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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549-1004

FORM 10-Q

A QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Quarterly Period Ended October 31, 2009

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission File Number 1-34536

rue2l, inc.

(Exact name of registrant as specified in its chaetr)

DELAWARE 25-131164¢
(State or other jurisdiction of (I.R.S. Employer Identification No.)
Incorporation or Organization)

800 Commonwealth Drive
Suite 100
Warrendale, Pennsylvania 15086
(Address of principal executive offices)
Telephone: (724) 776-9780
(Registrant’s telephone number, including area code

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Sewti or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 dayss 1 No ¥

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥dtb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T during the precedifgrnbnths (or for such shorter period that
the registrant was required to submit and post §iled). Yes O No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file&l Accelerated filerO Non-accelerated file Smaller reporting compani
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). YesO No M
The number of shares outstanding of the regissaatmmon stock was 24,224,962 as of December 109, 20
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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS (UNAUDITED)

rue2l, inc.
Condensed Consolidated Balance Sheets

October 31, January 31, November 1,
2009 2009 2008
(Unaudited)
(in thousands, except per share data)

Assets

Current asset:

Cash and cash equivalel $ 5,33( $ 4,611 $ 3,861
Merchandise inventory, n 87,18: 66,83¢ 76,49:
Prepaid expenses and other current a 14,71¢ 12,29¢ 13,17
Total current asse 107,23( 83,74¢ 93,52¢
Net property and equipme 70,83¢ 56,68 50,29:
Other asset 1,68: 765 1,56:
Total asset $179,74¢ $141,20( $145,38(

Liabilities and stockholders’ equity
Current liabilities:

Current maturities of term de $ — $ — $ 197

Accounts payabl 73,971 60,44¢ 54,40(

Accrued expenses and other current liabili 16,55( 14,96¢ 12,25¢

Accrued payroll and related tax 8,69¢ 7,532 6,184
Total current liabilities 99,22¢ 82,95( 73,03¢
Long-term liabilities:

Long-term debt 21,17¢ 19,47¢ 39,98¢

Deferred rent, tenant allowances and other-term liabilities 26,45¢ 20,38 18,47¢
Total lon¢-term liabilities 47,63 39,851 58,46
Total liabilities 146,85¢ 122,80° 131,50¢
Commitments and Contingenci
Common stock— par value $0.004 per share; 50,08feslauthorized; 22,511; 21,89¢

and 22,020 shares issued and outstanding, resgkc a0 88 88
Additional paid in capita 213 13 91
Retained earning 32,58 18,29: 13,69t
Total stockholde's equity 32,89( 18,39: 13,87«
Total liabilities and stockholde’ equity $179,74¢ $141,20( $145,38(

See accompanying unaudited notes to the condenssdldated financial statements.
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rue2l, inc.
Condensed Consolidated Statements of Income

Thirteen weeks ended Thirty-nine weeks ended
October 31 November 1, October 31, November 1,
2009 2008 2009 2008

(Unaudited)
(in thousands, except per share date

Net sales $137,11( $97,46¢ $370,21« $272,30:
Cost of goods sold (includes certain buying, ocoggand distributiol

center expense 87,53¢ 62,31¢ 237,73¢ 177,21¢
Gross profil 49,57 35,15( 132,48: 95,08:
Selling, general, and administrative expe 35,13t 27,07( 96,211 72,35(
Depreciation and amortization expel 4,42( 2,971 12,19/ 8,24¢
Income from operation 10,01¢ 5,10¢ 24,07( 14,48¢
Interest expense, n 13€ 354 433 1,25¢
Income before income tax 9,88( 4,75k 23,631 13,23(
Provision for income taxe 3,902 1,86: 9,34 5,18¢
Net income $ 5,97¢ $ 2,89: $ 14,29t $ 8,04t
Basic income per common shi $ 0.27 $ 0.1 $ 0.6f $ 0.37
Diluted income per common she $ 0.2¢ $ 0.1 $ 0.6° $ 0.3t
Weighted average basic common shares outstai 22,201 21,95 22,11 21,89
Weighted average diluted common shares outstar 23,05¢ 22,82: 22,82¢ 22,82

See accompanying unaudited notes to the condepssdlxlated financial statements.
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rue2l, inc.
Condensed Consolidated Statements of Cash Flows

Thirty-nine weeks ended
October 31, November 1,
2009 2008

(Unaudited, in thousands)

Operating activities

Net income $ 14,29t $ 8,04¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 12,19« 8,24¢
Deferred taxe 893 (401)
Share based compensat 19z —
Changes in
Merchandise inventor (20,349 (29,339
Accounts payabl 13,52¢ 18,08t
Other 4,752 27€
Net cash provided by operating activit 25,51 4,911
Investing activities
Acquisition of property and equipme (26,499 (16,399
Net cash used for investing activiti (26,499 (16,399
Financing activities
Borrowings under revolve 85,79 98,59:
Payments under revolv (84,09 (63,435
Payments on lor-term debi — (23,157)
Proceeds from stock options exerci: 7 —
Net cash provided by financing activiti 1,70% 12,00¢
Increase in cash and cash equival 71¢ 51&
Cash and cash equivalents, beginning of pe 4,611 3,34:
Cash and cash equivalents, end of pe $ 5,33( $ 3,861

See accompanying unaudited notes to the condepssdlxlated financial statments.
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rue?2l, inc.

Notes to Unaudited Condensed Consolidated Financi8tatements
Thirteen and Thirty-nine weeks ended October 31, 2B and November 1, 2008
(Dollars in thousands unless otherwise indicated)

NOTE 1— Basis of Presentation

rue2l, inc. (the “Company” or “rue21”) is a spetjaktailer of junior and young menapparel and accessories in various strip cemtggmnal
malls and outlet centers throughout the UnitedeSteales are generally transacted for cash okslae through the acceptance of third-party
credit and debit cards.

The consolidated financial statements includehalaccounts of the Company and its wholly ownedisiidry “r services, lic”. All
intercompany transactions and balances have beemaled in consolidation. At October 31, 2009, @@mpany operated in one reportable
segment.

In the opinion of management, the unaudited corettnensolidated financial statements include glisichents, consisting of only normal
recurring adjustments, necessary for the fair state of consolidated financial position, result®pérations, and cash flows for the interim
periods presented. The accompanying unaudited ogedeconsolidated financial statements have bespaped by the Company, pursuant to
the rules and regulations of the Securities anch&mnge Commission (“SEC"Certain information and footnote disclosure norgaitluded in
financial statements prepared in accordance witbwatting principles generally accepted in the UhiB¢ates of America (“GAAP”) have been
condensed or omitted pursuant to such rules andatgns, although the Company believes that tBeldsures made are adequate to ensure
that the information presented is not misleadingc@kdingly, these unaudited condensed consolidatadcial statements and related notes
should be read in conjunction with the consoliddieancial statements and notes thereto for theafigear ended January 31, 2009 included in
the Company’s Registration Statement on Form Silé (fo. 333-161850), as amended.

