirdmum of 460 stores to facilitate future growtie have the right to expand the facility
200,000 square feet, which would provide us prangssapacity to support approximately 650 stores.

Our distribution center is equipped with statetod-airt processing and product movement equipment. fatiéty utilizes cross docking/stc
replenishment and redistribution methods to fiiretproduct requirements. These methods may ieatadint verification, price and bar c
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 irdlinal stores. Throughout packing, allocating, stp&nd shipping, our distribution proces
essentially paperless. Merchandise is typicallpd to each store location once per week. Wieait third party fulfillment agent located
southwestern Ohio to provide comprehensive fulfith services for our eemmerce site. They are supplied with merchantlise oul
distribution center on a weekly basis. A dedicatadier, with occasional use of common carrieemdies the majority of shipments to
stores and our fulfilment agent.

Buying Operations

Maintaining fresh, fashionable merchandise isaaltio our success. Our buyers stay in touch @itiiving trends by shopping fashideading
markets, attending national trade shows, gatheviemdor input and monitoring the current styles shaw leading fashion and lifesty
magazines. Management of the purchasing funct®nthie responsibility of our Executive Vice Presiden General Merchandi
Manager. Management encourages store operatiosenmel to provide input to our merchandising staffarding market specific fash
trends.

We purchase merchandise from over 170 footwear arandn fiscal 2011, two suppliers, Nike USA, Irand Skechers USA, Inc., ei
accounted for over 10% of our net sales and togetbeounted for over 35% of our net sales. A lofsany of our key suppliers in cert
product categories could have a material advefeetain our business. As is common in the indysty do not have any lontgrm contract
with suppliers.

Competition

The retail footwear business is highly competitiv¥e believe the principal competitive factors irr industry are merchandise selection, p
fashion, quality, location, shopping environment aervice. We compete with department stores, shares, sporting goods stores, or
retailers and mass merchandisers. Our specificpetitars vary from market to market. We competehwinost department stores
traditional shoe stores by offering lower pric&8e compete with offsrice retailers, mass merchandisers and discoargssby offering a wid
and deeper selection of merchandise.

Many of our competitors are significantly largedarave substantially greater resources. Howevemhaelieve that our distinctive retail forn
in combination with our wide merchandise selectmympetitive prices and low operating costs, erabteto compete effectively.
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Store Operations

Management of store operations is the responsilwfiour Executive Vice Presidenttore Operations, who is assisted by divisionalagears
regional managers and the individual store geneealagers. Generally, each store has a generalgeraaad up to three assistant mana
depending on sales volume. Store operations peetomake certain merchandising decisions necessanaximize sales and profits prima
through merchandise placement, signage and timesrance of slower selling items. Administrativedtions are centralized at the corpc
headquarters. These functions include accountjmgchasing, store maintenance, information systeamvertising, human resourc
distribution and pricing. Management oversightdezommerce is also located at our corporate heatkys.

Employees

At January 28, 2012, we had approximately 4,500leyees, of which approximately 2,700 were emplogada partime basis. The numt
of employees fluctuates during the year primarilg do seasonality. None of our employees are septed by 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 aifé insurance coverage for those emplo
who are eligible to participate in Compaspensored plans. Additionally, we sponsor a 40t€kiyement plan that is open to all employ
who have met the minimum age and work hour requerégm All employees are eligible to receive distswon purchases from our stores.
consider our relationship with our employees teatsfactory.

Seasonality

Our quarterly results of operations have fluctuattl are expected to continue to fluctuate infthere, primarily as a result of seasc
variances and the timing of sales and costs agsdcisith opening new stores. Naapital expenditures, such as advertising and iz
incurred prior to the opening of a new store ar@rgld to expense as incurred. Therefore, ourtsestibperations 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 Carni¥and associated trade dress and related logo:
Carnival®, Donna Lawrenc® , Oak Meadow? , Victoria Spense?, Via Nova®, Innocence®, Y-NOT?®, UNR8SED®, Solanz®, and 9:
Octane® . We believe these marks are valuable and, accoidimgd intend to maintain the marks and the relatgystrations. We are r
aware of any pending claims of infringement or ottteallenges to our right to use these marks.

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 near future.

Available Information

We make available free of charge through the lmreRelations portion of our website at www.shoeaircom 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 SecuritiestExge Act of 1934, as amended, as soon as redg@natticable after we electronically 1
such material with, or furnish it to, the Secusti@nd Exchange Commission. We have included obsiteeaddress throughout this filing
textual references only. The information containadur website is not incorporated into this FAORK.
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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.

Executive Officers

Name Age Position

J. Wayne Weave 77 Chairman of the Board and Direci

Mark L. Lemond 57 President, Chief Executive Officer and Direc

Timothy T. Bakel 55 Executive Vice Presidel- Store Operation

W. Kerry Jacksol 50 Executive Vice Presidel- Chief Financial Officer and Treasui
Clifton E. Sifford 58 Executive Vice Presidel- General Merchandise Manag
Kathy A. Yearwooc 45 Senior Vice Presidel- Controller and Chief Accounting Offic

Mr. Weaveris Shoe Carniva$ largest shareholder and has served as Chairméire doard since March 1988. From 1978 until Fabr2
1993, Mr. Weaver had served as president and eRiedutive officer of Nine West Group, Inc., a desig developer and marketer of wormren’
footwear. He has over 40 years of experiencearfdbtwear industry. Mr. Weaver is a former diogatf Nine West Group, Inc. Mr. Wea
served as chairman and chief executive officemokdonville Jaguars, LTD until January 2012. He isember of LC Footwear, LLC.

Mr. Lemondhas been employed as President and Chief ExedOfifiger since September 1996. From March 1988dpt&mber 1996, V
Lemond served as Executive Vice President, Chigdrdial Officer, Treasurer and Assistant Secret@wy.February 3, 1994, Mr. Lemond \
promoted to the position of Chief Operating Officédr. Lemond has served as a Director since Ma838. Prior to March 1988, he serve
similar officer capacities with Russell’'s Shoe Bizg. Prior to joining Russe#f’ Shoe Biz, Inc. in 1987, Mr. Lemond was a parmighn a public
accounting firm. He is a Certified Public Accoumta

Mr. Bakerhas been employed as Executive Vice Presid&tore Operations since June 2001. From March 189%ne 2001, Mr. Bak
served as Senior Vice President - Store Operatibnsm May 1992 to March 1994, Mr. Baker served \ése President -Store
Operations. Prior to that time, he served as drmipregional managers. From 1983 to June 1989 Bdker held various retail managen
positions with Payless ShoeSource.

Mr. Jacksonhas been employed as Executive Vice Presidé&ttief Financial Officer and Treasurer since Aug2@d4. From June 2001
August 2004, Mr. Jackson served as Senior Viceides—Chief Financial Officer and Treasurer. From Sefterml996 to June 2001, |
Jackson served as Vice Presider€thief Financial Officer and Treasurer. From Japue93 to September 1996, Mr. Jackson served a&
President Controller and Chief Accounting Officer. Prior anuary 1993, Mr. Jackson held various accountogitipns with us. Prior
joining us in 1988, Mr. Jackson was associated wipublic accounting firm. He is a Certified Pebdiccountant

Mr. Sifford has been employed as Executive Vice Presidéneral Merchandise Manager since June 2001. Porih 13, 1997 to Jur
2001, Mr. Sifford served as Senior Vice Preside@eneral Merchandise Manager. Prior to joining Ms, Sifford served as merchanc
manager-shoes for Belk Store Services, Inc.

Ms. Yearwoochas served as Senior Vice Presidefontroller since March 2011, principal accountirficer since March 2010 and Ch
Accounting Officer since June 2010. From March2@@rough February 2011, Ms. Yearwood served as Yiesident Controller and pric
to that served as corporate Controller since jginia in December 2002. Before joining us, Ms. Merxd served in various financial positi
in the radio, newspaper and public accounting itrtess She is a Certified Public Accountant.

Our executive officers serve at the discretion hif Board of Directors. There is no family relaship between any of our Directors
executive officers.
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(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 2012 Annual Meeting of Shareholders.)

ITEM 1A. RISKF ACTORS

Carefully consider the following risk factors aritiaher information contained in this annual repgoefore making an investment decision \
respect to our common stock. Investing in our camrstock involves a high degree of risk. If anytlod following risks actually occur, \
may not be able to conduct our business as cuyrptehned and our financial condition and operatiesults could be seriously harmed.
PART | “Cautionary Statement Regarding Forward-Liaoghnformation” at the beginning of this Annual itet on Form 10-K.

Economic conditions and unemployment rates may adversely affect consumer spending and may significantly harm our business. The
success of our business depends to a significaehiexpon the level of consumer spending. A nundiefactors may affect the level
consumer spending on merchandise that we offdydimg, among other things:

e general economic, industry and weather conditi

e unemployment trends and salaries and wage 1

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

e consumer credit availability

e real estate values and foreclosure re

e consumer confidence in future economic conditic

e interest rates

e tax rates and policies; al

e war, terrorism, other hostilities and security coms.

The merchandise we sell generally consists of eigmrary items. Adverse economic conditions andnyployment rates, and any rele
decrease in consumer confidence and spending nsait ia reduced consumer demand for discretiontamns. Any decrease in consul
demand could reduce traffic in our stores, limé firices we can charge for our products and fosde take inventory markdowns, which cc
have a material adverse effect on our businessltsesf operations and financial condition. Redldemand may also require increased se
and promotional expenses. Reduced demand andchéstecompetition could increase the need to cloderperforming 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 higl
competitive with few barriers to entry. We compptémarily with department stores, shoe storesytspp goods stores, online retailers
mass merchandisers. Many of our competitors ayeifgiantly larger and have substantially greateafficial and other resources than
do. Economic pressures on or bankruptcies of oampetition could result in increased pricing pressu This competition could advers
affect our results of operations and financial ¢ood 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 fashiondasbdf our customers and provide merchandise thefiea consumer demand. Our failur
anticipate, identify or react appropriately to cges in consumer fashion preferences may resutivirerl sales, higher markdowns to rec
excess inventories and lower gross profits. Caoselgr if we fail to anticipate or react to consurdemand for our products, we may experit
inventory shortages, which would result in lostesaland could negatively impact our customer goddwilir brand image and c
profitability. Moreover, our business relies omtinuous changes in fashion preferences. Stagnatinsumer preferences could also resi
lower sales and would require us to take highekdwwns to reduce excess inventories.
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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 resuktding:

e competition;

e timing of holidays including sales tax holida:

e general regional and national economic conditi

e inclement weathel

e consumer trends, such as less disposable incomi® dine impact of higher prices on consumer go

e fashion trends

e changes in our merchandise

e our ability to efficiently distribute merchandis

e timing and type of, and customer response to, galests, promotional activities or other advergs

e the effectiveness of our inventory managem

e new merchandise introductions; &

e our ability to execute our business strategy eiffety.
Our comparable store sales results have fluctuategtie past, and we believe such fluctuations matioue. The unpredictability of ¢
comparable store sales may cause our revenue suitsref operations to vary from quarter to quardd an unanticipated decline in revel
or operating income may cause our stock priceuctdilate 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 purcfest@onable, name brand and other merchandisenapetitive prices from our suppliers.

fiscal 2011, two branded suppliers, Nike USA, laod Skechers USA, Inc., collectively accounteddieer 35% of our net sales. Name bi
suppliers also provide us with cooperative adviegiand visual merchandising funds. A loss of afyur key suppliers in certain prod
categories or our inability to obtain name branaititer 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 supgplie
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 foetw product we sell is manufactured overseas, diveduthe merchandise we import directly f
overseas manufacturers and agents and the mershamdipurchase from domestic vendors. The prifwotyvear manufacturers are loce
in China, Brazil, Europe and East Asia. A disraptin the flow of imported merchandise or an inseein the cost of those goods may deci

our sales and profits. In addition, we do not omindbur vendors or their labor and business prasticThe violation of labor or other laws
one of our vendors could have an adverse effecuofusiness.
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If imported merchandise becomes more expensivenavailable, the transition to alternative sourcesy mot occur in time to meet ¢
demands. Products from alternative sources maf lesser quality and more expensive than thoseumently import. Other risks associe
with our use of imported goods include:

e disruptions in the flow of imported goods becausdactors such as electricity or raw material shgets, work stoppages, strik
political unrest and natural disaste

e problems with oceanic shipping, including shippaomtainer shortages and pira
e economic crises and international dispu
e currency exchange rate fluctuatio

e increases in the cost of purchasing or shippingifmr merchandise resulting from the failure to rteimnormal trade relations w
source countries

e import duties, import quotas and other trade sanst
e increases in shipping rates imposed by the -Pacific shipping cartel; ar

e the impact of regulatory changes in the UnitedeStaind the countries where our manufacturers aageld, including but not limited
requirements relating to shipping security, prodiafety and testing and environmental requirem

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 ounthrgtrategy. We may not be able to open all efrthy
stores contemplated by our growth strategy anahéestores that we open may not be as profitabéxiating stores.

The complexity of our operations and managemermtoresibilities 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 Iba addition, as we open r
stores, we may be unable to hire a sufficient nurobqualified store personnel or successfully gnége the new stores into our business.

The success of our growth strategy will depend awimber 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 renewalfwamable terms
e the acceptance of the Shoe Carnival concept inmavkets;

e our ability to provide adequate distribution to gag growth;

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

e particularly in new markets, our ability to operseafficient number of new stores to provide theicait mass needed for effici
advertising and effective name recogniti

e the availability of financing for capital expendi&s and working capital requiremer
e our ability to improve costs and timing associatéth opening new stores; al

e the impact of new stores on sales or profitabaitgxisting stores in the same marl

11
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Due to the risks involved, we may be unable to apam stores at the rates expected. If we failtzassfully implement our growth strateg
could have a material adverse effect on our busjrfggncial condition or results of operations.

Various risks associated with our e-commerce business may adversely affect our business and results of operations. We launched our e-
commerce business during the third quarter of 20KEling shoes and related accessories through website &
www.shoecarnival.com. Although ourcemmerce operations are not at this time matemiaklation to our total sales, we anticipate tia
percentage of our sales through owoeamerce site will grow and thus the risks assediatith these operations could have an impact @
overall operations. Our @@mmerce operations are subject to numerous riskkjding unanticipated operating problems, rele@amn thirc
party computer hardware and software providers and third party fulfilment agent, and the need itwest in additional comput
systems. Our eemmerce operations also involve other risks tlalcchave an impact on our results of operatioghiding hiring, retainin
and training personnel to conduct ouca@nmerce operations, diversion of sales from owoirest our ability to manage any upgrades or
technological changes, exposure to potential ligbibr online content, risks related to the fadunf the computer systems that operate our e
commerce site and its related support systemsydingg computer viruses, telecommunication failuagsl electronic breais and simile
disruptions, and security risks related to our tetedc processing and transmission of confidentiadtomer information. There can be
assurance that our e-commerce operations will gefgeowing sales and profitability.

