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Shoe Carnival, Inc.
Evansville, Indiana

Annual Report to Securities and Exchange Commission
February 1, 2014

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, thavolve
a number of risks and uncertainties. A number ofdia could cause our actual results, performaackievements or industry results tc
materially different from any future results, perfance or achievements expressed or implied byetf@svardiooking statements. The
factors include, but are not limited to: generadremmic conditions in the areas of the continentaitédl States and Puerto Rico in which
stores are located; the effects and duration ofi@mic downturns and unemployment rates; changéiverall retail environment and m
specifically in the apparel and footwear retailtees; our ability to generate increased sales atstares; the potential impact of national
international security concerns on the retail emvinent; changes in our relationships with key sepgl the impact of competition and prici
our ability to successfully manage and executerarketing initiatives and maintain positive brarergeption and recognition; change
weather patterns, consumer buying trends and dlityao identify and respond to emerging fashioands; the impact of disruptions in
distribution or information technology operatioriee effectiveness of our inventory management;itfygact of hurricanes or other natt
disasters on our stores, as well as on consuméideone and purchasing in general; risks associattddthe seasonality of the retail indus
the impact of unauthorized disclosure or misus@afkonal and confidential information about ourteoeers, vendors and employees;
ability to manage our thirgarty vendor relationships; our ability to succaligfexecute our growth strategy, including the ikaklity of
desirable store locations at acceptable lease teyansability to open new stores in a timely andfipable manner, including our entry i
major new markets, and the availability of suffitidunds to implement our growth plans; higher tlzenticipated costs associated with
closing of underperforming stores; our ability tecsessfully grow our eemmerce business; the inability of manufacturerddliver produc
in a timely manner; changes in the political aneéremic environments in China, Brazil, Europe andtEAsia, where the prima
manufacturers of footwear are located; the impdaegulatory changes in the United States and thevtties where our manufacturers
located; the continued favorable trade relatiortsvben the United States and China and the othertdes which are the major manufactu
of footwear; the resolution of litigation or regtdey proceedings in which we are or may becomeliredy and our ability to meet our lal
needs while controlling costs. See ITEM 1A. RISKGPORS of this report.

ITEM 1. BUSINESS

Shoe Carnival, Inc. is one of the natiemargest family footwear retailers, providing ttenvenience of shopping at any of our more thar
store locations or online. We offer customers abrassortment of moderately priced dress, casubhtrietic footwear for men, women
children with emphasis on national and regional @@rands. We differentiate our retail concept froar competitors’by our distinctive
highly promotional marketing efforts. On averagar stores are 11,000 square feet, generate appatedym$2.4 million in annual sales ¢
carry inventory of approximately 28,800 pairs obsh per location. As of February 1, 2014, we oper876 stores in 32 states and Puerto
and offered online shopping at www.shoecarnival.com

We are an Indiana corporation that was initiallynied in Delaware in 1993 and reincorporated in dndi in 1996. References
“we,”us,™our” and the “Company” in this Annual Rert on Form 10-K refer to Shoe Carnival, Inc. #sdsubsidiaries.

Key Competitive Strengths

We believe our financial success is due to a nurob&ey competitive strengths that make Shoe Caftravdestination of choice for today’
retail consumer.




Distinctive shopping experience

Our stores combine competitive pricing with a hyjghtomotional, instore marketing effort that encourages custometicgaation and inject
fun and surprise into every shopping experience.pidenote a higkenergy retail environment by decorating with exgjtigraphics and bc
colors, and by featuring a stage and mic-persahe$ocal point in each store. With a microphohés tnicperson announces current spec
organizes contests and games, and assists andexiaaatomers with the features and location othardise. Our mic-person offers limited
duration promotions throughout the day, encouragingtomers to take immediate advantage of our vpli@ng. We believe this high
promotional atmosphere results in various competisidvantages, including increased multiple uniéssathe building of a loyal, rept
customer base; the creation of word-of-mouth adbiag; and enhanced sell-through ofs@eason goods. The same excitement and spont
is reflected in our @mmerce site through special promotions and loniilme sales, along with relevant fashion storestdred on our hor

page.
Broad merchandise assortment

Our objective is to be the destination retaileicbbice for a wide range of consumers seeking vphieged, current season name brand
private label footwear. Our product assortmentudek dress and casual shoes, sandals, boots aidé asgortment of athletic shoes for
entire family. Our average store carries approxayaP8,800 pairs of shoes in four general categeriwomen’s, men’s, childres’anc
athletics-which are organized within the store by categony lrand, thus fashioning strong brand statemerttirnmthe aisles. We engage
customers by presenting creative branded merchastidéements and signage upon entering our stéegsbrands are further emphasizec
prominent displays on end caps, focal walls, arttliwithe aisles. These displays may highlight adpob offering of a single vendor, highli¢
sales promotions, advertise promotional pricingrteet or beat competitorsale prices or may make a seasonal or lifestylersent b
highlighting similar footwear from multiple vendorshese visual merchandising techniques make ieeés customers to shop and fo
attention on key name brands. Oucanmerce site offers customers an opportunity tmsh from a large selection of products in allh&
same categories of footwear with a depth of sinescmlors that may not be available in some ofsnaller stores, and introduces our con
to consumers who are new to Shoe Carnival, in bgristing and new markets. Customers who enrolinloyalty program (“Shoe Perksty
register on our website to receive e-mail commuitoareceive periodic personalizedmeil communication from us. This communica
affords us additional opportunity to highlight danoad product assortment.

Value pricing for our customers

Our marketing effort targets moderate income, valgscious consumers seeking name brand footweatlfage groups. We believe that
offering a wide selection of popular styles of nalbbnend merchandise at competitive prices, we géemdnmad customer appeal. Additione
the time conscious customer appreciates the coaweaiof one stop shopping for the entire familyethbr it is at any of our more than .
store locations or online at shoecarnival.com. lge helieve our highly promotional shopping envirent contributes to a reputation of ve
pricing.

Efficient store level cost structure

Our cost efficient store operations and real estatigegy enable us to price products competitivéle achieve low labor costs by hous

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 redutes tevel labor costs as a percentage of saleslod&e stores predominantly in opain-
shopping centers in order to take advantage ofdl@eeupancy costs and maximize our exposure tevaliented shoppers.

Heavy reliance on information technology

We have invested significant resources in infororatechnology. Our proprietary inventory managenssm advanced point-of-sale (“PQS”
systems provide corporate management, buyers angl ianagers with the timely information necessargnonitor and control all phases
operations. The POS provides, in addition to ofeatures, full price management (including pricekloip), promotion tracking capabilities
support of the



spontaneous nature of the in-store price promotjaesltime sales and gross margin by product categomheatstore level and custon
tracking. Using the POS, store managers are abieotutor sales and gross profit margins on a tiea- basis throughout the day. Reactin
sales trends, our migeople use POS reports to choose from among a muwhipeoduct promotions supplied by our centralinegrchandisin
staff.

Our centralized network connects our corporateceffo our distribution center and retail storesavi@ide area network, providing up-tiate
sales and inventory information as required. Oua aearehouse enables our merchandising and stematams staff to analyze sales, ma
and inventory levels by location, by day, down he size of shoe. Using this information, our menchise managers meet regularly v
vendors to compare their product sales, gross maggid return on inventory investment against presly stated objectives. We believe tin
access to key business data has enabled us imitégpdrive annual comparable store sales incseasanage our markdown activity
improve inventory turnover.

Growth Strategy

Our goal is to continue to grow our net sales aachiags by opening additional stores throughout Wimited States and Puerto Rico
growing our eeommerce business. On February 1, 2014, we ope8ii@dtores located across 32 states. Our stoeragad approximate
11,000 square feet, ranging in size from 6,00066@ square feet. Our current store prototyp&zasibetween 8,000 and 12,000 square
depending upon, among other factors, the locatiothe store and the population base we expectttre $o service. Our stores are loci
predominantly in open-air shopping centers. Thessaltea of most stores is approximately 85%of thesgstore size.

Historical Store Cour

Fiscal Years 2013 201z 2011 201( 200¢
Stores open at the beginning of the y 351 327 314 311 304
New store opening 32 31 17 10 16
Store closings 7 7 4 I 9
Stores open at the end of the year 37¢ 351 327 314 311
Stores relocate 9 6 9 3 1
Percentage of store base remod: 9% 5% 8% 4% 1%

Since the launch of our @mmerce site in the fall of fiscal 2011, we haeattued to commit resources to evolve our digitasence ar
provide our customer with the convenience of a Z2iapping environment. We believe our e-commereerspresents an additional lotegr
growth vehicle for us and, along with our socialdiaeefforts, provides us with an opportunity to @icg national brand exposure by introduc
Shoe Carnival to new customers and markets.

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

Increasing market penetration by opening new stisreskey component of our growth strategy. Weedweliour strong unleveraged finan
position provides a solid platform for additionabgth. For fiscal 2013, we opened 32 new storesciogbd seven stores. Approximately ¢
of these new store locations served to fill-in @erunderpenetrated markets with additional stores, withgbal of increasing the performai
of the overall market. The remaining 20% of our retare openings were in seven new smaller marketsfiscal 2014, we expect to of
approximately 30 to 35 stores. Our planned newestéapansion for fiscal 2014 includes locations isgrto fill-in existing markets as well
locations in three new major markets — Buffalo,rDittand Miami.

Critical to the success of opening new storesrigelamarkets or geographic areas is our abilitgltgter stores. In larger markets (populat
greater than 400,000), clustering involves opertiag or more stores at approximately the same tene€, in smaller markets that can ¢
support a single store, clustering involves seekingtions in reasonably close proximity to otheiseng markets. This strategy creates
efficiencies by enabling us to leverage store egpsnvith respect to advertising, distribution arahegement costs. We believe the advantag




of clustering stores in existing markets will lgadcost efficiencies and overall incremental sgla@ss that should more than offset any ad\
effect on sales of existing stores.

We lease all store locations, as we believe theitility afforded by leasing allows us to avoid tieherent risks of owning real est:
particularly with respect to undgerforming stores. Before entering a new marketparorm a market, demographic and competitionyeais
to evaluate the suitability of the potential marlatential store site selection criteria incluaimong other factors, market demographics, ti
counts, the tenant mix of a potential o@nshopping center, visibility within the centardafrom major thoroughfares, overall retail activit
the area and proposed lease terms. The time regoirgpen a store after signing a lease dependmgly upon the property ownearability tc
deliver the premises. After we accept the premiisen the property owner in turnkey condition, we ggenerally open a store within 60 days.

Merchandising and Pricing

We offer a large selection of value priced footwtarthe entire family. Our stores carry an averafj@pproximately 28,800 pairs of sh
featuring a broad assortment of curreagson name brand footwear, supplemented with tpriadoel merchandise. Our stores also ¢
complementary accessories such as handbags, ste#@eras and socks. The mix of merchandise andithrds offered in a particular st
reflect the demographics of each market, among déwgors. Online, we offer a large selection asqurct in all categories with a depth of s
and colors that may not be available in some ofsoualler stores.

Initial pricing levels are typically establishedascordance with the manufactusesuggested retail pricing structure. Subsequetttisanitial
pricing, our buying staff manages our markdown oadebased on product-specific shiteugh rates to achieve liquidation of inventoriyhim
the natural lifecycle of the product. We emphasige value proposition to customers by combiningenir season name brand product
promotional pricing. Our promaotions include botlvedised limited time sale offerings in additionitestore timed specials.

The table below sets forth our percentage of datgsoduct category:

Fiscal Years 2013 2012 2011 2010 2009
Womer's 26% 26% 2€% 26% 26%
Men's 15 15 1€ 16 15
Childrer's @ 18 17 17 17 17
Athletics @ 37 38 37 37 38
Accessories and miscellaneous items 4 4 4 4 4
100C% 10(% 10(% 10(% 100(%

(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. Wsifg
athletic shoes by functionality, such as runnirgsketball or fithess shoes. For the fiscal yeaesgnted, athletic styles, including children’
sizes, have represented approximately half of ootwear sales.

During fiscal 2013, we renewed our focus on growdnig womens category at a rate higher than the balance obthar footwear categorit
We believe that development of new brand relatigosstvill play a vital role in achieving this goalnd we were able to successfully introdu
number of better brands into our fall 2013 wonsemssortment. For fiscal 2014, we planto fund #levery of a meaningful assortment of th
new brands throughout the fiscal year and will targ to work toward our long-term goal of having @obmens category represent 30%
our business.




Building Brand Awareness

Our goal is to communicate a consistent brand imegess all aspects of our operations. We utilizgdesd of advertising mediums ¢
marketing methods to communicate who we are anddhees we offer. Special emphasis is made to lgighbrands as well as specific sty
of product, and visual graphics are used extensinebur stores to emphasize the lifestyle aspettestyles we carry. The use of social m
has become an increasingly important medium indagital marketing efforts, allowing us to directpmmunicate, as well as advertise, to
core customers. For fiscal 2013, approximately 48%ur total advertising budget was directed teion, radio and digital media. Pi
media (including inserts, direct mail and newspaghrertising) and outdoor advertising accountedtierbalance. We make a special effo
utilize the cooperative advertising dollars andlatefal offered by vendors whenever possible. Quifiscal 2014, we plan to modify ¢
marketing strategy to begin incorporating the zaition of advertisements on national cable telewisirhis change in marketing strategy
serve to deliver a balanced mix of both branding) sgasonal product messaging across the year lieginith the Easter selling season.

In addition to a dynamic, lively and fun shoppingerience, we offer our customers our Shoe Perkssvprogram. This program provi
customers with a heightened shopping experiencehwihcludes exclusive offers and personalized agisg. Rewards are earned by ma
purchases either istore or online and through participating in otpeint earning opportunities that facilitate engagatrwith our brand. |
fiscal 2013, through a focused effort on enrollmanthe point-ofsale, our Shoe Perks rewards program membershigethuvith purchas:
from Shoe Perks members increasing to 20% of otrsakes. We believe our Shoe Perks program affasdsremendous opportunity
communicate, build relationships and engage withnoaost loyal shoppers, which we believe will resnltong-term sales gains.

We strive to make each store opening a major retaiht. Major promotions during grand openings p@ak selling periods feature contests
prize giveaways. We believe our grand openings &stpblish the higlenergy, promotional atmosphere that develops d,logpeat custom
base and generates word-of-mouth advertising.

Distribution

We operate a single 410,000 square foot distriputienter located in Evansville, Indiana. Our fagils leased from a third party and
support the processing and distribution needsrmoframum of 460 stores to facilitate future growitle 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-art processing and product movement equipment.fatiéty utilizes cross docking/stc
replenishment and redistribution methods to fiiretproduct requirements. These methods may inaodat verification, price and bar cc
labeling of each unit (when not performed by thenafacturer), redistribution of an order into siasartments (when not performed by
manufacturer) and allocation of shipments to irdlingl stores. Throughout packing, allocating, stpand shipping, our distribution proces
essentially paperless. Merchandise is typicallpgdd to each store location once per week. Foestaithin the continental United State
dedicated carrier, with occasional use of commamiera, handles the majority of shipments. Our sfépts to Puerto Rico are loaded
containerized overseas shipment, with final delivier a third party provider.

During fiscal 2013, we utilized a third party fliifinent agent located in southwestern Ohio to prexadmprehensive fulfillment services for
e-commerce site. They were supplied with merchanfia® our distribution center on a weekly basis. iDgrfiscal 2014, we plan to beg
fulfilling our e-commerce orders from both our odistribution center and a percentage of our stores.

Buying Operations
Maintaining fresh, fashionable merchandise is@altto our success. Our buyers stay in touch witiving trends by shopping fashideading

markets, attending national trade shows, gathevemgdor input and monitoring the current styles shmaw leading fashion and lifest
magazines. Management of the purchasing functitimeis




responsibility of our Executive Vice PresidenBeneral Merchandise Manager. Management encousigiesoperations personnel to pro
input to our merchandising staff regarding marletcific fashion trends.

We purchase merchandise from approximately 180nfeat vendors. In fiscal 2013, two branded supplidike USA, Inc. and Skechers U¢
Inc., collectively accounted for over 38% of outt sales. Nike USA, Inc. accounted for over 28%of pet sales and Skechers USA,
accounted for approximately 10%lame brand suppliers also provide us with cooperatdvertising and visual merchandising funds. gslo
any of our key suppliers in certain product categgoor our inability to obtain name brand or othrrchandise from suppliers at competi
prices could have a material adverse effect onboisiness. As is common in the industry, we do remehany longerm contracts with o
suppliers.

Competition

The retail footwear business is highly competitivée believe the principal competitive factors irr mdustry 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 specific etitaps vary from market to market. We compete withst department stores and traditit
shoe stores by offering competitive prices. We cetmpvith offprice retailers, mass merchandisers and discoargssby offering a wider a
deeper selection of merchandise.

Many of our competitors are significantly largeddmave substantially greater resources. Howevehalieve that our distinctive retail form
in combination with our wide merchandise selectmmpetitive prices and low operating costs, ersabteto compete effectively.

Store Operations

Management of store operations is the responsilafibur Executive Vice PresidenGtore Operations, who is assisted by divisionalagars
regional managers and the individual store germesaiagers. Generally, each store has a general eraaad up to three assistant mana
depending on sales volume. Store operations peesomake certain merchandising decisions necessamakimize sales and profits prima
through merchandise placement, signage and timefyance of slower selling items. Administrativedtions are centralized at the corpao
headquarters. These functions include accountingchgsing, store maintenance, information systeawsjertising, human resourc
distribution and pricing. Management oversightdezommerce is also located at our corporate heattgsa

Employees

At February 1, 2014, we had approximately 5,300 leyges, of which approximately 3,100 were emploged partime basis. The number
employees fluctuates during the year primarily thuseasonality. None of our employees are repreddint a labor union.

We attribute a large portion of our success inawgiareas of cost control to our inclusion of \atty all management level employee:
incentive compensation plans. We contribute ak @ortion of the cost of medical, disability anfé linsurance coverage for those emplo
who are eligible to participate in Compasgensored plans. Additionally, we sponsor retireihpdens that are open to all employees who
met the minimum age and work hour requirements.eiiployees are eligible to receive discounts orchmases from our stores. We cons
our relationship with our employees to be satisfiact

Seasonality

Our quarterly results of operations have fluctuatatd are expected to continue to fluctuate infthiere, primarily as a result of seasc
variances and the timing of sales and costs agsdcigith opening new stores. Neoapital expenditures, such as advertising and (g
incurred prior to the opening of a new store ar@rgéd to expense as incurred. Therefore, our sesitiperations may be adversely affecte
any quarter in which we incur pre-opening expemskded to the opening of new stores.




We have three distinct peak selling periods: Eabt@ck-toschool and Christmas. To prepare for our peak shgpgeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamt&kdown, which could reduce our
sales and gross margins and negatively affect mfitgbility. Our operating results depend sigrafitly upon the sales generated during t
periods.

Trademarks

We own the following federally registered tradensagind service marks: Shoe Carnifaénd associated trade dress and related logo:
Carnival®, Donna Lawrenc® , Victoria Spense? , Innocencé® ,Y-NOT?®, UNRSED®, SolanZ®, Cabrizi® , Shoe Perk§ , WHEN YOU
WANT 2 ®, JUMP BACK IN®, STEP OUT OF BORIN®, and Laces for Learnirf§. We believe these marks are valuable and, accoxd
we intend to maintain the marks and the relatetstegions. We are not aware of any pending claifrisfringement or other challenges to
right to use these marks.

Environmental

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

Available Information

We make available free of charge through the imragtations portion of our website at www.shoeoahcom our annual reports on Form 10
K, our quarterly reports on Form 10-Q, our curnexgorts on Form & and amendments to those reports filed or furmighersuant to Secti
13(a) or Section 15(d) of the Securities Exchangedf 1934, as amended, as soon as reasonablycptdetafter we electronically file su
material with, or furnish it to, the Securities afxichange Commission. We have included our websitlress throughout this filing as tex
references only. The information contained on oebsite is not incorporated into this Form 10-K.

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 79 Chairman of the Board and Direc

Clifton E. Sifford 60 President, Chief Executive Officer, Chief Merchammay Officer and Directa

W. Kerry Jacksol 52 Senior Executive Vice Preside- Chief Operating and Financial Officer and Treas
Timothy T. Bakel 57 Executive Vice Presidel- Store Operation

Carl N. Scibett: 55 Executive Vice Presider- General Merchandise Manag

Kathy A. Yearwooc 47 Senior Vice Presidel- Controller and Chief Accounting Offici

Mr. Weaveris Shoe Carniva$ largest shareholder and has served as Chairmtoe &@oard since March 1988. From 1978 until Fetyr:
1993, Mr. Weaver had served as president and ekexfutive officer of Nine West Group, Inc., a desig developer and marketer of worren’
footwear. He has over 40 years of experience irfdb&wvear industry. Mr. Weaver is a former directdrNine West Group, Inc. Mr. Weay
served as chairman and chief executive officemokgonville Jaguars, LTD until January 2012.




Mr. Sifford has been employed as President, Chief Executivieedfand Chief Merchandising Officer and has serasda Director sin
October 2012. From June 2001 to October 2012, Wfor8 served as Executive Vice Preside@eneral Merchandise Manager and from /
13, 1997 to June 2001, Mr. Sifford served as Seviice President General Merchandise Manager. Prior to joining us, $ifford served ¢
merchandise manager-shoes for Belk Store Senlites,

Mr. Jacksorhas been employed as Senior Executive Vice Prdsi@mef Operating and Financial Officer and Traassince October 201
From August 2004 to October 2012, Mr. Jackson skageExecutive Vice PresidenChief Financial Officer and Treasurer. From Jun@12@
August 2004, Mr. Jackson served as Senior ViceidRres—Chief Financial Officer and Treasurer. From Septeni996 to June 2001, M
Jackson served as Vice Presiderthief Financial Officer and Treasurer. From Janueg93 to September 1996, Mr. Jackson served as
President -Controller and Chief Accounting Officer. Prior tanliary 1993, Mr. Jackson held various accountirgjtipos with us. Prior 1
joining us in 1988, Mr. Jackson was associated wiplublic accounting firm. He is a Certified Pubiccountant

Mr. Baker has been employed as Executive Vice PresideStbre Operations since June 2001. From March 189tne 2001, Mr. Bak
served as Senior Vice President - Store Operatienosn May 1992 to March 1994, Mr. Baker served & \President Store Operations. Pri
to that time, he served as one of our regional ersa From 1983 to June 1989, Mr. Baker held vari@iail management positions v
Payless ShoeSource.

Mr. Scibettahas been employed as Executive Vice Presidéwneral Merchandise Manager since December 20id. 8 joining us, Mt
Scibetta served as Vice President, Divisional Manclise Managerootwear for Belk, Inc. since 2008. From 2004 t620Mr. Scibetta servi
as Vice President, Divisional Merchandise Mandgawotwear for Parisian Department Stores. From 189800, Mr. Scibetta served as \
President, Divisional Merchandise Manager for SBoeporation of America. Mr. Scibetta began hisitetareer with Wohl Shoe Company
1980.

Ms. Yearwoochas served as Senior Vice Preside@ontroller since March 2011, principal accountofficer since March 2010 and Ck
Accounting Officer since June 2010. From March 28605ugh February 2011, Ms. Yearwood served as Riesident Controller and prior 1
that served as corporate Controller since joiniegnuDecember 2002. Before joining us, Ms. Yearwser/ed in various financial positions
the radio, newspaper and public accounting indest$he is a Certified Public Accountant.

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

(Pursuant to General Instruction G (3) of FormKL,Ghe foregoing information is included as an umbered Item in PART | of this anni
report in lieu of being included in our Proxy Staent for our 2014 Annual Meeting of Shareholders.)

ITEM 1A. RISK FACTORS

Carefully consider the following risk factors antlaher information contained in this annual repeefore making an investment decision \
respect to our common stock. Investing in our comistock involves a high degree of risk. If anyué following risks actually occur, we r
not be able to conduct our business as currendlgr@d and our financial condition and operatingiltescould be materially and advers
affected. See PART | “Cautionary Statement Regaréliorward-Looking Information” at the beginningtbfs Annual Report 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 significaentexpon the level of consumer spending. A nundiefactors may affect the level
consumer spending on merchandise that we offdydimgy, among other things:

e general economic, industry and weather conditi
e unemployment trends and salaries and wage 1



» energy costs, which affect gasoline and home hgatiices;
» the level of consumer det

e consumer credit availability

» real estate values and foreclosure re

» consumer confidence in future economic conditi

* interest rates

» health care cost:

» tax rates and policies; al

» war, terrorism, other hostilities and security cems.

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

We face significant competition in our markets and we may be unable to compete favorably. The retail footwear industry is highly competit
with few barriers to entry. We compete primarilyttwidepartment stores, shoe stores, sporting gotmiess online retailers and m
merchandisers. Many of our competitors are sigaifity larger and have substantially greater finanaeind other resources than we
Economic pressures on or bankruptcies of our caitigetould result in increased pricing pressufss competition could adversely aff
our results of operations and financial conditiorhe future.

Failure to successfully manage and execute our marketing initiatives could have a negative impact on our business. Our success and grov

is partially dependent on generating customeritraff order to gain sales momentum in our stores @rive traffic to our website. Succes:
marketing efforts require the ability to reach ousérs through their desired mode of communicatititizing various media outlets. Met
placement decisions are generally made monthsvarae of the scheduled release date. Our inatditsgccurately predict our consumers
preferences, to utilize their desired mode of comigation, or to ensure availability of advertisedgucts could adversely affect our busii
and operating results.

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 fashionaasdf our customers and provide merchandise thisfisa consumer demand. Our failure
anticipate, identify or react appropriately to chas in consumer fashion preferences may resutivierl sales, higher markdowns to rec
excess inventories and lower gross profits. Combgr# we fail to anticipate or react to consundemand for our products, we may experit
inventory shortages, which would result in losesahnd could negatively affect our customer goddwailr brand image and our profitabili
Moreover, our business relies on continuous chamgéasshion preferences. Stagnating consumer pefeis could also result in lower si
and would require us to take higher markdowns doice excess inventories.

A failureto increase sales at our existing stores may adversely affect our stock price and affect our results of operations. A number of factol
have historically affected, and will continue tdeat, our comparable store sales results, including

* competition;

» timing of holidays including sales tax holida

» general regional and national economic conditi

* inclement weather and/or unseasonable weatherips

e consumer trends, such as less disposable incomi due impact of higher prices on consumer go
» fashion trends

» changes in our merchandise

» our ability to efficiently distribute merchandis
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» timing and type of, and customer response to, &alests, promotional activities or other adverts
» the effectiveness of our inventory managem

* new merchandise introductions; &

e our ability to execute our business strategy eiffebt.