The results of operations for the thirteen andyhiine week periods ended October 31, 2009 ar@eodssarily indicative of the operating
results for the full fiscal year.

NOTE 2— Summary of Significant Accounting Policies

Fiscal Year

The Company’s fiscal year is 52 or 53 weeks endim¢he Saturday nearest to January 31 of the follpwear. As used herein, the “third
guarter of 2009” and the “third quarter of 2008fereto the thirteen week periods ending October2BD9 and November 1, 2008, respectively.
“Year-to-date 2009” and “year-to-date 2008” refethe thirtynine week periods ending October 31, 2009 and Nbeerh, 2008, respectivel

Estimates

The preparation of financial statements in conféeymiith accounting principles generally acceptedhi@ United States requires management to
make estimates and assumptions. These estimatessmohptions affect the reported amounts of aasetdiabilities and disclosure of
contingent assets and liabilities at the date efitmancial statements and the reported amountstodales and expenses during the reporting
period. Actual results could differ from those esites. On an ongoing basis, management reviewstitaates based on currently available
information. Changes in facts and circumstances maswit in revised estimates.

Seasonality

Our business is seasonal and historically we heakized a higher portion of our net sales, netime@nd operating cash flows in the second
through the fourth fiscal quarters, attributabléhte impact of the summer and holiday selling sessAs a result, our working capital
requirements fluctuate during the year, increasingid-summer in anticipation of the holiday seajliseason. Our business is also subject, at
certain times, to calendar shifts which may ocawnirgy key selling times such as school holidayst&aand regional fluctuations in the
calendar during the back-to-school selling season.

Recent Accounting Standards

In June 2009, the Financial Accounting Standardsr@¢‘FASB”) established authoritative United Sta@AAP, codifying and superseding all
pre-existing accounting standards and literatuhés iewly codified GAAP is effective for financisfatements issued for interim and annual
periods ending after September 15, 2009. The Coynpas adopted the guidance without any impact erctimsolidated financial statements.

Effective February 1, 2009, the Company adopted~h®B’s authoritative guidance related to fair vealneasurements for non-
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rue?2l, inc.

Notes to Unaudited Condensed Consolidated Financi8tatements
Thirteen and Thirty-nine weeks ended October 31, 2B and November 1, 2008
(Dollars in thousands unless otherwise indicated)

financial assets and non-financial liabilities theg measured on a non-recurring basis. Refer te Bléor additional information.

In April 2009, the FASB issued authoritative guidarin connection with interim disclosures about ¥alue of financial instruments. The
guidance requires disclosures about fair valuénafiicial instruments in interim financial statenseas well as in annual financial statements.
These disclosures are effective for interim periedding after June 15, 2009. Refer to Note 7 falitamhal information.

In May 2009, the FASB issued authoritative guidainceonnection with subsequent events. The guidastablishes general standards of
accounting for and disclosure of events that oefter the balance sheet date but before finantEit#ments are issued or are available to be
issued. The literature renames type one and typestilvsequent events as “recognized” subsequentseaed “non-recognized” subsequent
events. For recognized subsequent events, an shttyrecognize in the financial statements tliecés of all subsequent events that provide
additional evidence about conditions that existetti@ date of the balance sheet, including thenedéis inherent in the process of preparing
financial statements. For unrecognized subsequemt®, an entity shall not recognize subsequenite\about conditions that did not exist at
the date of the balance sheet but that arosethétdyvalance sheet date. Refer to Note 10 for adhditinformation.

In June 2009, the FASB issued authoritative guidanconnection with adding qualified special pupentities into the scope of guidance for
consolidation of variable interest entities. Tliisrature also modifies the analysis by which atiiing interest of a variable interest entity is
determined thereby requiring the controlling ingtr® consolidate the variable interest entity.ofvteolling interest exists if a party to a varia
interest entity has both (i) the power to diree #Hetivities of a variable interest entity that tngignificantly impact the entity’s economic
performance and (ii) the obligation to absorb Iessfeor receive benefits from the entity that cooddpotentially significant to the variable
interest entity. The guidance becomes effectivefdlse beginning of the first annual reporting pdrbeginning after November 15, 2009 and
should be applied prospectively for interim andwairperiods upon adoption. The Company is currestbluating the impact the adoption of
the authoritative guidance could have on its cadat#d financial statements.

NOTE 3— Earnings Per Share

Earnings per common share has been computieti@ss (in thousands, except per share data):

Thirteen weeks ended Thirty-nine weeks ended
October 31, November October 31, November

2009 1, 2008 2009 1, 2008
Net income $ 5,97¢ $ 2,89¢ $14,29¢ $ 8,04¢
Weighted average basic common shares outstai 22,20! 21,95: 22,11 21,89/
Impact of dilutive securitie 857 86¢ 717 92¢
Weighted average diluted common shares outstar 23,05¢ 22,82 22,82¢ 22,828
Per common share
Basic income per common shi $ 0.27 $ 0.1: $ 0.6f $ 0.37
Diluted income per common she $ 0.2€ $ 0.1 $ 0.65 $ 0.3t

Equity awards to purchase 369, 487, 849 and 492slod common stock for the thirteen and thirtyemimeeks ended October 31, 2009 and
November 1, 2008, respectively, were outstandiagwkere not included in the computation of weightedrage diluted common sh:
amounts as the effect of doing so would have be&rddutive.

NOTE 4— ShareBased Compensation

In November 2009, the Company adopted the 2009 Busrincentive Plan (the “2009 Plan”) in connectidgth the Company'’s initial public
offering pursuant to which key employees, officensd directors shall be eligible to receive thengg@f stock options,
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rue?2l, inc.

Notes to Unaudited Condensed Consolidated Financi8tatements
Thirteen and Thirty-nine weeks ended October 31, 2B and November 1, 2008
(Dollars in thousands unless otherwise indicated)

stock appreciation rights, restricted stock orrietgld stock units to employees (including officarsl directors who are also employees) of the
Company to purchase up to an aggregate of 3.6omidhares of common stock based on eligibilitytimgsand performance standards
established by the board of directors. Stock optgmranted in the future are generally exercisadtkghty over four years subject to certain
employment terms and conditions. The stock optimin to expire ten years from the date of issuaRestricted stock granted under the 2
Plan vest one year from the date of the grant.dte,cho stock appreciation rights or restrictedlstmits have been issued under the 2009

Effective May 15, 2003, the Company adopted the320@nership Incentive Plan (the “2003 Plan”) purgua which key employees, officers,
and directors were eligible to receive optionsuachase common stock for an aggregate of up ta/d 8fahe shares of the common stock
outstanding based on eligibility, vesting, and perfance standards established by the board oftdiredJpon adopting the 2009 Plan, the
Company terminated the 2003 Plan and no furtheoopfrants will be made under the 2003 Plan.

The following table represents stock options grdywested, and expired under the existing sharedbasmpensation plans for the thirty-nine
weeks ended October 31, 2009. All share based awamhte have been incentive stock options.