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 Evamsyindiana. Virtually all merchandise received dayr stores and our third party fulfillme
agent for our esommerce orders is and will be shipped through distribution center. Our corporate computer nekwisressential to o
distribution process. If our distribution centsrshut down for any reason, such as a naturaltdisgwer outage or terrorist attack, or if
information technology systems do not operate é&ffely, or if we are the target of attacks or bitees; we could incur significantly higher cc
and longer lead times associated with distributiog products to our stores. Our insurance onlyec®wosts relating to specified, limi
matters such as a shutdown due to fire and wingistobut does not cover other events such as astamfterrorist attacks or cyber secu
incidents. Even in the event of a shutdown duedeered matters, we cannot assure you that ouransea will be sufficient, or that t
insurance proceeds will be paid to us in a timaghfon. Shutdowns or information technology disnns could have an adverse effect on
operating and financial performance.

In addition, our stores and ourcemmerce site process debit and credit card tréinsac We believe we have established appropcaterols
to protect our customergiersonal confidential information gathered whenehiddor credit card is utilized. However, in theeat that suc
confidential information is misused or obtainedanyunauthorized third partwe could be subject to negative publicity and cdddexposed
the risk of litigation that could harm our business well as have a material adverse effect orfimamncial condition or results 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 agpiens or obtain sufficient borrowings under ouisérg credit agreement to finance
growth strategy and meet our other liquidity neeldsfiscal 2012, capital expenditures are expedtedange from $22 million to $.
million. Our actual costs may be greater thancimdied. We also require working capital to supfrorentory for our existing stores. Fail
to generate or raise sufficient funds may requir¢ounodify, delay or abandon some of our futu@agh or expenditure plans. In addition,
results could be adversely affected if we borrondiand interest rates materially increase froreprelevels.

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 thanoedtservice of our executive management teanpaferes by executive officers could h
a negative impact on our business, as we may nableeto find suitable management personnel tcapeptieparting executives on a tin
basis. Furthermore, our strategy requires us tdiruge to train, motivate and manage our employe®s to attract, motivate and rel
additional qualified managerial and merchandisiagspnnel. Competition for these types of persoimigitense, and we cannot assure yot
we will be successful in attracting, assimilatimglaetaining the personnel required to grow andatpeour business profitably.
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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 evaluaténternal 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] arpect 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 financigboging is not effective, it could result in lostviestor confidence in the accuracy, reliability
completeness of our financial reports. Any suctnés could have a material adverse effect on @ekgtrice.

Our guarterly operating results will fluctuate due to seasonality and other factors. Our quarterly results of operations have fluatdan th
past and can be expected to continue to fluctwetieei future. Our quarterly results of operatiares affected by a variety of factors, including:

e fashion trends

e calendar shifts of holiday or seasonal perit

e the effectiveness of our inventory managem

e weather conditions

e timing of opening of new store

e changes in general economic conditions and consspgrding patterns; ai

e actions of competitors or -tenants
We have three distinct peak selling periods: Eab@erk-toschool and Christmas. To prepare for our peak@hgppseasons, we must order
keep in stock significantly more merchandise thawuould carry during other parts of the year. Amanticipated decrease in demand fol
products during these peak shopping seasons cegldre us to sell excess inventory at a substaméakdown, which could reduce our
sales and gross margins and negatively impact mfitability. Our operating results depend sigeddintly upon the sales generated during 1
periods. If our future quarterly results fail toeet the expectations of research analysts, themtr&et price of our common stock cc

decline substantially.

Our stock price may be volatile and could decline substantially. The stock market has, from time to time, expex@ehextreme price a
volume fluctuations. Many factors may cause theketgorice for our common stock to decline, inchgli

e operating results failing to meet the expectatiminsecurities analysts or investors in any qua

e downward revisions in securities anal” estimates

e material announcements by us or our competitors

e the other risk factors cited in this annual rep
In the past, companies that have experienced lylaith the market price of their stock have beéw subject of securities class ac
litigation. If we become involved in a securitiekass action litigation in the future, it could wésin substantial costs and diversior
management attention and resources, thus harmimigusiness.
We are controlled by our principal shareholder. J. Wayne Weaver, our Chairman of the Board oéors and principal shareholder, anc
spouse together own approximately 24.9% of ourtanting common stock. Accordingly, Mr. Weaver deato exert substantial influer

over our management and operations. In additisninterests may differ from or be opposed to titerests of our other shareholders, an
control may have the effect of delaying or prevegt change in control that may be favored by aghareholders.
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Provisions of our organizational documents and Indiana law might deter acquisition bids for us. Our Restated Articles of Incorporation .
Indiana corporate laws contain provisions that rdéscourage other persons from attempting to acqeimgrol of us, including, witho
limitation, a Board of Directors that has staggeterdns for its members, supermajority voting prirnis, 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 aittyhoo issue preferred stock in one or more sengBout the approval of the holders of
common stock. Further, Indiana corporate law dostausiness combination provisions that, in gdn@mhibit 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 ldsoacontains control share acquisition provisidmat timit the ability of certain sharehold
to vote their shares unless their control shareliaitopn is approved. In certain circumstances, féict that 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 leakéutalre stores. Approximately 97% of the leasess dur existing stores provide for fix
minimum rentals and approximately 60% provide fontingent rental payments based upon various sedcffercentages of sales ab

minimum levels. Certain leases also contain eticalalauses for increases in minimum rentals, ajxeyg costs and taxes.

The following table identifies the number of ounrgts in each state as of January 28, 2012:

State State
Alabama 11 Montana 1
Arkansas 9 North Caroling 18
Arizona 2 North Dakote 2
Colorado 3 Nebraske 1
Florida 20 Ohio 19
Georgia 15 Oklahoms 7
Idaho 5 Pennsylvanii 7
lowa 7 South Carolin¢ 11
Illinois 27 South Dakot: 2
Indiana 21 Tennesse 17
Kansas 3 Texas 3¢
Kentucky 12 Utah 7
Louisiana 12 Virginia 9
Michigan 5 Wisconsin 2
Missouri 20 West Virginia 5
Mississippi 7 Wyoming 1
Total Stores 321

In February 2006, we entered into an operatingele@th an independent third party to lease our @@ square foot distribution center loc:
in Evansville, Indiana. The lease has an inigafrt of 15 years, commencing on December 1, 2006.h&Ve the right to extend the initial le
term for up to three additional periods of five geeaach, and to expand the facility by up to 200, 8quare feet.

In June 2006, we entered into an operating leatie avi independent third party to lease our corpoh@adquarters for an initial term of

years, commencing on June 1, 2007. We have thetagextend the initial lease term for up to thagklitional periods of five years each,
to expand the facility by up to 30,000 square feet.
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For additional information with respect to our peoies, see ITEM 1. BUSINESS - “Growth Strategytl @Distribution” as well as PART |
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMANCIAL CONDITION AND RESULTS OF OPERATIONS-
“Executive Summary” of this report.
ITEM 3. LEGAL PROCEEDINGS
We are involved in various legal proceedings inctdeto the conduct of our business. While theconte of any legal proceeding is alw
uncertain, we do not currently expect that any spidceedings will have a material adverse effectoan financial position or results
operations.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

PART Il

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” sinbtarch 16, 1993.

The quarterly intraday high and low trading prieesre as follows:

Fiscal 2011 High Low

First Quartel $ 29.47 $ 24.0C
Second Quarte 34.0¢ 24.3¢
Third Quartel 32.7¢ 21.0(
Fourth Quarte 27.9¢ 19.1¢
Fiscal 201(

First Quartel $ 28.7F $ 17.2i
Second Quarte 29.2¢ 18.0z
Third Quartel 23.6: 16.2¢
Fourth Quarte 30.0¢ 22.6¢

As of April 5, 2012, there were approximately 2@?ders of record of our common stock.
No unregistered equity securities were sold byurgng fiscal 2011

On March 23, 2012, our Board of Directors authatiaethree-fotwo stock split of the shares of our common stedkich will be effected i
the form of a stock dividend. The stock split véhtitle each shareholder of record at the closkeusiness on April 13, 2012 to receive
additional share of common stock for every two shaf common stock owned as of that date, payabkepoil 27, 2012. Upon the completi
of the stock split, our outstanding shares willrease from approximately 13.6 million shares torapinately 20.4 million shares. C
historical share data will be retroactively adjdstgon the completion of the stock split.

Cash Dividends
We have not paid, and do not currently intend tp pash dividends on our common stock. The payrokahby future cash dividends will be
the discretion of our Board of Directors and widipgnd upon, among other things, future earningsradipns, capital requirements, our ger

financial condition and general business conditio@sir credit agreement allows the payment of dimits as long as the dividends distrib
do not exceed 30% of our consolidated net incoméni preceding fiscal year.
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Issuer Purchases of Equity Securities

Throughout fiscal 2011, we issued treasury shavesniployees for the exercise of stock options anrdtlie issuance of restricted st
awards. We also repurchased 115,597 shares of ooratack as a result of our withholding shareslloméng our employees to deliver shs
to us to cover the income taxes resulting fromvisting of certain restricted stock awards. tus intention to continue these practices as
relate to the issuance of treasury shares.

On August 23, 2010, our Board of Directors authetia $25 million share repurchase program, which twderminate upon the earlier of
repurchase of the maximum amount or December 3111.20n December 16, 2011, the Board of Directateraled the date of termination
one year to December 31, 2012. The purchases mayate in the open market or through privately niaged transactions from time-tone
and in accordance with applicable laws, rules amlilations. The program may be amended, suspenrdgidcontinued at any time and d
not commit us to repurchase shares of our comnmokstWe intend to fund the share repurchase pmedgram cash on hand and any sh
acquired will be available for stodkased compensation awards and other corporate gagpdhe actual number and value of the sharee
purchased will depend on the performance of owkspice and other market conditions. As requiogdour credit agreement, consent
obtained from the Agent and the Majority Banks,heas defined in the credit agreement. No sharé$ban repurchased under this progra
of January 28, 2012.

The following table summarizes repurchase actiditying the fourth quarter of fiscal 2011:
Issuer Purchases of Equity Securitie

Total Numbe Approximate
Of Shares Dollar Value

Purchasel of Share:
as Par ‘hat May Yet
Total Numbe Average of Publicly  3e Purchase

of Share: Price Paic Announcec Under

Period Purchased per Share Programs? Programs
October 30, 2011 to November 26, 2( 0 $ 0.0c¢ 0 $ 25,000,00
November 27, 2011 to December 31, 2! 0 $ 0.0c 0 $ 25,000,00
January 1, 2012 to January 28, 2012 22,68¢ ¢ 25.6¢ 0 ¢$ 25,000,00

22,68¢ 0

(1) Total number of shares purchased represents sthaiesred to or withheld by us in connection withoyee payroll tax withholdin
upon the vesting of certain restricted stock awe

(2) On August 23, 2010, our Board of Directors autredia $25 million share repurchase program, whic tiwderminate upon the earliel
the repurchase of the maximum amount or Decembe2@11. On December 16, 2011, the Board of Dirscextended the date
termination by one year to December 31, 2(

Securities Authorized for Issuance Under Equity Corpensation Plans

The information required by this Item concerningsdéies 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 bedréaconjunction with ManagemestDiscussion and Analysis of Financial Conditiorl
Results of Operations as contained in PART I, ITEMIong with our consolidated financial statememtd notes to those statements inch
in PART II, ITEM 8 of this report.

(In thousands, except per share and operating data)

Fiscal yearsV 2011 2010 2009 2008 2007
Income Statement Dat
Net Sales $ 762,53: $ 739,18¢ $ 682,42: $ 647,57, $ 658,68
Cost of sales (including buying, distribution &

occupancy costs) 537,68 517,65( 488,81¢ 473,24« 472,83
Gross Profil 224,85: 221,53¢ 193,60t 174,32¢ 185,84¢
Selling, general and administrative expenses 182,71¢ 179,15: 168,47¢ 165,95: 166,71
Operating incom 42,13} 42,38¢ 25,13( 8,37¢ 19,13:
Interest incomt (79) (165) (39) (14¢) (690)
Interest expens 26€ 25€ 174 158 264
Income before income tax 41,95( 42,29: 24,99¢ 8,37( 19,55¢
Income tax expens 15,56¢ 15,47 9,82¢ 3,051 6,751
Net income $ 26,38: $ 26,827 % 15,16¢ $ 531¢ $ 12,80"

Net income per shar

Basic $ 1.9¢ $ 211 $ 121 % 04: $ 0.9¢

Diluted $ 197 $ 2.0t $ 1.2C $ 04z $ 0.97
Selected Operating Dat
Stores open at end of ye 327 314 311 304 291
Square footage of store space at year enc’s) 3,554 3,39( 3,37 3,33t 3,23¢
Average sales per store (('s) $ 2,39C $ 238, $ 2,21¢ % 2,20€ % 2,36¢
Average sales per square fi $ 221 $ 221 % 204 $ 19¢ % 20¢
Comparable store sal®® 0.7% 8.2% 3.5% (4.6)% (5.2)%
Balance Sheet Dat
Cash and cash equivalel $ 70,60: $ 60,19 $ 44,16¢ $ 24817 $ 9,17
Total asset $ 386,56: $ 345,14' $ 311,64: $ 293,07 % 291,61¢
Long-term debi $ 0 $ 0 $ 0 $ 0 $ 0
Total shareholde’ equity $ 283,68: $ 254,34 $ 221,82¢ $ 204,63t $ 196,61.

(1) Our fiscal year is a 52/53 week year ending orSairday closest to January 31. Unless othertaseds references to years 2011, 2(
2009, 2008, and 2007 relate respectively to theafigears ended January 28, 2012, January 29, 28atiary 30, 2010, January 31, 2009,
and February 2, 200

(2) Comparable store sales for the periods indicatelddie stores that have been open for 13 full moptits to the beginning of the perit
including those stores that have been relocaterkmiodeled. Therefore, stores opened or closedhgluhe periods indicated are
included in comparable store sales nor are oumenwerce sales. Ourammerce sales will be included in comparable sstiting witt
the fourth quarter of fiscal 201
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

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

Overview of Our Business

Shoe Carnival, Inc. is one of the natisrargest family footwear retailers, providing tbenvenience of shopping at any of our 327
locations or online at shoecarnival.com. Our egocombine competitive pricing with a highly proroatl, instore marketing effort th
encourages customer participation and creates arfdrexciting shopping experience. We believeligsly promotional atmosphere result
various competitive advantages, including increasettiple unit sales; the building of a loyal, repeustomer base; the creation of word-of-
mouth advertising; and enhanced sell-through adeason goods. The same excitement and spontasiegflected in our @ommerce sil
through special promotions and limited time sadéang with relevant fashion stories featured ontmme page.