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

We would be adversely affected if our distribution or information technology operations were disrupted. We currently operate a sinc
410,000 square foot distribution center in Evamsyiindiana. Virtually all merchandise received diyr stores and our third party fulfilime
agent for our e-commerce orders is and will be mtpthrough our distribution center. During fis@@ll4, we plan to begin fulfilling our e-
commerce orders from our own distribution centemddition to a percentage of our store locatiord suspend utilization of a third pa
fulfillment agent for our éommerce orders. Our corporate computer netwogksential to our distribution process. If our dlsttion center i
shut down for any reason, such as a natural disggierer outage or terrorist attack, or if our imi@tion technology systems do not ope
effectively, or if we are the target of attackshweaches, we could incur significantly higher comtsl longer lead times associated
distributing our products to our stores. Our insgronly covers costs relating to specified, liahiteatters such as a shutdown due to fire
windstorms, as well as certain cyber security iaotd, but does not cover other events such a®tetar or terrorist attacks. Even in the e\
of a shutdown due to covered matters, we cannateg®u that our insurance will be sufficient, leattthe insurance proceeds will be paid 1
in a timely fashion. Shutdowns or information teglogy disruptions could have an adverse effectroperating and financial performance.

Failure to protect the integrity and security of individually identifiable data of our customers and employees could expose usto litigation and
damage our reputation. We receive and maintain certain personal, senséivé confidential information about our customemsndors an
employees. The collection and use of this infororatis regulated at the international, federal atadeslevels, and is subject to cer
contractual restrictions in third party contradtthough we have implemented processes to colledtmotect the integrity and security of -
personal information, there can be no assurancethig information will not be obtained by unautized persons, or collected or u
inappropriately. If our security and informatiorsggms or the systems of our employees or exteusihéss associates are compromised ¢
employees or external business associates faibmoply with these laws and regulations and this rimfation is obtained by unauthori:
persons, or collected or used inappropriatelypitld negatively affect our reputation, as well as operations and financial results, and ¢
result in litigation or regulatory action against or the imposition of costs, fines or other paealtAs privacy and information security le
and regulations change, we may incur additionatisctmsremain in compliance.

We outsource certain business processes to third-party vendors and have certain business relationships that subject us to risks, including
disruptions in business and increased costs. We outsource some of our business processes tbphity vendors. We make a diligent effol
ensure that all providers of these outsourced sesvare observing proper internal control practibesvever, there are no guarantees
failures will not occur. Failure of third parties provide adequate services or our inability t@aage for alternative providers on favorable te
in a timely manner could disrupt our business,g@ase our costs or otherwise adversely affect asinbas and our financial results.

Failure to maintain positive brand perception and recognition could have a negative impact on our business. Maintaining a good reputation
critical to our business. The considerable exmansi the use of social media over recent yeardritasased the risk that our reputation c
be negatively impacted in a short amount of timhevd are unable to quickly and effectively respemdny incidents negatively impacting
reputation, we may suffer declines in customer lilgyand traffic and we may experience vendor refahip issues and other issues, a
which could negatively affect our financial results

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 agiens or obtain sufficient borrowings under ouisérg credit facility to finance our grow
strategy and meet our other liquidity needs. In
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fiscal 2014, capital expenditures are expectedatge from $32 million to $34 million. Our actualst® may be greater than anticipated.
also require working capital to support inventooy 6éur existing stores. Failure to generate oreraigfficient funds may require us to moc
delay or abandon some of our future growth or edfiere plans. We utilize our existing credit fatilio issue merchandise and special pur
standby letters of credit as well as to fund wogkaapital requirements, as needed. Significantedsas in cash flow from operations ct
result in our borrowing under the credit facility fund operational needs and increased utilizatioletters of credit. If we borrow funds un
our credit facility and interest rates materiatigiiease from present levels, our results coulddberaely affected.

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 2@&lling shoes and related accessories throughwebsite at www.shoecarnival.cc
Although our eeommerce operations are not at this time matemiaklation to our total sales, we anticipate th&t percentage of our se
through our e-commerce site will grow and thusrtbks associated with these operations could havmpact on our overall operations. Our €
commerce operations are subject to numerous Jiistsiding unanticipated operating problems, rel@oa third party computer hardware
software providers and our third party fulfilmesgent, and the need to invest in additional comsytstems. Any significant interruptions
the operations of these third party providers, avieich we have no control, could have a materiakaske effect on our eemmerce busine:
During fiscal 2014, we plan to begin fulfilling oercommerce orders from our own distribution centeadidition to a percentage of our s
locations and suspend utilization of a third pdttfillment agent for our e-commerce orders. Ourogamerce operations involve additic
potential risks that could have an impact on owults of operations including hiring, retaining atmdining personnel to conduct our e
commerce operations, diversion of sales from oarest our ability to manage any upgrades or otbehrtological changes, exposurt
potential liability for online content, risks redat to the failure of the computer systems thatatpevur esommerce site and its related sup
systems, including computer viruses, telecommuitinaiilures and electronic breaks and similar disruptions, and security riskated tc
our electronic processing and transmission of clemfiial customer information. There can be no asme that our eemmerce operations w
achieve growing sales and profitability.

An increase in the cost or a disruption in the flow of imported goods may decrease our sales and profits. We rely on imported goods to sel
our stores. Substantially all of the footwear prtdwe sell is manufactured overseas, including rttexchandise we import directly frc
overseas manufacturers and the merchandise wegsardlom domestic vendors. The primary footwear ufaanturers are located in Chi
Bangladesh, Brazil, Europe and East Asia. A disoapin the flow of imported merchandise or an irase in the cost of those goods |
decrease our sales and profits. In addition, waatocontrol our vendors or their labor and busirm@as&tices. The violation of labor, prod
safety or other laws by one of our vendors couleehen adverse effect on our business.

If imported merchandise becomes more expensivenavailable, the transition to alternative sourcesy mot occur in time to meet ¢
demands. Products from alternative sources mayf lesser quality and more expensive than thosewmeeitly import. Other risks associa
with our use of imported goods include:

» disruptions in the flow of imported goods becau§édactors such as electricity or raw material shges, work stoppages, strik
political unrest and natural disaste

» problems with oceanic shipping, including shippaomntainer shortages and pira

e economic crises and international dispu

e currency exchange rate fluctuatio

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

* import duties, import quotas and other trade sanst

* increases in shipping rates imposed by the -Pacific shipping cartel; ar

« compliance with the laws and regulations, and charng such laws and regulations, in the UnitedeStahd the countries where
manufacturers are located, including but not lichite® requirements relating to shipping securitypdurct safety testing a
environmental requirement
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We may not be able to successfully execute our growth strategy, which could have a material adverse effect on our business, financial
condition and results of operations. We intend to open new stores as a part of our dgreivategy. We may not be able to open all of e
stores contemplated by our growth strategy anahé¢vestores that we open may not be as profitabéxiating stores.

The complexity of our operations and managememtoresibilities will increase as we grow. Our grovstinategy requires that we continuu
expand and improve our operating and financialesgstand expand, train and manage our employee Ibaaddition, as we open new sto
we may be unable to hire a sufficient number oflifjgd store personnel or successfully integraterbw stores into our business.

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

e our ability to locate suitable store sites and iiag® store leases (for new stores and renewal&wamable terms

» the acceptance of the Shoe Carnival concept inmarvkets;

e our ability to provide adequate distribution to pag growth;

» our ability to source sufficient levels of inventdo meet the needs of new stor

» particularly in new markets, our ability to opersafficient number of new stores to provide theicalt mass needed for efficie
advertising and effective brand recogniti

» the availability of financing for capital expendis and working capital requiremer

e our ability to improve costs and timing associatgith opening new stores; al

« the impact of new stores on sales or profitabditgxisting stores in the same marl

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

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 purchasieidnable, name brand and other merchandise giatitive prices from our suppliers.
fiscal 2013, two branded suppliers, Nike USA, land Skechers USA, Inc., collectively accounteddeer 38% of our net sales. Nike U
Inc. accounted for over 28%of our net sales anctiskes USA, Inc. accounted for approximately 10%miarand suppliers also provide
with cooperative advertising and visual merchamgisunds. A loss of any of our key suppliers intaigr product categories or our inability
obtain name brand or other merchandise from supdiecompetitive prices could have a material esbreffect on our business. As is comi
in the industry, we do not have any long-term cacts with our suppliers.

Our quarterly operating results will fluctuate due to seasonality and other factors. Our quarterly results of operations have fluctuated! ar
expected to continue to fluctuate in the futuremprily as a result of seasonal variances and ithing of sales and costs associated
opening new stores. Other factors that may affecjoarterly results of operations include:

» fashion trends

« calendar shifts of holiday or seasonal peric

» the effectiveness of our inventory managem

» weather conditions

* changes in general economic conditions and consspegrding patterns; ai
» actions of competitors or -tenants

We have three distinct peak selling periods: Eabi@ck-toschool and Christmas. To prepare for our peak shgmeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamt&kdown, which could reduce our
sales and gross
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margins and negatively affect our profitability. IGaperating results depend significantly upon thiesgenerated during these periods.

We also increase our inventory levels to offeregybarticularly suited for the relevant seasonh agcsandals in the early summer seaso
boots during the winter season. If the weather itmms for a particular season vary significantlgri those typical for such season, such :
unusually cold early summer or an unusually warmter, consumer demand for the seasonally apprepmarchandise that we have avail
in our stores could be adversely affected and neggtimpact net sales and margins. Lower demamdséasonally appropriate merchan
may leave us with an excess inventory of our sesoappropriate products, forcing us to sell thpeeducts at significantly discounted pri
and adversely affecting our net sales margins gedabing cash flow. Conversely, if weather condisigpermit us to sell our seasonal pro
early in the season, this may reduce inventoryl$eweeded to meet our customerseds later in that same season. Consequentlyesuits o
operations are highly dependent on somewhat peddéetveather conditions and our ability to reactli@anges in weather conditions. If
future quarterly results fail to meet the expeotaiof research analysts, then the market priceio€ommon stock could decline substantially.

If our long-lived assets become impaired, we may need to record significant non-cash impairment charges. Periodically, we review our long-
lived assets for impairment whenever economic eventchanges in circumstances indicate that theyingrvalue of an asset may not
recoverable. Significant negative industry or gaheconomic trends, disruptions to our businessumakpected significant changes or plar
changes in our use of the assets (such as staeatieins or closures) may result in impairment ghar Any such impairment charges
significant, would adversely affect our financialgition and results of operations.

We are subject to periodic litigation and other regulatory proceedings, which could result in the unexpected expenditure of time and
resources. We are a defendant from time to time in lawsuitd esgulatory actions relating to our business. Ruthe inherent uncertainties
litigation and regulatory proceedings, we cannatuaately predict the ultimate outcome of any suobceedings. An unfavorable outca
could have a material adverse impact on our busjrie&ncial condition and results of operatiomsadidition, regardless of the outcome of
litigation or regulatory proceedings, such procegdiare expensive and will require that we devolestantial resources and executive tirr
defend, thereby diverting management’s attentiahrasources that are needed to successfully rubuminess.

Our failure to manage key executive succession and retention and to continue to attract qualified personnel could adversely affect our
business. Our success depends largely on the continued seo¥iour executive management team. Our businestdvbe adversely affectec
we fail to adequately plan for the succession atdntion of our executive management team. Whilehaxe succession plans in place
members of our executive management team, andncento review and update those plans, and we hapdogment agreements with cert
key executive officers, these plans and agreententsot guarantee that the services of our execoffigers will continue to be available to
or that we will be able to find suitable managenmarsonnel to replace departing executives on elyilmasis.

Furthermore, our strategy requires us to contimu&din, motivate and manage our employees andtitacg motivate and retain additio
qualified managerial and merchandising personrwg. dbility to meet our labor needs while contrgjlzosts is subject to external factors ¢
as unemployment levels, prevailing wage rates,thezdre and minimum wage legislation and changiegabraphics. If we are unable
attract and retain quality sales associates andcigement, the ability to meet growth goals or tdansexpected levels of profitability may
compromised.

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

» operating results failing to meet the expectatiofinsecurities analysts or investors in any qua
» downward revisions in securities anal’ estimates

e material announcements by us or our competitoic

» the other risk factors cited in this annual rep
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In the past, companies that have experienced litylati the market price of their stock have beke subject of securities class action litigal
If we become involved in a securities class actitigation in the future, it could result in substal costs and diversion of managen
attention and resources, thus harming our business.

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 evaluateérwemal control over financi
reporting in order to satisfy the requirements e€ti®n 404 of the Sarban@sxley Act of 2002, which requires annual reportsngnageme
regarding the effectiveness of our internal contredr financial reporting and a report by our ingleglent registered public accounting 1
attesting to the effectiveness of our internal manbver financial reporting. We have expended, arpect that we will continue to expe
significant management time and resources docungeratnd testing our internal control over finanai@porting. If we conclude in futu
periods that our internal control over financighogting is not effective, it could result in lostviestor confidence in the accuracy, reliability
completeness of our financial reports. Any suchéveould have a material adverse effect on ouwkgtoice.

We are controlled by our principal shareholder. J. Wayne Weaver, our Chairman of the Board of Ddinescand principal shareholder, and
spouse together own approximately 24.6%of our antBhg common stock. Accordingly, Mr. Weaver iseatdl exert substantial influence o
our management and operations. In addition, hisréists may differ from or be opposed to the intere$ our other shareholders, and
control may have the effect of delaying or prevemt change in control that may be favored by aghareholders.

Provisions of our organizational documents and Indiana law might deter acquisition bids for us. Our Restated Articles of Incorporation i
Indiana corporate laws contain provisions that m@éscourage other persons from attempting to acoeorgrol of us, including, witho
limitation, a Board of Directors that has staggetedns for its members, super majority voting psms, restrictions on the ability
shareholders to call a special meeting of sharenslénd procedural requirements in connection sfthreholder proposals or diret
nominations. The Board of Directors has the authad issue preferred stock in one or more serigisout the approval of the holders of
common stock. Further, Indiana corporate law caostd&iusiness combination provisions that, in gen@rahibit for five years any busine
combination with a beneficial owner of 10% or mofeour common stock unless the holdesicquisition of the stock was approved in adv
by our Board of Directors. Indiana corporate lagoatontains control share acquisition provisiors limit the ability of certain shareholder:
vote their shares unless their control share aitijuisis approved. In certain circumstances, thet fhat corporate devices are in place
inhibit or discourage takeover attempts could redhe market value of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease all existing stores and intend to leakéutllre stores. Approximately 98% of the leasess dar existing stores provide for fix

minimum rentals and approximately 51% provide fontingent rental payments based upon various spédcfercentages of sales ab
minimum levels. Certain leases also contain esocalalauses for increases in minimum rentals, dpegaosts and taxes.
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The following table identifies the number of ounrets in each state and Puerto Rico as of Febry&914:

State/Territory State/Territory
Alabama 11 Montana 3
Arkansas 1C North Caroline 21
Arizona 5 North Dakote 3
Colorado 3 Nebraske 2
Florida 24 Ohio 20
Georgia 1€ Oklahoma 7
Idaho 4 Pennsylvanic 10
lowa 11 Puerto Ricc 7
Illinois 27 South Caroling 12
Indiana 22 South Dakot: 2
Kansas 3 Tennesse 19
Kentucky 12 Texas 47
Louisiana 12 Utah 8
Michigan 8 Virginia 10
Missouri 21 Wisconsin 2
Mississippi 7 West Virginia 5
Wyoming 2
Total Stores 37¢€

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

In June 2006, we entered into an operating leatte avi independent third party to lease our corgohgiadquarters for an initial term of
years, commencing on June 1, 2007. We have thetagéxtend the initial lease term for up to thaglelitional periods of five years each, an
expand the facility by up to 30,000 square feet.

For additional information with respect to our pedjes, see ITEM 1. BUSINESS — “Growth Strategytl dbistribution” as well as PART |
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION AND RESULTS OF OPERATIONS-
“Executive Summary” of this report.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in certain legedceedings in the ordinary course of conductinghusiness. We cannot provide assur
as to the ultimate outcome of any litigation invaly us. The following is a description of pendiriightion that falls outside the scope
litigation incidental to the ordinary course of duusiness. On October 31, 2013, a putative clagsndawsuit was filed against us in the Un
States District Court for the Northern Districtliinois (the “District Court”) captionedNicaj v. Shoe Carnival, Indhe complaint alleged tt
we violated certain provisions of the Fair and Aate Credit Transactions Act of 2003 (FACTA), whiaimended the Fair Credit Report
Act, by printing the month of the expiration dafeoar customerstredit cards on transaction receipts. The plaistifight, among other thin
the designation of this action as a class actiorgveard of monetary damages of between $100 aftd@her violation, counsel fees and ct
and such other relief as the court deemed apptepria

On January 16, 2014, the District Court grantedroation and dismissed the plaintgfaction with prejudice and denied his motion tdityea
class as moot, finding that our actions did notatem FACTA and that our conduct, even if it didlate FACTA, was not willful. On Februg
12, 2014, the plaintiff filed a notice of appealtbé District Courts order with the Seventh Circuit Court of Appedise Court of Appeals h
set a briefing schedule that requires plairgifipening brief be filed no later than May 7, 20A#éthis time, we cannot reasonably estimate
possible loss or range of loss that may result filoisiclaim. There can be no assurance that tiraatk outcome of this lawsuit will not hav
material adverse effect on our financial conditimsults of operations or cash flows.
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ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
PART Il

ITEMS5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information and Holders

Our common stock has been quoted on The NASDAQkSHarket, LLC under the trading symbol “SCVkfnce March 16, 1993. As of Af
4, 2014, there were approximately 164 holders obne of our common stock. We did not sell any uisteged equity securities during fis
2013.

The quarterly intraday high and low trading pridesaddition to dividends per share, were as foiow

Dividends Pe
Fiscal 2013 High Low Share
First Quarte! $ 21.8(C $ 18.9¢ $ 0.0€(1)
Second Quarte 27.21 20.1¢ 0.0¢
Third Quartel 27.9¢ 24.3¢ 0.0€
Fourth Quarte 29.7¢ 23.5¢ 0.0¢
Fiscal 201z
First Quarte! $ 2261 $ 16.4C $ 0.0C
Second Quarte 23.5¢ 19.0¢ 0.05(2)
Third Quartel 24.6¢ 20.8( 0.0t
Fourth Quarte 23.8: 18.8( 1.05(3)

(1) In March 2013, our Board of Directors increased quarterly cash dividend to $0.06 per sh
(2) In June 2012, our Board of Directors declared aost-ever quarterly cash dividend of $0.05 per sh

(3) In December 2012, our Board of Directors approvea jayment of a quarterly cash dividend of $0.0¢
share and a special cash dividend of $1.00 pees

On March 23, 2012, our Board of Directors authatiaethree-fotwo stock split of the shares of our common stedhkich was effected in tl
form of a stock dividend. The stock split entitiegich shareholder of record at the close of busioegspril 13, 2012 to receive one additic
share of common stock for every two shares of comstock owned as of that date, and was paid onl 2pri2012. Upon the completion
the stock split, our outstanding shares increasad fipproximately 13.6 million shares to approxiehaR0.4 million shares. All share and

share amounts in this Annual Report on Form 10:k€ giffect to the stock split and have been adjustedactively for all periods presented.

Cash Dividends

The declaration and payment of any future dividesm@sat the discretion of the Board of Directord aiill depend on our results of operatic
financial condition, business conditions and offaetors deemed relevant by our Board of Direct@us. credit agreement permits the payr
of dividends as long as the dividends distributeadt exceed 30% of our consolidated net incoméh@preceding fiscal year, and in no e
may the total distributions in any fiscal year ee@@5% of the prior yea’ending net worth. The lenders under our crediéemgent consent
to the payment of the special cash dividend in Bdamr 2012, which was in excess of the amount dfidids otherwise permitted to be m
under our credit agreement.
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On March 17, 2014, the Board of Directors approvedpayment of a cash dividend to our sharehoidetse first quarter of fiscal 2014. The
quarterly cash dividend of $0.06 per share wilpae&l on April 21, 2014 to shareholders of recordfahe close of business on April 7, 2014.

Issuer Purchases of Equity Securities

Throughout fiscal 2013, we issued treasury sharesrployees for the exercise of stock options andhfe issuance of restricted stock awz
We also repurchased 46,024 shares of common stoakesult of our withholding shares or allowing employees to deliver shares to us
the income taxes resulting from the vesting ofaiartestricted stock awards. It is our intentiorcemtinue these practices as they relate t
issuance of treasury shares.

On August 23, 2010, our Board of Directors autremtia $25 million share repurchase program, which iwaerminate upon the earlier of
repurchase of the maximum amount or December 3111.28ince then, our Board of Directors has extendedlate of termination to Decem
31, 2014. The purchases may be made in the opeketrarthrough privately negotiated transactiosrftime-totime and in accordance w
applicable laws, rules and regulations. The prograay be amended, suspended or discontinued atimueyand does not commit us
repurchase shares of our common stock. We havesfijrathd intend to continue to fund, the share aase program from cash on hand
any shares acquired will be available for stbelsed compensation awards and other corporate gggpdhe actual number and value o
shares to be purchased will depend on the perfarenahour stock price and other market conditidks . of February 1, 2014, approximat
220,000 shares had been repurchased at an aggcegatd $4.7 million.

The following table summarizes repurchase actighitying the fourth quarter of fiscal 2013:
Issuer Purchases of Equity Securitie

Total Numbel  Approximate

Of Share: Dollar Value

Purchase! of Shares
as Par that May Yet
Total Numbel Average of Publicly Be Purchase

of Shares Price Paic Announcec Under

Period Purchase! per Share Programs?) Programs
November 3, 2013 to November 30, 2( 0 0.0C 0 $ 20,325,00
December 1, 2013 to January 4, 2(1) 1,607 27.5¢ 0 $ 20,325,00
January 5, 2014 to February 1, 2694 114 24.4; 0 $ 20,325,00

1,721 0

(1) Total number of shares purchased representsstalivered to or withheld by us in connectiothvémployee payroll tax withholding

upon the vesting of certain restricted stock awe

(2) On August 23, 2010, our Board of Directors authetia $25 million share repurchase program, which twderminate upon the earliel
the repurchase of the maximum amount or DecembgeP@Ill. The Board of Directors has subsequentlgrelgd the date of terminat

until December 31, 201.

Securities Authorized for Issuance Under Equity Corpensation Plans

The information required by this Item concerningwséies authorized for issuance under our equigng has been incorporated by refer

into PART I, 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 Conditior
Results of Operations as contained in PART Il, ITEMIlong with our consolidated financial statemeamtd notes to those statements inch

in PART Il, ITEM 8 of this report.

(In thousands, except per share and operating data)

Fiscal years? 2013 2012 2011 2010 2009
Income Statement Dat
Net Sales $ 884,78! $ 854,99t $ 762,53 $ 739,18¢ $ 682,42.
Cost of sales (including buying, distribution an

occupancy costs) 625,46¢ 597,52: 537,68: 517,65( 488,81¢
Gross Profit 259,31 257,47 224.,85: 221,53¢ 193,60t
Selling, general and administrative expenses 215,65( 208,98: 182,71t 179,15: 168,47!
Operating incomi 43,66" 48,49 42,137 42,38t 25,13(
Interest incom (12 (32 (79 (16%) (39
Interest expense 17: 273 26¢€ 25¢ 174
Income before income tax 43,50¢ 48,25: 41,95( 42,29; 24,99t
Income tax expense 16,63¢ 18,91°¢ 15,56¢ 15,47: 9,82¢
Net income $ 26,87. $ 29,33¢ & 26,38: $ 26,82: $ 15,16¢
Net income per shar

Basic $ 132 $ 144 % 132 % 141 $ 0.81

Diluted $ 132 $ 14: % 131 % 1371 $ 0.8C
Weighted average share

Basic 19,92¢ 19,91: 19,52- 19,08t 18,77(

Diluted 19,94° 19,97: 19,69:- 19,58 18,99(
Dividends declared per she $ 02¢ $ 118 % 0.0 $ 0.0 $ 0.0C
Selected Operating Dat

Stores open at end of ye 37¢€ 351 327 314 311
Square footage of store space at year enc’s) 4,14 3,82z 3,55¢ 3,39( 3,37
Average sales per store (('s) (@ $ 2,428 $ 2,47¢  $ 2,39 $ 2,38 $ 2,21¢

Average sales per square f(® $ 221 $ 227 $ 221 $ 221 $ 204

Comparable store sal®() 0.C% 4.5% 0.7% 8.2% 3.5%
Balance Sheet Dat

Cash and cash equivalel $ 48,25: $ 45,75¢ $ 70,60: $ 60,19: $ 44,16¢

Total asset $ 436,85. $ 407,19¢ $ 386,56 $ 345,14 $ 311,64:

Long-term debt $ 0 $ 0 $ 0 $ 0 ¢ 0

Total shareholde’ equity $ 316,87. $ 292,36¢ $ 283,68: $ 254.34; $ 221,82

(1) Ouir fiscal year is a 52/53 week year ending onSarirday closest to January 31. Unless otherwédedstreferences to years 2013, 2
2011, 2010, and 2009 relate respectively to theafigears ended February 1, 2014, February 2, 2Rjary 28, 2012, January 29, 2|
and January 30, 2010. Fiscal year 2012 consisté8 wfeeks and the other fiscal years consiste@ oféeks

(2) Selected Operating Data for fiscal 2012 hasilzhusted to a comparable ®2¢ek period ended January 26, 2013. The 53rd weé&da
2012 caused a oneeek shift in our fiscal calendar. To minimize tbect of this fiscal calendar shift on comparabtere sales, o
reported annual comparable store sales resulfssftal 2013 compares the 52-week period ended Beprly 2014 to the 5&eek perio
ended February 2, 2013. Comparable store saldséat 2012 compares the 52-week period ended dp@6a 2013 to the 58+eek perior

ended January 28, 201
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(3) Comparable store sales for the periods indicatelidie stores that have been open for 13 full moptts to the beginning of the peric
including those stores that have been relocaterttmodeled. Therefore, stores opened or closedhglulie periods indicated are
included in comparable store sales. C-commerce sales were included in comparable salest with fiscal 2013.

ITEM7. 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 togetiterour consolidated financial stateme
and notes to those statements included in PARTHEM 8 of this report.

Overview of Our Business

Shoe Carnival, Inc. is one of the natiemargest family footwear retailers, providing ttenvenience of shopping at any of our more thar
store locations or online at shoecarnival.com. &ares combine competitive pricing with a highlpmotional, instore marketing effort th
encourages customer participation and injects futhsarprise into every shopping experience. Weebelthis highly promotional atmosph
results in various competitive advantages, inclgdircreased multiple unit sales; the building dbyal, repeat customer base; the creatic
word-of-mouth advertising; and enhanced sell-thtoafjin-season goods. The same excitement andapeity is reflected in our esmmerc
site through special promotions and limited timkesaalong with relevant fashion stories featureeor home page.

Our objective is to be the destination retaileicbbice for a wide range of consumers seeking vphaed, current season name brand
private label footwear. Our product assortmentudek dress and casual shoes, sandals, boots aité asgortment of athletic shoes for
entire family. Our average store carries approxatya8,800 pairs of shoes in four general categoriomen’s, men’s, childres’anc
athletics. In addition to footwear, our stores gaelected accessory items complementary to tieecfdbotwear. Our eemmerce site offe
customers an opportunity to choose from a largectieh of products in all categories with a deptkines and colors that may not be avall
in some of our smaller stores, and introduces oucept to consumers that are new to Shoe Carmivagth existing and new markets.