Weighted
Weighted- Average
Common Average Remaining Aggregate
Stock Exercise Contractual Intrinsic
Options Price Term Value
(In thousands) (Per share) (In years)
Outstanding January 31, 20 1,214 $ 2.91
Grantec 412 11.4C
Exercisec (421 0.0z
Expired or forfeitec — —
Outstanding October 31, 20 1,20¢ $ 6.82 8.2 $14,68:
Exercisable at October 31, 20 55¢ $ 2.94 7.1 $ 8,95¢

We recognized $169, $193, $0 and $0 in compensakpanse related to stock options for the thiresah thirty-nine weeks ended October 31,
2009 and November 1, 2008, respectively.

The fair value of stock options was estimated atdhte of grant using a Black-Scholes option pgicirodel with the following weighted-
average assumptions:

Thirteen weeks ended Thirty-nine weeks ended
October 31, November October 31, November
2009 1, 2008 2009 1, 2008
Black-Scholes Option Valuation Assumptions

Risk-free interest rate(? 2.6% 4.7% 2.6% 4.7%
Dividend yield $ — $ — $ — $ —
Volatility factor(2) 60.(% 55.(% 60.(% 55.(%
Weighted average expected termr 6.3 year 6.3 year 6.3 year 6.3 year

(1) Based onthe U.S. Treasury yield curve in effethattime of grant with a term consistent with éxpected life of stock option
(2) Expected stock price volatility is based on compkraolatilities of peer companies within ru¢s industry.

(3) Represents the period of time options are expdoted outstanding. The weigh-average expected option term was determined 1
the “simplified method”as allowed by Staff Accounting Bulletin No. 110,88 Based Payments. The expected term used to aslar
option grant under the simplified method is the poidt between the vesting date and the contrattual of the share optio
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rue?2l, inc.

Notes to Unaudited Condensed Consolidated Financi8tatements
Thirteen and Thirty-nine weeks ended October 31, 2B and November 1, 2008
(Dollars in thousands unless otherwise indicated)

NOTE 5— Property, Plant and Equipment

October 31 January 31, November 1,
2009 2009 2008

Furniture and fixture $ 55,76 $ 43,327 $ 39,52:
Leasehold improvemen 51,85¢ 42,28¢ 39,60¢
Automobiles 18 18 18
Computer equipment and softws 15,03¢ 11,26( 8,941
122,67: 96,88¢ 88,08¢
Less accumulated depreciation and amortize (51,83Y) (40,202) (37,799
$ 70,83¢ $ 56,68 $ 50,29:

In accordance with the FASB’s authoritative guidanelated to the impairment or disposal of longdivassets, impairment losses may be
recorded on long-lived assets used in operatiorenvelvents and circumstances indicate that thesassght be impaired and the undiscounted
cash flows estimated to be generated by thosesamsetess than the carrying amounts of thosesadbstich a condition occurs, the assets are
adjusted to their estimated fair value, which ieedmined based upon prices for similar assets. irmeent charges of $33 and $152 and $52
$208 were recognized for the thirteen and thirtyeniveeks ended October 31, 2009 and November 8, 286pectively, for assets related to
stores to be converted and are recorded in seliieigeral, and administrative expense in the accowipg Condensed Consolidated Statements
of Income. In accordance with the FASB’s authoitaguidance related to fair value measurementadorfinancial assets and non-financial
liabilities, the Company determined that the failue measurements related to the impaired lond assets discussed above are derived from
significant other observable inputs (“Level 2 ingiit

NOTE 6— Long-Term Debt

Effective April 10, 2008, the Company establishditva-year $60,000 senior secured credit facilthe(“Senior Facility”) with Bank of
America, N.A., which was amended on November 28920 he borrowing ceiling is expandable at the Canyfs option in increments of
$5,000 up to a limit of $85,000 under certain deficonditions. Availability under the Senior Fagiiis collateralized by a first priority interest
in all the Company’s assets. The Senior Faciligraes interest at the Bank of America base raf@etbat the Company’s option as the prime
rate or the Eurodollar rate plus applicable mavghiich ranges from 1.25% to 2.00% set quarterly ddpat upon average net availability on
the Senior Facility during the previous quartef-ifed Charge covenant is applicable only if theatilability falls below thresholds of 15%
in calendar year 2009, and 10% thereafter. The @Gom|s in compliance with all covenants under teai6r Facility at October 31, 2009. The
Senior Facility matures in April 2013. Refer to Rdt0 regarding the amendment of the Senior Facility

NOTE 7— Fair Value

The FASBS authoritative guidelines require the categoriatf assets and liabilities into three levels daggon the assumptions (inputs) u
to price the assets or liabilities. Level 1 prowdiee most reliable measure of fair value, whekea®l 3 generally requires significant
management judgment. The three levels are defisdallaws:

« Level 1: Unadjusted quoted prices in active markatsdentical assets and liabilities. The Com[’s cash and cash equivalents of $5,:
$4,611 and $3,861 as of October 31, 2009, Januar2(®9 and November 1, 2008, respectively, arerteg at fair value utilizing Level 1
inputs.
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rue?2l, inc.

Notes to Unaudited Condensed Consolidated Financi8tatements
Thirteen and Thirty-nine weeks ended October 31, 2B and November 1, 2008
(Dollars in thousands unless otherwise indicated)

. Level 2: Observable inputs other than those ohetliin Level 1. For example, quoted prices for kimassets or liabilities in active
markets or quoted prices for identical assetsadnillties in inactive market:

. Level 3: Unobservable inputs reflecting managers own assumptions about the inputs used in pritiagsset or liability

As of October 31, 2009, January 31, 2009 and Noeerhp2008, respectively, management believeghieatarrying amounts of cash and cash
equivalents, receivables, and payables approxifaatealue because of the short maturity of thésarfcial instruments. Additionally,
management believes the fair value of the long-téebt approximates carrying value as of OctobeB809, January 31, 2009 and

November 1, 2008, respectively, as the debt ingnirhas a variable interest rate that resets qlar

NOTE 8— Income Taxes

The provision for income taxes is based on theetirestimate of the annual effective tax rate aratljusted as necessary for discrete events
occurring in a particular period. The effectivednee tax rate for the thirteen weeks ended Octobe?P@09 was 39.5% compared to 39.2% for
the thirteen weeks ended November 1, 2008. Thetaféeincome tax rate for the thirty-nine weeks esh@ctober 31, 2009 was 39.5%
compared to 39.2% for the thirtyine weeks ended November 1, 2008. The higherteféeimcome tax rate for the third quarter and yeatate
2009 was primarily the result of an increase inahmunt of non-deductible expenses.

The company classifies interest and penalties adesment of tax expense. The amount of tax reliatiedest and penalties for thirteen and
thirty-nine weeks ended October 31, 2009 and Nowerip2008, respectively, was not material.

The Company recognizes income tax liabilities edlab unrecognized tax benefits in accordance thigh-ASB’s authoritative guidance
related to uncertain tax positions and adjustsettiabilities when its judgment changes as thelteduhe evaluation of new information. The
Company does not anticipate any significant changése unrecognized tax benefits recorded at #henlge sheet date within the next

12 months.