Our objective is to be the destination retaileichbice for a wide range of consumers seeking meelgrariced, current season name branc
private label footwear. Our product assortmenluides dress and casual shoes, sandals, boots it @ssortment of athletic shoes for
entire family. Our average store carries approxiiya28,500 pairs of shoes in four general categori men’s, women'’s, childres’anc
athletics. In addition to footwear, our storesrgaelected accessory items complementary to tleecfdootwear. Our @ommerce site offe
customers an opportunity to choose from a largectieh of products in all categories with a depttisires and colors that may not be avail
in some of our smaller stores, and introduces oacept to consumers that are new to Shoe Carnival.

Our fiscal year is a 52/53 week year ending onSaturday closest to January 31. Unless otherwégedstreferences to years 2011, 201C
2009 relate respectively to the fiscal years entdetiary 28, 2012, January 29, 2011, and Janua030,

On March 23, 2012, our Board of Directors authatiaethree-fotwo stock split of the shares of our common stedkich will be effected i
the form of a stock dividend. The stock split véhtitle each shareholder of record at the closkeusiness on April 13, 2012 to receive
additional share of common stock for every two shaf common stock owned as of that date, payabkepoil 27, 2012. Upon the completi
of the stock split, our outstanding shares willrease from approximately 13.6 million shares torapipnately 20.4 million shares. C
historical share data will be retroactively adjdstgon the completion of the stock split.

Executive Summary
Fiscal 2011

We experienced significant fluctuations in consuehemand during fiscal 2011 as compared to fiscaD2Bhen strong fashion trends aide:
in setting record breaking quarterly results. Whidning and athletic footwear were key driversoof sales for fiscal 2010, our nahletic
footwear, particularly sandals and boots, contedusignificantly to our comparable store salesease as well. During fiscal 2011, athl
footwear, particularly performance running produetnained a strong performer. However, the populaf toning footwear continued
significant decline in fiscal 2011 and negativelffeated our quarterly comparable store sales arabsgprofit margin throughout t
year. Consumer traffic increased during the -to-school season; however, these increases in traéfie of short duration. Sales bega
weaken late in the third quarter and into the fowytarter as unseasonably warm weather was expeddhroughout the United States. /
result, consumer demand for fall footwear, particyl boots, declined significantly. Consequentigavy promotional activity was requil
during the fourth quarter to effectively sell thgbuthis inventory.

Despite the challenges presented by the changesnsumer demand, we were able to manage our imiesitand control our costs such -

operating income, as a percentage of sales, ddatinky 0.2% to 5.5% for fiscal 2011, as comparethtoprior year. We achieved earnings
diluted share of $1.97 in fiscal 2011, which is@&tonly to our record earnings per diluted sh&$2d05 in fiscal 2010.
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Additionally for fiscal 2011:

Net sales increased 3.2% in fiscal 2011 and corbpaetore sales increased 0.7

Our gross profit margin decreased to 29.5% frond%@0in fiscal 2010. Our merchandise margin decrt@s8% while buying, distributic
and occupancy costs, as a percentage of salesnmachanged. The decrease in our merchandiggmveas primarily the result of t
heavy promotional activity during the fourth quatie effectively sell through our fall footwear,tiaularly boots.

We generated cash from operations net of purchafsg®perty and equipment of $9.6 million and enéledal 2011 with $70.6 million
cash and cash equivalents and no interest beaginig

Inventories at January 28, 2012 increased $24libmcompared to the end of the prior year. Approately onethird of this increase w
attributable to our net store growth and the additf our eeommerce business. The remaining increase wasdagge part to a plann
increase in the pairs of footwear within curreny kategories as well as the early arrival of cartthletic product for the spring sell
season

We opened 17 new stores during fiscal 2011 amdclaed our esommerce site during the third quarter. Nine stavere relocated to n
locations and approximately 8% of our stores wége eemodeled during the yei

Fiscal 2012

We are focused on growing our business as we maeefiscal 2012. We expect to open approximatélyn8w stores with over orthird of
these stores located in two new major markets 4aBalexas and Puerto Rico. These new major rtggrkeupled with our eemmerce sit
which launched in the third quarter of fiscal 20&ffer us the opportunity to acquire significantldignal exposure for our brand.

Also for fiscal 2012:

Comparable store sales are expected to incredke lnw single digits

Selling, general and administrative expenses apeagd to increase, primarily due to the cost terafe the additional stores anc
increase in pre-opening costs. With the increas@reopening costs, we anticipate selling, general ahhiistrative expenses w
increase slightly as a percentage of sales, asa@uo fiscal 2011

Total pre-opening costs are expected to incrappeoximately $3.5 million over fiscal 2011. Ottlotal increase in prepening costs fi
fiscal 2012, $2.5 million will be included in selfj, general and administrative expenses, and an$thé million of preepening rent ar
freight will be included in cost of sale

In addition to opening approximately 30 new stoxes,anticipate relocating ten and closing five. e targeting approximately 6%
our stores for remodel. The remodels at the ntgjofithese locations are being performed to cdi@aiith lease renewal activitie

Critical Accounting Policies

It is necessary for us to include certain judgmentsur reported financial results. These judgreeantolve estimates based in part on
historical experience and incorporate the impacthaf current general economic climate and compsuegific circumstances. Howe\
because future events and economic conditionsrdueréntly uncertain, our actual results could diffeaterially from these estimates. °
accounting policies that require the more signifigadgments are included below.
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Merchandise Inventorie- Our merchandise inventories are stated at the lofveost or market (LCM) as of the balance she&t dad consi
primarily of dress, casual and athletic footwearrfen, women and children. The cost of our merdlsanis determined using the first-in, first-
out valuation method (FIFO). For determining markalue, we estimate the future demand and relatde price of merchandise in
inventory. The stated value of merchandise inwiegocontained on our consolidated balance shéstsirecludes freight, certain capitaliz
overhead costs and reserves.

We review our inventory at the end of each quaidedetermine if it is properly stated at LCM. Fast considered include, among oth
recent sale prices, the length of time merchanlisebeen held in inventory, quantities of the uasistyles held in inventory, seasonality of
merchandise, expected consideration to be recdioed our vendors and current and expected futulesseends. We reduce the value of
inventory to its estimated net realizable value mehepst exceeds the estimated future selling piiderchandise inventories as of January
2012 and January 29, 2011 totaled $237.7 milliod $212.9 million, respectively, representing apjmately 62% of total assets for b
periods. Given the significance of inventorie®to consolidated financial statements, the deteatiin of net realizable value is considere
be a critical accounting estimate. Material chanigethe factors noted above could have a sigmfigapact on the actual net realizable v.
of our inventory and our reported operating results

Valuation of Long-Lived AssetsLongdived assets, such as property and equipment duipjelepreciation, are evaluated for impairmeng
periodic basis if events or circumstances inditlagecarrying value may not be recoverable. Thaation includes performing an analysi
the estimated undiscounted future cash flows ofldhgdived assets. Assets are grouped and the evatupéidformed at the lowest level
which there are identifiable cash flows, which éngrally at a store level.

If the estimated future cash flows for a storedetermined to be less than the carrying value ®btbres assets, an impairment loss is reco
for the difference between estimated fair value eadlying value. We estimate the fair value of lmngdived assets using store specific ¢
flow assumptions discounted by a rate commenswitethe risk involved with such assets while imporating marketplace assumptions.
assumptions and estimates used in the evaluatiompairment, including current and future economnénds for stores, are subject to a |
degree of judgment. Assets subject to impairmeataaljusted to estimated fair value and, if applieaan impairment loss is recordec
selling, general and administrative expenses. l@nhgived assets as of January 28, 2012 and Janua029, totaled $69.2 million and $6
million, respectively, representing approximate8f4 of total assets for both periods. Our evaluatiperformed during fiscal 2011 and fis
2010 resulted in nonash impairment charges of $338,000 and $1.7 mijlliespectively. If actual operating results orkeaconditions diffe
from those anticipated, the carrying value of dertd our assets may prove unrecoverable and weintay additional impairment charges
the future.

Insurance Reserve— We self-insure a significant portion of our warkecompensation, general liability and employee headtle costs at
also maintain insurance in each area of risk ptintgas from individual and aggregate losses oyercsied dollar values. We review -
liability reserved for our selfasured portions on a quarterly basis, taking icwasideration a number of factors, including histrclaim:
experience, severity factors, statistical trendd, an certain instances, valuation assistance gealiby independent third parties. Our self-
insurance reserves include estimates of both cléiled carried at their expected ultimate settlatmealue, and claims incurred but not
reported. As of January 28, 2012 and January @8] 2our selfinsurance reserves totaled $2.4 million and $2/iamj respectively. Whil

we believe that the recorded amounts are adedtesies can be no assurance that changes to managerestimates will not occur due
limitations inherent in the estimating processadfual results are not consistent with our eseésiat assumptions, we may be exposed to 1
losses or gains that could be material.

Income Taxe— As part of the process of preparing our consolidlfiteancial statements, we are required to estirnatdncome taxes for eg
of the tax jurisdictions in which we operate. Aeeault of this process, deferred tax assets amdities are recognized based on the differ
between the consolidated financial statement aagrgimounts of existing assets and liabilities dradrtrespective tax basis. Our tempo
timing differences relate primarily to inventory, emteciation, accrued expenses, deferred lease timegn and stoclbase
compensation. Deferred tax assets and liabilitiess measured using the estimated tax rates intdfiethe years when those tempol
differences are expected to reverse.
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We are also required to make many subjective assonspand judgments regarding our income tax exm@ssand account for uncertain
positions associated with our various filings.ehpretations of and guidance surrounding incomelaas and regulations are often comg
ambiguous and change over time. As such, chamgesrisubjective assumptions and judgments canrialyeaffect amounts recognized
our consolidated financial statements. Although bhedieve that we have adequately provided for ateutain tax positions, tax authori
could assess tax liabilities greater or less tharaocrued positions for open tax periods.

Results of Operations

The following table sets forth our results of ofienas expressed as a percentage of net salesefdoltbwing fiscal years:

2011 2010 2009
Net Sales 100.(% 100.(% 100.(%
Cost of sales (including buying, distribution, asatupancy costs) 70.5 70.C 71.€
Gross profil 29.t 30.C 28.4
Selling, general and administrative expenses 24.C 24.% 240
Operating incom 5.5 5.7 3.7
Interest incomt (0.0 (0.0 (0.0)
Interest expens 0.C 0.C 0.C
Income before income tax 5.5 5.7 3.7
Income tax expens 2.0 2.1 1.t
Net income 3.5% 3.6% 2.2%

In the regular course of business, we offer outarusrs sales incentives including coupons, disuand free merchandise. Sales
recorded net of such incentives and returns amdvatices. If an incentive involves free merchandisat merchandise is recorded as a
sale and the cost is included in cost of salesngzoable store sales for the periods indicatedvb@ialude stores that have been open fc
full months prior to the beginning of the periodcluding those stores that have been relocateenoodeled. Therefore, stores opened or ¢
during the periods indicated are not included imparable store sales nor are our e-commerce sal@secommerce sales will be includec
comparable sales starting with the fourth quartdisoal 2012.

2011 Compared to 2010
Net Sales

Net sales increased $23.3 million to $762.5 millinrfiscal 2011, a 3.2% increase over the priorr’s net sales of $739.2 million. Of t
increase, $22.5 million was attributable to theesajenerated by the 17 new stores we opened diistaj 2011, our &éommerce busine
which was launched in the third quarter of fiscAlL2 along with the full year effect of sales getmnlaby the ten stores we opened in fi
2010. Our comparable stores sales increased M7 %s€al 2011. These increases in sales weréaparbffset by a decline in sales of $
million from the 11 stores closed during fiscal 2@ind fiscal 2010.

During fiscal 2011, comparable store sales weratigy impacted by a decline in consumer demarttiinvitwo key product areas, ton
footwear and boots. We were able to mitigate @aryver year comparable store sales loss in tdootgvear as sales within the balance o
athletic category, particularly performance runnirggained strong. However, the unseasonably waeather that was experienced late ir
third quarter and throughout the fourth quarterfistal 2011 significantly impacted consumer demdod fall footwear, particularl
boots. Consequently, heavy promotional activitg/uding markdowns, was required during the fouptlarter of fiscal 2011 to effectively <
through this inventory.
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Gross Profit

Gross profit increased $3.4 million to $224.9 ro#fliin fiscal 2011, a 1.5% increase from gross paffi$221.5 million in fiscal 2010. T
gross profit margin for fiscal 2011 decreased tdb20 from 30.0% in fiscal 2010. Our merchandise gimadecreased 0.5% while buyi
distribution and occupancy costs, as a percentédgales, remained unchanged. The decrease in etchandise margin was primarily
result of the heavy promotional activity that wasgjuired during the fourth quarter of fiscal 201 leftectively sell through our fall footwe
particularly boots.

Selling, General and Administrative Expenses

Selling, general and administrative expenses irse@&3.5 million in fiscal 2011 to $182.7 milliormMm $179.2 million in fiscal 2010; howev
our sales gain enabled us to leverage these cpdis3Bo as a percentage of sales. Significant dhaung expense between the compar
periods included the following:

e We incurred an additional $7.8 million of increm&néxpense during fiscal 2011, as compared to tiog pear, to support our sa
growth, expanded store base ancbeimerce initiative. The increase in selling exg@nwas primarily due to increases in wage:
advertising.

e During fiscal 2010, we experienced a significantrdase in the average cost of health claims peicjpant as compared to rec
historical periods. Our average claims per pgréiot returned to a more normalized level in fi2@11 and, together with a sn
increase in covered employees, we experiencedraoyea year increase in seifsured health care costs of $1.7 million. Costatec
to our selfinsured health care programs are subject to afgignt degree of volatility and will continue torega the risk of materii
variances between reporting perio

e The increases in selling, general and adminisimaipenses were partially offset by a $6.6 millieduction in incentive compensat
for fiscal 2011 as compared to the prior year whenord-breaking financial performance drove maltdriereases in performance-
based compensatic

Pre-opening costs included in selling, general and a@strative expenses were $1.2 million, or 0.2% asgr@entage of sales, in fiscal 2011
compared to $642,000, or 0.1% as a percentageled,sa fiscal 2010. We opened 17 stores durisgali 2011 and ten stores in fis
2010. Prespening costs, such as advertising, payroll anglgsg incurred prior to the opening of a new stame charged in the period they
incurred. The total amount of popening expense incurred will vary by store dependin the specific market and the promotional #es
involved.