Our fiscal year is a 52/53 week year ending onShtirday closest to January 31. Unless otherwéedstreferences to years 2013, 201z
2011 relate respectively to the fiscal years erfeelokuary 1, 2014, February 2, 2013, and Januar@B2. Fiscal year 2012 consisted o
weeks and the other fiscal years consisted of Skaelhe 53rd week in fiscal 2012 caused aweek shift in our fiscal calendar. To minim
the effect of this fiscal calendar shift on compeastore sales, our reported annual comparable sédes results for fiscal 2013, in this Ani
Report on Form 10-K and in our other public disales, compares the 52-week period ended Febru#2@1¥ to the 52veek period ende
February 2, 2013. Comparable store sales for fi20aR compares the 52-week period ended Januar@(2@, to the 52veek period ende
January 28, 2012. As such, changes in comparaire sales are not consistent with changes in et saported for the fiscal periods.

Executive Summary
Fiscal 2013

Our business was presented with two significargéssahallenges during fiscal 2013eeurring unseasonable weather patterns and a ny
consumer faced with continuing economic uncertaiviffile the challenging winter weather experienbgdnuch of the United States dur
December and January is likely the most memoraidealso experienced a slow start to our first eqarague to unseasonably colder, we
weather. This negatively affected the early safeseasonal footwear and athletic shoes and leddectine in comparable store sales for
first quarter.

The sale of spring and summer product fortunatebakated as more seasonable weather patterns afiaéztiwith women’s nomthletic an
children’s footwear serving as primary drivers of our secqndrter comparable store sales gains. This momestntinued into Augus
however, with the negative press surrounding tha deiling and the subsequent government shutdaamg with warm weather patte
throughout our geographic footprint, customer teafi September declined sharply, which in turnategly affected our sales. The combi
arrival of
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cooler fall weather in October and the governmenripening helped reverse the negative third quarteids resulting in us achieving sligt
less than a 1% comparable store sales gain fahittequarter.

November was a strong sales month for us, witmgtitmoot sales driving our comparable store sales glowever, as we entered Decem
we experienced doubldigit traffic declines, which moderated slightlyoand the holiday and then returned through thengalaf fiscal 201
as bitter cold weather and continuing economic ttaggy plagued our customer. Despite the challengesented by the fluctuations
consumer demand, we were able to manage our imiesitand hold selling, general and administratieeases flat as a percentage of sal
the prior fiscal year. Our net sales gains fordis2013 were driven by sales at the 63 new stopesi@d since the beginning of fiscal 2(
Comparable store sales for the 52-week period eRdbduary 1, 2014 were flat compared to the 52-weslod ended February 1, 2013.

Notwithstanding these challenges, we remained ftus building on the solid foundation of our braml made considerable investmer
internal resources along with engaging third-peggource assistance to move forward on a numberyoinitiatives:

» Throughout fiscal 2013, analysis was undertakedriib deeper into the specifics of who our custorigrwhat drives their purche
decisions, and how we can better communicate vii#mt and thus ultimately capture a greater proportb their discretional
spending dollars

» As a result of our continuing market expansion, deeided to modify our marketing strategy and imm@atna new national cat
television advertising strategy. The campaign lailinch in April 2014 and is intended to leveraggamal cable television to incre:
our brand awareness in existing, new and futuré&ketsu

* We transitioned to new leadership for outagrmerce initiative and moved forward on key itities including enhancements to
site to maximize conversion and traffic; enhanceiméa our mobile experience to keep pace with aowig mobile and tabl
customer base; and the exploration of opportunitiesise mobile technology to engage our customdriéevehopping our Shi
Carnival stores. Although our e-commerce operatayesnot at this time material in relation to oet sales, we believe inammerc
represents a valuable Ic-term sales growth vehicle for t

e Through a focused effort on enroliment at thenpoi-sale, our Shoe Perks rewards program membershigethwith purchases frc
Shoe Perks members increasing to 20% of our nes $af fiscal 2013. We believe our Shoe Perks @mgaffords us tremendc
opportunity to communicate, build relationships amjage with our most loyal shoppers, which weebeliwill result in longerm
sales gains

» During fiscal 2013, we renewed our focus on grgvour womers category at a rate higher than the balance obther footwee
categories. We believe that development of newdratationships will play a vital role in achieviriis goal, and we were able
successfully introduce a number of better branttsanr fall 2013 wome’'s assortmen

e During the fall of fiscal 2013, we moved forward anproject to implement sales forecasting and ntavkémization software -
support our work related to the selection of stomations. We made significant progress on thiggetoand anticipate implementi
the software during the first quarter of fiscal 2C

We opened 32 new stores, completed nine relocatiodsclosed seven stores during fiscal 2013. Apprately 80% of these new st
locations served to fill-in certain undpenetrated markets with additional stores, with gbal of increasing the performance of the ov
market. The remaining 20% of our new store openwg® in seven new smaller markets. We continuedestment in our existing brick-and-
mortar store base, focusing on in-store graphios|uding signage updates to focal walls and empls. Additionally, we remodel
approximately 9% of our stores.
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Fiscal 2014

In fiscal 2014, we continue to remain focused amgng our business both through store expansioreahdncing the Shoe Carnival brand.
fiscal 2014, we expect to open approximately 3@%ostores. Our planned new store expansion inclimzgions serving to filln existing
markets as well as locations in three new majoikketar—Buffalo, Detroit and Miami. During fiscal 2014,wésa plan to continue to reinvest
our existing brick-and-mortar store base, focusingn-store graphics, including signage update®tal walls and endaps. Dependent up
successful lease negotiations, we plan to remgabaimately 30 stores during the fiscal year.

Select fiscal 2013 initiatives will remain a predaant focus in fiscal 2014, including:

e Our new national cable television advertising siggt which kicks off in April 2014,is intended teverage national cable televisior
increase our brand awareness in existing, new @tndef markets

e During fiscal 2014, we will continue our evolutimf the omniehannel shopping experience for our customer aad B begi
fulfilling our e-commerce orders from our own distribution centeraddition to a percentage of our store locationd smspen
utilization of a third party fulfillment agent faur e-commerce order:

»  Growing our Shoe Perks membership will remain arijiyi, with a fiscal 2014 goal of doubling our meenship from the end of fisc
2013.

e We plan to fund the delivery of a meaningful assent of our new womeas’better brands through out fiscal 2014 and wifitowe tc
work toward our lon-term goal of having our wom’s category represent 30% of our busin

Critical Accounting Policies

It is necessary for us to include certain judgmentsur reported financial results. These judgmemi®Ilve estimates based in part on
historical experience and incorporate the impacthef current general economic climate and compsuegific circumstances. Howev
because future events and economic conditionsrdweréntly uncertain, our actual results could diffeaterially from these estimates. -
accounting policies that require the more signiftgadgments are included below.

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 footweanfomen, men and children. The cost of our mercisanid determined using the first-in, first-
out valuation method (FIFO). For determining marketue, we estimate the future demand and reladdel wrice of merchandise in «
inventory. The stated value of merchandise invéasocontained on our consolidated balance shestsimtludes freight, certain capitali:
overhead costs and reserves.

We review our inventory at the end of each quadeatetermine if it is properly stated at LCM. Fastoonsidered include, among others, re
sale prices, the length of time merchandise has hed&d in inventory, quantities of the various egyheld in inventory, seasonality of
merchandise, expected consideration to be recédreetd our vendors and current and expected futulesseends. We reduce the value of
inventory to its estimated net realizable value iehepst exceeds the estimated future selling phirchandise inventories as of Februat
2014 and February 2, 2013 totaled $284.8 milliod $872.3 million, respectively, representing apprately 65%and 67% of total ass
Given the significance of inventories to our cordsated financial statements, the determination eifrealizable value is considered to |
critical accounting estimate. Material changeshim fiactors noted above could have a significantichpn the actual net realizable value of
inventory and our reported operating results.

Valuation of Long-Lived Assetd ongdived assets, such as property and equipment dulojetepreciation, are evaluated for impairment

periodic basis if events or circumstances inditlaecarrying value may not be recoverable. Thisuatn includes performing an analysit
the estimated undiscounted future cash flows of the
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longived assets. Assets are grouped and the evalupgdiormed at the lowest level for which there mentifiable cash flows, which
generally at a store level.

If the estimated future cash flows for a storedermined to be less than the carrying value @tbres assets, an impairment loss is reca
for the difference between estimated fair value eatlying value. We estimate the fair value of mngived assets using store specific ¢
flow assumptions discounted by a rate commensuviltethe risk involved with such assets while inpmrating 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 impairmeataatjusted to estimated fair value and, if appleabn impairment loss is recordec
selling, general and administrative expenses. Guglived assets as of February 1, 2014 and Februa2923 totaled $90.2 million and $7
million, respectively, representing approximatell#@and 19% of total assets. From our evaluationfopeed during fiscal 2013 and fis
2012, we recorded impairments of lolipd assets of $947,000 and $425,000, respectivelctual operating results or market condit
differ from those anticipated, the carrying valuecertain of our assets may prove unrecoverableva@dnay incur additional impairme
charges in the future.

Insurance ReserveWe self-insure a significant portion of our wor¥ezompensation, general liability and employee hegdite costs and al
maintain insurance in each area of risk protectingrom individual and aggregate losses over sigecidollar values. We review the liabil
reserved for our selfisured portions on a quarterly basis, taking taosideration a number of factors, including histdrclaims experienc
severity factors, statistical trends and, in cartastances, valuation assistance provided by ieégnt third parties. Our selfsurance reserv
include estimates of both claims filecarried at their expected ultimate settlement vahra claims incurred but not yet reported. A
February 1, 2014 and February 2, 2013, ourisslirance reserves totaled $2.9 million and $2/6amj respectively. While we believe that
recorded amounts are adequate, there can be n@massuhat changes to managenwsstimates will not occur due to limitations irdmrir
the estimating process. If actual results are posistent with our estimates or assumptions, we b@agxposed to future losses or gains
could be material.

Income Taxe— As part of the process of preparing our consolididteancial statements, we are required to estimatecurrent and futu
income taxes for each tax jurisdiction in which weerate. Significant judgment is required in deiamy our annual tax expense i
evaluating our tax positions. As a part of thisqess, deferred tax assets and liabilities are rézed based on the difference betweer
consolidated financial statement carrying amouritsesting assets and liabilities and their respectax basis. Our temporary timi
differences relate primarily to inventory, depreicia, accrued expenses, deferred lease incentivéstackbased compensation. Deferred
assets and liabilities are measured using thedses renacted and expected to be in effect in thesywhen those temporary differences
expected to reverse.

We are also required to make many subjective assomnspand judgments regarding our income tax exgsswhen accounting for uncert
tax positions associated with our income tax f#ing/e must presume that taxing authorities willreiee all uncertain tax positions and 1
they have full knowledge of all relevant informaticHowever, interpretations of guidance surroundimgpme tax laws and regulations
often complex, ambiguous and frequently change tiweg and a number of years may elapse before tecylar issue is resolved. As su
changes in our subjective assumptions and judgmeantsmaterially affect amounts recognized in ounsotidated financial statemer
Although we believe we have adequately providedafbuncertain tax positions, tax authorities coat$ess tax liabilities greater or less
our accrued positions for open tax periods.
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Results of Operations

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

2013 2012 2011
Net Sales 100.(% 100.% 100.(%
Cost of sales (including buying, distribution, atupancy costs) 70.7 69.¢ 70.5
Gross profit 29.2 30.1 29.t
Selling, general and administrative expenses 24.4 24.4 24.C
Operating incom 4.¢ 5.7 5.8
Interest incomt (0.0 (0.0 (0.0)
Interest expense 0.C 0.C 0.C
Income before income tax 4.¢ 5.7 5.k
Income tax expense 1. 288 2.C
Net income 3.C% 3.4% 3.5%

In the regular course of business, we offer outarusrs sales incentives including coupons, dissamd free merchandise. Sales are rec
net of such incentives and returns and allowarl€es incentive involves free merchandise, thatehandise is recorded as a zero sale ar
cost is included in cost of sales. Comparable states for the periods indicated below includeestdhat have been open for 13 full mo
prior to the beginning of the period, including $kostores that have been relocated or remodeledefbine, stores opened or closed during
periods indicated are not included in comparaldeessales. Our e-commerce sales were includednpamble sales starting in fiscal 2013.

2013 Compared to 2012
Net Sale:

Net sales increased $29.8 million to $884.8 millfon fiscal 2013, a 3.5% increase, from net safe$8%5.0 million for fiscal 2012. Of ti
$29.8 million increase in net sales, the 63 newestave opened since the beginning fiscal 2012 ibwried an additional $51.4 million in sal
These increases were partially offset by a $5.f5ianildecline in sales within our comparable stoasébalong with the loss of $5.4 millior
sales from the fourteen stores closed since thimbieg of fiscal 2012. Similar to other retailerge follow the retail calendar, which incluc
an extra week in the fourth quarter of fiscal 2@t 534 week). The loss of this one week of sales in fi@H3 negatively affected our
sales comparison, as approximately $10.7 millionehsales were recorded for this extra week oafig012. Comparable store sales for the 5
week period ended February 1, 2014 remained flabagpared to the 52-week period ended Februar@13.2

Gross Profit
Gross profit increased $1.8 million to $259.3 roifliin fiscal 2013. The gross profit margin in fis813 decreased to 29.3% from 30.1% ir
prior fiscal year. Our merchandise margin decredsdélo while buying, distribution and occupancy spsts a percentage of sales, incre

0.4%. Buying, distribution and occupancy costsdased approximately $6.3 million during fiscal 2Gt8compared to the prior fiscal y
primarily as a result of the operation of additibstare locations.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses isee&6.7 million in fiscal 2013 to $215.7 millidgignificant changes in expense betweel
comparative periods included the following:

* We incurred an additional $10.6 million of expemseing fiscal 2013, as compared to the prior fisezdr, in the operation of n
stores. This increase was net of expense redudborssores that have closed since the beginnirfgscdl 2012

* Incentive compensation, inclusive of stdzksed compensation, decreased $4.5 million inlf&&HE3 as compared to fiscal 2012 w
our financial performance drove material increasgserformanc-based compensatio

* In connection with his retirement, we paid a ¢nee retirement and severance payment of $1.4amilto our former President ¢
Chief Executive Officer in October 2012, which wagluded as incentive compensation in selling, gainand administratiy
expenses. Also included were incentive compensatiqense reductions of approximately $154,000 seali 2012 to reflect tl
forfeiture of certain of his n-vested restricted stock awar

In fiscal 2013, prespening costs included in selling, general and aditiative expenses were $2.1 million, or 0.2% ae@entage of sales,
compared to $2.7 million, or 0.3% as a percentdgales, for fiscal 2012. We opened 32 stores duigtal 2013 at an average cost of $66
as compared to 31 stores last year at an averaget$88,000. Prepening costs, such as advertising, payroll anglgsg incurred prior |
the opening of a new store are charged to expenteiperiod in which they are incurred. The tat@lount of prespening expense incurr
will vary by store depending on the specific mar&etl the promotional activities involved. The desein the average expenditures per
store was primarily the result of decreases irettpenditures for onsite training and support angesing.

The portion of store closing costs and r@ash asset impairment charges included in selfjageral and administrative expenses for fiscal
was $1.2 million or 0.1% as a percentage of sdlbgese costs related to the closing of seven sto@scash asset impairment of cert
underperforming stores and acceleration of expeasssciated with managementetermination to close a store in fiscal 2014 partion o
store closing costs and neash asset impairment charges included in seljjegeral and administrative expenses for fiscal 2042 $646,00!
or 0.1% as a percentage of sales. These costeddtathe closing of seven stores, mash asset impairment of certain underperformioges
and acceleration of expenses associated with maregs determination to close certain underperformimgest in future periods. The timi
and actual amount of expense recorded in closstgra can vary significantly depending, in parttlo@ period in which management comi
to a closing plan, the remaining basis in the fiaedets to be disposed of at closing and the anobamty lease buyout.

Income Taxe

The effective income tax rate for fiscal 2013 w8s2%6 as compared to 39.2% for fiscal 2012. Our igiom for income tax expense is base:
the current estimate of our annual effective tae @nd is adjusted as necessary for quarterly svéihie decrease in our effective tax
between comparative periods was primarily due #® ribndeductible portion of compensation attributabletiie retirement of our form
President and Chief Executive Officer during fis2al.2.

2012 Compared to 2011

Net Sale:

Net sales increased $92.5 million to $855.0 millionfiscal 2012, a 12.1% increase over net sale$igcal 2011. Similar to other retailers,
follow the retail reporting calendar, which inclab@n extra week in the fourth quarter of fiscal 20the 53" week). Net sales
approximately $10.7 million were recorded for thigra week. Of our $92.5 million increase in ndesathe 48 stores opened during fi
2011 and fiscal 2012 and our e-commerce
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operation contributed $59.0 million. Sales increlasgthin our comparable store base by approxima$di®.5 million. Comparable store s
for the 52week period ended January 26, 2013 increased 4B6%&n by an increase in the average unit sellingepof our footwear, whic
was partially offset by a decline in the numberfadtwear units sold. These sales increases wetalhaoffset by a decline in sales of $
million from the 11 stores closed during fiscal 2Gind fiscal 2012.

Gross Profit

Gross profit increased $32.6 million to $257.5 ioillin fiscal 2012. The gross profit margin in 8012 increased to 30.1% from 29.5¢
fiscal 2011. Our merchandise margin increased Gufite buying, distribution and occupancy costsagsercentage of sales, decreased (
Buying, distribution and occupancy costs increagpproximately $8.0 million during fiscal 2012 aswmared to fiscal 2011 primarily a:
result of the operation of additional store locasioHowever, our sales gain enabled us to levatage costs by 0.2% as a percentage of sale

Selling, General and Administrative Expenses

Selling, general and administrative expenses ise@&26.3 million in fiscal 2012 to $209.0 millidBignificant changes in expense betw
the comparative periods included the following:

* We incurred an additional $17.1 million of expemsging fiscal 2012, as compared to fiscal 2011thi operation of new stores
our e-commerce initiative. This increase was net of espaeeductions for stores that closed during fi2€4ll and fiscal 201:

* Incentive compensation, inclusive of stdmksed compensation, increased $5.2 million in fig€d2 as compared to fiscal 2(
primarily due to our improved financial performan

* In connection with his retirement, we paid a dnee retirement and severance payment of $1.4amilto our former President ¢
Chief Executive Officer in October 2012, which wmeluded as incentive compensation in selling, ganand administratiy
expenses. Also included were incentive compensaigpense reductions of approximately $154,000 soali 2012 to reflect tl
forfeiture of certain of his n«-vested restricted stock awar

» We experienced a year-over-year increase inisslfred health care costs of $1.8 million in fis2all2 as compared to fiscal 2C
Costs related to our salisured health care programs are subject to afwigni degree of volatility, especially as it reatto th
frequency of catastrophic claims. Consequentlyaveesubject to a risk of material variances betwepnrting periods

In fiscal 2012, prespening costs included in selling, general and adstiative expenses were $2.7 million, or 0.3% aem@entage of sales,
compared to $1.2 million, or 0.2% as a percentdgmles, for fiscal 2011. We opened 31 stores duistal 2012 as compared to 17 store
fiscal 2011. Predpening costs, such as advertising, payroll angl&s incurred prior to the opening of a new stare charged to expense
the period in which they are incurred. The totabant of preepening expense incurred will vary by store depegdin the specific market a
the promotional activities involved.

The portion of store closing costs and reash asset impairment charges included in selfjegeral and administrative expenses for fiscal
was $646,000, or 0.1% as a percentage of saleseTtmsts related to the closing of seven stores;cash asset impairment of cer
underperforming stores and acceleration of expeasssciated with managementietermination to close certain underperformirayest ir
future periods. In fiscal 2011 we incurred storeseglg costs and notash asset impairment charges of $554,000, or @4 % percentage
sales. These costs related to the closing of fiawes, noncash asset impairment of certain underperformiogestand acceleration of exper
associated with managementietermination to close certain underperformiogest in future periods. The timing and actual amadiexpens
recorded in closing a store can vary significamfpending, in part, on the period in which managen®mmits to a closing plan, 1
remaining basis in the fixed assets to be dispo$ati closing and the amount of any lease buyout.
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Income Taxe

The effective income tax rate for fiscal 2012 wa2% as compared to 37.1% for fiscal 2011. Our igiom for income tax expense is base
the current estimate of our annual effective td& end is adjusted as necessary for quarterly svApproximately 1.3% of the increase in
effective tax rate between comparative periods @ to the nomleductible portion of compensation attributabletite retirement of ol
former President and Chief Executive Officer. Oacdl 2011 effective tax rate included benefitated to the favorable resolution of cer
tax positions, which lowered the effective tax rasecompared to other historical periods.

Liquidity and Capital Resources

Our sources and uses of cash are summarized aw$oll

(In thousands) 2013 2012 2011

Net income $ 26,87. $ 29,33¢ $ 26,38:
Depreciation and amortizatic 17,42¢ 15,95¢ 14,45(
Deferred income taxe (721) (3,349) 3,04(
Lease incentive 8,117 7,18¢ 5,90:
Changes in operating assets and liabili (17,950 (27,396 (20,89)
Other operating activities 4,88( 4,117 1,991
Net cash provided by operating activit 38,62( 25,85( 30,87¢
Net cash used in investing activiti (30,76¢) (25,777) (21,159
Net cash (used in) provided by financing activi (5,357) (24,919 68¢
Net increase (decrease) in cash and cash equis $ 2497 $ (24,846 $ 10,40¢

We anticipate that our existing cash and cash flira operations will be sufficient to fund our pted store expansion along with o
capital expenditures, working capital needs, paémtividend payments, potential share repurchaamed, various other commitments .
obligations, as they arise, for at least the n@xnbnths.

Cash Flow - Operating Activities

Our net cash provided by operating activities wg8.& million in fiscal 2013 as compared to $25.49iom in fiscal 2012. These amounts ref
our income from operations adjusted for re@sh items and working capital changes. Workingtabipcreased to $264.9 million at Februar
2014 from $246.0 million at February 2, 2013. Therent ratio was 4.4 at February 1, 2014 and 4Fehtuary 2, 2013.

Cash Flow - Investing Activities

Our cash outflows for investing activities werenparily for capital expenditures. During fiscal 2018e expended $31.0 million for 1
purchase of property and equipment, of which $26ilBon was for construction of new stores, remauigland relocations. During fiscal 20
we expended $26.0 million for the purchase of prigpand equipment, of which $21.5 million was fanstruction of new stores, remode
and relocations. The remaining capital expenditimdmth periods were for continued investmentgehnology and normal asset replacet
activities.

Cash Flow - Financing Activities

Cash outflows for financing activities have repréged cash dividend payments and share repurch@bases of our common stock car
either acquired as part of a publicly announcedn&ase program or withheld by us in connectioteinployee payroll tax withholding ug
the vesting of restricted stock awards. Historicatlur cash inflows from financing activities harepresented proceeds from the issuan
shares as a result of stock option exercises. Siacal 2008, no stock options have been issue@. fimber and value of stock opti
remaining outstanding as of the end of fiscal 2@1Bnot result in a material amount of cash infewhen exercised.
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During fiscal 2013, net cash used in financing\aiitis was $5.4 million as compared to net cashd usdinancing activities of $24.9 millic
during fiscal 2012. The decrease in cash usedn@nfiing activities was primarily attributable taet$1.00 per share special cash divic
declared and paid in December 2012, which wasemsated in fiscal 2013.

Store Openings and Closings —Fiscal 2013

In fiscal 2013, we opened 32 new stores. On asfiEe basis, the initial inventory investment ftares opened in the continental United Si
averaged $652,000, capital expenditures averagbd,®30 and lease incentives received from landlardsaged $123,000. On a [store
basis, the initial inventory investment for our nsteres in Puerto Rico averaged $903,000, capit#ralitures averaged $1.1 million and ¢
incentives received from landlords averaged $33,00

Pre-opening expenses, including rent, freight, adviedissalaries and supplies, totaled approximataly $illion for fiscal 2013, or an averz
of $107,000 per store. During fiscal 2012 we opeB&dnew stores and expended $4.1 million, or amaaseof $133,000 per store. ~
decrease in the average expenditures per newwtw@rimarily the result of decreases in ppening freight, onsite training and support
advertising.

We closed seven stores during both fiscal 2013fecel 2012, expending approximately $375,000 ichefiscal year. The timing and act
amount of expense recorded in closing an individt@le can vary significantly depending, in panttlee period in which management com
to a closing plan, the remaining basis in the figedets to be disposed of at closing and the mwostred in terminating the lease.

Capital Expenditures — Fiscal 2014

Capital expenditures are expected to be $32 mililo$34 million in fiscal 2014. Of our total capiexpenditures, between $15.5 million .
$17.9 million is expected to be used for new stmestruction, $828,000 will be used for store ratmns and $7.5 million will be used
remodel approximately 8% of our existing store basmase incentives to be received from landlor@sexpected to be approximately 4
million to $9.0 million. The remaining capital exghtures are expected to be incurred for variodgmstore improvements, contini
investments in technology and normal asset replanéractivities. The actual amount of cash requii@dcapital expenditures for st
operations depends in part on the number of nesestupened and relocated, the amount of leasetineshif any, received from landlords ¢
the number of stores remodeled. The number of nere spenings and relocations will be dependenhupmong other things, the availabi
of desirable locations, and the negotiation of ptaiale lease terms and general economic and bssioeslitions affecting consumer spent
in areas we target for expansion.

Store Openings and Closings — Fiscal 2014

Our current store prototype for stores locatechendontinental United States uses between 8,0002000 square feet depending upon, ar
other factors, the location of the store and theufettion base the store is expected to serviceit&apvested in these fiscal 2014 new stort
expected to average approximately $463,000 wittltad incentives averaging $209,000. The averag@litnventory investment is expec!
to range from $483,000 to $670,000 depending orsiteeand sales expectation of the store and ttiiadiof the new store opening. Our r
stores opening in Puerto Rico in fiscal 2014 angeeted to be slightly larger with an initial invent investment of up to $867,000. Car
invested in our Puerto Rican stores is expecteavezage $1.1 million with landlord incentives aygng $287,000. During fiscal 2014,
anticipate opening between 30 and 35 new storesedochting three store locations.

Pre-opening expenses, such as rent, freight, advegtiselaries and supplies, are expected to averggexamately $137,000 per store in fis
2014. This represents an increase of $30,000 aweawerage fiscal 2013 expenditure and is primahby result of an increase in pppening
rent, freight, onsite training and support and aiilsiag.

As we enter fiscal 2014, we currently expect toselmne store. Depending upon the results of leagetiations with certain landlords

underperforming stores, we may increase the numbstore closures in future periods. The timing actlal amount of expense recorde
closing a store can vary significantly dependingpart, on the
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period in which management commits to a closing pilae remaining basis in the fixed assets to bpadied of at closing and the cost incu
in terminating the lease. We will continue to revieur annual store growth rate based on our vieth®internal and external opportunities
challenges in the marketplace.