NOTE 9— Commitments and Contingencies

From time to time, the Company is involved in k&ign relating to claims arising out of the norroalirse of business. As of the date hereo
Company is involved in no litigation that the Compéelieves will have a material adverse effeciteironsolidated financial condition,
results of operation, or liquidity.

NOTE 10— Subsequent Events

On November 13, 2009, the Company completed aialipiiblic offering of 7,780,252 shares of commuotk at a price to the public of
$19.00 per share, of which 1,650,000 shares wédebyathe Company, 5,115,437 were sold by thersghihareholders (including 913,590 by
members of the Company’s management) and 1,014jgdres were sold by a certain selling stockholdesyant to the underwriters’ over-
allotment option. Upon completion of the offerinige Company received net proceeds of approxim&@dy2 million.

In conjunction with the initial public offering @ommon stock, the Company was reincorporated imWele. The Company’s authorized
capital stock consists of 200,000,000 shares ofneomstock, par value $0.001 per share, and 10,00GRares of preferred stock, par value
$0.001 per share.

On November 24, 2009, the Company amended its SEamlity with Bank of America, N.A. An amendmeee of $125 was paid on the
effective date of the amendment. Key provisionthefamendment include an increase in the borroggiling to $85,000 from $60,000, which
is further expandable at the Company’s option arements of $5,000 up to a limit of $100,000 urzigtain defined conditions. Interest
accrues at the higher of the Federal Funds rase(p&0%, the prime rate or the adjusted LIBOR pis the applicable margin which ranges
from 1.25% to 3.00%.

The Company has evaluated subsequent events oagthirough December 16, 2009, the date which theal@ated financial statements are
filed with the SEC. Other than the events disclasigolve, no events have occurred that would reguijestment to or disclosure in the
condensed consolidated financial statements.

10
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

You should read the following discussion in confiamcwith our Registration Statement on Form S-ile(No. 333161850), as amended, wh
became effective on November 13, 2009. The stateimnethis discussion regarding industry outlooldr expectations regarding our future
performance, liquidity and capital resources antestnor-historical statements in this discussion are forvipoking statements. These
forward-looking statements are subject to numerous riskisuantertainties, including, but not limited to, thigks and uncertainties describec
“Risk Factors” and “Forward-Looking Statements.” @actual results may differ materially from thosantained in or implied by any
forward-looking statements.

We operate on a fiscal calendar widely used by¢teal industry that results in a given fiscal yeaonsisting of a 52- or 53-week period ending
on the Saturday closest to January 31 of the faligwear. For example, references to “fiscal ye@02” refer to the fiscal year ended
January 30, 201(C

FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwmimaking statements within the “safe harbprovisions of the Private Securities Litigati
Reform Act of 1995. All statements other than thibeg are purely historical are forward-lookingtetaents. Forward-looking statements give
our current expectations and projections relatingur financial condition, results of operationsyns, objectives, future performance and
business. You can identify forward-looking statetsdy the fact that they do not relate stricthhistorical or current facts. These statements
may include words such as “anticipate,” “estimateXpect,” “project,” “plan,” “intend,” “believe,”may,” “will,” “should,” “can have,”

“likely” and other words and terms of similar meagin connection with any discussion of the timarghature of future operating or financial
performance or other events. For example, all statés we make relating to our estimated and prejeearnings, revenues, costs,
expenditures, cash flows, growth rates and findamegults, our plans and objectives for future aiens, growth or initiatives, strategies, or
expected outcome or impact of pending or threatditigdtion are forward-looking statements. All feaird-looking statements are subject to
risks and uncertainties that may cause actualteegutiffer materially from those that we expectedluding, but not limited to the following:

. failure to successfully execute our growth stygténcluding delays in store growth and store @eions, difficulties executing sales
and operating profit margin initiatives and invagtehrinkage preventiot

. the failure of our new stores or the conversiopwfexisting stores to achieve sales and oper&girgls consistent with ot
expectations

. risks and challenges in connection with sourcingamendise from domestic and foreign vend

. our level of success in gaining and maintainingadronarket acceptance of our exclusive bra

. our failure to protect our brand imag

. our debt levels and restrictions in our senior sedwredit facility and in agreements for otheraebtédness we may inct

. economic conditions, including their effect on fimancial and capital markets, our vendors andrimss partners, employment leve
consumer demand, spending patterns, inflation eeddst of good:

. our loss of key personnel or our inability to héditional personne

. seasonality of our busines

. increases in costs of fuel, or other energy, trartafion or utilities costs and in the costs ofdaand employmen
. the impact of governmental laws and regulationstaecdutcomes of legal proceedin

. disruptions in our supply chain and distributioniligy;

. damage or interruption to our information syste

. changes in the competitive environment in our imgusnd the markets in which we operz

. natural disasters, unusually adverse weather dondjtpandemic outbreaks, boycotts anc-political events

. the incurrence of material uninsured losses orssige insurance costs; a

. our failure to maintain effective internal contrc
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Results of Operations

The following tables summarize key componeifitsur results of operations for the periods intédaboth in dollars and as a percentage of
net sales:

Thirteen weeks ended Thirty-nine weeks ended

October 31 November 1, October 31, November 1,
2009 2008 2009 2008
(Unaudited)
(in thousands, except per share data)

Net sales $137,11( $97,46¢ $370,21- $272,30:
Cost of goods sold (includes certain buying, ocaggand distributiol

center expense 87,53¢ 62,31¢ 237,73 177,21¢
Gross profil 49,57! 35,15( 132,48: 95,08t
Selling, general, and administrative expe 35,13¢ 27,07( 96,217 72,35(
Depreciation and amortization expel 4,42( 2,971 12,194 8,24t
Income from operatior 10,01¢ 5,10¢ 24.,07( 14,48¢
Interest expense, n 13€ 354 433 1,25¢
Income before income tax 9,88( 4,75k 23,631 13,23(
Provision for income taxe 3,90z 1,86: 9,34z 5,18¢E
Net income $ 5,97¢ $ 2,89¢ $ 14,29t $ 8,04f
Basic income per common shi $ 0.27 $ 0.1: $ 0.6f $ 0.37
Diluted income per common she $ 0.2¢ $ 0.1: $ 0.6 $ 0.3t
Weighted average basic common shares outstal 22,201 21,95: 22,11 21,89
Weighted average diluted common shares outstar 23,05¢ 22,82 22,82¢ 22,82¢

Net sales
Cost of goods sold (includes certain buying, ocoggand distribution
center expense

Gross profi

Selling, general, and administrative expe
Depreciation and amortization expel

Income from operation

Interest expense, n

Income before income tax
Provision for income taxe

Net income

Effective Tax Rate

Operating Data (unaudited)

Number of stores open at the end of the pe

Total gross square feet at the end of the perioth@usands
Sales per gross square foot for the periods inelik
Comparable store sales chai