The portion of store closing costs and reash asset impairment charges included in seljegeral and administrative expenses for fiscal
was $554,000, or 0.1% as a percentage of salesseThosts related to the closing of four storesi-aash asset impairment of cer
underperforming stores and acceleration of expeasssciated with managementetermination to close certain underperformirayest ir
future periods. In fiscal 2010, we incurred stol@sing costs and nocash asset impairment charges of $2.0 million,.8%0as a percentage
sales. These costs related to the closing of set@mes, norcash asset impairment of certain underperformigestand acceleration
expenses associated with managenses¢termination to close certain underperformingest in future periods. The timing and actual ant
of expense recorded in closing a store can vanjifgigntly depending, in part, on the period in efhimanagement commits to a closing
the remaining basis in the fixed assets to be dmpof at closing and the amount of any lease uyou

Income Taxes
The effective income tax rate was 37.1% for fidl1l and 36.6% for fiscal 2010. Included in incaiae expense for both fiscal years w

benefits related to the favorable resolution otaiartax positions, which lowered our effectivednee tax rate as compared to other histc
periods.
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2010 Compared to 2009
Net Sales

Net sales increased $56.8 million to $739.2 milliofiscal 2010, an 8.3% increase from net sale®682.4 million in fiscal 2009. Compara
store sales increased 8.2%, or approximately $8@libn, compared to the prior fiscal year. The tores opened in fiscal 2010, along
the effect of a full yeas worth of sales from the 16 stores opened in [fie0689, contributed an additional $17.9 millionsales. These sa
increases were partially offset by a decline iesalf $14.2 million from the 16 stores that weiesed during fiscal 2009 and fiscal 2010.

Gross Profit

Gross profit increased $27.9 million to $221.5 ioillin fiscal 2010, a 14.4% increase from grosdipod $193.6 million in fiscal 2009. Tt
gross profit margin for fiscal 2010 increased to0380 from 28.4% in fiscal 2009. As a percentagsalés, the merchandise margin incre
1.0%, primarily as a result of the strong salesezfsonal footwear. Buying, distribution and ocougecosts decreased 0.6%, as a percent:
sales, due to the leverage associated with comlgastdre sales increases.

Selling, General and Administrative Expenses

Selling, general and administrative expenses ised10.7 million to $179.2 million in fiscal 20¥®m $168.5 million in fiscal 200
however, our sales gain enabled us to leverage ttests by 0.4%, as a percentage of sales. \Whkilerere able to significantly leverage
store operating expenses as a percentage of sadedid incur an additional $4.7 million in stordlisg expenses as compared to the |
year. The increase in store selling expenses wiagaply due to increases in wages, advertising eratlit and debit card processing fi
partially offset by a decrease in depreciatiorcehtive compensation, inclusive of stdzksed compensation, increased $5.8 million \
compared to the prior year due to our improvedriaia performance. Also during fiscal 2010, weareled an additional $1.3 million in st
closing costs and noraesh asset impairment charges related to certaderparforming stores. The increases in sellingjegd an
administrative expenses were partially offset [$2&2 million decrease in our séffsured health care costs as compared to the yegmrwhe
we experienced unusually high claim activity. Td¢wsts related to our sdlisured health care programs are subject to aicelzgree ¢
volatility and can vary materially between repogtiperiods.

Pre-opening costs included in selling, general and adirative expenses were $642,000, or 0.1% of seteapared to $850,000, or 0.1%
sales, in fiscal 2009. We opened ten stores @alfiB010 as compared to 16 stores in fiscal 200@:0pening costs, such as advertising, pa
and supplies, incurred prior to the opening of & store are charged to expense in the period theynaurred. The total amount of pre-
opening expense incurred will vary by store depegdin the specific market and the promotional @@t involved. Our average pogening
costs per store increased by $11,000 to $64,008cal 2010, primarily as a result of additionaperditures on marketing 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 salégese costs related to the closing of seven sttine impairment of assets and acceler
of expenses associated with managenseti¢termination to close certain underperformimgest in future periods. In fiscal 2009, we incd
$750,000, or 0.1% as a percentage of sales. Ttuests related to the closing of nine stores, thpairment of assets and acceleratio
expenses associated with management’s determirtatidose certain underperforming stores in fupggods.

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 faveraielsolution of certain tax positions. This cuntivka benefit significantly lowered o
effective income tax rate for fiscal 2010 as corepap the same period last year.

23




Table of Content
Liquidity and Capital Resources

Our sources and uses of cash are summarized aw$oll

(In thousands 2011 2010 2009

Net income plus depreciation and amortiza $ 40,83 $ 40,55¢ $ 30,14¢
Deferred income taxe 3,04( (1,407 (1,042
Lease incentive 5,90: 2,97¢ 2,211
Changes in operating assets and liabili (20,89) (19,340 (4,63%)
Other operating activities 1,991 6,63¢€ 1,21¢
Net cash provided by operating activit 30,87¢ 29,42 27,891
Net cash used in investing activiti (21,159 (14,000 (9,68¢)
Net cash provided by financing activiti 68¢ 602 1,13¢
Net increase in cash and cash equival $ 10,40¢ $ 16,02 $ 19,35:

Our primary sources of funds are cash flows fromrafions and borrowings under our revolving créadility. For fiscal 2011, net ca
provided by operating activities was $30.9 millempared to net cash provided by operating aawitif $29.4 million for fiscal 2010. The
amounts reflect the income from operations adjukiedon-cash items and working capital changes.

Working capital increased to $240.5 million at Jaryu28, 2012 from $210.7 million at January 29, ROThis was primarily attributable tc
$10.4 million increase in cash and cash equivalantsa $24.7 million increase in merchandise inwées, partially offset by a $6.0 milli
increase in accounts payable. The current rati® 42 at January 28, 2012 and was 3.9 at Januarg029. We had no outstanding inte
bearing debt at the end of either fiscal year.

Capital expenditures were $21.3 million in fisc@ll2, $14.4 million in fiscal 2010 and $9.8 millionfiscal 2009. No capital lease obligati
were incurred during this thrgear period. Of the fiscal 2011 capital expendisiapproximately $6.2 million was used for thestarction o
stores opened in fiscal 2011 and expected to apdimei first quarter of fiscal 2012, $9.7 million svased for remodeling and relocations
$1.9 million was used towards implementation of ecommerce business. The remaining capital expemditior fiscal 2011 were used
continued investments in technology and normaltasggacement activities. Lease incentives reakivem landlords were $5.9 million, $:
million and $2.2 million for fiscal years 2011, ZDand 2009, respectively.

Capital expenditures are expected to be $22.0amilto $23.0 million in fiscal 2012. Approximatey10.1 million of our total capit
expenditures are expected to be used for new strstruction, $3.0 million will be used for stoedacations and $4.0 million will be usec
remodel approximately 6% of our existing store badsease incentives to be received from landlomdgsexpected to be approximately
million to $6.0 million. The remaining capital expditures are expected to be incurred for variotierostore improvements, contin
investments in technology and normal asset replaneractivities. The actual amount of cash requi@dcapital expenditures for st
operations depends in part on the number of nerestapened, the amount of lease incentives, if @ggived from landlords and the nurr
of stores remodeled. The opening of new storekheildependent upon, among other things, the ditiyaof desirable locations, and 1
negotiation of acceptable lease terms and gene@ioenic and business conditions affecting consuspemnding in areas we target
expansion.

Our current store prototype for stores locatedhendontinental United States uses between 8,0002000 square feet depending upon, ar
other factors, the location of the store and theupation base the store is expected to servicait&@anvested in these fiscal 2012 new stor
expected to average approximately $345,000 withltad incentives averaging $165,000. The averag®liinventory investment is expec
to range from $450,000 to $600,000 depending orsiteand sales expectation of the store and iiedi of the new store opening. Our 1
stores opening in Puerto Rico in fiscal 2012 angeeted to be slightly larger with an initial invent investment of up to $1.5 million. Cap
invested in these Puerto Rican stores is expecte/eérage $520,000 with landlord incentives aveig135,000. During fiscal 2012,
anticipate opening approximately 30 new storesratatating ten store locations.
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Pre-opening expenses, such as rent, freight, advagtisalaries and supplies, are expected to avegexmately $179,000 per store in fis
2012. This represents an increase of $71,000 awerverage fiscal 2011 expenditure and is primahé result of the costs associated
entering two major new markets, Dallas, Texas ameft® Rico. On a pestore basis, for the 17 stores opened during fig0all, the initic
inventory investment averaged $638,000, capitalerdjiures averaged $320,000 and lease incentivesivesl from landlords averac
$126,000.

We closed four stores during fiscal 2011. We haleniified five stores for closure in fiscal 201Repending upon the results of le
negotiations with certain landlords of underperfomgnstores, we may increase or decrease the nuofitstore closures in future periods. °
timing and actual amount of expense recorded iginfpa store can vary significantly depending, @ntjpon the period in which managen
commits to a closing plan, the remaining basishim fixed assets to be disposed of at closing aadathount of any lease buyout. We
continue to review our annual store growth ratesamn our view of the internal and external opputies and challenges in the marketplace.

Significant contractual obligations as of JanuaBy 2012 and the fiscal years in which paymentsiaeeinclude:

(In thousands Payments Due By Fiscal Ye
2013 & 2015 & 2017 and

Contractual Obligation Total 2012 2014 2016 after
Letters of credi $ 595. $ 595/ % - 8 - $ =
Operating lease 303,26° 51,51( 78,37¢ 67,82: 105,55
Purchase commitmen 270,32( 268,68: 1,497 142 -
Unrecognized tax positior 69 - - - 69
Deferred compensatic 6,054 143 11€ - 5,79¢
Total contractual obligatior $ 585,66: $ 326,28( $ 79,99. % 67,96¢ $ 111,42:

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 containsvenants which stipulate: (1) Total Shareholdé&tguity, adjusted for the effect of any st
repurchases, will not fall below that of the priscal yearend; (2) the ratio of funded debt plus rent to HBN 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 ttaédiately preceding fiscal year. We w
in compliance with these covenants as of January2@82. Should a default condition be reporte@ lenders may preclude additic
borrowings and call all loans and accrued inteaésheir discretion. There were no borrowings tautding under the credit facility and leti
of credit outstanding were $6.0 million at Janu28y 2012. Estimated interest payments on ourdfr@edit are not included in the above ti
as our line of credit provides for frequent bormgviand/or repayment activities, which does not léself to reliable forecasting for disclos
purposes. As of January 28, 2012, $44.0 millios @Azailable to us for additional borrowings under ¢redit facility.

For purposes of our contractual obligations talbleva, we have assumed that we will make all paysneciteduled or reasonably estimate
be made under those obligations that have a databie expiration date. We have disregarded thsilpiiy that such obligations may
prematurely terminated or extended, whether auticaibt by the terms of the obligation or by agreeeetween us and the counterparty,

to the speculative nature of premature terminatorextension. Except for operating leases, tharuas included in the “2017 and after”
column of the contractual obligations table incleidenounts where we are not able to reasonably astithe timing of the potential futt
payments.

See Note 5 — “Long-Term Debt”, Note 6 — “Leasesitd&N7 — “Income Taxes” and Note 8 — “Employee Benefans”to our Notes t
Consolidated Financial Statements contained in PARTEM 8 of this report for a further discussiofiour contractual obligations.

On August 23, 2010, our Board of Directors authetia $25 million share repurchase program, which twderminate upon the earlier of
repurchase of the maximum amount or December 3111.20n December 16, 2011, the Board of Directateraled the date of termination
one year to December 31, 2012. The purchases mayale in the open market or through privately tiatgn transactions from time-tone
and in accordance with applicable laws, rules amlilations. The program may be amended, suspanrdgidcontinued at any time and d
not commit us to repurchase shares of our comnmokstWe intend to fund the share repurchase pmedram cash on hand and any sh
acquired will be available for stodkased compensation awards and other corporate gggpdhe actual number and value of the sharbee
purchased will depend on the performance of owkspice and other market conditions. As requibgdour credit agreement, consent
obtained from the Agent and the Majority Banks,heas defined in the credit agreement. No sharé$ban repurchased under this progra
of January 28, 2012.

25




Table of Content

We anticipate that our existing cash and cash flamn operations, supplemented by borrowings underrevolving credit line, will b
sufficient to fund our planned store expansion glatith other capital expenditures and other opegatiash requirements for at least the ne
months.

Off-Balance Sheet Arrangements

We did not assign any store operating leases taragpthird parties during fiscal 2011. We reml@hle on two assignments of opera
leases covering former store locations. We belteeg the likelihood of material liability beingiggered under these leases is remote, a
liability has been accrued for these contingensdeabligations in our consolidated financial staata as of January 28, 2012. See Note 6
“Leases” to our Notes to Consolidated Financiatéteents contained in PART I, ITEM 8 of this repfmt further discussion.

Except for operating leases entered into in thenabrcourse of business, including leases for stangsequipment, we have not entered intc
off-balance sheet arrangements during fiscal 20%¥tsoal 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 agsdcisith opening new stores. Naapital expenditures, such as advertising and iz
incurred prior to the opening of a new store ar@rgéd to expense as incurred. Therefore, ourteestibperations 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 toperations are contained in Note 2 — “Summary ghificant Accounting Policies,”
contained in the Notes to Consolidated Financiateé®bents included in PART II, 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 interestdexivative instruments to manage exposure togdgsin market interest rates. We ha
borrowings under our credit facility during fis@011 or fiscal 2010.