Dividends

Our Board of Directors approved the payment of fingt-ever quarterly cash dividend to our shareholdersnduhe second quarter of fis
2012. The initial dividend was followed by the apypal and payment of two additional quarterly divide during fiscal 2012, each in
amount of $0.05 per share of common stock. Addiilgnour Board of Directors approved the paymerda special cash dividend of $1.00
share of common stock during December 2012. Irafi213,four quarterly cash dividends, each in dheunt of $0.06 per share, w
approved and paid. In total during fiscal 2013 disdal 2012, we returned $4.9 million and $23.5lioml, respectively, in cash to ¢
shareholders through our quarterly and speciatidivils.

The declaration and payment of any future dividesngsat the discretion of the Board of Directord wiill depend on our results of operatic
financial condition, business conditions and offaetors deemed relevant by our Board of Direct@us. credit agreement permits the payr
of dividends as long as the dividends distributeadt exceed 30% of our consolidated net incoméh@preceding fiscal year, and in no e
may the total distributions in any fiscal year ee@@5% of the prior yeas’ending net worth. The lenders under our credigéegent consent
to the payment of the special cash dividend in b 2012, which was in excess of the amount dtidivds otherwise permitted to be m
under our credit agreement.

Share Repurchase Program

On August 23, 2010, our Board of Directors autremtia $25 million share repurchase program, which iwaerminate upon the earlier of
repurchase of the maximum amount or December 3111.28ince then, our Board of Directors has exteridediate of termination to Decem
31, 2014. The purchases may be made in the opetetrmrthrough privately negotiated transactiomsrnfitime-totime and in accordance w
applicable laws, rules and regulations. The prograay be amended, suspended or discontinued atimeyand does not commit us
repurchase shares of our common stock. We havesfijrathd intend to continue to fund, the share aase program from cash on hand
any shares acquired will be available for stbelsed compensation awards and other corporate gggpdhe actual number and value o
shares to be purchased will depend on the perfaenahour stock price and other market conditigks of February 1, 2014, approximat
220,000 shares had been repurchased at an aggmegatef $4.7 million. The amount that remainedilatée under the share repurch
authorization at February 1, 2014 was $20.3 million

Contractual Obligations

Significant contractual obligations as of Februhy2014 and the fiscal years in which paymentsiaeeinclude:

(In thousands) Payments Due By Fiscal Ye
2015& 2017& 2019 and

Contractual Obligation Total 2014 2016 2018 after
Letters of credi $ 3,29¢ $ 3,29¢ $ — 3 — 3 —
Operating lease 423,91( 56,13: 113,07 102,37 152,32t
Purchase commitmen 323,95 323,23: 64¢ 78 —
Deferred compensation 8,23: 28 — — 8,20¢
Total contractual obligations $ 759,39t $ 382,68¢ $ 113,72. $ 102,45' $ 160,53:

Our unsecured credit agreement provides for ugb®0million in cash advances and commercial aaddiiy letters of credit with borrowi
limits based on eligible inventory. It contains eoants which stipulate: (1) Total Shareholdétguity, adjusted for the effect of any st
repurchases, will not fall below that of the priiscal yearend; (2) the ratio of funded debt plus rent to HEBAI'plus rent will not exceed 2.5
1.0; and (3) cash dividends for a fiscal year wit exceed 30% of consolidated net income for riim@ediately preceding fiscal year, and ir
event may the total distributions in any fiscalyerceed 25% of the prior year’'s ending net worth.
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We were in compliance with these covenants as bfigey 1, 2014. Should a default condition be regghrthe lenders may preclude additit
borrowings and call all loans and accrued inteaesiteir discretion. There were no borrowings @uding under the credit facility and letter:
credit outstanding were $3.3 million at Februarp@14. Estimated interest payments on our lineredit are not included in the above tabl
our line of credit provides for frequent borrowiagd/or repayment activities, which does not lesdlftto reliable forecasting for disclos
purposes. As of February 1, 2014, $46.7 million exailable to us for additional borrowings undes thedit facility.

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

to the speculative nature of premature terminatiorextension. Except for operating leases, thengak included in the “2019 and after
column of the contractual obligations table inclsid@nounts where we are not able to reasonably astithe timing of the potential futt
payments.

See Note 5 — “Long-Term Debt”, Note 6 — “LeasesgtdN7 — “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.

Off-Balance Sheet Arrangements

Except for operating leases entered into in thenabcourse of business, including leases for stanélsequipment, we have not entered intc
off-balance sheet arrangements during fiscal 201fisoal 2012. See Note 6 — “Leasds’ our Notes to Consolidated Financial Staten
contained in PART II, ITEM 8 of this report for ther discussion of our lease obligations.

Seasonality

Our quarterly results of operations have fluctuatett are expected to continue to fluctuate inftitere, primarily as a result of seasc
variances and the timing of sales and costs adsdcigith opening new stores. Noapital expenditures, such as advertising and g
incurred prior to the opening of a new store ar@géd to expense as incurred. Therefore, our segtitiperations may be adversely affecte
any quarter in which we incur pre-opening expemskded to the opening of new stores.

We have three distinct peak selling periods: Eabi@ek-toschool and Christmas. To prepare for our peak shgmeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamtéakdown, which could reduce our

sales and gross margins and negatively affect mfitgbility. Our operating results depend sigrafitly upon the sales generated during t
periods.

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

We are exposed to market risk in that the intgpagtable on our credit facility is based on variabterest rates and therefore is affecte
changes in market rates. We do not use interestderivative instruments to manage exposure toggsmim market interest rates. We hau
borrowings under our credit facility during fis@013 or fiscal 2012.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this item appears beigig on page 32.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balaheets of Shoe Carnival, Inc. and subsidiaties“Company”)as of February 1, 20
and February 2, 2013, and the related consolidste#geéments of income, shareholdezguity, and cash flows for the years ended Febri;
2014, February 2, 2013, and January 28, 2012. Oditsaalso included the financial statement scheedisted in the Index at Item 15. Th
financial statements and financial statement sdeede the responsibility of the Compasyhanagement. Our responsibility is to expre:
opinion on the financial statements and finandiesnent schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on altasis, evidence supporting the amounts and disids in the financial statements. An a
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, tmaricial position of Shoe Carnival, Inc. i
subsidiaries as of February 1, 2014 and Februa2@ 23, and the results of their operations and ttesh flows for the years ended Februa
2014, February 2, 2013, and January 28, 2012, mfiocmity with accounting principles generally actmpin the United States of Ameri
Also, in our opinion, such financial statement siile, when considered in relation to the basic cliaigted financial statements taken
whole, present fairly, in all material respect® thformation set forth therein.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@united States), the Company’
internal control over financial reporting as of Fedry 1, 2014, based on the criteria establishddtarnal Control —Integrated Framewol
(1992)issued by the Committee of Sponsoring Organizatafrithe Treadway Commission and our report datedl AP, 2014 expressed
unqualified opinion on the Company'’s internal cohtiver financial reporting.

/s/ DELOITTE & TOUCHE LLP

Indianapolis, Indiana
April 10, 2014
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Shoe Carnival, Inc.
Consolidated Balance Sheets
(In thousands, except share data)

February 1, February 2,
2014 2013

Assets
Current Assets

Cash and cash equivalel $ 48,25: $ 45,75¢

Accounts receivabl 4,33 2,15:

Merchandise inventorie 284,80: 272,28.

Deferred income taxe 1,20¢ 2,91«

Other 3,91¢ 4,91¢
Total Current Asset 342,51! 328,02.
Property and equipme— net 90,19: 77,36¢
Deferred income taxe 3,42¢ 99¢
Other noncurrent assets 717 811
Total Assets $ 436,85 $ 407,19¢(
Liabilities and Shareholde Equity
Current Liabilities:

Accounts payabl $ 62,67. $ 65,02¢

Accrued and other liabilitie 14,98¢ 16,99¢
Total Current Liabilities 77,65¢ 82,02:
Deferred lease incentivi 24,43( 18,42¢
Accrued ren 9,22¢ 7,47"
Deferred compensatic 8,23: 6,412
Other 434 494
Total Liabilities 119,97¢ 114,82¢
Shareholder Equity:

Common stock, $.01 par value, 50,000,000 sharé®aneéd, 20,482,185 and 20,464,590 shares iss

respectively 20t 20t

Additional paic-in capital 66,60( 66,53

Retained earning 250,07( 228,11:

Treasury stock, at cost, 114 and 124,224 shargsecévely (3 (2,487)
Total Shareholders’ Equity 316,87: 292,36!
Total Liabilities and Shareholders’ Equity $ 436,85, $ 407,19¢

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 arctopancy costs)

Gross profit
Selling, general and administrative expenses

Operating incom
Interest incomt
Interest expense

Income before income tax
Income tax expense

Net income

Net income per shar
Basic
Diluted

Weighted average shar¢
Basic
Diluted

See notes to consolidated financial statements.
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February 1, February 2, January 28,
2014 2013 2012

$ 884,78! 854,99¢ 762,53«
625,46! 597,52: 537,68:
259,31 257,47 224,85!
215,65( 208,98:. 182,71¢

43,66 48,49 42,13"
(12 (32 (79

173 27¢ 26€

43,50¢ 48,25 41,95(

16,63¢ 18,91¢ 15,56¢

$ 26,87 29,33¢ 26,38:
$ 1.3¢ 1.44 1.32
$ 1.3Z 1.4z 1.31
19,92¢ 19,91 19,52¢

19,947 19,97 19,69«



Shoe Carnival, Inc.
Consolidated Statements of Shareholders’ Equity
(In thousands)

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

Balance a
January 29, 201 20,48: (685) $ 20t $ 68,76 $19585. $ (10,48() $ 254,34
Stock option exercise 243 (1,449 3,91z 2,46¢
Stoclk-based compensation income tax ber 1,58¢ 1,58¢
Employee stock purchase plan purchg 12 (12 202 19C
Restricted stock awart (5) 212 (3,259 3,25¢ 0
Shares surrendered by employees to pay taxes ¢

restricted stocl (79 (3,219 (3,219
Stocl-based compensation expel 1,93¢ 1,93¢
Net income 26,38: 26,38
Balance at January 28, 20 20,47¢ (397 20t 67,57« 222,23! (6,33() 283,68«
Stock option exercise 23¢ (1,59¢) 3,817 2,21¢
Dividends paid ($1.15 per shai (23,46() (23,46()
Stoclk-based compensation income tax ber 1,402 1,402
Employee stock purchase plan purchz 11 16 18t 201
Restricted stock awart a3 244 (4,567) 4,561 0
Shares surrendered by employees to pay taxes ¢

restricted stocl 2 (42) (41)
Purchase of common stock for treas (219 (4,675 (4,675
Stocl-based compensation expel 3,70( 3,70(
Net income 29,33¢ 29,33¢
Balance at February 2, 20 20,46 (124 $ 20t $ 66,53: $228,11: $ (2,487 $292,36¢
Stock option exercise 6 1 54 15 69
Dividends ($0.24 per shar (4,919 (4,919
Stoclk-based compensation income tax ber 19¢ 19¢
Employee stock purchase plan purche 5 5 112 96 20¢
Restricted stock awart 6 164 (3,327) 3,32% 0
Shares surrendered by employees to pay taxes ¢

restricted stocl (46) (953 (953
Stocl-based compensation expel 3,02z 3,02:
Net income 26,87 26,87
Balance at February 1, 2014 20,48: 0 $ 205 $ 66,60( $250,07( $ (3) $316,87:

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

Cash Flows From Operating Activiti
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation and amortizatic

Stocl-based compensatic

Loss on retirement and impairment of as:

Deferred income taxe

Lease incentive

Other

Changes in operating assets and liabilii
Accounts receivabl
Merchandise inventorie
Accounts payable and accrued liabilit
Other

Net cash provided by operating activit

Cash Flows From Investing Activitie
Purchases of property and equipm
Proceeds from sale of property and equipn

Proceeds from note receivable

Net cash used in investing activiti

Cash Flow From Financing Activitie
Proceeds from issuance of stc
Dividends paic
Excess tax benefits from st-based compensatic
Purchase of common stock for treas
Shares surrendered by employees to pay taxes wictess stock
Net cash (used in) provided by financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of year

Cash and Cash Equivalents at End of Year

Supplemental disclosures of cash flow informat
Cash paid during year for intere
Cash paid during year for income ta:

Capital expenditures incurred but not yet

See notes to consolidated financial statements.
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February 1, February 2, January 28,
2014 2013 2012

$ 26,87 $ 29,33t $ 26,38:
17,42¢ 15,95¢ 14,45(

3,29t 4,04¢ 2,13t

1,18( 62¢ 66€

(721) (3,347 3,04(

8,112 7,18¢ 5,90:

40¢% (56€) (810

(2,13 47C (972

(12,519 (34,627 (24,726

(4,159 9,26¢ 3,96(

862 (2,509) 84¢€

38,62( 25,85( 30,87¢
(30,96¢) (25,97 (21,26()

0 0 5

20C 20C 10C

(30,76¢) (25,77) (21,159

27¢ 2,42( 2,65¢

(4,867) (23,46() 0

18t 837 1,25¢

0 (4,675 0
(952) (41) (3,219

(5,357) (24,919 68¢

2,497 (24,84¢) 10,40¢

45,75¢ 70,60: 60,19:

$ 48,25 $ 45,75¢ $ 70,60:
$ 17¢  $ 27C % 264
$ 16,89: $ 22,790 $ 10,93(
$ 2,032 % 156z $ 2,82t



Shoe Carnival, Inc.
Notes to Consolidated Financial Statements

Note 1 — Organization and Description of Business

Our consolidated financial statements include tbeoants of Shoe Carnival, Inc. and its whallwned subsidiaries SCHC, Inc. and £
Carnival Ventures, LLC, and SCLC, Inc., a whollysoed subsidiary of SCHC, Inc. (collectively referredas “we”, “our” or “us”). All
intercompany accounts and transactions have baemated. Our primary activity is the sale of foetav and related products through our r
stores in 32 states within the continental Unitadte€s and in Puerto Rico. We also offer online gitagp on our esommerce site

www.shoecarnival.com.

Note 2 — Summary of Significant Accounting Policies
Fiscal Year

Our fiscal year is a 52/53 week year ending onSaturday closest to January 31. Unless otherwédedstreferences to years 2013, 2012
2011 relate respectively to the fiscal years erfeelokuary 1, 2014, February 2, 2013, and Januar@B2. Fiscal year 2012 consisted o
weeks and the other fiscal years consisted of Skae

Use of Estimates in the Preparation of ConsolidateBinancial Statements

The preparation of our consolidated financial stests in conformity with generally accepted accmgnprinciples, in the United States
America, requires management to make estimatesaasumptions that affect the reported amounts diceassets and liabilities as of
financial statement reporting date in additionhe teported amounts of certain revenues and expémisthe reporting period. The assumpt
used by management in future estimates could chsiggéicantly due to changes in circumstances actdal results could differ from thc
estimates.

Cash and Cash Equivalents

We had cash and cash equivalents of $48.3 millidgrelruary 1, 2014 and $45.8 million at Februar2®.3. Credit and debit card receiva
(which generally settle within three days) totalig4.4 million and $4.7 million were included in basquivalents at February 1, 2014
February 2, 2013, respectively.

We consider all shotterm investments with an original maturity datdfoee months or less to be cash equivalents. A=bfuary 1, 2014, a
February 2, 2013, all invested cash was held inomay market account. While investments are notidensd by management to be
significant risk, they could be impacted if the anrging financial institutions fail or are subjeitt other adverse conditions in the finan
markets. To date, we have experienced no loskrofaccess to either invested cash or cash haldr bank accounts.

Fair Value of Financial Instruments and Non-Financal Assets

Our financial assets as of February 1, 2014 anduaep 2, 2013 included cash and cash equivalerits. Chrrying value of cash and c
equivalents approximates fair value due to its tstesm nature. We did not have any financial lialdtmeasured at fair value for these per
Nor-financial assets measured at fair value includedwnconsolidated balance sheet as of Februar@14 and February 2, 2013 were tt
long-lived assets for which an impairment charge been recorded. We did not have any fioancial liabilities measured at fair value
these periods. See Note 3 — “Fair Value Measureshémt further discussion.

Merchandise Inventories and Cost of Sales

Merchandise inventories are stated at the lowerost or market (LCM) using the first-in, firetait (FIFO) method. For determining mai
value, we estimate the future demand and relatedpsige of merchandise contained in
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contied

inventory as of the balance sheet date. The statle@ of merchandise inventories contained on oasglidated balance sheets also incl
freight, certain capitalized overhead costs andmes. Factors considered in determining if ouemury is properly stated at LCM includ
among others, recent sale prices, the length of tinerchandise has been held in inventory, quastdfevarious styles held in inventc
seasonality of merchandise, expected consideraditye received from our vendors and current an@éebepl future sales trends. We reduct
value of our inventory to its estimated net redileavalue where cost exceeds the estimated fuglliags price. Material changes in the fac
previously noted could have a significant impactimm actual net realizable value of our inventargt aur reported operating results.

Cost of sales includes the cost of merchandisg balging, distribution, and occupancy costs, inlibineight expense, provision for invent
obsolescence, inventory shrink and credits andvalhwes from merchandise vendors. With the launcbhunfecommerce site in the thi
quarter of fiscal 2011, cost of sales now alsoudek the charges related to our utilization ofiadtharty fulfilment agent in addition to t
freight expense for delivering merchandise to augteamer.

Property and Equipment-Net

Property and equipment is stated at cost. Depieniand amortization of property, equipment andédmld improvements are taken on
straightline method over the shorter of the estimated uséfas of the assets or the applicable lease tedmses used in computil
depreciation and amortization range from two torttyeyears. Expenditures for maintenance and repa@scharged to expense as incu
Expenditures, which materially increase values,roup capacities or extend useful lives are capidli Upon sale or retirement, the costs
related accumulated depreciation or amortizatian eliminated from the respective accounts and aswulting gain or loss is included
operations.

We periodically evaluate our loriiyed assets if events or circumstances indicatecrrying value may not be recoverable. The cagryilut
of longdived assets is considered impaired when the aagryalue of the assets exceeds the expected feasreflows to be derived from th
use. Assets are grouped, and the evaluation pezthrat the lowest level for which there are idémtile cash flows, which is generally ¢
store level. If the estimated future cash flowsda@tore are determined to be less than the carwglue of the store’assets, an impairment |
is recorded for the difference between estimateédvdue and carrying value. Assets subject to impent are adjusted to estimated fair v
and, if applicable, an impairment loss is recoritedelling, general and administrative expenses.eétanate the fair value of our lotiged
assets using store specific cash flow assumptimeeuainted by a rate commensurate with the riskliebwith such assets while incorpora
marketplace assumptions. Our assumptions and @eimmaed in the evaluation of impairment, includingrent and future economic trends
stores, are subject to a high degree of judgmeéattlual operating results or market condition$edifrom those anticipated, the carrying vz
of certain of our assets may prove unrecoverabdeves may incur additional impairment charges inftitere. Our evaluations resulted in
recording of non-cash impairment charges of $947,8825,000 and $338,000 in fiscal years 2013, 20122011, respectively.

Insurance Reserves

We self-insure a significant portion of our workecempensation, general liability and employee heecdite costs and also maintain insur:

in each area of risk, protecting us from individaatl aggregate losses over specified dollar valllesreview the liability reserved for our self-
insured portions on a quarterly basis, taking iobosideration a number of factors, including histrclaims experience, severity fact
statistical trends and, in certain instances, tadoaassistance provided by independent third parelfinsurance reserves include estimate
claims filed, carried at their expected ultimatdlement value, and claims incurred but not yeoresd. As of February 1, 2014 and Februa
2013, our selfnsurance reserves totaled $2.9 million and $2l6amj respectively. While we believe that the reted amounts are adequ
there can be no assurance that changes to managemsimmates will not occur due to limitations irdr@rin the estimating process. If ac
results are not consistent with our estimates suragtions, we may be exposed to losses or gaihsab&l be material.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contied

Deferred Lease Incentives

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

Accrued Rent

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

Revenue Recognition

Revenue from sales of merchandise at our stordidmsais recognized at the time of sale. We regestenue from our eemmerce sale
including shipping and handling fees, based onstimated customer receipt date. Our sales arededaxclusive of sales tax. In the reg
course of business, we offer our customers sat@ntives including coupons, discounts, and freechmrdise. Sales are recorded net of
incentives and returns and allowances. If an inieeribvolves free merchandise, that merchandiseésrded as a zero sale and the cc
included in cost of sales. Gift card revenue igaized at the time of redemption.

Consideration Received From a Vendor

Consideration is primarily received from merchaerdigendors. Consideration is either recorded aslaction of the price paid for the vendor’
products and recorded as a reduction of our cosats or if the consideration represents a reiggment of a specific, incremental
identifiable cost then it is recorded as an offeghe same financial statement line item.

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

Consideration received after the related merchantis been sold is recorded as an offset to cosales in the period negotiations
finalized. For consideration received on merchamditll in inventory, the allowance is recordedaagduction to the cost of drand inventor
and recorded as a reduction of our cost of saldseadime of sale. Allowances received from vendemesenting a reimbursement of spec
incremental and identifiable costs are offset ® shme financial statement line item. Should th@sainces received exceed the increme
cost then the excess consideration is recordedraduection 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, payodl supplies, incurred prior to the opening of @ séore are charged to expense ir
period they are incurred.

Advertising Costs
Print, television, radio, outdoor and digital mediasts are generally expensed when incurred. latgroduction costs are expensed w

incurred and external production costs are expemsé#tk period the advertisement first takes plauertising expenses included in selli
general and administrative expenses were $37.6mil$37.4 million and $33.5 million in fiscal ysa2013, 2012 and 2011, respectively.
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Stock-Based Compensation

We recognize compensation expense for stock-basedda based on the fair value of the awards. Shaded awards may include st
options, stock appreciation rights, and restricttatk awards under our stock-based compensatiors.phdditionally, we recognize stock-
based compensation expense for the discount oeskatd to employees through our employee stocghpge plan. This discount repres
the difference between the market price and thel@map purchase price. Stoblased compensation expense is included in sefiegeral an
administrative expense.

We apply an estimated forfeiture rate in calculatihe stockbased compensation expense for the period. Fadedstimates are adjus
periodically based on the extent to which actudkiftures differ, or are expected to differ, fromepious estimates.

Segment Information

We have identified each retail store and owoemerce store as individual operating segments.operating segments have been aggre
and are reported as one reportable segment bas#te asimilar nature of products sold, merchandising distribution processes involv
target customers and economic characteristics.

Income Taxes

We compute income taxes using the asset and tiabilethod, under which deferred income taxes aoeiged for the temporary differenc
between the financial reporting basis and the &sishof our assets and liabilities. We accountufazertain tax positions in accordance 1
current authoritative guidance and report a lighflor unrecognized tax benefits resulting from emain tax positions taken or expected t
taken in a tax return. We recognize interest expamsl penalties, if any, related to uncertain @sitjpns in income tax expense.

Net Income Per Share

The following table sets forth the computation asie and diluted earnings per share as shown ofatieeof the accompanying consolid:
statements of income.

Fiscal Year Ende

February 1, 201 February 2, 201 January 28, 201
(In thousands except per share d
Per Per Per
Net Share Net Share Net Share
Basic Earnings per Share: Income Shares Amount Income Shares Amount Income Shares Amount
Net income $26,87: $29,33¢ $26,38:
Amount allocated to participating
securities (46€) (69€) (554

Net income available for basic comm
shares and basic earnings per sha $26,40: 19,92¢ $ 1.3 $28,64( 19,91 $ 1.44 $25,82¢ 19,52 $ 1.32

Diluted Earnings per Shar

Net income $26,87: $29,33¢ $26,38:
Amount allocated to participating

securities (46¢) (69¢) (559)
Adjustment for dilutive potential

common shares 1 21 0 61 0 17C

Net income available for dilute
common shares and diluted earnin
per share $ 26,40 119,94 $ 1.3z $28,64( 19,97 $ 1.4: $25,82¢ 19,69: $ 1.31
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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 clasermfmon stock and participating securities accordintheir participation rights in dividen
and undistributed earnings or losses. Non-veststticted stock awards that include nfonfeitable rights to dividends are conside
participating securities. During periods of undisited losses however, no effect is given to outigipating securities since they do not sl
in the losses. Per share amounts are computedvidindj net income available to common shareholdsrahe weighted average she
outstanding during each period. No options to pasehshares of common stock were excluded in theuttion of diluted shares for
periods presented.

Note 3 — Fair Value Measurements

The accounting standards related to fair value oreasents define fair value and provide a consigtamiework for measuring fair value un
the authoritative literature. Valuation techniqaes based on observable and unobservable inpuser@ble inputs reflect readily obtaine
data from independent sources, while unobservaiplet$ reflect market assumptions. This guidancg applies when other standards reg
or permit the fair value measurement of assetsliabdities. The guidance does not expand the dsip value measurements. A fair va
hierarchy was established, which prioritizes thmuis used in measuring fair value into three bieadls.

» Level 1- Quoted prices in active markets for identical assetiabilities;

» Level 2- Observable mark-based inputs or unobservable inputs that are coraded by market dat

» Level 3 - Significant unobservable inputs tha aot corroborated by market data. Generally, tfi@sevalue measures are modbelse:
valuation techniques such as discounted cash flamc are based on the best information availabtdyding our own data. Fair values
our lon¢-lived assets are estimated using an in-based approach and are classified within LeveltB@f/aluation hierarch

The following table presents assets that are medsairfair value on a recurring basis at Februarg014 and February 2, 2013. We hav
material liabilities measured at fair value on eureing or non-recurring basis.

Fair Value Measuremen

(In thousands) Level 1 Level 2 Level 3 Total
As of February 1, 201«
Cash equivalents — money market account $ 10,269¢ $ 0 $ 0 $ 10,26¢

As of February 2, 201!
Cash equivalents— money market account $ 5259¢ $ 0 $ 0 $ 5,25¢

The fair values of cash, receivables, accountstgayaccrued expenses and other current liabil#gszoximate their carrying values bec:
of their short-term nature. From time to time, weasure certain assets at fair value on a non-iegubasis, specifically lontived asset
evaluated for impairment. These are typically stepecific assets, which are reviewed for impairmethienever events or changes
circumstances indicate that recoverability of theirrying value is questionable. If the expectedrii cash flows related to a staeissets a
less than their carrying value, an impairment lassild be recognized for the difference betweemestiéd fair value and carrying value
recorded in selling, general and administrativeemges. We estimate the fair value of store assetg an incomdsased approach consider
the cash flows expected over the remaining lease ter each location. These projections are primdased on managementestimates
storelevel sales, gross margins, direct expenses, eeedfifuture lease renewal options and resultirsly dlows and, by their nature, inclt
judgments about how current initiatives will impduature performance. External factors, such asldleal environment in which the st
resides, including stripaall traffic and competition, are evaluated in teraf their effect on sales trends. Changes in saldsoperating incon
assumptions or unfavorable changes in externabifacian
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significantly impact the estimated future cash #ovn increase or decrease in the projected cashdan significantly decrease or increase
fair value of these assets, which would have agceffn the impairment recorded.