Comparable Store Sales

Thirteen weeks ended

Thirty-nine weeks ended

October 31, November 1, October 31, November 1,
2009 2008 2009 2008
100.(% 100.(% 100.(% 100.(%
63.6% 63.9% 64.2% 65.1%
36.2% 36.1% 35.6% 34.%%
25.6% 27.€% 26.(% 26.6%
3.2% 3.C% 3.3% 3.0%
7.3% 5.2% 6.5% 5.3%
0.1% 0.4% 0.1% 0.5%
7.2% 4.9% 6.4% 4.9%
2.8% 1.9% 2.5% 1.9%
4.4% 3.C% 3.9% 3.0%
39.5% 39.2% 39.5% 39.2%
Thirteen weeks ended Thirty-nine weeks ended
October 31, November 1, October 31, November 1,
2009 2008 2009 2008
534 43¢ 534 43¢
2,364 1,86¢ 2,364 1,86¢
$ 61 $ 57 $ 177 $ 174
13.5% 6.6% 7.4% 0.8%

A store is included in comparable store sales erfitht day of the sixteenth month as new storeeg@ly open with above r-rate sale:



volumes, which usually extend for a period of asstethree months, and comparability is achievedveveonths after the initial three-month
period after store opening. Comparable store $athsde existing stores that have been converteditoue2l etc! layout. When a store that is
included in comparable store sales is in proce$®inly converted to our rue21 etc! layout, netstiem that store remain in comparable store
sales. There may be variations in the way in wkimme of our competitors and other apparel retadialulate comparable or “same store”
sales. As a result, data in this Quarterly Reporform 10-Q regarding our comparable store salgsnoBbe comparable to similar data made
available by other retailers. Non-comparable ssales include sales not included in comparable sales and sales from closed stores.
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The approximate percentage of our net salegedfrom our product categories, based on owarivetl merchandising system, is as follows:

Thirteen weeks endec Thirty -nine weeks ende
October 31, November 1, October 31, November 1,
2009 2008 2009 2008
Girls

Apparel 58.2% 59.6% 58.1% 59.%
Accessories 22.2% 22.2% 23.1% 22.%
Guys Apparel and Accessorie 19.4% 18.2% 18.2% 17.5%
100.(% 100.(% 100.(% 100.(%

Thirteen Weeks Ended October 31, 2009 Compared tohirteen Weeks Ended November 1, 2008
Net Sales

Net sales increased 40.7%, or $39.6 million, to7$13nillion for the thirteen weeks ended OctoberZ109 from $97.5 million for the thirtee
weeks ended November 1, 2008. The increase iratet was due to an increase of approximately 408teimumber of transactions, primarily
driven by new store openings and an increase abappately 0.3% in the average dollar value of saagtions per store.

Comparable store sales increased 13.5% for thed¢minveeks ended October 31, 2009 compared tacezase of 6.6% for the thirteen weeks
ended November 1, 2008. Comparable store salesaised by $29.3 million and non-comparable stoesdatreased by $10.3 million. There
were 386 comparable stores and 148 non-compartmksopen at October 31, 2009 compared to 304 28drespectively, at November 1,
2008.

The decrease in the girls apparel category asepege of net sales and the approximate correggpimtrease in the guys apparel and
accessories category as a percentage of net sateeflective of varying category sales growthgaléde guys apparel and accessories cat
grew by approximately 50%. The girls accessoriésgmay grew by approximately 41% and the girls appeategory grew by approximately
38%.

Gross Profit

Gross profit increased 41.0%, or $14.4 millionthia thirteen weeks ended October 31, 2009 to $#8lien from $35.2 million in the thirteen
weeks ended November 1, 2008. Gross margin inateE®®asis points to 36.2% for the thirteen weelded October 31, 2009 from 36.1%
the thirteen weeks ended November 1, 2008. Thigése in gross margin was primarily attributabla &80 basis point decrease in store
occupancy, distribution and buying costs as thesésdncreased at a lower rate than net sales.ifibi®vement was offset by a 170 basis p
decline in merchandise margin as a percent of s@leslower merchandise margin was the result dharease in the amount of markdowns.

Selling, General and Administrative Expense

Selling, general and administrative expense ine@&9.8%, or $8.1 million, to $35.1 million in ttrérteen weeks ended October 31, 2009
from $27.1 million for the thirteen weeks ended Bimber 1, 2008. As a percentage of net sales, getleneral and administrative expense
decreased to 25.6% in the thirteen weeks endedch@c81, 2009 from 27.8% in the thirteen weeks erndedember 1, 2008.

Store operating expenses increased by $6.2 mipliomarily resulting from the operation of 534 s®ies of October 31, 2009 compared to the
operation of 433 stores as of November 1, 2008 percentage of net sales, store operating expeesesased to 18.6% for the thirteen we
ended November 1, 2009 from 19.8% for the thiriwerks ended November 1, 2008, due primarily toglbgosts as a percentage of sales
declining as a result of the increase in comparstaee sales during the thirteen weeks ended Oc8ihe2009.

Administrative and general expenses decreasegeascantage of net sales to 7.0% for the thirteesk&vended October 31, 2009 from 8.0%
the thirteen weeks ended November 1, 2008 as tlosde increased at a lower rate than net sales.
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Depreciation and Amortization Expense

Depreciation and amortization expense increasedpescentage of net sales to 3.2% for the thineseks ended October 31, 2009 from 3.0%
for the thirteen weeks ended November 1, 2008;1at fillion. The increase was due to growth in tmxpenditures to $9.8 million for the
thirteen weeks ended October 31, 2009 from $6.Bomifor the thirteen weeks ended November 1, 200&s increase follows annual incree

in capital expenditures of $3.7 million in fiscaar 2007 and $6.2 million in fiscal year 2008.

Interest Expense, Net

Interest expense, net decreased by $0.2 milli®dtd million for the thirteen weeks ended OctobkrZ)09 due primarily to a decrease in
average borrowings under our senior secured diadiity.

Provision for Income Taxes

The increase in provision for income taxes of $8illion in the thirteen weeks ended October 31,286m the thirteen weeks ended
November 1, 2008 was due primarily to the $5.1ionlincrease in p-tax income. The effective tax rates were 39.5% 2$a% for the
thirteen weeks ended October 31, 2009 and theéninveeks ended November 1, 2008, respectivelyhitier effective income tax rate was
primarily the result of an increase in the amouman-deductible expenses.

Net Income

Net income increased 106.9 %, or $3.1 million, @&d0%million for the thirteen weeks ended OctoberZ109 from $2.9 million for the thirtee
weeks ended November 1, 2008. This increase wasodhe factors discussed above.

Thirty-nine Weeks Ended October 31, 2009 ComparedtThirty-nine Weeks Ended November 1, 2008
Net Sales

Net sales increased 36.0%, or $97.9 million, to®3Million for the thirt-nine weeks ended October 31, 2009 from $272.3anifor the
thirty-nine weeks ended November 1, 2008. The mmeen net sales was due to an increase of appauedyB7% in the number of
transactions, primarily driven by new store opesjrgartially offset by a decrease of approximalélyin the average dollar value of
transactions per store.

Comparable store sales increased 7.4% for thethinie weeks ended October 31, 2009 compared tocagase of 0.8% for the thirty-nine
weeks ended November 1, 2008. Comparable storg isaleased by $67.6 million and non-comparableestales increased by $30.3 million.
There were 386 comparable and 148 non-comparaiiessbpen at October 31, 2009 compared to 304 2&drdspectively, at November 1,
2008.