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 balsheets of Shoe Carnival, Inc. and subsidiatties“Company”)as of January 28, 20
and January 29, 2011, and the related consoliddtgédments of income, shareholderguity, and cash flows for the years ended Jan2@,
2012, January 29, 2011, and January 30, 2010. @iitsaalso included the financial statement sctedisted in the Index at Item 15. Th
financial statements and financial statement sdeeale the responsibility of the Compasyhanagement. Our responsibility is to expre:
opinion on these financial statements and finarste@tement schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBlaUnited 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 & besis, evidence supporting the amounts and diss in the financial statements.
audit also includes assessing the accounting piegiused and significant estimates made by marnagerms well as evaluating the ove
financial statement presentation. We believe thatodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetegresent fairly, in all material respects, thmaifcial position of Shoe Carnival, Inc. i
subsidiaries as of January 28, 2012 and Januar®@9, and the results of their operations and ttesh flows for the years ended Januar
2012, January 29, 2011 and January 30, 2010, ifocoity 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 i
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 Compary’
internal control over financial reporting as of Uary 28, 2012, based on the criteria establisheldtarnal Control-ntegrated Framewo
issued by the Committee of Sponsoring Organizatiohshe Treadway Commission and our report datedil A2, 2012 expressed
unqualified opinion on the Company’s internal cohtver financial reporting.

/s/ DELOITTE & TOUCHE LLP

Indianapolis, Indiana
April 12, 2012
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Shoe Carnival, Inc.
Consolidated Balance Sheets
(In thousands)

January 28 January 29

2012 2011

Assets
Current Assets

Cash and cash equivale $ 70,60: $ 60,19:

Accounts receivabl 2,621 1,55(

Merchandise inventorie 237,65: 212,92¢

Deferred income tax bene 2,49¢ 4,27¢

Other 2,88 2,401
Total Current Asset 316,26 281,35
Property and equipme- net 69,23: 62,39:
Other 1,06¢ 1,40(
Total Assets $ 386,56: $ 345,14!
Liabilities and Shareholde’ Equity
Current Liabilities:

Accounts payabl $ 61,23¢ $ 55,21¢

Accrued and other liabilities 14,52: 15,457
Total Current Liabilities 75,76( 70,67¢
Deferred lease incentivi 12,96¢ 8,211
Accrued ren 6,02¢ 5,08
Deferred income taxe 1,93( 66¢
Deferred compensatic 6,054 4,907
Other 141 1,25i
Total Liabilities 102,87¢ 90,80:
Shareholder Equity:

Common stock, $.01 par value, 50,000 shares aatthri3,652 and 13,655 shares issued at January

2012 and January 29, 20 137 137

Additional paic-in capital 67,64: 68,83:

Retained earninc 222,23! 195,85:

Treasury stock, at cost, 261 and 456 shares aafa@8, 2012 and January 29, 2011 (6,330) (10,48()
Total Shareholders’ Equity 283,68 254,34
Total Liabilities and Sharehold¢ Equity $ 386,56: $ 345,14!

See notes to consolidated financial statements.
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Shoe Carnival, Inc.
Consolidated Statements of Income
(In thousands, except per share data)

Net sales
Cost of sales (including buying, distribution arat@pancy costs

Gross profil
Selling, general and administrative expenses

Operating incom
Interest incom:
Interest expense

Income before income tax
Income tax expense

Net income

Net income per shar
Basic
Diluted

See notes to consolidated financial statements.
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January 28 January 29 January 30
2012 2011 2010

$ 762,53: $ 739,18¢ $ 682,42.
537,68: 517,65( 488,81¢
224,85! 221,53¢ 193,60t
182,71t 179,15: 168,47¢
42,13; 42,38t 25,13(
(79 (165) (39
26€ 25¢ 174
41,95( 42,29: 24,99t
15,56¢ 15,47 9,82¢
$ 26,38: $ 26,827 $ 15,16¢
$ 1.9¢ $ 211 % 1.21
$ 197 $ 2.0t $ 1.2C
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(In thousands)

Additional
Common Stocl Paic-In Retainec  Treasury
Issued Treasury  Amount Capital Earnings Stock Total

Balance aJanuary 31, 200 13,66¢ (74%) $ 137 $ 67,68¢ $ 153,86t $ (17,059 $ 204,63t
Stock option exercise 12t (1,859 2,851 99¢
Stock-based compensation income tax

benefit 37€ 37¢€
Employee stock purchaplan purchase 13 (157 307 15C
Restricted stock awart 9 4 (98) 98 0
Common stoclrepurchase: (19 (399 (399
Stoclk-based compensatiexpense 897 897
Net income 15,16¢ 15,16¢
Balance aJanuary 30, 201 13,65¢ (622) 137 66,85 169,03. (14,19) 221,82!
Stock option exercise 50 (568) 1,14¢ 57¢
Stock-based compensation income tax

benefit 62€ 62€
Employee stock purchaplan purchase 9 (30) 19C 16C
Restricted stock awart 13z (3,03)) 3,031 0
Common stoclrepurchase: (26) (65€) (65€)
Stoclk-based compensatiexpense 4,98t 4,98¢
Net income 26,82 26,82:
Balance aJanuary 29, 201 13,65¢ (45€) 137 68,83 195,85! (10,480) 254,34
Stock option exercise 162 (1,449 3,91: 2,46¢
Stock-based compensation income tax

benefit 1,58¢ 1,58¢
Employee stock purchaplan purchase 8 (12 202 19C
Restricted stock awart 3 141 (3,259 3,25¢ 0
Common stoclrepurchase: (11€) (3,219 (3,219
Stoclk-based compensatiexpense 1,93¢ 1,93¢
Net income 26,38 26,38:
Balance at January 28, 2012 13,65 (267) $ 137 $ 67,64: $ 222,23! $ (6,330) $ 283,68t

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

January 28 January 29 January 30
2012 2011 2010
Cash Flows From Operating Activiti
Net income $ 26,38: $ 26,82: $ 15,16¢
Adjustments to reconcile net income to net cashkigeal by operating activitie:
Depreciation and amortizatic 14,45( 13,73¢ 14,98:
Stoclk-based compensatic 2,13¢ 5,46¢ 1,64¢
Loss on retirement and impairment of as: 66€ 1,99 22¢
Deferred income taxe 3,04( (1,407 (1,042
Lease incentive 5,90: 2,974 2,211
Other (810) (827) (661)
Changes in operating assets and liabilit
Accounts receivabl (971) (809 961
Merchandise inventorie (24,72¢) (15,477 (7,95¢)
Accounts payable and accrued liabilit 3,96( (2,669 40
Other 84¢€ (390) 2,32:
Net cash provided by operating activit 30,87¢ 29,42 27,89’
Cash Flows From Investing Activiti¢
Purchases of property and equipm (21,260 (14,415 (9,799
Proceeds from sale of property and equipn 5 312 9
Proceeds from note receival 10C 10C 10C
Net cash used in investing activiti (21,155 (14,000 (9,685)
Cash Flow From Financing Activitie
Proceeds from issuance of stc 2,65¢ 73¢ 1,14¢
Excess tax benefits from st-based compensatic 1,25¢ 52C 38t
Common stock repurchas (3,219 (65€) (394
Net cash provided by financing activiti 68¢ 602 1,13¢
Net increase in cash and cash equival 10,40¢ 16,02t 19,35
Cash and cash equivalents at beginning of 60,19: 44,16¢ 24,81"
Cash and Cash Equivalents at End of Y $ 70,60: $ 60,19! $ 44,16¢
Supplemental disclosures of cash flow informat
Cash paid during year for intere $ 264 $ 25z % 181
Cash paid during year for income ta: $ 10,93C $ 17,43: % 7,21¢€
Capital expenditures incurred but not yet $ 2,82 % 2,12 % 264
Supplemental disclosures of r-cash operating and investing activiti
Forgiveness of accounts payable from litigationleetent®) $ 0 $ 0 $ 1,16(
Recording of note receivable from litigation settlent () $ 0 $ 0 $ 1,20(

(MOn May 30, 2009, a settlement with SDI Industrias, (“SDI") was reached. SDI agreed to forego the collecticgheounpaid retainage ai
to pay $1.2 million towards remediation of the digition cente’s material handling syste!

See notes to consolidated financial statements.
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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 wholly+oed subsidiary of SCHC, Inc. (collectively referredas “we”, “our” or “us”). All
intercompany accounts and transactions have bémmated. Our primary activity is the sale of faetar and related products through
retail stores in 32 states within the continentaltéd States in addition to ourcemmerce site, which we launched in the third cpraof fisca
2011.

Note 2 — Summary of Significant Accounting Policies
Fiscal Year

Our fiscal year is a 52/53 week year ending onShtirday closest to January 31. Unless otherwidedstreferences to years 2011, 2010
2009 relate respectively to the fiscal years entdetiary 28, 2012, January 29, 2011, and JanuaB030,

Use of Estimates in the Preparation of ConsolidateBinancial Statements

The preparation of our consolidated financial stegtets in conformity with generally accepted accmgnprinciples, 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 addition ke treported amounts of certain revenues and expeiusethe reporting period. T
assumptions used by management in future estincatdd change significantly due to changes in cirstamces and actual results could d
from those estimates.

Cash and Cash Equivalents

We had cash and cash equivalents of $70.6 millidlaauary 28, 2012 and $60.2 million at January2P91. Credit and debit card receiva
(which generally settle within three days) totali$4.5 million and $5.3 million were included in basquivalents at January 28, 2012
January 29, 2011, respectively.

We consider all certificates of deposit and otheorsterm investments with an original maturity datetlofee months or less to be ¢
equivalents. As of January 28, 2012, all investash was held in two money market accounts. Whéee investments are not considere
management to be at significant risk, they couldfggacted if the underlying financial institutiofesl or are subject to other adverse condit
in the financial markets. To date, we have expegd no loss or lack of access to either investah or cash held in our bank opers
accounts.

Fair Value of Financial Instruments

Our financial assets as of January 28, 2012 andadgr9, 2011 included cash and cash equivaldrtis. carrying value of cash and c
equivalents approximates fair value due to its tstesm nature. We did not have any financial lidiei§ measured at fair value for th
periods. Non-financial assets measured at fainevaicluded on our consolidated balance sheet darofary 28, 2012 were those Idivgd
assets for which an impairment charge has beerrdedo We did not have any ndinancial liabilities measured at fair value foris
period. See Note 3 — “Fair Value Measurementsfdaher discussion.

Merchandise Inventories and Cost of Sales

Merchandise inventories are stated at the lowesost or market (LCM) using the first-in, firstdt (FIFO) method. For determining mal
value, we estimate the future demand and relatedosie of merchandise contained in inventorpfahe balance sheet date. The stated:
of merchandise inventories contained on our codatdid balance sheets also includes freight, certain a&liggd overhead costs ¢
reserves. Factors considered in determining ifiouentory is properly stated at LCM includes, amathers, recent sale prices, the leng
time merchandise has been held in inventory, gtiestof various styles held in inventory, seasdpaf merchandise, expected considere
to be received from our vendors and current anceeted future sales trends. We reduce the valueuofinventory to its estimated |
realizable value where cost exceeds the estimatedef selling price. Material changes in the fextoreviously noted could have a signific
impact on the actual net realizable value of oueiriory and our reported operating results.
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Cost of sales includes the cost of merchandise bolging, distribution, and occupancy costs, inlbéneight expense, provision for invent
obsolescence, inventory shrink and credits andvaltiwes from merchandise vendors. With the laurfcbuo ecommerce site in the thi
guarter of fiscal 2011, cost of sales now alsoudek the charges related to our utilization ofiedtharty fulfillment agent in addition to t
freight expense for delivering merchandise to aistemer.

Property and Equipment-Net

Property and equipment is stated at cost. Depgreniand amortization of property, equipment ares&hold improvements are taken or
straightline method over the shorter of the estimated uséfas of the assets or the applicable lease terones used in computil
depreciation and amortization range from two to riiyeyears. Expenditures for maintenance and repaie charged to expense
incurred. Expenditures, which materially incregakies, improve capacities or extend useful livescapitalized. Upon sale or retirement,
costs and related accumulated depreciation or @atian are eliminated from the respective accoant$ any resulting gain or loss is inclu
in operations.

We periodically evaluate our loriyed assets if events or circumstances indicatectrrying value may not be recoverable. The aagryalue
of longived assets is considered impaired when the gagryalue of the assets exceeds the expected feasteflows to be derived from th
use. Assets are grouped, and the evaluation peefiyrat the lowest level for which there are idatile cash flows, which is generally ¢
store level. If the estimated future cash flowsdcostore are determined to be less than the ogriyélue of the storg’assets, an impairmi
loss is recorded for the difference between es@thédir value and carrying value. Assets subjedirpairment are adjusted to estimated
value and, if applicable, an impairment loss iorded in selling, general and administrative expendVe estimate the fair value of our long-
lived assets using store specific cash flow assmptdiscounted by a rate commensurate with tHe ingolved with such assets wr
incorporating marketplace assumptions. Our assomgptand estimates used in the evaluation of impeit, including current and futt
economic trends for stores, are subject to a higgrek of judgment. If actual operating resultsnarket conditions differ from tho
anticipated, the carrying value of certain of ogsets may prove unrecoverable and we may incuttiaddi impairment charges in 1
future. Our evaluations resulted in the recordifighoncash impairment charges of $338,000, $1.7 milliod 90,000 in fiscal years 20
2010 and 2009, respectively.

Insurance Reserves

We self-insure a significant portion of our workecempensation, general liability and employee heedite costs and also maintain insuri

in each area of risk, protecting us from individaatl aggregate losses over specified dollar valWés review the liability reserved for our self-
insured portions on a quarterly basis, taking iodasideration a number of factors, including hisedrclaims experience, severity fact
statistical trends and, in certain instances, valnaassistance provided by independent third @artiSelfinsurance reserves include estim

of claims filed, carried at their expected ultimaé&ttlement value, and claims incurred but notrgported. As of January 28, 2012 and Jar
29, 2011, our selfasurance reserves totaled $2.4 million and $2.Biamj respectively. While we believe that the osed amounts a
adequate, there can be no assurance that changeantmgemens’ estimates will not occur due to limitations irdvgrin the estimatir
process. If actual results are not consistent aithestimates or assumptions, we may be expodeddes or gains that could be material.
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Deferred Lease Incentives

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

Accrued Rent

We are party to various lease agreements, whichinreegcheduled rent increases over the initialdgasm. Rent expense for such leas
recognized on a straightie basis over the initial lease term beginning ¢farlier of the start date of the lease or whenake possession of 1
property. The difference between rent based upbaduled monthly payments and rent expense recedjoiz a straighline basis is record:
as accrued rent.

Revenue Recognition

Revenue from sales of merchandise at our stordidmsais recognized at the time of sale. We regengenue from our eemmerce sale
including shipping and handling fees, based onstimated customer receipt date. Our sales arededexclusive of sales tax. In the reg
course of business, we offer our customers satemntives including coupons, discounts, and freech@rdise. Sales are recorded net of
incentives and returns and allowances. If an itieerinvolves free merchandise, that merchandisedsrded as a zero sale and the cc
included in cost of sales. Gift card revenue t©gnized at the time of redemption.