During the fifty-two weeks ended February 1, 20bhg-ived assets held and used with a gross carryinguainof $4.3 million were writte
down to their fair value of $3.4 million, resulting an impairment charge of $947,000, which waduithed in earnings for the perit
Subsequent to this impairment, these long-livedtaskad a remaining unamortized basis of $883,0Q0ing the fiftythree weeks end
February 2, 2013, lonlived assets held and used with a gross carryinguamof $1.7 million were written down to their faialue of $1.
million, resulting in an impairment charge of $42H), which was included in earnings for the peri8dbsequent to this impairment, tr
long-lived assets had a remaining unamortized lud<§828,000.

Note 4 — Property and Equipment-Net
The following is a summary of property and equipinen

February 1, February 2,

(In thousands) 2014 2013

Furniture, fixtures and equipme $ 135,05 $ 124,51:
Leasehold improvements 85,78t 75,79¢
Total 220,84: 200,30°
Less accumulated depreciation and amortization (130,65() (122,94)
Property and equipment — net $ 90,19! $ 77,364

Note 5 — Long-Term Debt

On April 10, 2013 we amended our current unsecaredit agreement (the “Credit Agreemerttf)extend the expiration date by five years
renegotiated certain terms and conditions. The iCAgteement continues to provide for up to $50.0iom in cash advances and commer
and standby letters of credit with borrowing limtiigsed on eligible 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 EBNplus rent will not exceed 2.5 to 1.0; and, (8pk
dividends for a fiscal year will not exceed 30%cohsolidated net income for the immediately prengdiscal year, and in no event may
total distributions in any fiscal year exceed 25%tte prior years ending net worth. We were in compliance with ¢hesvenants as
February 1, 2014. Should a default condition bemrggl, the lenders may preclude additional borrgwiand call all loans and accrued inte
at their discretion. As of February 1, 2014, thesze $3.3 million in letters of credit outstandigd $46.7 million available to us for borrow
under the Credit Agreement.

The credit facility bears interest, at our optiah(1) the agent bank’prime rate as defined in the Credit Agreemerd b6 with the prime ra
defined as the lesser of (a) the Federal Fundptas20.50% or (b) the interest rate announced fiiora to time by the agent bank as ifsifme
rate” on commercial loans or (2) LIBOR plus 1.50% to 3,@¥pending on our achievement of certain perfonmamiteria. A commitment fi
is charged at 0.25% to 0.40% per annum, dependinguo achievement of certain performance critesiathe unused portion of the b
group’s commitment. The Credit Agreement expiresil&®, 2018.

Note 6 — Leases

We lease all of our retail locations and certaimipopent under operating leases expiring at vartates through fiscal 2025. Various le
agreements require scheduled rent increases avaritial lease term. Rent expense for
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such leases is recognized on a straliglet-basis over the initial lease term beginning #arlier of the start date of the lease or whertake
possession of the property. The difference betweahbased upon scheduled monthly payments ancexr@einse recognized on a straifjhé-
basis is recorded as accrued rent. All incentieesived from landlords are recorded as deferreshiecand amortized over the life of the le
on a straight-line basis as a reduction of rentpkase.

Certain leases provide for contingent rents thatrent measurable at inception. These contingens @e primarily based on a percentac
sales that are in excess of a predetermined |&helse amounts are excluded from minimum rent aednatuded in the determination of tc
rent expense when it is probable that the expemsebleen incurred and the amount is reasonably adémCertain leases also con
escalation clauses for increases in operating emstsaxes.

We did not assign any store operating leases ddisogl 2013. The last two assignments of operai@ages covering former store locatit
which we assigned to third parties in prior yeasired during fiscal 2013. We have no potentiabamni of future payments that we coulc
required to make under any store operating leasgrasents at February 1, 2014.

Rental expense for our operating leases consi$ted o

(In thousands) 2013 2012 2011

Rentals for real propert $ 58,14( $ 53,83: $ 49,32¢
Contingent ren 18¢ 18¢ 15¢€
Equipment rentals 83 11C 115
Total $ 58,41 $ 54,13 $ 49,59’

Future minimum lease payments at February 1, 2(4ré as follows:

Operating

(In thousands) Leases

2014 $ 56,13:
2015 57,11
2016 55,96
2017 55,63’
2018 46,74(
Thereafter to 2025 152,32t
Total $ 423,91(
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Note 7 — Income Taxes

The provision for income taxes consisted of:

(In thousands) 2013 2012 2011
Current:

Federal $ 15,36¢ $ 19,58. $ 11,31¢

State 1,80¢ 2,601 1,21(

Puerto Rico 18t 79 0
Total current 17,35¢ 22,26 12,52¢
Deferred:

Federal (139 (2,692 2,91¢

State (13¢) (309 122

Puerto Rico (444 (350 0
Total deferred (727) (3,34¢) 3,04(
Total provision $ 16,63 $ 18,91 $ 15,56¢

We realized a tax benefit of $199,000, $1.4 milleovd $1.6 million in fiscal years 2013, 2012 and RQrespectively, as a result of the exel
of stock options and the vesting of restricted Ist@chich is recorded in shareholders’ equity.

Reconciliation between the statutory federal incdaxerate and the effective income tax rate isoflews:

Fiscal years 2013 2012 2011

U.S. Federal statutory tax re 35.(% 35.(% 35.(%
State and local income taxes, net of federal taefie 3.8 4.8 2.1
Puerto Rico (0.6) (0.6) 0.C
Effective income tax rate 38.2% 39.2% 37.1%

We recorded $346,000, $162,000 and $328,000 irrdedenployment related tax credits in fiscal 202812 and 2011, respectively. Eacl
these credits reduced our effective tax rate irr¢ispective years. For fiscal 2012, approximatedpdlof the increase in our effective tax rat
compared to fiscal 2011 was due to the deductible portion of compensation attributabléh® retirement of our former President and C
Executive Officer. Additionally, in fiscal 2011 wecognized a decrease in our state and other teodue to favorable settlements with cel
taxing authorities.
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Deferred income taxes are the result of temporéfgrdnces in the recognition of revenue and expdostax and financial reporting purpo:
The sources of these differences and the tax effezach are as follows:

February 1, February 2,
(In thousands) 2014 2013
Deferred tax asset
Accrued ren $ 3,54: % 2,87¢
Accrued compensatic 5,62¢ 5,191
Accrued employee benefi 50€ 47¢
Inventory 411 91€
Seltinsurance reserve 593 494
Lease incentive 10,00¢ 7,43¢
Net operating loss carry forwa 44¢ 35¢
Other 39€ 337
Total deferred tax assets 21,52¢ 18,09:
Deferred tax liabilities
Depreciatior 15,26¢ 12,80:
Capitalized cost 1,18(C 1,017
Puerto Rico net operating loss carry forward impadederal taxe 444 35C
Other 3 11
Total deferred tax liabilitie 16,89: 14,17¢
Net deferred tax ass 4,634 3,91:
Less current deferred income tax benefit (1,209 (2,919
Long-term deferred income taxes $ 3,42¢ $ 99¢

At the end of fiscal 2013 we estimated state netating loss carry forwards of $177,000 which exjietween fiscal 2014 and fiscal 2023
net operating loss carry forwards of $2.7 milli@m Puerto Rico which expire between fiscal 2022 #ischl 2023. As of February 1, 2014,
had no available state tax credits that could Ipeechforward.

Our unrecognized tax liabilities presented belovateeto tax years encompassing our fiscal year® 188ugh 2013 for the tax years 1
remain subject to examination by major tax juridits as of February 1, 2014. A reconciliation leé beginning and ending amount for
unrecognized tax positions, which exclude inteapst penalties, is as follows:

(In thousands) 2013 2012 2011

Beginning balanc $ 68 $ 68 $ 693
Increase- tax positions in prior perio 0 0 0
Decrease- tax positions in prior perio (69 0 (339
Gross increase— current period tax positior 0 0 0
Decreases related to settlements with taxing aitigr 0 0 (28%)

Ending balance $ 0 $ 68 $ 69

As of February 1, 2014 we have recorded no unraezedntax liabilities or related accrued penaltiesirderest in Other liabilities on t
Consolidated Balance Sheets. Our policy is to ekaaerest and penalty expense related to incorestas a component of income tax exp
in the Consolidated Statements of Income.
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Note 8 — Employee Benefit Plans
Retirement Savings Plans

On February 24, 1994, our Board of Directors appdothe Shoe Carnival Retirement Savings Plan (enfestic Savings Plan”)The
Domestic Savings Plan is open to all employees ingrin the continental United States who have bemployed for at least one year, ar
least 21 years of age and who work at least 1,@0@shin a defined year. The primary savings medmaninder the Domestic Savings Plan
401(k) plan under which an employee may contribyteto 20% of annual earnings with us matching ih& % at a rate of 50%. C
contributions to the participantsiccounts become fully vested when the participeathes their third anniversary of employment wist
Contributions charged to expense were $599,0001,860, and $591,000 in fiscal years 2013, 2012,281d , respectively.

On March 19, 2012, our Board of Directors approthelShoe Carnival Puerto Rico Savings Plan (theffeuRico Savings Plan"Y.he Puert
Rico Savings Plan is open to all employees workmBuerto Rico who have been employed for at leastyear, are at least 21 years of
and who work at least 1,000 hours in a defined.yBais plan is similar to our Domestic Savings Ridrereby an employee may contribute
to 20% of his or her annual earnings, with us matglhe first 4% at a rate of 50%. Contributiomaiged to expense were $10,000 in fi
year 2013

Stock Purchase Plan

On May 11, 1995, our shareholders approved the Slapeival, Inc. Employee Stock Purchase Plan (8teck Purchase Plands adopted
our Board of Directors on February 9, 1995. Theclst®urchase Plan reserves 450,000 shares of ouneoratock (subject to adjustment
any subsequent stock splits, stock dividends artdineother changes in the common stock) for isseamnd sale to any employee who has
employed for more than a year at the beginnindiefdalendar year, and who is not a 10% owner otommmon stock, at 85% of the then
market value up to a maximum of $5,000 in any aderyear. Under the Stock Purchase Plan,10,0000Q@1and 12,500 shares of comr
stock were purchased by participants in the plash @moceeds to us for the sale of those shares amrmximately $209,000, $201,000

$190,000 for fiscal years 2013, 2012 and 2011 eedely. At February 1, 2014, there were 126,088as of unissued common stock rese
for future purchase under the Stock Purchase Plan.

The following table summarizes information regagd#tock-based compensation expense recognizedd@tbck Purchase Plan:

(In thousands) 2013 2012 20110
Stocl-based compensation expense before the recognizemhéntax benef® $ 37 $ 3¢ $ 34
Income tax benefi $ 14 $ 14 % 13

(1) Income tax benefit was calculated using an adjustéective tax rate. The adjusted rate removestéxeeffects from the favorat
resolution of certain tax positior
(2) Amounts are representative of the 15% discount epegls are provided for purchases under the StoahBse Plar

45




Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contied

Deferred Compensation Plan

In fiscal 2000, we established a ngnalified deferred compensation plan for certaig kenployees who, due to Internal Revenue Se
guidelines, cannot take full advantage of the eggrieponsored 401(k) plan. Participants in the plant on an annual basis to defer, on a pr
tax basis, portions of their current compensatiotil uetirement, or earlier if so elected. Whiletmequired to, we can match a portion of
employeescontributions, which would be subject to vestinguigements. The compensation deferred under this igl credited with earnin
or losses measured by the rate of return on invegsrelected by plan participants. The plan iserily unfunded. Compensation expenst
our match and earnings on the deferred amount$tdsmillion, $867,000 and $432,000 for fiscal 202312 and 2011, respectively. The t
deferred compensation liability at February 1, 2a8hd February 2, 2013 was $8.2 million and $7.2ionil respectively.

Note 9 — Stock Based Compensation
Compensation Plan Summaries

On April 27, 2012, we completed a three-fare stock split of the shares of our common stagkich was effected in the form of a st
dividend. All share and per share amounts refethetow give effect to the stock split and haverbadjusted retroactively for all peric
presented.

We have two stock-based compensation plans: thseidguDirectors Stock Option Plan (the “Directorar?) and the 2000 Stock Option ¢
Incentive Plan (the “2000 Plan”).

The Directors Plan was approved by our Board oé®ars on March 4, 1999. The plan reserves foraissal 37,500 shares of common s
(subject to adjustment for stock splits, stock divids and certain other changes to the common)stdokgrants have been made under
plan since fiscal 2006, and it is currently theeiriton of the Board of Directors not to grant stagiions under this plan in the future.
February 1, 2014, 16,500 shares of unissued constumk were reserved for possible future grantsthede were 1,500 fully vested st
options outstanding under the Directors Plan.

The 2000 Plan was approved by our Board of Direcémd shareholders effective June 8, 2000. On D4n2012, the 2000 Plan was amer
to increase the number of shares reserved forrissutom 3,000,000 to 3,900,000 (subject to adjestnior subsequent stock splits, sl
dividends and certain other changes in the comnmok The 2000 Plan was also amended to revis@rinsion governing the payment
dividends on shares of restricted stock. No furthweards may be made under the 2000 Plan afteatbedf ten years from date of adoptior
ten years from the approval of any amendment. Aty 1, 2014, there were 910,000 shares of umissammon stock reserved for fut
grants under the 2000 Plan.

Stock options currently outstanding under the 2BGih typically were granted such that dhid of the shares underlying the stock opt
granted would vest and become fully exercisableah of the first three anniversaries of the dateegrant and were assigned ayEay tern
from the date of grant. Restricted stock awardsedso employees under the 2000 Plan are classifiesither performance-based or servic
based. Performandmsed restricted stock awards typically are grastesh that they vest upon the achievement of dpddiévels of annu
earnings per diluted share during a gear period starting from the grant date. Shoutdahnual earnings per diluted share criteria nahb
within the six-year period from the grant date, amares still restricted will be forfeited. Serdzased restricted stock awards typically
granted under one of three vesting periods: (ajtbing of the shares would vest on each of the firete anniversaries subsequent to the di
the grant; (b) the full award would vest at the efich 5year service period subsequent to date of gran(g)dior our Directors, all restrict
stock awards are issued to vest on January 2 ofahefollowing the year of the grant. Non-vestedfprmancebased restricted stock gran
before June 14, 2012 and all shares of non-vestedice-based restricted stock provide rorfeitable rights to all dividends declared by
Company. Dividends on non-vested performabased restricted stock granted after June 14, 864 8ubject to deferral until such times a
shares vest and are released.
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Plan Specific Activity and End of Period Balance Senmaries

Stock Options

The following table summarizes the stock optiomsgctions pursuant to the stock-based compengaton:

Weighted-
Average Aggregate
Weighted- Remaining Intrinsic
Number of Average Contractual Value (in
Shares Exercise Pricc  Term (Years, thousands
Outstanding at February 2, 20 38,57 $ 9.21
Granted 0
Forfeited or expirel 0
Exercised (7,000 9.91
Outstanding and exercisable at February 1, 2014 3157 $ 9.0t 27 % 494
The following table summarizes information regagdaptions exercised:
(In thousands) 2013 2012 2011
Total intrinsic value®) $ 102 $ 2,47 $ 1,62¢
Total cash receive $ 6 $ 2,21¢ % 2,46¢
Associated excess income tax benefits reco $ 28 % 465 $ 39¢

(1) Defined as the difference between the market valexercise and the grant price of stock optiorsasec

The following table summarizes information regagdoutstanding and exercisable options at Februa?(14:

Options Outstandin

Options Exercisabl

Number Weighted Weighted Number Weighted
Range of of Options Average Average of Options Average
Exercise Prict Outstanding Remaining Life Exercise Prict Exercisable Exercise Prict
$ 7.63-10.3¢ 31,57: 27 % 9.0t 3157 $ 9.0t
The following table summarizes information regagdétock-based compensation expense recognizeamevested options:
(In thousands) 2013 2012 2011®)
Stock-based compensation expense before the recognizechéntax benef $ 0 $ 0 $ 22
Income tax benefi $ O 0 % 8

(1) Income tax benefit was calculated using an adjustéective tax rate. The adjusted rate removestéxeeffects from the favoral

resolution of certain tax positior

No stock options have been granted since fisca8 280 outstanding options had vested as of the @fiscal 2011, therefore no unrecogni
compensation expense remains. The total fair vafliggant date of previously namested stock options that vested during fiscal ¥€drl wa

$46,000.
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Restricted Stock Awards

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

Weighted-

Number of Average Grant

Shares Date Fair Value
Restricted stock at February 2, 2( 499,28( $ 18.8¢
Granted 222,30! 20.8¢
Vested (144,66¢) 18.1¢
Forfeited or expired (51,65%) 19.1¢
Restricted stock at February 1, 2014 525,25¢ $ 19.8¢

The total fair value at grant date of restricteatktawards that vested during fiscal 2013, 2012 201l was $2.6 million, $160,000 and
million, respectively. The weighteaiverage grant date fair value of stock awards goaduring fiscal 2012 and fiscal 2011 was $19.5d
$17.08, respectively. Of the 51,655 restrictedlstnwards that were forfeited or that expired duting current fiscal year, 33,905 shares
restricted stock awards that expired unvestedhagperformance measure was not achieved. Theselawepresented the third tier of
restricted stock granted on March 13, 2007 thairedpn the first quarter of fiscal 2013.

The following table summarizes information regagdétock-based compensation expense recognizeddwicted stock awards:

(In thousands) 2013 2012 20113
Stock-based compensation expense before the recognizechéntax benef $ 2,98t % 3,66 $ 1,88:
Income tax benefi $ 1,141 % 1,43¢ $ 71z

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

The $1.9 million of expense recognized in fiscal P@vas comprised of compensation expense of $Aldmoffset by income of $716,0C
The income was attributable to the fourth quarésersal of the cumulative prior period expenseperformancedased awards, which wi
deemed by management as not probable of vestireselperformance based awards represent the #nirdf tihe of the restricted stock grar
on March 13, 2007 which expired unvested on Marth?B13 as the performance measure was not achigthad the sixyear period from tt
grant date.

As of February 1, 2014, there was approximately0 $@illion of unrecognized compensation expense teimg related to both o
performance-based and serviz@sed restricted stock awards. The cost is expdotdoe recognized over a weighted average perit
approximately 2.7 years. This incorporates ourentrassumptions with respect to the estimated séquservice period required to achieve
designated performance conditions for performarased stock awards.

CashSettled Stock Appreciation Rights (SARS)

Our outstanding Cash-Settled Stock AppreciationhBISARS) were granted to certain non-executiveleyees such that ortaird of the
shares underlying the SARs would vest annually. $ARs were assigned a fiyear term from the date of grant, after which angxercise
SARs will expire. Each SAR entitles the holder, m@xercise of their vested shares, to receive itaah amount equal to the closing pric
our stock on the date of exercise less the exeprise, with a maximum amount of gain defined. SARRse granted during the first quarte
fiscal 2012 and issued with a defined maximum @&i$6.67 over the exercise price of $17.17. In adance with
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current authoritative guidance, cash-settled SAR<ssified as Other liabilities on the ConsdkdaBalance Sheets.

The following table summarizes the SARs activity:

Weighted-
Average
Weighted- Remaining
Number of Average Contractual
Shares Exercise Pric Term (Years'
Outstanding at February 2, 20 123,75( $ 17.1%
Granted 0 0.0C
Forfeited (4,000 17.15
Exercised (41,000 17.15
Outstanding at February 1, 2014 78,75( $ 17.15 2.9¢
Exercisable at February 1, 2014 39,37 $ 17.15 2.9¢

The fair value of liability awards are remeasungsing a trinomial lattice model, at each reportiegiod until the date of settlement. Increi
or decreases in stock-based compensation expemnseagnized over the vesting period, or immediafelyvested awards. The weighted
average fair value of outstanding, non-vested SARrds was $4.66 as of February 1, 2014.

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

February 1, 201

Risk free interest rate yield cur 0.03%- 1.4%
Expected dividend yiel 1.C%
Expected volatility 45.2(%
Maximum life 2.99 Year
Exercise multiple 1.3¢
Maximum payou $ 6.67
Employee exit rat 2.2%- 9.(%

The risk free interest rate was based on the Ur&ashiry yield curve in effect at the end of theorépg period. The expected dividend yi
was based on our quarterly cash dividends in fi2€dl3, with the assumption that quarterly dividemdasuld continue at the current r¢
Expected volatility was based on the historicahtitity of our stock. The exercise multiple and dayee exit rate are based on historical of
data.

The following table summarizes information regagdétock-based compensation expense recognized\iRs:S

(In thousands) 2013 2012 2011M
Stock-based compensation expense before the recognizechéntax benef $ 27z $ 34¢  $ 197
Income tax benefi $ 104 $ 137 $ 74

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

As of February 1, 2014, approximately $70,000 ineangnized compensation expense remained relatedrtgested SARs. This expens:
expected to be recognized over a weighted-averagedoof approximately 1.0 year.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contied

Note 10 — Business Risk

We purchase merchandise from approximately 180neat vendors. In fiscal 2013, two suppliers eadoanted for 10%or more of our |
sales and together accounted for over 38% of dusales. A loss of any of our key suppliers in @i@rproduct categories could have a mat
adverse effect on our business. As is common imnidhgstry, we do not have any long-term contradgth suppliers.

Note 11 — Litigation Matters

The accounting standard related to loss contingsnprovides guidance in regards to our disclosack racognition of loss contingenci
including pending claims, lawsuits, disputes wiltird parties, investigations and other actions #ua incidental to the operation of
business. The guidance utilizes the following dediterms to describe the likelihood of a futuresiqd) probable the future event or evel
are likely to occur, (2) remote — the chance offtitare event or events is slight and (3) reasgnpbksible -the chance of the future even
events occurring is more than remote but less likaly. The guidance also contains certain requeets with respect to how we accrue for
disclose information concerning our loss contingesicWe accrue for a loss contingency when we coleckhat the likelihood of a loss
probable and the amount of the loss can be reaoestimated. When the reasonable estimate ofab® ik within a range of amounts, ant
amount in the range constitutes a better estintate any other amount, we accrue for the amourteataw end of the range. We adjust
accruals from time to time as we receive additiongdrmation, but the loss we incur may be sigmifily greater than or less than the am
we have accrued. We disclose loss contingencibgiié is at least a reasonable possibility thasa has been incurred. No accrual or disclc
is required for losses that are remote.

From time to time, we are involved in certain legedceedings in the ordinary course of conductinghusiness. We cannot provide assur
as to the ultimate outcome of any litigation invaly us. The following is a description of pendiritightion that falls outside the scope
litigation incidental to the ordinary course of dousiness. On October 31, 2013, a putative clagsndawsuit was filed against us in the Un
States District Court for the Northern Districtliinois (the “District Court”) captionedNicaj v. Shoe Carnival, Indhe complaint alleged tt
we violated certain provisions of the Fair and Aate Credit Transactions Act of 2003 (FACTA), whiaimended the Fair Credit Report
Act, by printing the month of the expiration dafeoar customerstredit cards on transaction receipts. The plaistifight, among other thin
the designation of this action as a class actiorgveard of monetary damages of between $100 aftd@her violation, counsel fees and ct
and such other relief as the court deemed apptepria

On January 16, 2014, the District Court grantedroation and dismissed the plaintgfaction with prejudice and denied his motion tditsea
class as moot, finding that our actions did notatem FACTA and that our conduct, even if it didlate FACTA, was not willful. On Februe
12, 2014, the plaintiff filed a notice of appealtbé District Courts order with the Seventh Circuit Court of Appedlse Court of Appeals h
set a briefing schedule that requires plairgifipening brief be filed no later than May 7, 20A#éthis time, we cannot reasonably estimate
possible loss or range of loss that may result filoisiclaim. There can be no assurance that timaatk outcome of this lawsuit will not hav
material adverse effect on our financial conditimsults of operations or cash flows.

Note 12 — Related Party Transactions
Our Chairman and principal shareholder and his wene previously shareholders of PL Footwear, Inistdiically, PL Footwear, In
represented us, on a commission basis, as an iragertt in dealings with shoe factories in mainl@iina, where most of our private la

shoes are manufactured. During fiscal 2012, PL Wweat, Inc. ceased operations. Commissions paid_tBd®twear, Inc. were $726,000 ¢
$561,000 in fiscal years 2012 and 2011, respegtivel
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contied

Note 13 — Quarterly Results (Unaudited)
Quarterly results are determined in accordance thighaccounting policies used for annual data anllide certain items based upon estin
for the entire year. All fiscal quarters in 20131&012 include results for 13 weeks except forftheth quarter of 2012, which includes res

for 14 weeks.

(In thousands, except per share data)

First Second Third Fourth
Fiscal 20131 Quarter Quarter Quarter Quarter®
Net sales $ 232,28 $ 216,41 $ 235, 77C $ 200,31:
Gross profit 68,61 62,51: 71,01: 57,18:
Operating incom: 15,24¢ 9,55¢ 17,81¢ 1,04¢
Net income 9,51¢ 5,83¢ 10,91¢ 59¢
Net income per sha~ Basic® $ 047 $ 02¢ $ 054 $ 0.02
Net income per sha~ Diluted $ 047 $ 0.2¢ $ 054 $ 0.02

First Second Third Fourth
Fiscal 20121 Quarter Quarter Quarter Quarter®
Net sales $ 22261 $ 182,200 $ 244,43 $ 205,74
Gross profit 68,53¢ 52,32¢ 76,43t 60,17«
Operating incom 17,971 4,692 20,56( 5,26¢
Net income 11,02( 2,85¢ 12,24¢ 3,211
Net income per sha— Basic® $ 054 $ 014 $ 06C $ 0.17
Net income per sha~ Diluted ©) $ 054 $ 014 $ 06C $ 0.12

(1) Our fiscal year is a 52/53 week year ending onSh&urday closest to January 31. Fiscal year 201h2isted of the 53 weeks eni
February 2, 2013, while fiscal year 2013 consi$ts2oweeks. The 53rd week in fiscal 2012 causedeaneek shift in our fiscal calend
As a result, each of our first three quarters sedl 2013 was shifted one week later comparedstalfi2012. This onereek shift impac!
our yea-ovel-year sales comparisons due to seasonal salesriofs:

(2) The fourth quarter of fiscal 2013 included 13 weesmpared to 14 weeks in the fourth quarter o&fi012.

(3) Per share amounts are computed independently ébr &fahe quarters presented. The sum of the gsartay not equal the total year
to the impact of changes in weighted shares outstgrand differing applications of earnings undes twoe€lass method. Additionall
during the fourth quarter of fiscal 2012 there vea$0.03 reduction in earnings per diluted sharetdude application of the twolas:
method of computing earnings per share in conneetith the $1.00 per share special cash dividemdlipesDecember 201:

Note 14 — Subsequent Events

On March 17, 2014, the Board of Directors approtrexipayment of a cash dividend to our shareholidetise first quarter of fiscal 2014. T
quarterly cash dividend of $0.06 per share wilpae&l on April 21, 2014 to shareholders of recordfathe close of business on April 7, 2014.