The decrease in the girls apparel category ascpege of net sales and the corresponding inciedlse girls accessories category as a
percentage of net sales and the guys apparel @edsries as a percentage of net sales was refl@ftvarying category sales growth rates.
The girls apparel category grew by approximate63&hile the girls accessories category grew by @aprately 43% and the guys apparel
and accessories category grew by approximately &tfincrease in girls accessories as a percenfdgeal net sales was due to management
efforts to expand the number of items in the gidsessories category.

Gross Profit

Gross profit increased 39.3%, or $37.4 millionthe thirty-nine weeks ended October 31, 2009 t®2 &illion from $95.1 million in the
thirty-nine weeks ended November 1, 2008. Grosgimancreased 90 basis points to 35.8% for theythime weeks ended October 31, 2009
from 34.9% for the thirty-nine weeks ended Novemhe2008. This increase was primarily attributabla 10 basis point increase in
merchandise margin, due primarily to lower merchssmdosts. The remainder of the gross margin iser@as due to an 80 basis point
decrease in store occupancy, distribution and lyugasts as these costs increased at a lower eaien#t sales.
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Selling, General and Administrative Expense

Selling, general and administrative expense ine@&8.0%, or $23.9 million, to $96.2 million in ttkérty-nine weeks ended October 31, 2009
from $72.4 million for the thirty-nine weeks endddvember 1, 2008. As a percentage of net saldB)gajeneral and administrative expense
decreased to 26.0% in the thirty-nine weeks endetdii@r 31, 2009 from 26.6% in the thirty-nine weeksled November 1, 2008. Store
operating expenses increased by $18.5 million prlyneesulting from the operation of 534 store&d©ctober 31, 2009 compared to the
operation of 433 stores as of November 1, 2008 percentage of net sales, store operating expeesesased slightly to 19.1% for the thirty-
nine weeks ended October 31, 2009 from 19.2% fothhty-nine weeks ended November 1, 2008 aswdtrekpayroll costs declining as a
percentage of sales. Due in part to insuranceesgdtht proceeds of $223,000 received during thensegoarter of 2009, administrative and
general expenses decreased as a percentage afasetos6.9% for the thirty-nine weeks ended Oat@ie 2009 from 7.4°% for the thirty-nine
weeks ended November 1, 2008.

Depreciation and Amortization Expense

Depreciation and amortization expense increasedpgscentage of net sales to 3.3% for the thintyenveeks ended October 31, 2009 from

3.0% for the thirtynine weeks ended November 1, 2008, or $4.0 millldre increase was due to growth in capital expaneitto $26.5 millio

for the thirty-nine weeks ended October 31, 2008f16.4 million for the thirty-nine weeks endedvwdmber 1, 2008. This increase follows
annual increases in capital expenditures of $3llfomin fiscal year 2007 and $6.2 million in fidggear 2008.

Interest Expense, Net

Interest expense, net decreased by $0.8 milli®dté million for the thirty-nine weeks ended OctoBg&, 2009 due primarily to a decrease in
average borrowings under our senior secured diadiity.

Provision for Income Taxes

The increase in provision for income taxes of $dilfion in the thirty-nine weeks ended October 3209 from the thirty-nine weeks ended
November 1, 2008 was due primarily to the $10.4iomlincrease in p-tax income. The effective tax rates were 39.5%2$@2% for the
thirty-nine weeks ended October 31, 2009 and tigythine weeks ended November 1, 2008, respegtivel

Net Income
Net income increased 77.8%, or $6.3 million, to.8rillion for the thirt-nine weeks ended October 31, 2009 from $8.0 millar the thirty-
nine weeks ended November 1, 2008. This increasedwe to the factors discussed above.

Liquidity and Capital Resources

Our primary sources of liquidity are cash flowsnfroperations and borrowings under our senior seotnedit facility. Our primary cash needs
are for capital expenditures in connection withropg new stores and converting existing stores,thaddditional working capital required
the related increase in merchandise inventoriesh @aalso required for investment in informatienhtnology and distribution facility
enhancements and funding normal working capitalireqents.

The most significant components of our working tal@re cash and cash equivalents, merchandisatones, accounts payable and other
current liabilities. Our working capital positioethefits from the fact that we generally collecttcdem sales to customers the same day or, in
the case of credit or debit card transactions,iwiteveral days of the related sale, and we tylgit@ve up to 75 days to pay our vendors.
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A summary of operating, investing and financing\iiiés are shown in the following table:

Thirty -nine weeks ende(

October 31 November 1
2009 2008 Change
(In thousands
Net cash provided by operating activit $ 25,51 $ 4,911 $ 20,60(
Net cash used for investing activiti (26,499 (16,399 (20,109
Net cash provided by financing activiti 1,70 12,00¢ (10,299
Net increase in cas $  7i¢ $ 51€ $ 201

Operating Activities— Operating activities consist primarily of net @mee adjusted for non-cash items, including deptieciaand
amortization, deferred taxes, the effect of workiagital changes and tenant allowances received ladlords.

Thirty-nine weeks ended
October 31 November 1
2009 2008 Change
(In thousands

Operating activities

Net income $ 14,29¢ $ 8,04t $ 6,25(

Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 12,194 8,24t 3,94¢
Deferred taxe (619) (401) (21¢)
Shar+based compensatic 19¢ — 19¢
Merchandise inventor (20,349 (29,339 8,99
Accounts payabl 13,52¢ 18,08t (4,557
Other working capital componer 2,33¢ (4,69€) 7,032
All other 3,92¢ 4,972 (1,044

Net cash provided by operating activit $ 25,51! $ 4,911 $20,60(

Operating Activities

Net cash provided by operating activities was $28ilson and $4.9 million for the thin-nine weeks ended October 31, 2009 and the thirty-
nine weeks ended November 1, 2008, respectively.$20.6 million improvement in the thirty-nine weednded October 31, 2009 when
compared to the thirty-nine weeks ended Novemb20Q8 was due to increased net income ($6.3 mjlkord higher non-cash depreciation
and amortization ($4.0 million) expense. Improvetaen our requirements for inventory net of acceypdyable and our other working capital
components provided a reduction in our use of chsipproximately $10.1 million versus the compaggtiior year period.

I nvesting Activities

Investing activities consist entirely of capitabexditures for new and converted stores, as weafiestment in information technology and
distribution facility enhancements.

Thirty-nine weeks ended
October 31 November 1
2009 2008 Change
(In thousands

Investing activities

Capital expenditures, net of tennant allowa $ (19,097 $ (10,209 $ (8,889
Tenant Allowance (7,402 (6,190 (1,217
Capital expenditure $ (26,499 $ (16,399 $(10,109)
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For the thirty-nine weeks ended October 31, 20@®takexpenditures, net of tenant allowances ineda8.9 million compared to the thirty-
nine weeks ended November 1, 2008. The expansitiredfistribution center and higher investmenniieimation technology accounted for
more than 50% of the increase. The remainder ofitrease was due primarily to the opening of 85 atores and 25 store conversions
totaling $9.9 million in the thirty-nine weeks emd®ctober 31, 2009 and $7.0 million for 82 new escand 19 conversions in the thirty-nine
weeks ended November 1, 2008.