Consideration Received From a Vendor

Consideration is primarily received from merchaerdisndors. Consideration is either recorded &slaction of the price paid for the vendor’
products and recorded as a reduction of our costatefs or if the consideration represents a reisgnent of a specific, incremental
identifiable cost then it is recorded as an offsghe same financial statement line item.

Consideration received from our vendors includesperative advertising/promotion, margin assistadeejage allowances and rebates e
for a specific level of purchases over a definedgge Consideration principally takes the form ayédits that we can apply against tt
amounts owed.

Consideration received after the related merchantes been sold is recorded as an offset to costles in the period negotiations
finalized. For consideration received on merchsadiill in inventory, the allowance is recordechasduction to the cost of drand inventor
and recorded as a reduction of our cost of saléseaime of sale. Allowances received from vesdepresenting a reimbursement of spe:
incremental and identifiable costs are offset ® same financial statement line item. Should tlevances received exceed the increme
cost then the excess consideration is recordedraedugtion to the cost of dmand inventory and allocated to cost of sales tar&uperiod
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. natgroduction costs are expensed v

incurred and external production costs are expeitséite period the advertisement fitakes place. Advertising expenses included inrgg
general and administrative expenses were $33.5omi$31.1 million and $29.1 million in fiscal yea2011, 2010 and 2009, respectively.
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Segment Information

We have identified each retail store and owosmerce site as individual operating segments:. dparating segments have been aggre:
and are reported as one reportable segment bas#te gimilar nature of products sold, merchandisind distribution processes involv
target customers and economic characteristics.

Income Taxes

We compute income taxes using the asset and tiabilethod, under which deferred income taxes ap®iged for the temporary differenc
between the financial reporting basis and the tsihof our assets and liabilities. We accountuftzertain 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 egpamd penalties, if any, related to uncertairptasitions in income tax expense.

Net Income Per Share

The following table sets forth the computation afte and diluted earnings per share as shown ofatieeof the accompanying conder
consolidated statements of income.

(In thousands except per share data) 2011 2010 2009

Numeratot

Net income $ 26,38: $ 26,82. $ 15,16¢
Less amount allocable to participating securi 554 0 0

Net income available for basic common sh: 25,82¢ 26,82: 15,16¢
Adjustment for dilutive potential common sha 0 0 0

Net income available for diluted common shz $ 25,82¢ $ 26,82. $ 15,16¢

Denominatol

Weighted average common sha- basic 13,01¢ 12,72« 12,51
Adjustment for dilutive potential common sha 113 33€ 147

Weighted average common shares — diluted 13,12¢ 13,06( 12,66(

Net income per common she

Basic $ 1.9¢ $ 211 % 1.21

Diluted $ 197 $ 2.0t $ 1.2C

Our basic and diluted earnings per share are cadpusing the two-class method. The telass method is an earnings allocation
determines net income per share for each classrmafmon stock and participating securities accordngarticipation rights in undistribut
earnings. Non-vested stock awards that includefadeitable rights to dividends are considered ipgrating securities. Per share amount:
computed by dividing net income available to commsbareholders by the weighted average shares ndistaduring each period. Option:
purchase 224,700 shares of common stock for f&@@® were not included in the computation of didughares because the optioazércis:
prices were greater than the average market pfieeirocommon stock for the period. There were nt-dilutive options in fiscal 2011
fiscal 2010.

Stock-Based Compensation

We recognize compensation expense for stock-basedda based on the fair value of the awards. Shasled awards may include st
option grants, stock appreciation rights, restdctock grants and certain transactions undertosk$ased compensation plans. Addition:
we recoghize stockased compensation expense for the discount oeskaltd to employees through our employee stockhase plan. Th
discount represents the difference between theeharice and the employee purchase price. Shasled compensation expense is includ
selling, general and administrative expense.
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We apply an estimated forfeiture rate in calcutptthe stockbased compensation expense for the period. Ramfe#stimates are adjus
periodically based on the extent to which actudkitures differ, or are expected to differ, fromepious estimates.

New Accounting Pronouncements

In May 2011, the Financial Accounting Standards moé'FASB”) issued guidance which amends certain accounting disclosur
requirements related to fair value measurements. f&ir value measurements categorized as Level Bporting entity should disclc
quantitative information of the unobservable inparsl assumptions, a description of the valuati@tgsses and a narrative description o
sensitivity of the fair value to changes in unobiabte inputs. The guidance is effective for inteand annual reporting periods beginning
or after December 15, 2011, with early adoptionhfivited. We do not believe the guidance will havenaterial impact on our consolida
financial position, results of operations or casiws.

Note 3 — Fair Value Measurements

The FASB has established guidance for using fdinevé#o measure assets and liabilities. This guidaonly applies when other stand:
require or permit the fair value measurement ottsand liabilities. It does not expand the usdadf value measurements. A fair ve
hierarchy was established, which prioritizes thguis used in measuring fair value into three bieadls.

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

e Level 2— Quoted prices for identical assets and liabilitresnarkets that are not active, quoted prices iimilar assets and liabilities
active markets or financial instruments for whi@mngicant inputs are observable, either directiyralirectly; and

e Level 3— Prices or valuations that require inputs that ath ignificant to the fair value measurement anobservable

Our financial assets as of January 28, 2012 andadgr?9, 2011 included cash and cash equivalerttgshware valued using the mar

approach. The carrying value of cash and cashvalguits approximates fair value due to its shema nature and is considered a Level 1
value measurement. We did not have any finaniabllities measured at fair value for these periods
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The following table summarizes our cash and caslivatgnts that are measured at fair value on arriecubasis:

Quoted Prices  Significant

in Active Other Significant
Markets for Observable  Unobservable
Identical Asset Inputs Inputs Total Fair
(In thousands (Level 1) (Level 2) (Level 3) Value
As of January 28, 201
Cash and shc-term investment®) $ 66,11( $ 0% 0% 66,11(
Credit and debit card receivablés 4,49; 0 0 4,49;
$ 70,60: $ 0 $ 0% 70,60:
As of January 29, 201
Cash and shc-term investment®) $ 5491t $ 0% 0% 54,91¢
Credit and debit card receivablés 5,27¢ 0 0 5,27¢
$ 60,19 $ 0$ 0% 60,19:

(1) Cash and short-term investments represent dagbsits and shotérm investments held with financial institutiorssich as commerc
paper and money market funds. To date, we haverexmed no loss or lack of access to either imgestsh or cash held in our b
accounts

(2) Our credit and debit card receivables are higlyyit financial assets that typically settle in ldsa@n three day:

From time to time, we measure certain assets at falue on a non-recurring basis, specifically lingd assets evaluated
impairment. Londived assets are reviewed for impairment in acaocdawith current authoritative literature wheneeggents or changes
circumstances indicate that full recoverabilitygigestionable. If the expected future cash flouastee to the londived assets are less than
assets’carrying value, an impairment loss would be recopgaifor the difference between estimated fair valod carrying value. Ass
subject to impairment are adjusted to estimatadvidue and, if applicable, an impairment losseisorded in selling, general and administre
expenses.

Impaired longlived assets were measured at fair value on a nomiag basis using Level 3 inputs as defined ie flair valut
hierarchy. During the fifty-two weeks ended Jagu28, 2012, londived assets held and used with a gross carryinguaitnof $966,000 we
written down to their fair value of $628,000, rés\d in an impairment charge of $338,000, which visluded in earnings for t
period. Subsequent to this impairment, these livegt assets had a remaining unamortized basi84f0$0. During the fiftytwo weeks ende
January 29, 2011, lonlied assets held and used with a gross carryinguamof $8.8 million were written down to their faialue of $7.
million, resulting in an impairment charge of $tifllion, which was included in earnings for the ipet Subsequent to this impairment, tt
long-lived assets had a remaining unamortized d<$500,000.

We did not have any non-financial liabilities meslat fair value for these periods.
Note 4 — Property and Equipment-Net
The following is a summary of property and equipinen

January 28 January 29

(In thousands) 2012 2011

Furniture, fixtures and equipme $ 116,03 $ 108,93t
Leasehold improvemen 68,24¢ 63,39.
Total 184,28( 172,32
Less accumulated depreciation and amortize (115,049 (109,93¢)
Property and equipment — net $ 69,23: $ 62,39:
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Note 5 — Long-Term Debt

We entered into our current unsecured credit ageeéifthe “Credit Agreement@ffective January 20, 2010, which provides for a50.(
million in cash advances and commercial and stamettsrs of credit with borrowing limits based dig#le inventory.

The Credit Agreement contains covenants which ktipu(1) Total ShareholderEquity, adjusted for the effect of any share repases, wi
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 prengdiscal year. We were in complial
with these covenants as of January 28, 2012. Steodefault condition be reported, the lenders praglude additional borrowings and call
loans and accrued interest at their discretion.ofA$anuary 28, 2012, there were $6.0 million iteles of credit outstanding and $44.0 mil
available to us for borrowings under the Creditéament.

The credit facility bears interest, at our optian(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 Fundplag0.50% or (b) the interest rate announced fiiore to time by the agent bank as ifgime
rate” on commercial loans or (2) LIBOR plus 2.25% to 34/%lepending on our achievement of certain perfageariteria. A commitme
fee is charged at 0.40% to 0.55% per annum, depgrati our achievement of certain performance ¢aitem the unused portion of the b
group’s commitment. The Credit Agreement expirgsil/30, 2013.

Note 6 — Leases

We lease all of our retail locations and certaigipoent under operating leases expiring at varitates through fiscal 2023. Various le
agreements require scheduled rent increases oweénitlal lease term. Rent expense for such le&sescognized on a straiglite basis ove
the initial lease term beginning the earlier of #hart date of the lease or when we take possessithre property. The difference between
based upon scheduled monthly payments and renhs@pecognized on a straighite basis is recorded as accrued rent. All casbritive
received from landlords are recorded as deferrednire and amortized over the life of the lease straghtline basis as a reduction of rel
expense.

Certain leases provide for contingent rents thatret measurable at inception. These contingerts r@re primarily based on a percentag
sales that are in excess of a predetermined IeMese amounts are excluded from minimum rent a@dnaluded in the determination of tc
rent expense when it is probable that the expemasebeen incurred and the amount is reasonably asittm Certain leases also con
escalation clauses for increases in operating eostgaxes.

We did not assign any store operating leases diisogl 2011. We remain liable on two assignmaftsperating leases covering former s
locations, which were assigned to third partiegiilor years. The assignments require us to makeneats under the lease agreemen
certain events of default. The maximum potentialoant of future payments (undiscounted) that welccdne required to make under
assignments was approximately $543,000 at Janugr@L2. Both of the assignments remain in eftetil the leases expire in fiscal y
2013. We believe that the likelihood of materiabiliity being triggered under these leases is refratd no liability has been accrued for tl
contingent lease obligations in our consolidatedricial statements as of January 28, 2012.
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Rental expense for our operating leases consisted o

(In thousands

Rentals for real proper
Contingent ren
Equipment rental

Total

Future minimum lease payments at January 28, 2@ asafollows:

(In thousands)

2012
2013
2014
2015
2016
Thereafter to 202

Total

Note 7 — Income Taxes

The provision for income taxes consisted of:

(In thousands)

Current:
Federal
State

Total current

Deferred:
Federal
State

Total deferred

Total provision

2011 2010 2009
$ 49,32¢ % 47,74 $ 47,29:
15€ 13¢€ 52
112 13z 334
$ 49,597 $ 48,01: $ 47,67¢
Operating
Leases
$ 51,51(
43,90¢
34,47(
34,76:
33,06(
105,55
2011 2010 2009
$ 11,31¢ % 15,51« $ 9,18¢
1,21( 1,36( 1,68:
12,52¢ 16,87 10,87!
2,91¢ (1,220 (1,134
122 (1893 92
3,04( (1,409 (1,042)
$ 15,56¢ $ 1547, $ 9,82¢

We realized a tax benefit of $1.6 million, $626,G0@ $376,000 in fiscal years 2011, 2010 and 2@8Hectively, as a result of the exercis
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 isofiews:

Fiscal year:

U.S. Federal statutory tax re

State and local income taxes, net of federal tavefi

Other
Effective income tax rate

2011 2010 2009
35.0% 35.0% 35.0%
3.2 2.8 7.1
(1.7) 1.2) 2.9)
37.1% 36.6% 39.2%6
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We recorded $328,000, $222,000 and $304,000 irrdédenployment related tax credits in fiscal 202210 and 2009, respectively. Eacl
these credits reduced our effective tax rate irréspective years. In both fiscal 2011 and fi2€Hl0, we recognized a decrease in our stat
local income tax rate due to favorable settlemeiitts certain taxing authorities.

Deferred income taxes are the result of temporaffegrdnces in the recognition of revenue and expefts tax and financial reporti
purposes. The sources of these differences artaxheffect of each are as follows:

January 28, January 29,

(In thousands) 2012 2011

Deferred tax asset
Accrued ren $ 2,301 $ 1,95¢
Accrued compensatic 2,84¢ 2,39:
Accrued employee benefi 1,092 3,01z
Inventory 862 87t
Self-insurance reserve 587 551
Lease incentive 4,941 2,892
Unrecognized tax benefi 39 32¢
State bonus depreciation back 42€ 27¢
Other 367 29€
Total deferred tax assets 13,46¢ 12,58

Deferred tax liabilities

Depreciatior 12,05¢ 8,21
Capitalized costs 84C 76C
Total deferred tax liabilities 12,89¢ 8,971
Net deferred tax ass 56€ 3,60¢
Less current deferred income tax benefit (2,496 (4,275
Long-term deferred income tax $ (1,930 $ (669)

As of January 28, 2012, we had no available steteitedits that could be carried forward.

Our unrecognized tax liabilities, as discussed wel®late to tax years encompassing our fiscalsy@899 through 2011, the tax years
remain subject to examination by major tax juriidits as of January 28, 2012. A reconciliatiorthef beginning and ending amount for
unrecognized tax positions, which exclude inteagst penalties, is as follows:

(In thousands 2011 2010 2009

Beginning balanc $ 69z $ 1,357 $ 1,13¢
Increase— tax positions in prior perio 0 0 15C
Decrease- tax positions in prior perio (339 (617) 0
Gross increase- current period tax positior 0 10C 17¢
Decreases related to settlements with taxing aitiger (28E) (147) (107)

Ending balanc $ 69 $ 69z $ 1,357

We have recorded $142,000 in unrecognized taxliliaisi as of January 28, 2012 in Other liabilitms the Consolidated Balance Sheets.
liability is comprised of $69,000 related to unrgoized tax positions, $38,000 related to accruedrést and $35,000 related to acci
penalties. Our policy is to record interest andgtgrexpense related to income taxes as a compaof@mtome tax expense in the Consolid.
Statements of Income. If our uncertain tax posgibecome recognizable, the amount would affecefiactive 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 Retiremer
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 therédaéint Plan is a 401(k) plan under which an em@oyay contribute up to 20%
earnings with us matching the first 4% at a rat&Gsfo.