Future declarations of dividends are subject ta@d of the Board of Directors and will depend the our results of operations, finan
condition, business conditions and other factossraEd relevant by the Board of Directors.
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SHOE CARNIVAL, INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

(In thousands) Balance at Charged to Credited to Balance at
Beginning Cost and Costs and End of
Reserve for sales returns and allowances of Period Expense! Expense! Period
Year ended January 28, 20 $ 104 $ 83,81t $ 83,81. $ 10¢
Year ended February 2, 20 $ 10¢ $ 94,37¢ $ 94,377 $ 111
Year ended February 1, 20 $ 111 $ 97,39¢ $ 97,37¢ $ 131

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 andtair@ing adequate internal control over financegorting as defined in Rt
13a45(f) under the Securities Exchange Act of 193#erimal control over financial reporting is a prazegsigned by, or under the supervi
of, the Company’s principal executive and princifiahncial officers and effected by the Companlgbard of directors, management and «
personnel to provide reasonable assurance regattangpliability of financial reporting and the peration of financial statements for exte
purposes in accordance with generally accepteduatiog principles and includes those policies aratedures that:

e Pertain to the maintenance of records that in re#se detail accurately and fairly reflect the sactions and dispositions of the as
of the Company

* Provide reasonable assurance that transactionseemeded as necessary to permit preparation ohdiah statements in accorda
with generally accepted accounting principles, Hrad receipts and expenditures of the Company airgglmade only in accordar
with authorizations of management and directorthefCompany; an

« Provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose or disposition of the Compasy’

assets that could have a material effect on thenéial statement:

Because of inherent limitations, internal contreéofinancial reporting may not prevent or detetdstatements. Projections of any evaluz
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 procesunay deteriorate.

Management assessed the effectiveness of the Cgtapaternal control over financial reporting as of

February 1, 2014. In making this assessment, mamagteused the criteria set forth by the Committe8monsoring Organizations (“COSP”
of the Treadway Commission in Internal Contilegrated Framework (1992). Based on its assessm@nagement believes that
Company’s internal control over financial reportings effective as of February 1, 2014.

The Companys internal control over financial reporting as efoFuary 1, 2014 has been audited by its independgigtered public accounti
firm, Deloitte & Touche LLP, as stated in their ogp which is included herein.
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Conclusion Regarding the Effectiveness of DiscloserControls and Procedures and Changes in Internal @trol over Financial
Reporting

Our Chief Executive Officer and Chief Financial ©Offr have concluded, based on their evaluationf &ebruary 1, 2014, that our disclos
controls and procedures are effective to ensurteitfi@mation required to be disclosed by us in tegorts filed or submitted by us under
Securities Exchange Act of 1934, as amended, isrded, processed, summarized and reported withentithe periods specified in 1
Securities and Exchange Commiss®mniles and forms, and include controls and proa=ddesigned to ensure that information requirelk
disclosed by us in such reports is accumulatedcangmunicated to our management, including the xefcutive Officer and Chief Financ
Officer, as appropriate to allow timely decisiorgarding required disclosure.

There has been no significant change in our inteoatrols over financial reporting that occurreatridg the quarter ended February 1, 2
that has materially affected, or is reasonablylyike 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 Sbamival, Inc.
Evansville, Indiana

We have audited the internal control over finanoggdorting of Shoe Carnival, Inc. and subsidiaties “Company”)as of February 1, 201
based on criteria establishedlimernal Control — Integrated Framework (1998fued by the Committee of Sponsoring Organizatafrtbe
Treadway Commission. The Compasiyhanagement is responsible for maintaining effedtiternal control over financial reporting and fis
assessment of the effectiveness of internal comivel financial reporting, included in the acconying Managemeng Report on Intern
Control Over Financial Reporting. Our responsibilg to express an opinion on the Comparipternal control over financial reporting ba
on our audit.

We conducted our audit in accordance with the statslof the Public Company Accounting Oversight ilfq@nited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether effectivenalteontrol over financial reporting w
maintained in all material respects. Our auditideld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, testing and etiafpthe design and operating effectiveness ofriratiecontrol based on the assessed risk
performing such other procedures as we considezeessary in the circumstances. We believe thahadit 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 pemforg similar functions, and effected by the companyoard of directors, management,
other personnel to provide reasonable assuranegdieg the reliability of financial reporting anket 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) pertaiheéanaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypi@jide reasonable assurance that transactionre@eded as necessary to permit prepar
of financial statements in accordance with gengiadtcepted accounting principles, and that receiptsexpenditures of the company are k
made only in accordance with authorizations of mganzent and directors of the company; and (3) peov&hsonable assurance regar
prevention or timely detection of unauthorized asijion, use, or disposition of the compasssets that could have a material effect o
financial statements.

Because of the inherent limitations of internal tcohover financial reporting, including the posstlp of collusion or improper managem
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltoginover financial reporting to future periods aebject to the risk that the controls r
become inadequate because of changes in conditiotisat the degree of compliance with the polideprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of February 1, 2014, b:
on the criteria established Internal Control — Integrated Framework (19928fued by the Committee of Sponsoring Organizatmfnthe
Treadway Commission.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolids
financial statements and financial statement sdeeds of and for the year ended February 1, 20theofCompany and our report dated A
10, 2014 expressed an unqualified opinion on tfiosacial statements and financial statement sdieedu

/s/ DELOITTE & TOUCHE LLP

Indianapolis, Indiana
April 10, 2014
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ITEM 9B. OTHER INFORMATION
None
PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this Item concerning @irectors, nominees for Director, Code of Ethidssignation of the Audit Committ
financial expert and identification of the Audit @mittee, and concerning any disclosure of delingdégers under Section 16(a) of |
Exchange Act, is incorporated herein by refereceur definitive Proxy Statement for the 2014 Arindeeting of Shareholders, to be fi
with the Securities and Exchange Commission putsttaRRegulation 14A within 120 days after the ericbor last fiscal year. Informati
concerning our executive officers is included unither caption “Executive Officersdt the end of PART |, ITEM 1. BUSINESS of this A
Report on Form 10-K. Such information is incorpethherein by reference, in accordance with Gerasdtuction G(3) to Form 18- anc
Instruction 3 to Item 401(b) of Regulation S-K.

We have adopted a Code of Business Conduct andsHithie “Code”that applies to all of our Directors, officers amployees, including o
principal executive officer, principal financial ffer, principal accounting officer and controllefFhe Code is posted on our websit
www.shoecarnival.com. We intend to disclose any radmeents to the Code by posting such amendmentsupnvebsite. In addition, al
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 concerninghumeration of our officers and Directors and infatimn concerning material transacti
involving such officers and Directors and CompeiesatCommittee interlocks, including the Compensati@ommittee Report and 1
Compensation Discussion and Analysis, is incorgatrdtterein by reference to our definitive Proxy &tant for the 2014 Annual Meeting
Shareholders which will be filed pursuant to Regala14A within 120 days after the end of our fistal year.

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

The information required by this Item concerning #iock ownership of management, five percent li@iakdbwners and securities authori
for issuance under equity compensation plans srpurated herein by reference to our definitivexiyrtatement for the 2014 Annual Mee!
of Shareholders which will be filed pursuant to Rlagion 14A within 120 days after the end of owstlfiscal year.

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

The information required by this Item concerningtai® relationships and related transactions ared itldependence of our Directors
incorporated herein by reference to our definifirexy Statement for the 2014 Annual Meeting of 8halders, which will be filed pursuant
Regulation 14A within 120 days after the end of last fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item concerningnpipal accountant fees and services is incorpdratrein by reference to our definit
Proxy Statement for the 2014 Annual Meeting of 8halders, which will be filed pursuant to Regulatib4A within 120 days after the enc
our last fiscal year.

55



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 rexp:

Report of Independent Registered Public Accounfimg

Consolidated Balance Sheets at February 1, 2014elndiary 2, 201

Consolidated Statements of Income for the years@&f@bruary 1, 2014, February 2, 2013, and Jar2&r012

Consolidated Statements of ShareholdErglity for the years ended February 1, 2014, Fepr2a2013, and January :
2012

Consolidated Statements of Cash Flows for the yeaded February 1, 2014, February 2, 2013, ancadni28, 201-
Notes to Consolidated Financial Statemt

Financial Statement Schedu

The following financial statement schedule of SB@enival, Inc. is set forth in PART I, ITEM 8 diit report.
Schedule Il Valuation and Qualifying Accoul

Exhibits:

A list of exhibits required to be filed as parttbfs report is set forth in the Index to Exhibitghich immediately preced
such exhibits, and is incorporated herein by refese
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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, theredatyp authorized.

Shoe Carnival, Inc.

Date: April 10, 2014 By: /s/ Clifton E. Sifford
Clifton E. Sifford
President and Chief Executive Offic

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

Signature Title Date
/sl J. Wayne Weaver Chairman of the Board anddbor April 10, 2014
J. Wayne Weave
/s/ Clifton E. Sifford President, Chief Executi@éficer, Chief April 10, 2014
Clifton E. Sifford Merchandising Officer and Director (Principal
Executive Officer,
/sl James A. Aschleman Director April 10, 2014
James A. Aschleme
/sl Kent A. Kleeberger Director April 10, 2014
Kent A. Kleeberge
/sl Gerald W. Schoc Director April 10, 2014
Gerald W. Schoc
/sl Joseph W. Wood Director April 10, 2014
Joseph W. Woo
/sl W. Kerry Jackson Senior Executive Vice Prestd Chief Operating April 10, 2014
W. Kerry Jacksol and Financial Officer and Treasurer (Principaldficial Officer)
/sl Kathy A. Yearwood Senior Vice President — €alter and Chief April 10, 2014
Kathy A. Yearwooc Accounting Officer (Principal Accounting Officer)
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INDEX TO EXHIBITS

Incorporated by Reference -

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith
3-A Amended and Restated Articles of Incorporation efjiRtrant 8-K 3-A 6/14/2013
3B By-laws of Registrant, as amended to ¢ 8-K 3B 6/14/2013
4-A Credit Agreement, dated as of January 20, 2010nhgnRegistrant, the financ  8-K 4.1 1/26/2010
institutions from time to time party thereto as Banand Wachovia Bank, Natiol
Association, as Ager
4-B First Amendment to Credit Agreement dated as ofilAf), 2013, by and amo  10-K 4-B 4/15/2013
Registrant, the financial institutions from timettme party thereto as Banks, i
Wells Fargo Bank, N.A., as successorfhgrger to Wachovia Bank, Natiol
Association, as Ager
10-A Lease, dated as of February 8, 2006, by and betlsgistrant and Bighoe 10-K 10-A 4/13/2006
Properties, LLC
10-B Lease, dated as of June 22, 2006, by and betwegiatRat and Outback Holding  8-K 10-D 6/28/2006
LLC
1C-C* Outside Directors Stock Option P S-8 4.4 7/14/199¢
1C-D* Summary Compensation Shi X
10-E* Non-competition Agreement dated as of January 15, 1988yeen Registranta  S-1 10-I 2/4/1993
J. Wayne Weave
1C-F* Employee Stock Purchase Plan of Registrant, as el 16-Q 1C-L 9/15/1997
1C-G* 2006 Executive Incentive Compensation Plan, as dad 8-K 1C-B 6/17/2011
1C-H* 2000 Stock Option and Incentive Plan of Registrastamende 8-K 1C-L 6/15/2012
10-1* Form of Notice of Grant of Stock Options and Optidgreement for incentiv  8-K 10-A 9/2/2004
stock options granted under the Regis’s 2000 Stock Option and Incentive P
10-J* Form of Notice of Grant of Stock Options and Optisgreement for nomualifiec  8-K 10-B 9/2/2004
stock options granted under the Regis’s 2000 Stock Option and Incentive P
10-K* Form of Award Agreement for restricted stock granteder the Registrast200(  8-K 10-C 3/24/2005
Stock Option and Incentive Pl
10-L* Form of Award Agreement for timeased restricted stock with cliff vesting grar  8-K 10.2 10/19/2012

under the Registra’s 2000 Stock Option and Incentive P
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INDEX TO EXHIBITS - Continued

Incorporated by Reference -

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith
10-M* Form of Award Agreement for performanbased restricted stock with defer 10-Q 10.1 6/13/13

cash dividends granted under the Regis’'s 2000 Stock Option and Incentive F

10-N* Amended and Restated Employment and Noncompetidgmeement date 8-K 10.2 12/17/2008
December 11, 2008, between Registrant and Timo#keE

10-O* Amended and Restated Employment and Noncompetid\gneement date 8-K 10.3 12/17/2008
December 11, 2008, between Registrant and Cliftdgifford

10-pP* Amended and Restated Employment and Noncompetid\gneement date 8-K 10.4 12/17/2008
December 11, 2008, between Registrant and W. Kiartisor

10-Q* Employment and Noncompetition Agreement dated Apri2011, between 10-K 10-X 4/14/2011
Registrant and Kathy A. Yearwor

10-R* Employment and Noncompetition Agreement dated Bées 4, 2012, between  10-K 10-U 4/15/2013
Registrant and Carl N. Scibe

1C-s* Shoe Carnival, Inc. Deferred Compensation Plaanasndec X

10-T* Amended and Restated Employment and Noncompetigaement dated 8-K 10.1 12/17/2008
December 11, 2008, between Registrant and Marlemadnd

10-U* Separation and Release Agreement, dated Octob2012, by and between 8-K 10.1 10/19/2012
Registrant and Mark L. Lemor

21 A list of subsidiaries of Shoe Carnival, Ir X

23 Written consent of Deloitte & Touche LL X

31.1 Certification of Chief Executive Officer Pursuamt Rule 13a-14(a)/1584(a) o X

the Securities Exchange Act of 1934, as Adoptedsurnt to Section 302 of t
Sarbane-Oxley Act of 2002

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

321 Certification of Chief Executive Officer Pursuamt 18 U.S.C. Section 1350, X
Adopted Pursuant to Section 906 of the Sark-Oxley Act of 200z
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Incorporated by Reference -

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith
32.2 Certification of Chief Financial Officer Pursuard 18 U.S.C. Section 1350, X

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

101 The following materials from Shoe Carnival, IncAsnual Report on Form 1R- X
for the year ended February 1, 2014, formatted BRK (Extensible Busine
Reporting Language): (1) Consolidated Balance ShegR) Consolidate
Statements of Income, (3) Consolidated StatemenShafreholdersEquity, (4
Consolidated Statements of Cash Flows, and (5) NmteConsolidated Financ
Statements

* The indicated exhibit is a management contract,pmreatory plan or arrangement required to be Elettem 601 of Regulation S-
K.
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Exhibit 10-D
SUMMARY COMPENSATION SHEET

The following summarizes certain compensation diecss taken by the Compensation Committee (the “Citeai) and/or the Board
Directors (“Board”) of Shoe Carnival, Inc. (the “@pany”), with respect to the compensation of thenfanys named executive officers ¢
directors.

1. 2014 Base Salary

The Committee increased the base salaries of Mueia and Ms. Yearwood. Mr. Scibefa@alary was increased to reflect his leadershgut
new product initiatives as well as his achievemeanstated to successfully managing our inventories idifficult retail environment. M
Yearwoods salary increase was to reflect her increasedonsdpilities. The base salaries of the other namwegtutive officers were n
adjusted. The following base salaries are effedtivéghe Company’s named executive officers focdi2014:

Base
Name Title Salary
Clifton E. Sifford President, Chief Executive @#r and Chief $ 575,00(
Merchandising Office
W. Kerry Jackson Senior Executive Vice Presid€higf Operating and $ 520,00(
Financial Officer and Treasur
Timothy T. Baker Executive Vice President - $ 500,00(
Store Operation
Carl N. Scibett: Executive Vice Presider General Merchandise Mana¢  $ 385,00(
Kathy A. Yearwood Senior Vice President — Corénohnd Chief Accounting  $ 225,00(

Officer

2. Grants of Restricted Stock and Stock Options

The Committee approved grants of restricted stoc#lltof the Compang named executive officers and other key personnéér the Shc
Carnival, Inc. 2000 Stock Option and Incentive Plarants to the Company’s named executive offieense as follows:

Name Shares Awarde
Clifton E. Sifford 30,00(
W. Kerry Jacksol 20,00(¢
Timothy T. Bakel 16,50(
Carl N. Scibett: 16,50(
Kathy A. Yearwooc 7,50(

The restricted shares will vest upon the achieveémgspecified levels of annual earnings per didugbare during a six-year period.

3. Annual Incentive Compensation for Fiscal 2014




The Committee established the performance critemi targets for the fiscal 2014 bonus payablesoafi 2015 under the Compagy200¢
Executive Incentive Compensation Plan. The perfoaacriterion is operating income before bonus agpe Subjective factors based ot
executive’s individual performance can reduce agcative’'s bonus. As Chief Executive Officer, Mrff8id’s bonus target is 80% of his sa
but he can earn up to 125% of his salary if alfguenance targets are met. The bonus target for ideBsiker, Jackson, and Scibetta is 60'
their salary but they can earn up to 100% of thalary if all performance targets are met. The baanget for Ms. Yearwood is 40% of
base salary but she can earn up to 60% of heysékll performance targets are met.

4. Director’'s Compensation

Prior to June 13, 2013, the Company paid to itsemployee Directors an annual retainer of $20,00@ Thairman of the Audit Commiti
received additional annual compensation of $7,90@ Chairman of the Compensation Committee andCthearman of the Nominating a
Corporate Governance Committee received additi@medual compensation of $5,000 and the Lead Dirertoeived additional annt
compensation of $2,000. In addition, nemployee Directors received a per meeting fee ¢d(L for each meeting of the Board and
accompanying committee meetings attended and $Igd0Gch committee meeting attended in personhitiwthe full Board did not meet.
the committee meeting was attended by conferenietha non-employee Director received $750. Nonployee Directors also annui
received restricted shares valued at $17,500 dbeoflate of grant under the Company’s 2000 Stocko®g@and Incentive Plan (the200(

Plan”). The restrictions on the shares lapsed onaly 2"of the year following the year in which the grargsamade.

Upon the recommendation of the Compensation Coreeitin June 13, 2013, the CompanBbard of Directors approved certain chang
the non-employee Director compensation programaAssult, commencing on June 13, 2013, and appliedata for fiscal 2013, each non.
employee Director will receive an annual cash neabf $45,000. Committee chairs will receive aditdnal annual cash retainer as follo
$15,000 for the Audit Committee and $7,500 eacttferCompensation Committee and the NominatingGomgorate Governance Commiti
The Company’s Lead Director will receive additioaahual compensation of $3,000. All amounts paithéononemployee Directors are to
paid quarterly in arrears.

Effective June 13, 2013, the fees previously paiddnemployee Directors for attendance at Board and dtieenmeetings were eliminat
The Company continues to reimburse all Directorsaafbreasonable out-of-pocket expenses incurremimection with meetings of the Board.

In addition, commencing with the grant made on JiiBe2013, each noamployee Director will annually receive restrictgthres valued
$45,000 as of the date of grant under the 2000. Hlla@ restrictions on the shares lapse on Januathyo®the year following the year in wh
the grant was made.
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THE EXECUTIVE NONQUALIFIED EXCESS PLAN

Section 1.Purpose:

By execution of the Adoption Agreement, the Emptdyas adopted the Plan set forth herein, and id\tieption Agreement, to
provide a means by which certain management Empkoge Independent Contractors of the Employer ntest &0 defer receipt of current
Compensation from the Employer in order to provietrement and other benefits on behalf of such IByges or Independent Contractors of
the Employer, as selected in the Adoption AgreemniEm Plan is intended to be a nonqualified defec@mpensation plan that complies with
the provisions of Section 409A of the Internal Rawe Code (the “Code”). The Plan is also intenddaktan unfunded plan maintained
primarily for the purpose of providing deferred qmensation benefits for a select group of manageworemighly compensated employees ui
Sections 201(2),301(a)(3) and 401(a)(l) of the Eoppe Retirement Income Security Act of 1974 (“ERI1B&nd independent contractors.
Notwithstanding any other provision of this PlamstPlan shall be interpreted, operated and adtaneid in a manner consistent with th
intentions.

Section 2.Definitions:

As used in the Plan, including this Section 2, refiees to one gender shall include the other, sidéserwise indicated by the conte

2.1 “Active Participant” means, with respect to any day or date, a Partitipho is in Service on such day or date; providieat a
Participant shall cease to be an Active Particigamnmediately upon a determination by the Conteatthat the Participant has ceased to |
Employee or Independent Contractor, or (ii) atehd



of the Plan Year that the Committee determines$dm¢icipant no longer meets the eligibility requients of the Plan.

2.2 “Adoption Agreement” means the written agreement pursuant to which thel&er adopts the Plan. The Adoption Agreeme
a part of the Plan as applied to the Employer.

2.3 “Beneficiary” means the person, persons, entity or entities dat@d or determined pursuant to the provisionsectién 13 of the
Plan.

2.4 “Board” means the Board of Directors of the Company, ifGoenpany is a corporation. If the Company is nobgooration,
“Board” shall mean the Company.

2.5 “Change in Control Event” means an event described in Section 409A(a)(2)jA{the Code (or any successor provision
thereto) and the regulations there under.

2.6 “Committee” means the persons or entity designated in the Aagloptgreement to administer the Plan. If the Cortewsit
designated in the Adoption Agreement is unableetoes the Employer shall satisfy the duties of@menmittee provided for in Section 9.

2.7 “Company” means the company designated in the Adoption Ageeéas such.
2.8 “Compensation”shall have the meaning designated in the Adoptigreément.

2.9 “Crediting Date” means the date designated in the Adoption Agreefoenrtediting the amount of any Participant Dedirr
Credits or Employer Credits to the Deferred Comp#iars Account of a Participant.



2.10 “Deferred Compensation Account’means the account maintained with respect to eadicipant under the Plan. The Deferred
Compensation Account shall be credited with Paogint Deferral Credits and Employer Credits, cretidedebited for deemed investment
gains or losses, and adjusted for payments in daoce with the rules and elections in effect ur@kmtion 8. The Deferred Compensation
Account of a Participant shall include any In-Seevor Education Account of the Participant, if aggdble.

2.11 “Disabled” means Disabled within the meaning of Section 400the Code and the regulations there under. Gegetis
means that the Participant is unable to engageyirsabstantial gainful activity by reason of anydically determinable physical or mental
impairment which can be expected to result in deatten be expected to last for a continuous pesfotbt less than 12 months, or is, by
reason of any medically determinable physical ontaldmpairment which can be expected to resuttdath or can be expected to last for a
continuous period of not less than 12 months, vaogincome replacement benefits for a period dfless than three months under an accidel
and health plan covering Employees of the Employer.

2.12 “Education Account” is an In-Service Account which will be used by Beticipant for educational purposes.
2.13 “Effective Date” shall be the date designated in the Adoption Ageem

2.14 “Employee” means an individual in the Service of the Emplaf/éte relationship between the individual and Braployer is tht
legal relationship of employer and employee. Arvitiial shall cease to be an Employee upon the Byeg's Separation from Service.




2.15 “Employer” means the Company, as identified in the Adoptione&gent, and any Participating Employer which asitigs
Plan. An Employer may be a corporation, a limitedility company, a partnership or sole proprietgps

2.16 “Employer Credits” means the amounts credited to the Participant'smed Compensation Account by the Employer pursuan
to the provisions of Section 4.2.

2.17 “Grandfathered Amounts” means, if applicable, the amounts that were defarmgler the Plan and were earned and vested
within the meaning of Section 409A of the Code esglilations there under as of December 31, 20Cnhdathered Amounts shall be subject
to the terms designated in the Adoption Agreement.

2.18 “Independent Contractor” means an individual in the Service of the Emplaf/ére relationship between the individual and the
Employer is not the legal relationship of emplogad employee. An individual shall cease to be dependent Contractor upon the
termination of the Independent Contractor’s Serviae Independent Contractor shall include a direofache Employer who is not an
Employee.

2.19 “In-Service Account” means a separate account to be kept for eachipantichat has elected to take in-service distiiing as
described in Section 5.4. The In-Service Accouatldie adjusted in the same manner and at the 8araas the Deferred Compensation
Account under Section 8 and in accordance wittrihes and elections in effect under Section 8.

2.20 “Normal Retirement Age” of a Participant means the age designated in tlopt#ah Agreement.




2.21 “Participant” means with respect to any Plan Year an Employéedapendent Contractor who has been designateldeby t
Committee as a Participant and who has enteredltveor who has a Deferred Compensation Accoungiig Plan; provided that if the
Participant is an Employee, the individual mustbdd@ghly compensated or management employee dnt@oyer within the meaning of
Sections 201(2), 301(a)(3) and 401(a)(1) of ERISA.

2.22 “Participant Deferral Credits” means the amounts credited to the Participant’eied Compensation Account by the
Employer pursuant to the provisions of Section 4.1.

2.23 “Participating Employer” means any trade or business (whether or not incatgd) which adopts this Plan with the consent of
the Company identified in the Adoption Agreement.

2.24 “Participation Agreement” means a written agreement entered into betweentigiPant and the Employer pursuant to the
provisions of Section 4.1

2.25 “Performance-Based Compensationineans compensation where the amount of, or engtieio, the compensation is
contingent on the satisfaction of preestablishg@oizational or individual performance criteriaatéig to a performance period of at least
twelve months. Organizational or individual perfamge criteria are considered preestablished ibksieed in writing within 90 days after the
commencement of the period of service to whichctiiteria relates, provided that the outcome is tari&lly uncertain at the time the criteria
are established. Performance-based compensatiotingiagie payments based upon subjective performaritegia as




provided in regulations and administrative guidapemulgated under Section 409A of the Code.

2.26 “Plan” means The Executive Nonqualified Excess Plan, esrhset out and as set out in the Adoption Agresna@ as duly
amended. The name of the Plan as applied to thédyamshall be designated in the Adoption Agreement

2.27 “Plan-Approved Domestic Relations Order’"shall mean a judgment, decree, or order (incluthegapproval of a settlement
agreement) which is:

2.27.1 Issued pursuant to a State’s domestic cesitaw;

2.27.2 Relates to the provision of child suppditpany payments or marital property rights to a &g&m former Spouse, child or other
dependent of the Participant;

2.27.3 Creates or recognizes the right of a Spdasmger Spouse, child or other dependent of théidfaant to receive all or a portion
of the Participant’s benefits under the Plan;

2.27.4 Requires payment to such person of thedrést in the Participant’s benefits in a lump swayrpent at a specific time; and
2.27.5 Meets such other requirements establishédebommittee.

2.28 “Plan Year” means the twelveionth period ending on the last day of the mon#igiated in the Adoption Agreement; provic
that the initial Plan Year may have fewer than tw@eahonths.