Financing Activities

Financing activities consist principally of net bmwings under our credit facilities, along with tlegpayment of certain long-term debt in the
comparable prior year period.

Thirty-nine weeks ended
October 31 November 1
2009 2008 Change
(In thousands

Financing activities

Net borrowings under revolvi $ 1,70C $ 35,157 $(33,457)
Payments on lor-term debi — (23,157) 23,15
Proceeds from stock options exerci: 7 — 7
Net cash provided by financing activiti $ 1,70i $ 12,00¢ $(10,299)

Net cash of $1.7 million was provided by financaivities in the thirt-nine weeks ended October 31, 2009, which was pifynatilized to
fund capital expenditures in the current fiscalry$23.2 million of the proceeds from our senicrwged credit facility in fiscal year 2008 were
used to repay the senior revolver established on Ma2003 and all term note loan facility finargiarrangements with BNP Paribas.

Senior Secured Credit Facility

Effective April 10, 2008, we established a fiyear $60.0 million senior secured credit facilitittwBank of America, N.A., which was ament
on November 24, 2009. Under the agreement, weldeet@increase the limit of the senior securediicfacility in increments of $5.0 million
up to $85.0 million under certain defined condiioAvailability under our senior secured creditilfgcis collateralized by a first priority
interest in all of our assets.

Our senior secured credit facility accrues inteatshe Bank of America base rate, defined at gtion as the prime rate or the Eurodollar rate
plus applicable margin, which ranges from 1.25%.6% set quarterly dependent upon average neéi#if under our senior secured credit
facility during the previous quarter. The weighikerage interest rate under our senior secured ¢aedity for the thirty-nine weeks ended
October 31, 2009 and for the thirty-nine weeks endevember 1, 2008 was 2.51% and 4.69 %, respé&cti@er excess borrowing capacity
under our senior secured credit facility was $38ilion, $40.5 million and $20.0 million on Octob2t, 2009, January 31, 2009 and
November 1, 2008, respective

Our senior secured credit facility includes a fixahrge covenant applicable only if net availapilétlls below thresholds of 15% in calendar
year 2009 and 10% thereafter. We are in compliaviteall covenants under our senior secured cffaditity as of October 31, 200

We believe that our cash position, net cash pravideoperating activities and availability under senior secured credit facility will be
adequate to finance working capital needs and plducapital expenditures for at least the next tevehonths.

Subsequent Events

On November 13, 2009, the Company completed aialipitiblic offering of 7,780,252 shares of comm¢otk at a price to the public of
$19.00 per share, of which 1,650,000 shares wédebgathe Company 5,115,437 were sold by the geBimareholders (including 913,590 by
the members of Company’s management) and 1,014}84dres were sold by a certain selling stockholdesyant to the underwriters’ over-
allotment option. Upon completion of the offerinige Company received net proceeds of approxim&adymillion.

On November 24, 2009, the Company amended its ise@dnired credit facility with Bank of America, N.An amendment fee of $0.1 million
was paid on the effective date of the amendment.gfevisions of the amendment include an increagké borrowing ceiling to $85 million
from $60 million, which is further expandable a¢ tBompany’s option in increments of $5 million vpatlimit of $100 million under certain
defined conditions. Interest accrues at the higlighe Federal Funds rate plus .50%, the primeaathe adjusted LIBOR rate plus 1.00% plus
the applicable margin which now ranges from 1.26%.00%.
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Off Balance Sheet Arrangements

We are not a party to any off balance sheet arrapgés.

Contractual Obligations

There have been no significant changes to our actual obligations and commercial commitments asldsed in our Registration Statement
on Form S-1 (File No. 333-161850), as amended, lwbheacame effective on November 13, 2009, other thase which occur in the normal
course of business.

Critical Accounting Policies and Estimates

The preparation of financial statements in accardamith accounting principles generally acceptethUnited States of America requires
management to adopt accounting policies and majefisiant judgments and estimates to develop ansorgitected and disclosed in the
financial statements. In many cases, there armatige policies or estimation techniques that ddag used. We maintain a process to review
the application of our accounting policies andaleate the appropriateness of the many estimb#ste required to prepare the consolidated
financial statements. There have been no significhanges to our critical accounting policies astihgates as discussed in our Registration
Statement on Form S-1 (File No. 333-161850), asnale, which became effective on November 13, 2009.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Our principal market risk relates to interest rsg@sitivity, which is the risk that future changemterest rates will reduce our net income ol
assets. Our senior secured credit facility accintesest at the Bank of America N.A. base rateingef at our option as the prime rate or the
Eurodollar rate plus applicable margin, which ranffem 1.25% to 2.00% set quarterly dependent @y@nage net availability under our
senior secured credit facility during the previgusirter. At October 31, 2009 the weighted-averatgrést rate on our borrowings was 2.51%.
Based upon a sensitivity analysis at October 3Q928ssuming average outstanding borrowings ddisegl 2009 of $23 million a 50 basis
point increase in interest rates would result inngnease our annual interest expense by approaiynd0.1 million.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management has evaluated, under the supenésibmith the participation of our Chief Execut®éicer and Chief Financial Officer, the
effectiveness of our disclosure controls and praoes] as defined in Rule 13(&3{e), as of the end of the period covered byrdp®rt pursual
to Rule 13a-15(b) under the Securities ExchangeoAtB34 (the “Exchange Act”). Based on that eviatum our Chief Executive Officer and
Chief Financial Officer have concluded that ouictisure controls and procedures are effective sueng that information required to be
disclosed in our Exchange Act reports is (1) reedrgprocessed, summarized and reported in a timahner and (2) accumulated and
communicated to our management, including our Cliefcutive Officer and Chief Financial Officer,@gpropriate to allow timely decisions
regarding required disclosure.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal cootre financial reporting during the period endeddber 31, 2009 that have materially
affected, or that are reasonably likely to matsriaffect, our internal control over financial refing.

PART I.—OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, the Company is involved in k&ign relating to claims arising out of the norroalirse of business. As of the date hereo
Company is involved in no litigation that the Compdelieves will have a material adverse effecit®wonsolidated financial condition,
results of operation, or liquidity.

18




Table of Contents

Item 1A. Risk Factors

There have been no significant changes in ourfaistors from those previously reported and disaddseour Registration Statement on Form
S-1 (File No. 333-161850), as amended, which becazfeetive on November 13, 2009.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Unregistered Sales of Equity Securities

During the period from August 1, 2009 thro@étober 31, 2009, 42,480 options to purchase constamk of the Company were granted.
From August 1, 2009 to October 31, 2009, the Comigaamployees exercised options to purchase 42G;6&fks of the Company’s common
stock pursuant to options issued under the Compahryiended and Restated 2003 Ownership Incentived®lan average purchase price of
$0.02 per share for an aggregate purchase priapprbximately $7,150. These issuances were maddiamce upon the exemption from
registration requirements of Rule 701 of the SeiasriAct of 1933, as amended.