Our contributions to the participantatcounts become fully vested when the participaathes their third anniversary of employment
us. Contributions charged to expense were $591 818,000 and $445,000 in fiscal years 2011, 201D2009, respectively.

Stock Purchase Plan

On May 11, 1995, our shareholders approved the Slaoeival, Inc. Employee Stock Purchase Plan (8te¢k Purchase Plangs adopted t
our Board of Directors on February 9, 1995. ThecktPurchase Plan reserves 300,000 shares of ounen stock (subject to adjustment
any subsequent stock splits, stock dividends arndineother 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.yémder the plan, 8,400, 8,300 and 13,400 share®mmon stock were purchasec
participants in the plan and proceeds to us forstile of those shares were approximately $190$060,000 and $150,000 for fiscal ye
2011, 2010 and 2009, respectively. At

January 28, 2012, 98,035 shares of unissued corstook were reserved for future purchase under thekSPurchase Plan.

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

(In thousands 2011®W 2010 2009
Stock-based compensation expense before the recognizeahintax benef(2 $ 34 $ 28 % 26
Income tax benef $ 13 $ 11 $ 10

(1) Income tax benefit was calculated using an adjustfedtive tax rate. The adjusted rate removesakeffects from the favorab
resolution of certain tax positior

(2) Amounts are representative of the 15% discount eyegls 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 eygi@ponsored 401(k) plan. Participants in tha plact on an annual basis to defer, on a pre
tax basis, portions of their current compensatiotil vetirement, or earlier if so elected. Whiletrrequired to, we can match a portion of
employeestontributions, which would be subject to vestinguieements. The compensation deferred under thisip credited with earnin

or losses measured by the rate of return on invagsrelected by plan participants. The plan iseriily unfunded. Compensation expensi
our match and earnings on the deferred amountsb4@3,000, $879,000 and $621,000 for fiscal 2011028nd 2009, respectively. The t
deferred compensation liability at January 28, 284@ January 29, 2011 was $6.1 million and $4.9anjlrespectively.
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Note 9 — Stock Based Compensation
Compensation Plan Summaries

We have three stock-based compensation plans1988 Stock Option and Incentive Plan (the “1993nBlathe Outside Directors Sto
Option Plan (the “Directors Plan”) and the 2000c&t@ption and 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@sslod common 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 frbair tdate of grant. At January 28, 2012, thereew®®,000 fully vested stock optic
outstanding under the 1993 Plan.

The Directors Plan was approved by our Board oé&ors on March 4, 1999. The plan reserves foraisse 25,000 shares of common s
(subject to adjustment for stock splits, stock diérids and certain other changes to the common)stdltk grants have been made under
plan since fiscal 2006, and it is currently theeimton of the Board of Directors not to grant stagkions under this plan in the future.
January 28, 2012, 11,000 shares of unissued constock were reserved for possible future grantsthede were 7,000 fully vested st
options outstanding under the Directors Plan.

The 2000 Plan was approved by our Board of Diractord shareholders effective June 8, 2000. Clyrght 2000 Plan reserves 2,000,
shares of common stock for stock option and resttistock grants (subject to adjustment for subseigatock splits, stock dividends
certain other changes in the common stock). Audgn28, 2012, 274,544 shares of unissued comnumk stere reserved for future gra
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 awardgad to employees under the 2000 Plan either pest the achievement of specified level
annual earnings per diluted share during a six-peaiod starting from the grant date or were grédustigch that onéhird of the shares wot
vest on each of the first three anniversaries sjles# to the date of the grant. For the perforradrased awards, should the annual eari
per diluted share criteria not be met within theysar period from the grant date, any shares stiliricted will be forfeited. Under the 2(
Plan, both service and performance based awardainaronforefeitable rights to any dividends reeelivAll restricted stock awards issue
date to non-employee Directors vested on Januafitte year following the year of the grant.
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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:

Weighter-
Average Aggregate
Weighted- Remaining Intrinsic
Number of Average Contractual Value
Shares Exercise Price Term (Years (in thousand:
Outstanding at January 29, 2C 342,71t $ 14.7C
Granted 0
Forfeited or expires 0
Exercisec (161,68) 15.24
Outstanding and exercisable at January 28, ! 181,03: $ 14.2% 151 §$ 2,08¢

The total fair value at grant date of previouslynivested stock options that vested was $46,000, 88738d $87,000 during fiscal years 2(
2010, and 2009 respectively.

The following table summarizes information regagdaptions exercised:

(In thousands) 2011 2010 2009

Total intrinsic value®) $ 1,62¢ $ 65€¢ $ 1,29(
Total cash receive $ 246¢ $ 57¢ $ 99¢
Associated excess income tax benefits reco $ 39¢ $ 22C $ 38t

(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 Januar@@R:

Options Outstandin Options Exercisabl
Weighted Weighted
Range of Number Weighted Average Number Average
Exercise of Options Average Exercise of Options Exercise
Price Outstanding Remaining Life Price Exercisable Price
$11.44-12.6 102,53: 16z $ 12.5¢ 102,53: $ 12.5¢
$13.68-17.1: 78,50( 13¢ $ 16.41 78,50C $ 16.41

The following table summarizes information regagdgtock-based compensation expense recognizedifovested options:

(In thousands) 2011®W 2010W 2009
Stock-based compensation expense before the recogmizemhé tax benef $ 22 % 82 $ 84
Income tax benef $ 8 $ 31 % 33

(1) Income tax benefit was calculated using an adjustfedtive tax rate. The adjusted rate removesakeffects from the favorab
resolution of certain tax positior

No stock options were granted during fiscal years 2010 or 2009. As of January 28, 2012, all otibvad vested and therefore
unrecognized compensation expense remained.
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Restricted Stock Awards

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

Weighted-
Number of  Average Grant
Shares Date Fair Value
Non-vested at January 29, 20 391,34¢ $ 19.91
Granted 141,39: 25.6:
Vested (345,310 18.97
Forfeited (2,66¢) 25.7
Non-vested at January 28, 2012 184,76: $ 25.9¢

The total fair value at grant date of previoushnivested stock awards that vested during fiscal 28010 and 2009 was $6.5 million, $
million and $764,000, respectively. The weightagrage grant date fair value of stock awards gohduring fiscal 2010 and fiscal 2009
$21.65 and $12.26, respectively.

The following table summarizes information regagdstock-based compensation expense recognizedduicted stock awards:

(In thousands 20111 2010 2009
Stoclk-based compensation expense bethe recognized income tax bent $ 188: $ 487t $ 781
Income tax benef $ 71z $ 1,851 $ 30¢

(1) Income tax benefit was calculated using anstdf effective tax rate. The adjusted rate remtheetax effects from the favorable
resolution of certain tax positior

The $1.9 million of expense recognized in fiscallRPOwvas comprised of compensation expense of $2lBomioffset by income ¢
$716,000. The income was attributable to the fogarter reversal of the cumulative prior periogiense for performandeased award
which were deemed by management as not probablestihg.

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

As of January 28, 2012, there was approximatelyb $Rillion of unrecognized compensation expense neimz related to both tt
performance-based and service-based vested stock awards. The cost is expected to begnized over a weighted average perio
approximately 2.1 years. This incorporates theemurassumptions of the estimated requisite sepéeisd required to achieve the design
performance conditions for performance-based stwekrds.

CashSettled Stock Appreciation Rights (SARS)

Cash-settled stock appreciation rights (SARs) vggemted to certain non-executive employees in [fi2088. Onethird of the shares of t
underlying SARs vested and became fully exercisableach of the first three grant date anniversaiel were assigned a fiyear term fror
the date of grant. Each SAR entitled the holdpgruexercise, to receive cash in the amount equidilet closing price of our stock on the ¢
of exercise less the exercise price. The maximurouampaid, however, could not exceed 100% of thera@se price. In accordance w
current authoritative guidance, cash-settled SABwlassified as Other liabilities on the Consailidl Balance Sheets.
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The following table summarizes the SARs activity:

Weighted-
Average
Remaining
Weighted- Contractua
Number of Average Term
Shares Exercise Prict (Years)
Outstanding at January 29, 2C 50,68¢ $ 9.72
Granted 0 0.0C
Forfeited or expires (3,16¢) 9.72
Exercisec (47,519 9.72
Outstanding and exercisable at January 28, : 0 $ 0.0C 0.0C

The fair value of liability awards were remeasungsing a trinomial lattice model, at each reporfiegiod until the date of settlement. Incre:
or decreases in stodlased compensation expense was recognized oveesitiag period, or immediately for vested awardseré were n
SARs outstanding as of January 28, 2012.

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

(In thousands) 20111 20100 2009
Stock-based compensation expense before the recognieechéntax benefi $ 197 $ 48: $ 751
Income tax benef $ 74 3% 18t $ 29t

(1) Income tax benefit was calculated using an adjustéective tax rate. The adjusted rate removestéixeeffects from the favorat
resolution of certain tax positior

All remaining SARs were exercised in fiscal 20tferefore as of January 28, 2012 no unrecognizeghensation expense remained.

Note 10 — Litigation Matters

We are involved in various legal proceedings inctdeto the conduct of our business. While theconte of any legal proceeding is alw
uncertain, we do not currently expect that any spobceedings will have a material adverse effectoan consolidated balance she
statements of income, or cash flows.

Note 11 — Related Party Transactions

Our Chairman and principal shareholder and hisasenmembers of LC Footwear, LLC. They also wer@redtolders of PL Footwear, Ir
which during December 2007 became a wholly owndusigiary of LC Footwear, LLC. We purchase namenbranerchandise from L
Footwear, LLC, and PL Footwear, Inc. serves asrgoit agent for us. PL Footwear, Inc. represeatsrua commission basis in dealings
shoe factories in mainland China, where most ofppivate label shoes are manufactured.

No purchases were made from LC Footwear, LLC ioaliyear 2011. Purchases made from LC Footweat Were $50,000 and $8,00C

fiscal years 2010 and 2009, respectively. Commisspaid to PL Footwear, Inc. were $561,000, $688B#nd $763,000 in fiscal years 2(
2010 and 2009, respectively.
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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&010 include results for 13 weeks.

(In thousands, except per share data)

First Second Third Fourth
Fiscal 2011 Quarter Quarter Quarter Quarter
Net sales $ 198,45( $ 166,67: $ 215,47; $ 181,94(
Gross profil 61,76( 46,37 65,15t 51,56
Operating incom 16,13t 4,11¢ 16,87¢ 5,00¢
Net income 9,91¢ 2,71¢ 10,47: 3,27¢
Net income per sha—- Basic $ 077 $ 02C $ 0.7¢ $ 0.24
Net income per sha~ Diluted $ 0.7t % 020 $ 0.7¢ $ 0.2¢

First Second Third Fourth
Fiscal 2010 Quarter Quarter Quarter Quarter
Net sales $ 189,45 $ 165,39: $ 204,44. $ 179,89!
Gross profil 59,27. 46,74° 61,51( 54,01(
Operating incom 14,99: 5,98¢ 14,41 6,991
Net income 9,24 4,11¢ 9,09¢ 4,36(
Net income per sha—- Basic $ 07z $ 03z $ 071 $ 0.3¢
Net income per sha~ Diluted $ 07z $ 03z % 07¢ $ 0.3¢

Note 13 — Subsequent Events

On March 23, 2012, our Board of Directors authatiaethree-fortwo stock split of the shares of our common stedhich will be effected i
the form of a stock dividend. The stock split véhtitle each shareholder of record at the closkeusiness on April 13, 2012 to receive
additional share of common stock for every two shaf common stock owned as of that date, payabkepeil 27, 2012. Upon the completi
of the stock split, our outstanding shares willréase from approximately 13.6 million shares torapimately 20.4 million shares. C
historical share data will be retroactively adjdstgon the completion of the stock split.
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E arnings per share information is provided belowagre-stock split and estimated post-stock pptitforma, unaudited basis.

Pre-stock split (in thousands except per share data

Numerator

Net income available for basic common sh:
Net income available for diluted common she

Denominator

Weighted average common sha- basic
Weighted average common sha- diluted

Net income per common she
Basic
Diluted

Post-stock split, unaudited (in thousands excepspare data)

Numerator

Net income available for basic common sh:
Net income available for diluted common she

Denominator

Weighted average common sha- basic
Weighted average common sha- diluted

Netincome per common sha
Basic
Diluted

47

2011 2010 2009
$ 25,82¢ $ 26,827 % 15,16¢
$ 25,82¢ % 26,82: $ 15,16¢
13,01¢ 12,72« 12,51
13,12¢ 13,06( 12,66(
$ 19t $ 211 $ 1.21
$ 197 $ 208 1.2C
2011 2010 2009
$ 25,82¢ $ 26,827 % 15,16¢
$ 25,82¢ % 26,82: $ 15,16¢
19,52« 19,08¢ 18,77(
19,69 19,59( 18,99:
$ 132 % 141 $ 0.81
$ 131 $ 137 $ 0.8C




Table of Content

SHOE CARNIVAL, INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

(In thousands Balance a Charged tc Credited tc Balance a
Beginning Cost and Costs and End of
Reserve for sales returns and allowances of Period Expense: Expense: Period
Year ended January 30, 20 $ 94 $ 69,62: $ 69,60¢ $ 10€
Year ended January 29, 20 $ 106 $ 80,337 $ 80,33¢ $ 104
Year ended January 28, 20 $ 104 $ 83,81t $ 83,81 $ 10¢

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 Companys management is responsible for establishing andtaiaing adequate internal control over financegorting as defined in Rt
13a15(f) under the Securities Exchange Act of 193#terhal control over financial reporting is a pregelesigned by, or under the supervi
of, the Company’s principal executive and princifia&ncial officers and effected by the Companlipbard of directors, management and «
personnel to provide reasonable assurance regattigngpliability of financial reporting and the peration of financial statements for exte
purposes in accordance with generally accepteduatiog principles and includes those policies armtedures that:

e Pertain to the maintenance of records that inorstsle detail accurately and fairly reflect thengactions and dispositions of the assets
of the Company

e Provide reasonable assurance that transactiome@rled as necessary to permit preparation ahéiial statements in accordance
with generally accepted accounting principles, tivad receipts and expenditures of the Company @irggbmade only in accordance
with authorizations of management and directotthefCompany; an

e Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, os@isposition of the Compa’s
assets that could have a material effect on tfanial statement:

Because of inherent limitations, internal contrekéofinancial reporting may not prevent or detet@statements. Projections of any evalue
of effectiveness to future periods are subjecthi risks that controls may become inadequate becafushanges 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 of

January 28, 2012. In making this assessment, nreamagt used the criteria set forth by the Committe8ponsoring Organizations (“COSP”
of the Treadway Commission in Internal Control-greged Framework. Based on its assessment, maeagidralieves that the Compaay’
internal control over financial reporting was effee as of January 28, 2012.