2.29 “Qualifying Distribution Event” means (i) the Separation from Service of the Hpdit, (ii) the date the Participant becomes
Disabled, (iii) the death of the Participant,(igttime specified by the Participant for an In-Sswr Education Distribution, (v) a Change in
Control Event, or (vi) an Unforeseeable Emergeeregh to the extent provided in Section 5.




2.30 “Seniority Date” shall have the meaning designated in the Adoptigreément.

2.31 “Separation from Service”or “Separates from Service’'means a “separation from serviggithin the meaning of Section 40¢
of the Code.

2.32 “Service” means employment by the Employer as an Employegirposes of the Plan, the employment relationghipeated
as continuing intact while the Employee is on railjtleave, sick leave, or other bona fide leavabsence if the period of such leave does not
exceed six months, or if longer, so long as the IByge’s right to reemployment is provided eitherdbgtute or contract. If the Participant is an
Independent Contractor, “Service” shall mean théopeduring which the contractual relationship ¢xisetween the Employer and the
Participant. The contractual relationship is nomieated if the Participant anticipates a renevidhe contract or becomes an Employee.

2.33 “Service Bonus’means any bonus paid to a Participant by the Eneplatich is not Performance-Based Compensation.

2.34 “Specified Employee'means an Employee who meets the requirements yoerk@loyee treatment under Section 416(i)(I)(A
(ii) or (iii) of the Code (applied in accordancethwvihe regulations there under and without regar8dction 416(i)(5) of the Code) at any time
during the twelve month period ending on Decemideof3each year (the “identification date”). Unldssding corporate action is taken to
establish different rules for determining Specifigdployees for all plans of the Company and itsradled group members that are subject to
Section 409A of the Code,




the foregoing rules and the other default ruleseuatide regulations of Section 409A of the Codelsly. If the person is a key employee as
of any identification date, the person is treate@d &pecified Employee for the twelve-month peliedinning on the first day of the fourth
month following the identification date.

2.35 “Spouse”or ' 'Surviving Spouse” means, except as otherwise provided in the Plaerson who is the legally married spouse o
surviving spouse of a Participant.

2.36 “Unforeseeable Emergencyfneans an “unforeseeable emergency” within the meaofi Section 409A of the Code.

2.37 “Years of Service’means each Plan Year of Service completed by ttteipant. For vesting purposes, Years of Servitalde
calculated from the date designated in the Adoptigreement and Service shall be based on serviteti Company and all Participating
Employers.

Section 3.Participation:

The Committee in its discretion shall designatéhdamployee or Independent Contractor who is el@iblparticipate in the Plan. A
Participant who Separates from Service with the Bygy and who later returns to Service will notdseActive Participant under the Plan
except upon satisfaction of such terms and conditass the Committee shall establish upon the Raatits return to Service, whether or not
the Participant shall have a balance remainingénCieferred Compensation Account under the Plah@xlate of the return to Service.

Section 4.Credits to Deferred Compensation Account:

4.1 Participant Deferral Credits. To the extent provided in the Adoption




Agreement, each Active Participant may elect, gmmg into a Participation Agreement with the Eaydr, to defer the receipt of
Compensation from the Employer by a dollar amoumescentage specified in the Participation Agrestimehe amount of Compensation the
Participant elects to defer, the Participant Defle@redit, shall be credited by the Employer toEteferred Compensation Account maintained
for the Participant pursuant to Section 8. Theofelhg special provisions shall apply with respectite Participant Deferral Credits of a
Participant:

4.1.1 The Employer shall credit to the Participameferred Compensation Account on each Creditiage Bn amount equal to the
total Participant Deferral Credit for the periodiarg on such Crediting Date.

4.1.2 An election pursuant to this Section 4.1Idaimade by the Participant by executing and delirg a Participation Agreement to
the Committee. Except as otherwise provided in$aistion 4.1, the Participation Agreement shalbbee effective with respect to such
Participant as of the first day of January follogvihe date such Participation Agreement is recelyethe Committee. A Participant’s election
may be changed at any time prior to the last pesitiies date for making the election as permittethia Section 4.1, and shall thereafter be
irrevocable. The election of a Participant shatitawe in effect for subsequent years until modifiy the Participant as permitted in this
Section 4.1.

4.1.3 A Participant may execute and deliver a Bigdation Agreement to the Committee within 30 dafter the date the Participant
first becomes eligible to participate in the Plarbé effective as of the first payroll period néoltowing the date the Participation Agreement i
fully executed by the Participant. Whether a Paodint is treated as newly eligible for participationder this Section shall be determined in
accordance with Section 409A of the Code and thelations there under, including (i) rules thattrall elective deferral account balance
plans as one plan, and (i) rules that treat aiptesly eligible Employee as newly eligible if hisrefits had been previously distributed or if he
has been ineligible for 24 months. For Compensatanis earned based upon a specified performaeded (for example, an annual bonus),
where a deferral election is made under this Sedtid after the beginning of the performance petibé election will only apply to the portion
of the Compensation equal to the total amount @fGbmpensation for the service period multipliedhsy ratio of the number of days
remaining in the performance period after the @eobver the total number of days in the perforneaperiod.

4.1.4 A Participant may unilaterally modify a Peiggation Agreement (either to terminate, increaseéezrease the portion of his futi
Compensation which is subject to




deferral within the percentage limits set fortlSiection 4.1 of the Adoption Agreement) by providangritten modification of the Participation
Agreement to the Committee. The modification shatome effective as of the first day of Januarkpiaing the date such written modificati
is received by the Committee.

4.1.5 If the Participant performed services cortimly from the later of the beginning of the pemfance period or the date upon
which the performance criteria are establishedutinahe date upon which the Participant makes itinlideferral election, a Participation
Agreement relating to the deferral of Performanesdsl Compensation may be executed and delivetbd ©ommittee no later than the date
which is 6 months prior to the end of the perforoeperiod, provided that in no event may an eladiiodefer Performance-Based
Compensation be made after such Compensation kaskeeaeadily ascertainable.

4.1.6 If the Employer has a fiscal year other tthencalendar year, Compensation relating to Seiwitiee fiscal year of the Employer
(such as a bonus based on the fiscal year of th@dyer), of which no amount is paid or payable dgrihe fiscal year, may be deferred at the
Participant’s election if the election to defemade not later than the close of the Employertsafigear next preceding the first fiscal year in
which the Participant performs any services foraitsuch Compensation is payable.

4.1.7 Compensation payable after the last dayeoPtuticipant’s taxable year solely for servicesvjated during the final payroll
period containing the last day of the Participatdéxable year (i.e., December 31) is treated dop@ses of this Section 4.1 as Compensatio
services performed in the subsequent taxable year.

4.1.8 The Committee may from time to time estabgishicies or rules consistent with the requiremaiftSection 409A of the Code to
govern the manner in which Participant Deferraldiieemay be made.

4.1.9 If a Participant becomes Disabled all culyeeffective deferral elections for such Participahall be cancelled. At the time the
participant is no longer Disabled, subsequent ielestto defer future compensation will be permitteder this Section 4.

4.1.10 If a Participant applies for and receivess#ibution on account of an Unforeseeable Emergeall currently effective deferral
elections for such Participant shall be cancelfethsequent elections to defer future compensatilbbevpermitted under this Section 4.

4.1.11 If a Participant receives a hardship distidn under Section 1.401(k)-1(d)(3) of the Codeuay other similar provision, all

currently effective deferral elections shall beeslled. Subsequent elections to defer future cosgt@n under this Section 4 will not be
effective until the later of the beginning of thextcalendar year or six months after the datbehtardship distribution.
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4.2 Employer Credits.If designated by the Employer in the Adoption Agneat, the Employer shall cause the Committee tditcte
the Deferred Compensation Account of each Activeié?pant an Employer Credit as determined in adaace with the Adoption Agreement.
A Participant must make distribution elections witspect to any Employer Credits credited to hileBed Compensation Account by the
deadline that would apply under Section 4.1 fotrttigtion elections with respect to Participant &edl Credits credited at the same time, on ¢
Participation Agreement that is timely executed delivered to the Committee pursuant to Section 4.1

4.3 Deferred Compensation AccountAll Participant Deferral Credits and Employer Ctsdihall be credited to the Deferred
Compensation Account of the Participant as provideSiection 8.

Section 5.Qualifying Distribution Events:

5.1 Separation from Servicelf the Participant Separates from Service withEneployer, the vested balance in the Deferred
Compensation Account shall be paid to the Partitipg the Employer as provided in Section 7. Ndtatianding the foregoing, no distribution
shall be made earlier than six months after the daSeparation from Service (or, if earlier, ttaedof death) with respect to a Participant whc
as of the date of Separation from Service is aiBpdEmployee of a corporation the stock in whishraded on an established securities
market or otherwise. Any payments to which suchc8ieel Employee would be entitled during the fisst months following the date of
Separation from Service shall be accumulated aittigrathe first day of the seventh month followihg date of Separation from Service, and
shall be adjusted for deemed investment gain asglifecurred during the six month period.
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5.2 Disability. If the Employer designates in the Adoption Agreetbat distributions are permitted under the Pldremva Participar
becomes Disabled, and the Participant becomes Bisalhile in Service, the vested balance in theelrefl Compensation Account shall be
paid to the Participant by the Employer as provite8ection 7.

5.3 Death.If the Participant dies while in Service, the Eny@oshall pay a benefit to the Participant’s Betiafly in the amount
designated in the Adoption Agreement. Payment o faenefit shall be made by the Employer as pravideSection 7.

5.4 In-Service or Education Distributions.If the Employer designates in the Adoption Agreetikat in-service or education
distributions are permitted under the Plan, a Eipaiht may designate in the Participation Agreentehiave a specified amount credited to the
Participant’s In-Service or Education Account fiersiervice or education distributions at the datz#ied by the Participant. In no event may
an in-service or education distribution of an amdammade before the date that is two years dftefitst day of the year in which any deferral
election to such In-Service or Education Accourtddmee effective. Notwithstanding the foregoing, Rarticipant incurs a Qualifying
Distribution Event prior to the date on which thiee balance in the In-Service or Education Acddwas been distributed, then the balance in
the In-Service or Education Account on the datthefQualifying Distribution Event shall be paid@svided under Section 7.1 for payments
on such Qualifying Distribution Event.

5.5 Change in Control Eventlf the Employer designates in the Adoption
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Agreement that distributions are permitted underRkan upon the occurrence of a Change in Contreht: the Participant may designate in
Participation Agreement to have the vested balantiee Deferred Compensation Account paid to thei¢ipant upon a Change in Control
Event by the Employer as provided in Section 7.

5.6 Unforeseeable Emergencyf the Employer designates in the Adoption Agreehikat distributions are permitted under the Plan
upon the occurrence of an Unforeseeable Emergerant,ea distribution from the Deferred Compensafi@sount may be made to a
Participant in the event of an Unforeseeable Enterngiesubject to the following provisions:

5.6.1 A Participant may, at any time prior to hep&ration from Service for any reason, make apjicao the Committee to receive
distribution in a lump sum of all or a portion bktvested balance in the Deferred Compensationuktddetermined as of the date the
distribution, if any, is made under this Sectiof)%ecause of an Unforeseeable Emergency. A disimilb because of an Unforeseeable
Emergency shall not exceed the amount requiredtisfg the Unforeseeable Emergency plus amountsssecy to pay taxes reasonably
anticipated as a result of such distribution, afiing into account the extent to which the Unéeeable Emergency may be relieved through
reimbursement or compensation by insurance orwikeror by liquidation of the Participastassets (to the extent the liquidation of suchte
would not itself cause severe financial hardshig)yostopping current deferrals under the Planymmsto Section 4.1.10.

5.6.2 The Participant’s request for a distributimnaccount of Unforeseeable Emergency must be maasting to the Committee.
The request must specify the nature of the findingedship, the total amount requested to be Histied from the Deferred Compensation
Account, and the total amount of the actual expémsgred or to be incurred on account of the Usseeable Emergency.

5.6.3 If a distribution under this Section 5.6 ipeoved by the Committee, such distribution willhade as soon as practicable
following the date it is approved. The processifithe request shall be completed as soon as paatgiérom the date on which the Committee
receives the properly completed written requesafdrstribution on account of an Unforeseeable gemey. If a Participant's Separation from
Service occurs after a request is approved in daeome with this Section 5.6.3, but prior to disttibn of the full amount approved, the
approval of the request shall be automatically aotl void and the benefits which the Participarinistied to receive under the Plan shall be
distributed in accordance with the applicable @hstion provisions of the Plan.
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5.6.4 The Committee may from time to time adoptitimital policies or rules consistent with the reguients of Section 409A of the
Code to govern the manner in which such distrimgimay be made so that the Plan may be convenizatynistered.

Section 6.Vesting:

A Participant shall be fully vested in the portioinhis Deferred Compensation Account attributabl@articipant Deferral Credits, and
all income, gains and losses attributable theret@articipant shall become fully vested in the fmortof his Deferred Compensation Account
attributable to Employer Credits, and income, gaind losses attributable thereto, in accordande thvé vesting schedule and provisions
designated by the Employer in the Adoption Agreemiém Participant’s Deferred Compensation Accasmiot fully vested upon Separation
from Service, the portion of the Deferred Compdnsaficcount that is not fully vested shall therenfe forfeited.

Section 7.Distribution Rules:

7.1 Payment OptionsThe Employer shall designate in the Adoption Agreetithe payment options which may be elected by the
Participant (lump sum, annual installments, or mlgimation of both). Different payment options mayrbade available for each Qualifying
Distribution Event, and different payment optionaynbe available for different types of Separatifsom Service, all as designated in the
Adoption Agreement. The Participant shall eledhia Participation Agreement the method under whietvested balance in the Deferred
Compensation Account will be distributed from amaing designated payment options. The Participagtahauch time elect a different
method of payment for each Qualifying Distributiément as specified in the Adoption Agreement. & Barticipant is permitted by the
Employer in the Adoption Agreement to elect diffdrpayment options and does not make a valid
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election, the vested balance in the Deferred Cosgtean Account will be distributed as a lump sum.

Notwithstanding the foregoing, if certain Qualifgiistribution Events occur prior to the date orickhthe vested balance of a
Participant’s Deferred Compensation Account is cletey paid pursuant to this Section 7.1 followthg occurrence of certain initial
Qualifying Distribution Events, the following rulegpply:

7.1.1 If the initial Qualifying Distribution Evers a Separation from Service or Disability, and Baticipant subsequently dies, the
remaining unpaid vested balance of a Participd¢ferred Compensation Account shall be paid asngp lsum.

7.1.2 If the initial Qualifying Distribution Everg a Change in Control Event, and any subsequealif@ing Distribution Event occul
(except an In-Service or Education Distributionatésed in Section 2.29(iv)), the remaining unpaésted balance of a Participant’s Deferred
Compensation Account shall be paid as provided u8detion 7.1 for payments on such subsequent @uagiDistribution Event.

7.2 Timing of PaymentsPayment shall be made in the manner elected bidhtécipant and shall commence as soon as pralgticab
after (but no later than 60 days after) the distidn date elected for the Qualifying DistributiBment. In the event the Participant fails to make
a valid election of the payment method, the distitn will be made in a single lump sum paymens@sn as practicable after (but no later 1
60 days after) the Qualifying Distribution EventpAyment may be further delayed to the extent gaxchin accordance with regulations and
guidance under Section 409A of the Code.

7.3 Installment Paymentslf the Participant elects to receive installmengmants upon a Qualifying Distribution Event, the/meent
of each installment shall be made on the annivemsfthe date of the first installment payment, démelamount of the installment shall be
adjusted on such anniversary for credits or debitee Participant’s account pursuant to Sectioft®e Plan. Such adjustment shall be made
by
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dividing the balance in the Deferred Compensaticnoint on such date by the number of installmestsaining to be paid hereunder;
provided that the last installment due under tla Rhall be the entire amount credited to the &patnt’'s account on the date of payment.

7.4 De Minimis Amounts.Notwithstanding any payment election made by th#idhaant, if the Employer designates a pletermine:
de minimis amount in the Adoption Agreement, thsted balance in the Deferred Compensation AccouthieoParticipant will be distributed
in a single lump sum payment if at the time of enpted Qualifying Distribution Event the vesteddrzce does not exceed such gegermine:
de minimis amount; provided, however, that suclrithistion will be made only where the Qualifyingdiibution Event is a Separation from
Service, death, Disability (if applicable) or Charig Control Event (if applicable). Such paymerdlshe made on or before the later of (i)
December 31 of the calendar year in which the @uad Distribution Event occurs, or (ii) the dateat is 2-1/2 months after the Qualifying
Distribution Event occurs. In addition, the Employeay distribute a Participant’s vested balancangttime if the balance does not exceed the
limit in Section 402(g)(1)(B) of the Code and résuh the termination of the Participant’s entinéerest in the Plan as provided under Section
409A of the Code.

7.5 Subsequent Electionaith the consent of the Committee, a Participany aielay or change the method of payment of the
Deferred Compensation Account subject to the falhgwequirements:

7.5.1 The new election may not take effect untieast 12 months after the date on which the newatieh is made.
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7.5.2 If the new election relates to a paymengafQualifying Distribution Event other than the deat the Participant, the Participant
becoming Disabled, or an Unforeseeable Emergeheynéw election must provide for the deferral ef payment for a period of at least five
years from the date such payment would otherwise baen made

7.5.3 If the new election relates to a payment fthenin-Service or Education Account, the new @ecinust be made at least 12
months prior to the date of the first schedulednpeayt from such account.

For purposes of this Section 7.5 and Section 7p@yanent is each separately identified amount tizghwthe Participant is entitled under the
Plan; provided, that entitlement to a series dfalhment payments is treated as the entitlemeatdimgle payment.

7.6 Acceleration Prohibited.The acceleration of the time or schedule of anymmayt due under the Plan is prohibited except as
expressly provided in regulations and administeatjuidance promulgated under Section 409A of thdeGsuch as accelerations for domestic
relations orders and employment taxes). It is nai@celeration of the time or schedule of payniethiei Employer waives or accelerates the
vesting requirements applicable to a benefit utidePlan.

Section 8.Accounts; Deemed Investment; Adjustments to Account

8.1 Accounts.The Committee shall establish a book reserve adcentitled the “Deferred Compensation Account,”behalf of each
Participant. The Committee shall also establisinaBervice or Education Account as a part of théeed Compensation Account of each
Participant, if applicable. The amount creditedhte Deferred Compensation Account shall be adjystesuant to the provisions of Section

8.2 Deemed InvestmentsThe Deferred Compensation Account of a
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Participant shall be credited with an investmehimmedetermined as if the account were investegzhi or more investment funds made
available by the Committee. The Participant shalttethe investment funds in which his Deferred @emsation Account shall be deemed t
invested. Such election shall be made in the mammesscribed by the Committee and shall take effpon the entry of the Participant into the
Plan. The investment election of the Participamilsiemain in effect until a new election is madetlhe Participant. In the event the Participan
fails for any reason to make an effective electibthe investment return to be credited to his aotathe investment return shall be determine
by the Committee.

8.3 Adjustments to Deferred Compensation AccouniVith respect to each Participant who has a Defab@tipensation Account
under the Plan, the amount credited to such acahait be adjusted by the following debits and itseat the times and in the order stated:

8.3.1 The Deferred Compensation Account shall liételd each business day with the total amount pfyments made from such
account since the last preceding business dayrahfor his benefit. Unless otherwise specifiedty Employer, each deemed investment
fund will be debited pro-rata based on the valuthefinvestment funds as of the end of the precedlisiness day.

8.3.2 The Deferred Compensation Account shall bditgd on each Crediting Date with the total amaireiny Participant Deferral
Credits and Employer Credits to such account dinedast preceding Crediting Date.

8.3.3 The Deferred Compensation Account shall bdited or debited on each day securities are tradeadnational stock exchange
with the amount of deemed investment gain or lesslting from the performance of the deemed investrfunds elected by the Participant in
accordance with Section 8.2. The amount of sucméddanvestment gain or loss shall be determinethéyCommittee and such determination
shall be final and conclusive upon all concerned.
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Section 9.Administration by Committee:

9.1 Membership of Committeelf the Committee consists of individuals appoinbgdthe Board, they will serve at the pleasure ef th
Board. Any member of the Committee may resign, ldaduccessor, if any, shall be appointed by thar@o

9.2 General Administration . The Committee shall be responsible for the opmratnd administration of the Plan and for carrying
its provisions. The Committee shall have the futharity and discretion to make, amend, interpaat enforce all appropriate rules and
regulations for the administration of this Plan aedide or resolve any and all questions, includiteyrpretations of this Plan, as may arise in
connection with this Plan. Any such action takerth®y Committee shall be final and conclusive on pargy. To the extent the Committee has
been granted discretionary authority under the ,RlenCommittee’s prior exercise of such authashgll not obligate it to exercise its authority
in a like fashion thereafter. The Committee shalkhtitled to rely conclusively upon all tablesluadions, certificates, opinions and reports
furnished by any actuary, accountant, controllegnsel or other person employed or engaged by i@ dyer with respect to the Plan. The
Committee may, from time to time, employ agents delégate to such agents, including EmployeeseEthployer, such administrative or
other duties as it sees fit.

9.3 Indemnification . To the extent not covered by insurance, the Eygplshall indemnify the Committee, each Employéd#cer,

director, and agent of the Employer, and all pesdormerly serving in such capacities, againstamy all liabilities or expenses, including all
legal fees relating thereto, arising in connectigin the exercise of their duties and responsibgiwith respect to the Plan, provided however
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that the Employer shall not indemnify any persanliftbilities or expenses due to that person’s gnoss negligence or willful misconduct.

Section 10.Contractual Liability, Trust:

10.1 Contractual Liability. Unless otherwise elected in the Adoption Agreemtibiet,Company shall be obligated to make all
payments hereunder. This obligation shall congtitutontractual liability of the Company to thetlgrants, and such payments shall be mad
from the general funds of the Company. The Comzuayl not be required to establish or maintain spgcial or separate fund, or otherwise t
segregate assets to assure that such paymentbainadide, and the Participants shall not haveraayeist in any particular assets of the
Company by reason of its obligations hereunderthEeextent that any person acquires a right tovegeyment from the Company, such right
shall be no greater than the right of an unsecareditor of the Company.

10.2 Trust. The Employer may establish a trust to assistib@eting its obligations under the Plan. Any suabkttshall conform to th
requirements of a grantor trust under Revenue Ewoes 92-64 and 92-65 and at all times during tmticuance of the trust the principal and
income of the trust shall be subject to claimsefayal creditors of the Employer under federal state law. The establishment of such a trust
would not be intended to cause Participants tozeaurrent income on amounts contributed thewatd, the trust would be so interpreted and
administered.

Section 11 Allocation of Responsibilities:

The persons responsible for the Plan and the daitidsesponsibilities allocated to each are asvdl
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11.1 Board.

(i) To amend the Plan;

(ii) To appoint and remove members of the Commithee
(i) To terminate the Plan as permitted in Sectldn

11.2 Committee.

(i) To designate Participants;

(ii) To interpret the provisions of the Plan anddatermine the rights of the Participants undemlaam, except to the extent otherwise
provided in Section 16 relating to claims procegure

(iif) To administer the Plan in accordance withtéams, except to the extent powers to administeiPian are specifically delegated to
another person or persons as provided in the Plan;

(iv) To account for the amount credited to the Defé Compensation Account of a Participant;
(v) To direct the Employer in the payment of betsefi

(vi) To file such reports as may be required with United States Department of Labor, the InteRelenue Service and any other
government agency to which reports may be requodse submitted from time to time; and

(vii) To administer the claims procedure to thee@xtprovided in Section 16.

Section 12 Benefits Not Assignable; Facility of Payments:

12.1 Benefits Not AssignableNo portion of any benefit credited or paid under BHan with respect to any Participant shall bgestb
in any manner to anticipation, alienation, salensfer, assignment, pledge, encumbrance or chamgeany attempt so to anticipate, alienate,
sell, transfer, assign, pledge, encumber or chitwggsame shall be void, nor shall any portion chdoenefit be in any manner payable to any
assignee, receiver or any one trustee, or be Ifableis debts, contracts, liabilities, engagementorts.
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12.2 Plan-Approved Domestic Relations OrdersThe Committee shall establish procedures for detgng whether an order direct
to the Plan is a Plan-Approved Domestic Relatiorde®@ If the Committee determines that an orderan-Approved Domestic Relations
Order, the Committee shall cause the payment oliatsgursuant to or segregate a separate accoprinaded by (and to prevent any
payment or act which might be inconsistent witlg Bian-Approved Domestic Relations Order.

12.3 Payments to Minors and Otherslf any individual entitled to receive a payment anthe Plan shall be physically, mentally or
legally incapable of receiving or acknowledgingeipt of such payment, the Committee, upon the ptadisatisfactory evidence of his
incapacity and satisfactory evidence that anotkesgn or institution is maintaining him and thatguardian or committee has been appointed
for him, may cause any payment otherwise payablténioto be made to such person or institution smtaming him. Payment to such person
or institution shall be in full satisfaction of allaims by or through the Participant to the exte#rthe amount thereof.

Section 13 Beneficiary:

The Participant’s beneficiary shall be the pergmrsons, entity or entities designated by the &paint on the beneficiary designation
form provided by and filed with the Committee @ designee. If the Participant does not designhanaficiary, the beneficiary shall be his
Surviving Spouse. If the Participant does not desiig a beneficiary and has no Surviving Spouseheneficiary shall be the Participant’s
estate. The designation of a beneficiary may bagba or revoked only by filing a new beneficiargid@ation form with the Committee or its
designee. If a beneficiary (the “primary benefigiqis receiving or is entitled to receive paymeuatsler the Plan and
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dies before receiving all of the payments due hira,balance to which he is entitled shall be paithé contingent beneficiary, if any, named ir
the Participant’s current beneficiary designatiomf. If there is no contingent beneficiary, thedale shall be paid to the estate of the primar
beneficiary. Any beneficiary may disclaim all orygmart of any benefit to which such beneficiarylbba entitled hereunder by filing a written
disclaimer with the Committee before payment otshienefit is to be made. Such a disclaimer shathbde in a form satisfactory to the
Committee and shall be irrevocable when filed. Aeyefit disclaimed shall be payable from the Ptathé same manner as if the beneficiary
who filed the disclaimer had predeceased the Raatit.

Section 14 Amendment and Termination of Plan:

The Company may amend any provision of the Plaeroninate the Plan at anytime; provided, that irement shall such amendment
or termination reduce the balance in any Partidipddeferred Compensation Account as of the datuoh amendment or termination, nor
shall any such amendment affect the terms of the Rllating to the payment of such Deferred Comguanrs Account. Notwithstanding the
foregoing, the following special provisions shalpdy:

14.1 Termination in the Discretion of the EmployerExcept as otherwise provided in Sections 14.2Qbipany in its discretion
may terminate the Plan and distribute benefitsadi€tpants subject to the following requirements any others specified under Section 4094
of the Code:

14.1.1 All arrangements sponsored by the Empldyarwould be aggregated with the Plan under Sedtidd9A-I(c) of the Treasury
Regulations are terminated.