Use of Proceeds

On November 12, 2009, the Company’s registnastatement on Form S-1 (File No. 333-161850) aeadared effective for the Company’s
initial public offering, pursuant to which the Coany registered the offering and sale of 1,650,0@0es of common stock by the Company
and the associated sale of 5,115,437 shares of oarstock by selling stockholders and the additicadé pursuant to the underwriters’ over-
allotment option for an additional 1,014,815 sharesommon stock by certain of the selling stockleo$, at a public offering price of $19.00
per share. On November 18, 2009, the Company s6%D1000 shares of common stock for an aggregéemg price of approximately $29.2
million, and the selling stockholders sold 6,13@ 385ares of common stock, including 1,014,815 shauesuant to the underwriters’ over-
allotment option, for an aggregate offering pri€&b16.5 million and the offering has terminatetieTmanaging underwriters were BofA
Merrill Lynch, Goldman, Sachs & Co. and J.P. Morgan

As a result of the offering, the Company reedinet proceeds of approximately $29.2 millioterafleducting underwriting discounts and
commissions reasonably estimated at $9.0 millianélof such payments were direct or indirect paysmtmnany of the Comparg/directors ¢
officers or their associates or to persons ownihgdrcent or more of the Company’s common stodakirect or indirect payments to others.

The net offering proceeds were used for tpayment of our outstanding indebtedness. The renwairet proceeds were used for working
capital and other general corporate purposes.

There has been no material change in the pthose of proceeds from our initial public offeriegdescribed in our final prospectus filed
with the SEC pursuant to Rule 424(b).
ITEM 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of SecurityHolders

The Company was originally incorporated in fivania in October 1976. On October 30, 2009fahe holders of shares of the
Pennsylvania Corporation and the sole sharehofdenewly formed Delaware Corporation approved ag@eagreement by written consen
order to reincorporate the Company in Delawareoimection with the Company’s initial public offegin

On November 12, 2009, all of the holders a@freb of the Company’s common stock approved theviolg matters by written consent: the
amended and restated certificate of incorporatich@Company to be effective in connection wite @ompany'’s initial public offering; the
amended and related bylaws of the Company to leetéfé in connection with the Company’s initial fialffering; the indemnification
agreement to be entered into with the Companykxthrs, officers and certain of its employees;atieption of the rue21, inc. 2009 Omnibus
Incentive Plan; and the election of Douglas E. izt to the Board of Directors of the Company.

Item 5. Other Information

Not Applicable.

Iltem 6. Exhibits

10.1 First Amendment to Credit Agreement by and amom@1uinc., as the Lead Borrower, r services llcGaarantor, and Bank of Americ
N.A., as Lender, Administrative Agent, Collaterajeéxt, Swing Line Lender and Letter of Credit Issukted November 24, 20C
(Incorporated by reference to Exhibit 10.1 of F@-K filed on December 1, 200!

10.z First Amendment to Security Agreement by and amoegl, inc., as the Lead Borrower, r servicesacGuarantor, and Bank
America, N.A. as Collateral Agent, dated Novemb&r2009. (Incorporated by reference to Exhibit 1df.Eorm 8-K filed on
December 1, 200¢

10.2 First Amendment to Intellectual Property Securitgréement by and among rue21, inc., as the Lead®ers r services llc, as Guaran
and Bank of America, N.A. as Collateral Agent, daovember 24, 2009. (Incorporated by referendexuibit 10.3 of Form 8-K filed
on December 1, 200!

31.1 Rule 13i-14(a)/15+-14(a) Certification of the Chief Executive Officgfrrue2l inc. (Section 302 of the Sarbe-Oxley Act of 2002



31.Z Rule 13i-14(a)/15+-14(a) Certification of the Chief Financial Officef rue21 inc. (Section 302 of the SarbeOxley Act of 2002

32.1 Certification of the Chief Executive Officer of r2& inc. pursuant to 18 U.S.C. Section 1350, astadgpursuant to Section 906 of
Sarbane-Oxley Act of 200z

32.z Certification of the Chief Financial Officer afieé21 inc. pursuant to 18 U.S.C. Section 1350, aptad pursuant to Section 906 of the
Sarbane-Oxley Act of 2002
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.
rue21, inc.

Date: December 16, 2009 By /s/ Robert Fisch
Robert Fisch
President and Chief Executive Offic

Date: December 16, 2009 By /s/ Keith McDonough
Keith McDonough
Senior Vice President and Chief Financial Offic

2C



Exhibit 31.1

CERTIFICATIONS
I, Robert Fisch, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of rue21, inc.

2. Based on my knowledge, this report does not coraaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officerés)d | are responsible for establishing and maiimgidisclosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andguaures, as of the end of the period coveredibyéport based on such evaluation;
and

c) Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regasti’'s internal control over financial reporting;dan

5.  The registrant’s other certifying officerég)d | have disclosed, based on our most recetiaian of internal control over financial
reporting, to the registrant’s auditors and theitaecmnmittee of the registrastboard of directors (or persons performing thewedent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

/s/ Robert Fisch

Robert Fisch

President and Chief Executive Officer
( Principal Executive Officey
December 16, 200!




Exhibit 31.2

CERTIFICATIONS
I, Keith McDonough, certify that:
1. I have reviewed this Quarterly Report on Forr-Q of rue21, inc.

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officeré)d | are responsible for establishing and maiitgidisclosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation;
and

c) Disclosed in this report any change in the tegjig’s internal control over financial reportirigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgisir's internal control over financial reporting;dan

5.  The registrant’s other certifying officer@)d | have disclosed, based on our most recehtaian of internal control over financial
reporting, to the registrant’s auditors and theittemmmittee of the registrastboard of directors (or persons performing thewedent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvel financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

/s/ Keith McDonough

Keith McDonough

Senior Vice President and Chief Financial Offi
( Principal Financial Officer)

December 16, 200!




Exhibit 32.1

Certification of the Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbané3xley Act of 2002

In connection with the Quarterly Report of rue2i. i(the “Company”) on Form 10-Q for the period eddctober 31, 2009 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”),l, Robert Fisch, Chairman and Chief Executive @ffiof the Compan)
certify, pursuant to 18 U.S.C. §1350, as adoptedyant to 8906 of the Sarbanes-Oxley Act of 200a; t

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Robert Fisch

Robert Fisch

President and Chief Executive Offic
Date: December 16, 200




Exhibit 32.2

Certification of the Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbané3xley Act of 2002

In connection with the Quarterly Report rue21, iftbe “Company”) on Form 10-Q for the period en@@tober 31, 2009 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), I, Keith McDonough, Executive 84 President and Chief Financial
Officer of the Company, certify, pursuant to 18 lL.S§1350, as adopted pursuant to §906 of the Bash@xley Act of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report fajphgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Keith McDonough

Keith McDonough

Senior Vice President and Chief Financial Offi
Date: December 16, 200