The Companys internal control over financial reporting as ahdary 28, 2012 has been audited by its indepemdgistered public accounti
firm, Deloitte & Touche LLP, as stated in their ogfp which is included herein.
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Conclusion Regarding the Effectiveness of DisclosarControls and Procedures and Changes in Internal @trol over Financial
Reporting

Our Chief Executive Officer and Chief Financial ©#r have concluded, based on their evaluatiorf as o

January 28, 2012, that our disclosure controlspaondedures are effective to ensure that informateguired to be disclosed by us in the reg
filed or submitted by us under the Securities ExgjgaAct of 1934, as amended, is recorded, process@amarized and reported within
time periods specified in the Securities and Exgea@ommissiors rules and forms, and include controls and proesddesigned to ensi
that information required to be disclosed by ussuth reports is accumulated and communicated tormmagement, including the Ct
Executive Officer and Chief Financial Officer, ggpeopriate to allow timely decisions regarding riegd disclosure.

There has been no significant change in our interoatrols over financial reporting that occurradgridg the quarter ended January 28, :
that has materially affected, or is reasonablyjike materially affect, our internal control oviamancial 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 financggdorting of Shoe Carnival, Inc. and subsidiafitee “Company”)as of January 28, 20:
based on criteria established in Internal Contrdintegrated Framework issued by the Committee ohSping Organizations of the Treadv
Commission. The Compars/’management is responsible for maintaining effecinternal control over financial reporting andr fibs
assessment of the effectiveness of internal comivetl financial reporting, included in the accomyiag Managemen$ Report on Intern
Control Over Financial Reporting. Our responsibilg to express an opinion on the Comparninternal control over financial reporting ba
on our audit.

We conducted our audit in accordance with the stadslof the Public Company Accounting Oversighti8a&@nited States). Those stand:
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal contka@r financial reporting, assessing the
that a material weakness exists, testing and etimaduthe design and operating effectiveness ofiratecontrol based on the assessed risk
performing such other procedures as we consideredssary in the circumstances. We believe thaaudit provides a reasonable basis fol
opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvidi the companyg’ principal executiv
and principal financial officers, or persons pemfarg similar functions, and effected by the companyoard of directors, management,
other personnel to provide reasonable assuraneedieg the reliability of financial reporting anbet preparation of financial statements
external purposes in accordance with generally @edeaccounting principles. A compasyhternal control over financial reporting inclg
those policies and procedures that (1) pertaihearaintenance of records that, in reasonablel gdataurately and fairly reflect the transacti
and dispositions of the assets of the companypi@ide reasonable assurance that transactioneeseded as necessary to permit prepar
of financial statements in accordance with gengatlcepted accounting principles, and that receiptsexpenditures of the company are k
made only in accordance with authorizations of ngan@ent and directors of the company; and (3) peviehsonable assurance regar
prevention or timely detection of unauthorized dsition, use, or disposition of the compasi@ssets that could have a material effect o
financial statements.

Because of the inherent limitations of internal tcohover financial reporting, including the posdétg of collusion or improper managemi
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 aebject to the risk that the controls r
become inadequate because of changes in conditibtigt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the Company maintained, in all mialeespects, effective internal control over fical reporting as of January 28, 2012, b.
on the criteria established in Internal Controllategrated Framework issued by the Committee oihSpong Organizations of the Tread\
Commission.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@nited States), the consolids
financial statements and financial statement sdeeafs of and for the year ended January 28, 201Beo€ompany and our report dated A
12, 2012 expressed an unqualified opinion on tfios@cial statements and financial statement sdeedu

/s/Deloitte & Touche LLP

Indianapolis, Indiana
April 12, 2012
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ITEM 9B. OTHER INFORMATION
None
PART IlI
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 delintjféders under Section 16(a) of |
Exchange Act, is incorporated herein by refereceur definitive Proxy Statement for the 2012 ArinMaeting of Shareholders, to be fi
with the Securities and Exchange Commission putsteaRegulation 14A within 120 days after the ericbor last fiscal year. Informati
concerning our executive officers is included unither caption “Executive Officersit the end of PART I, ITEM 1. BUSINESS of this A
Report on Form 10-K. Such information is incorgedaherein by reference, in accordance with Gerlestfuction 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 Directors, officers amployees, including o
principal executive officer, principal financial fafer, principal accounting officer and controllefhe Code is posted on our websit
www.shoecarnival.com. We intend to disclose anyerdments to the Code by posting such amendmentiomebsite. In addition, a
waivers of the Code for our Directors or executificers will be disclosed in a report on Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item concerninmmeration of our officers and Directors and infatibn concerning material transactions
involving such officers and Directors and Compeiosa€ommittee interlocks, including the Compensat@tommittee Report and the
Compensation Discussion and Analysis, is incorgardierein by reference to our definitive Proxy &tant for the 2012 Annual Meeting of
Shareholders which will be filed pursuant to Regjata14A within 120 days after the end of our lstal 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 authorized
for issuance under equity compensation plans @rparated herein by reference to our definitivexyrStatement for the 2012 Annual Meeting
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 concerningta@ relationships and related transactions aedrtiependence of our Directors is
incorporated herein by reference to our definifivexy Statement for the 2012 Annual Meeting of 8halders, which will be filed pursuant to
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 concerningpipal accountant fees and services is incorpdragzein by reference to our definitive

Proxy Statement for the 2012 Annual Meeting of 8halders, which will be filed pursuant to Regulati®A within 120 days after the end of
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 II, ITEM 8 of this regp:
Report of Independent Registered Public Accourf&imm
Consolidated Balance Sheets at January 28, 2012amdry 29, 201
Consolidated Statements of Income for the yearse@ddnuary 28, 2012, January 29, 2011, and JaB0ag01C
Consolidated Statements of Sharehol Equity for the years ended January 28, 2012, Jar28r2011, and January 30, 2(
Consolidated Statements of Cash Flows for the yeaed January 28, 2012, January 29, 2011, an@dad0, 201(
Notes to Consolidated Financial Stateme
2. Financial Statement Schedu
The following financial statement schedule of SBEa&nival, Inc. is set forth in PART I, ITEM 8 dfis report.
Schedule Il Valuation and Qualifying Accoul
3.  Exhibits:

A list of exhibits required to be filed as parttbfs report is set forth in the Index to Exhibighich immediately precedes si
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 12, 2012 By: /s/ Mark L. Lemonc
Mark L. Lemond
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgé 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 Weavt Chairman of the Board and Direc! April 12, 2012
J. Wayne Weave
/s/ Mark L. Lemonc President, Chief Executive Officer and Director April 12, 2012
Mark L. Lemond (Principal Executive Officer
/s/ James A. Aschlem: Director April 12, 2012
James A. Aschleme
/s/ William E. Bindley Director April 12, 2012
William E. Bindley
/s/ Kent A. Kleeberge Director April 12, 2012
Kent A. Kleeberge
/s/ Gerald W. Schoc Director April 12, 2012
Gerald W. Schoa
/s/ W. Kerry Jackso Executive Vice President - Chief Financial Office April 12, 2012
W. Kerry Jacksotl and Treasurer (Principal Financial Offici
/sl Kathy A. Yearwoo( Senior Vice Presidel- Controller and Chie April 12, 2012
Kathy A. Yearwooc Accounting Officer (Principal Accounting Office
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Exhibit 10-G
SUMMARY COMPENSATION SHEET

The following summarizes certain compensation dewass taken by the Compensation Committee (the "Citteet) and/or the Board
Directors ("Board") of Shoe Carnival, Inc. (the 'f@pany"), with respect to the compensation of then@anys named executive officers ¢
directors.

1. 2012 Base Salary

The Committee increased the base salaries of athef Company's named executive officers to keeph edctheir respective salar
competitive. The following base salaries are effecfor the Company’s named executive officersfiscal 2012:

Base

Name Title Salary
Mark L. Lemond President and Chief Executive Offic $ 810,00(
Timothy T. Bakel Executive Vice Presider $ 455,00(

Store Operation

Executive Vice President - Chief Financial Offieerd $ 465,00(

W. Kerry Jacksol Treasure

Clifton E. Sifford Executive Vice President - $ 480,00(

General Merchandise Manac

Kathy A. Yearwood Senior Vice President — $ 205,00(

Controller and Chief Accounting Offict
2. Grants of Restricted Stock and Stock Options

The Committee approved grants of restricted stoc#llt of the Company's named executive officers atier key personnel under the S
Carnival, Inc. 2000 Stock Option and Incentive Pl&rants to the Company's named executive offisere as follows:

Name Shares Awarde
Mark L. Lemond 25,00(
Timothy T. Baket 17,00(
W. Kerry Jacksol 17,00(
Clifton E. Sifford 17,00(
Kathy A. Yearwooc 5,50(

The restricted shares will vest upon the achieverkspecified levels of annual earnings per didusbare during a six-year period.
3. Annual Incentive Compensation for Fiscal 2012

The Committee established the performance critemia targets for the fiscal 2012 bonus payable doafi 2013 under the Company's 2
Executive Incentive Compensation Plan. The peréore criterion is operating income before bonusersgp. Subjective factors based o
executive's individual performance can reduce a&tetkve's bonus. As Chief Executive Officer, Menhond's bonus target is 80% of his st
but he can earn up to 125% of his salary if alfgrenance targets are met. The bonus target foishde8aker, Jackson, and Sifford is 60¢
their salary but they can earn up to 100% of tealary if all performance targets are met. The bamanget for Ms. Yearwood is 40% of
base salary but she can earn up to 60% of helysakit performance targets are met.




4. Director's Compensation

The Company pays to n@mployee Directors an annual retainer of $20,00e Chairman of the Audit Committee receives addél annuz
compensation of $7,500. The Chairman of the Comgion Committee and the Chairman of the Nominating Corporate Governar
Committee receive additional annual compensatiddbg@00 and the Lead Director receives additionabial compensation of $2,000.

Non-employee Directors receive a per meeting fee dd®Lfor each meeting of the Board and the acconipgrogpmmittee meetings attent
and $1,000 for each committee meeting attendeceinom in which the full Board does not meet. B tommittee meeting is attended
conference call, the non-employee Directors rec&¥g80. The Company reimburses all Directors forehsonable out-gfocket expens
incurred in connection with meetings of the Board.

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




Exhibit 21

SUBSIDIARIES OF SHOE CARNIVAL, INC.

Subsidiary State of Percentage of Ownersh
Incorporation/Organizatio

SCHC, Inc. Delaware 100%

SCLC, Inc. Delaware 100% Owned by SCHC, In
Shoe Carnival Ventures, LL Indiana 100%




Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irRbgistration Statements on Form S-8 (Nos. 333-253333-60114 and 333-117231)
relating to the 2000 Stock Option and IncentivenRIAShoe Carnival, Inc., the Registration Statetmen Form S-8 (Nos. 33-74050 and 333-
44047) relating to the 1993 Stock Option and InigenPlan of Shoe Carnival, Inc., the Registratitat&nent on Form S-8 (No. 33-80979)
relating to the Employee Stock Purchase Plan o&Starnival, Inc., and the Registration Statementsarm S-8 (No. 333-82819 and No. 35-
1736614) relating to the Outside Directors Stoclti@pPlan of Shoe Carnival, Inc. and subsidiariesus reports dated April 12, 2012, relat
to the consolidated financial statements and firzdstatement schedule of Shoe Carnival, Inc.,thedeffectiveness of Shoe Carnival Inc.’s

internal control over financial reporting, appegrin this Annual Report on Form 10-K of Shoe Caahivnc. for the year ended January 28,
2012.

/s/ DELOITTE & TOUCHE LLF

Indianapolis, Indiana
April 12, 2012




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 Forr-K of Shoe Carnival, Inc

Based on my knowledge, this report does notadomny untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ céimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav

(@) Designed such disclosure controls and praesd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémthis report our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyébort based on such
evaluation; ant

(d) Disclosed in this report any change in the regmsanternal control over financial reporting tloatcurred during the registran
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting e

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reportir
to the registrant's auditors and the audit committeregistrant's board of directors (or persorfopming the equivalent functions

(@) All significant deficiencies and materialakmesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefimincial information; an

(b)  Any fraud, whether or not material, thatahxes management or other employees who have disant role in the registrant's
internal control over financial reportin

Date: April 12, 2012 By: /s/Mark L. Lemon

Mark L. Lemont
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. | have reviewed this annual report on Forr-K of Shoe Carnival, Inc
2. Based on my knowledge, this report does notadomany untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav
(@) Designed such disclosure controls and praesd or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa
(b) Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémthis report our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyébort based on such
evaluation; an
(d) Disclosed in this report any change in the regmsanternal control over financial reporting tloatcurred during the registran
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting e
5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over financial reportir
to the registrant's auditors and the audit committeregistrant's board of directors (or persorfopming the equivalent functions
(@) All significant deficiencies and materialakmesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefimincial information; an
(b)  Any fraud, whether or not material, thatahxes management or other employees who have disant role in the registrant's
internal control over financial reportin
Date: April 12, 2012 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 Caahinc. (the "Company") on Form or the period ending January 28, 2012 as
with the Securities and Exchange Commission ordtte hereof (the "Report"), |, 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 Exchangeoh 1934; anc

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: April 12, 2012 By: /s/Mark L. Lemon
Mark L. Lemont

President ar

Chief Executive Office




L
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 Caahinc. (the "Company") on Form or the period ending January 28, 2012 as
with the Securities and Exchange Commission ondtdte hereof (the "Report"), | W. Kerry Jackson, &r&ve Vice President and Ch
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuaBettion 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; anc

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: April 12, 201: By: [s/ W. Kerry Jacksc
W. Kerry Jacksao

Executive Vice President a

Chief Financial Office