14.1.2 No payments other than payments that woeilpayable under the terms of the Plan if the teatron had not occurred are m:
within 12 months of the termination date.
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14.1.3 All benefits under the Plan are paid witbdlhmonths of the termination date.

14.1.4 The Employer does not adopt a new arrangetinaiwould be aggregated with the Plan underi@edt409A-1(c) of the
Treasury Regulations providing for the deferratofmpensation at any time within 3 years followihg tlate of termination of the Plan.

14.1.5 The termination does not occur proximate tmwnturn in the financial health of the Employer.
14.2 Termination Upon Change in Control Eventlf the Company terminates the Plan within thirtysi@receding or twelve months
following a Change in Control Event, the Deferreshtpensation Account of each Participant shall bechity vested and payable to the

Participant in a lump sum within twelve months daling the date of termination, subject to the regmients of Section 409A of the Code.

Section 15.Communication to Participants:

The Employer shall make a copy of the Plan availét inspection by Participants and their benafies during reasonable hours at
the principal office of the Employer.

Section 16.Claims Procedure:

The following claims procedure shall apply withgest to the Plan:

16.1 Filing of a Claim for Benefits.If a Participant or Beneficiary (the” claimant”) lmves that he is entitled to benefits under the
Plan which are not being paid to him or which asebreing accrued for his benefit, he shall fileritten claim therefore with the Committee.

16.2 Notification to Claimant of DecisionWithin 90 days after receipt of a claim by the Coittee (or within 180 days if special
circumstances require
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an extension of time), the Committee shall noftify tlaimant of the decision with regard to theraldin the event of such special circumsta
requiring an extension of time, there shall beighrad to the claimant prior to expiration of théiad 90-day period written notice of the
extension, which notice shall set forth the spegi@umstances and the date by which the decidiah be furnished. If such claim shall be
wholly or partially denied, notice thereof shallinewriting and worded in a manner calculated tabderstood by the claimant, and shall set
forth: (i) the specific reason or reasons for teaidl; (ii) specific reference to pertinent prowiss of the Plan on which the denial is based; (iii)
a description of any additional material or infotina necessary for the claimant to perfect thencland an explanation of why such materie
information is necessary; and (iv) an explanatibthe procedure for review of the denial and theetiimits applicable to such procedures,
including a statement of the claimant’s right tongra civil action under ERISA following an advetsenefit determination on review.
Notwithstanding the foregoing, if the claim relatesa disability determination, the Committee shallify the claimant of the decision with

45 days (which may be extended for an additionad&®@ if required by special circumstances).

16.3 Procedure for ReviewWithin 60 days following receipt by the claimantradtice denying his claim, in whole or in part, ibr,
such notice shall not be given, within 60 daysdwihg the latest date on which such notice coulkHhzeen timely given, the claimant may
appeal denial of the claim by filing a written aipption for review with the Committee. Followingcsurequest for review, the Committee shall
fully and fairly review the decision denying thaich. Prior to the decision of the
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Committee, the claimant shall be given an oppotyui review pertinent documents and to submitédssand comments in writing.

16.4 Decision on ReviewTlhe decision on review of a claim denied in whaléngpart by the Committee shall be made in the
following manner:

16.4.1 Within 60 days following receipt by the Coitiee of the request for review (or within 120 d#yspecial circumstances requ
an extension of time), the Committee shall noftify tlaimant in writing of its decision with regauadthe claim. In the event of such special
circumstances requiring an extension of time, emithotice of the extension shall be furnished ¢éodlaimant prior to the commencement of
extension. Notwithstanding the foregoing, if thaiwl relates to a disability determination, the Cdttewa shall notify the claimant of the
decision within 45 days (which may be extendedafoadditional 45 days if required by special cirstances).

16.4.2 With respect to a claim that is denied irlgtor in part, the decision on review shall setifgpecific reasons for the decision,
shall be written in a manner calculated to be ustded by the claimant, and shall set forth:

0] the specific reason or reasons for the adverserdietation;
(i) specific reference to pertinent Plan provisionsubiich the adverse determination is bas

(iii) a statement that the claimant is entitledd¢oeive, upon request and free of charge, reasea&bkss to, and
copies of, all documents, records, and other inédion relevant to the claimé's claim for benefits; an

(iv) a statement describing any voluntary appeatedures offered by the Plan and the clainsamght to obtair
the information about such procedures, as wellstatament of the claimant’s right to bring an@etinder
ERISA section 502(a
16.4.3 The decision of the Committee shall be farad conclusive.

16.5 Action by Authorized Representative of Claiman All actions set for thin this Section 16 to be taksy the claimant may
likewise be taken by a representative of the claindally authorized by him to act in his behalf ocls matters.
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The Committee may require such evidence as eitlgrreasonably deem necessary or advisable of therity to act of any such
representative.

Section 17.Miscellaneous Provisions:

17.1 Set off The Employer may at any time offset a Participabteferral Compensation Account by an amount (§5t600 to collec
the amount of any loan, cash advance, extensiothef credit or other obligation of the Participgmthe Employer that is then due and pay
in accordance with the requirements of Section 468the Code.

17.2 NoticesEach Participant who is not in Service and eacleBeiary shall be responsible for furnishing then@uittee or its
designee with his current address for the mailihgatices and benefit payments. Any notice requoegdermitted to be given to such
Participant or Beneficiary shall be deemed givetlinécted to such address and mailed by regulatedr8tates mail, first class, postage pre|
If any check mailed to such address is returnathdsliverable to the addressee, mailing of chedkde suspended until the Participant or
Beneficiary furnishes the proper address. Thisigiom shall not be construed as requiring the m@ibf any notice or notification otherwise
permitted to be given by posting or by other pudtimn.

17.3 Lost Distributees A benefit shall be deemed forfeited if the Comnaiti® unable to locate the Participant or Benefjciarwhom

payment is due by the fifth anniversary of the gatgment is to be made or commence; provided thigaileemed investment rate of return
pursuant to Section 8.2 shall cease to be apmiditet Participant’s account following the first ararsary of such date; provided further,
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however, that such benefit shall be reinstatedvdlal claim is made by or on behalf of the Papiieit or Beneficiary for all or part of the
forfeited benefit.

17.4 Reliance on DataThe Employer and the Committee shall have the tighely on any data provided by the Participarivyany
Beneficiary. Representations of such data shaflibéing upon any party seeking to claim a benbfibtigh a Participant, and the Employer
the Committee shall have no obligation to inquin® ithe accuracy of any representation made atiangyby a Participant or Beneficiary.

17.5 HeadingsThe headings and subheadings of the Plan haveitwsemed for convenience of reference and are igrb@ed in any
construction of the provisions hereof.

17.6 Continuation of Employment.The establishment of the Plan shall not be condtaseconferring any legal or other rights upon
any Employee or any persons for continuation oflegmpent, nor shall it interfere with the right &fet Employer to discharge any Employee ol
to deal with him without regard to the effect tharander the Plan.

17.7 Merger or Consolidation; Assumption of PlanNo Employer shall consolidate or merge into or vaittother corporation or
entity, or transfer all or substantially all of @ssets to another corporation, partnership, tnusther entity (a “Successor Entity”) unless such
Successor Entity shall assume the rights, obligatand liabilities of the Employer under the Plad apon such assumption, the Successor
Entity shall become obligated to perform the teemd conditions of the Plan. Nothing herein shashiisit the assumption of the obligations
and liabilities of the Employer under the Plan by &uccessor Entity.
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17.8 Construction.The Employer shall designate in the Adoption Agreetrihe state according to whose laws the provésidrihe
Plan shall be construed and enforced, except textent that such laws are superseded by ERISArendpplicable requirements of the Code.

17.9 TaxesThe Employer or other pay or may withhold a berdigment under the Plan or a Participant’s wagetheoEmployer
may reduce a Participant’s Account balance, inotaeneet any federal, state, or local or employtnt@xwithholding obligations with respect
to Plan benefits, as permitted under Section 400theCode. The Employer or other pay or shall reptan payments and other Plan-related
information to the appropriate governmental agenarequired under applicable laws.

Section 18.Transition Rules:

This Section 18 does not apply to plans newly distadd on or after January 1, 2009.

18.1 2005 Election TerminationNotwithstanding Section 4.1.4, at any time durif@Z2, a Participant may terminate a Participation
Agreement, or modify a Participation Agreementeduce the amount of Compensation subject to therddelection, so long as the
Compensation subject to the terminated or mod#iadicipation Agreement is includible in the incoofehe Participant in 2005 or, if later, in
the taxable year in which the amounts are earndd/ested.

18.2 2005 Deferral ElectionThe requirements of Section 4.1.2 relating to timéng of the Participation Agreement shall not gpiol
any deferral elections made on or before March2085, provided that (a) the amounts to which tHerdal election relate have not been paid
or become payable at the time of the electionth®)Plan was in existence on or before Decembe2®l4, (c) the election to defer
compensation is made in accordance with the tefrtteedPlan as in effect on December 31,2005 (dtien a
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requirement to make a deferral election after Margh2005), and (d) the Plan is otherwise operet@tcordance with the requirements of
Section 409A of the Code.

18.3 2005 Termination of Participation; Distribution. Notwithstanding anything in this Plan to the contrat any time during 200
a Participant may terminate his or her particigatiothe Plan and receive a distribution of hisédefd Compensation Account balance on
account of that termination, so long as the fulbamt of such distribution is includible in the Reigiant’s income in 2005 or, if later, in the
taxable year of the Participant in which the amasitarned and vested.

18.4 Payment ElectionsNotwithstanding the provisions of Sections 7.1 & af the Plan, a Participant may elect on or keefor
December 31, 2008, the time or form of paymentodants subject to Section 409A of the Code provitiadl such election applies only to
amounts that would not otherwise be payable iryta of the election and does not cause an amoupdid in the year of the election that
would not otherwise be payable in such year.
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NOTE: Execution of this Adoption Agreement createsa legal liability of the Employer with significant tax consequences to tt
Employer and Participants. The Employer should obtén legal and tax advice from its professional advigs before adopting the Plar
Principal Life Insurance Company disclaims all liaklity for the legal and tax consequences which restufrom the elections made by th
Employer in this Adoption Agreement.

Principal Life Insurance Company, Raleigh, NC 27612
A member of the Principal Financial Group®

THE EXECUTIVE NONQUALIFIED “EXCESS” PLAN
ADOPTION AGREEMENT

THIS AGREEMENT is the adoption lyhoe Carnival, Inc.(the “Company”) of the Executive Nonqualified Exsédan (“Plan”).

WITNESSETH:

WHEREAS, the Company desires to adopt the Plam asfunded, nonqualified deferred compensation;@ad

WHEREAS, the provisions of the Plan are intendecaimply with the requirements of Section 409A @& @ode and the regulations
there under and shall apply to amounts subjeadtan 409A; and

WHEREAS, the Company has been advised by Printifalnsurance Company to obtain legal and tax egl¥iom its professional
advisors before adopting the Plan,

NOW, THEREFORE, the Company hereby adopts the iRlancordance with the terms and conditions séh fiorthis Adoption
Agreement:

ARTICLE |
Terms used in this Adoption Agreement shall hagesdime meaning as in the
Plan, unless some other meaning is expressly heetiforth. The Employer hereby represents andamtsthat the Plan has been adopted by
the Employer upon proper authorization and the Byg hereby elects to adopt the Plan for the beagfis Participants as referred to in the
Plan. By the execution of this Adoption Agreeméiné, Employer hereby agrees to be bound by the tefiie Plan.
ARTICLE Il
The Employer hereby makes the following designationelections for the purpose of the Plan:
2.6 Committee: The duties of the Committee set forth in the Plaallde satisfied by:
__(a) Company
XX (b) The administrative committee appointed by tloardl to serve at the pleasure of the Board.

__ (c) Board.

___(d) Other (specify):




2.8 CompensationThe “Compensation” of a Participant shall mearofli Participant’s:
XX (a) Base salary.
XX (b) Service Bonus.
XX (c) Performance-Based Compensation earned in adpefil2 months or more.
___(d) Commissions.
___(e) Compensation received as an Independentd@bort reportable on Form 1099.

___(f) Other:

2.9 Crediting Date: The Deferred Compensation Account of a Particigaatl be credited with the amount of any Particiga&ferral to such
account at the time designated below:

___(a) The last business day of each Plan Year.

___(b) The last business day of each calendareuduting the Plan Year.

___(c) The last business day of each month duhiagPlan Year.

__(d) The last business day of each payroll pedizihg the Plan Year.

XX (e) Each pay day as reported by the Employer.

___(f) Any business day on which Participant Deftrare received by the Administrative record keepe

__(g) Other:

2.13 Effective Date:

___(a) This is a newly-established Plan, and tifeckve Date of the Plan is

XX (b) This is an amendment and restatement of andaredShoe Carnival, Inc.

Deferred Compensation Plarwith an effective date gf/1/2000.

The plan was amended and restated/a/2005.

The Effective Date of this amended and restated B|&/1/2014.

This is amendment numbar.

___ (i) Allamounts in Deferred Compensation Accaustiall be subject to the provisions of this amdrated restated Plan.

XX (ii) Any Grandfathered Amounts shall be subjecth® Plan rules in effect on October 3, 2004.



2.20 Normal Retirement Age:The Normal Retirement Age of a Participant shall be
XX (a) Ageb5.

___(b) The later of age or the annargref the participation commencement date. Thégiyation commencement date
is the first day of the first Plan Year in whictetRarticipant commenced patrticipation in the Plan.

__(c) Other:

2.23 Participating Employer(s):As of the Effective Date, the following Participadi Employer(s) are parties to the Plan:

Name of Employe Address Telephone No EIN
Shoe Carnival, Inc. 7500 East Columbia Stree (812) 86'-6471 35-1736614

Evansville, IN47715

2.26 Plan:The name of the Plan $hoe Carnival, Inc. Deferred Compensation Plan

2.28 Plan Year:The Plan Year shall end each year on the last fitheanonth oDecember.
2.30 Seniority Date:The date on which a Participant has:
__(a) Attained age __.
___(b) Completed __ Years of Service from FirsteDait Service.
__(c) Attained age __and completed __ Years ofiGefrom First Date of Service.
___(d) Attained an age as elected by the Partitipan

XX (e) Not applicable — distribution elections for Segiion from Service are not based on SeniorityeDat




4.1 Participant Deferral Credits: Subject to the limitations in Section 4.1 of tharRla

Participant may elect to have his Compensatioiséiected in Section 2.8 of this Adoption Agreemeatierred within the annual limits below
by the following percentage or amount as designatediting to the Committee:

No participant may defer more than an aggregate ta@l of $150,000 from all compensation sources in
any calendar year after 2013.

No participant may defer more than an aggregate ta@l of $100,000 from all compensation sources in
any calendar year after 2008.

No participant may defer more than an aggregate t@l of $50,000 from all compensation sources for
calendar years 2005, 2006, 2007 and 2008.

XX (a) Base salary:
minimum deferral: %

maximum deferral$150,0000r %

XX (b) Service Bonus:
minimum deferral: %

maximum deferral$150,0000r %

XX (c) Performance-Based Compensation:
minimum deferral: %

maximum deferral$150,0000r %

___(d) Commissions:
minimum deferral: %

maximum deferral : $ or %

___(e) Form 1099 Compensation:

minimum deferral: %

maximum deferral : $ or %
___(f) Other:

minimum deferral: %

maximum deferral: $ or %

__(g) Participant deferrals not allowed.



4.2 Employer Credits: Employer Credits will be made in the following mann

XX (a) Employer Discretionary Credits : The Employer may make discretionary credits toBreferred Compensation Account of
each Active Participant in an amount determinefbbaws:

___ (i) An amount determined each Plan Year by tmplByer.

XX (ii) Other: The Employer Discretionary Credits, set forth in Setion 6(f) of the Plan, shall be designated by the
Administrative Committee, in its discretion, for each participant on an annual basis prior to the beqgining of eact

plan year.

XX (b) Other Employer Credits : The Employer may make other credits to the Defeompensation Account of each Active
Participant in an amount determined as follows:

XX (i) An amount determined each Plan Year by the BExygal.

___ (i) Other:

___(c) Employer Credits not allowed.
5.2 Disability of a Participant:

XX (@) A Participant’'s becoming Disabled shall be @lpying Distribution Event and the Deferred Compation Account shall be
paid by the Employer as provided in Section 7.1.

__ (b) A Participant becoming Disabled shall beta Qualifying Distribution Event.

5.3 Death of a Participant:If the Participant dies while in Service, the Emygpshall pay a benefit to the Beneficiary in aroant equal to tt
vested balance in the Deferred Compensation Acanfuihie Participant determined as of the date paysi® the Beneficiary commence, plus:

___(a) An amount to be determined by the Committee.

__(b) Other:

XX (c) No additional benefits.




5.4 In-Service or Education Distributions:In-Service and Education Accounts are permitteceutite Plan:
XX (@) In-Service Accounts are allowed with respect to
___Participant Deferral Credits only.
___ Employer Credits only.
XX Participant Deferral and Employer Credits.
In-service distributions may be made in the follogvimanner:
XX Single lump sum payment.
___Annual installments over a term certain nottceed __ years.
Education Accounts are allowed with respect to:
___Participant Deferral Credits only.
___Employer Credits only.
___Participant Deferral and Employer Credits.
Education Accounts distributions may be made irféflewing manner:
___Single lump sum payment.
___Annual installments over a term certain nottceed __ years.
If applicable, amounts not vested at the time paymdue under this Section cease will be:
___Forfeited
XX Distributed at Separation from Service if vestethat time
___(b) No In-Service or Education Distributionsméted.
5.5 Change in Control Event;
__ (&) Participants may elect upon initial enroliii® have accounts distributed upon a Change imtrGloEvent.
XX (b) A Change in Control shall nbe a Qualifying Distribution Event.
5.6 Unforeseeable Emergency Event:
XX (@) Participants may apply to have accounts disteith upon an Unforeseeable Emergency event.

___(b) An Unforeseeable Emergency shalllmt Qualifying Distribution Event



6. Vesting: An Active Participant shall be fully vested in thenployer Credits made to the Deferred Compensa&aount upon the first to
occur of the following events:

XX (a) Normal Retirement Age.
XX (b) Death.

XX (c) Disability.

XX (d) Change in Control Event

__(e) Other:

XX (f) Satisfaction of the vesting requirement as #pmetbelow:

XX Employer Discretionary Credits:

| For Plan | Participants | XX (i) 100% vesting afte? Years of Service.

| For Plan 1l Participants | XX (ii) 100% vesting aftet Year of Service.

| For Plan 1l Participants | XX (iii) Immediate 100% vesting.

__(iv) Number of Years Vested
of Service Rartage
Lessthan 1 %

1 _ %
2 _%
3 _%
4 _%
5 %
6 %
7 %
8 _ %
9 _ %
10 or more _ %

For this purpose, Years of Service of a Particijsuat] be calculated from the date designated helow

__ (1) First Day of Service.

__(2) Effective Date of Plan Participation.

XX (3) Each Crediting Date. Under this option (3),le&mployer Credit shall vest based on the YeafSeofice

of a Participant from the Crediting Date on whieltle Employer Discretionary Credit is made to his@r
Deferred Compensation Account.




___Other Employer Credits:
___ (i) Immediate 100% vesting.
__ (i) 100% vesting after __ Years of Service.

___(iii) 100% vesting at age __.

__(iv) Number of Years Vested
of Service Rartage
Lessthan 1 %

1 _ %
2 _%
3 _ %
4 _ %
5 _ %
6 _ %
7 _ %
8 _ %
9 _ %
10 or more _ %

For this purpose, Years of Service of a Particijsduatl be calculated from the date designated helow

__ (1) First Day of Service.

___(2) Effective Date of Plan Participation.

__(3) Each Crediting Date. Under this option €3¢ch Employer Credit shall vest based on the Yafag&rvice of

a Participant from the Crediting Date on which ekatiployer Discretionary Credit is made to his or Beferred
Compensation Account.




7.1 Payment Options:Any benefit payable under the Plan upon a permi@adlifying Distribution Event may be made to thetiRipant or hi:
Beneficiary (as applicable) in any of the followipgyment forms, as selected by the ParticipariiérParticipation Agreement:

(a) Separation from Service prior to Seniority DateSeparation from Service if Seniority Date ist Mpplicable

XX (i) A lump sum.
XX (i) Annual installments over a term certain actdd by the Participant not to excefdlyears.

___(iii) Other:

(b) Separation from Service on or After Senioritt® If Applicable

() Allump sum.
__(ii) Annual installments over a term certairetected by the Participant not to exceed years.

___(iii) Other:

(c) Separation from Service Upon a Change in Cbiivent

() Alump sum.
___(ii) Annual installments over a term certairetected by the Participant not to exceed ____ years.
XX (iii) Other: Not Applicable .
(d) Death
XX (i) A lump sum.
___(ii) Annual installments over a term certairetected by the Participant not to exceed ____ years.

___(iii) Other:

(e) Disability
XX (i) A lump sum.
XX (i) Annual installments over a term certain actdd by the Participant not to excefdlyears.

___(iii) Other:

__(iv) Not applicable.
If applicable, amounts not vested at the time paymdue under this Section cease will be:
___Forfeited

__Distributed at Separation from Service if vesiethat time




(f) Change in Control Event

() Allump sum.

___(ii) Annual installments over a term certairetected by the Participant not to exceed years.

___(iii) Other:

XX (iv) Not applicable.

If applicable, amounts not vested at the time paymdue under this Section cease will be:
___ Forfeited

__Distributed at Separation from Service if vestethat time

7.4 De Minimis Amounts.

XX (a) Notwithstanding any payment election made leyRhrticipant, the vested balance in the Deferimug2nsation Account
of the Participant will be distributed in a sindlenp sum payment at the time designated underldreifat the time of a
permitted Qualifying Distribution Event that isteétr a Separation from Service, death, Disabilitgiplicable) or Change
in Control Event (if applicable) the vested baladoes not exceed$5,000. In addition, the Employer may distribute a
Participant’s vested balance at any time if theube¢ does not exceed the limit in Section 402(¢3)19f the Code and
results in the termination of the Participant’simninterest in the Plan

__ (b) There shall be no pre-determined de minanisunt under the Plan; however, the Employer nistyilsute a Participant’s
vested balance at any time if the balance doesexuaed the limit in Section 402(g)(1)(B) of the @ahd results in the
termination of the Participant’s entire interesthe Plan.

10.1 Contractual Liability: Liability for payments under the Plan shall be tegponsibility of the:
XX (a) Company.
___(b) Employer or Participating Employer who enygld the Participant when amounts were deferred.

14. Amendment and Termination of Plan:Notwithstanding any provision in this Adoption Agreent or the Plan to the contrary, Section
of the Plan shall be amended to read asdeabin attached Exhibit

XX There are no amendments to the Plan.

17.9 Construction: The provisions of the Plan shall be construed arfidreed according to the laws of the Staténoliana , except to the
extent that such laws are superseded by ERISAtendpplicable provisions of the Code.
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IN WITNESS WHEREOF, this Agreement has been execaseof the day and year stated below.

Shoe Carnival, Inc.
Name of Employer

By: /s/ Sean Georges
Authorized Person

Date: 12/16/13
The Plan is adopted by the following Participatifrgployers:

Shoe Carnival, Inc.
Name of Employer

By: /s/ W. Kerry Jackson
Authorized Person
Date: 12/16/13
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Exhibit 21

SUBSIDIARIES OF SHOE CARNIVAL, INC.

Subsidiary State of Incorporation/Organizatit Percentage of Ownersh
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 inRkgistration Statements on Form S-8 (Nos. 333-483333-153421, 333-117231, and 333
60114) relating to the 2000 Stock Option and IneenPlan of Shoe Carnival, Inc., the Registratidat&nents on Form S-8 (Nos. 3305(
and 333-44047) relating to the 1993 Stock Optiod brzentive Plan of Shoe Carnival, Inc., the Regtgin Statement on Form S-8 (No. 33
80979) relating to the Employee Stock Purchase BfaBhoe Carnival, Inc., and the Registration $tete on Form S-8 (No. 3332819
relating to the Outside Directors Stock Option PtdrnShoe Carnival, Inc. of our reports dated Agl, 2014, relating to the consolida
financial statements and financial statement sdeedfiShoe Carnival, Inc. and subsidiaries (thefpany”), and the effectiveness of 1
Company’s internal control over financial reportimgpearing in this Annual Report on FormK.@f the Company for the year ended Febr

1, 2014.

/s/ DELOITTE & TOUCHE LLP
Indianapolis, Indiana
April 10, 2014




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

[, Clifton E. Sifford, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Shoe Carnival, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @ther financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15+15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedunesaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtéis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in ttgasteant’s internal control over financial repogithat occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbmg that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reporting; &

The registran$ other certifying officer and | have disclosedsdxdon our most recent evaluation of internal @bmiver financial reportini
to the registrar s auditors and the audit committee of regis’s board of directors (or persons performing theéwedent functions)

(a) All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that ilmes management or other employees who have disamtirole in the registrarg’interna
control over financial reporting

Date: April 10, 2014 By: /s/ Clifton E. Sifforc

Clifton E. Sifforc
President, Chief Executive Officer ¢
Chief Merchandising Offict




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

I, W. Kerry Jackson, certify that:

1.

2.

I have reviewed this annual report on Forr-K of Shoe Carnival, Inc

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @ther financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15+15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedunesaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtéis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in ttgasteant’s internal control over financial repogithat occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbmg that has materially affected, or is reasoy
likely to materially affect, the registré's internal control over financial reporting; &

The registran$ other certifying officer and | have disclosedsdxdon our most recent evaluation of internal @bmiver financial reportini
to the registrar s auditors and the audit committee of regis’s board of directors (or persons performing theéwedent functions)

(a) All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that ilmes management or other employees who have disamtirole in the registrarg’interna
control over financial reporting

Date: April 10, 2014 By: /s W. Kerry Jacksc

W. Kerry Jacksa
Senior Executive Vice Presid
Chief Operating and Financial Officer and Treas




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 Caahivnc. (the “Company”) on Form 1R-for the period ending February 1, 2014 as-
with the Securities and Exchange Commission orddte hereof (the “Report”), Clifton E. Sifford, President, Chief Executivefider anc
Chief Merchandising Officer of the Company, certipursuant to 18 U.S.C. Section 1350, as adoptesupat to Section 906 of the Sarbane:

Oxley Act of 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 fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: April 10, 2014 By: /sl Clifton E. Sifforc
Clifton E. Sifforc

President, Chief Executive Officer ¢
Chief Merchandising Offict




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 Caahivnc. (the “Company”) on Form 1R-for the period ending February 1, 2014 as-
with the Securities and Exchange Commission ordtte hereof (the “Report”),W. Kerry Jackson, Senior Executive Vice Presidéttiel
Operating and Financial Officer and Treasurer ef @mpany, certify, pursuant to 18 U.S.C. Secti®8B0] as adopted pursuant to Section
of the Sarbanes-Oxley Act of 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 fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: April 10, 2014 By: /sl W. Kerry Jacksc
W. Kerry Jacksa

Senior Executive Vice Presidi

Chief Operating and Financial Officer and Treas




